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INDUSTRY OVERVIEW

Regardless of legislation, the prevailing trend in Healthcare M&A revolves around the “4 Ps.” Payors: Any comparable
service that provides lower costs to payors is positioned to trend favorably in coming years. Providers: Ease of service, best
practice and niche expertise each reduce liabilities and streamline systems. Patients: Safer, more convenient, and less
stressful offerings are poised for growth, reduced liabilities and streamlined costs. Physicians: Somewhat overlapping
“Providers,” anything that improves clinical outcomes, especially as market forces drive the industry this direction, is primed
for M&A. Accordingly, some of the subsectors best primed for M&A are post-acute care, outpatient services, mobile
laboratory services and digital health.

The Healthcare M&A transaction value for the first half of 2015 was $60.9 billion, 16.4% greater than the first half of 2014.
The Healthcare Industry as a whole accounted for $29.6 billion in transactions in Q2, a 5.4% decrease from Q1. Transactions
within the Providers & Services segment made up 73.6% of the value and 44.0% of the total activity. This is reflective of the
trend exhibited in the past several quarters and is likely to continue. Equipment & Supplies saw increased activity in Q2 with
a 37.7% rise in the number of deals compared to Q1. Transaction value within the segment made up 14.5% of the industry
total, despite accounting for 28.1% of transaction activity, indicating that more smaller deals are being made.

- Chris Bouck, Principal (cbouck@sdrventures.com) - Ben Rudman, Director (brudman@sdrventures.com)

TRANSACTION HIGHLIGHTS

TRANSACTIONS
# BY SEGMENT (Q2)

Equipment & Supplies 186

Laboratory Services |[BNE)

Providers & Services 291
Technology 165
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STRATEGIC VS. FINANCIAL TRANSACTIONS

HIGHLIGHTS
5.21.2015 Omnicare Inc. (NYSE:OCR), the leading provider of
pharmacy services to long term care facilities, has been
ired by CVS Health Corporation (NYSE:CVS) for
STRATEGIC acquirec by P :
. $12.7 billion. Strategic
RANSACTIONS 4.8.2015 MedExpress Urgent Care, PLLC, an operator of urgent 41% Ei -
care clinics, has been acquired by UnitedHealth Group's |r15239rl/(:|a
(NYSE:UNH) Optum division for $1.5 billion. °
FINANCIAL 4.6.2015 AHS Medical Holdings LLC, an acute care provider, has
TRANSACTIONS been acquired by Ventas, Inc. (NYSE:VTR) for $1.75 billion.

The information contained herein is based on sources we believe reliable but is not guaranteed by us and is not to be
considered all inclusive. It is not to be construed as an offer or consultation of an offer to sell or buy any securities.
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MIDDLE MARKET TRANSACTION ACTIVITY

Date Target Buyer(s) Target Description Transaction Comments

The Oxford Centre, American Addiction Healj[hcare The Oxford Centre, Inc., an addiction treatment center, has been acquired by American Addiction
5/13/2015 Providers and e

Inc. Centers, Inc. Services Centers, Inc. for $35.0 million in cash.

5/11/2015 Acclaris, Inc. Extend Health, Inc. Health Care Extend Health, Inc. announced that it has acquired Acclaris, Inc. for $14 million. Acclaris is a provider of

Technology Saa$ technology and services to support account-based healthcare plans.
Healthcare St. Jude Medical announced that it has made a $40 million equity investment in Spinal Modulation, a
4/20/2015 Spinal Modulation, St. Jude Medical Inc. Equipment and developer of an innovative neuromodulation therapy for patients with chronic, intractable pain.
Inc. (NYSE:STJ) Sjp[:ﬁies Additionally, St. Jude Medical will have the exclusive option to acquire Spinal Modulation for up to $300

million following U.S. commercialization.

Medical RadNet, Inc. (NasdagGM:RDNT) announced that it has acquired New York Radiology Partners for
New York RadNet, Inc. . g y ) , ) o ‘ e
4/14/2015 ) . Laboratory approximately $34 million. New York Radiology Partners operates eight multimodality facilities in
Radiology Partners (NasdagGM: .
Services Manhattan, NY.
Halifax . . . . . .
4/172015  Anesthesiology Sheridan Healthcare, Healthcare Sheridan Healthcare Inc., acquired Halifax Anesthesiology Associates, P.A. The value of the deal was

Associates, P.A. Inc. Services undisclosed.
Besion Sdamiite Healthcare Bostpn Scier_wtiﬂc announced tha‘F ift ha{s enjte{red int40 a O?eﬁnItivg agreement to a;quire Xlumena, Inc., a
st e, Corporation Equipment and medical device company specializing in minimally invasive devices for{ gndoscoplc ultrasounds. The 4
' (NYSE-BSX) Sy agreement calls for an upfront payment of $62.5 million and $12.5 million upon FDA clearance of their

HOT AXIOS product.

Source: CaplQ

US HEALTHCARE M&A ACTIVITY
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HEALTHCARE TRANSACTIONS
# OF TRANSACTIONS BY QUARTER
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*Note: These data represent the recorded transactions, are not all inclusive of completed transactions, and are meant to be
representative of the industry.
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PUBLIC BASKET

The Healthcare Industry has outperformed the S&P 500 with an increase of 3.0% during the quarter compared to a decrease
of 0.2% in the S&P 500. The industry has had a strong first half of 2015 with a YTD return of 15.8%. Industry EV/EBITDA
valuations averaged 19.4x, which was a slight decrease of 2.5% from the previous quarter. Valuations have been driven lower
by positive corporate earnings growth that has outpaced share price appreciation.

Large medical and dental insurance companies, Aetna, Cigna and Humana have seen their share prices increase by 18.6%,
26.7% and 8.5% during the quarter due to rumors of consolidation. Healthcare provider Tenet Healthcare Corp. (NYSE:THC)
saw a share price increase of 16.9% during the quarter as a result of continued strong performance and favorable industry
sentiment. Medical Device company Boston Scientific declined 0.3% during the quarter after an impressive 34.0% gain in Q1.
The decline from Q1 momentum was the result of a loss in Q1 earnings reported in Q2, affected by litigation costs,
unfavorable currency rates and a cut to its 2015 revenue guidance. Overall revenue growth for medical-device manufacturers
is expected to grow at 6.5% through 2020, aided by the extension of the Affordable Care Act.

Market Cap Stock Price Price/  Price  TEV/ TEV/
Company Name Symbol State  ($ in Mil) Quarter Change  YTD Change LMTEPS Book Sales EBITDA

UnitedHealth Group Incorporated NYSE:UNH MN
Medtronic NYSE:MDT

Cerner Corporation NasdagGS:CERN

Boston Scientific Corporation NYSE:BSX

Intuitive Surgical, Inc. NasdagGS:ISRG

DaVita HealthCare Partners Inc. NYSE:DVA

Quest Diagnostics Inc. NYSE:DGX

Tenet Healthcare Corp. NYSE:THC

$ 116,132 20.7%  18.6x 3.6x 0.9x 10.7x
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104,952
23,730

17,081

Wright Medical Group

PharMerica Corporation

Analogic Corporation

Cynosure, Inc.

Vascular Solutions Inc. NasdagGS:VASC
Exactech Inc. NasdaqGS:EXAC
AmSurg Corp. NasdagGS:AMSG
Industry Average

27.8%
(11.6%)
116.5%

Source: CaplQ

HEALTHCARE INDUSTRY VS. S&P 500
RUNNING 12 MONTHS
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INDUSTRY SEGMENTS

Leading the industry in Q2 performance was the Healthcare Providers and Services segment with a growth of 5.8%. The
segment benefited from continued enrollment in healthcare plans and from the increased acquisition activity. Healthcare
Providers and Services revenues for 2015 are projected to increase 5.3% and at a annualized rate of 3.1% through 2020.

Healthcare Technology decreased 0.1% and Healthcare Equipment and Supplies ended the quarter unchanged. These two
segments have Price/LTM EPS ratios of 63.8x and 46.6x respectively, well above the industry average of 44.1x and S&P average
of 28.5x. Investors are seeing increased revenues and earnings for the Healthcare Technology segment as the integration of
new technologies into the healthcare system becomes an area of focus for hospitals, patients and providers. The expanding
patient base and aging population has fueled demand for medical supplies and equipment. In 2015 alone, the industry is
forecasted to see revenue growth of 3.8%, exceeding $40 billion, and an annualized rate of 6.5% through 2020.

Laboratory Services experienced a decline of 3.9% after an impressive Q1 growth of 24.8%. Contributing to this decline was

Quest Diagnostics, who experienced a 5.6% drop in share price. The drop was caused by an April downgrade in rating for
Quest, who was given a ﬁ to and .

*Average Market Cap in $ Mil
Source: CaplQ

HEALTHCARE SEGMENTS VS. S&P 500
RUNNING 12 MONTHS

Source: CaplQ

Investment Banking and Securities Offered Through SDR Capital Markets, Inc.,
SDR‘/entureS | Member FINRA and SIPC


http://www.finra.org/
http://www.sipc.org/

