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83
transactions announced

FDA ENVIRONMENT

For 510(k) applications covering less-risky (Class II) medical devices, FDA approved 85 percent of all clearance
applications, the highest rate since 2010. FDA began accelerating 510(k) approvals in 2015, when it took an average of
95 days for 510(k) applications to go through the agency, compared to 126 days in 2014. 510(k) approvals have been
holding relatively steady through 2016, averaging 250 per month. It is expected under the new administration the FDA
reviewing process will become even more expedited and simplified.

EXECUTIVE SUMMARY

Q3 2016 was another robust quarter with continued strong valuations for medical device companies in both the public and
private sector. The expected increase in the federal funds rate in early 2017 may hurt valuations, although probably to a
relatively small degree. Q3 2016 saw larger deals continue to be broken up and slowed down by the U.S. government,
while both strategic and financial acquirers have continued to consolidate with smaller tuck-in acquisitions. This continued
demand for smaller acquisitions will continue to drive valuations for the middle-market medical device players. Medical
device companies are trying to figure out how to offer a broader selection of products, along with “solutions” (IT and
services) to their provider customers as pricing pressures have begun to creep in.
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Selected OEM Acquisitions

Target Acquirer EV (mm)
EV/

Rev.

EV/

EBITDA

$4,325 n/a n/a

$237 3.2x nm

$121 12.2x nm

$53 2.6x n/a

(Large Joint)
$33 n/a n/a

n/a n/a n/a

n/a n/a n/a

n/a n/a n/a

OEM MERGER AND ACQUISITION ACTIVITY

Q3 was a robust quarter of OEM transactions with 77
transactions announced, up from 75 in Q2. Total
disclosed transaction value was $5.3 billion, a bit light
as companies were focused on relatively smaller tuck-
in transactions.

England & Company continues to see larger strategic
players vying for new innovations, and the primary
source of that has come from smaller, closely held
private company acquisitions. As this competition
continues, multiples continue to climb. The median
Enterprise Value/Revenue multiple YTD 2016 has
risen to 3.8x, up from 2.3x last year.

Q3 transaction volume remained relatively
steady, with 6 deals announced, down from 7 in
Q2. M&A valuations reached a new height with
2016 YTD median EV/EBITDA up to 14.5x from
12.1x in 2015.

Selected CMO Acquisitions

Target Acquirer EV (mm)
EV/

Rev.

EV/

EBITDA

$11 n/a n/a

$7 n/a n/a

Grizzly Medical $2 0.6x n/a

n/a n/a n/a

n/a n/a n/a

n/a n/a n/a

SECTOR SPOTLIGHT:  CONTRACT MANUFACTURING ORGANIZATIONS (“CMOS”)

Source: FactSet

Source: FactSet
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CAPITAL MARKETS

England & Company’s Medical Device Index (MDI), outpaced the S&P 500, over the past twelve months with an increase

of 27% as the S&P 500 was very flat with only a 1% increase over the year. Similarly in Q3 2016, the MDI had an increase

of 3% compared to the S&P 500 with 1%.

Medical Device valuations have remained

consistent with Q3 2015 levels, with the median

EV/Revenue multiple at 4.2x, up from 4.0x a

year ago, and EV/EBITDA up to 14.6x down from

Q3 2015’s 14.7x.

Some of the momentum behind the MDI's

continued rise is politically driven. When

the Affordable Care Act, also known as

Obamacare, was enacted several years ago, it

contained a tax targeting medical device

makers, including some of the companies

residing in the MDI. Although the MDI soared

along with the broader healthcare sector during

the Obama Administration, data suggests the

medical device tax was punitive to the industry's

workers.

It is believed the tax caused 29,000 jobs to be
lost, and medical device employment fell
in 2012, 2013 and 2014. The tax entered a two-
year suspension in 2015. Medical device
employment rose that year.

Source: FactSet

Source: FactSet

Source: FactSet
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ABOUT ENGLAND & COMPANY

England & Company is an independent investment bank focused on providing financial advice on mergers, acquisitions,
restructurings, and capital-raising to owners, executives, and boards of directors of public and private companies. The
firm's clients include leading companies in the Energy & Industrial Growth, Healthcare, and Technology & Media Markets.

Founded in 2002, England serves its clients through its offices in Washington, DC, New York, and Houston. England’s
established experience in Healthcare includes Healthcare IT, Medical Diagnostic Laboratories, Managed Care and Disease
Management, Senior Housing & Long-term Care, and Medical Devices & Diagnostics.

All securities transactions offered through England Securities, LLC – member FINRA/SIPC.

The information contained in this report has been obtained from sources believed to be reliable. England Securities, LLC (“England”) is dependent upon such sources (including company reports, public filings, press releases,

and related news articles) for its information and does not guarantee or warrant the accuracy or completeness of these data sources or of the analyses and data contained herein. Nothing in this report constitutes an offer to

buy or sell, or the solicitation of an offer to buy or sell, any security. Nothing contained in this publication is intended to be a recommendation of a specific security or company, nor is any of the information contained herein

intended to constitute an analysis of any company or security reasonably sufficient to form the basis for any investment decision. Additionally, England does and seeks to do business with companies covered in its publications.

As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this publication. Moreover, officers and/or employees of England and its affiliates, or members of their

families, may from time-to-time have long or short positions in securities of companies mentioned in this publication. Unless otherwise indicated, information presented herein with respect to the experience of England also

includes transactions effected by the principals of England prior to the date they joined the firm.

CONTACT US:

For information about England & Company’s capabilities, please contact one of our senior healthcare bankers:

REPRESENTATIVE TRANSACTIONS:

Craig W. England

Chief Executive Officer

(713) 513-7181

cwengland@englandco.com

Scott R. Cousino

Managing Director

(202) 386-6504

srcousino@englandco.com

J. Andrew Cowherd

Managing Director

(212) 235-0855

acowherd@englandco.com

Paul D. Teitelbaum 

Managing Director

(212) 235-0857

pteitelbaum@englandco.com

www.englandco.com

NEW YORK

1441 Broadway

6th Floor

New York, NY 10018

(212) 235-0850

WASHINGTON, DC
888 17th Street, NW

Suite 304

Washington, DC 20006

(202) 386-6500

HOUSTON

1700 Post Oak Boulevard

Suite 600

Houston, TX 77056

(713) 513-7185
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