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Sector spotlight: Home health and hospice
Although overall healthcare merger and acquisition (M&A) activity slowed in the second quarter of 2017 (Q2-2017), activity 
in the home health and hospice sector increased despite experiencing headwinds. In Q2-2017, the number of closed home 
health and hospice M&A transactions increased by 29 percent from the first quarter of 2017 (Q1-2017) to a total of nine 
transactions. Q2-2017’s total also represented a 50 percent year-over-year increase from the second quarter of 2016 (Q2-
2016), when there were six closed transactions.

The sector is poised for continued M&A activity as companies look to expand their operations into varying geographic 
locations, diversify customer/patient base and achieve operational efficiencies through economies of scale and increased 
market share. The primary sector driver is an aging demographic.

1. Aging demographic: The number of American senior citizens is growing, driving demand for the home health and 
hospice sector. Over the next 20 years, as the baby boomer generation (born 1946 through 1964) reaches 65, the senior 
population is projected to grow to nearly 80 million – almost double the estimated number in 2012 and representing 
approximately 20 percent of the total U.S. population.1

2. Cost: In addition to a senior’s preference to remain in their home for as long as possible, cost is another sector driver.  
Compared to alternatives such as retirement communities and nursing homes, in-home senior care provides care and 
supervision at lower cost.

However, in the current landscape, headwinds related to political uncertainty and ongoing labor shortage continue to 
impact the sector:

1. Political uncertainty: The majority of revenue for the industry comes from Medicare, Medicaid and private insurance. 
The policies of Medicare, which represent the largest single source of revenue in home healthcare services, have histor-
ically been closely linked to the industry’s growth. Due to uncertainty surrounding Medicare and Medicaid reimburse-
ment and the replacement of the Affordable Care Act, potential buyers may be showing increased caution.

2. Labor shortage: Finding and retaining qualified registered nurses and home health aides is a potential challenge. As 
the number of home healthcare businesses increase, the demand for qualified employees is high. Additionally, regis-
tered nurses are retiring faster than newly trained nurses can replace them.

Driven by an aging demographic with a desire to stay at home, the sector continues to garner significant interest from both 
strategic and private equity firms seeking to consolidate the fragmented market.

1 Joint Center for Housing Studies of Harvard University, December 2016 and United States Census Bureau
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Table 1: Q2-2017 closed home health and hospice transactions

Source: S&P Capital IQ; IBISWorld; Baker Tilly Capital insights (June 2017)
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Major U.S. indexes
Q2-2017 showed positive performance for the broader U.S. equity market, as the S&P, DJIA and NASDAQ closed up 2.6 
percent, 3.3 percent and 3.9 percent, respectively, for the quarter. For the 12 months ending June 30, the S&P, DJIA and 
NASDAQ closed up 15.5 percent, 19.1 percent and 26.8 percent, respectively.

Healthcare relative performance
As of June 30, 2017, two of the five healthcare sectors shown below exhibited declines on a trailing 12-month basis. Of the 
five healthcare sectors shown, the home health and hospice sector achieved the best performance. This sector exhibited 
stock gains of 49.2 percent, while the S&P 500 index realized a 15.5 percent return for the observed period.

Table 2: Healthcare relative market performance

Table 3: Indexed market performance by sector

Source: S&P Capital IQ and Baker Tilly Capital research (June 2017) 
LTM as of June 30, 2017 
EV = Enterprise value
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Table 4: Healthcare guideline companies

Source: S&P Capital IQ and Baker Tilly Capital research (June 2017)
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Table 5: Historical median trading multiples

Source: S&P Capital IQ and Baker Tilly Capital research (June 2017)
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M&A activity
There were 277 reported M&A transactions that closed during Q2-2017, down from 310 transactions during Q1-2017. 
Reported closed transactions in Q2-2017 decreased 29.3 percent compared to 392 closed deals for the same period  
in 2016. 

The aggregate deal value of the closed M&A transactions with reported values was $14.9 billion during Q2-2017. This is a 
decrease from the total reported deal value of $67.2 billion in Q1-2017. We note that quarters with peak values were driven 
by large individual transactions that closed during each respective period, such as the first quarter of 2015 (Q1-2015). 
Additionally, Q1-2017 included the $30.0 billion acquisition of St. Jude Medical by Abbott Laboratories while Q2-2017 did not 
have any closed transactions with reported values above $2.5 billion.

Table 6: Quarterly U.S. healthcare M&A activity for transactions closed  
Aggregate transaction value and number of deals

As detailed in Table 7 and Table 8, the closed Q2-2017 transactions with reported deal multiples1 had lower median revenue 
and lower median EBITDA multiples than the historic median multiples.

Table 7: Quarterly M&A  
TEV/revenue multiples

Table 8: Quarterly M&A  
TEV / EBITDA multiples

Source: S&P Capital IQ and Baker Tilly Capital research (June 2017)

1 13 revenue multiples and five EBITDA multiples reported 
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U.S. middle-market healthcare M&A activity
There were 52 reported middle-market2 transactions that closed during Q2-2017, up from 50 transactions during Q1-2017. 
Reported closed transactions in Q2-2017 decreased 24.6 percent compared to 69 deals for the same period in 2016. 

The aggregate deal value of the closed middle-market M&A transactions with reported values was $7.9 billion during Q1-
2017. This is a decrease from the middle-market deal value of $8.3 billion in Q1-2017.

Table 9: Middle-market healthcare M&A activity for transactions closed 
Aggregate transaction value and number of deals

As detailed in Table 10 and Table 11, the closed Q2-2017 middle-market transactions with reported deal multiples3 had 
higher median revenue and higher median EBITDA multiples than the historic median multiples.

Table 10: Middle-market quarterly  
M&A TEV/revenue multiples

Table 11: Middle-market quarterly  
M&A TEV/EBITDA multiples

Source: S&P Capital IQ and Baker Tilly Capital research (June 2017)

2 Middle-market is defined as transaction values between $10 million and $1 billion

3 Nine revenue multiples and three EBITDA multiples reported
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Source: S&P Capital IQ and Baker Tilly Capital research (June 2017)
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Source: S&P Capital IQ and Baker Tilly Capital research (June 2017)
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