
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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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.
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