
Based upon proprietary mergers and acquisitions data collected and analyzed by The Braff Group, strictly by the numbers alone,  
aggregate pharmacy services M&A activity during the second quarter of 2014 appears pretty lackluster. With a total of five deals  
completed over the period (four in specialty pharmacy, one in home infusion therapy), deal volume fell 58% vs. the 12 transactions 
posted in Q1.  

But a closer look at the data and the specific deals completed portray a somewhat different story.

If we compare the first six months of the year vs. the same period last year, we note that specialty Rx deals are up an extraordinary 
500% — 12 over the first half of 2014 vs. a meager two deals completed by mid-year 2013.

Furthermore, the nature of the deals is revealing.  

First we have the merger of QoL Meds (which itself was recently recapitalized by private equity sponsor Nautic Partners) with Genoa 
Healthcare, creating a formidable specialty pharmacy company that focuses on the behavioral health market, the most vibrant (in 
terms of M&A volume) of all the health care service sectors we track. Second, there was the recap of Enclara Health, a pharmacy 
services provider that also focuses on a unique population – in this case hospice and palliative care – by Consonance Capital, a health 
care focused private equity group. Just four months later, Enclara acquired Excellerx (previously known as Hospice Pharmacia) and 
PBM Plus, creating an impressive hospice mail order and pharmacy benefits management company serving “approximately 475  
hospices and 84,000 hospice patients nationwide per day.”1
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Our takeaways from this spate of deals? Though consolidation 
in specialty pharmacy financed by private equity has been in full 
swing since 2007 (30 platform and 30 follow-on investments – 60  
in all over the past 71/2 years), both interest and opportunity  
in SPS remains robust (see related content below). Next, while  
SPS by its nature is characterized by specialty drugs treating 
specific conditions, the companies above have a slightly  
different feel, as the specialization is more geared to a  
population (patients with behavioral disorders or nearing the  
end of life) than a particular drug regimen. In effect, then, given 
their management, coordination, and efficient distribution of a 
wide array of drug therapies and regimens to niche populations,  
these companies arguably resemble a cross between specialty  
and institutional Rx.Consequently, they may be somewhat  
less susceptible to the risks and margin pressures faced by  
many “traditional” specialty pharmacies that seek out high  
volume, semi-exclusive (and highly sought after) singular drug  
distribution agreements – agreements that may be difficult to 
defend against the incursion of the next competitor willing  
to sacrifice their margins.

Another development of note: In July, Flint, Michigan based 
Diplomat Pharmacy filed registration documents with the SEC for 
an initial public offering – a development that anyone interested 
in the go-forward M&A and investment prospects for specialty 
pharmacy should watch closely. First, as best we can recall, this 
would represent the first IPO of a pure-play specialty Rx provider 
since MIM, a predecessor company to BioScrip, went public in 
1996 (though BioScrip completed public offerings of its own in 
2013, by that time, the company was well on its way in its strate-
gic transformation from an SPS company to a home IV provider).  
Second, the company’s S-1 registration documents are a veritable 
formulary of detailed market and financial data, providing industry 
insiders an unprecedented peek inside one of the country’s larg-
est and fastest growing specialty pharmacies. Third, the pricing 
and immediate post-IPO trading will likely influence defacto 
valuation metrics for large specialty pharmacies considering a 
sale. Finally, if the offering is successful, it will surface even more 
prospective PE sponsors and strategic buyers, further tipping 
acquisition demand vs. supply in favor of sellers. 
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While there is much to like about the specialty pharmacy side 
of the M&A market, there’s no denying that the last quarter was 
particularly sluggish in home infusion and institutional Rx.

The good news however is that despite any recent sluggishness 
in these sectors, you’re worth more today than you were a  
year ago. 

Here’s why. 

Though the economy may feel like it’s merely plodding along, 
don’t tell the investment community.  The M&A market is cruising 
toward a dot.com like swell that inflates, to one degree or  
another, the value of companies across virtually all sectors. So  
if your health care service sector is on the rise, it is even more 
so. And if it’s under pressure, it is less so.  

As we expound upon in greater detail in our recently released 
viewPOINTS publication entitled, “Are We Approaching an M&A 
Bubble?”, the evidence is all around us.  

Valuations for technology companies are rebooting to the logic 
defying levels we saw during the early 2000s when Wall Street 
seemingly adopted The Absolute Value Method for pricing 
companies: applying triple digit multiples to the absolute value 
of losses generated by the NEXT BIG THING (like Snap Chat, the 
no revenue app that recently received an investment valuing 
the company at $10B). So the greater the red ink, the higher the 
valuation.  What a country.

Debt is flowing again to levels we haven’t seen since 2007.  
Private equity groups and corporations have amassed more 
than $2 trillion (with a “T”) in cash just waiting to be invested. 
The stock market is trading at 3,000 points higher than the peak 
reached at the height of the last bubble. And all of the above 
has coalesced to drive acquisition demand and activity to levels 
out-pacing the boom that preceded the 2008 bust.

So if you metronome back and forth between holding and selling, 
it may be worth considering that bubbles don’t come around that 
often, and when they do, they can evaporate as quickly as a Snap 
Chat message (or valuation). Just sayin.  
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1 Since these follow-up transactions were completed in August, they are not included in the second quarter trend data presented above.




