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The Gastroenterology practice market has been very active in the 
area of mergers and acquisitions (M&A). The COVID-19 pandemic 
has slowed down this trend, but buyers are actively looking to acquire 
GI practices and centers. This newsletter presents the main trends 
and M&A transactions, as well as implications for GI practice owners. 

Trends and M&A Activity

• Several private equity firms have entered the market of GI 
practices, by either acquiring large/middle-sized practices or by 
forming new companies (“Platforms”).  Several factors are 
attracting these investors:

• Increased demand for GI services: Patient’s awareness of 
colorectal cancer. 

• Ancillary Services: Addition and consolidation of ancillary 
services with significant revenue growth. 

• Physician Scarcity: Despite growing demand, the 
gastroenterologist-to-population ratio is falling. It creates a 
favorable supply-demand imbalance for existing providers and 
will lead to increased practice utilization throughout the sector.

• Private equity firms in a position to facilitate growth: These firms’ 
access to capital, experience in operating businesses, and in 
growing and increasing profitability make them an attractive 
partner to owners of GI practices and centers.

• Significant fragmentation: GI market is hugely fragmented with 
opportunities for consolidation, increases in profitability and 
value.  
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• Consolidation of the 
industry is heating up. 
The market is creating 
large and midsize 
Platforms. Platform 
companies established to 
date will be competing to 
add independent 
practices.

• Several GI platform-like groups have received investments from 
private equity firms in 2019-20. Some of those are:

• Amulet Capital Partners acquired US Digestive Health in PA.
• Webster Equity Partners formed Gastro One in TN.

• Additional consolidation continues with add-ons to existing 
Platforms. The hot markets are Florida and Texas, but acquisitions 
have happened throughout the country.

Source: Mergium database and other M&A and industry publications

Covid-19 
effect
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Firm Overview

Mergium Advisors is an 
investment banking boutique 
providing financial advice and 
transactional services to owners  
of companies interested in selling 
their businesses.  Mergium also 
provides services in capital  
raising (equity and debt) and 
related advisory services 
(including business valuations) in 
the healthcare)services and 
knowledge / education sectors.

Healthcare Services Focus

• Physician Practices

• Behavioral Health companies

• Staffing companies

Education Focus 

• K-12 schools
• Preschools
• Colleges & Universities
• Continuing Education & Training
• Education Technology
• Language Training and Tutoring
• Publishing & Instructional 

Materials
• Special Education
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Covid-19 Short-term Impact

• Access to capital tightened as companies and investors sought to conserve cash during the 
pandemic. The majority of platforms experienced a slowdown in volumes but remain optimistic. 
They continue to look for opportunities to build up in markets they are already in.

• Valuation of GI practices depends on several factors, including size, quality of management, 
portfolio of services, profitability, geographic locations, and strategic fit for the acquirer. The recent 
slowdown and decrease in revenue have caused a valuation gap between buyers and sellers. Pre-
Covid volumes, ramp up after “stay-at-home” orders and some purchase contract clauses such as 
Earnouts, are being considered to close valuation gaps.

• ASC’s role in physically separating infectious patients from those who are not infected, their ability 
to generate consistent, distributable cash flows, and their contribution to lowering the cost of care 
will allow ASCs to remain attractive targets for acquisition.

Implications for Gastroenterology Practice Owners

• Currently, buyers are looking for practices with the following characteristics:

• Well established and strong medical practices.

• Good infrastructure. ASCs are of interest.

• Stable or increasing streams of revenue and profitability.

• Owner(s) willing to continue practicing after the transaction is closed and help expand the business.

• Some investors offer the sellers to remain with a minority stake in the business practice. For ASC’s 
investors, mostly buy 51%, but are open to minority stakes. 

Advantages in Selling a Gastroenterology Practice to an Investor

There are several advantages for the selling owners. Among these, we have:

• Obtain liquidity by selling all or part of their practice.

• De-risk personal positions (no longer need to guarantee loans to grow and operate with their 
personal property).

• Continue in the business, doing what they excel at (mostly clinical part), and leave the back-office 
work for others. Thus, the owner spends more time on revenue generation.

• Access to capital to grow via other practices acquisition or by opening up new locations.

• Get back-office support - controllership, billing, collections, payroll, reporting, HR activities (e.g. 
recruiting, HHRR management), marketing, customer service, IT systems and compliance, and

• Access to Best Practices through collaboration within the Platform.

Thinking  About Selling  Your Practice?

If you are thinking about selling your practice and wish to know about potential deal terms, times to  
closing, what the sale process entails, and other details, we would like to speak to you. Please call us 
or e-mail us.

This newsletter is for the recipient private information only. This material is for general information only and should not be read as containing advice or 
recommendations. Any person should consider whether the information is appropriate to their needs or seek advice before making a decision based on this 
information. The material is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied 
upon as such. Opinions expressed are our current opinions as of the date appearing on this material only. No part of this material may be (i) copied or 
photocopied or (ii) redistributed without Mergium Advisor’s prior written consent.

All securities are offered through StillPoint Capital LLC, Member FINRA, Member SIPC.
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