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Having Missed the ’23 Rally, Healthcare 
Remains “On Sale”
● Just two weeks into 2024, the healthcare sector has shrugged off the title of being a 

notable laggard in 2023. In contrast to the previous year’s sluggish 0.3% return (vs 24.2%
S&P 500), healthcare now leads the performance chart among all the other sectors year-
to-date, boasting a 3.0% return (vs -0.3% S&P 500).

● As we noted in our Wealth Outlook 2024, tighter financial conditions, regulatory 
uncertainties, the glut of inventories post-COVID and investor fear that GLP weight-loss 
and diabetes drugs will negatively alter demand for other health care modalities have been 
the culprits behind a rare healthcare earnings recession.

● Our view is that the new generation of GLP-1 drugs are not substitutes for other treatments 
and procedures but are likely to function as a complement that will help drive better health 
outcomes and market performance for selected shares.
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Healthcare is Still "On Sale"
In our Wealth Outlook 2024, we illustrated a “perfect storm” in healthcare that drove underperformance in related 
shares over the last two years. In our view, astute investors may find themselves with a trove of rebound opportunities. 
This Bulletin breaks down the current landscape - both the headwinds that have hampered health care and the 
opportunities that have arisen (FIGURE 1).

FIGURE 1: Healthcare sector significantly lagged in 2023

Source: Bloomberg as of January 11, 2024. Indices are unmanaged. An investor cannot invest directly in an index. They are shown 
for illustrative purposes only and do not represent the performance of any specific investment. Index returns do not include any 
expenses, fees or sales charges, which would lower performance. Past performance is no guarantee of future results. Real results 
may vary.

A Good Start to 2024
Just two weeks into 2024, the healthcare sector has shrugged off “laggard” title from 2023. In contrast to the anemic 
0.3% ’23 return vs. 24.2% for the S&P 500, healthcare now leads the performance chart among all sectors year-to-
date, boasting a 3.0% return vs -0.3% for the S&P 500.

Emerging from a poor capital raising environment in ’22-23, where early-stage biotech companies grappled to fund 
their Research and Development efforts amid rising interest rates, the battered sector finally is seeing a revival in 
Mergers and Acquisition deals as the new year begins. The drumbeat of deals saw about $9.6b1 worth of transactions 
in January alone.

1  Bloomberg as of January 11, 2024

Early indicators of market activity are setting the stage for a broader sector recovery this year, especially in areas that 
were most beaten down in 2023. As we noted in our Wealth Outlook 2024, tighter financial conditions, regulatory 
uncertainties, the glut of inventories post-COVID and investor fear that GLP drugs (medications utilized in the 
treatment of type 2 diabetes and obesity) will permanently impair the need for other healthcare have been the key 
culprits behind a rare earnings recession in healthcare over the past decades (FIGURE 1).

At this point, we believe investors should reflect on the inherent resilience of healthcare over the long term: the sector 
recorded positive earnings growth during all three recent global earnings recessions (FIGURE 2). As macro tides shift, 
we see health care as an unstoppable trend beneficiary, with growth prospects well beyond the anti-obesity 
drugmakers. In fact, given demographic shifts and the benefits of AI, healthcare appears ready to return to leadership 
due to its consistent and secular earnings growth (FIGURE 3). We expect the healthcare earnings recovery in 2024 to 
be one of the main drivers of potential outperformance in the sector.

https://www.privatebank.citibank.com/doc/investments/outlook/Citi_Wealth-Outlook-2024.pdf.coredownload.inline.pdf
https://www.privatebank.citibank.com/doc/investments/outlook/Citi_Wealth-Outlook-2024.pdf.coredownload.inline.pdf
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FIGURE 2: Global Equity vs Healthcare earnings cycles

Source: Factset, as of January 10, 2024. Indices are unmanaged. An investor cannot invest directly in an index. They are shown 
for illustrative purposes only and do not represent the performance of any specific investment. Index returns do not include any 
expenses, fees or sales charges, which would lower performance. Past performance is no guarantee of future results. Real results 
may vary.

FIGURE 3: US Healthcare market cap and earnings as of % of S&P 500

Source: Bloomberg as of January 11, 2024. US Healthcare is represented by the S&P 500 Health Care sector index. Indices are 
unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent the 
performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower 
performance. Past performance is no guarantee of future results. Real results may vary.

Healthcare Still “On Sale”

We believe Healthcare innovation remains “on sale.” We are particularly drawn to discounted valuations in the 
medical technology and tools segments, while biotech seems like a high-risk, high-reward bet as financial conditions 
ease (FIGURE 4). Some medical device makers are necessary “picks and shovels” for drug development. They work in 
conjunction with biopharma partners in the early stages of cell line production and later in the purification, 
formulation and 
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packaging of an approved drug. Others are the producers of the new generation of devices either worn on or 
implanted in the body to address chronic conditions like heart disease and diabetes. Another potential investment 
opportunity is the makers of the equipment used in robotics-assisted surgery. Atypically, both large and small 
company valuations have suffered equally these past two years. In our view, cash-rich, cheaply-valued companies 
that facilitate drug research and development, save costs and improve patient outcomes look like a potentially safer 
way to play the Healthcare sector’s convalescence.

FIGURE 4: Medical tech and devices, biotech are still “on sale”

Source: Bloomberg as of January 11, 2024. Pharmaceuticals is VANECK PHARMACEUTICAL ETF, Biotech is ISHARES 
BIOTECHNOLOGY ETF and Medical Devices is ISHARES U.S. MEDICAL DEVICES. Indices are unmanaged. An investor cannot invest 
directly in an index. They are shown for illustrative purposes only and do not represent the performance of any specific investment. 
Index returns do not include any expenses, fees or sales charges, which would lower performance. Past performance is no 
guarantee of future results. Real results may vary.

GLP-1 Weight Loss Drugs Won’t Kill Health Care Demand
Even a revolution in weight loss won’t threaten the unstoppable trends associated with longevity and healthcare.

Since 2018, we’ve been highlighting the favorable demographic tailwinds underpinning the global health care 
sector. Despite an ever-changing market, we all share the inevitable journey of aging. The world is aging, and in the 
developed market populations are aging even faster. An inevitable corollary of an aging population is the growing share 
of total consumption going to health care.

Historically this growth combined with the defensive properties of healthcare made it a secular growth component of 
portfolios. We believe it is the second most compelling industry investment sector along next to Information 
Technology. In 2023, the health care sector experienced a mirror of the broader market, with most of the gains 
concentrated in a few mega-winners and the rest struggled amidst an unusual profit recession.

We are firm believers in the transformative value of innovation (for lives and portfolios). Recent breakthroughs in 
treating obesity are being received by the market as being truly revolutionary.

Treating obesity is an example of how healthcare can change rapidly. With a new generation of weight-loss 
medications (GLP-1 drugs), we are already seeing reports of lower rates of diabetes, heart disease and associated 
co-morbidities among their growing user base. Taken to an extreme, this could mean less health care spending on 
treating co-morbidities.

But these medicines do not make people younger. In fact, a decrease in the rate of obesity-related deaths will be 
exactly offset by increases in other causes of death, while allowing many people to live longer and increase overall 
health care consumption as they do so. This was on clear display through the middle of the 20th century when 
breakthroughs in vaccinations and anti-biotics prevented countless premature deaths but drove up the rate at 
which people died from age-related maladies. This illustrates the aging dynamic that has powered higher aggregate 
spending on health care for generations.
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While GLP-1 makers have seen market caps explode amidst the broader health care profits recession, the magnitude of 
excitement in that segment should not be confused with a vote against the broader industry.

Ultimately, the new generation of GLP-1 drugs are not substitutes for other medical care but will complement other 
treatments to facilitate better health outcomes and associated stock market performance (FIGURE 5).

FIGURE 5: Share price returns for the pair of manufacturers responsible for the two leading GLP-1 weight 
loss drugs versus the rest of the developed market Healthcare sector

Source: Bloomberg as of November 22, 2023. Indices are unmanaged. An investor cannot invest directly in an index. They are 
shown for illustrative purposes only and do not represent the performance of any specific investment. Index returns do not include 
any expenses, fees or sales charges, which would lower performance. Past performance is no guarantee of future results. Real 
results may vary.
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Citibank Europe plc is registered in Ireland with number 132781, with its registered office at 1 North Wall Quay, Dublin 1. Citibank Europe plc is 
regulated by the Central Bank of Ireland. Ultimately owned by Citigroup Inc., New York, USA.  

Citibank Europe plc, Luxembourg Branch, registered with the Luxembourg Trade and Companies Register under number B 200204, is a branch of 
Citibank Europe plc. It is subject to the joint supervision of the European Central bank and the Central Bank of Ireland. It is furthermore subject to 
limited regulation by the Commission de Surveillance du Secteur Financier (the CSSF) in its role as host Member State authority and registered with 
the CSSF under number B00000395. Its business office is at 31, Z.A. Bourmicht, 8070 Bertrange, Grand Duchy of Luxembourg. Citibank Europe plc 
is registered in Ireland with company registration number 132781. It is regulated by the Central Bank of Ireland under the reference number C26553 
and supervised by the European Central Bank. Its registered office is at 1 North Wall Quay, Dublin 1, Ireland.   

This document is communicated by Citibank (Switzerland) AG, which has its registered address at Hardstrasse 201, 8005 Zurich, Citibank N.A., 
Zurich Branch, which has its registered address at Hardstrasse 201, 8005 Zurich, or Citibank N.A., Geneva Branch, which has its registered address 
at 2, Quai de la Poste, 1204 Geneva. Citibank (Switzerland) AG and Citibank, N.A., Zurich and Geneva Branches are authorised and supervised by the 
Swiss Financial Supervisory Authority (FINMA).  

In Jersey, this document is communicated by Citibank N.A., Jersey Branch which has its registered address at PO Box 104, 38 Esplanade, St Helier, 
Jersey JE4 8QB. Citibank N.A., Jersey Branch is regulated by the Jersey Financial Services Commission. Citibank N.A. Jersey Branch is a participant 
in the Jersey Bank Depositors Compensation Scheme. The Scheme offers protection for eligible deposits of up to £50,000. The maximum total 
amount of compensation is capped at £100,000,000 in any 5-year period. Full details of the Scheme and banking groups covered are available on 
the States of Jersey website www.gov.je/dcs, or on request. 

Citi may offer, issue, distribute or provide other services in relation to certain unsecured financial instruments issued or entered into by BRRD Entities 
(i.e., EU entities within the scope of Directive 2014/59/EU (the BRRD), including EU credit institutions, certain EU investment firms and / or their EU 
subsidiaries or parents) (BRRD Financial Instruments).  

In various jurisdictions (including, without limitation, the European Union and the United States) national authorities have certain powers to manage 
and resolve banks, broker dealers and other financial institutions (including, but not limited to, Citi) when they are failing or likely to fail. There is a 
risk that the use, or anticipated use, of such powers, or the manner in which they are exercised, may materially adversely affect (i) your rights under 
certain types of unsecured financial instruments (including, without limitation, BRRD Financial Instruments), (ii) the value, volatility or liquidity of 
certain unsecured financial instruments (including, without limitation, BRRD Financial Instruments) that you hold and / or (iii) the ability of an 
institution (including, without limitation, a BRRD Entity) to satisfy any liabilities or obligations it has to you. In the event of resolution, the value of 
BRRD Financial Instruments may be reduced to zero and or liabilities may be converted into ordinary shares or other instruments of ownership for 
the purposes of stabilisation and loss absorption. The terms of existing BRRD Financial Instruments (e.g., date of maturity or interest rates payable) 
could be altered and payments could be suspended.  

There can be no assurance that the use of any BRRD resolution tools or powers by the BRRD Resolution Authority or the manner in which they are 
exercised will not materially adversely affect your rights as a holder of BRRD Financial Instruments, the market value of any investment you may have 
in BRRD Financial Instruments and/or a BRRD Entity’s ability to satisfy any liabilities or obligations it has to you. You may have a right to 
compensation from the relevant authorities if the exercise of such resolution powers results in less favourable treatment for you than the treatment 
that you would have received under normal insolvency proceedings. By accepting any services from Citi, you confirm that you are aware of these 
risks. 

In Canada, Citi Private Bank is a division of Citibank Canada, a Schedule II Canadian chartered bank. References herein to Citi Private Bank and its 
activities in Canada relate solely to Citibank Canada and do not refer to any affiliates or subsidiaries of Citibank Canada operating in Canada. Certain 
investment products are made available through Citibank Canada Investment Funds Limited (“CCIFL”), a wholly owned subsidiary of Citibank 
Canada. Investment Products are subject to investment risk, including possible loss of principal amount invested. Investment Products are not 
insured by the CDIC, FDIC or depository insurance regime of any jurisdiction and are not guaranteed by Citigroup or any affiliate thereof. 

This document is for information purposes only and does not constitute an offer to sell or a solicitation of an offer to buy any securities to any person 
in any jurisdiction. The information set out herein may be subject to updating, completion, revision, verification and amendment and such 
information may change materially. 

Citigroup, its affiliates and any of the officers, directors, employees, representatives or agents shall not be held liable for any direct, indirect, 
incidental, special, or consequential damages, including loss of profits, arising out of the use of information contained herein, including through 
errors whether caused by negligence or otherwise. 

CCIFL is not currently a member and does not intend to become a member of the Canadian Investment Regulatory Organization (“CIRO”); 
consequently, clients of CCIFL will not have available to them investor protection benefits that would otherwise derive from membership of CCIFL 
in the CIRO, including coverage under any investor protection plan for clients of members of the CIRO. 
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Bahrain: IN BAHRAIN, CITI PRIVATE BANK OPERATES UNDER SPECIFIC APPROVAL ISSUED ON THE BASIS OF CITIBANK, N.A., BAHRAIN 
BRANCH’S BANKING LICENSE   
  
Marketing and distribution of Investment Funds to clients in Bahrain requires Notification to the Central Bank of Bahrain and will be limited to 
UHNWI as defined below.  Minimum investment subscription criteria will apply for products for all subscriptions for Bahrain domiciled clients.    
  
Ultra-high net worth investors are:  
(a) Individuals who have a minimum net worth (or joint net worth with their spouse) of USD 25 million or more  
(b) Companies, partnerships, trusts or other commercial undertakings, which have financial assets available for investment of not less than USD 25 
million; or  
(c) Governments, supranational organisations, central banks or other national monetary authorities, and state organisations whose main activity is 
to invest in financial instruments (such as state pension funds). 

GLOBAL CONSUMER BANK (Asia Pacific and EMEA): 

“Citi analysts” refer to investment professionals within Citi Research (“CR”), Citi Global Markets Inc. (“CGMI”), Citi Global Wealth Investments 
(“CGWI”) and voting members of the Citi Global Investment Committee. Citibank N.A. and its affiliates / subsidiaries provide no independent 
research or analysis in the substance or preparation of this document.  

The information in this document has been obtained from reports issued by CGMI and CGWI. Such information is based on sources CGMI and CGWI 
believe to be reliable. CGMI and CGWI, however, do not guarantee its accuracy and it may be incomplete or condensed. All opinions and estimates 
constitute CGMI and CGWI's judgment as of the date of the report and are subject to change without notice. This document is for general information 
purposes only and is not intended as a recommendation or an offer or solicitation for the purchase or sale of any security or currency. No part of this 
document may be reproduced in any manner without the written consent of Citibank N.A. Information in this document has been prepared without 
taking account of the objectives, financial situation, or needs of any particular investor. Any person considering an investment should consider the 
appropriateness of the investment having regard to their objectives, financial situation, or needs, and should seek independent advice on the 
suitability or otherwise of a particular investment. Investments are not deposits, are not obligations of, or guaranteed or insured by Citibank N.A., 
Citigroup Inc., or any of their affiliates or subsidiaries, or by any local government or insurance agency, and are subject to investment risk, including 
the possible loss of the principal amount invested. Investors investing in funds denominated in non-local currency should be aware of the risk of 
exchange rate fluctuations that may cause a loss of principal. Past performance is not indicative of future performance, prices can go up or down. 
Investment products are not available to US persons. Investors should be aware that it is his/her responsibility to seek legal and/or tax advice 
regarding the legal and tax consequences of his/her investment transactions. If an investor changes residence, citizenship, nationality, or place of 
work, it is his/her responsibility to understand how his/her investment transactions are affected by such change and comply with all applicable laws 
and regulations as and when such becomes applicable. Citibank does not provide legal and/or tax advice and is not responsible for advising an 
investor on the laws pertaining to his/her transaction. 

Citi Research (CR) is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in its 
research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their investment decision.  

For more information, please refer to https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. 

MARKET SPECIFIC DISCLOSURES 

Hong Kong:  This This communication is distributed in Hong Kong by Citibank (Hong Kong) Limited ("CHKL") and/or Citibank, N.A., Hong Kong 
Branch (“CBNA HK”, Citibank, N.A. is organized under the laws of U.S.A. with limited liability). CHKL and CBNA HK provide no independent research 
or analysis in the substance or preparation of this communication. Although information in this communication has been obtained from sources 
believed to be reliable, CHKL and CBNA HK do not guarantee its accuracy or completeness and accept no liability for any direct or consequential 
losses arising from its use. 

This communication is for general information only, is not intended as a recommendation or an offer or solicitation for the purchase or sale of any 
products or services and should not be relied upon as financial advice. The information herein has not taken account of the objectives, financial 
situation or needs of any particular investor. Any person considering an investment should consider the suitability of the investment having regard 
to their objectives, financial situation and needs, and should seek independent advice before making an investment decision. You should obtain and 
consider the relevant product terms and conditions and risk disclosure statement, and consider if it’s suitable for your objectives, financial situation 
or needs before making any investment decision. Investors are advised to obtain independent legal, financial and taxation advice prior to investing. 
Investments are not deposits, are not protected by the Deposit Protection Scheme in Hong Kong and are subject to investment risk including the 
possible loss of the principal amount invested. 

This communication does not constitute the distribution of any information in any jurisdiction in which it is unlawful to distribute such information 
to any person in such jurisdiction.  

CHKL does not provide discretionary portfolio management services. 

Singapore: This communication is distributed in Singapore by Citibank Singapore Limited (“CSL”) to selected Citigold/Citigold Private Clients. CSL 
provides no independent research or analysis of the substance or in preparation of this communication. Please contact your Citigold/Citigold Private 
Client Relationship Manager in CSL if you have any queries on or any matters arising from or in connection with this communication. Investment 
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products are not insured under the provisions of the Deposit Insurance and Policy Owners’ Protection Schemes Act of Singapore and are not eligible 
for deposit insurance coverage under the Deposit Insurance Scheme. 

This communication is for general information only and should not be relied upon as financial advice. The information herein has no regard to the 
specific objectives, financial situation and particular needs of any specific person and is not intended to be an exhaustive discussion of the strategies 
or concepts mentioned herein or tax or legal advice. Any person interested in the strategies or concepts mentioned herein should consult their 
independent tax, legal, financial or other advisors, as appropriate. This communication does not constitute the distribution of any information or 
the making of any offer or solicitation by anyone in any jurisdiction in which such distribution or offer is not authorized or to any person to whom it 
is unlawful to distribute such information or make any offer or solicitation.  

Before making any investment, each investor must obtain the investment offering materials, which include a description of the risks, fees and 
expenses and the performance history, if any, which may be considered in connection with making an investment decision. Interested investors 
should seek the advice of their financial adviser about the issues discussed herein as appropriate. Should investors choose not to seek such advice, 
they should carefully consider the risks associated with the investment and make a determination based upon the investor’s own particular 
circumstances, that the investment is consistent with the investor’s investment objectives and assess whether the investment product is suitable 
for themselves. Although information in this document has been obtained from sources believed to be reliable, CSL does not guarantee its accuracy 
or completeness and accept no liability for any direct or consequential losses arising from its use. 

CSL does not provide discretionary portfolio management services. 

UAE: This document is distributed in UAE by Citibank, N.A. UAE. Citibank N.A. UAE is licensed by UAE Securities and Commodities Authority (“SCA”) 
to undertake the financial activity as Promoter under license number 602003. 

Citibank N.A. UAE is registered with Central Bank of UAE under license numbers BSD/504/83 for Al Wasl Branch Dubai, 13/184/2019 for Mall of the 
Emirates Branch Dubai, BSD/2819/9 for Sharjah Branch, and BSD/692/83 for Abu Dhabi Branch. 

This is not an official statement of Citigroup Inc. and may not reflect all of your investments with or made through Citibank. For an accurate record 
of your accounts and transactions, please consult your official statement. Before making any investment, each investor must obtain the investment 
offering materials, which include a description of the risks, fees and expenses and the performance history, if any, which may be considered in 
connection with making an investment decision. Each investor should carefully consider the risks associated with the investment and make a 
determination based upon the investor’s own particular circumstances, that the investment is consistent with the investor’s investment objectives. 
At any time, Citigroup companies may compensate affiliates and their representatives for providing products and services to clients.  

United Kingdom: This document is distributed in the U.K. by Citibank UK Limited and in Jersey by Citibank N.A., Jersey Branch.  

Citibank UK Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential 
Regulation Authority. Our firm’s Financial Services Register number is 805574. Citibank UK Limited is a company limited by shares registered in 
England and Wales with registered address at Citigroup Centre, Canada Square, Canary Wharf, London E14 5LB, Companies House Registration No. 
11283101.  

Citibank N.A., Jersey Branch is regulated by the Jersey Financial Services Commission. Citi International Personal Bank is registered in Jersey as a 
business name of Citibank N.A. The address of Citibank N.A., Jersey Branch is P.O. Box 104, 38 Esplanade, St Helier, Jersey JE4 8QB. Citibank N.A. is 
incorporated with limited liability in the USA. Head office: 399 Park Avenue, New York, NY 10043, USA.  

© 2024 Citigroup Inc. Citi, Citi and Arc Design and other marks used herein are service marks of Citigroup Inc. or its affiliates, used and registered 
throughout the world.  
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