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Dear Valued Reader,

Welcome to the August 2016 edition of the Venue Market Spotlight.  
In this issue, we will examine the trends and patterns defining the future  
of M&A in the healthcare space.

Dealmaking in the healthcare industry has tapered somewhat compared 
with the previous two years. However, M&A activity within the sector is still 
strong when looked at over a longer period. The first half of 2016 heralded 
678 healthcare deals worth US$171.3bn globally, representing 5% and 
6% falls respectively from the numbers last year. Yet these figures are still 
far ahead of the volume and value seen pre-2014.

Traditional drivers for healthcare M&A persist, such as investment in niche 
drug development areas and responses to regulatory pressures. At the same 
time, new drivers, such as the rise of digitization and increasing demand for 
personalized medicine, have fueled new deal activity. Indeed, according 
to figures from Rock Health, venture funding for digital health companies 
increased by 13% in Q1 2016, to a total of US$981.3m for the quarter.

According to respondents in this month’s Spotlight, investment in digital 
health, biotechnology and medical devices is expected to increase greatly. 
Coupled with this, companies are set to invest more in technology that is in 
sync with their own corporate ethos and strategic growth objectives. However, 
like many other sectors, healthcare is facing challenges in the form of stringent 
regulations and geopolitical uncertainty.

Continued growth and investment opportunities, no matter the sector, require the 
highest level of on-demand deal team support. At RR Donnelley, we have built our 
technology solutions and financial services platforms to enable our dealmaking 
clients the flexibility and support for a deal of any type, size or geographic 
location. In fact, our Venue Deal Solutions suite is uniquely positioned within 
the industry to address every step of the deal process – quickly and efficiently.

As always, please enjoy this month’s Spotlight.

Sincerely,

Tom Juhase
President, Financial Services Group
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Asia is set to see a surge in 
healthcare M&A according 
to 52% of respondents, as 
emerging markets come to 
the fore. By contrast, the 
more developed North 
American and European 
markets mustered only 24% 
of support each.

PE activity in healthcare 
will increase over the next 
year, according to 74% 
of respondents, with the 
development of technology 
tailored specifically to the 
sector attracting buyout 
houses’ attention.

IPO activity is expected 
to fall over the next 12 
months, according to 72% 
of respondents, as global 
volatility and uncertainty 
in markets keeps windows 
closed for the time being.

The healthcare industry has always been at the forefront  
of innovation, investment and breakthroughs. However, 
over the last few years, those in the industry have had 
to come to terms with seismic shifts in terms of both their 
business and their consumers.

Business-wise, healthcare companies have been quick to use transformative 
M&A as a tool to defend their bottom lines as well as reshape their 
businesses. The trend of tax inversion deals over the last few years is a 
testament to this. The issue of patents over certain drugs has also led to 
huge deals in order to compensate for lost money – according to Evaluate 
Pharma, US$120bn in sales was lost to patent expirations between 2009 
and 2014. Israel-based Teva, for example, has sought to retain revenue 
from patented drugs by buying Mexican company Rimsa for US$2.3bn,  
in a deal that Teva said would bring, among other things, “a portfolio of … 
pharmaceutical patents in Latin America and Europe.”

While this has long been a theme in healthcare, the industry is also having 
to adapt to a changing world. According to the United Nations, there will 
be 500 million more people on the planet aged 60 or older by 2030, while 
Brookings Institution research suggests that more than 60% of the world’s 
population will be middle class by that year, up from around 30% in 2012. 
These changes will have huge effects on the healthcare demanded by 
consumers, as well as how they access it.

Respondents seem prepared for these changes, and are looking to spend  
in these areas, according to this month’s Spotlight. Sixty-four percent 
expect digital health to be one of the sub-segments to experience a major 
lift in M&A, while 40% said biotechnology will also see a rise. On top  
of this, acquiring synergistic technology or data is seen as one of the key 
drivers behind future activity.

In an age of evolution for healthcare, companies can’t afford to stand still 
as the nature of medicine and consumers changes. In the next year, they 
need to decide whether to brave choppy waters globally to stay ahead  
of the curve.

Other key findings include:

52% 

74% 

72% 
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SURVEY 
Which healthcare sub-segments will see the largest 
increase in M&A activity in the coming 12 months? 

(Select top two)

The digital health revolution is set to grip healthcare M&A in the coming 
year, according to our respondents. Almost two-thirds (64%) felt that 
digital health will be one of the top two sub-sectors in healthcare to 
see the biggest increase in M&A, followed closely by medical devices 
(52%). Biotechnology was expected to be one of the most popular 
M&A healthcare sectors by 40%, while hospitals, insurance and 
pharmaceuticals were less favored.

Healthcare firms’ bets on the digital space are increasing as these 
companies try to get the edge on their competitors. According to a Rock 
Health report, digital health investment in H1 2016 topped US$2bn, while 
M&A value in the subsector almost doubled in the same period compared 
with H1 2015 to US$10.4bn.

“Digital health is the future of healthcare, and it is now a must for all 
companies operating in the sector,” explained the vice president of 
operations and strategy at a corporate. “No company wants to lag behind 
in digital health and tamper with their growth prospects, so all of them  
are showing interest in adopting digital health. This will naturally increase 
M&A activity in the segment.”

64%Digital health
 

52%Medical devices

40%Biotechnology
 

20%Pharmaceuticals

16%Hospitals + outpatient clinics

8%Insurance companies

Q1 Q1

 64% BELIEVE THAT, IN HEALTHCARE, THE SUB-SECTOR  

  DIGITAL HEALTH      
 WILL BE A TOP ATTRACTION FOR 
          DEALMAKING
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Low cost of deal financing

Sales / divestments 
to reduce debt burden

Effects of the Affordable
Care Act

Desire to expand into
new geographies

Consolidation
to reduce costs

Acquisitions of synergistic
technology or data

12%

12%

8%

64%

56%

48%

Q2What will be the main drivers of healthcare  
M&A over the next year? (Select top two)

In line with the focus on digital healthcare, 64% of respondents  
see acquiring synergistic technology or data as one of the top deal 
drivers in the industry. Second among respondents was the need  
to consolidate and reduce costs (56%), while the desire to expand  
into new geographies will be a top-two consideration according  
to 48%.

As technology proliferates, acquiring companies that fit into the firm’s  
growth model and market is paramount to keep ahead. One recent  
example of this was Utah-based Myriad Genetics acquisition of genetic 
testing company Assurex Health for US$225m. This would give Myriad,  
a diagnostics and personalized medicine-focused firm, “access to 
GeneSight, one of the fastest growing new diagnostics tests ever in a multi-
billion dollar global market” according to Myriad CEO Mark Capone.

What will be the main barriers/challenges  
to healthcare M&A over the coming year?  

(Select top two)

Regulatory issues are set to be the main barriers to upcoming  
healthcare M&A activity, according to four-fifths of respondents.  
Current global economic and political uncertainty – such as the 
aftermath of Brexit and the upcoming US presidential election –  
is weighing heavily on the minds of 68% of respondents, while nearly  
half (48%) see high valuations and/or low profitability of targets  
as a top concern.

In the regulatory sphere, numerous major healthcare deals have  
stalled in the last few years due to US antitrust review. In particular,  
the Department of Justice has sued to block two massive proposed tie-ups 
between insurance industry giants: one between Anthem and Cigna  
valued at US$50.4bn, and the other between Aetna and Humana with  
a value of US$36.3bn. Several major pharmaceutical deals have come 
under government scrutiny as well.

“Regulation in healthcare segments is very tough – the government 
restricts big transactions,” said a managing director at an investment 
bank. “Brexit has also caused significant uncertainty on what new 
policies will look like, and predicting its impact is a big challenge.”

Shortage of
interested buyers

High valuations and/
or low profitability
of potential targets

Geopolitical +
macroeconomic uncertainty
(e.g., due to Brexit, the US
presidential election, etc.)

Regulatory issues (e.g.,
antitrust review) 80%

68%

48%

4%

Q3

Q2

Q3
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Which region will have the most healthcare M&A 
activity in the coming 12 months? (Select one)

More than half of respondents (52%) think the Asia-Pacific region will 
experience the most healthcare M&A activity over the next 12 months, 
while just 24% expect the developed economies of Europe and North 
America to have the most. No one expected Africa or Latin America  
to see major levels of healthcare M&A.

Asian countries have indeed seen a growing amount of deal activity in recent 
years. Mergermarket data show that deal value increased from an annual 
average of US$15.2bn in the period 2007-2013 to a total of US38.7bn in 
2015. The number of deals also more than doubled over that period, from 
142 transactions in 2007 to 307 last year. Transactions of significant size 
have become more common as well – already in 2016, Toshiba Corp sold 
its medical systems division to Canon Inc. for US$5.5bn, while private equity 
firm KKR sold two India healthcare companies for a total of US$4.3bn.

Businesses in Asian countries offer acquirers a diverse range of benefits, 
according to a managing director at a European investment bank.  
“Asia-Pacific will see an increase in healthcare M&A, since domestic 
businesses have significant growth potential coupled with low valuations,”  
he said. “Top acquirers will include the USA, UK, Germany, and France,  
and their targets will be located mostly in India, China, and Thailand.”

What will happen to private equity investment  
in the healthcare sector in the next 12 months?

Respondents are largely optimistic about private equity investment  
in healthcare over the next 12 months, with 56% believing it will increase 
somewhat and another 28% estimating that it will increase significantly. 
Just 8% think PE activity will remain the same and an equal percentage 
predict that it will decrease somewhat.

In H1 2016, the healthcare industry saw 126 PE buyouts globally, with total 
value of US$9.6bn, representing a 20% increase in volume but a 38% drop 
in value compared to H1 2015. In the coming months, market observers 
expect strong activity, with bargain valuations across Latin America and 
Asia as well as continued growth of the sector in developed countries. 
In terms of sub-sector trends, the largest PE deals of 2016 have been for 
companies that provide supplemental services to healthcare providers,  
such as cost management solutions and patient satisfaction surveys.

North America 
24%

Asia-Pacific 
52%

Europe 
24%

Q4

56%Increase somewhat

28%Increase significantly
 

8%Remain the same

8%Decrease somewhat

Q5

Q4

Q5
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The strong profit margins of many healthcare companies mean that PE  
will continue to seek targets in the sector. “The healthcare industry has had 
higher return multiples in the past year, and the appetite of private equity 
firms will grow as industry conditions improve,” said one investment bank 
managing director.

What will happen to IPO activity in the healthcare 
sector in the next 12 months?

As geopolitical uncertainty keeps investors on edge, 52% of respondents 
said they expect healthcare IPO filings to decrease somewhat, with 
another 20% predicting they will decrease significantly. Only 8% think 
they will increase somewhat and 20% envision them remaining the same.

Global IPO activity slowed by a significant margin in Q1 2016, with  
a total of 167 deals collecting just US$12.1bn in investment, representing 
a 39% drop in volume and a 70% decline in capital raised compared 
to Q1 2015. However, healthcare proved to be one of the few sectors 
with sustained investor interest: of the 10 US IPOs listed in Q1 2016, all 
belonged to the healthcare sector. This continued a trend of 2015, in 
which healthcare tied for the most debuts globally of any industry with 
205, raising US$15.7bn in capital.

Nonetheless, the CFO of a major Chinese medical firm said signs did not 
look bright for the coming year. “IPO activity will decrease. The markets 
are not performing as expected, and the number of withdrawals made  
by investors is hampering stock market dynamics, which puts listed 
businesses at risk,” he said. “I don’t believe decision-makers will support 
such a strategy to access capital markets.”

52%Decrease somewhat

20%Remain the same

8%Increase somewhat

20%Decrease significantly

Q6

Q6
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Call 1.888.773.8379

Or visit www.venue.rrd.com
Venue demo (audio enabled):
Venue.RRD.com/Demo Deals. Done. Simple.
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Biotechnology

GALENICA

Acquires

RELYPSA INC.

$1.38 B

JULY 21, 2016

Medical: Pharmaceuticals

SHIRE PLC

Acquires

BAXALTA INC.

$35.2 B

JUNE 3, 2016

Medical: Pharmaceuticals

ABBVIE

Acquires

STEMCENTRX

$5.8 B

APRIL 28, 2016

Medical; Medical: Pharmaceuticals

IMS HEALTH

and

QUINTILES

To merge

$12.9 B

MAY 3, 2016

Biotechnology

ROYAL PHARMA

 acquires portion of Xtandi 
royalties co-owned by

UCLA

$1.14 B

MARCH 4, 2016

Consumer: Retail: Chemists/health

MCKESSON

Acquires

 REXALL

$1.9 B

MARCH 2, 2016

Medical

MCKESSON

Acquires

VANTAGE ONCOLOGY, LLC

AND BIOLOGICS, INC.

$1.2 B

APRIL 4, 2016

Biotechnology

EDITAS 

MEDICINE

IPO

$94.4 M

FEBRUARY 3, 2016

Medical

HELLMAN & 

FRIEDMAN

Acquires

MULTIPLAN

$7.5 B

JUNE 7, 2016
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ABOUT RR DONNELLEY

About Venue

design that allow you to easily organize, manage, share and track all of your 

you can manage who has access to your data room, which documents they see,  
and how they can interact with those documents. 

Venue data rooms are backed by RR Donnelley, a $11.6  billion corporation with 
more than 500 locations and over 65,000 employees worldwide. RR Donnelley’s 
total revenues are larger than all other virtual data room providers combined.  
We bring extensive experience to providing integrated communications services.

us directly.

Da Sr. 
D

255
Fax: 212.341.7475 |venuecommunications@rrdvenue.com

RR DONNELLEY AT A GLANCE

 $11.6  billion 2014 net sales

65,000+ Employees
500+ Global locations

Nearly 125 Manufacturing 
locations

750+ Issued and 
pending patents

Nearly $2 
billion

Capital 
investments over 
the past six years

RR Donnelley is a global provider of integrated communications. Our  
company works collaboratively with more than 60,000 customers worldwide to
develop custom communications solutions that help to drive top-line growth, 
reduce costs, enhance ROI and ensure compliance. Drawing on a range of 
proprietary and commercially available digital and conventional technologies 
deployed across four continents, the company employs a suite of leading 
Internet based capabilities and other resources to provide premedia, printing, 
logistics and business process outsourcing services to clients in virtually every 
private and public sector. 
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Mergermarket is an unparalleled, independent mergers & acquisitions (M&A) 
proprietary intelligence tool. Unlike any other service of its kind, Mergermarket  
provides a complete overview of the M&A market by offering both a forward-looking 
intelligence database and a historical deals database, achieving real revenues for 
Mergermarket clients. 

Remark, the events and publications arm of The Mergermarket Group, offers a range 
of publishing, research and events services that enable clients to enhance their own 
profile, and to develop new business opportunities with their target audience. 

To find out more, please visit www.mergermarketgroup.com/events-publications

For more information, please contact:

Katy Cara
Sales Director, Remark
Tel: +1 646 412 5368


