Title: Healthcare M&A Outlook: Q4 2025 and The Road Ahead to 2026

Brief overview of the article (50-60 words // 250-300 characters): After two years of recalibration
following the post-pandemic boom, dealmakers are navigating a landscape shaped by persistent
cost pressures, evolving regulation, and renewed interest in technology-enabled care.

Author(s) name(s) and respective email(s): Matthew M. Brohm // matt.brohm@agg.com

In addition, please classify your article according to the relevant Practice Group: M&A,
Restructuring & Insolvency

Article:

As 2025 draws to a close, the healthcare mergers and acquisitions (“M&A”) market remains active
but increasingly selective. After two years of recalibration following the post-pandemic boom,
dealmakers are navigating a landscape shaped by persistent cost pressures, evolving regulation,
and renewed interest in technology-enabled care.

While deal volume has softened compared with the highs of 2021-22, investor appetite for well-
positioned assets remains strong. Strategic buyers and private equity sponsors are focusing on
quality over quantity — emphasizing synergies, scalability, and innovation.

Five Key Trends Shaping Q4 2025

1.

Technology-Enabled Care and Data-Driven Delivery. Digital health remains a central
focus. M&A interest is strongest in platforms supporting Al-enabled diagnostics, clinical-
workflow automation, and remote patient monitoring. Strategic acquirers are pursuing
assets that integrate data, analytics, and care-management tools to improve outcomes
and reduce administrative burden. Legal diligence in these deals increasingly centers on
data ownership, interoperability, cybersecurity, and regulatory compliance under HIPAA
and emerging Al governance frameworks.

Distressed Deals. Persistent financial strain on smaller providers is driving divestitures
and restructuring-driven sales. Buyers with capital and operational sophistication are well-
positioned to acquire quality assets at attractive valuations. These deals often demand
heightened diligence around liabilities, change-of-control risks, and post-closing
integration.

Consolidation in Provider and Ancillary Services. Hospital systems are doubling down on
regional consolidation and diversification into ambulatory, behavioral, and specialty-care
models. Non-acute and outpatient care segments — particularly ambulatory surgery
centers (“ASCs”) and urgent-care networks — are seeing renewed interest due to lower
capital intensity and stronger margins relative to inpatient care.

Regulatory and Antitrust Scrutiny. Federal and state regulators continue to scrutinize
consolidation, even at mid-market levels. The FTC and DOJ remain active in reviewing
provider combinations and payor-provider integrations, with a growing focus on local
market share and data-use practices. Parties should anticipate longer timelines and
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broader information requests in second-request reviews and state attorney-general
oversight.

5. Financing Conditions and Structuring Flexibility. Although credit markets have improved
modestly, financing remains more expensive. Buyers are increasingly utilizing earn-outs,
seller financing, minority-stake deals, and joint ventures to bridge valuation gaps and
reduce upfront capital outlay. AGG has observed a continued emphasis on covenant
protection, contingent value rights, and exit flexibility.

Hot Subsectors to Watch

Certain verticals continue to attract outsized attention from both strategics and private equity
investors:

1. Behavioral Health: Demand remains robust, especially for outpatient and adolescent
services. Fragmentation creates opportunities for regional roll-ups, but regulatory diligence
around licensing and reimbursement remains critical.

2. ASCs: Lower-cost, higher-throughput care settings align with payer incentives. Expect
more joint-venture models between hospitals, physicians, and investors.

3. Home Health and Post-Acute Care: Growth in aging demographics and Medicare
Advantage penetration continues to fuel acquisitions of home-health and hospice
operators. Parties should monitor reimbursement-rate risk and evolving OIG enforcement
trends.

4. Al and Digital Health Platforms: Al-assisted diagnostics, predictive analytics, and digital-
therapeutic tools are high-value targets, but require careful IP, data-rights, and FDA-
regulatory diligence.

5. Revenue Cycle and Workforce Management Solutions: With ongoing margin pressure,
providers are investing in tech that automates billing, staffing, and compliance functions,
fueling deal activity in these sub-sectors.

Each of these areas combines steady demand fundamentals with structural inefficiencies — fertile
ground for strategic consolidation and innovation.

Outlook for 2026: Cautious Optimism

Heading into 2026, most analysts predict a measured rebound in healthcare deal volume. Lower
interest rates, gradual economic stabilization, and renewed confidence in earnings visibility should
support more active dealmaking, particularly in middle-market transactions.

Regulatory scrutiny will persist as a defining feature. Expect expanded FTC focus on “roll-up”
transactions, heightened disclosure requirements around physician compensation, and new
oversight in Al-driven clinical decision support. Internationally, foreign-investment review and data-
sovereignty rules may add new layers of complexity for cross-border deals.

Strategic Takeaways for Clients



For acquirers, investors, and operators, several priorities stand out:

1.

Lead with Strategy. Clearly articulate how each deal fits your long-term model — whether
geographic expansion, care-continuum integration, or technology acquisition.

Anticipate Regulatory Hurdles Early. Early engagement with legal counsel can prevent
delays and strengthen deal certainty.

Double-Down on Diligence. In addition to traditional compliance review, focus on data
governance, workforce risk, and IT integration readiness.

Design for Flexibility. Consider alternative structures (joint ventures, minority stakes,
earn-outs) that align incentives and mitigate financing constraints.

Prepare for Integration. Operational and regulatory integration issues — particularly payor
contracting and licensure — should be addressed as early as possible, even potentially at
the LOI stage.

Firms that approach M&A with discipline and a proactive regulatory lens will be best positioned to
capture value as the market regains momentum.

Conclusion

The healthcare M&A market is transitioning from recovery to reinvention. While capital remains
selective, strategic consolidation, digital transformation, and patient-centric models are driving
sustained deal activity. As 2025 closes and 2026 begins, opportunity favors the prepared — those
who combine strategic clarity, regulatory foresight, and integration excellence.

This means engaging legal counsel not just to execute deals, but to help shape them — aligning
business strategy with compliance, structure, and risk management from the outset.



