
The H.I.T. List
Healthcare Information Technology Market Update
Q1 2016 Review

England Securities, LLC
Member FINRA/SIPC

Selected M&A Transactions Source: FactSet/ Mercom Capital

Target Acquirer
EV 

($mm)
EV/
Rev.

EV/
EBITDA

$2,700 4.3x 16.6x

$950 6.3x n/a

$800 7.1x 18.6x

$140 3.2x n/a

$119 4.1x n/a

EXECUTIVE SUMMARY

The healthcare IT sector started 2016 strongly, with healthy private capital markets and M&A activity. Venture capital (“VC”)
& private equity (“PE”) investment were near recent record levels, while M&A activity was at an all-time high.

On the other hand, public capital markets continued to slide. The England & Company healthcare IT index (“HIT Index”)
endured a rough second half of 2015, and the beginning of 2016 continued that trend, as the HIT Index was down 18.4%
over the past twelve months and 11.3% in the first quarter of 2016. Only two healthcare IT companies went public in Q1
2016, with both pricing in late March.
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MERGERS & ACQUISITIONS ACTIVITY
There were 58 M&A transactions in Q1 2016, which was five
more than in Q4 2015. Only nine of the 58 transactions
disclosed amounts. Health Information Management
represented the most active sector in healthcare IT,
accounting for 25 out of the 58 total transactions.

The largest transaction in Q1 was IBM’s $2.6 billion
acquisition of Truven Health Analytics. Headquartered in Ann
Arbor, Michigan, Truven is a provider of healthcare data,
analytics and insight. Its software can scan millions of
medical records, which lets employers or hospitals analyze
and utilize this data. Truven has over 8,500 clients, including
federal and state government agencies, employers, health
plans, hospitals, clinicians, and life sciences companies. Once
the transaction closes, Truven will be incorporated into IBM’s
Watson Health portfolio. This is IBM’s fourth major health-data related acquisition since IBM launched Watson Health in
April 2015, and this acquisition doubles the size of Watson Health to 5,000 employees. IBM’s other healthcare acquisitions
for its Watson Health unit were Phytel Inc., a health management software company, Explorys Inc., a cloud services company
that was spun-off from the Cleveland Clinic, and Merge Healthcare Inc., a company that specializes in medical imaging
technology. Truven initially started out as the health-care unit of Thomson Reuters and was sold in 2012 to private equity
firm Veritas Capital Fund Management for $1.25 billion.
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VENTURE CAPITAL AND PRIVATE EQUITY ACTIVITY

2016 saw a strong start for VC & PE investments in the healthcare IT space. The number of transactions remained around the
same level as in prior quarters, with average transaction value up slightly from $7.4 million in Q4 of 2015 to $9.3 million. The
most active subsector in Q1 was the wearable sensors segment, which was paced by Jawbone’s $165 million. Data analytics
was right behind wearable sensors, and was led by Flatiron Health’s $175 million Series C.

HIT VC & PE ACTIVITY

Source: Mercom Capital Group

Q1 of 2016 saw a large increase in early-stage digital health venture-capital funding. In Q1, seed rounds accounted for 32% of
all VC rounds, while Series A fundings accounted for 41%, up from 30% and 35%, respectively, in 2015. Q1 was a strong
quarter for large transactions, with four digital health companies raising over $100 million; in all of 2015, only seven
companies raised over $100 million.

Consumer-centric companies accounted for the majority of the VC and PE activity that occurred in Q1, raising $796 million
across 97 separate transactions, with the mobile health subsector being the most active. Mobile health companies raised a
total of $407 million in 55 transactions. Mobile health companies also accounted for nearly half of all early stage transactions
that were $2 million or below. The second most active consumer-focused technology subsector was telehealth; telehealth
companies raised $191 million from 21 transactions.

Source: Startup Health
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PUBLIC MARKETS

The HIT Index endured a rough past 12 months, declining by 18.4%, while the S&P 500 ended the year flat. Across the
spectrum, many healthcare sectors also suffered over the past 12 months, but the HIT Index lagged all other healthcare
sectors. Only two sectors that were tracked ended the 12-month period in positive territory, with Services & Managed Care,
and Equipment, Supplies & Tools gaining 0.9% and 2.4%, respectively. Other sectors that suffered from tough conditions
include Facilities, Distributors, and Biotech & Pharma, declining by 8.4%, 7.9% and 10.5%, respectively. Revenue and EBITDA
multiples fell slightly over the course of the year; EV-to-revenue multiples decreased from 3.0x to 2.8x, while EV-to-EBITDA
multiples fell from 12.9x to 10.9x.

HIT INDEX VS. S&P 500

IPO ACTIVITY

Only two healthcare IT companies went public in Q1, and of the two, only one listed in the United States – Senseonics
Holdings (NYSE: SENS). The second company, Ireland-based Oneview Healthcare (ASX: ONE), listed on the Australian Stock
Exchange. Both companies began trading in late March and raised a total of USD $91 million.

The rest of 2016 may continue to see slow IPO activity due to the recent downturn in the healthcare and broader public
markets. One company, however, that has filed for an IPO is Tabula Rasa HealthCare. Tabula Rasa filed its S-1 with the SEC on
January 4th, but has yet to list, perhaps hoping to wait out turbulent market conditions.

HEALTHCARE INDICES

Source: FactSet, as of 3/31

Source: FactSet, as of 3/31; Price is indexed

IPO PERFORMANCE

0.4%

18.6%
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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 2003, England serves its clients through its offices in Washington, DC, New York, Houston, and Baltimore.
England’s established experience in Healthcare includes Healthcare IT, Healthcare Services, 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

NEW YORK
7 Times Square

Suite 1605
New York, NY 10036

(212) 235-0850

HOUSTON

1700 Post Oak Boulevard
Suite 600

Houston, TX 77056
(713) 513-7185

BALTIMORE
111 South Calvert Street

Suite 2700
Baltimore, MD 21202

(410) 385-5285

has been acquired by

Sell-side Advisor

has been acquired by

Sell-side Advisor

has sold its Medicare Part D 
Membership to

Sell-side Advisor Buy-side Advisor

has acquired

Sell-side Advisor

has been acquired by has acquired

Buy-side Advisor

has been acquired by

Sell-side Advisor

has been acquired by

Sell-side Advisor


	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4

