
With the expiration of the Bush Tax Cuts and the implementation of a 3.8% surtax on capital gains scheduled for December 31st,  
we predicted a surge in M&A activity in the third and fourth quarter as sellers sought to maximize their post-tax returns.  It came  
as no surprise, then, that after a third quarter that produced the second highest tally of pharmacy service, home health, hospice,  
home medical equipment, behavioral health and social service, and health care staffing M&A transactions since we began  
cataloguing deal flow in 2001, the fourth quarter delivered even better results.  With a record 106 deals in Q4, 2012 closed out at  
a new high with 379 deals, up 12% vs. 2011.

It should be noted, however, that these external tax considerations add considerable “noise” to any trend analysis.  Bearing this in 
mind, however, below is our view on pharmacy service M&A activity over the year.

Pharmacy Service M&A Activity Soars 39% in 2012

Based upon proprietary data collected and analyzed by The Braff Group, even without the added push of beating a year-end favorable 
tax deadline, it would have been a great year for pharmacy service M&A activity.  With 50 deals completed in aggregate in 2012 (infu-
sion therapy, specialty pharmacy, and institutional pharmacy), transaction volume rocketed 39% vs. 2011, posting the second highest 
tally since we began tracking the sectors in 2001. The record of 60 deals was set in 2007 at the height of the overall M&A market.  
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Platform Follow-on



This was due, in part, to the fourth consecutive year of growth in private equity investment activity, as investors continue to seek  
positions in the rapidly expanding and recession resistant pharmacy industry.  With 24 sponsored deals completed over the year in  
pharmacy services, PE activity narrowly missed the watershed mark of 26, posted, again, in 2007.  Moreover, 11 of those deals were  
platform sized, market entry type transactions, a record not only for the pharmacy services segments, but for all the health care  
service sectors we have covered for the past 12 years.  As we have pointed out in the past, with platform activity typically a precursor 
to follow-on transactions later in a PE sponsor’s three to seven year investment horizon, the record deal flow in 2012 will undoubtedly 
support a vibrant M&A market for pharmacy service providers of all sizes in the coming years.

Scrutinizing the data further, we note some very interesting developments in the home infusion therapy arena.  With a second  
consecutive year of transaction growth, the segment recorded 23 deals, the highest tally since the record of 27 was set in 2007.   
Additionally, over the course of the year, three of the most active private equity sponsored consolidators – Infuscience, Amerita and 
HomeSolutions – all divested, and each to an interesting buyer.  Infuscience was acquired by BioScrip as part of their transformation 
from a specialty pharmacy provider to one focused exclusively on IV. Amerita was acquired by PharMerica, a predominately institutional 
pharmacy provider. HomeSolutions was acquired by KRG Capital in a secondary, private equity to private equity transaction. Such deals 
demonstrate the breadth and vibrancy of the IV M&A market: three successful PE investments and exits to three different buyers, two 
of which – BioScrip and PharMerica – that were likely drawn to the generally more attractive margins that IV offers vs. specialty and 
institutional Rx, and a third – KRG – that demonstrates PE’s sustained interest in the segment.

We also note that, with buyers continuing to chase volume and efficiencies that can produce greater profit dollars in an increasingly 
margin constrained industry, it was a record breaking year for specialty pharmacy which posted 20 transactions, eclipsing the previous 
record of 18 set in 2010.  Finally, especially in comparison to IV and SPS, it was a steady year for institutional Rx, which accounted for 
seven transactions for the fourth consecutive year. 
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