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EXECUTIVE SUMMARY
The healthcare industry is in the midst of a sea
change, inspired by the urgent demand for lower
cost, higher quality strategies that improve and
extend lives. This has, in turn, fostered growing
support for a more sustainable healthcare
framework, where incentives are oriented toward
prevention and quality of care rather than higher
volumes and post-diagnosis treatment.
Further bolstered by an array of economic,
demographic and other factors, as well as
major technological advances and converging
stakeholder interests, the result has been a broad
search for digitally-connected, decentralized
and patient-centric solutions. With traditional
industry players, technology giants, and private
equity and other financial operators rushing to
join the fray, the healthtech revolution looks to be
an investment opportunity-in-the-making.
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It seems like we have heard this story many times before. A step-up in academic and
industry research initiatives. A raft of innovative start-ups and new joint ventures.
A flood of investment and M&A activity. The promise of a better future for all.
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More often than not, the hype has often turned out to be little more than hope. But that is not the
case with healthtech. Based on various developments, it is clear that the healthcare industry is
in the midst of a sea change, accentuated by a surge in creative problem-solving, widespread
advances in technology, and converging stakeholder interests. In fact, these and other factors
likely explain why Bill Gates, the visionary founder of Microsoft, expects four out of 10 of
the world’s next big innovations to occur in healthcare1.

But there is more to the revolution than singular successes. Trends already underway suggest the
quest for cutting-edge solutions that better satisfy a basic human need – our physical and mental
health – is widespread and enduring, owing to a confluence of economic, social and political
factors. This has set the stage for a turn of events that fundamentally alters how personal and
preventative medical care and related services are developed, rendered, paid for, and evaluated.

0. Modified from EY
1. “Bill Gates and MIT Have Predicted the World’s Next 10 Big Innovations. Here’s What They All Have in Common,” Inc., June 22, 2019, https://www.inc.com/sean-wise/bill-gates-mit-have-predicted-worldsnext-10-big-innovations-heres-what-they-all-have-in-common.html.
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There are any number of reasons why the shift toward digital
health solutions has been gaining speed. For one thing, the
interests of various stakeholders are becoming more closely
aligned than previously, marking a significant turnabout from
the fee-for-service dynamic that is particularly evident in the
United States. Payers, doctors, patients, insurers, manufacturers,
regulators, and employers are recognizing that an increasingly
costly and unwieldy healthcare framework is simply not working.

In particular, those who are picking up the tab – notably
governments, public sector institutions, and nonprofit entities – are
finding that they have no real choice but to identify and implement
more optimized ways of addressing the challenges affecting the
health of citizens and residents. This includes what has been
characterized as a “demographic time bomb,” which refers to the
increasing size and age of populations around the world.
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In the European Union, for example, nearly one-fifth of the population is 65 or older, while the share
of those aged 80 years or more is projected to double by 2100, to 14.6 % overall.2 Going forward,
global population totals are expected to rise by roughly 25% over the next three decades,3 while the
number of seniors worldwide is on course to triple, from 531 million in 2010 to 1.5 billion in 2050.4
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This combination of a larger population, with its correspondingly increased demand for healthrelated services, and an expanding number of seniors, who tend to be the heaviest users of
medical and related services, has created relentless upward pressure on public and private sector
spending, spurring an urgent need for higher-quality, lower-cost solutions.

But it is not just these two factors that are driving demand for fresh thinking about healthcare.
Unwholesome diets and poor lifestyles have also helped exacerbate an already widespread
epidemic of chronic diseases in both developed and developing countries. Defined as illnesses
lasting three months or longer that generally cannot be prevented by vaccines or cured with
medication, they currently account for 71% of all deaths worldwide. 5
2. “Population Structure and Ageing,” Eurostat: Statistics Explained, data extracted in July 2019, https://ec.europa.eu/eurostat/statistics-explained/index.php/Population_structure_and_ageing.
3. “World Population Clock: 7.7 Billion People (2019),” Worldometers, accessed December 4, 2019, https://www.worldometers.info/world-population/.
4. “10 Projections for the Global Population in 2050,” Pew Research Center, February 3, 2015, https://www.pewresearch.org/fact-tank/2014/02/03/10-projections-for-the-global-population-in-2050/.
5. “Noncommunicable Diseases,” World Health Organization, June 1, 2018, https://www.who.int/news-room/fact-sheets/detail/noncommunicable-diseases.
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In fact, in the United States alone, it is estimated that the direct costs of treating chronic illnesses
has reached $1.1 trillion annually, while indirect costs, which include lost productivity and
misallocated resources, among others, add up to another two-and-a-half times as much.6

Diabetes, for example, used to be thought of by many as a “first world” disease, exacerbated by
sedentary lifestyles and an abundance of unhealthy processed foods. But others are catching up.
According to the International Diabetes Federation, there are currently 42 countries, representing
22% of the aggregate number of recognized nations, where the percentage of adults who are afflicted
is above that of the United States.7 Overall, 1 in 11 adults, or 463 million individuals worldwide,
have some form of diabetes, with 10% of global health expenditures allocated to its treatment.8
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6. “The Costs of Chronic Disease in the U.S.,” Milken Institute, August 28, 2018, http://milkeninstitute.org/reports/costs-chronic-disease-us.
7. “Diabetes Prevalence (% of Population Ages 20 to 79) - Country Ranking,” IndexMundi, accessed December 4, 2019, https://www.indexmundi.com/facts/indicators/SH.STA.DIAB.ZS/rankings.
8. “IDF Diabetes Atlas,” 9th Edition 2019, accessed December 4, 2019, https://diabetesatlas.org/en/.
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Consequently, the solution is not simply a matter of offering
more or better treatments to those who get sick. Given the scale
of the problem, it is also a matter of providing the means to
more actively monitor such conditions. This includes facilitating
better self-management of diabetes, heart disease and other
chronic diseases, responding to and preventing complications
from such illnesses, and advocating lifestyle and other changes
that help reduce their occurrence in the first place.

By the same token, there is a growing impetus in the United
States, Europe and elsewhere for a more patient-centric, valuebased healthcare framework, where incentives are oriented
toward prevention and quality of care rather than higher volumes
and post-diagnosis treatment. This has been accompanied by a
heightened focus on helping people keep fit, including through
better education and other strategies aimed at promoting
healthier and more sustainable lifestyles.
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Fortunately, some of the infrastructure and many of the technologies necessary to support these
objectives are in place or are being rapidly developed. The proliferation and growing acceptance
of smartphones, “wearables” – smart electronic devices that can monitor vital signs and other
relevant information – and mobile health apps has created a framework for extensive, real-time
collection of health-related data from an expanding base of users around the world.

At the same time, there has been an explosion in technologies and methodologies designed to
track, store, and process large quantities of data. This provides a natural pathway for digital health
products and services that help ensure people receive accurate and prompt diagnoses, targeted
and timely treatments, and fine-tuned guidance on healthier lifestyles.

Better yet, emerging disciplines such as data science and artificial intelligence will enable
researchers to slice and dice this information to develop approaches that enhance the wellbeing
of populations overall. By gathering data on the markers of health, including vital signs and
developments that signal changes in physical circumstances, the medical establishment can
improve and lower the cost of healthcare delivery, especially in regard to personalized care at
all levels (e.g., prevention, diagnosis, treatment and monitoring). More informed and targeted
solutions will ease demand for intensive and costly interventions.
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Reducing costs and increasing efficiency are not the only
factors driving the search for innovative solutions. Healthcare
consumers, especially the younger generation, are no longer
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interested in assembly-line treatments and generic responses
to health and lifestyle concerns. In fact, they are more health
conscious than previous generations,9 and are demanding
higher quality and more personalized care. They want to be
better informed and more involved than their forebears were in
making decisions that affect their wellbeing.

As in their work, social and financial lives, tech-savvy consumers,
in particular, are also interested in health-related solutions that
can be implemented on their terms, at locations of their choosing,
and that offer user experiences consistent with those that are
available in a variety of popular mobile apps and web applications.
Many also prefer to operate remotely when it comes to improving
lifestyles, monitoring health, and securing the services they need.

9. “Younger Consumers Are More Health Conscious Than Previous Generations,” HuffPost, January 23, 2017, https://www.huffingtonpost.ca/timi-gustafson/younger-consumers-are-mor_b_14290774.html.
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But it is not just consumers who favor personal-comfort-zone
healthcare. Economic factors are also playing a major role in
moving the center of care from the clinic to the home. While a
profusion of high-tech imbued hospitals, labs and other facilities
has undoubtedly helped to improve and extend lives, the expense
of providing such services has now risen to the point where the
cost-benefit tradeoff is skewed to the downside. Increasingly,
the focus is shifting toward digitally-connected, decentralized,
patient-centric solutions.

To be sure, some are not (yet) fully onboard with the shift
underway. Many doctors and medical professionals, for example,
likely view a rejigging of the current system as a threat to their
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bottom lines. That said, many are beginning to recognize that a
more modern approach may benefit them in other ways. Armed
with solutions that enable them to treat more patients, deliver
better diagnoses, process payments more quickly, and produce
better outcomes, providers may well find that embracing the
healthtech revolution leaves them better off.

It goes without saying, of course, that a heavily regulated field such as healthcare could easily
be held back by an oversight regime that is reluctant to change with the times. But in the case of
healthtech, the opposite is increasingly true, opening up a range of opportunities for tomorrow’s
leaders. Spurred on by the conjoined objectives of improving quality, increasing life expectancy,
and reducing costs, authorities in the United States and elsewhere are moving quickly to facilitate
the evolution toward a more technologically-oriented framework, including increased reliance on
artificial intelligence and other cutting-edge methods.10

10. “Twenty Developers ‘Confident’ Their AI Will Be Ready for NHS Within a Year,” Digital Health, October 30, 2019, https://www.digitalhealth.net/2019/10/twenty-developers-ai-ready-nhs-year/.
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In 2017, for example, the United States Food & Drug Administration (FDA) launched its “Digital
Health Action Plan,” which helped clarify the products under its jurisdiction, and introduced a
pre-certification program for healthtech product developers.11 Europe, meanwhile, has reworked
its digital health product legislation by way of its “Medical Devices Regulation,” which comes into
effect in 2020 and is designed to ensure better standards and greater safety. Additionally, the World
Health Organization recently produced its first-ever guidelines, aimed at government agencies and
public health practitioners, on how to use healthtech to support outcomes and access to care.12

Still, not all of the impetus for change has come from those with a natural interest in healthcare.
Amid an accelerating industry transformation, large technology firms – among others – have also
joined the fray, both as innovators and as operators. Recognizing that healthtech represents a
genuine growth opportunity at a time when other target markets have slowed or become saturated,
some of the most prominent names in the sector, including Apple, Amazon and Microsoft, have
been rushing into digital health.
11. “What Is Digital Health? Everything You Need to Know About the Future of Healthcare,” ZDNet, February 1, 2019, https://www.zdnet.com/article/what-is-digital-health/.
12. “WHO Releases First Digital Health Guidelines,” Modern Healthcare, April 19, 2019, https://www.modernhealthcare.com/technology/who-releases-first-digital-health-guidelines.
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One element that has stoked interest from within and outside the industry has been the projected
pace and scale of the market for healthtech products and services. Based on estimates from
global market research firms Grand View Research and Global Marketing Insights, Inc., the digital
health market is expected to expand at a compound annual growth rate of just under 30% over the
next five years, reaching a total size of more than $500 billion by 2025.13
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Needless to say, the changes underway also point to an attractive investment opportunity, especially
for venture capital investors. A strong growth outlook and increasing demand for better and more
sustainable healthcare solutions has not only fostered an explosion of innovative research and
entrepreneurialism, it has also allowed for multiple exit scenarios and heightened prospects for
early liquidity. Indeed, competition is already heating up between traditional industry players,
technology giants, and private equity and other financial operators to grab a share of the pie.

13. “Digital Health Market Report 2019 Predicting 29.6% CAGR Growth by 2025,” Heraldkeeper via COMTEX, April 18, 2019, https://www.marketwatch.com/press-release/digital-health-market-report-2019predicting-296-cagr-growth-by-2025-2019-04-18; “Digital Health Market Size Worth $509.2 Billion By 2025 | CAGR: 27.7%,” Grand View Research, May 2019, https://www.grandviewresearch.com/press-release/
global-digital-health-market.
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Not every new idea or firm in the growing healthtech arena will be a winner, of course. Identifying
up-and-comers offering innovation with health economic benefits – better care at a lower cost –
with clear competitive advantages, and where there is strong and sustainable potential, demands
a specialized approach. This includes active portfolio company oversight and an intense focus on
game-changing innovations and trends that can create value for shareholders. It also requires a
rigorous due diligence process and a compensation structure designed to ensure that investment
manager and investor interests are fully aligned.

With this strategy, investors can be more confident that the opportunity set will be mined to their
advantage. Admittedly, the revolution has been a long time in coming, but it now looks unstoppable.
As the FDA notes, digital health technologies “can empower consumers to make better-informed
decisions about their own health and provide new options for facilitating prevention, early diagnosis of
life-threatening diseases, and management of chronic conditions outside of traditional care settings.”14
With this in mind, there is no time to lose when it comes to the shift toward a healthtech future.
14. “Digital Health,” U.S. Food & Drug Administration, current as of November 5, 2019, https://www.fda.gov/medical-devices/digital-health.
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ABOUT MTIP
MTIP is a pan-European Healthtech growth investor, based in Basel Switzerland. We invest in
digitally-connected, decentralized and patient-centric medical technology leaders, with offerings
that provide clear health-related economic benefits. Our entrepreneurial investment team, which
has complementary private equity skills and exceptional deal-making capabilities, actively works
with our portfolio companies to boost growth. MTIP efficiently deploys capital to unlock value and
generate attractive returns for our investors.

