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I. Overview  

In our CEC Capital China Healthcare Industry White Paper 2024, released last year, we 

estimated that as China fully emerged from the COVID-19 pandemic—while accounting for 

domestic volume-based procurement (VBP) policies and ongoing healthcare anti-corruption 

efforts—the country’s healthcare industry reached an estimated market size of 

approximately RMB13.3 trillion (around USD 1.8 trillion) in 2023. This included roughly 

RMB3 trillion in pharmaceutical-related markets, RMB1.2 trillion across medical devices 

and diagnostics, and approximately RMB9.1 trillion encompassing healthcare services, 

digital health, and wellness sectors. After adjusting for overlapping segments, we projected 
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the total market size of China’s healthcare industry in 2023 to be between RMB10.5 trillion 

and RMB11.0 trillion (USD 1.4–1.5 trillion). 

 

In 2024, with China’s economy generally stabilizing and the healthcare industry continuing 

to expand in scope, we estimate the market size of China’s healthcare sector as follows: 

the pharmaceutical-related market remains steady at approximately RMB 3 trillion, similar 

to 2023; the medical devices and diagnostics segment is projected to grow modestly, 

reaching around RMB 1.4 trillion. Driven by China’s rapidly aging population and the 

widening industry boundaries enabled by emerging technologies—such as artificial 

intelligence, robotics, and biomanufacturing—we forecast the combined market size of 

healthcare services, digital health, and broader health-related sectors to reach RMB 10 

trillion. After adjusting for overlapping components, we estimate the total size of China’s 

healthcare industry in 2024 to range between RMB 11.5 trillion and RMB 12.0 trillion (USD 

1.5–1.6 trillion), reflecting a year-on-year growth rate of 9% to 10%. 

 

Rapid population aging is a global phenomenon, and China is experiencing one of the most 

rapid and large-scale demographic shifts in history — a trend expected to accelerate 

significantly over the next two decades. This demographic transition presents both systemic 

challenges to China’s socioeconomic fabric and transformative opportunities for industrial 

growth. The aging population is placing unprecedented strain on China’s healthcare 

infrastructure, while simultaneously driving the rise of a substantial elderly care economy 

with significant growth potential. According to projections from the China Research Center 

on Aging, the elderly care economy is expected to reach RMB 30 trillion by 2035, 

accounting for roughly 10% of GDP, with health-related technological innovation and 

evolving consumer demand emerging as key engines of economic growth. We anticipate 

that technologies such as artificial intelligence, embodied robotics, and brain-computer 

interfaces (BCI) — once confined to the realm of science fiction — will rapidly evolve into 

practical solutions for eldercare, offering innovative approaches for Chinese society to meet 

the challenges of an aging population. 

 

The reform and opening-up initiative launched in the late 1970s transformed China into a 

globally competitive manufacturing powerhouse over the past four decades. Today, China is 

evolving beyond its role as a manufacturing leader to become a global hub for 

technological innovation, product R&D, and the export of intellectual property (IP). Chinese 

innovation is gaining international prominence across sectors — from new energy vehicles 

represented by BYD, and semiconductor manufacturing led by Huawei, to artificial 

intelligence exemplified by DeepSeek, and cultural IP showcased by Black Myth: Wukong 

and Nezha.  

 

China’s growing innovation capabilities, R&D strength, and expanding IP exports are 

playing an increasingly important role in advancing global healthcare. China's healthcare 

innovation is being propelled by increasing demand and rapid acceleration of technological 

development. This dynamic not only helps address global disparities in medical resource 
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allocation but also accelerates China’s transformation from the “world’s factory” into a 

“global laboratory” and an “innovation epicenter.” 

 

In 1994, Professor William Kissick of Yale University introduced the Iron Triangle of 

Healthcare, a renowned framework that describes the inherent tension within traditional 

healthcare systems: high quality, low cost, and broad accessibility are universally desired, 
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production, extending its long-standing industrial manufacturing strengths into this 

strategically critical sector. 

 

In 2024, China’s healthcare industry recorded approximately 148 M&A transactions totaling 

RMB 75 billion, marking a clear rebound from the downturn in 2023. The total deal value 

approached the 2021 peak, making 2024 the second-highest transaction year since 2019. 

The normalization of M&A activity in China’s healthcare sector represents an important 
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population is expected to peak at 487 million, representing one-quarter of the world’s 

elderly population, with an aging rate of 34% — twice the global average.  
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FSMP provides targeted nutritional interventions to address these challenges. Clinical 

evidence shows that elderly patients receiving standardized FSMP protocols experience 

35% slower muscle loss, a 28% reduction in infection rates, and an average hospital stay 

shortened by 12 days. In diabetes-specific FSMP, formulations incorporating resistant 

dextrin and dietary fiber reduce postprandial glucose fluctuations by 40%, with this segment 

projected to exceed RMB 7.5 billion in market size in 2024. In oncology FSMP, formulations 

enriched with ω-3 fatty acids and arginine have raised weight maintenance rates to 78% — 

a 26-percentage-point improvement over conventional nutritional support. 

 

China’s FSMP (Food for Special Medical Purposes) market is expanding rapidly, with a 

compound annual growth rate (CAGR) of 30%. The market is projected to reach RMB 

23.42 billion in 2024 and exceed RMB 80 billion by 2030, establishing FSMP as a trillion-

yuan growth pillar within the elderly economy. The sector is evolving from a medical adjunct 

into a core component of routine health management. 

 

Regulatory authorities continue to introduce favorable policies to support industry 

development. The revised Administrative Measures for Registration of Foods for Special 

Medical Purposes (2023) shortened the standard approval cycle to 18 months, with priority 

review products now eligible for accelerated approval within just 30 days. In 2024, 196 

domestically produced FSMP products were approved across three key categories: 

complete nutrition, disease-specific complete nutrition, and non-complete nutrition. 

Simultaneously, several cities — led by Wuxi — have begun incorporating FSMP into 

medical insurance coverage, driving faster adoption and industry penetration. 

 

This sector is also attracting increasing attention from investors, with several significant 

transactions recently emerging. Driven by strong supply and demand dynamics, we 

recommend focusing on enterprises pursuing breakthrough innovations in three key areas: 

 

⚫ Overcoming technical barriers to demonstrate R&D strength and enable domestic 

substitution of specialized imported FSMP products. 

 

⚫ Leveraging synthetic biology applications to achieve transformative cost 

advantages. 

 

⚫ Integrating AI technologies to develop personalized, AI-driven nutrition solutions and 

establish differentiated market positioning. 

 

At the same time, China’s chronic disease management industry is undergoing a paradigm 

shift — moving from passive treatment toward proactive care. China currently has over 460 

million chronic disease patients, with a prevalence rate of 62.3% among those aged 65 and 

older. Chronic conditions such as cardiovascular diseases and diabetes account for over 

70% of total healthcare expenditures, fueling the growth of a health management market 

now valued at several hundred billion yuan. 
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China’s chronic disease health management industry has steadily evolved, with its 

ecosystem now spanning five key areas: pharmaceutical companies, hospitals, 

pharmacies, home care, and insurance. Market players are pursuing diverse entry 

strategies tailored to their respective capabilities and resource advantages. For example, e-

commerce platforms such as Ali Health and JD Health leverage their strong distribution 

channels to expand into healthcare services. Insurance-backed players like Ping An Good 

Doctor draw on their large policyholder bases, while companies such as Ark Health rely on 

physician networks to enter the telemedicine and medication procurement space. These 

differentiated approaches aim to deliver continuous, integrated care — both within and 

beyond hospital settings — to China’s vast chronic disease patient population. Building a 

large patient base and creating closed-loop business models across service touchpoints 

remain key competitive advantages. 
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⚫ Post-Surgical Rehabilitation: Demand among knee replacement patients is highly 

concentrated within the first three months post-operation, while public hospital 

rehabilitation beds have an average waiting period of 4.2 weeks. 

 

⚫ Geriatric Syndrome Management: 72% of functionally impaired seniors require 

combined physical therapy and cognitive training, yet current service coverage 

remains below 20%. 
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rehabilitation, and related conditions. Yet, as of 2024, China’s elderly care institutions 

provided only about 3.2 million nursing beds — leaving a shortfall of over 6 million beds. 

Against this backdrop, the government is actively promoting private sector investment in 

integrated eldercare and medical services. The National Health Commission has adopted a 

multi-pronged approach to enhance administrative efficiency, including streamlining 

approval processes through record-filing management and consolidating establishment 

approvals with operational registrations. In terms of facility development, the Commission 

has removed regional quota restrictions for privately operated eldercare medical institutions 

and accelerated the inclusion of qualified medical facilities within retirement communities 

into the designated medical insurance network. Local governments are also encouraged to 

establish industrial investment funds to further support sector growth. 

 

The accelerating aging trend is transforming long-term care insurance and disability care 

into a trillion-yuan market. Structural inefficiencies in the public system — spanning service 

quality, technological advancement, and payment flexibility — are creating significant 

opportunities for private operators. Leading enterprises with strong chain operation 

capabilities, intelligent service platforms, and integrated value c�on 
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million personal pension accounts had been opened, representing 42% of urban employee 

basic pension insurance participants, with actual contributors accounting for less than 30% 

of account holders. Two primary factors have contributed to this phenomenon: first, current 

tax incentives exclude individuals with annual incomes below RMB 96,000, thereby 

dampening participation among middle- to low-income groups; second, as closed-end 

investment accounts, these products lack competitive yield advantages compared to 

alternative wealth management instruments, fostering wait-and-see attitudes among 

potential contributors. Potential policy relaxations regarding tax incentives and early 

withdrawal mechanisms are anticipated to enhance the product’s overall appeal. 

 

Concurrently, the commercial pension insurance market continues to expand, supported by 

active government promotion and multiple policy incentives. Regions such as Shanghai 

and Shandong have successively implemented "medical insurance + commercial 

insurance" one-stop settlement systems, covering over 1,000 public and private hospitals 

while reducing claims processing cycles to under two hours. The long-term care insurance 

pilot program is accelerating, with mandatory coverage targets set for 50% of prefecture-

level cities nationwide by the end of 2025. This initiative establishes a tripartite funding 

mechanism involving government, enterprises, and individuals, while enabling insurers to 

develop supplemental products covering non-policy nursing durations and premium care 

institutions. At the national healthcare security administration level, efforts are underway to 
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⚫ products designed for age-related swallowing and chewing difficulties; 

⚫ low-sodium and low-GI formulations for chronic disease management; 

⚫ cognitive support supplements featuring PS128 and Omega-3; 

⚫ probiotic solutions aimed at gut microbiome regulation. 

 

Technology innovation in senior-
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delivery models. These developments are becoming a key driving force behind the 

development of intelligent elderly care ecosystems. 

 

Through the deep integration of intelligent sensing, big data analytics, and human-machine 

collaboration, AI now enables comprehensive coverage across the spectrum of elderly 

care—from basic life support to personalized health management. Moreover, AI is 

restructuring the traditional value chain of elderly care services through intelligent service 

networks, delivering an innovative approach that balances efficiency with human-centered 

care to tackle the challenges of an aging society. 

 

Intelligent hardware devices enable real-time, in-home health monitoring for elderly 

individuals, supporting multidimensional personalized interventions. By integrating 

physiological data, behavioral patterns, and genomic information, these systems create 

precise individual profiles for deeper, data-driven health management. 

For example: 

 

⚫ U.S.-based startup VitalConnect has developed wearable smart sensors capable of 

real-time monitoring of multiple vital signs and biometric parameters, positioning the 

company as a leader in dynamic cardiac monitoring. By 2025, VitalConnect has 

attracted over $100 million in funding. 

 

⚫ London-based Zoe analyzes blood and stool samples to assess lipid profiles, blood 

glucose levels, and gut microbiome health, providing personalized nutritional plans. 

The company is now valued at over $300 million. 

 

Smart wearable manufacturers are further integrating AI learning models to predict chronic 

disease progression, optimize dietary plans, and enable proactive interventions—

representing one of the most promising applications in the sector. 

 

By combining digital AI technologies—such as video consultations and smart sensing—a 

remote healthcare system has been established to support home-based elderly care. 

Leveraging wearable devices and smart home sensors, seniors can transmit real-time vital 

sign data to cloud-based diagnostic platforms, enabling remote diagnosis and e-

prescription issuance by tertiary hospital specialists. This creates a closed-loop service 

model of “data collection – intelligent analysis – cloud consultation.” Concurrently, AI-

powered emergency response systems leverage multimodal sensors to detect abnormal 

physiological signals (e.g., sudden spikes in heart rate or fall posture changes), achieving 

second-level critical condition identification via medical knowledge graphs. These systems 

then activate emergency services and community networks through a tiered alert 

mechanism, reducing critical rescue times by over 40%. 

 

AI-powered companion robots are also providing emotional support and cognitive 

interaction training for elderly users. Enabled by large language models such as ChatGPT 
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and DeepSeek, these AI-driven interactive terminals have rapidly advanced. They now offer 

natural conversational exchanges, information services, cognitive training games, and 

personalized entertainment modules—supporting 24/7 interaction with seniors. Integrated 

psychological state recognition algorithms enable these systems to deliver targeted 
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of disease-related biomarkers, facilitating earlier intervention by clinicians. For example, 

Neurable has developed BCI-enabled headphones currently used to monitor attention in 

Alzheimer’s patients, with plans to expand into early dementia screening. As the disease 

progresses, customized cognitive training programs can be developed to activate targeted 

brain regions through tailored exercises. Invasive BCIs may additionally provide precise 

stimulation of the hippocampus or prefrontal cortex, with the goal of repairing damaged 

neural circuits, slowing cognitive decline, and delaying disease progression. MIT 

researchers, for instance, have developed a BCI-based neural prosthesis that improves 

short-term memory in mice via hippocampal stimulation, offering a promising new 

therapeutic direction for Alzheimer’s disease. While late-stage interventions may offer more 

limited potential, BCI technologies that convert brain signals into speech outputs can still 

assist patients in maintaining verbal communication and functional control. 

 

BCI applications for restoring motor function in cases of paralysis caused by spinal cord 

injuries, stroke, or amyotrophic lateral sclerosis (ALS) also represent a critical focus area 

for the industry. By bypassing damaged neural pathways and establishing direct 

communication between the brain and external devices, BCI technology enables patients to 

regain varying degrees of motor or environmental control. 

 

Governments worldwide are actively funding BCI research to accelerate clinical progress. 

In the U.S., the BRAIN Initiative continues to support projects in neuroregulation and 

stimulation, with its research emphasis shifting in 2024 from proof-of-concept toward 

clinical validation. The National Institute of Health (NIH) launched the Blueprint Medtech 

program in 2024 to facilitate the commercialization of BCI devices. In Europe, Horizon 

Europe added 18 new BCI projects in 2024, spanning neuroprosthetics development and 

biomarker screening. 

 

Amid this favorable global backdrop, overseas BCI technologies have already achieved 

breakthrough clinical milestones. Leading companies initiated multiple trials in 2024: 
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control, limited computational power and restricted sensory perception confined 

functionality to pre-programmed tasks. 

⚫ Phase II (2010s–2019) represented the sensory awakening epoch, driven by deep 

learning breakthroughs. Boston Dynamics’ Atlas demonstrated complex parkour 

maneuvers through reinforced learning, signaling a shift from mechanical execution to 

dynamic environmental interaction. 

⚫ Phase III (2020–present) is witnessing the convergence of large language models 

and multimodal technologies, triggering an mobility/movement intelligence explosion. 

Commercial deployments such as Tesla’s Optimus and Ubtech’s Walker in industrial 

and household service applications are driving projections of a trillion-dollar global 

market for embodied robots by 2030. 

 

From an economic perspective, industrial applications are expected to mature earlier than 

consumer applications. As production scales, robotic costs will decline while performance 

improves. Over the long term, demographic-driven labor shortages—particularly in aging 

societies—will make embodied robots a necessary and viable supplement to the workforce. 

 

In elderly care, embodied robots offer the potential to augment or partially replace human 

caregivers, thereby improving nursing efficiency and addressing acute caregiver shortages. 

For example, at the 2024 IEEE International Conference on Robotics and Automation 
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To build a healthcare technology development pathway that reflects China’s unique 

strengths, it will be essential to strengthen computational infrastructure, promote compliant 

data circulation, refine regulatory frameworks, and drive breakthroughs in specialized areas 

such as intelligent medical devices and AI-assisted drug development. A concerted focus 

on these priorities will help China establish a globally distinctive, innovation-led healthcare 

ecosystem. 

 

1) AI Drives Transformative Changes in the Healthcare Industry 

 

Generative AI and robotics are rapidly converging with the healthcare sector, catalyzing a 

broad transformation through the alignment of technological innovation, policy support, and 

clinical demand. Intelligent medical devices are making breakthroughs in replacing foreign 

products with domestic substitutes, generative AI is reshaping drug R&D paradigms, 

distributed healthcare systems are optimizing resource allocation, and automated 

diagnostics are extending into primary care. Rehabilitation robotics are leveraging reforms 

in medical insurance reimbursement to expand into home-based health management, 

forming an integrated ecosystem of devices, data, and services. While China is at the 

forefront of application-driven innovation, it still faces key challenges—including limited 

penetration of smart technologies at the grassroots level and lagging payment systems. 

Moving forward, the sector must forge a development path grounded in technological 

iteration, institutional adaptation, and ecological synergy. 

 

⚫ Technology-Policy-Clinical Demand Resonance Triggers Industry-Wide 

Transformation 

 

Breakthroughs in AI and robotics technology are not isolated developments but the product 

of deep integration across policy guidance, aging society shifts, and foundational 

technology innovation. At the policy level, the government has elevated AI + healthcare to a 

strategic priority, establishing application boundaries through documents such as the 

Healthcare Industry AI Application Scenarios Reference Guide, while also encouraging the 

development of large-scale medical AI models. Clinically, shortages in primary healthcare 
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The wave of replacing foreign products with domestic substitutes has advanced from low-

value consumables to high-end equipment, underpinned by intelligent technologies and  

precision manufacturing capabilities. 
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⚫ AI Diagnostics & Robotic Automation: Transforming Medical Testing – From  

Efficiency Gains to Grassroots Accessibility 

 

The convergence of AI and robotics is transforming diagnostics from isolated optimizations 

to full-chain automation with intelligence. Leading domestic companies are rapidly 

advancing large-scale clinical deployment of AI-assisted diagnostic tools, backed by Class 

III medical device certifications. These solutions translate physician expertise into reusable 

algorithmic models, improving diagnostic accuracy and consistency. 

Major IVD manufacturers have adopted fully automated laboratory workflows, enabling 

unmanned, closed-loop systems for sample handling, testing, and analysis—powered by 

integrated robotic arms, smart transfer mechanisms, and AI-driven quality control. 

However, primary care adoption remains limited, with coverage below 20%, hindered by 

fragmented sample volumes, limited operator training, and high maintenance costs. To 

address this, the industry is pursuing two approaches: 1) Establish regional testing hubs 

using a "hub lab + satellite clinic" model to centralize demand, and 2) Developing 

lightweight, cost-effective POCT + AI systems to empower tertiary hospitals and strengthen 

primary care services. 

 

⚫ Domestic Surgical Robot Substitu
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coverage pilots in Shanghai and Nanjing—combined with lightweight device designs have 

enabled exoskeletons and upper-limb rehabilitation robots to enter households. This shift 

redefines value: from episodic therapeutic intervention to continuous health management 

through high-frequency, low-intensity home training that enhances quality of life. 

However, the industry faces two key challenges: 1) Meeting the higher adaptability 

demands of home environments—ensuring device safety, ease of operation, and spatial 

compatibility, and 2) Overcoming reliance on limited regional insurance pilots, in the 

absence of a scalable medical-commercial-personal cost-sharing model. Emerging 
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platform now supports over 1,200 clinical trials with 45% efficiency gains, while its RPA-

based automation has cut labor needs for adverse drug reaction reporting by 37%. 

Although no AI-developed drugs have yet received market approval, the global pipeline 

now exceeds 300 programs. With continued progress in data sharing, human-AI 

collaboration, and ethical governance, the industry is well positioned to overcome the 

traditional "valley of death" in drug development. Notably, the U.S. FDA has recently 

announced new policy initiatives to reduce, refine, or replace animal testing requirements 

for monoclonal antibody therapies and other drugs—signaling growing regulatory openness 

to technological innovation. 

 

⚫ China’s medical AI sector continues to face significant foundational 

infrastructure deficiencies, limiting its ability to scale deep industrial 

applications—particularly when compared to the U.S. in several key domains. 

 

China benefits from unique advantages, including the vast scale of its healthcare data from 

1.4 billion people and a strong track record of application-driven innovation, such as AI-

powered medical imaging and chronic disease management. However, major foundational 

challenges persist: strict regulatory constraints, dependence on foreign research databases 

and imported algorithmic frameworks, reliance on overseas medical equipment, fragmented 

data silos across institutions, and an immature innovation ecosystem for integrating AI with 

drugs and medical devices. 

 

In contrast, the U.S. demonstrates robust infrastructure strengths. Public data access is 

high—NIH alone has released over 1 million clinical imaging cases. Cloud computing 

leaders like Google and Nvidia offer pharmaceutical companies up to 50% subsidies on 

computing power. Additionally, target innovation in the U.S. has reached 43%, compared to 

67% target homogenization in China, where 92% of AI algorithms still rely on foreign open-

source frameworks. 

 

⚫ The AI + robotics industry has reached a breakthrough inflection point, yet must 

overcome three critical challenges: data governance frameworks, clinical 

adoption barriers, and robust ethical accountability protocols. 

 

Clear opportunities are emerging in pharmaceutical R&D, healthcare accessibility, and 

ethical frameworks: 

 

⚫ Pharmaceutical R&D: AI-organ-on-a-chip technology is accelerating complex disease 
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intensive, solidifying the “Made in China” identity across key sectors such as electronics, 

automotive, home appliances, and pharmaceuticals. 

 

 

In the second decade of the 21st century, the Chinese government pivoted toward an 

innovation-driven development strategy, significantly increasing investments in science and 

technology. This policy pivot aligned with a critical inflection point in the accumulation of 

fundamental scientific research. According to the World Intellectual Property Indicators 

report published by the World Intellectual Property Organization (WIPO), China filed 1.59 

million patent applications in 2021—accounting for nearly half of global filings and 

maintaining its position as the world leader for the 11th consecutive year. That same year, 

China surpassed the United States for the first time in active patents, holding 3.6 million 

valid patents in 2021 and maintaining its status as the global leader in patent application 

volume. 

 

China’s sustained investment in high-tech industries, fundamental research, and frontier 

technologies is transforming its scientific research dividend into a new engine of economic 

growth. Characterized by high investment, high risk, and high returns, this strategic shift is 

accelerating the transition from “Made in China” to “Designed in China” and “China IP”—

signaling the dawn of a new era in global technological leadership. 

 

In the pharmaceutical sector, China’s early development phase (2000–2015) was marked 

by a focus on active pharmaceutical ingredients (APIs) and generic drug production. 

Leveraging significant cost advantages, Chinese drugmakers rapidly entered global 

markets, establishing the “Made in China” label as a key part of international 

pharmaceutical supply chains. Today, China supplies nearly 30% of global API demand and 

remains the world’s largest API producer. 

 

The golden era of Chinese innovative drugs began in 2015, marked by China’s accession 

to the International Council for Harmonisation of Technical Requirements for 

Pharmaceuticals for Human Use (ICH) and a systematic overhaul of new drug reviews by 

national regulatory authorities. Over the past decade, China has rapidly advanced to 

become the world’s second-largest pharmaceutical R&D hub. According to Citeline’s 

Pharmaceutical R&D Annual Review 2025, China now accounts for 29.5% of the global 

drug development pipeline, second only to the United States. 

 

This shift is already driving tangible results in the globalization of Chinese pharmaceutical 

IP. According to DealForma data, 29% and 31% of innovative drugs licensed by 

multinational corporations in 2023 and 2024, respectively, originated from China. The 

industry is now undergoing a fundamental transition—from “Made in China” to “IP from 

China”—marking a new chapter in China’s evolving role within the global life sciences 

ecosystem. 
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2) In the field of novel drug development, the NewCo transaction model—which 

entails the acquisition of Chinese biotech IP by U.S. investors—has rapidly emerged, 

signaling global recognition of China’s drug R&D capabilities. 

 

 

Earlier this year, The Wall Street Journal published “The Drug Industry’s DeepSeek 

Moment,” highlighting how Chinese biotech firms are now developing drugs faster and 

more cost-effectively—ushering in what the article calls a “DeepSeek timing” for the global 

biopharmaceutical industry. In 2023, China’s biopharmaceutical sector experienced a surge 

in outbound licensing activity, with outbound deals surpassing inbound ones for the first 

time. By 2024, this trend accelerated further, with outbound deal volume and value both 

increasing—most notably, upfront payments surpassed total financing proceeds for the first 

time. As of Q1 2025, transaction volume and value for domestic innovative drugs had 
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⚫ The rise of the NewCo model reflects a novel pathway for bringing Chinese 

innovative drug assets to global markets—emerging amid a biotech capital 

winter and escalating U.S.-China tensions. 

 

 

China’s pharmaceutical sector continues to face capital market headwinds, with biotech 

companies  persistent financing challenges. Domestic innovative drug companies face 

uncertain exit pathways—IPO prospects remain constrained, and current pricing and 

reimbursement frameworks are insufficient to support dividend-driven exits. 

 

Chinese pharmaceutical companies have advanced beyond early fast-follower strategies to 

develop globally competitive Best-in-Class (BIC) candidates. Leading players such as 

BeiGene and Akeso have clinically validated China’s ability to develop globally competitive 

BIC assets. Against a backdrop of rising geopolitical tensions, the NewCo model provides 

an effective mechanism to decouple core assets from potential legal and regulatory risks, 

while aligning with capital-driven development paradigms of international biotech markets. 

The structure ensures regulatory compliance regarding sensitive data, while preserving 

operational flexibility in complex cross-border environments. 

 

The NewCo model introduces a distinctive “product licensing + equity” co-expansion 

framework, enabling Chinese pharmaceutical companies to raise capital while retaining 

partial ownership for long-term value sharing. Investors contribute not only funding, but also 

play an active role in incubation, management, and global clinical development—helping to 

mitigate geopolitical risk and accelerate product globalization.  

 

⚫ NewCo may herald a new era in which Chinese biotech firms emerge a prime 

targets for cross-border M&A by multinational pharmaceutical companies. 

 

Historically, Chinese biotech companies have primarily relied on IPOs for capital exits. 

However, tightening regulatory requirements have made this pathway increasingly difficult 

to pursue. In contrast, overseas biotech firms typically adopt dual exit strategies—IPOs and 

mergers & acquisitions—with M&A representing the ultimate goal for many. Despite 

ongoing IPO market weakness, particularly in the U.S., the past three years have seen 

robust M&A activity, with both deal volume and value rising amid broader market 

headwinds. Over the long term, M&A continues to serve as the dominant exit mechanism 

for global biotech firms, including publicly listed ones. 

 

NewCo acts as a strategic transitional structure. Assets spun out via NewCo may not yet 

meet the threshold for direct licensing or acquisition by multinational pharmaceutical 

companies, often requiring further clinical development or de-risking. By facilitating this 
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pricing environments and predictable reimbursement systems. These conditions serve as a 

key catalyst for global expansion among Chinese firms. 

 

According to Statista, the global medical device market reached $566.2 billion in 2023, 

exceeding the size of China’s domestic market by more than tenfold, with an estimated 

CAGR approaching 5% from 2023 to 2029. Attracted by this market scale and driven by 

intensifying domestic competition, Chinese medical device companies are accelerating 

their overseas expansion strategies. 

 

⚫ Structural imbalances within China’s domestic medical device market are 

driving the need for international validation of technological capabilities. 

 

The low-end segment of the domestic market is plagued by intense, homogenized 

competition, with manufacturers trapped in prolonged price wars. In contrast, technically 

sophisticated products remain dominated by foreign imports, with minimal localization. For 

example, femtosecond laser systems continue to rely entirely on imported technology. As a 

result, domestic enterprises are urgently seeking to validate their technological capabilities 

in international markets—either to bolster their competitive positioning at home or to 

acquire foreign innovations that enable generational product upgrades and secure future 

market advantages. 

 

⚫ The NewCo model warrants proactive exploration in the medical device sector, 

particularly for technology-intensive products global patent portfolios. 

 

While the model has gained maturity in the novel drug industry—where independent 

subsidiaries are created to operate new projects, attract international capital, and focus on 

R&D, production, and commercialization—it remains underutilized in medtech. This 

structure effectively avoids reputation biases against China and allows for stronger 

integration with overseas resources and ecosystems. 

 

In the broader medical device landscape, where cost competitiveness in production still 

outweighs R&D intensity, widespread adoption of the NewCo approach may be limited in 

the near term. However, for high-end devices and emerging technologies, the model holds 

clear potential. It facilitates the formation of dedicated R&D teams, reduces internal 

resource conflicts and integration complexity, and allows independent structures to 

enhance external investment access and market responsiveness. 

 

We expect that as Chinese medical device companies
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4. Biomanufacturing is emerging as a foundational "platform industry," catalyzing 

disruptive transformations across multiple sectors essential to everyday life. China 

is rapidly positioning itself as a key global player—emerging into a catalyst and 
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International markets offer not only greater pricing advantages but also capacity expansion 
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1) The normalization of M&A activity is a key indicator of industry development and 

capital market maturity, as consistently validated by trends in developed economies. 

 

Empirical evidence from developed economies shows that M&A is an inevitable and 

necessary phase in both industrial consolidation and capital market maturation. The 

experiences of the U.S. and Europe clearly demonstrate M&A’s critical role in optimizing 

industry structures, improving operational efficiency, and reshaping competitive landscapes. 

China’s healthcare sector is following a similar trajectory. M&A activity is becoming 

increasingly normalized, with steady growth in both deal volume and transaction value. This 

momentum is driving corporate expansion, strengthening sector-wide competitiveness, 

improving risk resilience, and enabling more efficient resource allocation. As such, M&A is 

emerging as a key engine powering the next phase of development in China’s healthcare 

industry. 

 

2) With IPO exits tighten and the previous wave of capital exuberance fades,  

M&A has become the primary vehicle for stock optimization and industry 

consolidation. 

 

China’s primary healthcare market experienced a period of rapid expansion in recent years, 

fueled by abundant capital inflows. Now, amid cooling investor sentiment and narrowing 

IPO channels, many existing assets face rising exit pressures. With new funding 

increasingly scarce, M&A has emerged as the key mechanism for unlocking liquidity—

signaling a shift toward consolidation of existing assets. 

 

In this new phase, investors are adopting more disciplined and pragmatic strategies. The 

focus is shifting from scale and inflated valuations to strategic fit, intrinsic value, and 

sustainable cash flow. Through targeted integration and smarter resource allocation, 

enterprises are better equipped to navigate market uncertainty, reduce risk, and pursue 

long-term, resilient growth. 

 

3) A-share listed companies are emerging as the primary drivers of healthcare M&A, 

transitioning from early-stage market capitalization strategies to a more mature 

focus on industrial consolidation. 

 





 

33 

 

 

Domestically, companies are pursuing supply chain localization through targeted 

acquisitions of critical upstream and downstream assets. These moves enhance supply 

chain resilience, reduce dependency risks, and create asymmetric competitive advantages. 

Simultaneously, shifting geopolitical dynamics are opening new channels for Chinese firms 

to access global markets and export proprietary technologies and IP through cross-border 

M&A. 

 

 

This dual-track approach allows Chinese healthcare companies to both hedge against 

geopolitical risk and accelerate their international footprint—positioning them as more 

competitive and resilient players in a rapidly evolving global landscape. 
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