
Is China health care on the mend?

What we’ve been hearing
A  C H A L L E N G I N G  P E R I O D  F O R  C H I N A  H E A L T H  C A R E

China is a single-payer country where the government bears 

~70% of health care spend, due to its focus on equal access to 

quality services via public hospitals. Over the past few years, the 

government has been squarely focused on cost optimisation to 

reduce an unnecessary burden on health care expenditure, with 

resulting harsh policies leading to a significant compression of 

health care multiples from the peak of 2021.

As a team, we strive to look beyond the most prominent 

narratives to seek to identify the most compelling long-term 

opportunities within emerging markets. The defined expertise 

of our local research function is instrumental in enabling unique 

access to what we believe to be the most relevant domestic 

opportunities that may differ from what the wider market sees.

Figure 1: Relative P/E of MSCI China Healthcare vs MSCI China
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•  Further VBP rollouts
•  Anti-corruption
•  Geopolitical tensions
•  Closure of China capital markets

Source: Bloomberg. PAST INDEX OR THIRD-PARTY PERFORMANCE DOES NOT PREDICT FUTURE RETURNS.
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The views expressed are those of the authors at the time of writing. Other teams may hold different views and make different 
investment decisions. The value of your investment may become worth more or less than at the time of original investment. 
While any third-party data used is considered reliable, its accuracy is not guaranteed. For professional, institutional or accredited 
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What we’re seeing
A  C H A N G E  I N  G O V E R N M E N T  S E N T I M E N T ?

We have seen an increased willingness from the government to 

support innovation. Moreover, biotech has been identified as 

one of the “new productive forces” to drive China’s economy 

forward and local governments have started to experiment with 

different policies such as the exclusion of innovative drugs from 

budget controls.

For us, this signals that real change is coming as the government 

seeks to address the core issue of harsh pricing towards 

innovative drugs to incentivise greater investment in innovation.

Number of innovative drugs approved in China
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Source: Pharmcube.

I N N O V AT I O N  R E M A I N S  A L I V E  A N D  W E L L

Despite tough regulatory pressure and closure of capital 

markets, innovation has continued at attractive levels within 

the industry. Extremely competitive technology and reasonable 

valuations relative to other overseas targets has continued to 

attract top global pharmaceutical multinational corporations 

looking to license these technologies. Local biotech companies 

with best-in-class drugs have therefore been able to obtain 

financing via this alternative channel. Simultaneously, it opens 

the global addressable market for truly innovative players, where 

economics are also more attractive versus domestic markets, 

through royalty agreements within the range of single digit to 

double digit of revenues.

L O O K I N G  T O  T H E  F U T U R E

Will geopolitics have an impact?

The recent introduction of the BIOSECURE Act in the US 

could prove to be a significant headwind for Chinese contract 

development and manufacturing. However, we expect China-

based biotech companies to be unaffected as they remain 

important drivers of local, and increasingly global, innovation 

via outbound licensing activities that are not impacted by 

US actions.

We believe this ultimately translates to an improved earnings 

recovery outlook within the innovation space in health care over 

the medium term, and we see a floor to current valuations as 

policy risks have troughed, limiting downside risk.

Innovation is not just within the biotech space. 3D endoscopy 
solutions offered by a leading health care equipment company 
in China… 

… as well as surgical robots!
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Risks
Capital: Investment markets are subject to economic, regulatory, market sentiment and political risks. All investors should consider the 

risks that may impact their capital, before investing. The value of your investment may become worth more or less than at the time of the 

original investment. The Fund may experience high volatility from time to time.  |  Concentration: Concentration of investments within 

securities, sectors or industries, or geographical regions may impact performance.  |  Equities: Investments may be volatile and will 

fluctuate according to market conditions and the performance of individual companies and that of the broader equity market.  |  Hedging: 

Any hedging strategy using derivatives may not achieve a perfect hedge.  |  Manager: Investment performance depends on the 

investment management team and their investment strategies. If the strategies do not perform as expected, if opportunities to implement 

them do not arise, or if the team does not implement its investment strategies successfully, a fund may underperform or experience 

losses.  |  Currency: The value of the Fund may be affected by changes in currency exchange rates. Unhedged currency risk may subject 

the Fund to significant volatility.

Please refer to the Fund Prospectus and KID/KIID for a full list of risk factors and pre-investment disclosures.

I M P O R TA N T  I N F O R M AT I O N
Wellington Management Company LLP (WMC) is an independently owned investment adviser registered with the US Securities and Exchange Commission 
(SEC). WMC is also registered with the US Commodity Futures Trading Commission (CFTC) as a commodity trading advisor (CTA) and serves as a CTA to 
certain clients including commodity pools operated by registered commodity pool operators. WMC provides commodity trading advice to all other clients 
in reliance on exemptions from CTA registration. WMC, along with its affiliates (collectively, Wellington Management), provides investment management 
and investment advisory services to institutions around the world. Wellington Management Group LLP (WMG), a Massachusetts limited liability part-
nership, serves as the ultimate parent holding company of the Wellington Management global organization. All of the partners are full-time professional 
members of Wellington Management. Located in Boston, Massachusetts, Wellington Management also has offices in Chicago, Illinois; New York, New York; 
Radnor, Pennsylvania; San Francisco, California; DIFC, Dubai; Frankfurt; Hong Kong; London; Luxembourg; Madrid; Milan; Shanghai; Singapore; Sydney; 
Tokyo; Toronto; and Zurich.   
This material is prepared for, and authorized for internal use by, designated institutional and professional investors and their consultants or for such other 
use as may be authorized by Wellington Management. This material and/or its contents are current at the time of writing and may not be reproduced or 
distributed in whole or in part, for any purpose, without the express written consent of Wellington Management. This material is not intended to consti-
tute investment advice or an offer to sell, or the solicitation of an offer to purchase shares or other securities. Investors should always obtain and read an 
up-to-date investment services description or prospectus before deciding whether to appoint an investment manager or to invest in a fund. Any views 
expressed herein are those of the author(s), are based on available information, and are subject to change without notice. Individual portfolio manage-
ment teams may hold different views and may make different investment decisions for different clients. While any third-party data used is considered 
reliable, its accuracy is not guaranteed. Forward-looking statements should not be considered as guarantees or predictions of future events. Past results 
are not a reliable indicator of future results. Wellington assumes no duty to update any information in this material in the event that such information 
changes.    In Canada, this material is provided by Wellington Management Canada ULC, a British Columbia unlimited liability company registered in 
the provinces of Alberta, British Columbia, Manitoba, New Brunswick, Newfoundland and Labrador, Nova Scotia, Ontario, Prince Edward Island, Quebec, 
and Saskatchewan in the categories of Portfolio Manager and Exempt Market Dealer.    In Europe (excluding the United Kingdom and Switzerland), this 
material is provided by the marketing entity Wellington Management Europe GmbH (WME) which is authorized and regulated by the German Federal 
Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht – BaFin). This material may only be used in countries where WME is 
duly authorized to operate and is only directed at eligible counterparties or professional clients as defined under the German Securities Trading Act. This 
material does not constitute investment advice, a solicitation to invest in financial instruments or information recommending or suggesting an invest-
ment strategy within the meaning of Section 85 of the German Securities Trading Act (Wertpapierhandelsgesetz).    In the United Kingdom, this material 
is provided by Wellington Management International Limited (WMIL), a firm authorized and regulated by the Financial Conduct Authority (FCA) in the UK 
(Reference number: 208573). This material is directed only at eligible counterparties or professional clients as defined under the rules of the FCA.    In 
Switzerland, this material is provided by Wellington Management Switzerland GmbH, a firm registered at the commercial register of the canton of Zurich 
with number CH-020.4.050.857-7. This material is directed only at Qualified Investors as defined in the Swiss Collective Investment Schemes Act and its 
implementing ordinance.    In Dubai, this material is provided by Wellington Management (DIFC) Limited (WM DIFC), a firm registered in the DIFC with 
number 7181 and regulated by the Dubai Financial Services Authority (“DFSA”). To the extent this document relates to a financial product, such financial 
product  is not subject to any form of regulation or approval by the DFSA. The DFSA has no responsibility for reviewing or verifying any prospectus or 
other documents in connection with any financial product to which this document may relate. The DFSA has not approved this document or any other 
associated documents nor taken any steps to verify the information set out in this document, and has no responsibility for it. Any financial product to 
which this document relates may be illiquid and/or subject to restrictions on its resale. Prospective purchasers should conduct their own due diligence 
on any such financial product. If you do not understand the contents of this document you should consult an authorised financial adviser. This document 
is provided on the basis that you are a Professional Client and that you will not copy, distribute or otherwise make this material available to any person.    
In Hong Kong, this material is provided to you by Wellington Management Hong Kong Limited (WM Hong Kong), a corporation licensed by the Securities 
and Futures Commission to conduct Type 1 (dealing in securities), Type 2 (dealing in futures contracts), Type 4 (advising on securities), and Type 9 (asset 
management) regulated activities. By accepting this material you acknowledge and agree that this material is provided for your use only and that you 
will not distribute or otherwise make this material available to any person.    Wellington Private Fund Management (Shanghai) Limited (WPFM), which 
is an unregulated entity incorporated in China, is a wholly-owned subsidiary of WM Hong Kong. Wellington Global Private Fund Management (Shanghai) 
Limited (WGPFM) is a wholly-owned entity and subsidiary of WPFM and is registered as a private fund manager with Asset Management Association of 
China to conduct qualified domestic limited partnership and management activities. In mainland China, this material is provided for your use by WPFM, 
WGPFM, or WMHK (as the case may be).    In Singapore, this material is provided for your use only by Wellington Management Singapore Pte Ltd (WM 
Singapore) (Registration Number 201415544E). WM Singapore is regulated by the Monetary Authority of Singapore under a Capital Markets Services 
Licence to conduct fund management activities and deal in capital markets products, and is an exempt financial adviser. By accepting this material you 
represent that you are a non-retail investor and that you will not copy, distribute or otherwise make this material available to any person.     In Australia, 
Wellington Management Australia Pty Ltd (WM Australia) (ABN 19 167 091 090) has authorized the issue of this material for use solely by wholesale 
clients (as defined in the Corporations Act 2001). By accepting this material, you acknowledge and agree that this material is provided for your use only 
and that you will not distribute or otherwise make this material available to any person.    In Japan, Wellington Management Japan Pte Ltd (WM Japan) 
(Registration Number 199504987R) has been registered as a Financial Instruments Firm with registered number: Director General of Kanto Local Finance 
Bureau (Kin-Sho) Number 428. WM Japan is a member of the Japan Investment Advisers Association (JIAA), the Investment Trusts Association, Japan 
(ITA) and the Type II Financial Instruments Firms Association (T2FIFA).
As of 15 December 2023, WMIL, WM Hong Kong, WM Japan, and WM Singapore are also registered as investment 
advisers with the SEC; however, they will comply with the substantive provisions of the US Investment Advisers Act 
only with respect to their US clients.
©2024 Wellington Management Company LLP. All rights reserved.  |  107805


