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Dialysis in Europe
The Candesic team considers the
investment opportunities across
Europe’s burgeoning dialysis market

T

he European dialysis market has
grown significantly over the last
two decades, fuelled by better
diagnosis, higher incidence of
long term conditions that cause renal
failure, and product innovation (figure
2). In Eastern Europe in particular, after
decades of poor diagnosis, volumes per
capita are now catching up with Western
Europe, resulting in unprecedented demand
and opportunities. The growing power
of private international dialysis service
providers is resulting in consolidation and
acquisition opportunities in this attractive
market. With 211 million dialysers and
73,000 dialysis machines sold worldwide,
the growing $5.5 billion (£3.6 billion)
dialysis market should be attractive to
investors of all sizes.
Dialysis is growing fast
More than two million patients globally
are already on some form of dialysis,
according to Fresenius Medical Care.
In Europe, the prevalence of dialysis
is increasing; over the last 20 years,
it jumped from 25 to 65 patients per
100,000 population, OECD figures show.
Rising prevalence of End Stage Renal
Disease (ESRD) due to growing incidences
in diabetes and hypertension (figure 1) in
an ever ageing European population is

52

the primary cause. Interestingly, during
the same period, the prevalence of
patients living with a functioning kidney
transplant jumped from 15% to 38% per
100,000 people in the OECD, thanks to
better renal transplantation techniques
and more effective immunosuppressive
therapy. Unfortunately, kidney transplant
remains a solution in a minority of cases
due to limited kidney availability and
the complexity and risks associated with
transplant, especially for people who are
not suitable because of another serious
health condition. The OECD reports: “In
many countries, waiting lists to receive
a kidney transplant have increased, as
the demand for transplants has greatly
outpaced the number of donors. The rate
of transplants is also affected by cultural
factors and traditions; transplants may
still be less accepted in certain countries
such as Japan.”
Demand for dialysis is thus expected to
grow in line with the ageing population
and obesity cases, since conditions
like high blood pressure and diabetes
account for over 60% of ESRD cases.
As the proportion of people above 65 is
expected to grow in Europe from 17%
to 30% in 2060, more patients will be
subject to long term conditions that are
a direct cause of ESRD. Overall, growth in

the European dialysis market is expected
at around 5% per annum, slightly lower
than the global average of 7% which is
led by emerging markets (source: OECD).
The conditions differ across EU
countries due to various reasons
In Western Europe, dialysis in the UK
has grown the fastest as it is catching up
with countries like Germany or France.
A growing focus on maintaining life in
ESRD patients has contributed to this.
The National Kidney Foundation expects
the number of dialysed patients to double
between 2008 and 2018. In Eastern
Europe, the number of dialysed patients
is also growing at staggering rates (7.4%
CAGR in Poland over the last decade) and
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catching up to Western rates. However, in
spite of impressive recent progress, much
remains to be done in such countries.
The treatment modality is another
factor of differentiation. Traditionally,
most
renal
patients
undergo
haemodialysis (HD) in clinics or dialysis
centres, where they are treated during the
day or overnight. The number of centres
varies across Europe; while France has
273 renal units, Poland has just over 50.
The alternative is home dialysis but it is
still not widespread in most countries.
A number of new technologies are
being developed, but none have become
mainstream. Peritoneal dialysis (PD), the
most common home-based technique, is
used by only 15% of patients in Europe.
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This widely differs by country and within
geographical areas; prevalence rates are
<5% in Germany but >30% in the United
Kingdom; in Spain, it ranges between
31% in Cantabria to 11% in Catalonia.
In Mexico, over two thirds of patients
undergo PD for convenience purposes
and lack of access to hemodialysis
centres. Home dialysis techniques greatly
improve the patient’s quality of life and
consequently reduce mortality. This,
combined with increasing patient interest
in home dialysis drives growth for PD
product manufacturers like Baxter.
A third element of differentiation is
the direct involvement of the respective
states in the provision of dialysis.
Fresenius, the market leader, estimates

57% of dialysis operators in Europe
are public; the other 43% are private
operators that are equally split between
chains and independent individual
clinics. In Eastern Europe, many public
operators have exited and have made
room for private providers. For instance,
in Slovakia, 93% of patients are now
dialysed in private clinics, and Poland
has moved from a non-existing private
sector in 2000 to more than half of
centres now in private hands.
The
payor
system
too
varies
considerably between countries. In the
UK and France, 100% of the cost is taken
care of by the state. Countries like Poland,
however, offer very low reimbursement
for treatment and no reimbursement for
53

▶

finance

finance
The number of dialyses has been rising due to the rising prevalence of chronic kidney disease

DEMAND FOR DIALYSIS

Growing incidence of diabetes and hypertension fuel the rise of chronic kidney disease (CKD)
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The global dialysis equipment market weighs several billion dollars and is segmented into
machines
and other products
The global dialysis equipment market weighs several billion dollars and is segmented into machines and other products
GLOBAL DIALYSIS EQUIPMENT MARKET
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most medicines, which can be a third of
the total cost. It sometimes varies within
the country; in Sweden, reimbursement
differs from one county to another.
As a corollary of those very different
situations, prices too vary considerably
between countries. For example, the cost
of a full year of HD in Spain is half of
that in France, but more than twice as
much as in Australia.
Investors should consider
numerous investment
opportunities
Opportunities arise across the supply
chain and the differences between
countries can contribute to enhancing
them. Large international providers
benefit from scale and optimise their
purchasing across countries. Well rooted
equipment manufacturers benefit as
providers push for efficiency by operating
high numbers of machines (up to 60 per
centre in Germany) and typically sticking
to one manufacturer due to training and
operations efficiency.
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Within the growing market for HD, some
niches should attract investors. One is the
provision of home HD services (Fresenius
recently acquired such a business in New
York State), another one the development
of ‘holiday dialysis’ centres in major
tourist destinations. Providing 24/7
dialysis urgent care is another growth
target for dialysis centres in the US,
with an increasing number of patients
depending on chronic dialysis therapy;
this could come to Europe.
Innovation is of course another growth
opportunity. Improvements in dialysis
products have increased the survival rate
of patients with ESRD and also account for
the growing numbers of dialysed patients;
dialysis has advanced with increased blood
and dialysate flow rates due to technology
crossover from water treatment technology
and better membranes and filters,
sometimes perfected with nanotechnology.
Recent developments in hemodiafiltration
(HDF) techniques also improve the
quality of life of the patients and should
gain momentum.

Another opportunity could stem from a
shift from HD to PD. With respect to PD,
expense is driven primarily by the cost of
disposables such as solutions and tubing,
while HD costs are driven primarily by
fixed costs of facility space and staff. A
number of cost comparison studies have
been run in Europe with varying results but
a general conclusion that PD is on average
cheaper by up to 40% in a country like the
UK (Journal of the International Society
for Peritoneal dialysis, 2001). Increased
PD utilisation could allow healthcare
purchasers to provide dialysis for more
patients on the same budget or to treat the
same number of patients at a lower cost.
This could open new opportunities for the
distribution of PD consumables and the
provision of related services.

Room for a challenger?
The global dialysis market is currently
being led by the three major players:
Fresenius, Baxter and DaVita (figure 4).
Those players are rapidly consolidating
by acquisitions, entering new markets
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and securing their position. DaVita has
recently been expanding its international
presence in Asia and Europe; it announced
the acquisition of dialysis centres and
further partnerships in Portugal and
Poland last January, having already set
foot in Europe in 2011 by buying German
centres. By purchasing Euromedic’s
international dialysis service business
for $647 million in 2011, Fresenius,
the global leader, secured its European
position in absorbing Euromedic’s strong
dialysis presence in Eastern European
countries. It is likely that Euromedics’
sale of its dialysis division was primarily
motivated by the need to reduce its debt
burden and that the management would
have preferred to keep it and develop it
further if it could. Indeed, Euromedic’s

investment priority has been the
diagnostics and cancer treatment fields
rather than dialysis, which suggests they
had not fully exploited the potential
for growth in Europe. Meanwhile in
the product market, in December 2012,
Baxter acquired Gambro, a privately
held dialysis product company based in
Sweden for approximately $4 billion,
thus catching up with its rival Fresenius
in the HD segment.
The sale of Euromedic’s dialysis bears
an interesting similarity to the current
divestment options Bridgepoint is
considering for Diaverum, according to
reports, albeit this new opportunity is
significantly larger with a reported ¤1
billion price tag. With 71% of its clinics
based in Europe (of which 44 clinics
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in Eastern Europe), Diaverum could be
another significant entrance point to the
European market. The sale of Diaverum
is a very promising opportunity and
indeed, Fresenius and DaVita are
reported to have already expressed
interest in buying it back. There may be
some antitrust issues though.
The three major players have been
incredibly active recently at comforting
their lead but this situation could be
subject to change, with the possible
strengthening of a fourth powerful
player – should Diaverum be purchased
and consolidated with acquisitions
by another leveraged buyout fund.
Considering the forecast growth in the
dialysis market, there certainly is room
for such a strong challenger. n

Candesic
57

