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Executive summary

The US healthcare industry represents some $3.5 trillionl in annual spend and consists of
numerous stakeholders across a sprawling ecosystem of care and service providers catering
to the widespread demand for sustainable, high-quality healthcare.2 This complexity and
market opportunity have attracted myriad startups and other new entrants that are helping
to shape the future of the healthtech industry. This report provides an overview of the
technologies having an impact on consumer-driven healthcare and highlights emerging

opportunities for growth.

We define healthtech as technology-enabled healthcare products and services that are
primarily delivered and/or consumed outside of the hospital or physician’s o ce, one
exception being hospital and practice management software. Although the distinction

can sometimes be blurry, healthtech di ers from medical technology (medtech), which is
more focused on therapeutic technologies and medical devices intended to treat medical
issues as well as diagnhostic technologies used to detect medical conditions (i.e. in-hospital
care). Healthtech includes a wide-ranging suite of both B2C and B2B o erings, including
preventative and monitoring tools for consumers as well as analytic and administrative tools
for healthcare administrators and commercial healthcare organizations. It also includes
products that are enabling the burgeoning “healthcare at home” movement, which allows
patients more flexibility and convenience in how they manage personal care. These in-home

healthcare services include telemedicine, blood testing and genomics.

At the heart of the expanding healthtech industry is increasing recognition among

consumers and industry participants that traditional provider-based medicine is not

1: “2019 US and Global Health Care Industry Outlook: Shaping the Future,” Deloitte, Steve Burrill & Doug Beaudoin, 2019

keeping up with evolving demands for health and well-being services. This recognition is
evidenced in the rising cost of healthcare and the persistence of mediocre health outcomes.
The looming tsunami of baby boomers entering retirement is expected to tax the system
even further. These pressures have given rise to a new era of consumer-led healthcare,
where individuals are incentivized to accept greater responsibility for their own health and

to find ways to reduce personal healthcare expenses.

Further disrupting the status quo is the entrance of nontraditional providers to the
healthcare market. This includes convenience stores such as Walmart, CVS, Walgreens
and Target that are providing in-store clinics and healthtech tools that often provide
cheaper and more convenient care. Others such as Amazon, Apple, AT&T and Verizon are
relying on technology to devise new platforms for healthcare delivery that promise to alter
the customer experience. This includes a recently announced joint venture by Amazon,
Berkshire Hathaway and JPMorgan Chase to fundamentally change how healthcare is
structured, paid for and provided. Lastly, a growing focus on the merits of universal
healthcare and other regulatory mandates such as the A ordable Care Act present unique

challenges and opportunity within the current system.

Today, the VC ecosystem is a vital incubator for healthcare technologies with many VC-
backed firms developing tools and services to address the changing demands of the
industry. In 2019, VC funds invested $10.9 billion across 870 healthtech deals YTD. As the
healthcare industry continues to evolve, we expect healthtech will remain a robust segment

of the market with a long runway of growth ahead of it.

2: We use “practitioner” to refer to physicians and credentialed individuals. “Providers” include all clinics, physician groups, health maintenance organizations, hospitals, or other discreet healthcare services, such as telehealth.
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VIRTUAL HEALTH

Opportunities

Businesses are increasingly incorporating telehealth services into benefits packages:
With employer-sponsored healthcare benefits approaching $15,000 per employee,
healthcare benefits constitute a significant and growing expense for employers.3 Many
companies are taking steps to reduce the continued rise of healthcare costs with
telehealth services seen as a cost-e ective option to aid in this e ort. Many large
employers have introduced telehealth in recent years, with over half of respondents in
the 2019 Large Employers’ Health Care Strategy and Plan Design Survey planning to add
more virtual care (telehealth) solutions in 2019.4 As employers expand telehealth o erings
and as employees become increasingly accustomed to digital health tools, we expect
utilization rates to increase. Companies may also view telehealth as an e ective means
to o er new kinds of treatments. For example, according to the National Business Group
on Health’s survey, 13% of large employers will introduce mental/behavioral and diabetes
management telehealth services in 2019, a reflection of the growing perception that

telehealth can help companies address gaps in their healthcare coverage.5

Mounting US policy support for expanded coverage of telehealth: While US policy is
very restrictive regarding Telehealth regulations and reimbursement, both state and
federal regulators are increasingly recognizing the value proposition that telehealth
provides. Currently Medicare will only reimburse for telehealth services under very narrow
circumstances, but we believe the loosening of those constraints is already underway.

For example, the Centers for Medicare and Medicaid Services (CMS), the federal agency

3: “2020 Large Employers’ Health Care Strategy and Plan Design Survey,” National Business Group on Health, 2019
4: 1bid.
5: Ibid.

that administers Medicare, has been granting telehealth waivers to a group of Medicare
Accountable Care Organizations (Next Gen ACOs). Regarding private insurance in the US,
26 states have adopted laws requiring insurers to reimburse telehealth visits, and more
states are considering legislation. Additionally, dozens of state and federal bills addressing
telehealth were introduced in 2018, a signhal of expanding interest. Going forward,

we expect to see a continued loosening of regulations and expansion of Medicare

reimbursement as telehealth is further embraced by politicians and consumers.

Considerations

Telehealth looks good on paper, yet adoption hurdles remain: For an industry
characterized by decades of regulation, complex stakeholder relationships and ingrained
legacy processes and procedures, we believe telehealth represents a significant
paradigm shift. For example, telehealth startup Lemonaid Health has struggled to
overcome barriers such as licensing doctors with multiple local medical boards, seeking
business licenses from multiple Secretaries of State, and deciphering and complying
with each state’s complex regulations. For this reason, its acceptance will require
stakeholders to work together to redefine regulations, relationships and payment
structures, and consumers’ will have to develop more trust in and comfort with virtual
interactions. We expect demographics will play a large role in this shift as younger,
digital-native generations adopt these technologies more quickly than older generations.
Longer term, Al could pose as much of a threat as a benefit, as technologies evolve from

pattern recognition and diagnoses assistance to take on increasingly complex telehealth
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OMICS & PERSONALIZED MEDICINE

Opportunities

New health insights: Technological innovations are allowing consumers to learn more
about their genetic code for less money. WGS is now available for under $1,000 achieved
first by Veritas Genetics, and current and future insights hold incredible implications for
preventative health management. Genes are e ective for identifying increased risks for
health conditions. Although research has already unveiled many useful insights, further
scientific exploration of the human genome promises to unlock a wealth of information

that will help people take preventative measures and better manage their health.

Transformation of personalized medicine: Unlocking genetic information will empower
practitioners to identify and treat conditions more quickly and accurately and will allow
pharmaceutical companies and healthcare providers to develop much more precise
therapies for patients. The ability to identify and pinpoint how consumers will react to
certain drugs could help eliminate negative or unintended side e ects, while physicians
should be able to make much more exact prescription recommendations based on the

patient.

Gene-editing commercialization: In the same way that DNA testing (e.g. Ancestry) has
become a significant industry, we believe that gene-editing techniques (such as CRISPR)
will also eventually become viable businesses. WGS can allow new ways of analyzing
health issues and risks and provide new treatment options for consumers, unlocking new
products and services. In the long term, as genetic diseases become better understood,

advances in gene editing could allow geneticists to edit mutations, reversing diseases.

Genetic counseling and analytic services gain: Genetic counseling has traditionally
focused on helping families understand risks for inheriting hereditary medical conditions.
The expansion of genetic testing will increase the opportunity for experts and analytic
software providers to help interpret genetic data and provide consultations for patients.
These counseling services may be provided by DNA sampling, sequencing and storage
firms, healthcare providers and/or insurers. They may also be obtained independently by

consumers.

Considerations

Regulatory and legal hurdles could slow growth: Many genetic tests today are not
regulated and do not undergo independent analysis to verify results. As genetic

testing becomes more mainstream and is increasingly used for medical treatments

and procedures, we expect regulatory bodies will establish clearer frameworks and
requirements. Currently, three federal agencies have the authority to regulate genetic
tests; the Food and Drug Administration (FDA), the Centers for Medicare and Medicaid
Services (CMS) and the Federal Trade Commission (FTC). The FDA has historically
provided minimal oversight of genetic-testing companies owing primarily to the fact that
the industry remains very small. However, growth in the space has raised concern among
FDA leaders that a lack of regulation could pose a public health threat. In response, the
agency has drafted new guidance regarding future regulation and validation of genetic

tests.
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MOBILE & DIGITAL HEALTH

market. For example, in a clear vertical integration play, legacy medical technology
company Medtronic acquired health-tracking software company Nutrino in 2018. On the
other hand, Apple’s 2016 acquisition of Gliimpse—a consumer platform for managing
chronic conditions—was more of a horizontal play for the maker of consumer tech

products.

Personalization and convenience drive consumer demand for fitness & wellness
innovation: We believe digital health tools are well positioned to benefit from the rising
consumer demand for personalized health. These include biometric sensors, genetic
testing and other data-collection technologies that digital health startups are using to
create custom health and fitness products. For example, digital health startups iamYiam
and FitnessGenes use genetic data to create custom workout and nutrition plans that best
match genetic and lifestyle factors. We expect to see more investment in personalized

health services as they could prove more e ective than one-size-fits-all products.

Increased data sharing among providers: Increasingly, we believe consumers and
healthcare startups are realizing the value of sharing data in order to drive better health
outcomes. Still, data remains largely siloed across the industry, a result of competitive
decisions as well as regulatory and technological limitations. Yet we believe new shared
data models are challenging this status quo, forcing incumbents to break down siloes and
regulators to find ways to adopt rules that allow for more data exchange. We view this as
positive for the ecosystem, as it could provide new ways for startups to capitalize on data

intelligence.
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