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2020: A Year Defined By Healthcare & Digital

Thus far, the year 2020 has been defined by

șhealthcare Ț and șdigitalȚ. The coronavirus

pandemichas sent shockwavesthrough healthcare

systemsacrossthe world. Publicand privatehealth

systemsquicklyriskedparalysisfrom the outbreakand

were forced to confront the limitationsandcostsof

their processes. This ȓand the need for social

distancing ȓcausedan acceleratedshift to digital,

speedingup the implementationof digitalalternative

processessuchas apps,telehealth and web-based

resources. In somecases,thisshiftwasrapidȓaswith

the UK NHSȗsswitch to remote physician

consultations. In others, it was extended and

troublesomeȓaswith the implementationof theUKȗs

track -and- trace app, for instance.

Overall,the shift to remote workingand the stay-at-

homeimperativehavepushedtelemedicine to the

forefront. A McKinseysurveyconductedamong213

Europeanphysicianssuggeststhat 55 to 58 percentof

them believethat telemedicinewill playa significantly

greaterrole in the future.

In a similarvein,manypharmacy andprescription

medication servicesnow needto work online,too,

as individualscontinue to avoid pharmaciesand

medicalpracticesfor fear of the virus,subsequently

enjoyingnew levelsof convenience. We therefore

expect to seemore activityakin to Amazonȗs2018

acquisitionof PillPackin a crossover betweenthe

digital commerce andhealthtech spheres.

Furthermore,health IT services and BPO will

grow more as healthcareproviderswill accelerate

digitisationand reach the limits of in-house

implementation andhaveno other choicebut to

outsourceto specialisedthird-party firms. Theseare

likelyto reapthebenefitsof thecrisis.

Meanwhile,the most prolificacquirerssuchasPhilips,

TabulaRasaor Varianare,so far, layinglow this year,

but we expectthemto comebackstrongin 2H2020

andbeyondoncehealthtechprioritiesbecomeclearer

and the global economy adjuststo a new set of

realities.
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Our Healthtechreport coversthe two-and-a-half-yearperiodbetweenJanuary2018andJuly2020. All totalsandmedianvaluesrefer to the entireperiodunlessotherwisestated.

Medianmultiplesplottedin the graphsrefer to the 30-monthperiodprior to andincludingthe halfyear.

Transaction volume continues to increase

Transaction volume is on the rise, with 131

transactionsrecordedin 1H2020. Thisupwardtrend

sincea significantdip in 2H2016 and 1H2017 has

takenus backto the peaklevelsobservedfive years

ago. Meanwhile,60 per centof dealstook placein Q1

and40 per cent in Q2 ȓa splitwhichalludesto the

cautiousnessof buyersafter the marketscrashedin

March2020 (thoughthey havesincemadea healthy

recovery).

Valuations retain momentum

Valuationsin the healthtechspacehavebeenhighfor

the bestpart of the lastfiveyears. In the first halfof

2020, the trailing 30-month median EV/Smultiple

dippedslightlyto 3x followinga 4x peakin 2H2019.

Despitepreviousvolatility,EBITDAmultiplesare still

veryhigh,comingin at 17.7x in 1H2020. Thisgrowth

hasbeendrivenparticularlyby highvaluationsin the

HealthcareVerticalSoftwaresegmentȓthe largest

subsectorcoveredin thisreport.

Total number of Healthtech M&A transactions and valuation multiples by half -year, 2015 -2020

Private equity remains prominent buyer group

Privateequity firms becameincreasinglyactivein the

healthtechspacein the run-up to 2018; however,the

marketshareof financialbuyershassincedecreased

slightly. That said,financialbuyers still constitute a

.

substantialpart of the buyer universe. Interestrates

are not expectedto rise soon,and accessto cheap

debt will continue to fuel these financialbuyersȗ

acquisitionactivity.

M&A Summary
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Acquirers
Acquisitions

in 30months
Three most recentacquisitions

4

PrescribeWellnesspharmacy engagement management SaaS 

DoseMe individualised medication dosing SaaS

CognifyEHR management SaaS

4

Rock-Pond Solutions  healthcare and pharmaceuticals analytics SaaS 

BlueStrataEHR  electronic health record management SaaS

FazziAssociates  home health & hospice BPO 

4

Washington & West  healthcare denials & appeals management

AcuStreamInc. healthcare charge capture auditing SaaS

CloudMedSolutionshealthcare diagnosis validation SaaS

4

NoonaHealthcare  oncology treatment tracking SaaS & mobile apps

humediQglobal  surface-guided radiation therapy software & hardware 

EvinanceInnovation  clinical decision support SaaS 

3

Cerner Corp. (DE & ES assets)  healthcare practice management SaaS

H&S QualitanelSoftware SpA telemedicine software

QualizorgBV  patient experience data management SaaS

3

Digitize.AI healthcare AI-enabled ERP SaaS

PARO Decision Support LLC  charity care predictive analytics SaaS

ConnanceInc. healthcare predictive risk analytics SaaS

3

KaikuHealth Ltd.  patient monitoring software & mobile application

ProKnowSystems LLC  radiation therapy analytics SaaS

Acumynquality assurance SaaS

3

Orchard Software  laboratory information management SaaS

Qualcomm Life Inc.medical data networking systems

ConnectureInc.  insurance sales automation SaaS

Althoughit featuredat the top of the acquisitiontable

between 2017 and 2019, Philips has now been

overtaken by other healthcare giants such as

TabulaRasaor Mediwareȓ despite the fact that

neither of thesecompaniesmade any purchasesin

2020either.

CGM made two acquisitions just before the

coronavirusoutbreak,pickingup the German and

Spanishassetsof Cerner, and Italian telemedicine

.

softwareproviderH&SQualitànelSoftware.

In addition, Elekta AB, a Swedishcompany that

providesradiationtherapy,radiosurgeryand clinical

managementfor cancerandbraindisordertreatment,

acquiredFinnishfirm KaikuHealthin February.Kaikuȗs

patient monitoringsoftware and mobile application

hasmodulesfor more than25 typesof cancerandis

in usein over40 Europeancancerclinicsandhospitals.

Top Acquirers ȓPAST 30 MONTHS
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HealthcareVerticalSoftware
Healthcare-specific software relating to hospital

management,patientanalyticsor pharmaceuticals.

Health IT Services & BPO
Connectivity systems and outsourcing destined to 

improve practice and patient experience. 

Online Health Services
Internet-hostedservicesfor patients,e.g. e-pharmacies,

onlinehealthresources,e-learningplatforms.

EHR & Information Management
Electronichealth and medical records, data 

management systems and software.

Medical Hardware
High-tech medical devices. NB: Medical Hardware is not 

explored in depth in this report, as the deal pool is too 

limited to offer any accurate conclusions.  

Trends, largest deals & subsector breakdown
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Å Regional deal-making sees European targets 

acquired by more local acquirers

Å First signs of deals influenced by Covid-19, 

e.g. deals targeting respiratory disease 

detection software

Å Telemedicine services continue to thrive 

as Covid-19 pushes everything online and 

people steer clear of in-person consultations 

Å Private equity andfinancial buyers 

continue to invest and acquire, accounting 

for almost a third of all transactions in the 

sector in the first half of 2020

Å Health IT services and BPO thriving as 

healthcare providers reach the limits of their 

capabilities and look to third-party firms for 

assistance

Å Pharmacy and prescription services 

firmly online in a new age driven by 

Amazonȗs acquisition of PillPackin 2018

$5 billion

10 Mar

Veritas Capital acquires the 

health & human services assets of 

DXC Technology at 3.6x EV/S

$600 million

12 Jan

Teladoc Health acquires InTouch 

Health at 7.5x EV/S

$417 million

04 Mar

Align Technology acquires 

exocad Global Holdings GmbH

$249 million

05 Feb

CompuGroupMedical SE 

acquires Cerner Corp. at 3x EV/S 

and 17.1x EV/EBITDA 

$208 million

01 Jun

Change Healthcare acquires PDX 

Inc. 

$190 million

13 Jan

R1 RCM Inc. acquires SCI 

Solutions Inc.

$180 million

19  May

RevanceTherapeutics Inc. 

acquires HintMD

LARGEST DISCLOSED DEALS 

OF 1H2020
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HEADQUARTERS OF 
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Q1 2020

Q2 2020

Over the past 30 months,63 per cent of

Europeantargetswere bought by acquirers

that were alsoEuropean. Thisfigureis a little

lower for Q1 2020, before the coronavirus

outbreak.

However, this number has jumped to 100

per cent if we lookonlyat dealsclosedin Q2

2020, pointing to more regional deal-

making for 2020. This is likelyto be due to

travel restrictions and local lockdown

measuresstronglyimpactingthe prospectsfor

intercontinentalM&A.

Meanwhile,acrossglobalM&A activity,North

American targets have maintainedtheir

majorityshareof deals,accountingfor 84 per

cent of all deals in Q1 2020 and 76 per

cent in Q2 2020.

HEADQUARTERS OF 

ACQUIRERS OF EUROPEAN TARGETS
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Geographical breakdown
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ACQUISITION
03 Jun

Not disclosed

Healthcare Vertical Software

revenuemultiplecamein at 3.6x, while the EBITDA

multiplereachedahigh17.3x.

It is alsoworth noting that, while previousEBITDA

multipleson the below graphwere very high,they

includedahandfulof exceptionaldealswhichclosedat

highEBITDAmultiples(>50x). Thus,it is safeto say

that the current medianis more representativeof

valuationtrendsin thesegment.

Sub-sector overview

Already the largestsubsectorwithin the healthcare

space,in 1H2020 the HealthcareVerticalSoftware

segmentsawthe most transactionvolumeon record

with 88 dealsȓa 20 per cent increaseon the last

reporting period. In fact, transactionvolume has

grownconsistentlysince2017.

On the valuationside,so far 2019 has not been

beaten. In 1H2020, the trailing 30-month median

.

Respiratory illness stays front of mind

Given the concern over respiratory illnessesas a

result of Covid-19, this deal came as no surprise.

AireHealth, anAmericanproviderof respiratorycare

management through a mobile app, acquired

BreathResearch, a respiratoryhealthcarefirm that

detects fluctuations in respiratory health. Its

VitalBreath virtual care software helps patients,

caregiversand cliniciansto be more informed in

respiratory care, enabling faster response to

exacerbationsand translatingto fewer emergencies

andfewerhospitalisations.

Throughthedeal,AireHealthaddsto itscapabilitiesall

of BreathResearchȗsassets including employees,

intellectual property, research and published

.works. AireHealth also

gainsall patents related

to respiratory drug

delivery, medication

adherenceandanalysisof

breathing sounds using

machine learning and

artificialintelligence.
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ACQUISITION
10 Jun

$79 million

Healthcare Vertical Software ( cont.)

Genelexoffers pharmacogenetictestingthat analyses

the genes that are important for understanding

variation in how people metaboliseand respond

differently to prescriptionmedications. The testing

process includes pharmacistreview, patient- and

clinician-facingreports, as well as accessto clinical

decisionsupportfor the treatingprovider.

Invitae targets pharmacogenetics

In March,Invitae, the publicly-listedmedicalgenetics

company,purchasedYouScript, a clinical decision

support and analyticsplatform,for $79 million; and

Genelex, a pharmacogenetictestingcompany,for $20

million.

Accordingto the acquirer,despiteits broadutility,the

incorporation of pharmacogeneticinformation into

routine medical care has been slow. Combining

Genelextestingwith clinicaldecisionsupport using

YouScriptsoftwareallowscliniciansto easilynavigate

this informationwhen makingprescriptionchoicesat

thepointof care.

YouScriptȗssoftwarepairsapatientȗspharmacogenetic

profile with publisheddrug and gene interaction

informationto assessthe riskfor adversedrugevents

andpossiblesideeffects. Healthsystemscanalsouse

YouScript at population scale to identify patient

populationsat highestriskfor adverseevents.

.

ACQUISITION
10 Jun

$20 million

Theuseof YouScriptin combinationwith Genelexhas

been shown to reduce adverseevents,costs and

hospitalreadmissions.
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ACQUISITION
10 Mar

$5 billion

Health and human 
services assets

Almost all the transactionsin this segmentwere

carried out between a north Americanbuyer and

north Americanseller.

Sub-sector overview

After astrongreboundin 2H2019, transactionvolume

in this segmentdeclinedagainin 1H2020, with 15

deals recorded. However, the trailing 30-month

revenuemultipleremainedstable,comingin at 2.4x.

There were not enoughdisclosedEBITDAmultiples

to warrant a reliable trailing 30-month median

EBITDAmultiple.

Health IT Services & BPO

Segment seeslargest deal

The Health IT Services& BPO segmentsaw the

largestdealin 1H2020. In March,privateequityfirm

Veritasspent $5 billion on the health and human

servicesbusinessof DXC Technology,i.e. the assets

which provide health software consulting and

integration for Medicaidhospitalsand healthcare

providersin the US. For instance,DXC HHSenables

users to managepatient health records, monitor

qualityof carein real-time,andmanagebookingsand

admissions, laboratory information, electronic

medication,pharmacyandmortuaryprocesses. DXC

saidit would usethe proceedsfrom this saleof the

Medicaidservicesbusinessto paydowndebt.

This is not the first time VeritasCapitaland DXC

.have worked together.

In 2018, componentsof

Veritasȗbusiness,

Vencoreand KeyPoint,

along with DXCȗs

federal business,were

folded together to

create the DXC spin-

off Perspecta.
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Health IT Services & BPO ( cont.)

Acquirer R1 has remainedlargelyunaffectedby the

pandemic,reportinga revenuespikeof more than16

per cent year over year in the first quarter. The

.

Cerner divests underperforming RCM unit

EHRgiantCernershedits GermanandSpanishassets

to CGM in Februaryandfollowedwith the saleof its

underperformingRevWorksbusinessto R1 RCM in

Junefor $30 million. With the deal,Chicago-basedR1

gainsaccessto RevWorksȗcommercial,non-federal

clientrelationship. Cernerwill alsoextendR1ȗsEHR-

agnosticrevenuecyclecapabilitiesto its clientsand

newprospects.

According to HealthcareDive, the multi-billion-dollar

revenuecycle management(RCM) sector has few

playersbut is expectedto grow ashospitalsstruggling

with suboptimal collections rates and weakening

marginslookto outsourceback-endfunctions.

ACQUISITION
3 Jun

$30 million

17-year-old RCM player

has embarked on a

campaign of inorganic

growth this year to

solidifyits positionin the

unsaturatedmarket, also

snapping up patient

engagementplayer SCI

Solutionsin April.


