Ophthalmology Sector Thesis Strongly Intact

with Demand Build-up Amidst COVID-19
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Across the world, individuals are prioritizing human health and safety amidst the coronavirus
pandemic, but hope is starting to dawn as countries, like Germany and the Czech Repubilic,
begin easing restrictions. As the globe starts to look forward to a post COVID-19 era, the
compelling investment opportunity that has attracted investors to the ophthalmology
sector in the United States over the last few years maintains its appeal.

A number of factors contribute to the attractive opportunity for investors in the space, including:
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While ophthalmology practices have restricted their current in-person patient care to only the most serious cases, the
current COVID-19 situation does not affect the bright medium to long term prospects of the industry or the investment
thesis. In fact, smaller practices, underincreased pressure from the financial overhang imposed by the current stay home
orders, will be more likely to affiliate with larger groups post COVID-19. There will be more sellers among smaller practices
and more acquisition opportunities for platform operators.

Following the relaxing or lifting of stay-at-home orders over the next several weeks, ophthalmology groups will begin to
work through a wave of pent-up demand for services. For example, 9,000 or half of all ophthalmologists across the U.S,,
typically perform 3.8 million cataract surgeries a year, or 35 procedures a month. With cataract surgeries largely on pause
during the current stay-at-home orders, each of these cataract surgeons will, on average, enter the third quarter with a
backlog of more than 100 procedures—on top of their typical 35 surgeries per month.

Forecasting Cataract volumes through the cycle
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The surge in capacity to meet the pent up demand for ophthalmology appointments will coincide with the restoration of
more robust M&A deal activity—presenting private equity-backed ophthalmology groups and private equity investors
seeking new ophthalmology platforms the opportunity to rapidly expand through a combination of both platform and

tuck-in acquisitions.

VISION FOR THE FUTURE; M&A ACTIVITY TO ACCELERATE

The consolidation of ophthalmology practices in the U.S. will accelerate post-COVID-19. Smaller, sub-scale
ophthalmology groups will seek to monetize a portion of their practice and partner with large, well-capitalized groups
that have the infrastructure and scale to weather future crises like the current pandemic. Large independent groups that
have yet to bring on a new financial partner continue to represent attractive investment opportunities as the practice

management value proposition remains strong.
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long-term outlook.

Ophthalmology is still in the early innings of consolidation.
There are more than 18,000 ophthalmologists in the U.S.

and the majority are still in private practice, leaving ample
opportunity for M&A activity ahead.

Certain operating procedures will change post
pandemic. The pandemic has stress-tested large and
small ophthalmology practices, and groups are adopting
new processes and procedures to address post-pandemic
concerns such as staff and patient safety and patient care
logistics.

Planning for reopening practices and managing demand
surge. Operational adjustments related to the pandemic such
as closing practices or furloughing staff, have largely been
made—groups are now focused on planning for reopening and
dealing with the demand surge.

The dip in ophthalmology deal activity during COVID-19 will be brief in a sector that continues to provide a positive

Independent ophthalmology groups are open to creative deal
structures. Reduced availability of debt financing through the
pandemic will likely continue for some time. This dynamic has led
groups and investors to explore creative deal structures in the
current environment. For instance, with lenders less active amid
the pandemic, smaller ophthalmology groups have indicated an
openness to greater use of equity rollover structures and seller
financing to close deals in the current environment.

Telemedicine utilization will continue and expand post pandemic.
Many ophthalmology groups have adopted telemedicine with

rules relaxed through the pandemic, patient acceptance has grown
dramatically and payers are supportive. Rules are likely to re-

tighten somewhat post-COVID-19, however telemedicine provides
an additional area of opportunity for better clinical care (patient
assessments and post-operative evaluations) and practice growth.

For other perspectives, visit us at www.lincolninternational.com/perspectives.

Interested in learning more? Get to know Lincoln’s Healthcare professionals at www.lincolninternational.com/healthcare.
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