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Trum p’s Pres c ription Drug Plan
This word cloud is built from the Trump
administration’s prescription drug plan, titled
‘American Patients First’, released on May 11, 2018.

Policy Chatter analyzes
policy-related information
and documents in a new
light. It utilizes software to
form word clouds using the
text from speeches, budgets,
and legislation. Larger size
words appear more
frequently in the text of the
document than smaller size
words. By visually depicting
the text, we think we can
uncover unique insights into
what’s driving policy. Note:
We edit the world cloud to
remove common words.
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340B PROGRAM
It’s the hospital vs. the drug companies. The 340B program,
initiated in 1992, is deceptively simple: Hospitals and other
health care providers treating a higher share of uninsured
and Medicaid patients are entitled to mandatory discounts
on prescription drugs. The goal is to lower drug costs, so the
hospitals can reinvest that money in to caring for their lowincome patients. A 2018 congressional report estimated
340B program purchases totaled more than $16 billion in
2016, a 30% increase over 2015. For reference, 340B providers
saved $6 billion on $12 billion in purchases in 2016. market.
The 340B program continues to grow exponentially.
According to the Medicare Payment Advisory Association
(MedPAC), the number of hospitals and clinics enrolled in
the 340B program nearly quadrupled from 583 in 2005 to
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2,140 in 2014, primarily driven by Congress’s decision in the Affordable Care Act to expand 340B
program eligibility. The program is fully funded by drug manufacturers, who give the discounts in
exchange for access to the Medicaid market. The discounts directly impact their bottom line and
decrease revenues.
In our view, hospitals and health clinics may see decreased margins if the 340B
program is reformed to limit provider eligibility, while drug manufacturers may see
increased revenues due to the decrease in discounts required to be given.

GENERIC / FDA
The Trump administration is also pushing for expedited reviews of generic drug approvals. Yearto-date, the Food & Drug Administration (FDA) approved 12 first-time generic drug approvals,
which permit a manufacturer to market a generic drug product in the U.S. Eighty first-time
generic approvals were granted in 2017, while seventy-three were granted in 2016. The
Department of Health & Human Services (HHS) noted further opportunities to promote generic
drugs by (1) encouraging the sharing of drug samples to facilitate generic drug development and
(2) requiring pharmaceutical companies to disclose the list price of drugs in advertising.
In our view, the push to increase generic drug approval benefits pharmaceutical
companies with large generic drug offerings. Companies such as Mylan (MYL), the #2
U.S. generic drug manufacturer by sales & prescriptions dispensed, & Teva
Pharmaceuticals (TEVA), the #1 U.S. generic drug company with top three leadership
in over 30 countries, may be able to increase revenues and grab market share from
specialty/branded drug manufacturers, such as Allergan (AGN) & Mallinckrodt (MNK).

MEDICARE / MEDICAID
Medicare and Medicaid are two government-run programs created in 1965 to address the inability
of older and lower-income Americans to buy private health insurance. Under current regulations,
Medicare is not allowed to negotiate prices directly with drug manufacturers. Candidate Trump
embraced the concept of allowing Medicare to negotiate directly, with rebates going to Medicare
members. President Trump continues to discuss direct Medicare negotiations. However, this
could take months or years to implement.
In our view, the Medicare plan will continue to not be allowed to negotiate directly
with drug manufacturers. We think this removes a regulatory overhang from the
drug manufacturer industry and relieves some government pressure to lower drug
prices.
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About EventShares
EventShares is an asset manager located in New York City
focused on the impacts created by legislation, regulation, and
fiscal policy. The firm is founded on the belief that policy is a
powerful leading indicator for companies. We seek out
investments with embedded policy catalysts believed to offer
better-than-expected return opportunities (alpha).
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DISCLAIMER: Active Weighting Advisors LLC ("AWA") is an SEC-registered investment adviser that manages ETFs under the
brand name EventShares Funds. Mr. Phillips is the Chief Investment Officer of AWA. The views expressed are subject to
change, and no forecasts can be guaranteed. The comments may not be relied upon as recommendations, investment advice
or an indication of trading intent. AWA is not soliciting any action based on this document. In preparing this document, the
author has relied upon and assumed, without independent verification, the accuracy and completeness of all information
available from public sources. Investing involves risk, including the possible loss of principal and fluctuation of value. Mr.
Phillips and AWA disclaim responsibility for updating information. In addition, Mr. Phillips and AWA disclaim responsibility for
third-party content, including information accessed through hyperlinks. For more information about EventShares, contact us
by calling 877.539.1510 or visit our website atwww.EventShares.com.
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