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Has the hospital sector been 
downgraded in developed 
markets

Continues page 3

Hospital operators listed in Germany, South Africa, Australia 
and the UK have been outperformed by their indices over 
the past three years, and NMC, the main exception on the 
FTSE 100, recently took a kicking because of critical note 
from Jefferies. So the sector has underperformed even in a 
jittery market where indices generally have fallen. So what 
does that say for the sector which was always supposed to 
be recession-proof?

These charts pit share prices against their respective 
indexes showing the trend over the last few years. It shows 
operators listed and active in the UK, South Africa and 
Ramsay in Australia being consistently outshone by the 
market, although French arm Ramsay GdS, 51% owned by 
Ramsay Health Care, beat the CAC 40. Malaysia-listed IHH 
Healthcare, active in both developed and emerging markets 
in Asia, also looks to have been beaten by its own index.

A source with deep knowledge of these markets says: “The 
common thread is demographics driving utilisation of 
healthcare services combined with economic pressures in 
these countries. Until recently you would have seen better 
performance by operators in countries with stronger macro-
economies (Germany, Nordics etc) than others (UK and 
France), although now even those have begun rooting out 

past inefficiencies and migrating care to outpatient.”

We’ve written at length about the problems facing the UK 
hospital market and it is indicative that the two exceptions 
up until 2018, NMC Health and MD Medical, are listed in 
London but operate in emerging markets, the GCC and 
Russia respectively. But even NMC Health recently got a 
downgrade from Jefferies that saw its share price fall 7% at 
open on Tuesday, November 27.

The South Africans have all had troublesome times with 
their international portfolios: Life exiting India, Netcare 
exiting the UK and Mediclinic’s massive Swiss impairment 
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partly due to the tariff-led outmigration 
of care there (we have used the latter’s 
London listing as a reference here).

German for-profit hospital operators 
have seen sluggish organic growth 
because of a myriad of regulatory 
hurdles. In France, Ramsay GdS 
performed better in a more business-
friendly political environment and 
less onerous tariff cuts in 2018, plus its 
acquisition of Capio looks to have been 
well-received.

We’ve excluded diversified groups like 
the Finnish outsourcers and Medicover, 
for whom acute hospitals are just part 
of the business, and who at first glance 
look to have done better, using share 
price as a measure of performance, 
than pure-play hospital operators. Is 
this a sign that you now need to offer a 
holistic healthcare service to succeed 
in the eyes of investors?

Our source: “Without a doubt: shifting 
into non-acute-hospital care is 
essential to sustain growth. The 
challenge is businesses in primary care 
tend to have lower margins but, taking 
Capio as an example, a better ROI. 
Mediclinic is investing in its outpatient 
offering as is Fresenius; Life has set 
a target for a percentage of revenues 

from non-acute.”

In fact, you see this with the recent 
(three years or less) additions to the 
group of listed hospital operators. 
Medicover, Terveystalo, Pihlajalinna, 
Medlife and Garofalo all operate across 
the spectrum of care. While their share 
prices have not all outperformed their 
indices, it is indicative of the move 
away from hospital care.

On Italy, our source says: “Garofalo 
doesn’t look to have outperformed its 
index but it’s 
early. It, along 
with the largest 
foreign player 
Korian, operates 
across the care 
spectrum, from 
acute to rehab 
to elderly. The 
key in the Italian 
market is that its 
highly regional 
so you need 
contacts with the 
relevant health 
authorities, 
as well as an 
integrated care 
pathway; Italy is 
more advanced 

here than its European peers.”

Overall, 2018 has been a turbulent 
year for stock markets globally as the 
looming threat of a trade war prompts 
investors to shy away from stocks to 
safer assets. So perhaps it’s misleading 
to draw too much from a year in which 
many investor favourites have dipped 
below past years’ performance.

Some share prices have been indexed to 
allow for clarity so these graph should be 
used as a guide and not a reference.

Has the hospital sector been downgraded in developed 
markets - cont.

UNITED KINGDOM

SOUTH AFRICA AUSTRALIA
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Two major for-profit Dutch hospitals 
went bankrupt last month after 
insurance companies refused to 
shoulder their economic woes. Both 
hospitals were part of MC Groep – a 
Dutch group which privatises failing 
public hospitals. What does this mean 
to the wider Dutch market? We speak 
to a Dutch healthcare expert to find out 
more.

The hospitals were in financial 
difficulty. MC Ijsselmeerziekenhuizen 
and MC Slotervaart in Amsterdam 
were refused further financing 
by insurers, which included large 
Dutch insurer Zilveren Kruis 
(ZK). MC Ijsselmeerziekenhuizen 
(Ijsselmeer) made a €1m loss for 2017 
and subsequently announced plans 
to reduce costs, which included 
outsourcing, reducing staff numbers 
and relocating activities, in vain. While 
the figures have not been made public, 
we understand Slotervaart is also 
expected to have made a loss despite 
having made a €3.4m profit in 2016.

Patients at MC Slotervaart have been 
moved to nearby facilities, but those 
at Ijsselmeerziekenhuizen have no 
immediate alternative. According to 
consultant Rune Aresvik of Vardetun, 
the Dutch government will be in 
talks to decide what to do with MC 
Ijsselmeerziekenhuizen’s main facility 
located in Lelystad, a city with around 
80,000 inhabitants. Healthcare Europa 
understands that a REIT expressed 
interest in the group’s real estate before 
it floundered.

Aresvik believes that a deal might still 
happen. “I heard a decision should be 
made by the health minister tomorrow, 
as there is no other hospital close by. 
What happens to it will depend on who 
takes over its activities, so there are 
probably some intense discussions 
going on as we speak.”

As for Slotervaart, one party has 

suggested turning it into a health 
clinic. In the meantime, the fallout 
has sparked protests as well as wider 
political questioning in the Dutch 
media. Could this spell the end for the 
privatisation of public hospitals?

“These bankruptcies and closings 
have resulted in a broad political 
debate about hospitals and the role 
of healthcare insurance companies,” 
says Aresvik. “Zilveren Kruis says 
its main responsibility is to keep 
healthcare affordable and that it has no 
responsibility to finance hospitals in 
economic difficulty.

“Both hospitals certainly had 
challenges and needed to adapt 

to a changing market. Due to the 
inherent power of medical doctors 
and specialists in the Dutch hospital 
system, however, it can be very difficult 
to carry out strategic and systematic 
change.”

OUR ANALYSIS: Could the failure of 
these two hospitals spell the death 
knell for this kind of venture in the 
future? The fall of these two hospitals 
which some thought too important 
to fail, combined with the strong 
anti-privatisation feeling further 
engendered by this, could lead to a 
market where investors/operators are 
unwilling to tread and public bodies 
are in any event unwilling to sell.

Could Dutch hospital bankruptcies herald the death of a 
market?

REVENUES          Source: Vardetun

NET PROFIT          Source: Vardetun
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Belgian nursing homes operator 
Armonea, which is also in Germany and 
Spain, is up for sale. We look at buyers 
and market share.

The group is the second largest 
provider of senior care and services 
in Belgium following Korian, and 
speculation in Belgian publication 
De Tijd reports the price could be 
around half a billion euros, 12.5x its 
2017 EBITDA 
of €40m and 
around 1.2x 2017 
revenue of €420m. 
Sources close 
to the company 
confirmed all 
options were open.

But a Belgian-based elderly care expert 
tells Healthcare Europa that the price 
will be lower. 

He tells us: “A sale has been in 
discussion behind the scenes for some 
time. Verlinvest (owner) does not see 
this as a core business and it’s testing 
the market. The likes of Orpea and 
Korian are too big to buy it, there would 
be competition issues, so I think you’ll 
have to look outside Belgium for a 
purchaser – perhaps one of the smaller 
financial players. I’d expect it to go for 
around 10x EBITDA.”

Armonea IPOed in  is owned by 
Verlinvest (the investment vehicle of 
the wealthy Spoelberch and Mevius 
families), and Van Den Brande Group, 
with each holding half the shares.

It runs 85 nursing homes, serviced flats 
and elderly residences in which around 
9,000 residents live, and is one of 
Belgium’s largest employers. Alongside 
its domestic business also operates 
in Spain (where it acquired La Saleta) 
and Germany (with the acquisition of 
DPUW).

A spokesman for Armonea did not deny 
to Healthcare Europa that a sale is on 
the cards, subsequently releasing a 

statement that 
reads as follows: 
“In order to 
strengthen its 
unique position 
and expertise 
in a regulated 
environment 

and to support its growth ambitions, 
Armonea wants to review its current 
shareholder structure.”

He added: “As soon as there is clarity 
on the shareholder structure, more 
information will be shared with the 
market. The continuity of our activities 
remains assured.”

OUR ANALYSIS: EBITDA multiples 
of between 10 and 14 are the norm 
in this market in neighbouring 
Germany – Alloheim was sold for 
12.5, MK-Kliniken  for 14x and Casa 

Reha  around 10-11, while Vitanas 
was reportedly looking for 13x but, 
we understand, sold for less. But the 
Belgian market is not so strong, and 
around 70% of Armonea’s business 
is still at home. We suspect a low 
double-digit multiple is likely.

As for who might buy, Armonea 
with 2017 sales of €370m has 16% of 
the for-profit market worth around 
€2.3bn in 2017 with Korian also 
at 18%, following its acquistion of 
Senior Assist and Orpea at 8%.  A 
Belgian source was certain that 
these percentages would rule both 
out although this would surprise 
us – Orpea, at least, could have a 
chance. Other big French groups 
such as Domus Vi and Maison de 
Familie would be obvious buyers

Belgian nursing home operator “for sale”

RECENT EBITDA MULTIPLES FOR NURSING HOMES
EBITDA figures may be actual or estimated 

“In order to strengthen its 
position... Armonea wants 
to review its shareholder 
structure.”
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Family-owned Italian hospital and 
nursing home operator Garofalo’s 
listing on the Milan Stock exchange 
fetched a lower value than market 
watchers may have expected. What 
does its multiple mean for the trio of 
Italian groups waiting in the wings to 
IPO?

We hear from a source that three other 
Italian groups are planning to IPO on 
the Borsa Italiana. All are substantially 
bigger than Garofalo and would 
expect a far higher multiple. They are: 
Humanitas (revenue of €820m in 2017), 
San Donato (€1.5bn) and Fondazione 
Salvatore Maugeri (€350m) and our 
source says all will be dismayed at 
Garofalo’s listing. A quarter of the 
company raised €67m on November 
9, valuing the company at 8.6x 2018 
EBITDA, much less than the 13-14x 
multiple that some larger groups would 
expect.

The group plans to expand through 
acquisitions and was initially looking 
for private investors such as sovereign 
wealth funds to finance this activity. 
A source adds that Garofalo is 
surprisingly small to have listed.

The group owns 
22 healthcare 
facilities with 
over 1,300 beds, as 
well as a number 
of nursing homes 
and hotels across 

northern Italy. 
Its healthcare 
services are 
diversified 
and include 
psychiatric 
rehabilitation and 
residential care. 

The group had revenue of €137m in 
2017 with EBITDA of €16m just over half 
is from acute care and the rest from a 
range of long-term care.

Shares in Garofalo are up 3.3% since the 
listing on November 9, at the time of 
writing.

Garofalo’s IPO likely to worry Big Three

GAROFALO share price (€) since IPO 
The share price peaked on 12 November, rising 5.4% from a starting price of €3.65. It has since dipped 5.2% to €3.60

“A quarter of the company 
raised €67m in November, 
valuing it at 8.6x 2018 
EBITDA.”
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The 2019 telemedicine market

We predict the size of next 
year’s tele-primary care market 
this week in an interactive map 
based on HBI data and research. 
2019 will be an important year, 
bringing a new reimbursement 
scheme in France, and a relaxation 
of legislation in Germany and 
Russia. Notwithstanding that, 
Sweden and Switzerland look set 
to remain Europe’s largest markets 
as established providers KRY and 
Medgate continuously provide a 
greater percentage of primary care.

Through discussions with operators, 
we’ve found that there are six main 
buyers of telemedicine services: (1) 
customers in OOP expenditure, (2) 
banks, home insurers or other service 
providers who include telemedicine 
as a value-added service, (3) 
employers and occupational health 
providers, (4) private health care 
operators, (5) private health insurers, 
including supplementary insurance, 
(6) the public payor, where the 

state or statutory insurers directly 
reimburse the costs of telemedicine.

The state only finances telemedicine 
in a 
select few 
countries; 
this is where 
we expect 
the market to 
remain the 
biggest. B2G 
is the main 
business 
model of 
telemedicine 
operators 
in Switzerland and Sweden, where 
telehealth penetration in 2018 
reached 7% and 4% respectively – 
the highest penetration levels in 
Europe. We also see opportunity in 
countries with high levels of PMI 
or supplementary insurance (like 
France and Spain) as the insurance 
companies see telehealth as a means 
to deliver healthcare.

We see the OOP market remaining 
relatively small, especially where 
patients can easily access traditional 
primary care free at the point of 

delivery. What is 
interesting is that 
some telehealth 
companies are 
experimenting 
with alternatives 
ways to deliver 
telemedicine 
to people who 
don’t have PMI 
or a willing 
public payor – 

and that is through value-added 
service. DocDoc has teamed up with 
Russia’s largest bank, for example, 
and other providers have said they 
are experimenting with offering 
telemedicine through home- or 
motor-based insurance packages.

Sources: Our discussions with telemedicine 
operators, insurers, analysts, and publicly 
available financial statements.

THE TELEPRIMARY CARE MARKET IN 2019 (€M)
© Healthcare Business International

“We see the OOP market 
remaining relatively 
small, especially where 
patients can easily access 
traditional primary 
care free at the point of 
delivery.”

KEY INFOGRAPHIC 1
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Mapping the internationalisation of healthcare in 2018: 
what does it show?

We map out 2018’s international 
expansion – and retreat – by 
healthcare operators in one 
infographic. It reveals clear trends, 
like; which regions are the most 
attractive, where sluggish growth is 
forcing expansion abroad and which 
sectors are internationalising fastest. 
But many big players have also cut 
their losses in foreign markets this 
year, so was it, on balance, a positive 
year for proponents of international 
diversification?

Some 18 deals including greenfield 
investment, M&A and Memorandums 
of Understanding with promises to 
invest in facilities and significant 
strategic partnerships are covered in 
the map below. Visit this story online 
and hover over the solid lines, each of 
which represents a deal, to see HBI’s 
coverage.

We’ve excluded private equity or 
institutional investment as capital is 
more international than healthcare 
and expansion in existing countries 
is also excluded. On the HBI website 
click the full-screen icon in the 
top right for a clearer view and see 
the pie chart in the top left for a 
summary of how regions and sectors 
are represented in the map’s activity.

Inevitably there have also been 
several significant retreats, 
especially by large US and South 
African groups cutting their losses in 
unfamiliar markets; the nine cases 
are visible on the map with dotted 
lines (one case is both an entry and 
a retreat, with NMC’s acquisition of 
US group Tenet’s majority in Aspen 
Healthcare in the UK).

Operators in highly consolidated 
sectors had a busy year looking 

abroad, with German, French, UAE-
based and Swedish groups active in 
expanding into new territories. The 
UK had a busy year with significant 
entries and exits but no UK group 
expanded into a new country.

In fact, by market value you could 
argue the above map shows a de-
internationalisation of the sector 
as the retreats were massive – BMI 
in the UK has around €1bn in sales 
while the three Indian exits are 
likely to total a few hundred €m. And 
many of the international entries 
here have been small with operators 
dipping their toes before committing. 
But add on expansion in existing 
international portfolios for these 
and other groups and you would 
certainly arrive at an increasingly 
international sector in 2018.

Please visit our website for the full interactive map and a list of the deals this refers to
© Healthcare Business International 

KEY INFOGRAPHIC 2
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PMI penetration rises 
across Europe
The number of people who are covered 
by private health insurance has largely 
risen across Europe in the past decade, 
according to a report by the OECD.

The rise is particularly significant in 
Denmark, where PMI penetration rose 
from around 8% in 2005 to 33% of the 
population in 2016, and Belgium, which 
experienced a 10 percentage point 
increase to 84%. The report, Health at a 
Glance 2018, also found that just 4% of 
France’s population is now not covered 
by top-up insurance.

It is supplementary, rather than 
substitutive insurance, that accounts 
for these rises. Supplementary 
insurance, sometimes known as 
top-up insurance, is a package that 
covers basic levels of care like GP 
and dentist consultations, where it is 
not fully-funded by the public payor. 
Substitutive insurance, however, covers 
all treatments in private facilities.

Supplementary insurance is the main 
form of PMI in France, Belgium and 
Denmark. A study by the London 
School of Economics argues that the 
rise to 33% in Denmark is because high 
employment rates and changes in 
labour laws led employers to offer PMI 
as recruitment incentives. However, 
it also found that utilisation remains 
low because its main customers are 
currently young and healthy.

PMI penetration dropped in 
Switzerland to 28% from 35% as citizens 
switched to lower cost statutory cover. 
Ireland experienced a smaller decline 
to 45%, and the UK, Greece, and Latvia 
all experienced a smaller drop to 11%, 
12%, and 15% respectively.

OUR ANALYSIS: We expect the 
private sector to expand to meet 

the demands where PMI is rising, 
especially in outpatient care and 
dentistry. Belgium and Denmark 
don’t, at the moment, have large 
for-profit outpatient consolidated 
sectors so we might see Ramsay or 
Falck capitalise on the gap.

There is also an opportunity for 
telemedicine providers to work 
with the insurers to deliver some 
primary care. Many insurers in 
Spain, France and Ireland are already 
offering various types of remote 
consultations.

“For-profit operators are 
key to UHC” says report
Universal Health Coverage in emerging 
markets is one of the UN’s Sustainable 
Development Goals by 2030. But a 
newly released report argues that a 
lack of public/private partnerships is 
stalling that goal. Some countries, like 
Egypt, India, Kenya, South Africa and 
Indonesia, have chosen UHC models 
that will rely on private providers in the 
future. Healthcare Nova looks at the 
key findings.

The report, which is sponsored by The 
World Innovation Summit for Health 
(WISH) and the Qatar Foundation, sets 
out a new framework for public payors 
and private providers to work better 
together. It calls for the creation of a 
global network of investors that will 
develop ‘UHC-ready’ approaches to 
selecting and managing investments, 
a neutral platform to improve 
communication networks between the 
public and private sectors, and charter 
to assess the readiness of public and 
private sectors to work together.

But it also revealed some interesting 
findings of private and public 
perceptions of PPPs in emerging 
markets. Read five of the biggest below:

1. Just 25% of providers are preparing 
for UHC  and another quarter aren’t 
interested at all

Only a quarter of private providers said 
that they were changing business or 
service delivery models to meet the 
needs of a publicly funded healthcare 
system. WISH interviewed 20 of the 
largest private healthcare providers 
across 40 low- and middle-income 
countries, many of which are striving 
towards UHC.

Another quarter said that they were 
deliberately not changing strategy 
to meet the demands of UHC. The 
remaining half was somewhere in 
the middle, saying that they wanted 
to work with governments but not to 
change their mix of patients or reach of 
services. Some planned to broaden the 
delivery of their services without PPPs.

This creates opportunities for new 
entrants to enter the market.

2. A decline in OOP and PMI patients is 
a risk to the private sector but also an 
opportunity

As UHC is introduced, the report claims 
that OOP and PMI funding will decline 
over the next 20 years but doesn’t 
give any numbers. This would be a 
challenge for providers whose main 
streams of income come from these 
private patients. 15 respondents said 
that OOP payments were their main 
source of income, four PMI and one 
public.

However, World Bank analysis of 24 
UHC reforms found that the median 
spend was 1.4% of GDP – and as high 
as 6.8% in some. The report claims that 
large-scale UHC programmes have 
the potential to create entirely new 
markets. In Indonesia, around 60% of 
the $6bn hospital budget was given to 
private providers to offer free services.

3. Governments are trying to make UHC 
profitable

Public payors are increasingly 
recognising that public work needs 
to be commercially viable. To make 
this happen many are standardising 
packages and prices across 
socioeconomic levels, to incentivise 
evidence-based care and the inclusion 

GLOBAL, PAN-EUROPEAN 
OR MAJOR DEAL



HBI Connect Briefing - DECEMBER 2018 – JANUARY 2019 10

of vulnerable patients.

They are also providing assurances 
around volumes of patients and the 
scale of treatments after providers 
expressed concern that public volumes 
would be too low. And the state is often 
trying to reward high-value care by 
setting quality and reporting standards.

The inability of private providers 
and public payers to work effectively 
together at significant scale in 
many countries is a major barrier to 
achieving UHC by 2030.

4. The investment community can help

By helping established providers 
develop “leaner ways of operating”, by 
helping smaller ‘UHC-ready’ providers 
to scale up, and helping non-health 
players to enter the health sector.

5. Countries aiming for UHC have a 
significant cash shortfall

There is an annual spending gap 
totalling between $274 billion and 
$371 billion across 67 low- and middle-
income countries to achieve UHC, 
according to external research. In 
many of these countries, the private 
sector makes up a large proportion 
of inpatient and outpatient care. Half 
the population reported using private 
providers as their first choice for basic 
care, a different survey concluded. 
Private investment will be needed to 
make up the budget deficit.

CRG Homecare to acquire 
remaining Allied contracts
We hear CRG Homecare is to acquire 
the remaining contracts of ailing 
UK domiciliary care giant Allied 
Healthcare.

Councils began pulling out of their 
contracts with Allied this month after 
the Care Quality Commission (CQC) 

issued a notice, warning the company 
was unlikely to continue providing 
care beyond the end of November. 
This is the first time such a notice has 
been issued to a social care provider, 
citing doubts about its financial 
sustainability.

Discussions subsequently fell through 
with Allied’s creditor the Royal Bank 
of Scotland, with which a provisional 
deal for funding to last until the end of 
January 2019 was on the table.

Allied Healthcare, backed by German 
private equity firm Aurelius, had to 
restructure its financing this year due 
to an increase in the national minimum 
wage. It is one of many providers to 
have been hit with increasing costs 
that have put substantial pressure on 
the UK care market.

Allied Healthcare supports 13,000 older 
and disabled people and we estimate it 
had sales in 2017 of £290m (€330m).

Peter Dowds, co-founder and CEO of 
UK-based domiciliary care provider 
Elder, says: “When dealing with 
domiciliary care, business is predicated 
on volume with a huge amount of 
operational overhead. Businesses 
reliant on local authorities have to 
deal with razor-thin operating margins 
and downward pressure on them to 
boot, as well as increasing costs on 
the staff side which is the core of their 
business.”

Dowds adds that Elder deliberately 
moved away from the UK domiciliary 
care market because he felt it was 
unviable, preferring the stability of 
a digital domiciliary care business 
tagged to the residential care market.

Healthcare Europa has approached 
both companies for comment and 
understands CRG will make a formal 
announcement over the next 24 hours.

After this story went to press, a 
spokesman for the company confirmed: 
“CRG has acquired Allied Healthcare, 
securing the future of the troubled 
homecare provider.

“All care and support service contracts 
provided by Allied Healthcare will be 
transferred in their entirety to CRG as 
part of the undisclosed deal.

Ian Munro, Group CEO at CRG, said: “The 
Allied Healthcare name will not change 
– it’s very much business as usual.”

Tristan Ramus, Chairman of HCRG, 
added: “CRG is a health care business. 
We have no intention of breaking up 
Allied Healthcare and our aim is to 
ensure that no part of the country is 
left abandoned by this transfer of all 
services. We intend to bring the care 
provider back to full strength; however, 
this will require time and the full 
support of all stakeholders.”

CRG is a privately-owned and 
run business that operates in the 
education, health, social and home care 
sectors under brand specific identities 
supplying services and staffing. It 
is all encompassed under the group 
structure of Health Care Resourcing 
Group (HCRG).

UK fertility chain “for sale”
UK-based fertility chain CARE Fertility 
is reportedly up for sale. We report 
on the possible price and speak to an 
industry insider to find out more.

An investment teaser has reportedly 
been circulated with a sale expected to 
begin early next year, and we hear the 
group is being marketed off 12-month 
trailing EBITDA of £11m.

An investor familiar with the UK 
fertility market tells us: “I’d expect it 
to go for around 8 times EBITDA. In a 
mature market like the UK, and in the 
current climate where competition is 
leading to price erosion, I’d say that’s a 
good figure.”

Around 15% of the group’s sales come 
from the NHS, and in the year ending 
August 31, 2017, it had underlying 
EBITDA of £5.4m, down 36% on the 
previous year. That drop was blamed 
partially on the loss of business caused 
by the refurbishment of a Manchester 

UNITED KINGDOM AND 
IRELAND



HBI Connect Briefing - DECEMBER 2018 – JANUARY 2019 11

clinic, investment in market research 
and spending on IT.

CARE Fertility provides fertility 
treatment, screening techniques and 
genetic diagnosis alongside associated 
fertility preservation procedures at 
seven full-service clinics across UK 
and Ireland, supported by 19 satellite 
centres. It conducts around 3,500 
procedures annually.

Bowmark paid £60m for CARE Fertility 
back in 2012.

OUR ANALYSIS: Prashanth Shenoy, 
the CFO of UAE-focussed NMC 
Health which purchased Aspen 
Healthcare from Tenet for £10m, has 
previously told Healthcare Europa 
it is looking to use Aspen to build 
up a fertility business in the UK in 
a cost-effective way. It would not 
be surprising to see it emerge as 
the group most likely to buy CARE 
Fertility – but the group may prove 
equally tempting to larger PE groups. 
While competition for patients is 
fierce, there is every sign the drivers 
in this market (dropping fertility 
rates, increases in conditions 
like obesity and diabetes which 
can cause conception problems, 
prospective parents deferring the 
decision to conceive) will continue 
to support growth and make this a 
tempting target for the right price.

Government promises 
innovators easier access to 
UK NHS
Private providers have, in the past, 
found it difficult to try and introduce 
their innovation into the NHS. Now, the 
UK government is promising to create 
a better environment for digital and 
technology companies to thrive and 
providers are excited.

“We believe that real change is coming,” 
said one company, which has created 
an electronic health record (EHR) 
platform using blockchain that it 
wants to integrated across primary 

and secondary care. Adding that the 
government is now listening to the 
tech companies to understand how 
they can help the NHS to deliver better 
healthcare.

Hadley Beeman, the technology adviser 
to the UK’s health minister, took to 
the stage at the GIANT Health Event 
in London to say that the government 
was “just getting started” in welcoming 
for-profit innovation. “We are looking at 
changing the funding and incentives,” 
she said, adding that she wants to hear 
from business about exactly which 
changes they need to be successful.

“We want to encourage safe 
experimentation and iteration,” she 
added. “We want to get to the point 
where it is as easy to build for the 
NHS and healthcare, as it is to build 
anywhere in the tech industry.”

OUR ANALYSIS: While for-profit 
providers are optimistic, we are a 
little bit more sceptical. Overhauls 
of the procurement process (where 
20k-30k people work) and the 
funding process will take a long 
time to organise and implement. 
Experiments in ‘innovation’ are 
likely to start in small pilots, 
connected to perhaps rehab or 
assisted living, before blockchain is 
introduced across the NHS.

As well as privacy concerns that 
need fending off, operators also 
have to penetrate labyrinthine 
NHS bureaucracies. We have yet to 
meet an operator who experienced 
fewer problems than they expected!  
Deprived of a receptive home market, 
tech operators in the UK are at a big 
disadvantage.

UK minister: Private 
providers “will not be 
awarded” integrated care 
contracts
The UK’s health minister Matt Hancock 
says that that upcoming integrated 

care project contracts (ICPs) will not be 
awarded to private care providers.

“There is no intention to have ICPs 
awarded to private healthcare 
providers,” Hancock told the Health 
Service Journal (HSJ). This is likely to 
be a blow for companies like Centene 
and United Health, who are already 
contracted by some UK regional health 
authorities to run similar, but less far-
reaching projects. One private provider 
has, in the past, told Healthcare Europa 
that it was interested in running ICPs. 
The contracts in the UK will bring 
together local health and political 
authorities to collectively manage 
resources.

Hancock added that he would not write 
the proposed ban into law because he 
doesn’t want to rule out groups of GP 
practices, which are private in the UK, 
from running integrated care.

The UK is divided into regional health 
authorities, none of which have yet 
tendered ICPs, although there are 
rumours that some are close. Centene 
is currently subcontracted, through 
Capita, to help turn Nottingham’s 
Sustainability and Transformation 
Partnership (STP) into an accountable 
care system (ACS). This essentially 
means that Centene is tasked with 
helping the authority take control 
and responsibility of budgets and 
commissioning for the entire 
population of the area.

MATT HANCOCK, UK Secretary of State for 
Health and Social Care
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The STP contract was worth £2.7m and 
an ICP contract is likely to be worth 
significantly more.

OUR ANALYSIS: This will be 
unwelcome news for large 
companies that believe they can 
adequately implement integrated 
care in the UK. It’s possible that 
Ramsay, Spire and Bupa could be 
interested. Multiple providers have 
international experience here and 
we don’t know who else is capable 
of running the complex projects if 
they are completely blocked from 
doing so. Hancock has suggested 
GP practices but their experience is 
largely limited to primary care.

The NHS has 14 regional 
authorities that are in the process 
of transforming their STPs into 
integrated systems, where the 
local health authority will work 
with the local political authority to 
take collective responsibility for 
managing resources. So the tenders 
are likely to be worth significant 
sums.

UK outsourcing 
partnership could be a 
lucrative new model
The UK’s biggest healthcare outsourcer 
has struck a partnership with a 
hospital trust in the southwest of the 
country to take on all non-emergency 
orthopaedic procedures. It is the first 
example of a promising model for 
private providers which could soon 
become more widespread.

Care UK, owned by private equity firm 
Bridgepoint, will provide the services 
to University Hospitals Plymouth NHS 
Trust in its own treatment centre, 
which is a 10-minute walk from the 
Trust’s Derriford Hospital.

The company and the trust will act as 
a joint entity, the Plymouth Elective 
Partnership, which will take on all 
elective orthopaedic work. This is a 

departure from previous outsourcing 
models where patients were given a 
choice between an NHS hospital and 
private provider.

It follows our earlier piece in which 
Candesic consultant Michelle Tempest 
told us this sort of agreement, already 
enacted within the public sector, could 
soon be tried out with private providers.

On this announcement, she commented 
in the FT that it was likely to be “the 
future model of care with independent 
providers being proactive in partnering 
with NHS trusts to solve issues such as 
long waiting times”.

Care UK will provide the service 
infrastructure and be paid a fee for 
every patient treated, with the FT 
saying that the NHS hospital will retain 
an “undisclosed margin of the income”.

Ramsay Health Care’s UK CEO recently 
told us the group was also exploring 
similar deals where it took on larger 
volumes for durations longer than one 
year.

Alongside the sale of its care home 
business, which seems to have gone 
very quiet recently, Bridgepoint 
is exploring the sale of Care UK’s 
healthcare service division. Its main 
segments are prisons, triage service 
NHS 111 and healthcare service 
outsourcing which the Plymouth deal 
would come under.

NHS transfers thousands 
of long-term beds to the 
private sector
Healthcare Europa hears the NHS has 
sold thousands of long-term care home 
beds to the private sector following 
the Winterbourne scandal of 2012. We 
talk to Sir Stephen Bubb the author of a 
report into Winterbourne on why.

Operators say that the NHS has 
transferred 12,000 beds so far to the 
private sector and has plans to transfer 
3,500 more in 2018. Sir Stephen Bubb 
confirms this matches what he’s heard. 
We also hear many of these facilities 

are being sold, with relatively low 
capex promises, to the private sector. 
Another source tells us that effectively, 
following Winterbourne, the NHS has 
pulled out of any long-term inpatient 
care of this kind over five weeks due to 
the reputational risk.

Care is typically provided in the 
community for individuals with mental 
disabilities who are unable to manage 
day to day living on their own. It is 
provided in small units from 2-3 beds 
up to 20. There is no cap on tariffs.

“Adult care (for patients with mental 
disabilities) is a lucrative business and 
you can more or less charge what you 
want,” claims Sir Stephen. “The average 
fee for a bed is about £6,000 (€6,800) 
a week, but some places are talking 
£10,000 (€11,400) a week or more. So the 
provider is commissioned to look after 
a patient, and while they have them the 
fee gets paid. And the trouble is, there’s 
no incentive for the operator to get the 
patient out.”

Sir Stephen was commissioned by 
the NHS to write the ‘Winterbourne 
View Time for Change’ report in 2014, 
following a 2012 scandal in which six 
staff in a for-profit facility were jailed 
after abuse of disabled patients was 
secretly filmed by a reporter. The report 
advised the health service to shut down 
big institutions for patients suffering 
with mental disability – and treat them 
in the community instead, either with 
homecare or in small units of 3-20 beds.  
Due to the risk of abuse, the decision 
appears to have been taken by many 
NHS organisations to get out of care 
over 5 weeks.

Sir Stephen says that in practice, 
many larger, traditional asylum style 
institutions have not been closed. In a 
crisis, where individuals turn up and 
are unmanageable, Sir Stephen says 
that they tend to be admitted to these 
institutions. He worries that some do 
not come out for many months or years.

Private groups are growing as the need 
for this kind of care increases with the 
NHS apparently stepping back. Cygnet 
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Health, a private operator owned by US-
based United Health Services, bought 
mental disability specialist Cambian 
Adult Services in 2016. The acquisition 
added £442m to company revenue that 
year and Cygnet reported revenue of 
£334m in 2017, almost double what it 
had before the acquisition according to 
reports. We hear that the company is 
now building 27 adult care centres in 
the country.

OUR ANALYSIS: It is ironic that a 
scandal in a for-profit centre appears 
to have led to a wholesale retreat 
of the NHS from long-term care. 
The for-profit sector is also growing 
in Sweden. Elsewhere it is fairly 
nascent.

KKR ‘nearing deal to buy 
Acadia’
The American press is reporting that 
US-based private equity giant KKR 
is ‘nearing a deal’ to buy addiction 
treatment specialists Acadia 
Healthcare. The purchase would bring 
one of America’s largest PE giants into 
the UK healthcare industry for the 
first time. How are KKR’s international 
healthcare investments fairing?

KKR is “very, very well positioned” to 
win the auction against rivals TPG 
Capital and Bain Capital, according to a 
source who spoke to the New York Post. 
This would be the second-round of PE 
ownership for Acadia, whose UK-sales 
represent 40% of the group total. Acadia 
has a market cap of $3.8bn and $3bn 
debt.

Acadia’s shares jumped 7.8% at the 
announcement but have since fallen by 
9.3% following the release of Q3 results. 
The company reported that while its US 
centres faired well, the EBITDA margin 
in the UK fell 450 basis points to 16.9% 
due to lower footfall and the cost of 
staff shortages.

It has been about a year since KKR 
hired Iñaki Cobo Bachiller to lead its 
EMEA healthcare franchise. It hasn’t 

added any healthcare providers outside 
the US, either in MENA or the Asia-
Pacific, to its portfolio since then. 
However, its current investments have 
been acquiring rival operations. Its 
Mumbai-based hospital chain Radiant 
Life bought a 49.7% stake in Max 
Healthcare Institute and its Swedish 
care provider Ambea, which recently 
became the country’s largest care 
provider after buying the operations of 
rival Aleris.

KKR has also set up a China-based 
subsidiary SinoCare – a hospital 
management and investment platform 
– to take advantage of Chinese 
healthcare reform.

OUR ANALYSIS: We’re seeing moves 
from the PE company but nothing 
solid or particularly serious in the 
healthcare industry outside of the 
States. There are rumours over 
its investment in a few projects… 
Acadia, Median, even Abraaj. But 
it has been a while since it took a 
plunge into the emerging market 
healthcare industry. We wouldn’t be 
surprised to see another deal soon.

Four Seasons for sale
UK care home giant Four Seasons is 
for sale, and hedge fund H/2 Capital 
partners, de facto in control of the 
business, has been making changes at 
top.

Four Seasons parent company, Elli 
Investments, has notified the stock 
exchange an independent sales process 
will be launched, which is expected to 
complete in Q1 2019. Three directors 
(Four Seasons’ finance chief, medical 
director and chief executive) have 
been ousted ahead of this. Among the 
new members is Baroness Margaret 
Ford, chair of rival care home operator 
Barchester Healthcare, which itself 
was put up for sale this year and is 
currently accepting bids from potential 
buyers.

The move comes after Terra Firma, the 
private equity nominally in charge of 

the group, put 24 profitable homes up 
for sale last month following a court 
case disputing ownership

Four Seasons declined to comment. 
A source close to the company says a 
sale “would not affect the day to day 
running of the homes.”

H/2 Capital Partners is the principle 
creditor for the group. Terra Firma 
bought the business in 2012 for £825m, 
and has swallowed a £450m write-
down on its investment.

Four Seasons runs more than 260 care 
homes and nursing homes across the 
UK.

OUR ANALYSIS: A change of senior 
management is the first step toward 
sale. Just like Care UK and HC-One, 
Four Seasons has faced difficult 
market conditions including 
government cuts, an increased 
national living wage and the 
uncertainties of Brexit. It would be 
the third care home group to be put 
up for sale in the UK this year.

Doctrin targets NHS, as 
KRY’s UK rollout begins
Swedish-telehealth company KRY 
has begun its UK roll-out. At the same 
time, competitor Doctrin exclusively 
tells Healthcare Europa that it too 
is in discussions with NHS health 
authorities and is preparing to expand. 
UK-based Babylon soon could be facing 
its first serious competitor for home 
market share. Healthcare Europa 
assesses the UK market and these 
competing business models.

KRY, which has re-branded as ‘Livi’ in 
the UK and France, has been offering 
telemedicine services to 340,000 
patients in south England since last 
month, UK manager Luke Buhl-Nielsen 
tells HE. Unlike Babylon, it allows 
patients to retain their own doctor.

KRY has been subcontracted by NICS 
(the GP Federation in North West 
Surrey), which itself has a contract 
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with the local health authority (North-
West Surrey CCG) to deliver extended 
access to primary care. Buhl-Nielsen 
declined to divulge how much the 
contract is worth. However, in 2016 the 
government set aside £45m to fund 
extended access nationwide across 
three years. GPs apply for this funding 
and typically receive £1 per patient per 
month if they meet relevant critera – 
such as staying open late at night to 
assist access.

NW Surrey CCG covers a population 
of 340,000 so the contract could be 
worth around £4.5m pa. However, a 
source with knowledge of NHS tenders 
says it’s likely that digital providers 
will discount heavily to get a scalable 
footprint. This payment method could 
draw in significantly less income than 
KRY’s home market, where it can claim 
SEK 650 (€63) per consultation.

The funding model differs significantly 
from that of Babylon, which has around 
34,000 registered patients in the UK. 
Babylon set up two of its own GP 
practices in London in order to receive 
funding on a per capita basis and treat 
its own patients both digitally and 
physically. KRY’s UK patients will be 
treated out of hours by Livi’s own 10 or 
so doctors but will be able to see their 
own doctor in a physical setting if 
necessary.

Babylon patients have to see Babylon 
doctors at all stages. Importantly, Livi’s 
patients won’t be unregistered from 
their traditional bricks-and-mortar 
GP practice. This is one of the main 
criticisms of Babylon’s business model 
and why its registered patient numbers 
fluctuate. This matters, since it’s paid 
on average £140 per patient per annum 
(the same amount as all primary care 
providers in the UK).

KRY has become Sweden’s largest 
telehealth provider within just a few 
years. It had 99,686 SEK thousand (€9m) 
revenue – with negative EBITDA of 
73,242 SEK (€7m) – and now delivers 
3% of primary care in Sweden. That 
quick growth rests on the fact that 
KRY immediately had access to 

Sweden’s whole population through 
a nationwide public reimbursement 
scheme. It is likely to be slower in the 
UK as providers must work with local 
stakeholders in de-centralised regions: 
the market is much more fragmented 
than healthcare providers expect. 
We hear that 20k-30k people work in 
procurement in the NHS – making 
deals and tenders fraught processes.

Some telehealth providers like to 
say that UK-based GPs are hostile to 
telehealth. Some are, but one senior 
GP earlier told Healthcare Europa that 
most GPs do want the technology, they 
just don’t want to compete against it.

Doctrin perhaps fits this model better: 
it sells a platform B2B that allows 
existing primary care structures 
to deliver digital consultations to 
their own patients. “We are already 
in discussions with a couple of 
integrated care systems,” CEO Magnus 
Liungman tells HE. These are regions 
in the UK where the NHS, local 
government departments and other 
local stakeholders take collective 
responsibility for managing resources. 
There are currently 14 integrated care 
systems in England.

Again, we don’t know what form these 
potential deals might take. Doctrin 
only delivers digital care – it sells a 
digital platform, rather than a digital 
platform and doctors. The market size 
for the B2G2C model that Babylon and 
KRY employ might look large because 
its services come at a higher cost and 
thus the revenue generated is higher, 
but we expect that NHS providers 
will increasingly be looking to deliver 
digital consultations themselves at the 
lowest possible cost. Doctrin already 
sells B2B to seven healthcare providers 
in Sweden, we hear that 2018 revenues 
might hit €1.5m.

OUR ANALYSIS: The UK might prove 
a more difficult market than some 
providers suspect. Even though Livi 
are working much more closely 
with health authorities, it is still 
going to have to fight for patient 

acquisition. Babylon has acquired 
34,000 patients with extensive 
advertising in London. If Livi reaches 
that number it would represent a 
10% penetration rate, which is higher 
than anywhere else in Europe. These 
types of tech companies do have 
high burn rates in their infancy and 
don’t immediately become profitable. 
But providers must see the potential: 
it’s rare for GP federations in the UK 
to subcontract care services to for-
profit providers.

And it will be interesting to see 
how the two business models – one 
purely digital (Doctrin) and one 
verticalised (Babylon, KRY) fare 
against each other. Will public funds 
be more easily diverted into a purely 
digital service and will prospective 
patients find it more appealing to 
have telehealth on tap but not at 
the expense of losing the personal 
touch of their local practice? We will 
shortly find out.

Median auction looks slow
Private equity and infrastructure funds 
are expected to submit bids for Median, 
the largest German rehabilitation group 
by the end of November. But touted 
financials look heavily-adjusted and 
smaller operators are saying that a new 
law enacted by the German parliament 
may spell trouble for the rehab sector, 
as Healthcare Europa reported in 
summer.

Private equity firms PAI, I Squared 
Capital and Brookfield have been 
named as prospective buyers for 
Waterland-owned Median by Reuters, 
but are only expected to submit final 
bids in 2019. The group is expected to 
post EBITDA of around €95m in 2018 
and could go for 10-12 times that, say 
sources.

That EBITDA figure is likely to include 

GERMANY
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several adjustments as we heard that 
in 2017 it came to around only €50m on 
revenue of around €900m. Reuters adds 
that through an acquisition and cost-
cutting, EBITDA will rise to €115-120m in 
2019. Investment bankers say Median 
could be over-egging the numbers.

Median CEO Andre Schmidt has stated 
publicly recently that the group’s net 
debt is under €400m and we hear rent 
came to just under €100m in 2017. We’ve 
been told that high debt and rent might 
deter a quick sale of the group but a 
source close to Waterland rubbished 
that suggestion when asked.

A well-placed source expressed 
surprise at the inclusion of I Squared 
Capital and Brookfield: “The second 
round of the auction looks a bit empty. 
Both of these are infrastructure funds 
and so would typically be looking 
for asset-heavy investments. Yet 
Median has sold its property to MPT. 
The only infrastructure fund to invest 
in asset light things in healthcare 
services is Antin (lab and outpatient 
group Amedes, French hospital group 
Almaviva Sante and psychiatry group 
Inicea).”

On how quickly this could be resolved: 
“As with Alloheim last year, sellers will 
be keen to complete before the year. 
Having the uncertainty continue into 
January is difficult and JP Morgan’s 
event in early January in California 
means no one is back in their seats 
until mid-Jan.”

Waterland may be keen to wrap up 
a sale for other reasons too. Echoing 
what we reported when the Median 
sale story first broke, local rehab 
operators have said this week that 
a new law enacted by the German 
parliament could entice nurses to 
the acute care and nursing homes 
at the expense of rehab by widening 
the existing pay gap between the 
sectors, although not all agree with this 
suggestion.

Median today operates around 120 
clinics in Germany, the vast majority of 
which are inpatient rehabilitation. The 
71-clinic portfolio which came from the 
merger of Median and RHM Kliniken 
covers the spectrum of inpatient 
rehab while the roughly 50 from 
acquiring AHG Kliniken cover mostly 
psychosomatic and addiction therapy. 
The whole portfolio counts around ten 
acute hospitals with the remainder 
inpatient rehab (a handful with acute 
departments on-site), nursing homes 
or sociotherapy clinics and has around 
18,500 beds in total.

It recently sold the 115-bed Lubeck 
clinic, which specialised in addiction 
therapy, to Ameos, the largest for-profit 
player in psychiatry. Schmidt has said 
the group plans acquisitions in Austria, 
Switzerland and the United Kingdom 
– Waterland opened its first UK office a 
year ago.

Waterland and PAI Partners have yet to 
respond to requests for comment.

Round-up of recent activity 
in German elderly care
We present a short round-up the recent 
activity in German elderly care, with 
the aid of on expert in German M&A.

“This market is getting consolidated, 
so we are seeing larger sized €30-60m 
add-ons starting to dwindle,” says our 
source. “This has been going on for the 
last three years, and shows how vibrant 
this market is.

“First, we are seeing primary deals, 
such as private equity-backed DOREA 

selling to nursing home company 
Maison de Famille (see below).

“Then we have tertiary deals between 
private equity such as Carlyle selling 
nursing home group Alloheim to Nordic 
Capital last year. Finally, we are seeing 
many bolt-ons taking place at a rate of 
about two or three a month.

“So altogether, there are many 
opportunities for investors to sell their 
assets.”

Alloheim Senior Residences 
acquires CMS group

Germany’s largest private equity-
owned nursing home group Alloheim 
(the country’s third largest player 
by revenue) is acquiring Cologne-
based CMS Group, a provider of both 
residential and outpatient elderly care 
services. This is one of many bolt-ons 
the group has acquired in the last year 
since it was bought by Nordic Capital 
in 2017.

CMS adds around 2,000 beds to 
Alloheim’s 16,500 as well as an 
outpatient service and about 300 
assisted living apartments. The 
company is in Lower Saxony, Hesse, 
Rhineland-Palatinate and North 
Rhine-Westphalia. The transaction is 
expected to complete before the end of 
the year.

Alloheim, which was acquired by 
Nordic Capital in 2017 for over €1bn, 
currently has a network of 664 
inpatient care residences, 175 assisted 
living facilities and 17 outpatient 
centres after the acquisition of nursing 
home and assisted living provider 
Itertalklinik in June this year. Alloheim 
is being advised by law firm ARQIS.

Maison de Famille (MdF) enters 
German market for the first time 
with DOREA Familie

Fast-growing French nursing home 
company MdF, present in France, Spain, 
Italy and now Germany, has acquired a 
majority in elderly care group DOREA 
from private equity firm Quadriga 
Capital. The company adds 5,500 beds 

ANDRE SCHMIDT, CEO Meridian
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to MdF’s current 10,900. DOREA is 
expected to report revenues of €200m 
for 2018 and has expanded rapidly in 
three years with 23 acquisitions since 
its inception in 2015. It now operates a 
total of 58 facilities.

MdF is a family-owned business 
and part of private equity Creadev’s 
porfolio. In Italy, MdF operates under its 
subsidiary La Villa with almost 2,000 
beds across 24 facilities. The group is 
present through Amavir in Spain, the 
result of a merger between MdF-owned 
Grupo Amma and Adavir in 2017. MdF 
operates 43 facilities for a total revenue 
of about €150m.

Waterland-backed Schönes 
Leben acquires Gut Köttenich 
Group

Nursing home operator Schönes Leben 
(SL), which operates over 3,000 beds 
across Southern Germany, has acquired 
an add-on in the state of North Rhine-
Westphalia. This sees the company 
expand its activities in this region for 
the first time. Gut Köttenich operates 
14 nursing homes as well as offering 
outpatient, day care services, assisted 
living and intensive care for ventilator-
dependent patients.

This acquisition follows SL’s private 
equity owner Waterland, who invested 
in 2017, announcing plans to grow the 
company by 10-20 facilities over the 
next few years. SL reported revenues of 
€100m in 2017.

Paracelsus looking for new CEO

German rehab and acute hospital group 
Paracelsus Kliniken is interviewing 
candidates to replace former CEO Dr 
Michael Phillipi, who was appointed 
following investor Porterhouse’s 
acquisition of the insolvent group in 
April, and died in September.

CFO Michael Schlickum told German 
press this week that it is business 
as usual for the group and that it is 
seeking to appoint a new CEO with 
interviews running “at full speed.”

Schlickum and managing director of 

technology and innovation Fabian 
Pritzel are running the group in 
Phillipi’s place and will seek to turn 
the company around after it filed for 
insolvency in late 2017.

Philippi, former CEO of Germany’s 
third-largest hospital group Sana 
Kliniken, was brought in following 
Swiss family office Porterhouse’s 
acquisition of Paracelsus in April.

Paracelsus has 36 rehabilitation, 
acute and outpatient facilities across 
Germany and Switzerland.

OUR ANALYSIS: Porterhouse is 
unlikely to find another former CEO 
of a top five operator in Germany 
willing to take this job on and the 
Swiss investor’s acquisition strategy 
may well have been tied to the 
expertise Phillipi would bring to the 
table.

Having said that, Germany is a big 
place. Porterhouse may not struggle 
to find a suitable – though likely less 
qualified – candidate, but it might 
equally prompt them to have second 
thoughts on the whole thing, and re-
sell or break the group.

Orpea sets up German 
luxury nursing home 
business
We talk to the irrepressible Nikos 
Tavridis about the sale of Axion, his 
group of seven luxury nursing homes 
to Orpea.

Tavridis, who becomes CEO of the new 
joint venture whilst he does an earn-
out, says the aim is to build a luxury 
chain across Germany aimed at “the top 
1%”. “We are looking at rates starting at 
€200 a day. That isn’t high compared 
to the UK but is considered a lot in 
Germany.”

Axion currently operates 7 facilities 
with 985 beds, including 2 high-end 
nursing homes (275 beds) in Hamburg: 
Elbschloss Residenz and Elbschloss 

Residenz Klein Flottbek. In 2017, the 
facilities generated EUR 30 million in 
revenue with profitability levels that 
will be accretive to the margins of the 
ORPEA’s Central Europe region.

Tavridis said: “There is so much money 
sloshing around these days it just 
made sense to sell.” He was perhaps 
predictably fulsome in his praise of 
Orpea: “It has real management in 
depth and they are sane people – not 
the crazies you get in private equity. 
That is why I decided to sell to Orpea.”

German hospital sector 
gets a new private equity 
entrant
A Luxembourg-based private equity 
investor has acquired a 60-bed 
orthopaedic hospital in northwest 
Germany, making its first foray into 
healthcare since it raised €1bn three 
years ago.

Castik Capital has acquired 51% of 
Stenum Ortho GmbH, the holding 
company of the Stenum Specialist 
Clinic for Orthopaedics (Fachklinik 
für Orthopädie) in Ganderksee, Lower 
Saxony. The 60-bed facility offers 
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orthopaedic surgery and physical 
therapy.

It comes three years after Castik 
Capital raised a €1bn called EPIC I 
SLP for investments across Europe. 
The company’s website says it has an 
investment horizon of up to 10 years.

No one from the group was available for 
comment.

Korian makes domiciliary 
care acquisition
Korian, Europe’s largest nursing home 
operator by revenue, has bought a fast-
growing domiciliary care provider.

Buying domiciliary care provider 
Petits-fils allows the group to grow in 
the French market despite a national 
freeze in bed licences. Petits-fils is a 
network of agencies, and 25% of its 
activity concentrated in the Paris and 
Hauts-de-Seine area, with plans to 
increase its coverage nationwide.

Korian says Petit-fils will have 
revenues of €40m in 2018, up by 76% 
from the previous year. It adds Petits-
fils is growing by 15 agencies a year 
on the French market, representing 
growth of almost 26% based on its 
current total of 58 agencies. The 
company has recruited 700 people this 
year alone and Korian plans to grow the 
company to 200 agencies by 2023.

A recent study by nursing home real-
estate specialist Primonial found that 
the French take less action towards 
planning for old age than the Germans 
and the Spanish. 59% of French 
respondents aged 60 and over admitted 
they had made no plans for loss of 
independence later in life.

“Since about 80% of elderly people in 
need of care stay at home, it makes 
sense that groups such as Korian 
invest this field,” says Stéphane Pichon, 
consultant at Your Care. “It could 

also provide a reservoir of potential 
residents for their care homes and 
show French authorities that they 
have a comprehensive offer for elderly 
people.”

Korian is already present in the 
domiciliary care market in France, 
Germany and Belgium. These activities 
will account for €75m of the group’s 
2018 revenue. Korian’s revenue in 2017 
was €3.1bn.

The company has created a division 
for its home care services, Korian 
Domicile. It acquired French assisted 
living provider Ages&Vie in January.

DomusVi president quits
DomusVi’s Aymar Hénin is quitting 
as President, despite the company’s 
recent acquisition spree. Puzzlingly, 
the company says he quit on November 
7 but has yet to make a public 
announcement.

The company has confirmed to us by 
email that Hénin is stepping down, 
saying he left on 7th November and 
was immediately replaced by former 
director of French operations Bertrand 
Delannoy, who has been with the 
company for many years and ran 
France until March 2018, when he 
became adviser to  Hénin. DomusVi 
has declined to comment further, and 
is continuing its expansion with the 
acquisition of Spanish group Gerovida, 
announced today.

One of our sources speculates that a 
lack of serious ambition could be the 
reason why Hénin left.

“PAI, DomusVi’s previous investor, had 
started a dual track process with M&A 
and an IPO running alongside each 
other,” says our source. “The existing 
shareholders, ICG and entrepreneur 
Yves Journel, then bid and bought a 
majority stake at an enterprise value 
of around €2.3bn, a very high price. 
This is a very big deal for ICG which is 
normally a minority shareholder. It is 
probable that ICG and Yves Journel are 
going to have a conservative expansion 

programme. This could be why Hénin 
left.”

ICG has declined to comment and 
DomusVi said it would not comment 
further.

Revenue rose 7.2% to €675m with 
EBITDA up 14.6% at €88.4m in the first 
half of 2018.

Spanish dental group up 
for sale
Despite having only formed last year, 
Vivanta, Spain’s third largest dental 
group by revenue in a very fragmented 
market, is for sale. We ask why it is for 
sale so soon, what price it might reach, 
and who might be in the running to buy 
it.

US bank Moelis & Co has been 
appointed to handle the sale by Iberia-
based mid-market private equity firm 
and majority (over 80%) shareholder 
Portobello Capital. The minority 
shareholder is Manuel De la Peña 
Alonso Araujo,

The business began by consolidating 
six different clinic networks, Unidental, 
Laser 2000, Plenido, Dr Senis, 
Avantdent and Anaga Dental, which 
combined 278 clinics into one group. 
Following a flurry of M&A, it now has 
over 300.

Back in July CEO Juan Olave told 
Healthcare Europa the business was 
looking at 2018 revenue of around 
€150m, with EBITDA of €30m excluding 
H2 acquisitions, and pro forma EBITDA 
including M&A of around €40m.

The Spanish dental market has proved 
problematic for groups targeting the 
budget end of the market, with iDental 
and Funnydent both closing in the 
country. Olave has been targeting 
a middle to upper class clientele, 
an entirely private pay market, and 
moving away from the franchise model 
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which he claims has damaged the 
public perception of other brands.

A European dental operator tells us: 
“Appointing Moelis is a smart move. 
They did a very successful job selling 
Portman Dental. And I understand the 
timing – this is a great time to sell as 
prices are high. You only need to look at 
the Curaeos deal to see that. I do have 
a word of caution – groups are also 
being sold off pro forma run rates and 
in those circumstances, when you’re 
buying you’re effectively underwriting 
two years’ worth of synergies.

“It’s worth thinking about that – taking 
six companies, with six different ways 
of working and six different central 
offices etc and making them all work 
together isn’t easy. Having said all of 
that, it is an interesting proposition. 
Spain is a large unconsolidated market 
and there are no big players there and a 
lot of potential.

“The likes of EQT, Jacobs and Nordic 
Capital will take a look and it would 
be surprising if discussions haven’t 
taken place already. But perhaps most 
interesting is (DentalPro owners) BC 
Partners. It’s in Italy, which is a similar 
market – by which I mean patients 
there are less likely to have regular 
checkups and see a dentist only when 
they have a problem. CEO Michel Cohen 
is a dentist who understands this kind 
of market well and might well have 
ambitions to look to Spain. This kind of 
market is different – it’s reactive, and 
has a greater emphasis on implants 
and dental tech.

“I wouldn’t be surprised if the price was 
a high as 15x EBITDA.”

Healthcare Europa has contacted Olave 
for comment, but he told Healthcare 
Europa he was unable to say anything 
at this time.

OUR ANALYSIS: Vivanta’s rise to 
become a top-three player in an 
admittedly fragmented Spanish 
market has been swift. In just 
two years, Portobello has funded 
Vivanta’s period of intense purchase 

and consolidation. So why sell now?

In part, this could be an attempt to 
take advantage of calm economic 
seas ahead of Mario Draghi, 
president of the European Central 
Bank, raising interest rates next year. 
If it doesn’t cash in now, Portobello 
might be thinking it will have a long 
wait before market conditions are so 
favourable again.

As for price, EQT paid 16-18x 2016 
EBITDA for Dutch Dentistry group 
Curaeos though that has a much 
wider footprint. A multiple of 12-
14x EBITDA seems a reasonable 
expectation here – even 15, if the 
purchaser buys into the pro-forma 
EBITDA figure based on assumed 
future synergies. Those groups 
looking to create a Pan-European 
dental network will be taking a long 
look at Vivanta – indeed our sources 
tell us that discussions with multiple 
groups behind the scenes may have 
been ongoing since the summer.

Centene bets on the 
survival of the Alzira 
model
Spanish hospital group Ribera Salud 
is going back to its Spanish PPP roots 
with the acquisition of a hospital 

(through its owner Centene) in Madrid, 
despite recently looking to Eastern 
Europe and LatAm for profits after its 
core, Alzira model ran into difficulty in 
Valencia.

American health plan management 
giant Centene has bought the Alzira-
style concession, which will be passed 
on to Ribera Salud, the hospital 
management group in which Centene 
has a 50% stake.

Through its Spanish subsidiary 
Primerosalud, Centene has acquired 
Torrejon Salud, which has a concession 
ending in 2039 to manage the 250-
bed Torrejon de Ardoz Hospital 
in the northeast Madrid region. 
Management of the facility will be 
passed on to Ribera Salud, which 
has historically grown through such 
concessions, but has more recently 
looked abroad for growth in light of 
those concessionsbeing brought back 
in-house following a mass return to 
insourcing by the left-wing regional 
government in Valencia.

The sellers of Torrejon Salud are Bupa-
owned payor-provider Sanitas (60%) 
and Asisa (25%), while investment 
firm Concessia has kept its 10%. The 
remaining 5% may be held by Torrejon 
Salud management.

The price has not been revealed, but 
the Spanish press cites sources saying 
it is not much more than what was 

TORREJON DE ARDOZ HOSPITAL, North East Madrid
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paid by Sanitas in 2012, when it bought 
50% of the Torrejon hospital and 40% of 
one in Manises, from Ribera Salud, for 
a total price of €77.6m. That sale was 
apparently pushed by Spanish bank 
Bankia, from whom Centene acquired 
50% in Ribera in 2014.

Torrejon Salud’s concession, ending 
in 2039, has a per capita payment 
arrangement similar to the Alzira 
model which Ribera Salud grew off the 
back of in Valencia. Ribera’s concession 
there only recently expired and 
Madrid, with its right-wing regional 
government, is a safer stomping ground 
for the group.

Banco de Sabadell holds the other 50% 
of Ribera Salud but press reports say it 
will sell this to Centene in the first half 
of 2019 in line with a put option agreed 
in 2014.

NY-listed Centene serves as a major 
intermediary for both government and 
private health insurance programs 
in the United States. It grew heavily 
off the back of Obamacare and had 
$48bn (€42.5bn) in sales in 2017, up 
from $10.9bn in 2014, since which its 
share price has tripled. Unsurprisingly, 
the share price jumped almost 10% on 
November 6 when the Democrats took 
back the House of Representatives.

Belgian healthcare reform 
could open up outsourcing 
opportunities
Belgian hospital reform could open up 
outsourcing opportunities for the for-
profit lab sector, we hear.

The country is due to introduce 
‘hospital networks’ from January 
between the country’s seven university 
hospitals. The goal is to streamline 
hospital supplies by encouraging the 
separate institutions to work more 
closely together.

At the moment, the outsourcing market 

is small and limited but operators 
believe these supply networks will 
increasingly be opened to the private 
sector. “Times are changing,” says a 
source operating in Belgium’s for-profit 
market. “I think as part of this reform 
to streamline supplies, we might well 
see private lab companies allowed to 
outsource from the public sector.”

We hear from a Belgian source that the 
2018 for-profit market is worth €500m 
and is growing at around 3%.

OUR ANALYSIS: The market growth 
rate could easily shoot up if these 
lab groups can take on inpatient lab 
tenders. Sonic works in outsourcing 
in the UK, so this is a market it 
knows well, and it could pounce 
into elsewhere. Smaller players, like 
Centrum Medische Analyse (CMA) 
and Medisch Labo Medina, might 
also see growth opportunity here.

Falck and co-investors 
offer entree to Russian 
hospital market
We talk to the Chairman of the Falck 
Vladivostok Hospital who says the 
international emergency care provider 
and co-investors are looking to sell and 
that there’s a bargain to be had for the 
willing buyer. Whilst an ambitious plan 
to build a Pan-Russian chain of budget 
hospitals was abandoned by the current 
investors, that plan could still offer 
an entree to the fast-growing Russian 
market.

Meridian Capital HK teamed up with 
Falck in 2013 with a 49:49:2 joint 
venture to build a general speciality 
hospital with A&E in Vladivostok, 
east Russia. Rob McDonald, then-
investment director of Meridian 
but now a partner at Banyan Bridge 
Capital in Indonesia, chairman of the 
Vladivostock hospital and holder of the 
2%, says that both major shareholders 

are listening to offers with an 
investment bank appointed.

He says the facility, which has 35 beds 
and capacity for 65-plus, a polyclinic, 
imaging and an express lab covering 
70% of its tests, is cash-flow positive 
but not enough to generate dividends. 
As such, some parties may bid on the 
basis of net asset value rather than DCF 
(discounted cash flow).

Its USP is, he says, offering near to 
the full gamut of healthcare services 
including general surgery, palliative 
care and A&E in a national market 
where the big private players are 
mostly, but not exclusively, OB-GYN 
and IVF plays (think MD Medical, Ava-
Peter and European Medical Center). 
Here is a link to its website. It has 
Falck’s branding and was built within 
an existing shell with the site taken on 
a 20-year lease.

Some 90% of its payors are self-pay 
with the remainder corporates. It was 
built for US$12m and shareholders 
may exit at a similar price. Important 
to note is that the ruble has lost 50% 
of its value since the project began in 
2013. The hospital was built as part of 
a plan to build a pan-Russian chain of 
hospitals but this was later abandoned 
due to the Russian economic climate, 
although McDonald says that the model 
still exists for anyone who wants use 
the Vladivostok site as a platform.

He adds: “We built that place by 
screwing every cost down to a fraction 
of the norm so anyone who steps 
in at that value has got a massive 
improvement on anything they could 
put together with their own team.”

Falck has sought an exit since its new 
CEO was appointed a year and a half 
ago, with the group reportedly scaling 
back to become more of a European 
company. Meridian Capital looks to be 
exiting within a typical PE timeframe.

Several events on the medium-term 
horizon make the hospital an attractive 
bet, McDonald says.

Firstly, a swathe of new regulations on 
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plastic surgery will see a consolidation 
of the market to fewer, larger sites 
that have ICU, diagnostics and 24-
hour emergency doctor cover. The 
regulations aims to tackle “rudimentary 
clinics at the back of apartment 
blocks,” which can be found in many 
regional cities, he says, claiming the 
consolidation will add 50% to the 
hospitals top-line within a year’s time.

Another boost will come from working 
more closely with the public payor 
through the Federal Compulsory 
Medical Insurance Fund, which might 
increase sales by 10-15% within a 
similar timeframe. Having said that, 
it will only work with the fund for 
selected ambulance and inpatient 
treatments where the tariff is workable, 
as pricing is designed for public 
hospitals and so doesn’t take into 
account capital expenditure.

A third but unquantifiable boost 
will come from an expanded on-site 
biomedicine department covering 
things like cancer immunotherapy 
and stem cell therapy, that will be 
developed by a Singaporean partner 
once a new owner comes in. He says 
it should attract business from nearby 
China and Korea, as Russian laws on 
the sector are comparatively benign.

Serbia prepares wholesale 
rehab sell-off
The Serbian government is preparing 
to sell off 4,000 rehabilitation beds. We 
talk to a consultant familiar with the 
process.

Zoran Mitic of local financial advisory 
firm SEECAP Consulting tells HBI that 
the country, which is likely to be the 
EU’s next member state, is about to 
privatise wholesale a clutch of rehab/
spa facilities.

Ten rehab centres/health spas totalling 
4,000 beds will be sold as operating 
companies along with their assets, 

including real estate and mineral water 
rights, and while no date has been set 
for these tenders,  other health spa 
facilities have already been placed for 
sale

Within each of the ten spas, there are 
designated ‘special hospitals’ that 
specialise in rehabilitative medicine, 
from orthopaedics and skeletal-
joint diseases to cardiovascular and 
rheumatic treatments.

They should cover just under half of the 
beds, as the Serbian Spa Association 
says that of the 7,500 beds in state 
health spa facilities, 3,500 are set aside 
for social security-reimbursed visitors 
while the remainder are “capable of 
medical rehabilitation”.

Why the classification in this way? The 
answer is that the ‘special hospitals’ 
can receive patients whose stay is 
covered in full by Serbia’s Republic 
Health Insurance Fund as well as 
public pension funds, referred by 
public sector doctors for post-operative 
care or general healthcare treatment. 
This presumably allows these spas to 
maintain a stable cash flow while also 
targeting higher fee-paying and higher-
margin clientele in the remaining beds.

The centres for sale are dotted around 
the country with a small concentration 
in the south where the Dinaric Alps, 
Serbian Carpathians, Balkan and 
Rhodopes Mountains meet. Mitic 
says that Serbia “has a long tradition 
of these health spas going back to 
the Romans, owing to the country’s 
abundance of natural mineral water.”

But he adds that prospective buyers 
should note: “The economic situation 
is not as good as in the 1980s so these 
facilities are faced with fewer patients 
coming from the social security 
system. In response, they’re moving 
into wider health and beauty care and 
targeting the private market.”

The trend is not for the facilities to 
move away from healthcare but instead 
to increase the number of private-
paying rehabilitation-seeking medical 

patients, and go for the general health 
and wellness market, including the 
growing number of foreign tourists 
seeking spa stays. Those coming from 
abroad for stays grew double-digits 
in 2013 to account for 2 million of the 
6.5 million overnight stays in spas in 
Serbia that year, or 30% of the total.

The financial model for this wave 
of privatisations has not been fully 
outlined yet as preparation is still 
ongoing with no set date for tenders. 
Mitic suggests that part of the deal 
could be a commitment to earmark a 
set number of beds for RHIF-funded 
medical patients for a set period. 
But those looking to enter the sector 
needn’t wait.

There is another set of privatisations 
which has already started covering 
facilities not currently not operational. 
One is the Kursumlija Spa, which spans 
20,000 m2 of property and 96,000 m2 of 
land and came up for sale in April but 
the process fell through as the 30-day 
notice period was too short and the 
government did no marketing, Mitic 
says. When operational it covered 
gynaecological, neurological and 
metabolic illnesses. He tells us he has 
details of the sale process.

Kursumlija Spa will be sold as an asset 
without liabilities or employees and 
Mitic says the asking price was €2.4m 
and it would need around €5m of capex 
to re-open. There are also subsidies 
and tax incentives for investors to 
encourage investment into the country 
in the name of job creation. In its last 
year of operation, 2004, it recorded 
around 72,000 paid nights implying 
around 70-75% occupancy across its 301 
beds.

Assets already privatised include 
the Atom Spa (Atomska Banja) in 
Cacak, central Serbia, which has 122 
beds and offers various therapeutic 
services for rehabilitation as well as 
some diagnostics. Mitic says this, and 
others like Prolom Spa and Vrujci Spa, 
have been successfully privatised in 
the last decade and have “flourished” 
with management and marketing. 
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Atom Spa opted to register as a special 
hospital targeting both RHIF-funded 
and private-paying guests while others 
have exclusively targeted the private 
market.

Bulgaria getting first 
hospital IPO – but all eyes 
on Acibadem’s asset
Bulgaria will have its first IPO in the 
hospital sector, with 130-bed Hygia set 
to list on the country’s stock exchange. 
But sources tell us all eyes are on the 
private sale of the comparatively larger 
Bulgarian portfolio of IHH-owned 
Acibadem which has yet to find a buyer.

Hygia is a 130-bed hospital in 
Pazardjik, a small town in southern 
Bulgarian near Plovdiv. Bulgarian press 
reports that the country’s Financial 
Supervision Commission (FSC) has 
requested additional documentation 
prior to the release of a prospectus for 
its IPO.

The group plans to offer 1.3 million new 
shares at 5 Leva per share meaning 
a capital raise of around 6.5m Lev 
(€3.3m). Outlets add that offering the 
1.3 million new shares will increase its 
capital from two million to 3.3 million 
Leva, suggesting that the company is 
putting 40% of itself on the market – no 
existing shareholders will take part 
in the new capital raise although an 
intermediary investor has been brought 
on board, Capman AD. New cash will be 
used to open new wards and clinics in 
the existing hospital and to purchase 
equipment.

Hygia had revenue of 6.2 million Lev 
(€3.2m) and profit of 22,000 Lev (€11,000) 
in 2017, while debt is 8.2 million Lev 
(€4.2m). But a source comments that 
it’s a drop in the ocean compared to 
Acibadem’s Bulgarian portfolio which 
has four hospitals and five clinics and 
had revenue of nearly €70m in 2017.

Our source adds: “It was one of the first 
private hospitals in the country but 
its a relatively small one so it won’t 
have much of an impact on the market. 

Maybe they’re also planning some 
regional expansion.

“We’re all watching the sale of 
Acibadem’s portfolio. I heard there is a 
reasonable degree of interest although 
we believe the double-digit EBITDA 
multiple expectations of the seller are a 
bit high.” Pan-Asian hospital group IHH, 
90% owner of Acibadem, is understood 
to be driving the process.

Diaverum enters 
Macedonia
Soon-to-sell global dialysis service 
provider Diaverum has bought 
Macedonia’s largest operator, with 
the CEO adding it could be a platform 
for further expansion in the region. 
We talk to Diaverum, dig further into 
the Macedonian dialysis market and 
disclose the revenue of the acquired 
company.

Diaverum has acquired PZU Diamed 
Macedonia, which won a 20-year 
tender in 2014 to operate nine dialysis 
centres serving 670 patients, earning 
517m Denar (€8.5m) in 2016 for these 
services. The price paid has not been 
disclosed.

Outgoing Diaverum CEO Dag Andersson 
commented: “It is the right momentum 
(sic.) to enter Macedonia and this 
acquisition signals our commitment 
to the Macedonian market. It is a 
unique opportunity for us to establish 
a local presence in Macedonia, as a 
possible platform for potential further 
expansion in the Balkan region.”

Diamed’s nine centres span the capital 
Skopje and eastern half of Macedonia 
and cover almost half of the country’s 
patients receiving dialysis which 
Diaverum tells us stands at around 
1,400 annually.

Diaverum tells us that Diamed founder 
Vera Ivanova is the selling party and 
will continue on as country manager 
for Diaverum in Macedonia.

According to a report published last 
year, the total public-pay market for 

dialysis was €18.5m in 2016. Another 
group, Sistina Nefroplus, which looks 
to have won the other tender lot in 
2014, earnt €6.5m in 2016 for its nine 
centres that span western Macedonia. 
The remaining public contracts went 
to three hospitals (one private and two 
public) totalling €3.2m. The market is 
growing around 5% annually meaning 
the 2018 market could be around €20m.

Diamed’s website lists dialysis 
equipment supplier Gambro as a 
partner, giving it a mutual supplier 
with Diaverum which was spun out 
of Gambro shortly after Bridgepoint’s 
acquisition in 2007 and continues to 
purchase equipment from its former 
sister company, we believe; Diaverum 
tells us that one of its suppliers 
is US-listed Baxter International, 
which bought Gambro in 2013. This 
should give Diaverum a quick win on 
procurement synergies accrued from 
the deal.

Some 9-10% of Macedonia’s two million 
citizens have diabetes while 54% are 
classed as overweight, with 18% of 
over-18s obese and 40% suffering from 
hypertension (high blood pressure). 
Diabetes and hypertension are the two 
leading causes of kidney failure and the 
country is in the bottom five for kidney 
donation rates in Europe but the top 
five for diabetes prevalence.

Arguably, this deal marks Diaverum’s 
first foray into the Balkans. Diaverum 
has centres in over 20 countries, 
including Romania (which is 
considered by some to be partially or 
fully part of the Balkans).

Owner Bridgepoint is understood to 
be undertaking a dual-track process 
to sell the group, appointing Swedish 
investment bank Carnegie to advise on 
an IPO in Stockholm while JP Morgan 
is handling a potential private sale. 

On good sources, we hear further 
movement here will come once its 
massive Saudi contract is renewed, for 
which a “framework agreement” has 
been reached.
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DomusVi grows 
Portuguese network
DomusVi, Europe’s third-largest elderly 
care provider, is continuing to expand 
in Portugal.

The group has bought Bellavida, which 
operates two homes close to the city 
of Oporto, Aveiro which has 110 beds, 
and Viana do Castelo which currently 
has 67 but which will, after planned 
expansion, have 106.

Domus Vi entered Portugal earlier this 
year with the purchase of Carlton Life, 
which owns Júlio Dinis in Oporto. 

Once its outstanding building work is 
complete, DomusVi will have in excess 
of 500 beds in the country.

A spokesman for the company said 
the acquisitions consolidate the 
group’s commitment to Portugal where 
it is looking to create a network of 
residential centres and services.

Last month, DomusVi made an 
acquisition in Spain following which 
CEO Aymar Hénin said the group had 
further plans for expansion in Europe.

Race to buy massive Greek 
hospital heats up
Two final bidders have emerged for 
the 478-bed Henry Dunant Hospital 
in Athens, but Greek market sources 
tell us that the controlling bank may 
request a fresh round of bidding.

Creditor-turned-owner Piraeus bank 
has reportedly received offers of €70m 
in instalments from non-profit Onassis 
Foundation, and one from another 
bidder. 

A source tells us this second bidder 
may be one of three American private 
equity firms; Farallon Capital, AGC 
Partners or HIG Capital. We hear over 
twenty parties received request-for-
proposals from PWC which is handling 

the sale.

Earlier reports said that CVC, which 
owns competitors Hygeia and 
Metropolitan Hospital Group, and Abu 
Dhabi’s Mubadala Investment Company 
were going to place final offers but we 
understand these didn’t materialise.

Vasilis Balanis, Healthcare & Life 
Sciences industry lead for Deloitte 
Central Mediterranean, tells us the sale 
could be far from over: “Now they’re 
saying the offers weren’t high enough 
for Piraeus Bank and that it might 
request improved offers for 100% of 
Imithea, the holding company of Henry 
Dunant.”

Onassis has promised to hand the 
hospital over to the Greek government 
if it wins the bidding. 

Henry Dunant is a former Red Cross 
facility and while never state-owned, 
Greece’s prime minister Alexis Tsipras 
recently indicated support for Onassis’s 
ambitions, saying that the facility was 
“stolen” from the state’s clutches which 
has been interpreted as a warning to 
other bidders.

The sale of the hospital is significant 
as it is reportedly part of a capital raise 
plan by Piraeus bank being carried out 
in agreement and cooperation with the 
European Central Bank.

Henry Dunant currently operates at 
55-60% capacity and had €43.5m in 
turnover and negative EBITDA of €6.9m 
in 2017.

OUR ANALYSIS: The main driver 
for this process is the feeling that 
whoever takes over Henry Dunant 
will become the major competitor 
to CVC, which is consolidating the 
Greek market fast. 

It would be unsurprising if it wanted 
Onassis to win this – and for Henry 
Dunant to be taken out of the picture.

NMC denies Jefferies 
torpedo
London-listed international healthcare 
group NMC Health has taken a 7% 
kicking to its share price. The drop 
comes after investment bank Jefferies’ 
latest note, its most critical yet. We put 
those critiques to the company which 
dismissed suggestions it has changed 
direction, saying it is “not looking to 
extend our core business to developed 
markets.”

Having reached an all-time high of 
4,060p on August 10, NMC’s share price 
troughed in October to its lowest point 
since January, rallied, but then dipped 
again following highly critical note 
from Jefferies earlier this week. The 
bank has lowered its EPS forecasts for 
the FTSE 100-listed hospitals operator 
by 11% and 12% respectively for 2018 and 
2019 and set a price target of 2,940p, 
some 20% below current trading. Why?

Jefferies calls NMC’s strategy outside 
Saudi Arabia “increasingly broad”. It 
also says after a flurry of acquisitions 
including entry to the UK, an 
announced three-fold expansion of its 
core businesses – hospitals, maternity/
fertility and long-term care – and the 
realisation that “no country seems to 
be off-limits”, it is “more difficult to 
anticipate NMC’s future direction and 
evaluate individual deals.”

A spokesperson for NMC tells 
Healthcare Nova: “We’ve made it clear 
that our core market is the GCC and 
that is where we’ll undertake capex. 
UAE is the home market and Saudi 
Arabia is the next big one. The only 
exception to this is IVF which is a 
global opportunity. But there’s no 
intention to build a footprint in the 
UK (with Aspen). It’s about increasing 
quality which can be done through 
collaborations, joint ventures and in 
some cases acquiring that knowledge. 
In essence, we are not looking to 
extend our core business to developed 

EUROPEAN ROUND UP MIDDLE EAST AND 
NORTHERN AFRICA
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markets.”

Is the diversification seen in 2018, 
into the UK, in the Nordics, into North 
Africa and sub-Saharan Africa, a sign 
that NMC has maxed-out growth in the 
UAE? 

NMC: “We see incremental growth 
opportunities in the UAE. While it 
would be difficult to replicate our 
existing footprint in the country, we 
intend to capitalise on high-value 
opportunities, like cosmetic surgery 
(buying Cosmesurge), alongside 
expanding organically by 300 hospital 
beds in Dubai.”

What about Saudi Arabia and payors in 
the GCC generally? Jefferies talks about 
more aggressive negotiations from 
payors in Saudi in light of worsening 
investment portfolio performance, 
while we hear that insurer Daman, 
which the bank says is 39% of NMC’s 
Healthcare revenue, cut tariffs quite 
drastically in Abu Dhabi earlier this 
year. 

The spokesperson responded saying 
that “..generally in the GCC, we’re 
seeing reasonable inflation-aligned 
prices.”

Another source reckons one rationale 
for the UK entry was related to this: 
“Aspen does knee and hip surgeries 
as outpatient procedures, whereas in 
the GCC it’s a 2-4 day average stay. 
Bringing that improved AVLOS to the 
GCC will win groups more work from 
insurers. They’re happy to pay less 
while the operator can focus on higher-
intensity patients. They need to work 
on occupancy (generally low in Dubai 
according to the latest DHA report) but 
just as important is usage.”

On Saudi, Jefferies says that “we 
believe the bulls are too optimistic both 
on the timelines and the magnitude of 
the opportunity.”

Part of NMC’s remarkable uplift in 
the last few years might have been 
related to this optimism but NMC says: 
“People who understand the Saudi 
market know its hurdles which we’ve 

communicated at various points. 
But it’s those hurdles that make it 
an attractive bet for us as it makes it 
difficult for non-regional players to get 
in.”

Jefferies also took a deep-dive into 
NMC Health’s corporate governance. 
Of its listed peers covered in the 
comparison – Ramsay, Healthscope, 
Mediclinic, Netcare, Spire, Life 
Healthcare – NMC’s CEO Prasanth 
Manghat is the highest paid at almost 
twice second-place Ramsay CEO Craig 
McNally. 

Of the same groups, it has the second-
lowest percentage of independent 
directors making up its board 
(55%, above Spire). NMC’s related-
party transactions have also been 
increasing year-on-year since 2012 at 
an effectively faster rate than group 
revenue. 

Overall it concludes saying “We believe 
NMC’s Governance has scope for 
improvement.”

The group, which had $1.6bn in 
revenue in 2017, of which 70% was from 
healthcare services and the rest from 
distribution, has vastly outperformed 
the FTSE 100 over the last three years 
and has continued to do so in 2018, 
although to a lesser extent, as you can 
see in our chart below.

NMC Health preparing 
Islamic bond issue
NMC Health is reportedly preparing to 
issue a Shariah-compliant bond worth 
up to $400m.

Reuters says a document issued by one 
of the banks leading the deal confirms 
earlier rumours that the group plans to 
issue a sukuk or Islamic bond.

A document from the same bank 
reportedly shows orders for the 
transaction topping $1.1bn and that 
NMC will offer investors a 6% yield on 
the five-year notes. 

Reuters adds that HSBC and Standard 

Chartered have been hired to 
coordinate meetings with fixed income 
investors ahead of the deal to issue a 
five-year benchmark bond. Meetings 
between NMC and investors are said to 
have started Sunday, November 11.

Others banks reportedly involved 
are Abu Dhabi Commercial Bank, 
Abu Dhabi Islamic Bank, Bank ABC, 
Barclays, Dubai Islamic Bank, Emirates 
NBD Capital, First Abu Dhabi Bank and 
Noor Bank.

Buyers of a sukuk invest in a tangible 
asset which generates returns, without 
the interest component which is 
forbidden in Islam.

Mediclinic takes a stake in 
UAE fertility centre
The Middle East arm of South African 
hospital giant Mediclinic International 
has taken a stake in a UAE-based 
fertility centre.

Mediclinic Middle East has acquired 
a minority stake in Bourn Hall 
International MENA Ltd, the holding 
company for the Bourn Hall Fertility 
Centre in the UAE.

A spokesman for Mediclinic says: “The 
acquisition lays the foundation for a 
partnership focused on a long-term 
MENA-focused expansion in the field 
of Assisted Reproduction. In a first step, 
Bourn Hall Fertility Centre will take 
over operations of Mediclinic Middle 
East’s existing IVF clinic located at 
Mediclinic Al Ain Hospital, and operate 
it under the Bourn Hall umbrella, as 
Bourn Hall International MENA Ltd will 
continue to operate and manage its IVF 
business independently and under its 
existing brand.”

Mediclinic International operates in 
South Africa, Switzerland and UAE, and 
has a 29.9% share in Spire Healthcare 
in the UK.
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Saudi dialysis grows 
double-digits in 2017
The number of dialysis patients treated 
by Diaverum and DaVita in Saudi 
Arabia nearly doubled in 2017, while 
the overall dialysis population grew 
double-digits and will do so again in 
2018, according to an official report. 
Based on session payment rates 
reported by HBI, the 2017 market was 
worth around US$800m.

An official report from the Saudi Center 
for Organ Transplantation (SCOT) 
shows the number of patients receiving 
regular haemodialysis and peritoneal 
dialysis reached 18,270 in 2017, a 12% 
increase. Around 10% of that number is 
peritoneal. See the annual figures in the 
chart above.

The high reimbursement rates to 
outsourcers Diaverum and DaVita 
quoted to us by multiple sources – $280 
to $300 per session – could mean a 
market of around $800m in 2017 if other 
providers are paid the same. Diavita 
and Diaverum, based on patients, would 
account for around $275m of this while 
the broader private sector, including 
non-profit, would be half or $400m. 
We recently wrote that the private 
sector providers were achieving quality 
results far higher than the public sector 
centres.

In 2013, the big two groups won tenders 
to provide dialysis services to treat, 
eventually, 5,000 patients each. Based 
on their collective growth in 2017 
(infographic below) they may well 
attain that figure by this year’s end.

Diaverum’s Saudi site currently says it 
serves 4,225 patients across 35 clinics. 
DaVita does not reveal its patient count 
but figures in previous SCOT reports 
indicate it has been much slower in 
ramping up operations than Diaverum.

The GCC’s largest healthcare service 
market by most measures is also the 
country with the highest prevalence of 
diabetes in the world outside of several 
tiny islands in Polynesia; the chronic 
condition is the leading cause of renal 
failure and accounts for 40% of the 
18,270 cases in Saudi Arabia last year.

SAUDI ARABIA, Patients receiving dialysis

SAUDI ARABIA, Growth of Davita and Diaverum SAUDI ARABIA, Cause of renal failure
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Brazil set to allow 
telemedicine in 2019
Brazil looks set to pass laws allowing 
teleconsultations, which are currently 
banned under current regulations.

Its Federal Council of Medicine should 
approve legislation early in 2019, 
according to health care operators HBI 
is speaking to in the country.

“There is no way it’s not going to pass,” 
says Rogerio Rabelo, investment 
manager at Dal Ben care, adding 
the move is designed to make up 
for a shortfall in both general and 
specialist doctors. Informally, Brazilian 
doctors have been using WhatsApp to 
circumvent the rules.

The majority of 8,000 Cuban doctors 
working in the country – drafted in to 
make up for the shortfall – are leaving 
after the country after being recalled 
by the Cuban government. This flowed 
directly from Brazil’s new president, 
Jair Bolsanaro, criticising Cuba for 
taking 80% of the doctor’s paychecks.

As yet, there is little information on 
how telemedicine will be implemented 
and regulated.

We understand UK-based telehealth 
provider Babylon may be among the 
groups looking ta the market.

OUR ANALYSIS: While this change 
in legislation is good for operators, 
it might take a while for them to 
find a commercially viable business 
model. There are a few options. 
Private providers can try to work 
directly with the government, but 
this will depend on a model which 
provides sufficient reimbursement, 
and setting up such a scheme takes 
time. Might Brazil’s new right-wing 
president be willing to set up PPPs 
with telemedicine companies as 
a first step towards developing a 
bigger private sector?

Babylon, Medgate and Ada are the 
main international telemedicine 
players. Of these, Medgate is perhaps 
best suited to the Brazilian market 
because of its experience with 
international insurers. Babylon 
has ventured to Rwanda in a PPP 
and Ada has taken on East Africa 
in partnership with philanthropic 
group Fondation Botnar. Medgate’s 
cost-effective efforts in Switzerland 
show telemedicine could provide 
one way to bring down Brazil’s 
spiralling health costs.

DomusVi enters Latin 
America for the first time
DomusVi, Europe’s third-largest 
nursing home operator by revenue, 
has acquired a minority stake in Latin 
American group Acalis. We speak to 
Acalis’ CEO and a spokesperson for 
DomusVi about the deal.

DomusVi bought 32% of the company 
in its plan to consolidate the Latam 
market, becoming Acalis’ second 
biggest shareholder alongside Acalis 
Belgium and the International Finance 
Corporation. With reported sales of 
€1.3bn for 2017, DomusVi will be the 
second biggest nursing home group 
to enter Latin America alongside 
European giant Orpea which is in 
Brazil. Ballesol, a big Spanish nursing 
home player has entered the Mexican 
market.

“Our target is the 10-15% of the 
population that can afford to pay 
for high-quality services,” says a 
spokesperson for the company, who 
would not disclose a price. “We are 
accessing a market of 500m people who 
behave very similarly to the Spanish 
with a company (Acalis) ready to 
develop the Latam market.”

“This is not a mature market like the 
European one, we think it is about 15-20 
years behind but is capable of catching 
up quickly. There is a big opportunity 
to grow, and people are willing to pay 
for private services as they don’t expect 
anything from the government.”

Acalis currently has nine nursing 
homes in Chile and one in Uruguay 
totalling over 1,000 beds, with an 
additional two facilities under 
construction in Colombia. The group 
also has a small presence in Saudi 
Arabia and Turkey, and reported 
revenues of €53m ($60m) in 2017. 
Acalis is the Latam branch of Senior 
Assist based in Belgium, though 
Vanderschrick sold over a third of its 
Belgian beds to Korian this year in 
order to shift its asset base to Latin 
America.

“Our project is simple: to grow as 
big as we can,” says Acalis CEO Bart 
Vanderschrick. “What’s important 
for us now is to fill up our operations 
in Chile, which will now be focusing 
on organic growth, and to initiate our 
operations in Colombia. The facilities 
we are opening in Medellin and Bogota 
will be ready mid next year.”

“Uruguay is a smaller market where 
you can only expect to develop up to 
500 beds maximum, but it has an inflow 
from Brazil and Argentina. We are 
preparing for our second facility there 
and also looking into Mexico and Peru. 
But next, we are looking to duplicate 
what we have done in Chile on the 
Colombian market, which is twice as 
big.”

DomusVi’s move into Latam follows 
a string of acquisitions this year in 
both Spain and Portugal. The company 

LATIN AMERICA

BART VANDERSCHRICK, CEO Acalis



HBI Connect Briefing - DECEMBER 2018 – JANUARY 2019 26

now plans to have over 2,000 beds in 
various Latin American countries by 
2021. When asked how Acalis competes 
on this market, Vandershrick claims 
Acalis’ size is an advantage:

“The difference between us and other 
foreign operators is that Acalis is small 
enough to integrate into local cultures 
and structures. Our management and 
business model are becoming Latin 
American, which makes us attractive. 
We are flexible and able to adjust our 
procedures, which is difficult for big 
companies to do.”

Sodexo acquires 
medicalised home care in 
Brazil
Sodexo, the global French catering 
and facilities maintenance outsourcer, 
has entered the Brazilian medicalised 
homecare market and is planning to 
build its homecare activities globally. 
We talk to Sodexo and a Brazilian 
healthcare director at KPMG.

Sodexo acquired Pronep through its 
Global Home Care division offering 
domiciliary and medicalised homecare, 
which bought domiciliary homecare 
specialist Prestige Nursing and Care 
in the UK in March 2017. Pronep 
offers 24h nursing and specialist 
domiciliary care for a number of 
illnesses. It also offers follow-up care 
for patients suffering from COPD and 
cardiovascular disease. The company 
has been operating for 30 years in this 
sector and currently claims to see 1,000 
patients.

“Healthcare has been chosen as a 
market to invest in by companies who 
are looking to pivot their business,” 
says Daniel Greca of KPMG. “The 
Brazilian health sector is still maturing 
and this calls the attention of a variety 
of investors. As well as companies 
looking to diversify, we are seeing a lot 
of private equity houses such as Patria, 
HIG and Carlyle. You also see a lot of 
start-ups trying to disrupt the market.”

Pronep founder Josier Marques Vilar 

said the acquisition will support further 
expansionary activity: “Joining Sodexo 
supports our ambitions of expanding 
our senior care throughout Brazil.”

OUR ANALYSIS: It is clear that 
Sodexo’s homecare business today is 
tiny. It is part of the Personal Home 
Services segment which employs 
just 1.3% of staff. On a pro-rata basis, 
that means sales in 2017 came to 
around €88m worldwide and this 
business also includes concierge 
services for ex-pats and childcare. 
Homecare is listed third and so it 
would be reasonable to assume that 
sales here are in the region of €30m 
maximum. Sodexo also sells around 
€5bn a year of catering and cleaning 
into the nursing home segment 
globally.

Notre Dame Intermedica 
looking to raise $775m 
with new share issue
Grupo Notre Dame Intermedica (GNDI), 
one of Brazil’s largest hospital groups, 
is hoping to raise around R$3bn 
($775m) from the sale of new shares 
this month. We speak to a Brazilian 
healthcare expert to find out what this 
means for the company and investors.

“GNDI’s P/E Ratio recently approached 
30x 2018 earnings, which decreased 
the attractiveness of its shares,” says 
Rogerio Rabelo, director at domiciliary 
and post-acute care provider Dal Ben. 
“These very high levels of multiple 
indicated that it was a good moment 
for Bain Capital to sell a further stake in 
the company.”

GNDI raised $790m through an IPO 
in the spring, allowing private equity 
investor Bain Capital, which invested 
in the group in 2014, to reduce its stake 
to around 70%.

“It is interesting to note that GNDI’s 
P/E multiple is now 24x the earnings 
expected for 2019, very close to their 
main competitor, Hapvida, whose PE is 
now 23x,” says Rabelo. “At the time of 

their IPOs last April, GNDI’s P/E was 17x 
the earnings estimated for 2018, and 
Hapvida’s PE was 20x.”

A first wave of 12m shares is being 
issued which will need to attract 
the right offers before December 2 
for the sale to go through to round 
two. The remaining 75m will then be 
issued before the final cut-off date of 
December 11.

“The market considers that there will 
be some pressure on the price of GNDI 
shares, due to the possibility that Bain 
can still sell more or the totality of its 
remaining investment in the company 
next year.

Since GNDI went public in April, its 
share price has risen 40% from R$20 to 
a high of R$28 on 13th November. The 
price has since dropped to R$26 ($7) 
and saw a slight dip on Wednesday, 
November 21, when the group 
announced it was making an offer.

OUR ANALYSIS: We understand 
the Brazilian stock market is being 
talked up following the election of 
Jair Bolsonaro. According to Rabelo, 
GNDI’s offer will likely be the main 
event for this end of the year, though 
we expect more IPOs to follow in 
2019.

Diaverum grows in Brazil 
through acquisitions
International dialysis provider 
Diaverum has expanded in Brazil 
with the acquisition of three clinics 
following its initial entry into Latin 
America’s largest market in January, 
2018.

The company, which is owned by 
Bridgepoint which we understand may 
seek an exit once Diaverum’s Saudi 
contract is renewed, has bought two 
dialysis centres in Sao Paulo and one in 
the coastal state of Sergipe. The centres 
combined treat 900 patients.

The acquired centres also provide acute 
dialysis services to hospitals, which 
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means treatment for sudden kidney 
failure usually amongst ICU patients 
as a result of multi-organ failure, as 
opposed to chronic conditions where 
dialysis sessions are scheduled and 
regular (usually three per week lasting 
several hours each).

Brazilian consensus data shows 
there were around 126,500 patients 
on dialysis in 2017, 70% of providers 
were private and 18% of pay across the 
public-private market was from private 
insurers.

It is the second new market Diaverum 
has entered in 2018, following its 
acquisition of Macedonia’s largest 
group. We understand a dual-track sale 
process will begin once an agreement 
on the renewal of the group’s Saudi 
contract is announced, expected 
imminently.

IHH ‘likely to list SRL’, 
while Metropolis IPO gets 
regulatory approval
Pan-Asian hospital operator IHH is 
likely to float SRL, the diagnostics arm 
of troubled hospital chain Fortis, next 
year, according to some local reports 
– but Healthcare Nova has heard 
different.

Local reports suggest that IHH will 
“take the brand abroad” in the medium- 
to long-term. It is not clear on which 
stock exchange SRL would be listed.

Earlier this year IHH won the bidding 
war for Fortis, taking a 31% stake with 
a commitment to acquiring minority 
shareholders’ shares through an 
open offer. In November it received 
regulatory approval to become the 
majority stakeholder in Fortis and it 
has since appointed four members 
to the board and taken 31.1% shares 
through preferential allotment. It will 
later take a further 26% shares pending 
further regulatory approval.

However, an Indian source is sceptical 

about an IPO: “I think it’s more likely 
to be a demerger or a spinoff,” he says. 
We predicted in August that IHH would 
drop SRL but thought the business 
would be sold to another buyer. IHH 
signalled it its Q3 report that stabilising 
Fortis was an immediate priority.

SRL’s 2017-18 FY EBITDA was Rs 355 
million ($5m). IHH shares jumped 4.45% 
at the announcement.

Meanwhile, rival diagnostic lab 
company Metropolis has just been 
given regulatory approval to list on the 
Indian stock exchange. The company, 
which is backed by PE The Carlye 
Group, filed IPO papers in September.

Another Indian source said: “The 
Metropolis IPO should have takers 
given its strong growth and return on 
capital for diagnostics businesses.”

OUR ANALYSIS: Metropolis and SRL 
would be the third and fourth Indian 
lab companies to list in the past four 
years. In 2015, Dr Lal PathLabs went 
public and smaller player Thyrocare 
followed the year after. Both stocks, 
despite experiencing peaks and 
troughs, have largely returned to the 
rate at which they IPO’d and growth 
has so far been minimal.

IHH to ditch Fortis 
branding?
A senior official at IHH has said that 
it will likely scrap the branding of 
troubled hospital company Fortis once 
litigation is over.

IHH CEO Tan See Leng signalled 
that the company would incorporate 
Fortis operations into one of its other 
brands, which include Parkway, Pantai, 
Mountain Elizabeth, in the distant 
future.

“Within the IHH umbrella, we have a 
number of brands we can use. Some of 
the brands are familiar. We will use it 
where it makes economic sense. But, 
the priority is to fix the financials and 
arrange funding,” he said.

After IHH bought Fortis for $1.3bn in 
July it said it would implement a 100-
day plan to stabilise the company.

Fortis reportedly pays its founders, 
Malvinder and Shivinder Singh, Rs 5m 
($69,000) annually to continue using 
the brand. The brothers are embroiled 
in civil disputes regarding allegations 
of wrongdoing over the management 
of Fortis. A board determined in June 
that it could not determine whether 
fraud was committed in relation to 
loans given to parties connected to the 
brothers.

OUR ANALYSIS: IHH knows it has to 
turn Fortis around, so it’s no surprise 
that it might want to scrub the 
brand. But which one will it pick? 
A merger between two, or multiple, 
brands will have obvious synergies if 
operations and admin are combined, 
but Leng seems to suggest that 
Fortis hospital signs and letterheads 
will just get a new logo and design. 
We don’t know if this will be enough 
to regain trust.

NephroPlus acquires 
DaVita India
India’s largest dialysis operator 
NephroPlus has further consolidated 
the national market with the 
acquisition of global dialysis giant 
DaVita’s Indian operations. We talk to 
NephroPlus CEO Vikram Vuppala about 
the deal and the Indian dialysis market.

NephroPlus, which has 154 centres 
across the country, has taken over 
DaVita India’s 22 centres. Vuppala 
tells us that the deal to take 100% 
of the equity has closed and is part 
debt-funded with the remainder from 
internal cash accruals. DaVita entered 
the Indian market six years ago with 
the acquisition of NephroLife Care.

He adds: “This is the biggest deal 
ever in Indian dialysis and a massive 
moment for the market. It’s been 
positively received by our hospital 
partners and we look forward to adding 

INDIA
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Davita India’s 400 employees to our 
2400.

“Davita India’s centres have a price 
point slightly higher than our net 
effective $25 per session, which 
we won’t change but we will apply 
NephroPlus’s lean operation model and 
pursue the synergies in procurement, 
back office and marketing (DaVita’s 
centres will be re-branded in a month’s 
time).”

NephroPlus is the larger of the two but 
DaVita’s centres have a higher average 
revenue per session being located 
mostly in the largest cities (metros), 
with the two groups clocking 150 crores 
($21m) and 50 crores ($7m) in sales, 
respectively, in its financial year ending 
March 31, 2018.

Indian outlet reports that DaVita India 
saw losses of 19.9 crores ($2.7m) in the 
preceding financial year, up from 15 
crores ($2.1m) the year before that.

Vuppala tells us the public and private 
dialysis market in India is worth $300m 
in 2018 and growing 30% annually. 
However, the addressable market 
is around six times that as only 15% 
of those who need dialysis receive 
treatment, making a total potential 
market of $2bn.

NephroPlus has 154 dialysis centres 
in 92 cities across India. Vuppala tells 
us NephroPlus is close to entering two 
Southeast Asian markets in the next 
3-4 months and is also mulling an 
entry into the Middle East.

Vuppala: “Essentially, overheads need 
to be managed more efficiently in the 
developing and middle-income world,” 
adding that he believes his company 
is “uniquely positioned to crack these 
markets.”

OUR ANALYSIS: Why would a global 
dialysis player exit one of the fastest 
growing dialysis markets in the 
world? The losses, albeit from more 
than a year ago, are certainly part 
of the story. It’s worth noting the 
number of Linkedin users registered 

as Davita India employees has been 
falling over the last two years.

Another rationale could be the 
lack of market position Davita had 
accrued over the six years it was in 
India. We estimate it was a number 
four, behind NephroPlus, Deep Chand 
Dialysis Center and Fresenius-
owned Sparsh Nephrocare. Davita 
Inc.’s 2017 report shows that only 
3% of its revenues came from the 
11 countries in which it operates 
dialysis centres outside the US, 
and combined with the less-than-
spectacular financial performance 
it may have deemed it not worth the 
drain on management.

Medicover plans Indian 
fertility clinic expansion
European healthcare provider 
Medicover plans to rapidly expand its 
fertility business in India, opening up 
to five more clinics before the end of 
2019, despite losses.

“We target to be around 20 clinics by 
year-end,” says CEO Fredrik Rågmark. 
Medicover already added three clinics 
in Q3 meaning that its current portfolio 
stands at 15. Rågmark adds that the 
business reported a loss of €0.5m in 
Q1 and then projected a full-year loss 
of €4m, but that has now been revised 
down to €3m-€3.5m.

Medicover opened this business in 
July 2016, and its losses are slowly 
decreasing as its longest-established 
clinics, situated in Delhi, become 
profitable. Its latest addition, a clinic 
in Hyderabad, expands operations into 
the south of India. Medicover already 
operates a hospital in Hyderabad 
through its 45.1% stake in Indian 
hospital group MaxCure.

“We have a lot of confidence and we 
keep pushing this roll out with a high 
level of aggressiveness,” Rågmark says, 
adding that the profitability derives 
from higher volumes of patients. 
Medicover has so far invested €10.9m in 

the fertility business.

OUR ANALYSIS: When Medicover 
launched this business over two 
years ago it wanted to open 50 
clinics within five years. It seems 
to be on track in terms of greenfield 
development but we’re not sure if it 
anticipated that the business would 
still be making a loss.

At the time Rågmark told HBI that 
fertility in India was “a very fast 
growing market with relatively little 
competition” and a consultant at 
EY estimated that the IVF market 
would grow at 20% CAGR to 260,000 
cycles by 2020. It hasn’t given up 
yet, despite other international 
lab groups changing the way they 
approach emerging markets, so it 
must continue to see huge potential 
in the market.

American investor mulls 
largest Asian hospital deal 
for a decade
American investor Columbia Pacific 
Management is reported to be 
considering a sale of its India, Vietnam, 
Malaysia and Indonesia hospital 
business for a touted price tag of $2bn. 
That would make it the largest deal 
in Asian hospitals since IHH bought 
Parkway Pantai in 2010. We discuss 
potential buyers and what is driving 
this.

Bloomberg reports that the group is 
working with advisors to explore a sale 
or IPO of Columbia Asia, although the 
bank or advisory firm has not been 
named. A source familiar with the 
matter confirmed the story to us, saying 
a liquidity event was planned for 2019.

Japanese listed conglomerate Mitsui & 
Co Ltd owns 26% of Columbia Asia but 
its plans for that stake have not been 

CHINA AND  
SOUTH EAST ASIA
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revealed.

Columbia Asia comprises 12 hospitals 
in India (one in the pipeline), 2 
hospitals and a clinic in Vietnam (one 
hospital in pipeline), 12 hospitals in 
Malaysia (two in pipeline) and three 
hospitals in Indonesia. Its model is to 
cover most clinical departments except 
the most complex – which we would 
interpret as neurology, cardiology and 
complex oncology – and target the 
middle-income markets (according to 
the Asia Nikkei Review). Its hospitals 
are generally 100-200 beds and it had a 
total of 2,261 as of March 31, 2017.

Our source adds that the senior 
housing businesses in China and India 
are not part of this process, and it 
doesn’t look like the Chinese hospital 
business (not included in above 
numbers) is either. Columbia Pacific 
Management also has a small Kenyan 
subsidiary with a clinic.

No one from Columbia Pacific 
Management could be reached for 
comment.

OUR ANALYSIS: It’s early days and 
this is likely just testing the waters 
of the market to see if anyone will 
bite at that price, which sounds 
ambitious but when you add up the 
constituent parts and tack on an 
international network premium it is 
not unfeasible.

The most obvious buyer here is IHH 
Healthcare, the pan-Asian group 
with a strong presence in Malaysia 
and India, that would gain entry into 
Vietnam and Indonesia by acquiring 
Columbia Asia. A speculated re-pivot 
to being an Asia-only player makes it 
even more likely but it might not be 
the one driving this deal, especially 
as it only just tied up its acquisition 
of Fortis Healthcare in India.

It’s interesting that Mitsui is the 
second-largest single shareholder in 
IHH Healthcare with 18% (Malaysian 
sovereign wealth fund Khazanah 

owns 41%). Its Deputy General 
Manager in Singapore recently gave 
an interview where he said that 
Columbia Asia and IHH were “equally 
necessary to operate a health care 
business across Asia.” The article 
went on to say that the two groups 
served different sorts of patients 
and, while not having any capital 
ties, referred doctors and patients 
between them, “influenced by their 
mutual ties to Mitsui.”

Mitsui has made no secret of its 
plans to build a broad healthcare 
platform but has so far been content 
with minority stakes. A Japanese 
banking source tells us that is the 
norm for the Japanese and they’d 
be surprised if Mitsui itself was 
considering buying a majority of 
Columbia Asia.

From Columbia Pacific Management’s 
point of view, an exit now would be 
a logical culmination of a decade-
long process. Although Columbia 
Asia entered Malaysia in 1996, it’s 
been in India for a dozen years and 
Indonesia and Vietnam for less than 
a decade. In our interview with its 
international senior housing lead, he 
indicated the group’s exit strategy 
was somewhere in between private 
equity and an operator.

Another potential buyer might be 
Australian Ramsay Health Care. 
Its partner for its JV in Indonesia, 
Malaysia-based conglomerate Sime 
Darby, recently made noises about 
acquiring more hospitals in Asia-
Pacific. But its recent acquisition 
of West European acute care group 
Capio is likely to keep it busy in the 
medium-term.

Private equity shouldn’t be ruled out 
either. American giants like TPG and 
KKR have established themselves as 
the most ambitious emerging market 
healthcare investors in the wake of 
Abraaj’s collapse.

More left-of-field candidates include 
NMC Health, a group for whom this 
would be a bold move and out-of-
step, but which has surprised us 
in the recent past by entering the 
UK while South Africans Netcare, 
Mediclinic and Life Healthcare also 
have the remit and firepower for this 
but are an outside bet.

Unilabs finalises high 
multiple acquisition
Pan-European Switzerland-based 
lab group Unilabs has finalised the 
acquisition of a smaller French 
competitor, Biopath, for what we 
think is the highest multiple the 
consolidating French lab market has 
seen so far. Healthcare Europa names 
the price.

Unilabs reportedly bought the Ile-de-
France-based lab group for around 
€300m, 15x 2018 EBITDA. This is 
significantly higher than the 10x 
EBITDA multiple that Cerba paid 
for Groupe Bio7 in May, which was 
explained by a commentator as a 
“synergistic EBITDA” of €48m. Biopath 
has revenues of €90m compared to 
Groupe Bio7’s €115m. Both are whopping 
prices and reflect the demand for M&A 
growth in the French lab market.

Cerba, Eurofins and Biogroup LCD were 
reportedly also interested in Biopath. 
Cerba paid x3 biology revenue and 
1.2x pathology revenue for Accolab in 
October.

OUR ANALYSIS: The French lab 
market is growing at 2% and is 
heavily consolidated – we estimate 
the country’s five largest lab groups 
have around 50% of the market. 
Clearly, these largest groups are 
clamouring for headspace and 
willing to pay large sums to get 
ahead of their competitors.

IMAGING AND LABS
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This acquisition will strengthen 
Unilabs’ position in the Ile-de-
France and adds an extra 50 labs 
to its portfolio. Many of the smaller 
groups will look to these prices and 
hope they push up their multiples 
in any future deals. Growth by 
M&A looks to be proving expensive 
–  but it’s the main growth engine 
available in a mature market. 
Outsourcing is increasingly less 
commercially viable, and new types 
of tests (genetic and IVF) are largely 
contained to university hospitals, 
limiting the market.

Lifestyle genetic platforms 
under fire
Insurers and big occupational 
healthcare providers are sceptical 
about a new generation of lifestyle 
genetic testing linked to apps which 
are designed to enable individuals 
to achieve higher levels of wellness. 
But they are starting to deploy more 
specific tests that diagnose rare 
diseases. We talk to major operators 
and insurers about how they see the 
genetic test market.

Several companies, including Prenetics, 
are aggressively selling general genetic 
tests linked to wellness apps which 
give the individual a score or goals 
to aim for.  Their main targets are 
insurers, healthcare providers and even 

governments.

But our sources tell HBI that they are 
sceptical of the lifestyle market. “A 
lot of what these groups are saying is 
unproven in terms of wellbeing and 
ability to affect lifestyle,” says one 
doctor working in insurance. “I think 
it’s aspirational at best.”

“The market is wild right now,” says 
Mehiläinen’s laboratory director, 
Kristina Hotakainen. She’s concerned 
that the genetics market is increasingly 
filled with tests which provide no real 
value, and that even worthwhile tests 
may not be being read well enough 
to provide patients with meaningful 
information. The company has spent 
years, she says, identifying “good 
partners” that are well-qualified, have 
proven methodologies and can give 
guidance to doctors about what tests to 
offer.

Blood-testing company Nightingale 
Health and Finnish wellbeing company 
Aava Virta have co-launched a product 
that combines blood-testing and 
an online questionnaire to assess a 
person’s physical health and uncover 
future health risks, they claim. “By 
combining molecular insights related 
to physical health with advanced 
digital health applications that 
measure lifestyle habits, we can better 
understand a person’s overall health 
status and allow them to proactively 
improve their wellbeing,” says 
Nightingale CEO Teemu Suna.

Prenetics, a Hong-Kong based 
biotechnology firm, is also operating in 
this space. It sells nutrition and fitness 
advice B2C through its Circle product 
and has contracts to supply white 
label testing kits to some insurance 
customers of Prudential and HSBC. At 
the moment it is operating mainly in 
the Asian market.

There is also a general concern that 
insurers will use genetic information 
derived from wellness tests to 
assess a person’s lifetime value. One 
international insurer tells HBI that 
genetic data could be used by insurers 

to underwrite individual risk and price 
accordingly.

“Insurers buy our product because 
the personalisation creates customer 
engagement and leads to better health 
outcomes,” says Prenetics business 
development vice-president, Lara 
Varjabedian. “We don’t share personal 
data with the insurer but we supply 
aggregated, anonymised data that the 
insurer can use to their advantage.”

Global healthcare insurer Cigna tells 
HBI that it is not yet collecting or using 
this kind of information. “What we are 
doing at Cigna is really keeping a close 
eye on this area. We’re really starting to 
look at the accredited labs,” says Cigna’s 
medical director Peter Mills.

Getting serious with rare 
diseases 
Meanwhile, major players are signing 
deals to identify rare diseases.

Hotakainen adds: “We’re trying to 
differentiate between good tests and 
bad tests. This is not ‘nice to know’ 
testing, this is about diagnosing rare 
and serious diseases.” In that market, 
volumes are small and tests are 
expensive. Hotakainen estimates the 
costs of individual tests at between 
€300-€1500.

Elsewhere, pan-European occupational 
healthcare provider Medicover has just 
signed a strategic partnership with 
biotechnology company NIPD Genetics 
to run non-invasive prenatal diagnostic 
tests and develop new tests in prenatal, 
postnatal, neonatal, oncology, and other 
fields. The company says that 30% of its 
revenue comes from just 3% of tests.

“This partnership offers us the ability 
to develop further our R&D plan and 
commercialize our products,” NIPD 
Genetics CEO and Founder Philippos 
Patsalis says. “We look forward to 
growing together by leveraging the 
complementarities of both companies 
in providing advanced genetic testing 
services.”

KRISTINA HOTAKAINEN, Laboratory 
Director Mehiläinen
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So will the genetic diagnostics market 
and the preventative wellness market 
continue to diverge? “I think they 
will come together eventually,” says 
Cigna’s Mills. “We are always going to 
see early adopters, we are going to see 
people who are pushing the envelope. 
We’re keeping an eye on it, what are 
the genes, what is the science. We 
will get to the stage where we can 
identify people at higher risk of certain 
diseases and then have a think about 
early lifestyle intervention and perhaps 
even early drug intervention.”

OUR ANALYSIS: There are clearly 
two markets here. When we compare 
genetic diagnostics and genetic 
wellness testing, the former has 
much smaller volumes and a much 
smaller potential market. Many more 
people are likely to buy into wellness 
products than need to be diagnosed 
for a rare disease.

It is the big, established healthcare 
providers who seem to be exercising 
caution at the moment. And 
although the science appears to be 
moving fast, we expect the market 
to grow at a slower pace as operators 
and customers assess the science, 
the ethics, and the use of data.

Werlabs stops B2C blood 
testing in the UK
Werlabs, the largest pureplay, web-
based B2C lab group in Europe has 
pulled out of the UK and its CEO has 
left the company.

The company website says that from 
November 2, it is no longer offering 
blood tests in the UK, but offers no 
explanation for this B2C withdrawal. 
Refunds are being offered to customers 
who paid for a test but who did not take 
it before November 16. The company 
also offers tests in its home market, 
Sweden.

When Healthcare Europa sent an 
email to CEO Will Stoddart to ask for 

comment, we received an automated 
bounceback from his email address 
that said he was no longer working at 
Werlabs. Its Swedish website is still in 
operation.

Henrik Forsberg tells Healthcare 
Europa: “It is correct that Will has 
left the company and therefore I am 
currently the interim CEO. For strategic 
reasons, Werlabs has decided to take 
a necessary pause in the UK with the 
ambition to return to the UK in the not 
too distant future. We are operating 
as usual in Sweden and continue 
to develop our product offering and 
market reach.”

Werlabs had a 2017 revenue of 35MSEK 
(€3.4m) with a negative EBITDA of 
43.2MSEK (€4.2m).

A source speculated that the UK 
B2C market is difficult because the 
population has access to free-at-the-
point-of-care blood testing through the 
NHS and the blood tests that Werlabs 
is offering are not advanced enough 
to warrant the OOP payment. Werlabs’ 
tests cost between £100-£125 (€112-
€140) in the UK and 1,195 SEK (€115) in 
Sweden, with the latter including just 
eight tests and a medical commentary.

The company collected blood samples 
using venepuncture meaning that it 
had to open blood-drawing points or 
establish relationships with primary 
care doctors. Stoddart told Healthcare 
Europa in a 2017 interview that signing 
up doctors was a hurdle, despite the 
fact that GPs stood to make a “healthy 
profit”.

OUR ANALYSIS: “For strategic 
reasons” is a very vague explanation. 
Is it possible that Werlabs couldn’t 
find a local lab partner? TDL, a 
subsidiary of Sonic, has a virtual 
monopoly on the UK for-profit lab 
market and charges a premium. And 
most lab tests in the UK are done in 
public university hospitals.

Medicover is the other large B2C 
player: two-thirds of its diagnostics 

revenue is from employers, insurers 
or cash and the majority of the 
remaining third is from Germany’s 
statutory insurers. Its main markets 
here are Poland, Romania and 
Ukraine.

In July 2017 Stoddart compared 
Werlabs to music-streaming 
service Spotify in an interview 
with Healthcare Europa explaining: 
“The reason is Spotify came into 
the market when Napster was still 
around. Napster was a free music 
service and Spotify you had to pay 
for, and everyone thought why 
would anyone do that. The reason 
is if you give someone a much 
better user experience and you 
make things simple to do, they will 
pay.” Perhaps Stoddart would want 
to review that assessment in the 
wake of recent events. We suspect 
there are a number of reasons for 
this move, not least the high cost of 
patient acquisition in a B2C market, 
convincing doctors of its merit, and 
expensive lab operations.

Medicover, in its 2017 report, said 
that 3% of tests, the most advanced, 
accounted for 30% of diagnostic 
revenue. To set itself apart in the 
B2C market, Werlabs would have had 
to offer a more advanced package 
than customers can easily access 
through the public payor. It would 
have had to offer these advanced 
tests that bring in huge revenues 
for Medicover. These are rare and 
expensive, which severely narrows 
the B2C market.

We think that this could discourage 
other groups considering further 
forays into the B2C lab market in 
the UK, and that the market will 
only really expand where customers 
cannot access free tests through 
their NHS. Medicover has, however, 
already proven that it is possible in 
CEE markets.
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South Africa: Competition 
consultation could open up 
lab market
A public consultation on competition 
in South Africa could lead to a 
relaxation on external investment in 
the laboratory market, Healthcare Nova 
hears.

Lab groups in South Africa are 
currently organised as partnerships 
where pathologists can form corporate 
groups that perform as a single 
economic entity. 

This arrangement, enforced by 
pathologists’ professional bodies, 
means that external investors cannot 
take shares and private operators 
like hospitals cannot build their own 
laboratories and radiology units.

The South African Competition 
Commission is in the process of 
reviewing competition across 
all sectors and is due to publish 
recommendations in the new year. Its 
initial consultation, which was put 
out for public comment in July and 
on which it is receiving submissions, 
says that rising expenditure and the 
failure of the large lab companies to 
bid for tenders points “to a [lab] market 
where competition is not functioning 
optimally”.

It stopped short of saying that the 
market’s largest players – Lancet, 
Ampath, and Pathcare – unfairly 
dominated the market. But one analyst 
tells us that these groups have a large 
market share and a restructuring of 
their organisation would allow other 
players to enter the market.

“It’s contentious and because these 
partnerships have got quite big,” our 
source says. “The hospitals like Netcare 
and Life Healthcare are very keen to 
own their own laboratories and radio 
units. This discussion is good. If it 
leads to anything, maybe a relaxation 
of professional arrangements or 
‘corporatisation’, that would be good for 
competition.”

OUR ANALYSIS: This opening 
up of the market would allow 
external investors to take a stake in 
these large pathology businesses 
for the first time. Of course, the 
professional bodies that control 
these organisations are the current 
stakeholders and they are unlikely 
to support this change. The external 
investment would probably mean 
them becoming employees of, rather 
than partners in a business.

We’re also not sure how much power 
the Competition Commission has 
to enforce such organisational 
changes. The recommendations 
published in the new year are not 
legally binding so other private 
operators have said they are not 
particularly worried about business. 
But the hospitals, the insurers and 
now the authorities are talking about 
how something in the market needs 
to change.

The key to B2C lab testing 
in Europe
A big lab group appears to have cracked 
the key to making money from B2C 
tests and is already selling hundreds 
of thousands such tests a year online. 
That would be quite an achievement. 
We name names.

Medicover in its latest third-quarter 
results gives details of its pre-
registration service which “allows 
patients to pre-register, order, and pay 
in advance for the tests their medical 
practitioner has prescribed plus any 
additional tests they have decided to 
select from relevant offerings available 
on the site. On arrival at the blood 
drawing point, pre-registered patients 
present a barcode to be scanned, 
bypass the on-site registration process, 
and are fast-tracked through the 
process. Through the introduction of 
this digital service, Diagnostic Services 
has managed to reduce the average 
waiting time for pre-registered patients 
during peak hours by a factor three. 

In the first three quarters of 2018, over 
300,000 online orders were serviced 
in Ukraine. For the full year 2018, the 
number of patients pre-registering 
online is expected to surpass 400,000, 
nearly doubling year-on-year. Having 
achieved this positive result in the 
Ukrainian pilot project, Diagnostic 
Services is planning to begin the rollout 
of this digital solution into further 
geographies in 2019.”

OUR ANALYSIS: Of course, Ukraine 
is different. It is a cash market in 
which consumers expect to pay out-
of-pocket for tests. In this, it mirrors 
India and other emerging markets. 
Nonetheless, these are impressive 
numbers. Medicover sources are 
confident that similar schemes can 
work elsewhere in Europe.  They see 
a major appetite for B2C tests which 
they think can be unlocked by good 
marketing.

Labs make good money on people 
dropping into a city centre for STD 
tests. But attempts so far to make 
money on the broader B2C front 
have been less successful. It is worth 
noting that Werlabs, which is the 
most serious attempt to sell B2C 
tests online in the UK and Nordic 
region lost 43.6m SEK on sales of 
35.5m SEK in 2017 (sales doubled and 
losses tripled on 2016). Of course, 
Werlabs is an internet start-up 
which you would expect to have a 
burn rate and has recently entered 
the UK market but these remain 
dispiriting figures.

Daniel Hefel, VP at Medicover will 
be talking on this subject at HBI 
2019 (see page 9 of the agenda in the 
diagnostics stream).
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Providers must reward patients for 
releasing their data

AUTHOR: Rachel Lewis

Patients are notoriously protective 
over their health data, particularly 
where large tech firms are involved. 
That’s because, up to now, few have 
encouraged them to release this data 

with financial rewards. Data, we hear, is the black oil of 
the healthcare industry and cryptocurrency could be the 
carrot that patients need.

“There is no incentive for patients to contribute to the 
health records,” said Hari Ponniah, CEO of AHA Health 
at GIANT Health Event in London this week. AHA helps 
patients own and share their own data on their own 
terms and uses blockchain to reward the patient with 
AHA tokens (a form of cryptocurrency) when the data is 
released. 

Ponniah envisages that the patient can then use the 
tokens to pay for healthcare services like telemedicine 
appointments.

It does seem right that patients should be able to control 
their own data – it is the best way that providers, 
insurers and investors can build trust around data. They 
also need to be convinced that their data can contribute 
to the better delivery of healthcare and will not just bump 
up insurance premiums.

This is where blockchain comes in handy, by helping 
to adequately reward value-based care. DigiPharma has 
created a blockchain that enables healthcare providers to 
pay by performance for pharmaceuticals. The blockchain 
can release the cryptocurrency from the payor to the 
provider much quicker and can assess the data to reward 
the provider on evidence-based outcomes.

This process should be expanded beyond pharma and 
used to assess the delivery of healthcare.

If patients know that the provider of their treatment 
is being rewarded on its outcome, they are much more 
likely to release that data than if it was on a fee-for-
service model. The blockchain would see the patient, the 
provider and the payor rewarded.

BLOG

Is Google’s new healthcare guru 
searching for EHRs? 
 
AUTHOR: Rachel Lewis
Google has a new man to lead its healthcare ventures, 
with experience in integrated care systems, electronic 
health records and genetics. 

At the same time, the US-tech giant has finally moved 
Deepmind, its UK-based healthcare data algorithm 
mining company over to its US HQ. Coincidence? We 
think not.

Could some kind of international electronic health 
record be in the pipeline? Let’s look at the evidence. Less 
than ten days ago, a US-based magazine published an 
interview with David Feinberg, the CEO of American 
integrated healthcare system Geisinger in which he said 
he’d turned down a job to lead the Amazon-Berkshire-
J.P. Morgan joint healthcare venture to stay at the 
“Pennsylvania-based integrated health system he’s been 
leading since 2015”.

Just days later, and it’s announced he’s been hired from a 
month’s long recruitment process at Google. Awkward.

According to American media outlet CNBC: “Feinberg’s 
job will be figuring out how to organise Google’s 
fragmented health initiatives, which overlap among 
many different businesses.” Most of these initiatives are 
still contained within the US, except one. DeepMind’s 
algorithms are trained to read consented patient records 
in the UK’s NHS to diagnose disease. This is a fork in the 
road for Google. It could push forward with healthcare 
data in the UK and beyond, or it could give up.

The obvious problem is privacy. Commentators across 
the UK are angry that Google might get hold of patient 
data. Up until this point Deepmind has maintained 
operational independence from its parent company.

But Feinberg has led one integrated healthcare system 
with electronic patient records for years. He’s likely 
to see the benefits for patients and the savings for 
healthcare systems. 

We think he could be making this big push.
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BLOG

Private sector can set example to the 
public

AUTHOR: Cameron Murray

The private sector likes to brag 
about introducing superior quality to 
emerging market health systems so it’s 
refreshing to have this confirmed to us 
by those without a financial interest. 

Especially from a country where some think private 
outsourcers have been paid too much.

A source that has worked in both the Ministry of Health 
(MOH) and private sector dialysis clinics in Saudi Arabia 
tells us that the difference in quality outcomes between 
the two sectors was stark.

KT/V is a common quality measure for dialysis which 

measures urea clearance (K) multiplied by time (T) over a 
volume roughly equivalent to a patient’s total body water 
(V). The National Kidney Foundation in the United States 
recommends a reading of at least 1.3.

Our source says patients in MOH clinics struggled to 
achieve a KT/V of around 1, but in private sector clinics, 
they observed KT/Vs of around 1.5.

Some say that the contracts represented “excess value” 
for the private sector operators, but if they achieve 50% 
better results maybe the extra money was justified.

Many operators like to beat up on public systems without 
necessarily giving statistics, so it’s refreshing to see 
a case where the private sector can set the standard 
for both the public sector facilities as well as patient 
expectations of what good outcomes really are.

Will integrated care be a happy by-
product of telehealth? 

 
AUTHOR: Rachel Lewis
Integrated care remains an enigma 
across most of Europe despite the best 
(expensive) efforts of some – the UK’s 
NHS infamously abandoned IT system 
cost £10bn alone (€11.5bn) in 2013. With 

the increasing adoption of telehealth, could this be about 
to change?

Digital consultations facilitate easier meetings between 
patients and doctors – we all know that. But they can 
go beyond that initial purpose and automatically gather 
the data which is essential for building integrated care 
systems and electronic medical records. Increasingly 
powerful AI-powered chatbots can also collect and store 
patient medical histories that multiple providers can 
access.

Take what Sweden-based Doctrin is looking to do in the 
UK market, as Healthcare Europa exclusively reveals in 
this week’s edition. CEO Magnus Liungman tells us that 
it is in talks with a couple of integrated care systems 
– regions in the UK where the NHS, local government 
departments and other local stakeholders take collective 
responsibility for managing resources – to digitalise 
the whole patient journey from primary to secondary to 
psychiatry to community care. It is patients with needs 
in these multiple areas who are most likely to benefit 

from having an electronic health record.

Does this help create integrated care systems? There 
are hurdles. Groups like Doctrin or rival KRY will have 
to be able to implement their digital platforms across 
multiple care agencies or be willing to share the data 
with other care stakeholders. It is interesting to note 
that, to this end, video consultations could ultimately 
prove less successful in gathering data than well-written 
chatbots. And recent changes to the way data must be 
handled or would need to be anonymised created its own 
challenges.

But this is an opportunity. The automatic digitalisation 
of patient-doctor communications is just the first 
step toward creating electronic patient records. One 
consultant tells us that data from wearables will also 
be invaluable, and an investor has said that he hopes 
genome sequences will one day be included in AI-
powered symptom checkers. All of these can be added to 
a patient’s electronic record.

OUR ANALYSIS: We think that while integrated care 
may start off as an unintentional opportunity for 
many telehealth providers , as the market increasingly 
grows beyond primary care and the data stacks up it 
will become a key focus. KRY and Babylon are already 
offering psychiatric consultations and telehealth 
companies like Medicheck exist for patients with 
chronic conditions to see specialist doctors remotely. 
This is just the tip of the iceberg.
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AUTHOR: AnaÏs Charles

Donald Trump isn’t the only president 
on the other side of the Atlantic to turn 
a nation’s political landscape on its 
head. Brazil’s new populist president, 
Jair Bolsonaro, shocked pundits the 

world over by bagging the presidency – and showed the 
world he can be as vitriolic as his US counterpart, too.

But the business world likes him. Brazil’s stock market 
Bovespa rose 3.7% on seeing Bolsonaro’s lead in the polls, 
its largest one-day surge since 2016. Private healthcare 
executives are just as enthusiastic 
about a Bolsonaro-led government, 
as the president has aligned 
himself with a pro-market finance 
minister who wouldn’t touch the 
private sector even if it screamed 
for regulation. This is all good news 
for private healthcare:

“I think if the government were to 
interfere with the private sector, we 
would be in trouble,” says Wilson Olivieri, former CFO at 
Brazilian insurer Qualicorp. 

“It is already moving towards the direction of a DRG 
payment system, which is what America has. It 
remunerates providers based on Diagnostic Related 
Groups (DRGs), instead of fee-for-service.

“DRGs incentivise efficiency by setting treatment prices 
based on diagnoses. If a doctor is paid R$100 for diabetes 
treatment, for instance, but the patient in question only 
costs them R$50, they will have made R$50. Conversely, if 
the patients ends up costing them R$200, they will have 
made a loss. Such a system would also make medical 
plans more accessible by reducing their cost.”

It seems both Brazil’s politics and private healthcare 
system are moving towards US-style models of their own 
accord. Whether the former is good news remains to be 
seen, and Bolsonaro has yet to appoint a health minister, 
so we lack a clear idea of where private healthcare will 
go.

It is interesting that Bolsonaro’s plans for healthcare 
remain obscure, as the average Brazilian places great 
importance on securing a good medical plan. But judging 
by the incumbent’s speeches, he looks set to let the 
private sector follow its own course, so his government’s 
attitude to healthcare should be no different.

Marcelo Fonseca, board member at Brazilian post-acute 
specialist Dal Ben, told Healthcare Nova what opening 
up the market and letting it get down to business 
can achieve: “25% of Brazil’s population use private 
healthcare. And with the economy in a better state, there 
would be more investment, therefore more jobs, and 
those who don’t have health insurance would be more 
able to spend out-of-pocket.”

“For businesses like Dal Ben, higher availability of capital 
and larger investments would enable us to expand and 
build new clinics.”

If you listen to his critics, they will 
say Bolsonaro is at best brusque – 
but even those critics would have to 
concede his success should mean a 
boost for the private market.

BLOG

MARCELO FONSECA, Board member Dal Ben

“It seems both Brazil’s 
politics and private 
healthcare system are 
moving towards US-style 
models of their own 
accord.”

Why Brazil is following in America’s footsteps
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HBI: Your background is in MENA 
investment – how did you come to be 
CEO of Bourn Hall International?

Hoda Abou-Jamra: I have a background 
in pharma and life science and a 
background in investing and growing 
businesses. TVM Capital Healthcare is 
an active investor, we accelerate our 
companies by providing operational 
expertise where necessary.

HBI: How do fertility markets in places 
like UAE and India compare to more 
established European markets?

H-AJ: Both regions have a growing 
demand for assisted reproduction 
services.

Regulation in the UAE is very 
advanced, so are the required standards 
and control mechanisms. In India the 
market is very fragmented, regulation 
is in place but the control mechanisms 
are weak. Less established clinics are 
more likely to not adhere to Western 
standards – you could set up a lab in 
a kitchen even. This is a problem for 
patients.

HBI: How capital 
intensive is it 
to set up an IVF 
clinic?

H-AJ: To do it 
right, more than 

you would think. If you want to do 
things properly you need a clean room 
lab and a really good lab – and that’s 
very expensive. You break the walls, 
look at air circulation. This is where 
the magic happens. Spending money 
improves processes and improves 
them.

HBI: And what is a good success rate, 
presumably that should refer to live 

births?

H-AJ: This is a 
critical issue. 
The reporting of 
success rates is 
not regulated in 

Hoda Abou-Jamra, group CEO, Bourn Hall International 
We speak to Hoda Abou-Jamra, the driving force behind the establishment 
of investors TVM in MENA and current group CEO of Bourn Hall International, 
a chain of fertility clinics currently in UAE and Delhi. It has an affiliate in 
Cambridge, UK.

INTERVIEW

HODA ABOU-JAMRA, Bourne Hall International

“Patients pay cash - $7,000 
to $10,000 for every cycle 
- with three cycles usually 
being necessary.”
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the UAE as it is Europe or the USA. Here 
chemical pregnancies are sometimes 
reported (by some groups) as a success. 
And to look better statistically, some 
clinics do not take any difficult cases. 
In Europe the success rate is at around 
38%, in the US it’s 45%, in the UAE our 
rates range between 45-50%. We very 
much focus on explaining our patients 
what they can expect.

HBI: So some companies report 
differently to look better to prospective 
patients? Can anything be done?

H-AJ: We are working with the 
regulatory bodies to improve regulation, 
and with our new partner Mediclinic 
we hope to bring more voice to the 
table.

HBI: Is it a predominantly private 
market in UAE?

H-AJ: In government run clinics you 
might have to wait for months to get 
an appointment, and I estimate they 
handle 10-20% of all patients.

In Dubai, Abu Dhabi, and El Ain the 
government is very generous at funding 
healthcare with the Emirati people. 
Healthcare expenses are covered, 
including fertility services; people are 
encouraged to have more kids and the 
government reimburses three cycles 
every year with no age limit, where 
necessary.

In Dubai, 80 percent of our patients are 
ex pats and 20% are local. We get a lot 
of cash payments. There’s there’s only 
one public clinic and five or six private. 
In Abu Dhabi there’s only one public 
hospital doing fertility treatment and 
five private clinics.

Our patients come to us as a mix of 
referrals from oby/gyny or GPs, and 
mainly as it’s a consumer business, 
from direct consumer marketing like 
the internet. Public hospitals pass 
difficult or urgent cases on to us.

Patients pay cash – $7,000 to $10,000 
for every cycle, with three cycles 
usually being necessary.

HBI: The market is growing?

H-AJ: I’d estimate it’s growing at 
2-3% p.a. Many people from the GCC 
are coming to the UAE for fertility 
treatment, there’s a lot of medical 
tourism – perhaps 10% of our market – 
but there is still potential to grow that 
segment especially from GCC, Africa 
and India.

As for market drivers, diabetes and 
obesity are issues. One in five couples 
here have a fertility problem. 50% of the 
problems are related to male fertility 
and we also see quite a lot of genetic 
screening.

HBI: How is recruitment and retention?

H-AJ: You need well trained, 
qualified staff able to work with new 
technologies and ethically. There’s 
a shortage of staff globally, and 
UAE is no exception but we follow 
the UK Bourn Hall SOP (standard 
operating procedure) which are 
international standard, and we recruit 
internationally.

HBI: Is new technology important 
in this sector? Clinics often sell 
themselves to patients on the basis of 
having the latest technology in this 
field.

H-AJ: Clinics compete to have the latest 
technology. Patients are desperate, 
they want a child!  However we feel 
every new approach has to be tested 
and evaluated, which is why we rather 
market our experience than the lastest 
(untested) IVF technology trend.

HBI: Am I right that you favour clinics 
over fertility treatment in hospitals?

H-AJ: In the US and UK most of the IVF 
brands are standalone and not related 
to hospital clinics. The idea of going 
to the hospital for fertility is odd – 
you’re not sick. The second thing is the 
process, the way you acquire patients is 
different in hospitals. Hospitals market 
fertility like it’s another department 
like oncology. It doesn’t work that way. 
Patient care and experience during the 
IVF journey is very different.

HBI: Which is presumably why NMC 
kept Dubai fertility centre Fakih 
separate from its own brand when it 
made that acquisition. And speaking of 
growth, how is M&A in UAE?

H-AJ: We’re picky. We acquire high 
standard labs only; if you have to build 
the organization from zero we don’t 
want it. We don’t believe in doctor-
specific clinics.

For a small clinic, you would have to 
pay 7-8x EBITDA in average, it is easily 
14-15 for a larger chain in Asia.

HBI: Is there anything unique about the 
UAE market?

H-AJ: The regulation is very much 
reflecting the (small population) 
situation in the UAE, genetic 
screening is an important service, so 
is the legality of family balancing (sex 
selection). However, if you are older 
than a certain age (and need an egg 
donation) you have to go abroad.

HBI: Finally, what next for Bourn Hall 
International?

H-AJ: Fast growth in UAE with the help 
of Mediclinic.

BOURN HALL, Cambridge UK
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HBI: What is the status-quo in Brazil 
regarding healthcare?

Wilson Olivieri:  If the government isn’t 
prepared to share a bigger portion of 
its budget with public healthcare, the 
Brazilian population will continue to have 
the same dilemma it has had for the last 
five decades. This means inadequate 
public services driving people to require 
access to the private sector. Unfortunately, 
the private sector is really expensive at 
this stage due to the costs of maintaining 
medical plans. We are still on the old fee-
for-service model and the price of medical 
plans is reaching a limit. All of this poses a 
number of problems.

Let’s start with the pricing issue. The 
Brazilian healthcare regulator Agência 
Nacional de Saúde (ANS) only regulates 
the pricing of medical plans, so doctors, 
hospitals and pharmaceutical companies 
are all free to charge as much as they 
want. This is driving people to downgrade 
their medical plans so that they no longer 
have access to the more expensive 
hospitals. This means that the big 
hospitals offering high standards of care 
have become dependent on wealthier 
parts of the population to sustain their 
activity. The good hospitals used to have 
90-100% occupancy rates and could 
charge as much as they wanted from the 
payor, but the tide has changed. Two or 
three years ago we had 51m people that 
had access to the private sector, but that 
number has come down to 47m.

Hospitals are now looking for medical 
plans that move towards the American 
style of payment, which is to remunerate 
activity based on Diagnostic Related 
Groups (DRGs), instead of fee-for-service. 
DRGs incentivise efficiency by setting 

treatment prices based on diagnoses. 
If a doctor is paid R$100 for diabetes 
treatment, for instance, but the patient 
in question only costs them R$50, they 
will have made R$50. Conversely, if the 
patients ends up costing them R$200, they 
will have made a loss. So providers would 
need to become more efficient, but such 
a system would also make medical plans 
more accessible.

Secondly, providers have huge openings 
for fraud to take place. In our medical 
system, I can go to a doctor for a headache, 
show them my medical plan card, they 
give me an aspirin and send me home. But 
they can also charge my medical plan for 
a surgical procedure and I’ll never know. 
Brazil has the fifth largest proportion of 
credit card fraud in the world, and there is 
no reason to believe we would not defraud 
our medical system too.

HBI: So what could the incoming health 
minister do to address these issues?

WO:  The ANS attempted to implement a 
copayment model three or four months 
ago. This would have committed users 
to the system by making them aware 
how much of their insurance money was 
being spent. By doing so it would crack 
down on fraud, as patients could tell if 
they were being charged for unnecessary 
treatment. Unfortunately, this attempt by 
the ANS sparked popular outrage as the 
media reported it as an additional cost 
to the user. The government could have 
a role in changing public opinion and 
assisting with the implementation of a 
co-payment model which, in my opinion, 
would be a great achievement for Brazil’s 
healthcare system.

Secondly, the government could affect 

prices by creating transparent lists of 
the most cost-effective and high-quality 
operators. Patients would then be able 
to rank good providers and bad ones. So 
that would make it public, without the 
need for government to control prices. 
It would make the whole process a little 
bit fairer if the government regulated the 
rest of the chain, like doctors, hospitals, 
pharmaceuticals, and clinics, which are 
currently not regulated at all.

Controlling prices outright is not the 
solution. The government currently 
controls price adjustment for individual 
plans and medical inflation is as high as 
20% a year. So if the cost of your product 
increases by 20% but prices are capped 
at 10%, it becomes a problem. This has 
done away with individual medical plans 
at the biggest insurance providers such 
as Bradesco, Sulamerica and others who 
haven’t sold individual plans for over ten 
years now. A few small insurers such 
as Prevent Senior, Hapvida and Unimed 
still sell them, but there are simply not 
as many products as we’d like to see on 
the market. Brazilians can have recourse 
to corporate plans from their employer, 
medical plans for small and medium-
sized enterprises or affinity plans given 
through affiliation to various professional 
organisations. But if none of these 
options are available, people have to use 
a public health system which is still 
inadequate and inefficient.

Most importantly, I think the private 
sector needs to resolve these issues itself 
without the government interfering. I 
think if the government tries to resolve 
these issues itself, it could be a problem. 
The private sector is already going 
towards the direction of DRG itself, it’s 
just happening very slowly.

Wilson Olivieri, former CFO, Qualicorp, on Bolsonaro’s 
Brazilian victory 
Brazil’s fate has been sealed for the next four years, though president-elect 
Bolsonaro has yet to appoint a health minister. In anticipation of who might fill the 
role, we ask Wilson Olivieri, former CFO of Brazilian insurer Qualicorp, what the 
government could do for private healthcare.

INTERVIEW
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Ravi Gidar, CEO of Gold Care Homes, on UK elderly care
Elderly care providers in the UK have a tough market to navigate. While the 
sector awaits a government Green Paper consultation document this autumn, 
we interview the owner of mid-market player Gold Care Homes, Ravi Gidar, 
on what his plans are going forward.

INTERVIEW

HBI: What is your business model?

Ravi Gidar: We provide residential 
care – from basic care all the way up 
to full nursing, dementia and palliative 
care. We currently operate 21 care 
homes in our group. Our smallest 
home has 36 beds and our largest has 
125. We’ve got seven to eight homes in 
London, and we are in Hertfordshire, 
Peterborough and Oxfordshire. We also 
have three homes in Birmingham, from 
our takeover of Viridian Housing Care 
Homes in 2012. We are a mid-market 
company with about 35% private pay.

Our average private bed is £850 (€975) 
and about £1,100 (€1,260) for a nursing 
bed per week. Then we have one-to-
one care where we could be fetching 
£3,000 (€3,400) a week. For publicly 
funded places, our average residential 
fee is about £600 and about £750 for 
a nursing home spot. We’ve got 1,250 
beds and currently stand at about 
1,070 residents, so we’re at about 85% 
occupancy.

HBI: How are you navigating a 
market squeezed for cash?

RG: As you know it’s a tough market. 
The main reason why is that social 
service fees haven’t gone up in the last 
five years due to government austerity, 
so we rely more and more on self-
funder clients. 

The government green paper coming 
out in autumn will actually clarify 
which way care is going. They’ve 
promised a reform in care for years and 
years but it’s never happened.

We’d like our eventual private/public 
payor mix to be 50/50, but it’s a very 
difficult one because you don’t want to 
keep a bed empty. 

You have to strike a balance. But 
everybody in this space is trying to 
achieve the same thing.

HBI: So how does one increase private 
pay?

RG: First what we’ve done is we’ve 
rebranded. 
Second, We’ve 
taken our 
buildings to 
the next level, 
refurbished 
them, and then 
focused on our 
care and made 
our homes good 
or outstanding 

according to the UK care regulator 
CQC. Third, we opened a marketing 
department which we never had before, 
which markets our homes to doctors, 
golf courses and solicitors – where the 
private clients are generated from. 

The process of 
increasing our 
private payors 
could take us 2-5 
years.

RAVI GIDAR, Gold Care Homes

“It’s a tough market... 
social services fees haven’t 
gone up in the last five 
years due to government 
austerity, so we rely more 
and more on self-funder 
clients.”


