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More than 400,000 
medical device related jobs if tax 

repealed

EXECUTIVE SUMMARY

Enterprise 

Value
4.6x

LTM revenue

15.0x

LTM EBITDA

Enterprise 

Value
10%

decrease in Med Device Index

M&A

72
transactions announced

ELECTION IMPACTS ON THE AFFORDABLE

CARE ACT

With the new Republican administration
taking over in January, the healthcare
industry as a whole is anticipating and
preparing for the potential repeal and
replacement of the Affordable Care Act
(ACA).

Although uncertainty looms in the
background, a repeal of the ACA would likely
be a boon for the healthcare industry as
whole. The repeal of the medical device tax,
overall corporate tax reform, repatriation of
foreign cash, and industry-friendly
leadership at FDA and CMS will favorably
impact the healthcare industry.

With the ACA tax repealed, employment in
the medical device sector is expected to rise
by approximately 8% between 2017 and
2020.

EXECUTIVE SUMMARY

Valuations have remained strong for medical device companies while the market prepares for major changes within the
healthcare space. It is expected that certain segments of the healthcare market, particularly the medical device space, will
meaningfully benefit from the new administration’s policies, including the potential repeal and replacement of the
Affordable Care Act.

Medical device companies are continuing to expand into broader product offerings, along with solutions (IT and services) to
their provider customers as pricing pressures increase.
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Selected OEM Acquisitions

Target Acquirer EV (mm)
EV/

Rev.

EV/

EBITDA

(Medical Device Business)

$1,120 4.2x n/a

$975 n/a n/a

$945 6..0x 47.5x

$690 n/a n/a

(Wallace Product)

$175 7.0x n/a

$12 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

Q4 2016 activity was on pace with previous quarters
in 2016. 72 transactions were announced, down
from 77 in Q3, with $7.9B of disclosed transaction
value, up about 50% from $5.3B. Q4 2016 saw many
of the usual strategic players continue to expand
their tool belts with middle-market transactions.
Strategics didn’t monopolize the stage this quarter as
they have previously - PE firms showed their
participation with a few deals, including ACP-
Molecular and Audax-EagleVision. As the need for
M&A to broaden product offerings has gripped the
industry, we are finally seeing companies like
Edwards and B. Braun, which have historically been
relatively inactive, join the M&A spree.

Q4 2016 closed out a big year for CMO transactions with
36 announced, up from 29 in 2015. Most notably this
quarter was Tegra Medical being acquired by SFS Group.
Tegra Medical was formed by Riverside Partners in 2007
through the acquisitions of New England Precision
Grinding, Accu-Met Laser and American Medical
Instruments, with subsequent acquisitions of CTW and a
Costa Rica manufacturing operation in 2010. After almost
a decade, Riverside agreed to sell Tegra for 1.9x revenue
and 12.0x EBITDA. Tecomet appears to be bulking up as it
attempts to sell the company.

Selected CMO Acquisitions

Target Acquirer EV (mm)
EV/

Rev.

EV/

EBITDA

$189 1.9x 12.0x 

$11 n/a n/a

n/a n/a n/a

Water Street 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

The Medical Device Index (MDI) had outpaced the

S&P through the 2016 U.S. Presidential election.

With the uncertainty of Obamacare and the future

of healthcare in the U.S. looming over companies

and investors, the MDI fell 10.0% in Q4 (reversing

most of its gains in the first three quarters) while

the S&P grew 3.6%.

Despite the loss in share price, valuations have

remained strong for the MDI. Investors are paying

4.6x revenue and 15.0x EBITDA, up from 3.9x and

14.2x respectively.

Many of the companies within the MDI grew

through acquisition of other firms this year. The

most notable transaction was completed shortly

after year-end 2016 – Abbott completed its $25

billion acquisition of St. Jude Medical on January 4,

2017. Together, the companies will compete in

nearly every segment of the cardiovascular market

and hold the top spots for positions across the

subsector.
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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:
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Sell-side Advisor

has been acquired by
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strategic investment

ISRAELI MEDICAL DEVICE

COMPANY

has sold its Surgical 
Services Division to 

Buy-side Advisor

has been acquired by

Sell-side Advisor

to be acquired by

Sell-side Advisor
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