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Kieger – Thoughts from the Street 

Goldman Sachs Medtech 2015 
Zurich, September 14, 2015 

Increasing healthcare utilization and 
raising hospital capex in developed 
markets (~80% of industry revenues) 
have clearly enhanced the business 
environment for Medtech companies, 
while other challenging aspects remain 
unchanged e.g. cost pressure across 
the healthcare continuum. 
As a result of abating macro-economic 
concerns most company presentations 
focussed more on firm specific drivers 
like new product launches, 
reorganisations and capital allocation 
decisions.  

We attended the twelfth annual Goldman Sachs 
European Medtech and Healthcare Services Conference 
2015 from September 9th to 10th in London. 
Management representatives from roughly 30 
companies attended. 
In general we had the impression that sentiment of the 
different management teams toward their business 
continued to further improve. 
 

Our positive view on the industry and healthcare in general 
was confirmed by the Goldman Sachs Medtech Conference 
2015 in London 



 
 

 
Wealth 
Management 

Healthcare 
Investments 

Private 
Equity 

Pension Fund 
Advisory 

However, we noted that the following topics were common themes across 
most presentations. 
 
Déjà vu? 
 
Some years ago the Pharma industry was challenged by increased FDA 
scrutiny, raising medical benefit requirements for new drugs as well as generally 
suboptimal enterprise and portfolio structures due to M&A without proper post 
transaction integration. When then companies and investors started to 
recognize that a large part of future profits would come under pressure due to 
the expiration of blockbuster drug patents (patent cliff), it was time to take 
action. From our point of view Medtech today is in a somewhat similar position: 
The increased FDA focus, the higher medical benefit requirements and the 
complex enterprise structures are very similar. Only the patent cliff fear is 
replaced by increasing price pressure. 
At the time the pharma industry reacted by cost cuts, portfolio restructurings 
via spin-offs, divestitures and the formation of joint ventures and a focus on 
innovation and scale, which fuelled an M&A wave of big cap companies 
acquiring innovative small and mid-cap names. We observe that Medtech 
today is taking a similar approach. It remains to be seen if also the result will be 
similar. 
 
Fee for value: A chance rather than a threat 
 
The transition from fee for service (reimbursement based on the amount of 
service provided) to fee for value (reimbursement based on medical outcome) is 
often seen as a solution to control healthcare costs in the US. One form of 
implementation is through bundle payments where a provider gets reimbursed 
for an entire procedure including pre and post-acute care. We recognize that 
this approach is gaining traction. CMS lately presented its CCJR (Comprehensive 
Care for Joint Replacement) proposal for hip and knee replacements where the 
provider would be responsible for the entire procedure including up to 90 days 
post the surgery. 
For Medtech companies like implant manufactures this turns out to be an 
opportunity rather than a threat. Firstly, the percentage weight of cost of the 
implant itself would be reduced. Secondly, providers would aim to minimize 
costly readmissions and therefore quality of the surgery and the implant would 
become more important (huge loss potential as result of a readmission vs. 
relatively limited benefit of a cheaper and lower quality implant). Thirdly, it 
would be an opportunity for Medtech companies to sell comprehensive 
services and to participate in risk and benefit sharing agreements. 
 
More gain than pain in emerging markets 
 
With the recent slowdown in the Chinese economy and the subsequent 
financial market crash, investors feared that healthcare companies would be 
over proportionately affected. However, company presentations commonly 
confirmed the business prospects in emerging markets and especially in China 
remain bright. For a more comprehensive view on the Chinese healthcare 
market please refer to our study “Healthcare in China”. 
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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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