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At conferences like the one of UBS the 
focus of the presentations are mostly 
around firm specific issues. However, 
there are always common topics across 
the companies that are discussed. 
These topics start to emerge, 
eventually develop into a general trend 
or disappear again. At last year’s 
conferences one theme that in the 
meantime became a general 
healthcare trend was the transition 
from “fee for service” to “fee for value”. 
This year at UBS it was the recurrence 
of economies of scale in healthcare. 

We attended UBS’s Global Healthcare Conference 2015 
from May 18th to May 20th in New York. CEOs and 
CFOs of roughly 150 companies presented their 
companies to the investor community followed by 
question and answer sessions. 
Below we reflect on some of our broader sector 
takeaways from this conference. We left New York more 
optimistic than ever regarding the future of the 
healthcare sector, despite a volatile macro environment. 
 

Our thoughts after the UBS Global Healthcare Conference 
2015 in New York 
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From economies of scale... 
 
Under economies of scale we understand the concept where the cost per unit 
of output decreases with increasing scale as fixed costs are borne by more units 
of output. It is especially true for industries with high fix and low variable costs. 
Economies of scale play an important role in determining the optimal firm size. 
This basic concept also applies to the healthcare sector. For some subsectors it 
plays a more important role (large pharma & drug distribution) and a lesser one 
in others (healthcare providers & managed care). However, due to increasing 
regulations in healthcare (already one of the highest regulated sectors) and the 
expected reimbursement changes from fee for service to fee for value, the fixed 
cost block of doing business for all companies has increased and is expected to 
do so even more going forward. 
Keeping everything else equal, the ideal firm size has increased significantly 
across all subsectors of healthcare and M&A will continue to play an important 
role. Ever more so for subsectors that so far stood at the M&A sideline. 
 
... to further industry consolidation 
 
While the beginning of the ongoing M&A wave within healthcare has mainly 
been driven by 1) low valuations 2) tax inversion 3) low costs of (debt) capital 4) 
innovation shopping 5) high cash balances at companies, we felt during the 
different company presentations at the conference that gaining scale 
(transactions that “economically make sense”) has become a major driver in 
acquisition discussions lately. Interestingly this is not only true for horizontal 
expansions but also for vertical and even international ones. For example, one 
of the private hospital companies stated that as a hospital management 
company it is no more just about running the hospitals efficiently, but also that 
one has to build systems and networks of physician practices, free standing 
emergency rooms and outpatient facilities to gain scale in client access points. 
All the above would already suffice for a veritable M&A wave. Yet on top of it 
the conference confirmed that the US healthcare environment as such remains 
beneficial. Volumes are increasing across the board partly due to the affordable 
care act and partly due to the broader improvement of the US job market. 
Additionally pricing of healthcare services remains remarkably constructive. We 
would therefore expect the ongoing consolidation phase to last for some time. 
 
Bottom line 
 
The US healthcare market remains in good shape. This leads to increasing sales 
and net profits for companies. Furthermore there is a multitude of M&A drivers 
including the recurrence of greater economies of scale. M&A drives equity 
valuations and should also work as a floor for equity prices in phases of market 
turbulences. Both forces should help driving equity performance of the sector 
going forward. Our healthcare guides “Economies and Healthcare Spend” and 
“M&A” are implementing our takeaways from the conference into an actionable 
investment strategy. 
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This document has been issued through Kieger AG and is for 
distribution only under such circumstances as may be permitted 
by applicable law. This document is for information purposes only 
and does not constitute an offer. Past performance is not a 
reliable indicator of future results. The details and opinions 
contained in this document are provided by Kieger without any 
guarantee or warranty and are for the recipient’s personal use 
only. All information and opinions contained in this document are 
subject to change without notice. This document may contain 
statements that constitute “forward looking statements”. While 
these forward-looking statements represent our judgments and 
future expectations concerning the development of our business, 
a number of risks, uncertainties and other important factors could 
cause actual developments and results to differ materially from 
our expectations. Data source: Bloomberg 
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