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Life sciences industry overview and indicators
Baker Tilly Capital, LLC’s life sciences M&A newsletter provides an overview of the U.S. medical devices and products, 
pharmaceutical (pharma) and pharma outsourced services sectors, including recent performance and M&A trends.

M&A activity in the medical device space has been significant in recent years and continues to be meaningful in 2017. 
Despite continued pricing pressure and looming uncertainty in the market around tax reform, companies are actively 
seeking strategic acquisitions. Hospitals and healthcare facilities have been consolidating at a considerable rate over 
the past several years, essentially reducing the amount of buyers for medical devices. As the buyer market continues to 
contract it will become increasingly more difficult for newer, smaller companies entering the industry to gain traction, which 
will likely lead to more deal activity.

In the pharmaceuticals sector, favorable market fundamentals and healthy valuations have contributed to M&A activity 
in 2017. Companies continue to look to acquire new drugs, technology and intellectual property to expand and stabilize 
their pipelines. New companies, drugs and products frequently entering the pharma market makes for a highly competitive 
industry landscape. Furthermore, the chance of any given new drug, process or technology achieving widespread success 
and profitability remains very low. Therefore, the majority of companies with excess cash and healthy balance sheets are 
looking for acquisitions to expand product offerings and improve long-term growth prospects. 

The outsourcing of research and development (R&D) and manufacturing processes in the pharmaceutical industry has 
become increasingly prevalent over the past two decades. In particular, contract research organizations conduct clinical 
trials and research, manage data results and develop and formulate new products to help their clients reach regulation 
standards. These organizations help pharmaceutical companies boost efficiency by allowing them to channel their 
resources toward core operations, such as drug innovation. The industry experienced a period of aggressive growth over 
the past five years, benefiting from an aging U.S. population and an expansion in private health-related R&D expenditures. 
IBISWorld forecasts that industry revenue will increase at an annualized rate of 5.4 percent to $22.2 billion over the next five 
years to 2021. 

Select public company metrics
Baker Tilly Capital reviewed publicly traded companies in the medical devices and products, pharma and pharma 
outsourced services sectors. The identified comparable public companies are trading in an EV/EBITDA range from 14.1x to 
21.2x for medical devices and products companies, an EV/EBITDA range from 5.9x to 20.2x for pharmaceuticals companies 
and an EV/EBITDA range from 12.1x to 21.4x for pharma outsourced services companies.

Source: Baker Tilly Insights, MarketWatch, IBISWorld, Capital IQ
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Select comparable public company analysis1

Source: Capital IQ (June 30, 2017) 
1Adjusted mean removes any outliers that skew the data
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Average historical trading multiples

Select 2017 transactions
The selected transactions with numerical data below are companies in the medical devices and products sector and the 
pharma sector during 2017. The market has seen constant acquisition activity, but publicly available valuation details are 
limited. Abbott Laboratories’ acquisition of St. Jude Medical emphasizes a continued trend in the industry where large  
conglomerates are accelerating growth and global presence by acquiring smaller companies that offer innovative,  
cutting-edge products. In the pharma sector, Thermo Fisher acquired Patheon N.V., a leading provider of drug  
development and delivery solutions. Thermo Fisher expects the acquisition to be significantly accretive as it attempts  
to establish its presence in the high-growth complex development and manufacturing services (CDMO) market.
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Recent comparable transactions: Medical devices and products

Recent comparable transactions: Pharma and contract research organizations

Source: Capital IQ, public news sources and Baker Tilly Capital, LLC
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Other select medical device transactions

Other select pharmaceutical transactions

Sources: Capital IQ, public news sources and Baker Tilly Capital, LLC research 
2Excludes transactions without transactional value 
3Excludes transactions without transactional value and transactions under $5MM
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All information and analysis in this report is provided by Baker Tilly Capital, LLC, 
which provides investment banking services before, during, and after a sell-side 
or buy-side transaction. Baker Tilly Capital, member FINRA and SIPC, is a wholly-
owned subsidiary of Baker Tilly Virchow Krause, LLP. Rubin Brown and Baker Tilly 
Virchow Krause are independent members of Baker Tilly International, the world’s 
ninth largest network of accountancy and business advisory firms.  

This information should not be construed as a recommendation, an offer of services, or an offer to sell, or solicitation of an offer to buy a particular security or investment strategy. The 
reader should not rely on this information other than as authorized by a written agreement with Baker Tilly Capital, LLC. The commentaries provided are opinions of Baker Tilly Capital, 
LLC and are for informational purposes only. While the information is deemed reliable, Baker Tilly Capital, LLC cannot guarantee its accuracy, completeness, or suitability for any purpose 
and makes no warranties with regard to the results to be obtained from its use, or whether any expressed course of events will actually occur. Securities involve risk and possible loss of 
principal. Past performance does not guarantee future results. No compensation has been paid to person providing a testimonial. Any testimonial is not representative of the experiences 
of other clients and is not indicative of future performance or success.

Securities, when offered, and transaction advisory services are offered through Baker Tilly Capital, LLC, Member FINRA and SIPC; Office of Supervisory Jurisdiction located at Ten Terrace 
Court, Madison, WI 53718; phone 800 362 7301. Baker Tilly Capital, LLC is a wholly-owned subsidiary of Baker Tilly Virchow Krause, LLP, an accounting firm. Baker Tilly Virchow Krause, LLP is 
an independently owned and managed Member of Baker Tilly International.
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