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Executive summary: 

Welcome to the third-quarter 2012 edition of our Global Healthcare Deals 
Quarterly newsletter. 

The overall global mergers and acquisitions (M&A) market remained sluggish 
through the third quarter as cautious market sentiment cooled deal flow. 
According to our analysis of Dealogic data, through September 30, 2012 deal 
value and volume have declined 13% and 5%, respectively, as compared with 
the same period in 2011. 

Healthcare slowed faster than the global average, with 9M 2012 deal value and 
volume down 17% and 9%, respectively. However, a different picture emerges 
by region. In the US, the market experienced a sharp decline in activity due to 
health policy, regulatory, and tax uncertainty ahead of the November 
presidential election. At the other end of the spectrum, China and Brazil posted 
strong growth. In fact, while the US remains the global hub of healthcare deal 
activity, slower deal flow during 2012 has eroded the US share of the global 
healthcare M&A market by nine percentage points, which have been picked up 
neatly by China and Brazil. Meanwhile, MD Medical Group’s US$300 million 
IPO at 22X EBITDA reflects healthy investor appetite for Russian hospital 
sector exposure.  

Sluggish overall deal trends notwithstanding, we find an important shift in 
sentiment towards globalisation emerging among the historically insular 
payers and providers. Recent transactions include the largest ever Brazilian 
acquisition by a US health insurer, and a landmark US$400 million Indian 
hospital business trust IPO on the Singapore exchange raised foreign capital to 
help fuel growth. Finally, a slate of new partnerships and affiliations are 
building a base of cross-border experience that improves the transactional 
risk/reward trade-off.  

Looking ahead, a rebound in US healthcare M&A activity is likely as traditional 
consolidation drivers remain relevant amid federal cost-cutting. We also expect 
Chinese M&A activity to resume its brisk pace as the market moves forward 
after the leadership transition.  Globally, we expect budgetary pressures will 
continue to erode healthcare margins, driving companies to introduce or 
expand international revenue streams to maintain or bolster financial health, 
driving cross-border M&A.  Historically low interest rates and highly receptive 
capital markets support our expectation of an uptick in deal activity. 

Look for our global healthcare deal trends and analysis to be incorporated in an 
upcoming semi-annual “Healthcare M&A Insights” series coming from the US 
Transaction Services group in 2013.

Weaker 2012 M&A pace reflects US slowdown 

Services sectors globalising as risk/reward trade-off improves 

 

Highlights 
 
In this edition of Global Healthcare Deals 
Quarterly, we share recent developments 
and feedback from our global client base 
supporting increasing globalisation of the 
healthcare services sector. 
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Welcome 
Welcome to the 3Q 2012 edition of the Global Healthcare Deals Quarterly 
  

Universal themes drive healthcare markets globally. Although individual health 
systems have unique challenges and characteristics, each is searching for the best 
way to finance and deliver healthcare with the right balance of quality, cost, and 
access. These shared priorities lead to faster, better, and cheaper solutions that 
transcend borders and cultures. In a word, healthcare is becoming more 
globalised. 

In the M&A marketplace, we see these same trends driving attractive growth 
opportunities in the coming years. 

PwC is a network of firms in 158 countries. By leveraging the expertise of our 
more than 10,000 health policy, pharmaceutical and life sciences, payer, and 
provider health professionals, PwC is a leading healthcare professional services 
firm. 

In addition, our deals network of 9,500 experienced professionals includes the leading 
global transaction services business and the largest international middle market 
corporate finance business. We advise corporate management teams, private equity 
funds, and the public sector, with a proven track record in healthcare mid-market 
transactions. We help clients minimise their risks, progress with the right deals, and 
capture value at the deal table and after the deal closes. 

“Payers and providers are warming to global expansion for 
two key reasons: a growing body of best practices defined by 
the early movers has reduced cross-border risk, while the 
reward — growth — grows more urgent. UnitedHealth’s Amil 
acquisition marks an important turning point in the trend 
towards globalisation, lending a new level of credibility to 
emerging markets’ secular growth proposition and 
signalling a shift in capital market sentiment. Meanwhile, 
Fortis’ business trust issuance reflects a new solution to 
finance global expansion. In 2013, expect more healthcare 
services companies, long absent from the global M&A 
markets, to follow suit with global growth and capital-
raising strategies of their own.” 

Dr. David Levy, 

Global Health Industries Leader
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Weaker 3Q reflects US slowdown 

Global M&A trends 

The overall global M&A market remained sluggish through 
the third quarter of 2012 as cautious market sentiment 
weighed on deal activity. Through September 30, 2012, deal 
value and volume have declined 13% and 5%, respectively, 
as compared with the same period in 2011, according to our 
analysis of Dealogic data. 

Our analysis of Dealogic mid-market M&A data finds 
the following:  

• Total global mid-market M&A disclosed deal value fell 

13% while the number of deals declined 5% through 3Q 

2012 as compared with the same nine-month period in 

2011. Healthcare deal activity slowed faster than the 

global average, with value and volume down 17% and 

9%, respectively. See Chart 1.  

• M&A trends have varied significantly by region, with a 

sharp decline in the number and value of US deals the 

key driver of healthcare’s underperformance. 

Meanwhile, the emerging markets of China and Brazil 

continued to post strong growth. In fact, while the US 

remains the global hub of healthcare deal activity, slower 

deal flow during 2012 has eroded US share of the global 

healthcare M&A market by nine percentage points, 

which have been picked up neatly by China and Brazil. 

While still trailing the top 10 deal markets, the Russian 

Federation has seen a healthy pick-up in healthcare deal 

activity during 2012, a trend likely to accelerate 

following MD Medical Group’s October IPO, which 

priced at 22X EBITDA according to our analysis of 

public filings. See Chart 2.  

• Annualised 2012 M&A trend implies the year could close 

with deal volume only modestly behind 2011, though 

with deal value down more sharply as average deal size 

has declined. See Chart 3.  

• Within the US healthcare sector, the slowdown in deal 

activity was pronounced in the pharmaceutical and 

device sub-sectors, while healthcare information 

technology continued to post growth. See Chart 4.  

 

Bearish global economic fundamentals continue to weigh on 
deal activity. Focus remains on the burden of debt on the 
global economy. Short-term liquidity fixes in Europe have 
done little to relieve longer-term eurozone debt and growth 
concerns. The United States’ looming fiscal cliff and the risk 
of a hard landing in China amid slowing GDP growth 
contribute to global markets’ anxiety. Positive momentum 
in US housing market statistics offers a rare bright spot, 
boosting consumer confidence but having little impact, at 
least so far, on corporate earnings or business confidence. 

Within the healthcare sector, policy, regulatory, and tax 
uncertainty ahead of the November US presidential election 
presented key overhangs on the healthcare deal 
environment, only partially lifted by President Obama’s re-
election. Investors Patient Protection and Affordable Care 
Act’s (PPACA) insurance coverage expansion to proceed in 
2014 as the risk of further repeal and/or de-funding 
attempts fades. However, much uncertainty remains 
surrounding a looming 2% sequester of Medicare spending 
to reduce the federal deficit, a lack of clarity on how 
Congress will pay for a long-delayed US$300 billion fix for 
the US physician fee schedule’s sustainable growth rate 
(SGR) formula, the potential for changes to the tax 
treatment of corporate debt, and tactical considerations 
around new health reform initiatives, including health 
insurance exchange implementation deadlines, amid the 
potential for further PPACA repeal and/or de-funding 
attempts.  

Looking ahead, we expect budgetary pressures will continue 
to erode healthcare margins globally, driving companies to 
introduce or expand international revenue streams to 
maintain or bolster financial health, which could drive up 
cross-border M&A. Meanwhile, a rebound in domestic US 
healthcare M&A activity is likely as traditional consolidation 
drivers remain relevant amid federal cost-cutting. 
Historically low interest rates and highly receptive capital 
markets support our expectation of an uptick in deal 
activity. 

Our analysis includes M&A with a disclosed value from 
US$50 million to US$750 million, unless otherwise noted, 
and excludes acquisition of assets, repurchases, spin-offs, 
and split-offs.
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Weaker 3Q reflects US slowdown 
 

Chart 1: Global industry group ranking by 
deal value 

 
 

Source: Dealogic 

 

Chart 2: Global target nationality ranking by 
deal value 

Source: Dealogic 

 

Chart 3: Global healthcare M&A trend in historical 
perspective 
 
 

 
Source: Dealogic 

 

Chart 4: US industry group ranking by 
deal value 
 
Traget 
Industry 
Group 

9M 2012 9M 2011 Value 
% change 

Volume 
% change 

Deal 
Value 
(US $m) 

No. Deal 
Value 
(US $m) 

No. 

Drugs/Pharmaceuticals 5,240 40 4,717 48 11% -17% 

Healthcare Instruments 2,705 60 3,459 69 -22% -13% 

Biomed/Genetics 1,624 38 2,235 38 -27% 0% 

Hospital/Clinics 1,498 97 1,233 107 22% -9% 

Miscellaneous Services 1,003 24 3,690 20 -73% 20% 

Healthcare Products 630 35 699 24 -10% 46% 

Outpatients Care 353 39 931 38 -62% 3% 

Medical/Analytical System 333 20 1,664 17 -80% 18% 

Nursing Homes 63 8 630 21 -89% -62% 

HMOs 0 8 0 6 nm 33% 

Total 13,454 372 19,511 391 -31% -5% 

Source: Dealogic 
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2012 healthcare M&A trends are 
behind 2011 pace

Global M&A deal value Deal volume

Target 
Industry 
Group 

9M 2012 9M 2011 Value 
% change 

Volume 
% change 

Deal Value 
(US $m) 

No. Deal Value 
(US $m) 

No. 

Computers & 
Electronics 

46,346 2,463 54,657 2,214 -15% 11% 

Finance 38,494 1,167 53,477 1,430 -28% -18% 

Oil & Gas 32,168 381 25,936 355 24% 7% 

Healthcare 29,879 834 36,052 916 -17% -9% 

Mining 29,015 259 27,401 369 6% -30% 

Utility & 
Energy 

24,113 411 32,214 566 -25% -27% 

Construction/ 
Building 

21,227 984 18,195 1,008 17% -2% 

Transportation 19,705 707 18,860 724 4% -2% 

Real Estate/ 
Property 

19,618 459 32,267 611 -39% -25% 

Professional 
Services 

19,324 2,505 24,904 2,427 -22% 3% 

Total 438,207 15,868 506,127 16,620 -13% -5% 

Health target nationality ranking 

Target 
Nationality 

9 M 2012 9 M 2011   

Rank  Deal 
Value 
(US $m) 

No. % 
share 

Rank Deal 
Value 
(US $m) 

No. % 
share 

Value 
% change 

Value % 
change 

United States 1 13,454 372 45.0 1 19,511 391 54.1 -31% -5% 

China 2 4,033 45 13.5 2 3,242 44 9.0 24% 2% 

United 
Kingdom 

3 1,604 41 5.4 3 1,765 37 4.9 -9% 11% 

Brazil 4 1,591 24 5.3 15 333 17 0.9 378% 41% 

Canada 5 936 14 3.1 7 896 28 2.5 4% -50% 

Turkey 6 750 5 2.5 21 270 7 0.8 178% -29% 

Australia 7 749 7 2.5 6 982 14 2.7 -24% -50% 

Israel 8 681 10 2.3 28 53 3 0.2 1,177% 233% 

India 9 544 29 1.8 11 511 18 1.4 6% 61% 

France 10 523 22 1.8 4 1,329 49 3.7 -6% -55% 

Total  29,879 834 100  36,052 916 45.0 -17% -0.31 
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Services sector globalising as risk/reward trade-off improves 

 

In this edition of Global Healthcare M&A Quarterly, we highlight 
developments that support increasing globalisation of the 
healthcare services sector as the quest for growth shifts the 
risk/reward trade-off in favour of cross-border transactions.  

Much of the commentary in this section was derived from a global 
healthcare deal environment panel discussion held in conjunction 
with PwC's 2012 Healthcare Corporate Development Roundtable 
in Washington, DC, during October 2012.  

 

A turning point in capital market sentiment 

Historically, we’ve seen a divergence in the trend between US and 
non-US payers’ and providers’ appetite for global diversification 
through M&A. Over the past decade, US companies have crossed 
borders for only 3% of M&A deals, compared with 17% of non-US 
acquirers. See Chart 5.  

Chart 5: Global payer and provider M&A deals 

 
Source: Dealogic 
Explanations for the divergence in trend are multi-fold, and 
include:  

 US public companies’ shareholders have not rewarded 
geographic diversification even in the face of new growth 
prospects, perhaps best illustrated by the US$300 million of 
value lost when news leaked to the public press of US hospital 
provider Tenet’s interest in Australian hospital target 
Healthscope in June 2010, causing shares to fall more than 
10%.  

 With many US healthcare stocks discounted from historical 
levels, inorganic growth has been viewed as value-destroying 
compared with share buybacks.  

 Stronger growth prospects abroad have been viewed as 
insufficient to offset the loss of revenue and overhead 
synergies that typically accrue to a domestic US deal.  

 A lack of financial statement integrity, less sophisticated 
management teams, and corruption have all tainted many 
emerging market targets.  

 The US has been the top destination for inbound cross-border 
healthcare M&A due in large part to the diversity of private 
sector targets. As a result, both US and non-US companies 
disproportionately acquire US targets.  

 

However, US budgetary pressures are forcing reimbursement cuts 
and driving margin compression in an already mature market, 
further limiting domestic growth opportunities. We hear our 
clients saying “there’s simply no more growth at home.”  

Meanwhile, increasing sophistication and scale of emerging 
market companies are helping to lower perceived M&A risk. Case 
in point: news of UnitedHealth’s acquisition of Amil, Brazil’s 
largest health insurer, was rewarded in the capital markets, with 
shares closing up roughly 4% on the deal announcement as 
compared with the prior 30 days’ average. Successful reception of 
this deal is an important marker of a shift in capital market 
sentiment and may reflect a turning point in public companies’ 
ability to expand globally.  

New affiliations and partnerships a leading indicator of 
cross-border trend 

An analysis of deal statistics shows no meaningful uptick in 
healthcare service companies’ cross-border M&A activity yet, as 
shown above in Chart 5. However, we’ve seen momentum for 
cross-border M&A building as the payers and providers test the 
waters through entering into new affiliations and partnerships 
abroad. Some examples include:  

 Johns Hopkins Medicine International, a US academic 

medical centre with a broad global footprint, over the last six 

years has expanded its global strategy from one focused 

primarily on providing consulting to include the long-term 

management of hospitals in regions as diverse as the Middle 

East, Asia, and Latin America.  

 The University of Pittsburgh Medical Center (UPMC) is also 

expanding its own global strategy, now managing and 

operating a hospital in Ireland, a transplant centre and a 

biomedical centre in Italy, transplant services in Singapore, 

cancer services in Kazakhstan, laboratory oversight in China 

and India, and IT implementation strategy for three hospitals 

in the United Kingdom.  

 “Go global” is now one of the three core strategies of one of the 

largest US insurers; its globalisation strategy has expanded 

from offering expatriate health and life insurance products to 

now include extending its business model to new geographies.  

US providers, predominantly academic medical centres, have not 

only been steadily increasing the number of their cross-border 

collaborations, but have also learned to manage associated risks 

better and become more risk tolerant in their overseas 

endeavours. Services are rapidly evolving from consulting to 

hospital management, and today some of the leading 

organisations seem to be ready to take full control of hospitals 

through strategic acquisitions and investments. 
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Services sector globalising as risk/reward trade-off improves 

 

“All US providers will face tough reimbursement 
pressures domestically in the coming years. Creating or 
increasing international revenue streams will be one of 
the solutions to maintain financial health. Despite the 
limited ability to realise savings on overhead sharing, 
the thoughtful transfer and adaptation of sophisticated 
US hospital management systems to overseas would 
provide substantial efficiency gains and competitive 
edge on the local market. Nevertheless, navigating 
through the cultural aspects of such projects is critical 
to success and requires experienced leadership and 
staff. Therefore, global strategy may be the answer for 
US providers with such organisational capability and 
resources.” 

Dr. Szabolcs Dorotovics, 
 Johns Hopkins Medicine International 

 

Similarly, US payers face a challenging domestic earnings outlook 

driven by continued commercial pricing pressures, 

reimbursement pressures on government payers Medicaid and 

Medicare, and higher operating spending ahead of health reform 

implementation. Inducements to expand into emerging markets 

include the opportunity to cover millions more lives in fast-

growing and underserved markets, improved margin potential in 

less competitive markets, new value in bringing managed care to 

large and inefficient public systems, and consolidation of highly 

fragmented markets. As a result, we expect the payer trend 

towards globalisation to accelerate, especially for those beholden 

to shareholders requiring growth.  

Capital raising globalising too 

In October, Indian hospital group Fortis monetised its hospital 

infrastructure assets through listing Religare Health Trust on the 

Singapore exchange. Religare’s initial public offering, priced to 

yield a 9% return, raised over US$400 million. Proceeds will be 

applied to strengthening the company’s balance sheet, allowing 

the company to raise new debt to fund organic and M&A growth 

as the company continues its strategy of domestic and global 

expansion.   

The deal was transformational because it was the first time an 

Indian hospital chain raised funds through an international fund-

raising vehicle to raise perpetual growth capital. Strong market 

demand for such offerings, which tend to offer low-risk yields in 

an environment of volatile markets, is likely to fuel further 

capital-raising efforts in the months to come. 
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