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Private Equity Firms Are Reshaping Health Care Services 
Spending on Physician Practices, Behavioral Health Care and Other Services Grows

It’s hard to imagine where health care would be today with-
out private equity firms. Since 2013, merger and acquisition 
activity in all healthcare sectors has soared 80%, to a record 
1,908 deals announced in 2018. Private equity sponsors ac-
counted for approximately 32% of those transactions, both 
direct and add-ons. Of the $333.3 billion spent last year (not 
a record), these firms contributed 14%, or $47.7 billion. The 
dollar volume would be much higher if more deals disclosed 
financial terms. 

In the first seven months of 2019, the pace has slowed as 
global uncertainty has grown. Total deal volume through July 

31 reached 989 transactions and private equity accounted 
for 279 (28%). Spending for the year is already nearing last 
year’s total. Through July, $300.6 billion is on the books and 
PE sponsors contributed a mere $10.1 billion (3%), based 
on disclosed prices.

All health care is local and private equity increasingly is try-
ing to stay there, too. In 2018, PE firms accounted for 39% 
of all deals announced in the nine services sectors we track, 
compared with 21% of the four technology sectors. In 2019, 
those trends are holding. Sponsors account for 32% of all 
services deals announced in the first seven months of the 
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Private Equity Sponsored Healthcare Deals, 2018

Total Deals Total SpendingShare of Annual Total Share of Annual Spending

Services

Behavioral Health Care 58 64%  $1,559,903,473 66%

Home Health & Hospice 44 52%  $1,320,000,000 40%

Hospitals 8 10%  $7,285,700,000 60%

Labs, MRI & Dialysis 13 27%  $226,500,000 13%

Long-Term Care 63 15%  $1,770,638,000 13%

Managed Care 5 20%  $0   0%

Physician Medical Groups 183 72%  $12,169,909,962 99%

Rehabilitation 28 65%  $45,000,000 40%

Other Services 73 40%  $715,000,000 1%

 Services Subtotal 475 39%  $25,092,651,435 20%

Technology

Biotechnology 17 8%  $644,000,000 1%

eHealth 79 39%  $11,854,185,000 58%

Medical Devices 34 28%  $4,406,000,000 19%

Pharmaceuticals 10 8%  $5,744,130,400 5%

Technology Subtotal 140 21%  $22,648,315,400 11%

Grand total 615 32%  $47,740,966,835 14%

Source: HealthCareMandA.com, August 2019



Funds are following demographics and finding many plac-
es where investments will likely benefit from the aging baby 
boomer cohort. Home Health & Hospice, Long-Term Care, 
Rehabilitation and other post-acute sectors are all being 
reshaped by partnerships and creative strategies between 
sponsors and strategics.

The starkest example, of course, is the consortium created 
in 2017 by Humana (NYSE: HUM), TPG Capital and Welsh, 
Carson, Anderson & Stowe. The three teamed up to take 
apart Kindred Healthcare in a $4.1 billion deal that saw 
Humana acquire Kindred’s home health and hospice opera-
tions and left Kindred’s long-term acute care hospitals, inpa-
tient rehab facilities and other operations to TPG and WCAS. 
While Humana owns a 40% share to the sponsors’ combined 
60%, it negotiated a path to eventually acquire 100% of the 
home health assets. 

Then, in April 2018, the consortium struck again, this time 
acquiring national hospice operator Curo Health Services 
from Thomas H. Lee Partners for approximately $1.4 billion. 
Humana again took a 40% stake.

Physician, sell Thyself

Healthcare services for boomers may present a large, soft 
target for funds that are now turning to health care. But the 
biggest magnet for PE acquirers is Physician Medical Groups. 
The sector hit a recent record of 253 transactions in 2018, 
and PE funds accounted for 72% of that volume, and 99% 
of the disclosed $12.3 billion spent on those deals. KKR’s 
(NYSE: KKR) $9.9 billion acquisition of Envision Healthcare 
made up most of that total, but Fresenius Medical Care’s 
(NYSE: FMS) nearly $2.2 billion divestiture of its Sound In-
patient Physicians group to Summit Partners was no small 
deal, either. 
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year, compared with 20% of all technology deals. 

The interest isn’t expected to subside any time soon. “This 
[activity] will continue in the near term, probably the next 
three to five years,” said Angela Humphreys, chair of the 
Healthcare Practice Group at Bass, Berry & Sims. “Private 
equity obviously has a lot of capital to deploy and health care 
is a natural place for PE to look for investments.”
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Private Equity in Healthcare Services, 2014 to 2018

2014 2016 20182015 2017

Private Equity Deals 67 111 203 282 371

PE Share of Total Deals 14% 18% 31% 39% 46%

Private Equity Spending $9.2 billion $6.8 billion $12.2 billion $29.4 billion $26.4 billion

PE Share of Total Spending 28% 9% 21% 18% 24%

Source: HealthCareMandA.com, August 2019
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With so much M&A in the sector in 2018, it’s not surprising 
that in 2019, at least the first seven months, shows signs of 
slowing. Through July 31, 86 deals have been announced 
by PE-sponsored firms, representing 79% of the year’s total 
to date. Spending based on disclosed prices stands at $2.8 
billion, or 94% of the year-to-date total.

Dental, dermatology and ophthalmology are the most popu-
lar office-based specialties and have been for several years. 
Luke Mitchell, partner and managing director at Edgemont 
Partners, estimates there are more than 30 platforms in the 
dental space now and more than 20 each in dermatology 
and ophthalmology. 

Humphreys historically has focused on transactions around 
hospital-based practices and ambulatory surgery centers. 
Hospitals are still looking to acquire physician practices, she 
says, but the competition has grown. “Private equity start-
ed out targeting specialties that might not be great targets 
for hospitals, in areas like outpatient surgery or specialties 
based around office visits. Now we’re seeing interest in on-

cology, cardiology and other specialty practices.”

Mitchell has seen ebbs and flows in the popularity of each 
specialty among PE investors. While dental, dermatology  
and ophthalomology remain the biggest targets, some firms 
are building platforms around gastroenterology, urology, au-
diology, oral surgery and urgent care practices. He doesn’t 
expect the same level of M&A in 2019, however. “The num-
ber of new platforms will probably be lower this year,” he 
said. “We’ll see a smaller number of add-ons.”

Valuations have risen along with investor interest over the 
past three to five years. “Multiples have been strong and will 
continue to hold,” Humphreys predicted. “Some think they’ve 
peaked, but with CMS’s initiatives around value-based care, 
a lot of PE firms may see that as an opportunity.”

All the activity around physician practices could move up the 
M&A food chain. “It wouldn’t surprise me if there were more 
take-private deals for hospital chains,” Humphreys said. Now 
that you mention it …                                    □

Private Equity Sponsored Healthcare Deals, 2019, through July 30

Total Deals Total SpendingShare of Annual Total Share of Annual Spending

Services

Behavioral Health Care 30 67%  $0 0%

Home Health & Hospice 23 43%  $0 0%

Hospitals 4 7%  $136,200,000 1%

Labs, MRI & Dialysis 5 18%  $0 0%

Long-Term Care 24 10%  $775,390,000 10%

Managed Care 3 20%  $0   0%

Physician Medical Groups 86 79%  $2,860,000,000 94%

Rehabilitation 8 57%  $0 0%

Other Services 32 33%  $85,000,000 1%

Services Subtotal 215 32%  $3,856,590,000 7%

Technology

Biotechnology 6 7%  $72,500,000 0%

eHealth 41 35%  $4,764,944,769 43%

Medical Devices 12 21%  $170,000,000 1%

Pharmaceuticals 5 8%  $1,200,000,000 1%

Technology Subtotal 64 20%  $6,207,444,769 3%

Grand total 279 28%  $10,064,034,769 3%

Source: HealthCareMandA.com, August 2019
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