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On 3rd October 2022, The Montreux Healthcare Fund Plc (“the Fund”) closed in anticipation of a sale. Shortly 
thereafter, some radical economic ideas, were introduced by the new Prime Minister which markets were not 
anticipating. The release of these ideas triggered many investors to re-evaluate the UK economy, making asset sales 
in Private Equity uncertain. For this reason, it was decided to delay the sale, launching a two-tier process whilst 
sentiment towards the UK economy recovered. In the interim, an inflation crisis hit the UK economy leading to rising 
interest rates and further deepening negative sentiment towards the UK economy, which negatively impacted the 
Credit Suisse led process.

Additionally, these factors have a real-world impact upon businesses, including the Fund’s operating business the 
Active Care Group (“ACG”). These impacts are explored in what follows, however, at present the impact of these 
factors mean the Fund’s Investment Advisor - Montreux Capital Management (UK) Limited (“MCM (UK)”) - feel that 
selling ACG at this time would be unwise. MCM (UK) aim to commence a sales process as soon as the asset and 
UK economy recover. The Fund will remain closed during this time until a liquidity event is achieved, which is 
currently expected to be December 2025.
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Inflation and interest rate environment

•	 Average inflation in the period January 2022 to August 2023 of 8.90% peaking at 11.1% in October 2022.

•	 General inflation across the business:
	- Utility price increases of c.£2m p.a.
	- Business rates increased more than 10%.
	- Food inflation which is a key care business cost peaked to 19.1% in March 2023.

•	 National Health Service and Local Authority budgets have been under strain for some time. In a high inflation	
environment they are ill equipped to meet rising prices. This is coupled with the UK government’s unwillingness to 
meet general cost increases to curb inflation by restricting the money supply to the economy.

•	 As a result of this inflation, the UK base rate has increased by 5% since January 2022.

•	 The interest rate environment is putting significant pressure on free cash flow in care businesses, impacting the 
ability to maintain services to the required level and invest and grow these businesses.

MACROECONOMIC HEADWINDS

Sectoral staffing crisis

•	 Sectoral labour shortages increase the cost of both permanent and agency staff. Care sector wages are highly 
correlated to both NHS staff rates and increases in the National Living Wage.

•	 Labour Market shortages combined with aggressive wage inflation:
	- Led to a 25% reduction in ACG’s Care in the Home division, resulting from an inability to fulfill staffing 	

packages.
	- National shortages in Consultants and Therapists are driving up rates and usage of Locums by 85%.
	- Nurses and Junior Doctor strikes adding further pressures to pay rates.
	- Significant increases required in employee benefits/incentives to attract and retain staff which add additional 

cost to care businesses.

•	 Notably, business failures have doubled in the period as companies struggle with rising costs and debt 	
servicability.

Source: CPI source: Office of National Statistics (2015 = 100), UK Base Rate Source: Bank of England.



5

*For Professional Investors Only

Peer analysis of the care sector
 
Most businesses in the care sector are privately owned and hence, accurate reporting on sectoral performance has 
always been a challenge. MCM (UK) has sourced some information on the performance of the sector from various 
public and private sources to contextualise ACG’s position and illustrate the wider challenges of the current 
macroeconomic headwinds. Over the most recent reporting period:
 
•	 Elysium Healthcare (4th largest in the sector): despite rising occupancy and revenue, EBITDA is down 51.4%.
 
•	 Lifeways (14th largest in the sector): recently restructured with full ownership transferring to the debt providers.
 
•	 Achieve Together, previously The Regard Partnership (5th largest in the sector): saw a c.75% reduction in 	

operating profit despite small growth in revenue.

MACROECONOMIC HEADWINDS

CURRENT APPRAISAL OF THE BUSINESS

The last 18 months have seen a decline in ACG’s performance, significant macroeconomic factors have made
trading more difficult for the whole sector. Despite these headwinds the business remains operationally strong:

Operational highlights

Staffing

•	 Continued improvement in staff turnover, currently c.23% versus industry averages of mid-30%’s.

Source: ACG FY24 Budget and Business Plan.

Valuation
 
Due to the substantial drop of EBITDA and the possibility of recovery in the near term, it is difficult to define a Net 
Asset Value. The Board have commissioned BDO LLP to compile a thorough independent report on ACG.



6

*For Professional Investors Only

CURRENT APPRAISAL OF THE BUSINESS

Fee rate increases

•	 6.5% fee uplifts achieved over total group revenue to 
date.

•	 Resulting in £11.3m annualised revenue increase.
•	 Despite falling short of general cost increases in the 

business, an uplift of this size proves the ability to 	
recover significant cost in a normal inflation 		
environment.

Agency

•	 50% reduction in agency spend as a result of:
	- Investment in Terms and Conditions.
	- Use of ACG’s internal international staffing 	

business.
	- Wider economic factors impacting other sectors, 

injecting more workers into the economy in 	
general.

	- Improvement in retention metrics.

•	 ACG appointed a new CEO who previously successfully 	
navigated Elysium to £775m exit at 12.4x.

•	 Part of a team who doubled Elysium EBITDA en route to exit 
from January 2019 to June 2023.

•	 Led extensive Management Information/digitalisation 	
programme at the group over prior 4 years.

•	 Fully integrated £250m M&A into Elysium.

KEITH BROWNER – CEO SPOTLIGHT

Source: ACG FY24 Budget and Business Plan.



7

*For Professional Investors Only

Occupancy and quality

•	 A decline in quality ratings from 82% 
to 74% Good/Outstanding impacting 	
referrals and reputation:
	- Under investment in the ACG estate, 

as a result of the lack of free cash 
flow, has led to environmental factors 
impacting the quality of its services 
and thus, its occupancy rates. This 
is a short-term issue that is being 
addressed. A full real estate project is 
currently underway.

	- Limited real-time management 		
information and operational bandwidth 
to oversee Service Improvement Plans 
or identify early warning signs.

Staffing

•	 Significant pressure on staffing costs, 	
agency premium, and availability of staff.

Where the business is trading

An adverse trading environment has resulted in a reduced ability to invest organically in ACG. As cash conversion in
the business is compressed, there is limited capital to maintain services, invest in organic growth, and develop the 
strong digital platform which is required to mitigate the aforementioned external factors and hence, maintain operating
margins. More specifically:

CURRENT APPRAISAL OF THE BUSINESS

Outturn EBITDA for the FY23 of £17m

•	 March 2021 to September 2023
	- Residential (-£7.6m)
	- Care in the Home (-£1.8m)
	- Case Management (-£1.0m)
	- Support Services (+£5.6m)

Source: ACG FY21 RR to FY23 FF Bridge. (Top) Source: ACG FY24 Budget and Business Plan. (Bottom)
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Executive summary

ACG must first re-establish a solid foundation by which to recover EBITDA and grow the business, this will be the 
main focus for financial year 23/24.

•	 Standardisation monitored and achieved by improved management information gathering.

•	 Focus on quality with a drive toward best in sector standards.

•	 Focus on Real Estate refurbishment.

•	 Investment in digital strategy to improve operational management of the business.

•	 Steady accelerated growth across organic divisions.

•	 Develop solid platform for future acquisitions.

•	 The leverage provider continues to support the business and its growth plan.

RECOVERY PLAN

Source: ACG Business Plan.

Cash flow forecast
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RECOVERY PLAN

Source: ACG FY24 Budget and Business Plan.

3 Year Business Plan: Value generation across four divisions leading to a successful exit.

•	 Significant investment in a fully integrated operational platform:
	- Implementation of digital platform.
	- Improvement in management information delivery.
	- Enable the leadership team to act in a timely manner and anticipate challenges.
	- Provide a solid platform for growth.

•	 Solid Residential division:
	- No new Requires Improvement quality ratings for Q2 FY24 and beyond.
	- Maintain 90%+ occupancy on established services.

•	 Demonstrable value-add through M&A and development:
	- Best-in-class Management Information, IT systems and processes enabling value accretive M&A and 	

synergy extraction.
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RECOVERY PLAN

“Ultimately, ACG has been negatively impacted by adverse 
macroeconomic conditions. These conditions have made it difficult for the 
Fund’s board to authorise a sale as the best course of action for 
investors. Outlined here is a solid plan for ACG’s new management to 
recover the business and achieve an outcome which will positively impact 
all investors. Our vision for the business remains the same, with an 
outcome focussed on return to investors as key to our approach. My team 
and I remain at your disposal should you have any questions.”

OLIVER HARRIS – CEO MCM (UK)

Maximising an exit

25% CAGR on organic divisions – sustainable continuous growth
- Care in the Home – Quality, Recruitment, Systems.
- Case Management – Recruitment, delivering on business development, integrating systems.
- Jane Lewis – Management, Branch expansion, Systems, Recruitment conversion.

Residential short-term
• Quality improvements: goal of 100% Good or Outstanding, best in sector quality.
• Driving occupancy to mid 90%.

Recruitment strategy to be finalised over Q1FY24 – Move to central recruitment for all four divisions.

Residential long-term
• Implementation of proven value accretive M&A model (full integration, synergy delivery).
• Development of Brownfield sites, proven delivery at 33% return on investment.
• Development of Greenfield sites, proven delivery at 25% return on investment.
• Developing a strong, motivated divisional management team to drive success.
• Continued growth of brand position in the market – goal to make ACG the first choice in care.

Enablers for growth

In order to achieve this vision investment is required:
• Short-term Capex to bring estate up to required standard.
• 3 Year digital investment to enable growth.
• Fully integrate acquisitions to prove buy and build business model.
• Medium term re-investment of generated cashflow into Greenfield and Brownfield developments.

3 Year Vision: £40m EBITDA, c.30% CAGR from current position

• Fully integrated operational platform, underpinned by best-in-class digital landscape and Management
Information.

• Industry leading quality ratings with no inadequate rated services.
• c.25% CAGR from organic divisions.
• Established vehicle for streamlined M&A integration and value generation.
• Well adopted proven approach for successful Greenfield and Brownfield Developments.

Despite macroeconomic headwinds, the long term view of the UK Health and Social Care sector remains bullish. The 
fundamentals remain compelling, and stakeholders are confident the erosion in EBITDA can be reversed. Slowing 
inflation, interest rates stabilising, and the prospect of a ‘tax and spend’ Labour Government could all complement the 
recovery plan management have put in place. We will keep investors informed of developments as they materialise. 
A webinar update is in the process of being produced and should be available by the end of the year, with the next 
official update provisionally scheduled for April 2024.



The Montreux Healthcare Fund PLC (Montreux) has been established in the Isle of Man as a multi-class qualifying fund 
under the Isle of Man Collective Investment Schemes (Qualifying Fund) Regulations 2010. Investments will be accepted 
solely on the basis of the information set out in the offering document and can only be accepted from persons who are 
“qualifying investors” as defined in the offering document.The price of any security may move up or down. If it moves 
down losses can be incurred, which in some circumstances may extend to the full amount of the investment. Past 
performance is not necessarily a guide to future performance. 

Further information and a copy of the offering document as well as the latest reports and accounts can be obtained by 
contacting the manager, Suntera Fund Services (IOM) Limited, at montreux@suntera.com. The Manager and 
Registered Agent of Montreux is Suntera Fund Services (IOM) Limited, incorporated in the Isle of Man, Company 
Number 120288C and having its registered office at PO Box 227, Peveril Buildings, Peveril Square, Douglas, Isle of Man 
IM99 1RZ. Suntera Fund Services (IOM) Limited is licensed by the Isle of Man Financial Services Authority.

Information Purposes Only Disclaimer

This document has been prepared and issued by Montreux Capital Management (UK) Limited and is being provided for 
information purposes only. It is not intended as an offer or solicitation to enter into any proposed transaction or 
investment. You should not construe the contents of this document as legal, tax, investment or other advice.

Any such offer or solicitation will be made to qualified investors only by means of a confidential private offering 
memorandum and related offering materials, and only in those jurisdictions where permitted by law. Such offer or 
solicitation may only be made by means of delivery of that document which contains important information (including 
investment objective, policies, risk factors, fees, tax implications, and accredited investor qualifications) relating to such 
investment product or fund.

This document has been prepared based upon information believed to be reliable. However, Montreux Capital 
Management (UK) Limited does not warrant its completeness or accuracy and does not accept or assume any liability, 
responsibility or duty of care for any use of or reliance on this document. 

Opportunities described within this document by Montreux Capital Management (UK) Limited including those utilised for 
indicative, illustrative and other analytical purposes are based on opinions, estimates and assumptions made as of the 
date of this communication and are subject to change without notice. There is no guarantee that the investment 
objective of the opportunities described will be achieved. Moreover, the past performance should not be construed as 
an indicator of future performance.

Market analysis including indicative opportunities, projections, targeted returns, estimates and similar information, 
including all statements of opinion and/or belief contained in this document (collectively, “forward- looking information”), 
are subject to inherent uncertainties, contingencies and qualifications and are based on a number of assumptions. 

You are cautioned that forward-looking information is not a guarantee of future performance or results and involves 
risks and uncertainties that cannot be predicted or quantified. Consequently, the actual performance of the Company 
or any entity involved in the transactions may differ materially from that expressed or implied by such forward-looking 
information.

This document may contain information that is privileged and/or confidential. If you are not the intended recipient, you 
are hereby notified that any disclosure, copying, distribution, or use of the information contained herein (including any 
reliance thereon) is strictly prohibited. If you received this document in error, please immediately contact the sender and 
destroy the material in its entirety, whether in electronic or hard copy format.

Montreux Capital Management (UK) Limited is registered as a limited company in England and Wales, registered 
number 9467365. Montreux Capital Management (UK) Limited is an appointed representative of Sapia Partners LLP, 
which is authorised and regulated by the Financial Conduct Authority (FCA).

The Montreux Healthcare Fund PLC
PO Box 227, Peveril Buildings, Peveril 
Square, Douglas, Isle of Man,
IM99 1RZ
Company Registration Number: 009788V 
Directors: I McArdle, B Monks, R Cregeen

T +44 (0) 1624 683242 
E montreux@suntera.com 


