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The Benefit In B Corps
In Vivo Explores B Corp Strategy And The Example Of Chiesi Farmaceutica 

Executive Summary
Privately held Chiesi Farmaceutica, a global health 
care and biopharmaceuticals firm headquartered 
in Italy, became a certified B Corporation in 2019. 
The B Corp impact assessment framework helped 
Chiesi demonstrate its mission of becoming a 
“double purpose” business, one that executes on 
business objectives but also works to protect the 
environment and promote social justice. Will other 
companies follow suit? 

 

In 2016, Italy became the second country, 
following the US, to recognize a new legal 
status for the “benefit corporation,” or “società 
benefit” in Italian. Benefit corporations, or B 
Corps, are for-profit organizations committed to 
balancing the profit motive with positive societal 
impact, beyond company walls. B Corps are not 
the only organizations that strive to improve 
environmental, social and governance (ESG) 
issues, of course – trillions of dollars in assets 
are tied to the corporate ESG agenda, a figure 
that’s expected to rise as a younger generation of 

investors enters the market.

B Corps are distinct from traditional companies 
with ESG programs in two key ways: by legal 
status, and by reporting requirements. B Corps 
can also be certified as such, by the non-profit 
B Lab organization, or they can become benefit 
corporations without a certification (see Exhibit 
1). For a company that wants to enshrine a 
social mission within its legal structure, one that 
can hold regardless of management changes, 
acquisition or a public stock offering, B Corp 
status can provide a degree of freedom from the 
drive to maximize a company’s value, potentially 
at a cost to its social mission. While US corporate 
law does not require an organization’s leadership 
to maximize shareholder value in terms of 
sheer bottom line, there is often pressure to do 
so; B Corp legal status makes an organization 
accountable to all “stakeholders,” an intentionally 
broad term that includes internal workforces and 
external communities impacted by a business’s 
operations, environmental and social. In doing so, 
B Corps have more leeway to pursue both profit 
and social mission.
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Exhibit 1. Differences Between Benefit Corporations And Certified B Corps

Source: B Lab
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To become a certified B Corp, companies 
must submit performance records as part of 
the B Impact Assessment, administered by B 
Lab. Different assessment tracks are available 
according to industry sector, company size and 
location. The assessment measures business 
impact on workers, the community, the 
environment, and importantly, suppliers and 
other partners. Companies seeking certification 
must score at least 80 points on the assessment, 
out of 200 possible points.

The B Impact Assessment process was 
enlightening for Chiesi Group, and helped the 
company identify areas in need of improvement, 
said Cecilia Plicco, shared value and sustainability, 
and Chiesi Foundation program manager, in an 
interview with In Vivo. It took Chiesi over a year to 
work toward those performance improvements, 
prior to certification. But the B Impact Assessment 
was appealing because it went beyond other, 
more vertical tools used for company assessment, 
said Plicco. It allowed Chiesi to measure itself “at 
360 degrees, from an economic perspective but 
also from a social and environmental perspective. 
And it provided insight for how to continue to 
improve going forward – we measure ourselves 
against the [B Impact Assessment] standard on 
an annual basis.” B Corps must be recertified 
every three years, against an evolving standard. 
B Lab is currently reviewing B Corp certification 
performance requirements.

Value Of B Corps
B Corps do not receive government financial 
incentives, such as tax credits or benefits, for 
becoming certified. In the US, B Corps must 
still elect to be taxed as a traditional C Corp, 
or as a “pass-through” S Corp. But there are 
other benefits, beyond the aforementioned 
freedom to balance a company’s bottom line 
with its social mission. These benefits include 
expanded stockholder rights to hold a company 

accountable to sustainability or societal goals; 
talent acquisition, particularly with regard to 
millennial workers seeking employment with 
socially conscious companies; protection of 
an organization’s social mission following an 
acquisition or IPO; and increased access to private 
investment capital, based on the idea that a stable 
mission can create greater value in the long-term, 
according to a recent presentation from Grant 
Maynard, managing principal at Enterprise Legal 
Studio, a boutique corporate and commercial law 
practice.

Is that enough to attract investors to B Corps? 
“I think the younger generation has definitely 
expressed an interest in using capital tools to 
promote social goals,” said Les Funtleyder, health 
care portfolio manager at E Squared Capital 
Management, a fund that invests in public and 
private companies. “If you look at the growth 
of [stock trading] platforms like Robinhood and 
others, which are driven by younger investors, 
they are becoming a force to reckon with,” 
said Funtleyder, a sentiment underscored by 
the recent run on GameStop shares in the US, 
fomented largely by young retail investors and 
social media activism.

Plicco emphasized the utility of the B Impact 
Assessment as a tool for improvement and 
noted the reputational benefit. “If you present 
yourself as a B Corp certified company, and 
then you explain what’s behind it, you can really 
strengthen your reputation as a sustainability-
minded company,” she said. At Chiesi, employee 
retention is also an important benefit, said Plicco. 
“I think [B Corp status] can really become an asset 
for Chiesi in terms of attracting younger talent, 
but also retaining talent. What is still missing, 
however, is the awareness by the general public 
and by different stakeholders about what this 
certification really means.”
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Engaging Partners
For Chiesi, the most challenging aspect of B Corp 
certification related to supplier engagement, said 
Plicco. “The [B Impact Assessment] is precise and 
specific in asking about different actions and how 
you as a company engage with your suppliers 
in your journey. Chiesi has a supply chain with 
suppliers all over the world, and this was one of 
the areas where we said, ‘Oh wow, we really have 
to work on these topics.’”

The company’s global procurement function 
incorporated the B Corp supplier objectives and 
worked through them, leading the publication of 
a “code of interdependence,” or a supplier code 
of conduct, said Plicco. The code is intended to 
help Chiesi’s suppliers understand that “every 
decision you make is interconnected and can have 
an impact on other actors and stakeholders. Our 
plan is to engage all of our supply chain partners 
with this code, which we’ve translated into the 
languages of our Chiesi affiliates,” Plicco said.

On the environment, Plicco says Chiesi was 
compliant with relevant laws prior to B Corp 
certification, but the B Impact Assessment helped 
the company rethink environmental impact. “We 
started to develop a different kind of attention to 
our environmental impact – across production, 
R&D and commercial activities – but also inside of 
our offices, and with regard to individual behavior 
as Chiesi employees. It was a change in how we 
approach our environmental strategy; it gave us a 
more thorough view.”

Nativa, the B Lab country representative in Italy, 
offered crucial support to Chiesi in its mission to 
become a certified B Corp, said Plicco. “We started 
out by ourselves, trying to measure and conduct 
an assessment in Italy, but it was too complex. We 
asked for support from Nativa, and without their 
support, I think we would have still arrived at B 
Corp certification, but not in one year.”

Sustainable Development Goals
The United Nations (UN) 17 sustainable 
development goals (SDGs), adopted by UN 
member countries in 2015, provided Chiesi with 
a set of standards and points of reference, in 
contemplating B Corp certification. Plicco said 
that Chiesi ended up with a strategic plan that 
integrated B Corp certification requirements with 
targets related nine of the 17 SDGs, with specific 
targets the company deemed most suitable to 
what Chiesi could contribute. In 2020, Chiesi opted 
to try out the SDG Action Manager, a tool created 
through a collaboration between B Lab and the 
UN Global Compact, as a way to reassess and 
confirm which SDGs offered the most appropriate 
targets.

“We used [the SDG Action Manager] to measure 
ourselves toward all 17 of the SDGs, not only just 
the nine that we’d chosen, to see if the choices 
were correct,” said Plicco. “We found that the 
contribution we gave to SDG number 3 – Good 
Health and Well-Being – is the most relevant 
one for us. We also discovered that number 16 
– Peace, Justice and Strong Institutions – is very 
relevant for us, particularly the importance of 
strong institutions” for companies operating in 
a highly regulated environment. “The nine SDGs 
were really important for our internal planning, 

Nine UN SDGs Adopted by Chiesi
#3: Good Health and Well-Being

#8: Decent Work and Economic Growth

#9: Industry, Innovation and Infrastruction

#10: Reduced Inequalities

#12:  Responsible Consumption and 
Production

#13: Climate Action

#15: Life on Land

#16: Peace, Justice and Strong Institutions

#17: Partnerships for the Goals
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to define our objectives, our actions and our 
strategy. All of the SDGs, in the end, are relevant, 
and we have the belief.” As B Lab works to update 
its certification requirements this year, it is 
possible that the UN’s SDGs will become a part of 
the assessment.

Very few publicly traded companies have become 
certified B Corporations, but the numbers are 

growing. However, several large corporations, 
including Procter & Gamble, Coca-Cola, Gap 
and Nestle, own certified B Corp subsidiaries. 
As more industries take action on societal and 
environmental issues, B Corps may become 
another feasible option for companies looking for 
ways to set concrete goals, and measure progress 
toward them.
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Are SPACs Good Or Bad For Biopharma?

Executive Summary
Special Purpose Acquisition Companies (SPACs) 
homed in on the biopharma industry in 2020, 
providing biotech companies with a faster and 
looser route to the public market. Is there a 
downside?

 

To SPAC or not to SPAC? It is a question 
increasingly asked of promising, privately owned 
biotechs, as health care investment groups, hedge 
fund managers, former CEOs, financial gurus and 
celebrities rushed to bring a record number of 
SPACs into the public markets last year.

When SPACs go public, the money raised goes 
into a trust to be used for the acquisition of a 
target company – a company which then becomes 
public itself as a condition of the merger. Last 
year, the average amount of dollars put into trusts 
by SPACs following an IPO was $400m, up from 
$200m in 2016, across all industries, according to 
a McKinsey report. Traditional biotech IPOs raised 
an average of $193m in 2020, by comparison.

The growth in the number of SPACs going 
public, and in the investment dollars they have 
been able to generate, bodes well for the deals 
market and suggests an overall confidence in the 
public markets. For biotech owners that need 
to raise funds quickly and want to minimize the 
uncertainty of public market conditions, SPACs 
may be an appealing option, since a company’s 
valuation is negotiated with a SPAC’s sponsors 
prior to a transaction.   

However, biotech companies aiming to accelerate 
the path to a public offering need to make sure 
they are not moving too fast. Strong corporate 
governance, financial accounting and general 
public company readiness is critical for public 
companies to succeed; because the traditional IPO 
process is longer and more regulated, mistakes or 
shortcomings can be more readily identified and 

addressed. But a SPAC led by sponsors with deep 
industry knowledge and experience in company 
leadership can mitigate that risk.

Not all SPACs have the same level of expertise 
and experience, however. A celebrity or otherwise 
famous personality might be able to successfully 
access large sums of capital investment – 
including retail investor dollars, which are 
increasingly flowing into SPACs. Could you blame 
a die-hard Orlando Magic fan for investing in a 
SPAC sponsored by former professional basketball 
player Shaquille O’Neal, or an advocate of space 
exploration investing in a SPAC sponsored by 
former US astronaut Scott Kelly? That is not to say 
O’Neal and Kelly’s SPACs will not succeed: O’Neal 
for example may simply provide the SPAC with an 
effective marketing and publicity edge, while his 
former Disney executive partners focus on target 
selection.  

Retail investment in SPACs has also spiked, and 
it is easy to envision someone like Elon Musk, 
CEO of Tesla, Inc. and co-founder and CEO of 
SpaceX, raising millions among his cult-like social 
media following. Incidentally, Musk – who recently 
purchased, through Tesla, $1.5bn in bitcoin – has 
“strongly advised” caution to his Twitter followers 
regarding SPAC investments.

What’s The Downside?
Once a SPAC goes public, the clock starts for 
finding a target acquisition; SPACs typically have 
around two years to acquire a company, or they 
must return investment dollars. Without the right 
expertise, a SPAC could rush to bring a company 
public that is not ready. All it might take to shake 
up the biotech SPAC boom is a single instance of 
financial chicanery, overblown revenue or asset 
projections, or a bad company actor paired with 
inadequate oversight. As Pfizer CEO Albert Bourla 
recently said at the Columbia Business School 
Healthcare Conference, “Reputation is earned in 
drops, but you can lose it in buckets.”
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So far, biotech SPACs are largely sponsored by 
experienced financial investors or industry experts 
with strong track records. They will likely continue 
to be a useful option for biotech and medtech 
companies seeking public investment. But, of 
course, they certainly are not the only option; 
selling to a large, publicly held pharmaceutical 
company for example provides the substantial 
benefit of a global sales network and market 

access expertise, in addition to numerous areas of 
support in product development and regulatory 
submission.
For SPACs to work, the key is in matching the 
right biotech with the right SPAC sponsors, and 
ensuring that the larger investment community 
is primed for the deal. For now, there is enough 
innovation out there to go around. 
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Pandemic Leaves Medtech With $500bn In M&A Firepower

Executive Summary
EY’s M&A Firepower report predicts very active 
M&A activity for medtechs in 2021, driven by 
diagnostics and digital health, but with some 
headwinds remaining.

 

Despite a challenging year with many COVID-19-
related interruptions, medtech companies’ deal-
making “firepower” is at an all-time high, which 
positions the sector well for a very active mergers 
and acquisitions market in 2021, according to EY’s  
recent M&A Firepower report.  

In spite of many procedures getting postponed 
due to COVID-19 in 2020, medtech’s firepower, 

which EY defines as a company’s ability to do 
M&A based on its market capitalization, cash 
balance and debt capacity, is up 13% from 2019 to 
nearly $500bn, an all-time high for the sector. EY 
research suggests that the majority of medtechs 
have significant growth gaps and will be looking at 
M&A to close that gap.

“We believe 2020 was an impressive year 
for medtech, in spite of procedures getting 
postponed, as M&A firepower approached a 
historical high for the industry of nearly $500bn,” 
said John Babitt, EY’s Americas medtech leader. 
At the same time, the pandemic has led to a 
widening of medtechs’ growth gap, which is the 
difference in a company’s sales growth relative to 
market growth overall.

Exhibit 1. Medtech Growth Gap

Notes: Growth gap calculated as of 30 November 2020. Number of companies 
with a growth gap listed for each period. 

Source: EY, Capital IQ, Evaluate Pharma, IQVIA.
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In 2019, the total growth gap of the 17 companies 
that had a growth gap was $20bn. In the year 
through 30 November 2020, this had increased 
to 18 companies with a total growth gap of $29bn 
(see Exhibit 1). Babitt expects that companies will 
be using their firepower to reduce that gap “on 
the backside of COVID.” 

 “In 2021, as businesses begin to normalize and 
accelerate out of some of that interruption that 
they saw in 2020, we think there’s the prevailing 
thought amongst CEOs and CFOs that they really 
want to double down as they’re coming out of 
COVID [and look at] this inorganic component of 
their growth,” he said.

However, he also pointed to barriers, such as 
the recent active and frothy initial public offering 

market and the growing trend of special-purpose 
acquisition corporations (SPACs), but he expects 
that the deployment of vaccines earlier in the 
year could set up 2021 to be very active for M&A 
activity.

After a record year in 2019, medtech revenue fell 
5% through 30 June 2020, EY reported in its Pulse 
of the industry report in October. Companies that 
focus on elective procedures saw the greatest 
impact as patients stayed away from hospitals 
where the pandemic dominated clinical priorities.

Meanwhile, completed M&A deal value dropped 
from $46bn in 2019 to $31bn in 2020 with many 
companies focusing on preserving cash and 
funding R&D rather than M&A spending (see 
Exhibit 2). 

Exhibit 2. Medtech M&A

Notes: Only deals with publicly disclosed values were included. Deal numbers do not include Teladoc’s acquisition 
of Livongo Health, because Teladoc is not considered a medtech incumbent. 

Source: EY, Capital IQ and Informa’s Biomedtracker. 
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In 2020, medtech companies saw a 21% rise in 
debt financing and follow-on financing also rose 
by 266%, the highest level at any point in the last 
decade. A record 18 companies raised $500m or 
more, with Thermo Fisher Scientific accounting for 
$9.2bn of the total, EY reported in October.

Both debt and follow-on fundraising was driven by 
medtech’s biggest players rather than the smaller 
companies. And while the bigger players were left 
with significant cash reserves, the lackluster IPO 
and venture capital fund-raising channels in the 
first half of 2020 was challenging for early-stage 
companies reliant on these financing options. 
EY’s Firepower report showed that 57% of 2020 
VC investment funded late-stage companies and 
year-on-year volume of medtech IPOs was down 
64% in 2020.

Babitt said that given the economic uncertainties, 
it remains to be seen whether companies will 
use their financial firepower for M&A or remain 
on the sidelines. However, he expects that the 
“availability of that firepower will find its way 
disproportionately toward M&A in 2021.”

There is already some evidence of M&A activity 
and some opportunistic acquisitions as well. 
Babitt pointed to the recent $400m deal 
between Integra Lifesciences Holdings Corp. to 
buy regenerative medicine company ACell Inc., 
which is expected to close in the first quarter 
of 2021. This comes after ACell withdrew its 
plans for an IPO in July. (Also see “Integra Adds 
ACell’s Regenerative Tech As It Dumps Extremity 
Orthopedics” - Medtech Insight, 17 Dec, 2020.)

Diagnostics, Digital Health Will Drive Growth
Diagnostics will continue to see the most activity 
in deal-making, EY predicted.

“That’s going to be a growth driver,” Babitt said. 
“There are quite a few people who think that 
diagnostics will be a one-time phenomenon.” 
But Babitt expects that the accelerated adoption 
of digital health during the pandemic such as 
delivering care into the home, remote monitoring 
and rising demand for quick diagnostic testing will 

become permanent. He pointed to Exact Sciences 
Corp.  as one of the companies that is moving 
point-of-care into the home. Exact Sciences in 
October announced a $2.15bn deal to acquire 
Thrive Earlier Detection Corp., which developed 
CancerSeek, a blood test to detect multiple types 
of cancer. (Also see “Exact Goes All-In On Multi-
Cancer Screening With $2.15Bn For Thrive; $410M 
For Base Genomics” - Medtech Insight, 28 Oct, 
2020.)

Companies such as Quidel Corporation that 
develop rapid diagnostic testing solutions to 
detect SARS-CoV-2 will also continue to be in high 
demand. Babitt said as people engage in more 
travel and meetings in the second half of 2021, 
there will be the expectation for quick diagnostic 
testing for the coronavirus before people are 
willing to sit in tight quarters with others. “We 
think that is a permanent change, at least for the 
foreseeable future,” he said.

He also expects more consolidation around digital 
analytics, pointing to last year’s $18.5bn megadeal 
between Teladoc Health, Inc. and digital disease 
management company Livongo Health, Inc.. (Also 
see “HLTH 2020: Teladoc And Livongo Say Clients, 
Doctors Excited About Merger, Cross-Selling Deal 
With Florida Blue” - Medtech Insight, 13 Oct, 2020.)

“As these health care IT platforms are gaining 
acceptance and the ability to really scale those 
… we expect to see decent consolidation in that 
space,” he said. “You will see an interesting mix of 
acquirers – I think we’ll see technology companies, 
I think we’ll see payers … and more deal-making 
across medtech as well.”

He also noted that the “product play” should 
also not be overlooked, pointing to the $525m 
deal between Teleflex and Z-Medica, LLC, which 
was completed on 28 December. The addition 
of Z-Medica’s hemorrhage-control devices to 
Teleflex’s diverse product portfolio will add $60-
$70m to Teleflex’s annual revenue. (Also see 
“Teleflex Adds Hemostatic Products With $525M 
Acquisition Of Z-Medica” - Medtech Insight, 4 Jan, 
2021.)
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Babitt said he’ll be watching where medtech 
companies will allocate their capital in 2021, 
noting that he’ll plan to pose that question to 
companies during an upcoming panel.

“’If you only have the ability to do so many billion 
dollars in deals, how do you divvy that up between 
data and analytics and AI and products?’” he said. 
“Quite frankly they need to do both … as we go 
into 2021, it is an interesting time to reflect on 
how companies are viewing allocating capital to 
each of those verticals – I think it’s a fascinating 
question.”

Headwinds To M&A
With the global flare-up of COVID cases, he 
expects that the fourth quarter in 2020 will look 
very similar to the first quarter in 2020 when 
many elective procedures were put on hold to 
make room for COVID-19 patients in hospitals.

“Everybody so far has been able to weather 
the storm in the fourth quarter,” he noted. The 
consensus is that the second quarter in 2021 will 
see improvements with the expectation of some 
type of normalcy in the third quarter of this year. 
But he said there is certainly uncertainty about 
how COVID-19 in its current state will disrupt 
M&A.

Another headwind to M&A is IPOs, which 
rebounded in the second half of 2020 with 
“spectacular valuations.” And Babitt expects that 
trend to continue in 2021.

“There are 34 SPACs that are targeted for health 
care (broadly) and need to find a home and some 
of them will find a home in medtech,” he said.

There are certain benefits of doing SPACs versus 
an IPO. SPACs are corporate shells formed to 
pursue deals. After the shell company finds a 
merger target, the acquired company takes the 
SPAC’s stock-exchange listing, which enables it to 
sell shares to the public. Butterfly Network, Inc. 
chose the SPAC route with Longview Acquisition 
Corp. to scale its business into the home market 
in 2021. Butterfly’s Network’s CEO Laurent Faracci 
said in December, when the deal was announced, 
that IPOs are good, but they are about capital 
versus SPACs, which are about partnerships. (Also 
see “Butterfly Network’s CEO Sees Blank Check 
Deal As Path To ‘Democratize’ Portable Imaging 
Platform” - Medtech Insight, 1 Dec, 2020.)

“If you have very forward-looking technology or a 
forward-looking market, you can really articulate 
that story much easier in a SPAC vehicle than 
you can in a traditional IPO, which is heavily 
regulated and almost constrained about historical 
financials,” Babitt said. He noted that is what 
he hears investors articulate when asked about 
differences between a SPAC versus IPO.

Historically, medtech has returned more cash to 
shareholders via buybacks and dividends than it 
has doubling down on M&A, he said. But Babitt 
doesn’t foresee a lot of appetite for buybacks 
given the valuations of the large OEMs, noting that 
M&A will “have the larger level of pull here.”
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In Health Care You Don’t Become A Unicorn Overnight
Medtech Investor Tells Start-Ups To Not Be Exclusively Bound Up By The Coronavirus 
Crisis

Executive Summary
The pandemic has shaken up investor priorities 
and changed the outlook for health care start-ups 
– or has it? Nooman Haque managing director, 
life sciences and healthcare at Silicon Valley Bank, 
gives his view of what has changed over the past 
year, and looks at future trends.

 

COVID-19 has been royally able to wrong-foot and 
upset plans, leaving many people unsure of what 
lies ahead.

While investors and executives in the health care 
products industry have not remained untouched 
by the pandemic, they have not been as surprised 
as people might assume about the situation that 
global economies now find themselves in, with the 
second or even third waves of coronavirus in full 
flow.

That it how Nooman Haque, managing director, 
life sciences and healthcare at Silicon Valley 
Bank (SVB), has viewed the 11 months since 
the pandemic put a stop to normal social and 
economic routines.

Investors in medtech and health care have a 
strong understanding of disease, its progression 
and consequences. Not at the level of clinically 
trained professionals, but their experience 
has taught them to take the longer view. They 
understand pandemics, and the realities of 
lockdowns, and are not thrown off course by each 
new excitable op-ed that appears in the daily 
press.

Curate’s Egg In Series A
That is one reason why the health care sector has 

been resilient, operationally as well as financially, 
during COVID, said Haque.

In spite of investors’ ongoing inability to engage 
with clients via face to face contact  � an aspect of 
the business that investors take much pride in – 
there has been “a striking increase in the number 
of series A deals done,” and new investors coming 
into companies for the first time.

SVB’s latest annual update on health care 
investments and exits shows that series A deals 
in biopharma in 2020 increased significantly 
versus 2019, and median deal size was up by 30% 
at $13m. European series A investment almost 
doubled to $1.1bn in 2020.

In healthtech, series A deal volume declined 
6%, but series A funding value increased 14% 
versus 2019. In medtech, US series A deals and 
dollars declined, as most investment was focused 
on later-stage clinical and commercialized 
investments. Haque predicted that medtech series 
A deals will bounce back in 2021. 

“If there was going to be any type of hit in such a 
relationship-driven business, that’s where I would 
have expected it. In fact, the opposite has been 
the case,” said Haque.

Device investment overall was up in 2020, the US 
and Europe combined recording 316 deals with 
an aggregate value of $5.4bn, of which the US 
accounted for $4.8bn and Europe $569m.

Public Confidence In Health Care Grows During 
Pandemic
The sector has adapted well to business life under 
lockdown, as seen most recently in the JP Morgan 
event. Different to usual  �  and like so many other 
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events held virtually – it was no less a business 
event for that.

There have been unexpected upsides from 
the pandemic. Although the sector would have 
preferred a different type of spotlight, health 
care innovation has dominated the headlines for 
almost a year. “That’s very good for a number 
of reasons,” said Haque. It allows policy to be 
focused where it is needed: on public health. That 
approach has resonated with the public, he said.

The COVID vaccine breakthroughs are another 
reason for increasing levels of confidence in 
the sector generally. But this has been no great 
surprise to Haque. “People I’ve spoken to on 
the UK government’s Vaccines Taskforce or at 
companies developing vaccines always conveyed 
a high degree of confidence that there was a 
solution to COVID-19.”

Fears that medtech as an industrial sector would 
be hit strongly by the pandemic, compared with 
other sectors, were not realized on a large scale; 
data from the US showed there was an initial dip 
in medtech activity, but also that levels of activity 
returned fairly quickly.

From a capital perspective, even during that brief 
time when the long term effect of COVID-19 on 
medtech businesses could not be predicted, 
investors remained supportive, Haque observed. 
That was true even after companies admitted that 
their plans, including elements like clinical trials, 
would be delayed.

As hospitals reached their capacity limits under 
COVID-19, some parts of the industry did suffer 
short-term impacts. “But that does not necessarily 
affect the fundamental premise of a particular 
investment or business,” said Haque. People who 
needed treatment before the pandemic will still 
need their treatment after it is over, he reasoned.

“There may be a financial impact and potential 
cash shortfalls, but there is a lot of liquidity in the 
sector.”

There has been a lot of talk about what the 
post-COVID world will look like. Much attention 
has been given to the advantages of remote 
consultations, but there are other knock-on effects 
for the wider industry. Businesses that in pre-
pandemic times had valid product propositions, 
in home dialysis to take one example, but had 
struggled to put over their value in a traditional 
health care setting, will, post-pandemic, find 
greater resonance for certain innovations, Haque 
predicted.

“If part of your proposition involves patients not 
needing to travel to a medical center, then it 
makes sense, COVID or no COVID.” Care delivered 
in the home and associated digital offerings will 
only gain in importance, given the momentum 
from the events of 2020.

But not everything will need to be software 
related to succeed. A lot of medtech can only be 
delivered within a clinical setting, and there will 
always be a strong stream of medtech business-
as-usual innovation in many traditional areas, 
Haque stressed.

Legacy Of COVID
“There are two big macro things to come out 
COVID. One is a renewed focus on public health 
as a driver of individual health; and the other, 
on the commercial investment side, is that non-
traditional health care investors have started to 
look at the healthtech sector with seriousness.”

The latter is part of a larger trend that has been 
happening in healthtech and digital. Traditional 
software investors are familiar with the nature of 
medical technology and their underlying business 
models have sought to make rapid inroads 
into the sector. But they often lack the domain 
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expertise in understanding how to commercialize 
in the health care sector. “You don’t become a 
unicorn overnight,” said Haque.

The drive to open medtech up to non-traditional 
health care investors was also championed at 
government level during the early stages of the 
pandemic. The UK set up a “future fund,” under 
which the government would issue convertible 
loans to a company if its investment was 
matched by private investors. Non-traditional 
investors were encouraged by the government’s 
preparedness to derisk investments.

Medtech can seem a daunting sector to invest in, 
but the “soft infrastructure” of insight and analysis 
can help in investment decision makings, said 
Haque. “Sound business sense, a good network, a 
positive, healthy scepticism and due diligence on 
an investment are the tools needed.” People are 
willing to invest if they can see what returns they 
can get.

The spread of new venture investors in medtech 
identified by SVB include USVP, Tech Coast Angels 
and HBM. New medtech-focused funds include 
ShangbayCapital, AMED, Vensana, Sonder and 
Treo Ventures. Mayo Clinic, Rex Health Ventures, 
Mount Sinai and LifeSci were new medtech 
investors on the corporate side in 2020.

Bright Spots For Investment In 2021
Health care is a slow moving industry, Haque 
insisted. Even if lives have been turned upside 
down by the pandemic, the impact of medtech 
is the same. “What we have is an industry with 
a long term trend that’s pretty stable.” It is not 
immune to occasional excitable episodes related 
to new products, and no doubt COVID will be 
looked back on as having had a major impact 
on remote monitoring uptake and public health 
related investment.

Haque expressed caution over such blips, be they 
positive or negative. “I’m always guarded about 
how much entrepreneurs should focus on current 
events,” he said, stressing that fundraising is 
usually a six to nine month process. For instance, 
if a company leads on a COVID relevant product 
after people have been vaccinated, that product 
might not resonate with investors.

“We should look at COVID as a push, as a bit of the 
icing on the investment proposition, rather than 
being the fundamental driver of it.”

He continued, “Say a company is developing a 
COVID product thinking it will be a unicorn. They 
should be really asking if people will pay for it?” 
Haque thinks that the sector will start to see more 
products related to COVID � but not necessarily 
directly related � in areas such as remote learning.

The Device Investment Picture In 2020
A glance at the 2020 device investment patterns 
described in SVB’s report reveals that neurology 
and non-invasive monitoring (NIM) investment 
almost doubled compared with 2019. The two 
largest device deals of 2020 (Element Science and 
Preventice Solutions) were both wearable NIM 
solutions for cardiovascular outpatients.

Imaging and cardiovascular investment 
increased, the top imaging deals focusing on 
imaging workflow (Avail and Exo) and quality 
(Ionetix, Lumitron and G-ray). There were 
seven $30m+ deals in neurology, three of them 
(Relievant, NeuroPace and SetPointMedical) 
raising significantly more than $100m in total VC 
investment.

Three deals raised late-stage mezzanine funding 
rounds prior to going public in 2020: Outset 
Medical ($125m series E), Pulmonx ($83m series 
G) and Eargo ($82m series E), SVB states in its 
report.
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Start-Ups: Changing Behaviors?
As the whole of society has had to change 
behavior in the past year, so too have start-ups 
pitching for investment. The lockdowns meant 
the need for screen based meetings, initially a 
blessing, and still very much so, but Haque is not 
the first and won’t be the last to say that remote 
meetings carry a fatigue factor.

The requirement to sit through laptop or mobile 
phone presentations, often of many pages of 
science before a start-up reaches the point, 
while necessary, can be exhausting, he admitted. 
Presentations can happen multiple times a day. 
By contrast, in-person presentations are more 
natural, the parties around the table being able to 
exhibit full three-dimensional body language and 
animation during the pitch.

Differentiation is key. “We’ve advised early stage 
companies to use a degree of empathy and avoid 
the blandness and the monotone approach of the 
typical TED talk,” said Haque. Being memorable 
using that medium is hard, but differentiated 
approaches could pay dividends.

China Opportunities Taking Shape
SVB’s 2021 annual report has for the first time 
separated out China, which is becoming more 
important as a global source of VC. China is new, 
but growing, said Haque, and is firmly one of 
three global areas for VC and investment in early 
stage companies, alongside the US and Europe. 
Japan is less obvious as a center for early stage VC, 
as its investment in innovation is channelled more 
through public health, partnerships and large 
pharma.

China is an ecosystem that supports early stage 
companies, but working with and in China requires 
some adjustment. “There will always be cultural 
barriers to investing in China,” said Haque, 
including in methods of communication, China 
more or less avoiding the use of email, for instance.

Over the last two years, 6% of device deals 
included China-headquartered investors in their 
syndicate, and these deals captured 13% of device 
funding during that time.

In 2020, there were more deals and more funding 
in every major China device segment, except 
orthopedic devices, where eight deals were 
closed, three fewer than in 2019. But orthopedic 
funding volume was up threefold, at $129m. The 
cardiovascular segment saw the biggest jump, 
with 25 deals and $559m investment. Imaging 
showed modest growth in deals and investment 
value, while in surgical devices, the deal value 
increased over six-fold to $521m.

Total device funding (private financings by 
venture-backed companies in mainland China and 
Hong Kong) in 2020 totaled $1.6bn

Chinese investors tend to participate in Series B, 
or after, deals. Local firms GT Healthcare and Ally 
Bridge, and Qiming USA, a US-headquartered fund 
with a China affiliate, were very active in 2020.

In health care overall, China closed 395 health 
care deals for a record $12.1bn in 2020; Europe 
closed 377 deals for a total of $8.2bn; and US deal 
funding was over $42bn.

IPOs And M&A
SVB’s report counted 11 medtech IPOs in 2020. 
This healthy number would have been influenced 
by the wider macro environment – as the capital 
markets always are – and specifically the range of 
fiscal and monetary support policies put in place 
around the globe essentially to keep interest rates 
down. Medtech IPOs and private M&A will remain 
stable in 2021, Haque predicted.

The money has to go somewhere, he explained, 
and health care as an investment option during 
the pandemic would have been regarded as more 
attractive than, say, travel and hotels.
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And there has also been a drive away from 
investing in cash, with the current zero or low 
interest rates. Moreover, health care is non-
cyclical and non-correlated with the economy. The 
pandemic made it look an even safer option in 
that respect.

How long that sentiment persists will come 
down to confidence in the sector going forward 
and, essentially, investment returns.  Returns in 
medtech became harder about a decade ago, said 
Haque, recalling a time when selling suddenly 
became longer and harder, and trials more costly 
to run, due partly to health scares surrounding 
vaginal mesh, among others.

But a sense of proportion must prevail, not 
least because regulatory uncertainty damages 
confidence and deters investors. “Harder” does 
not equate to “failure.” Haque stressed: “In 
venture capital, everything is judged relative to 
everything else, and if not openly described as 
“good,” this should be taken to mean that it simply 
hasn’t been as good at driving returns other 
sectors have.”

Similarly, there might have been slightly fewer 
medtech M&A deals in 2020, but those that were 
done had very high valuations attached to them. 
Boston Scientific was uncharacteristically quiet, 
maybe as it considered 2020 was the right year 
to take a pause. On the other hand, Medtronic 
remained aggressive.

“It’s very difficult to look at behaviors last year and 
draw firm conclusions about what it means for  
companies going forward. It was a new situation 
and a new context for everyone,” said Haque.

It is similarly hard to say what effect Brexit has 
had on medtech investing patterns in the UK. 

One thing is sure: There are ever increasing 
pools of funds out there, said Haque. More of a 
Brexit-related concern might be the restriction on 
free movement of people from the EU, and the 
possible negative impact on talent acquisition at 
start-ups.

“Innovation thrives on diversity; it is essential 
to innovation,” said Haque. “We’re paying close 
attention to how easy or hard it is to get staff, be 
it in software, biotech or elsewhere.”  There has 
not been an impact yet, but as the SVB managing 
director observed, such things play out over years, 
rather than weeks and months.

2021 Outlook
For 2021, Haque underlined the assertion that 
device series A will bounce back again, when more 
medtech focused firms will be raising new funds. 
“There is more capital around, and the events 
of last year shook everything up again and drew 
attention to new areas of need. At the same time, 
investors have now become a bit more ‘savvy’.”

Most medtech will continue to focus on later-
stage, “mezzdeals” leading to near-term IPOs, 
Haque predicted. Medtech is a slow and steady 
industry, generally. “One reason why this sector 
is of interest is that it is very stable, and fairly 
predictable,” he said.

The biggest legacy of COVID-19 must be the way 
in which people, albeit compelled to, have been 
appraising their own health status, and have 
actively sought to engage with preventive health 
care. Health is a new topic of conversation among 
the public, who increasingly view health care from 
consumer, rather than patient, point of view. “That 
fills me with a lot of hope and positivity for the 
sector,” said Haque.
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