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4) Parties are increasingly pursuing opportunities to put small companies together to create more critical mass for exits – e.g., 
EndoChoice + Peer Medical. 5) Payors are increasingly investing in/partnering with, yes you heard it right: med device companies.

M&A activity in the device OEM sector took a momentary “breather”
during Q2 2015, with 74 deals vs 83 in Q1 2015. However, the average
deal size increased, resulting in the rise in total transaction value from
$7.6B in Q1 to $7.9B in Q2. Over the last twelve months, median
EV/Revenue and EV/EBITDA for M&A deals were 2.90x and 15.5x
respectively, an increase from 1.69x and 15.0x, respectively, for the
prior twelve months.

We see continued sector consolidation, with transactions such as Hill-
Rom’s $2.1B announced acquisition of WelchAllyn and St. Jude’s
$175M buy of Spinal Modulation. These deals bring buyers into
adjacent and new growth markets to drive their top-line and gain
market power vs. providers putting pressure on pricing. In the wake of
the mega-mergers of 2014, 2015 has seen a wave of small antitrust-
driven divestitures, which also has helped the number of deals in 2015.
For example, in June, Zimmer sold its US unicondylar knee business to
Smith & Nephew as part of closing its merger with Biomet.

Themes from the Wilson Sonsini Goodrich Rosati (WSGR) MedTech
conference (June): 1) Interest in med devices increasing; investors
have become more active. 2) Build your company as though you’re
going to build it, not sell it – if you have strong IP and make
clinical/market progress, the buyers will come. 3) Demonstrate strong
traction in just one large market (e.g., Germany), don’t spread thin and
try to sell globally all at once. 3) Partnering is becoming increasingly
important – don’t be afraid to start speaking with strategics early on.
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$2,051 N/A N/A

$175 N/A N/A

$175 N/A N/A

$110 N/A N/A

$75 N/A N/A

$75 N/A N/A

$16 1.80x 5.0x

$4 1.10x 4.9x

Source: FactSet

We continue to watch attempts to repeal the medical device tax. In June, the House voted to repeal the tax, while the Senate
has yet to vote on it. Many companies have already absorbed the tax into operating expenses, and a repeal could free up cash
that could be used to fuel more acquisitions.
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The medical device CMO segment continues to

expand, driven by a growing underlying medical

device market and a drive toward newer, innovative

technologies. With increasing cost pressures, OEMs

are utilizing more outsourced manufacturing to

help drive down costs. At the recent MD&M East

Conference (June), most small companies we spoke

with have been achieving 20% - 40% top-line

growth without strenuous selling efforts. We

believe outsourcing will continue to thrive for the

next few years, as it has generally helped OEMs

increase margins and allow them to focus on M&A

and marketing.

A key trend is towards “one-stop shopping” – OEMs

prefer to work with fully-integrated companies who

can provide product design, engineering, packaging

and distribution. Design and engineering are now in

particularly strong demand, given the pressure to

innovate. Despite significant consolidation over the

past 12 months, the CMO segment remains

fragmented. Larger players who have been buyers

can benefit from additional economies of scale and

expand product and process offerings.

Q2 experienced slower M&A activity than in recent

quarters, but we believe that the number of

transactions will only continue to increase over the

next few years, particularly deals with vertical

integration – manufacturers buying design and

engineering firms.

OEM MERGER AND ACQUISITIONS ACTIVITY (CONTINUED)

SECTOR SPOTLIGHT: CONTRACT MANUFACTURING ORGANIZATIONS (“CMOS”)

Source: FactSet
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PUBLIC MARKETS

England & Company’s Medical Device Index (MDI) continued to outperform the S&P in Q2 2015, with an increase of
2.3% vs. an increase of 0.2% for the S&P. THE MDI has increased 47% over the last 2 years, outpacing the S&P by 20%.

Q2 2015 once again witnessed a YoY

increase in the valuations of publicly

traded medical device companies,

with median EV/Revenue rising from

3.52x to 4.23x, and EV/EBITDA

increasing from 12.9x to 14.0x. Public

companies have been experiencing

growth, and Wall Street has been

rewarding their use of excess cash to

make sensible strategic acquisitions.

VENTURE CAPITAL AND PRIVATE EQUITY ACTIVITY

VC and PE deals increased relative to Q1, with 286 closed vs. 251 in Q1. Deal sizes increased as well, with total capital

invested growing from $1.3B in Q1 to $4.2B in Q2. Despite the lower levels as compared to 2014, 1) a few large PE

deals, such as Carlyle’s buy of Ortho Clinical, skewed the dollar numbers upward in 2014, and 2) we see a brighter

future, particularly with VCs finally starting to invest again in medical devices after a 7 year hiatus. Some strong IPO

performers and portfolio exits over the past 12 months have helped return some cautious VC confidence in devices.

Source: PitchBook
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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 business services, energy & industrial growth, healthcare, and technology markets.

Founded in 2003, England serves its clients through its offices in Washington, DC, Baltimore, Houston, and New York.
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

(410) 385-5281

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

WASHINGTON, DC
888 17th Street, NW

Suite 304

Washington, DC 20006

(202) 386-6500

BALTIMORE

111 South Calvert Street

Suite 2700

Baltimore, MD 21202

(410) 385-5285

HOUSTON

1700 Post Oak Boulevard

Suite 600

Houston, TX 77056

(713) 513-7185

NEW YORK

7 Times Square

Suite 1605

New York, NY 10036

(212) 235-0850
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