
1        Medtech in Asia-Pacific 

Surging demand for quality medical care in the 
Asia-Pacific market has positioned medtech as an 
appealing sector for private equity investors seeking 
opportunities in the region. Over the past five years, 
medtech investments in the region have been trending 
up, achieving a compound annual growth rate (CAGR) 
of 20% and reaching 43% of total investment in the 
healthcare industry. 

Sizeable market opportunity, attracting  
private equity
According to McKinsey & Company research, at 
US$88bn, Asia-Pacific is the third-largest medtech 
market in the world, accounting for over 22% of 
global revenue. Growing at a projected 9% CAGR, it 
is expected to reach US$133bn by 2020 and surpass 
Europe as the second-largest market (see figure 1). 
Looking specifically at medical devices, China is the 
world’s second-largest market and has been growing 
at a CAGR of 20% since 2009, according to the China 
Association for Medical Devices Industry (CAMDI). 

Attracted by the sector’s size and growth dynamics, 
private equity firms have been highly active in Asia-
Pacific’s medtech space. Between 2011 and 2015, 
private equity poured US$23bn into medtech deals 
in the region, with US$5.6bn invested in 2015 alone 
(see figure 2). Mark Chen, CEO & Managing Partner 
at Cobalt Equity Partners, is positive on the sector 
and stated that “major trends in Asia such as the 
rising middle class in emerging economies and aging 
populations across the region are driving demand for 
better healthcare. Medtech can help fill the healthcare 
gap in a number of ways, including better monitoring 
and management of health, earlier diagnoses, less 
invasive treatment, and reduced hospital stays.”

In the fast-growing Asia-Pacific medtech market, innovation among domestic companies 
is rising, and private equity is taking notice. Additional investments and partnerships will 
help these companies grow beyond their own borders to reach global markets.

Medtech defined
Medtech, short for “medical technology”, encompasses a wide range of healthcare 
products used to diagnose, monitor or treat medical conditions.  Such technologies 
are intended to improve diagnosis, enhance quality and outcome of care, reduce 
disease and improve quality of life. Recent advances in medtech have also focused 
on cost reduction, making healthcare more widely accessible.
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Figure 1: Global medtech revenue by region (2015-20) 

Source: Business Monitor, GlobalData, HRI and McKinsey analysis
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Buyout transactions represented the predominance  
of Asia-Pacific’s medtech investment volume, 
accounting for almost 80% of total deal values in 2015 
and one-fifth of all transactions. Venture capital deals, 
while far higher in number, represented only 7% of deal 
values (see figure 3). Within the buyout space, mid-
market transactions (deal size of US$50m-US$500m) 
provided the most balanced investment opportunities, 
accounting for 43% of the number of buyouts and 39% 
of total buyout deal values (see figure 4).

In the region, China is clearly the top market for 
medtech investment, accounting for 48% of private 
equity investment values in 2015. Australia, with 
its advanced economy and growing base of tech 
innovation, came in second (see figure 5).

Homegrown innovators, impacting 
global markets
Foreign multinational companies have traditionally 
dominated the high-end of Asia-Pacific’s medtech 
market, while domestic players typically produced 
low-end, commoditized components and handled labor 
intensive production processes. However, domestic 
companies are increasingly cracking the innovation 
code and making strides in the production process 
[See China medical devices: Moving up the value chain]. 
The successful ones are those that, through their 
innovations, can achieve the same objectives as foreign 
devices, but are faster, better, cheaper and/or more 
integrated into healthcare delivery systems. 

As part of this trend, the highly fragmented low-end 
segment of Asia-Pacific’s medical device industry is 
undergoing an industry consolidation, while innovative 
domestic companies challenge multinational 
competitors at the higher end of not just regional, but 
global markets. Such innovators often partner with 
private equity firms that contribute both capital as well 
as significant expertise and business networks to help 
commercialize technology, expand production, improve 
operations, and enter new markets. 
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Figure 2: Private equity investment: Asia-Pacific 
medtech sector

Figure 3: Private equity investment: Asia-Pacific 
medtech sector (2015)

Figure 4: Buyout deal size breakdown (2011-2015)
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How did the Nanosonics growth story unfold and what  
is your company’s overall mission?
Nanosonics is an organization that is establishing itself as a 
global leader in the area of infection prevention. This is an 
extremely important sector in healthcare when you consider 
that approximately 1 in 24 patients will acquire an infection 
during a hospital stay. In the US alone, almost 1.7 million people 
are infected in hospitals every year and of that approximately 
100,000 people die. Our mission is to improve the safety of 
patients, clinics, their staff and the environment by transforming 
the way infection prevention practices are conducted and 
to introduce innovative technologies that deliver improved 
standards of care. 

While we have our roots in Australia, our vision from the very 
beginning was global. It was about solving the same issues that 
are experienced in hospitals and markets around the world. 
Ultimately, that’s what’s driven our ambitious expansion plans 
and captured support from investors, such as the Asian private 
equity arm of GE, recently spun off as Cobalt Equity Partners. It 
has been this mission and backing from investors like Cobalt that 
has propelled us onto the global stage.

Our current flagship product, the trophon EPR, provides a highly 
innovative solution for the decontamination of ultrasound 
transducers which must receive high-level disinfection between 
patient use to mitigate the risk of cross contamination. Until the 
advent of our technology, the only options were to immerse the 
transducers in toxic chemistries or use wipes impregnated with 
chemistry, both procedures being manual in nature, not ideal for 
integration with clinical workflows, and in some circumstances 
questionable in efficacy. 

From your experience, what are the greatest challenges  
in the medtech space in Asia? 
In many respects, the issues surrounding infection prevention 
are very much the same in the Asian market as other markets 
around the world. The main difference is the diversity between 
the markets from a regulatory, current practice and business 
model perspective. As such, each market needs to be assessed 
very carefully, which often requires a lot of local experience 
and expertise. In some cases, you have to tailor the product 
specifically to meet the needs of a specific market; you need  
to ascertain whether you operate through a direct model or  
a distributor model; you need to understand trading terms  
and nuances of doing business in each country.  

One aspect of doing business in medtech that holds true across 
cultures and borders is building a unique customer experience 
around your brand. It’s not just about delivering the technology or 
a certain solution, but the overall experience that the customer, 
which in this case could be a patient or medical personnel, has 
with your company and products. You need to know exactly what 
a specific population or patient segment needs, which requires 
that you know the customer and issues specific to each market.

Specific to Australia, is medtech a viable sector  
to fill the gap left by the mining boom? In general,  
is the healthcare/medtech space a good driver of 
economic growth?
The medical devices and healthcare industry, generally speaking, 
has always been a large and important sector that is already 
creating vast opportunities in terms of economic and jobs growth. 
Australia certainly hits above its weight when it comes to medical 
innovation, with a number of homegrown advances and best 
practices in healthcare already adopted around the world. For 
example, you have Cochlear’s bionic ear, ResMed’s sleep apnea 
solutions, and CSL which produces vaccines and plasma protein 
biotherapies, just to name a few.  

Innovation is certainly a core component of the Australian 
government’s economic growth strategy, with the latest 
innovation statement demonstrating support for investment 
in start-ups and for better R&D and commercialization. There 
is always a lot more that can be done, but it is great to see that 
support for the sector is being taken seriously. 

Where do you see the medical devices and healthcare 
market heading in Asia? 
There is only one direction the healthcare market sector in 
Asia is heading and that is up. Changes in social demographics, 
patient expectations and global standards of care are all going 
to influence growth. I expect to see state-of-the-art technology 
being adopted more and more. Indeed, many countries and cities 
across Asia already have some of the most advanced healthcare 
facilities and medical technology in use. For Nanosonics, infection 
prevention will always be on the agenda and, as such, the need 
for our solutions will be there, hence our intention to expand into 
this important region.    

Breaking new ground in healthcare innovation
From small beginnings in the Australian medical device space, Sydney-based Nanosonics Ltd. (ASX: NAN) is 
growing into an international innovator in the infection prevention sector of the healthcare market. To discuss the 
company’s origins and expansion in medtech, as well as global and regional trends within the healthcare space, 
we sat down with Nanosonics CEO Michael Kavanagh.
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aided by strategic and financial support from private 
equity investors such as the Asian private equity arm 
of General Electric, recently spun off as Cobalt Equity 
Partners [See “Breaking new ground in healthcare 
innovation” interview with Nanosonics CEO].

Becoming global innovators
Driven by demographic trends and increasing prosperity 
in the region, Asia-Pacific’s medtech industry is 
expected to be one of the fastest growing sectors in 
the region and will surpass Europe by 2020 to become 
the second-largest market behind only the US. Local 
innovation will drive this growth as the current trickle of 
breakthroughs turns into a steady stream of advances. 
Innovation alone, however, will not assure success. 
Domestic medtech companies must take full advantage 
of all the support they can garner to compete in today’s 
environment, or risk being displaced by others who 
do. As Huami and Nanosonics have shown, private 
equity firms can provide innovative local companies 
with strategic insights, operational expertise, business 
networks, and financial resources to help the latter 
succeed in not only regional, but global markets.

Cases in point: Asia-Pacific innovators in the 
medtech space 

Huami
Mainstream adoption of wearable fitness 
monitoring devices like Fitbit and Jawbone 

has reshaped how individuals monitor and manage 
their own health. Chinese competitor Huami Corp., 
founded in 2014, rose to become the second-largest 
manufacturer of wearables in 2015, topping consumer 
giants Apple, Garmin and Samsung.1  Huami achieved 
this impressive feat by developing a device that 
performs the same step tracking and sleep quantifying 
as other wearables, but sells for just US$15, a fraction 
of the US$60-US$250 price tag of competitors. Huami’s 
rapid ascent was supported by investors that included 
the Chinese smartphone giant Xiaomi (which brands and 
sells the devices) and venture capitalist Sequoia Capital. 

Nanosonics
According to the World Health Organization, 
healthcare acquired infections (“HAIs”)2  

affect hundreds of millions of people each year and are a 
major cause of deaths. In the US and Europe alone, over 
130,000 people die each year due to HAIs. Disinfection 
and sterilization of medical equipment are essential for 
avoiding transmission of infectious pathogens between 
patients. However, current disinfection practices for 
ultrasound probes come with a range of challenges, 
including exposure to toxic chemicals, inconsistent 
processes, and potential lack of effectiveness in 
eliminating microorganisms. Sydney-based Nanosonics 
Ltd. (ASX: NAN) seeks to reduce HAI transmissions with 
its Trophon EPR, an automated, environmentally-friendly 
ultrasound probe disinfection system that eliminates 
the use of harmful chemicals, yet achieves high-level 
disinfection of the probe – including the shaft and handle 
– in just seven minutes. Based on technology developed 
in Australia, Trophon EPR has obtained regulatory 
approval for sale in most major markets, including North 
America, Europe and Japan. Now used in 44 of the top 
50 US hospitals, Trophon EPR is increasingly regarded 
as the new standard of care for ultrasound probe 
disinfection. Nanosonics’ accomplishments have been 

The information contained herein is based on currently available sources and should be understood to be information of a general nature only. The information is not  
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contents, or any portion thereof, may not be copied or reproduced in any form without permission of Cobalt. Clients may distribute for their own internal purposes only.   
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China medical devices: Moving up the value chain
Between 80-90% of China’s estimated 18,000 medical device manufacturers 
focus on lower-end products, such as syringes, thermometers, surgical gloves 
and bandages. However, this is beginning to change as the desire to improve 
competitiveness vis-à-vis domestic and international competitors propels local 
medical device companies to shift away from low-end products and set their 
sights higher up the value chain. An expanding pool of experienced talent, 
continuing investment in R&D, and advancements in manufacturing equipment 
and production technology are key factors enabling this trend.

The Chinese government is also playing its part to encourage domestic 
manufacturers to move up the value chain.  Recognizing the issues facing 
low-end producers (e.g. rising labor costs, environmental issues, and slowing 
exports), China’s State Council unveiled in May 2015 “Made in China 2025”, 
a 10-year action plan to make China’s manufacturing more competitive, 
innovative and efficient, so that it can occupy the highest parts of global 
production chains. Significantly, biotechnology and advanced medical devices  
are among the ten designated sectors of focus.

1 Source: IDC Worldwide Quarterly Wearable Device Tracker, February 23, 2016 
2 Infections acquired by patients in a hospital or other health-care facility, not present or incubating at the time of admission.  
 Source: http://www.who.int/gpsc/country_work/gpsc_ccisc_fact_sheet_en.pdf
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