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INFUSION THERAPY SERVICES MARKET UPDATE

Investments in the infusion therapy
services market have

In 2024, infusion therapy services reached the highest volume of deals to date, all of
which were completed by private equity investors.

Driven by drug development and increasing utilization, infusion is a fast-growing sector of
the healthcare ecosystem. A rise in the frequency of chronic diseases including cancer,
gastrointestial diseases, and immune deficiency disorders coupled with an aging
population and technological advancement is expected to further drive demand for
infusion therapy.

A report from Option Care Health, a leader in infusion therapy services, values the US
infusion market at $100 billion, with the US home infusion market making up $13 billion of
the overall market. A second analysis from McKinsey estimates infusion services
represented a $120 billion US market in 2022, expected to grow by a CAGR of about
8-10% by 2026.

This estimated expansion leaves room for increased competition and innovation in the
marketplace - including significant opportunities for growth, particularly for ambulatory
infusion centers and home-based infusion companies.

A SHIFT AWAY FROM TRADITIONAL CARE SITES DRIVES PE INTEREST

Infusion therapy is increasingly being delivered outside of the traditional hospital setting,
with services moving to physician offices, ambulatory infusion centers, and the patient’s
home. Private equity investors see these new options as an attractive growth opportunity
for an already thriving industry. Interest in alternative care settings is driven by several
factors, including:

¢ Lower Costs: Payors are pushing for lower cost sites of care, especially vs. the
hospital setting.

¢ Comfort and Convenience: Patients often prefer to have their infusion at home or at a
retail-type ambulatory infusion center.
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A SHIFT AWAY FROM TRADITIONAL CARE SITES DRIVES PE INTEREST CONTINUED

Hospitals are the most traditional site for infusion therapies, but they come at the highest

e cost for payors and are less convenient and comfortable for patients. Historically,
hospitals have been the preferred site for infusion services because they offer more
supervision from doctors who can handle adverse drug reactions. While it is still the
preferred site for some drugs and conditions that require a higher service level,
alternative care sites are growing in popularity.

¢ Physician Office: Office-based infusion centers are the second most common infusion
setting outside of hospitals, especially for certain specialties like oncology,
gastroenterology, rheumatology, and neurology.

¢ Ambulatory Infusion Center: The market has seen the most rapid growth in ambulatory
infusion centers, which are retail-type locations where specially trained nurses deliver
infusions to patients. These facilities serve a broad range of conditions and deliver a
broad variety of drugs.

¢ Home-based: Another growing alternative, home-base sites allow for a specialty nurse
to visit the patient’s home to deliver the infusion.

The infusion itself consists of two work and revenue components: the pharmacy
component includes the purchasing and preparation of the medication, and the nursing or
delivery component includes administering the drug intravenously. Because infusion
companies typically offer both services, they capture profit streams from each.

WHAT MAKES INFUSION THERAPY A GOOD INVESTMENT?

There is a general shift to more cost effective and convenient care sites across
healthcare services, but the infusion therapy space offers several unique factors which
are driving outsized investor interest. These include a growing demand for infusion
services and visibility toward an ultimate exit route for PE investments.

e Drug Development: The drug development pipeline includes a large and growing
number of infusion-delivered therapies. According to BRG, more than 60% of drugs
in the development pipeline are infusion-delivered and FDA-approved infusion
therapies have been increasing dramatically year-over-year. Newer drugs also tend to
be safer for infusion at home or in an ambulatory infusion center. Drug manufactures
understand that patients and payors prefer those sites of delivery and see value in
creating drugs accordingly.

¢ Demographic changes: An aging population with increasing chronic diseases like
obesity, diabetes and gastrointestinal issues requires a greater need for innovative
drug therapies. The convenience and low cost of growth in infusion services will only
increase this demand.
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' WHAT MAKES INFUSION THERAPY A GOOD INVESTMENT? CONTINUED

¢ Likely terminal exit points: There are several types of likely buyers for large,

. established infusion companies once they are built by private equity investors. This
creates confidence in the market and boosts interest from investors. Potential buyers
include healthcare payors and distributors who have already shown interest in similar
organizations, especially those with a drug delivery component.

A NEWER OPPORTUNITY EARLY IN THE CAPITAL CYCLE

Because both increased infusion volume and site of care shits are recent developments, there
has been minimal investment so far. Though the market is hot, there is still a lot of room for
investors to buy privately-owned infusion companies that make up most of this fragmented
space. An analysis by Option Care Health, which along with CVS Coram represents 39 percent of
the market, estimates there are more than 800 privately-owned infusion companies in the US.

These factors create significant market opportunity for investors to consider buy-and-build and
de novo strategies. Examples include:

¢ Acquiring a company providing one type of service (e.g., home-based infusion) and adding
other lines of service (ambulatory infusion centers, joint ventures with physician groups to
build in-office infusion suites)

e Add-on opportunities such as adding nursing services to a specialty infusion pharmacy or a
pharmacy to an ambulatory infusion company

e Adding infusion services to a home health company.

Investments Over Time
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This graph includes certain infusion-focused specialty pharmacy organizations.
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4 AN EXCELLENT SELLING OPPORTUNITY FOR BUSINESS OWNERS

It is an opportune time for privately-owned infusion companies to pursue a sale. Interest is
. extremely high among private equity investors—including PE-backed platforms and firms
looking to make their first investments in infusion.

While many of the PE-backed organizations are smaller, regional players who are likely

looking to grow and enter new markets via acquisition, larger organizations also want to
add new locations, enter new markets, or add lines of service (e.g., adding home-based
infusion to an ambulatory infusion center operator).
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High quality companies will experience competitive sale processes, and likely very high
purchase multiples. Key items that make sellers attractive include:

e Strong payor contracts and RCM

e Strong purchasing, creating drug margins

e Developed referral and patient marketing

e Strong operations

e A growth story

¢ Clinical quality

* Diverse service offerings (different drugs, therapies)
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The team at FOCUS Investment Banking specializes in representing healthcare providers,
especially in transactions with private equity groups and PE-backed companies.

For more information about our services and sell-side process, please contact Eric Yetter,
Managing Director and Healthcare Team Leader at eric.yetter@focusbankers.com or

615-477-4741.

PRACTICE TEAM

Eric Yetter
Managing Director
eric.yetter@focusbankers.com

Eric Yetter is an investment banker focused on healthcare
provider services. Mr. Yetter has completed a variety of
healthcare transactions, many with private equity firms and
PE-backed companies. His past clients include leading
physician and dental groups, behavioral health companies,
healthcare facilities, and institutional healthcare investors.
Mr. Yetter also has healthcare operating and investing
experience in physician services, ambulatory surgery centers,
and behavioral health.

ABOUT FOCUS INVESTMENT BANKING

Andy Snyder
Managing Director
andy.snyder@focusbankers.com

Andy Snyder, a FOCUS Managing Director, has ten years of
consulting, management, and M&A advisory experience
among various healthcare positions. He has significant
experience advising physicians in medical practice and
surgery center transactions - including the specialties of
ophthalmology, gastroenterology, dermatology, and
orthopedics. His current practice includes healthcare
provider services, home health and hospice, and behavioral
health.

FOCUS is a trusted middle market bank with a rich history, deep resources and proven

results. We embrace a client-first philosophy centered on personalized service, deep
industry expertise, and delivering results-driven solutions. Our integrated operations with
FOCUS Capital Partners empower us to skillfully navigate the complexities of cross-
border transactions, offering clients strategic advantages in an ever-evolving global

marketplace.
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