
Antares Capital’s Rich Davidson tells Private Debt 
Investor that healthcare will remain attractive for 
private debt lenders. He believes demographic 
trends, along with innovation in tech solutions and 
new delivery models, will provide opportunities for 
the market to grow
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An ageing population creates 
tailwinds for healthcare

Healthcare spending per capita rises with age

Healthcare spending is far higher for older 

populations – averaging $18,100 for 65-84-

year-olds in the US, and $35,000 for people 

aged over 85

Over 20 percent of the US population will be aged 

65 or older by 2049. And as the baby boomers 

move past retirement age, that generation is 

experiencing increased need for healthcare 

services – which creates significant tailwinds for 

the sector.
Source: Brookings, March 2020

Data is for 2014, adjusted to 2018 dollars using the GDP chain price index. Personal healthcare is a subset of total national health 

expenditures. Other components of national health expenditures include government administration, net cost of health insurance 

(the difference between the premiums paid for private health insurance and the amount paid for benefits), government public 

health activities, and investment in research and structures.

Personal healthcare spending per capita, by age group
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Private equity deals exploded 
in healthcare post-covid

Private equity deal values in life sciences reached record levels in 2021

A surge of private equity deals in healthcare 

created opportunities for private credit providers, 

although dealflow has contracted in 2022

Private credit investors have made the sector a key 

part of their portfolios, alongside business services 

and technology. Part of the reason why we like 

healthcare – we have over 125 middle market 

healthcare borrowers in North America in our 

portfolio – is the non-cyclical, defensive and non-

correlated nature of healthcare assets.

Source: Axios, March 2022
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Plenty of room for growth for 
PE in healthcare

Only a small fraction of dental service organisations are backed by PE

Some healthcare segments are only beginning to 

see significant consolidation – though many 

providers are realising the benefits of partnering 

with PE firms

The physician provider market remains in the early 

innings of consolidation. If we look at dentistry 

services, over 90 percent of practices are still 

unconsolidated. The pandemic has accelerated the 

consolidation trend, by highlighting the advantages 

of partnering with a well-capitalised partner.

Source: Harris Williams, Q2 2022
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Labour shortages pose a major 
challenge

US faces rising physician shortage as retirements increase

The number of healthcare workers has declined 

by 1% since the pandemic, despite rising demand

It’s been a challenge for the majority of our portfolio 

companies to attract talent. Part of the problem is 

burnout stemming from covid. Both physicians and 

nurses have accelerated their retirements and there’s 

only so many physicians that graduate from medical 

school each year.

Source: Mercer, US Healthcare Labour Market 2021

0

5,000

10,000

15,000

20,000

25,000

Retirement eligible
2021

Retirement eligible
2022

Retirement eligible
2023

Retirement eligible
2024

Retirement eligible
2026

N
u

m
b

e
r 

o
f 

p
h

ys
ic

ia
n

s
Family medicine physicians Obstetricians and gynecologists Pediatricians, general



Source: McKinsey, The gathering storm: The transformative impact of inflation on the healthcare sector, 2022

Inflation and clinical labour wage growth are significantly above baseline trends in 2022 and 2023 before 

returning to a lower rate of growth on this elevated baseline

Inflation exerts modest 
margin pressure

Healthcare firms face large cost increases in 2023

The non-discretionary nature of healthcare 

spending gives the industry some protection 

from macroeconomic conditions, but inflation 

poses a challenge

We do see modest margin pressure right now, given 

the wage inflationary environment across the 

economy. There’s a lag between costs going up, and 

the healthcare provider actually being able to pass 

on those costs to the payer. All of our companies are 

very growth minded, so inflation is having an impact 

on the costs of retaining employees and attracting 

new talent.
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Innovative care models help 
manage costs

With patients and care providers grappling with high 

costs, routine procedures are increasingly taking place 

outside acute care settings

There is a big focus on trying to control costs, 

given the ageing population. The pandemic has 

sped up the transition away from expensive 

acute and post-acute care settings to cheaper 

freestanding and non-acute sites, which is 

reducing the total cost of care. More surgical 

procedures are taking place in lower-cost 

settings such as ambulatory surgery centres.

Time saving for performing 
procedures at ambulatory surgery 
centres, instead of hospitals

Source: Munnich EL, Parente ST. Procedures take less time at ambulatory surgery 
centers, keeping costs down and ability to meet demand up. Health Aff 
(Millwood). 2014

Cost saving for performing 
procedures at ambulatory surgery 
centres, instead of hospitals
 
Source: United Health Group, September 2021

25%

59%



An aspect of healthcare we 
like is the innovation taking 
place in the sector. There’s 
been a lot of innovation in 
healthcare technology, as 
well as significant 
innovation in the delivery of 
care. From the pharma and 
R&D side, there have been 
many scientific 
breakthroughs over the past 
decade, as seen most 
notably in the development 
of a covid vaccine using 
mRNA technology, which is 
creating new opportunities 
for middle market 
companies in the space.

We expect the Affordable 
Care Act to remain in place. 
It has addressed many of 
the challenges of the 
individual insurance 
market. We believe it would 
be very difficult politically 
to terminate that and see 
around 4 percent of the 
population losing access to 
health insurance.



For more on our discussion with Antares Capital, check out the complete Q&A here.
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