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Prologue

Big Scandals, Higher Prices

A  Pharma under Fire

Each January, the J. P. Morgan Healthcare Conference rolls into San Francisco, 
towing along hundreds of pharmaceutical and biotech companies and nearly 10,000 
attendees looking to hear about the latest developments in one of the world’s hot-
test industries. Suits hobnob with scientists, financial journalists breathlessly cover 
the proceedings, and, controversially, companies throw cocktail parties with women 
hired to attend and improve diversity numbers.1 Deal making generally takes place 
behind closed hotel room doors at the glamorous Westin St. Francis in the heart of 
San Francisco’s Financial District, but crowds still turn out for investor presenta-
tions and occasionally heated Q&As asking, “What drugs are in the pipeline?” or 
“How are clinical trials coming along?”

In January 2016, the mood was far less rosy. After years of hypergrowth in biotech-
nology and health care, stocks experienced a precipitous drop in the second half of 
2015.2 By the beginning of the annual conference, the NASDAQ’s Biotechnology 
Index had lost more than 25 percent of its value in six months.3 Bloomberg reported 
that biotech stocks experienced their worst trading day for a J. P. Morgan confer-
ence opening day since the beginning of 2001’s gathering.4 Statistical indicators of 
unease were certainly present. The number of initial public offerings (IPOs) had 
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