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Telemental health
demand isn't enough to
save some startups

Article

The news: Telehealth giant Amwell made a second bid for online therapy provider Talkspace,
offering about $200 million, per The Calcalist.

How we got here: Talkspace was the first online mental health company to go public and its
financial trajectory provides a cautionary tale for others in the space.
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* Talkspace went public in mid-2021 via a SPAC deal with Hudson Executive Investment Corp.
that valued the company at about $1.4 billion.

* However, Talkspace's stock price plummeted to just $0.60 on November 25, the last closing
date before the talks with Amwell went public. Amwell’s offer of $1.50 per share represents a
150% premium over its stock price.

* While its B2B revenues grew 72% in the first three quarters of 2022 (to $89 million), its D2C
revenues dropped 24% following an earlier decision to cut marketing spending.

* Amwell isn't the first suitor Talkspace rejected. It was approached by rival Mindpath Health in
May.

The telemental health boom: The pandemic accelerated a growing mental health crisis in the
US, as well as a boom in money for mental health startups.

" 90% of US adults say mental health is a crisis, per an October 2022 CNN/Kaiser Family
Foundation poll.

* Mental health issues account for the lion's share of telehealth medical claims. In August, they
made up 65% of all telehealth claims, according to Fair Health.

* The record amounts of capital ($4.5 billion, 137 deals) invested in mental health companies in
2021 enabled them to expand and scale their platforms early in 2022, Silicon Valley Bank
reported in October.

* But just $1.9 billion (92 deals) went to mental health companies in the first three quarters of
2022, per SVB.

Now the telemental health market is shifting: This year’s economic downturn has had a
significant impact on digital health companies. The volatile equity markets have sent
valuations plunging and caused layoffs across the industry.

* In the telemental health space, D2C models are under growing financial pressure from higher
therapist-related labor costs and the higher marketing spending needed to acquire new

customers.

" Talkspace isin the process of pivoting from a D2C to a B2B model, selling its services to self-
insured employers. That may be why B2B-focused Amwell is interested in buying it.

* Shifting strategies is a promising step, as 67% of US employers surveyed by WTW (formerly
Willis Towers Watson) plan to make employee mental health and emotional wellbeing
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https://content-na1.emarketer.com/analyst-take-future-of-work-limbo-upheaval-rocks-industries-unevenly
https://investors.talkspace.com/news-releases/news-release-details/talkspace-reports-2022-third-quarter-and-nine-months-results
https://www.cnn.com/2022/10/05/health/cnn-kff-mental-health-poll-wellness/index.html
https://www.fairhealth.org/states-by-the-numbers/telehealth
https://svb.turtl.co/story/svb-the-future-of-healthtech-2022/page/5/1
https://content-na1.emarketer.com/teladoc-s-mental-health-business-drives-revenue-growth-but-will-its-momentum-fade
https://www.wtwco.com/en-US/News/2022/10/employers-making-employee-mental-health-and-wellbeing-a-top-health-priority-wtw-survey-finds

programs and solutions one of their top three health priorities over the next three years.

* Al-based telemental services like Kai.ai, Sayana, Woebot Health, and Wysa could be
winners, as their labor costs for professional therapists could be lower.

" 47% of US adults were interested in using a mental health chatbot or Al therapist, per a
Woebot Health survey.

Our take: The telemental health segment is oversaturated and even growing demand for
services won't keep many startups afloat. Shifting from a D2C to a B2B model takes time, and
most employers want solid performance data showing improved patient outcomes before
they agree to offer a company’s services to employees.

Insider Intelligence estimates that 74.1 million US adults will use telemental health services in
2022, about three-quarters (74.8%) of all telehealth users. By 2025, telemental health users
will grow to 100.8 million, or 86.4% of all telehealth users.

US Adults' Experience Using Professional
Healthcare Services for Mental Health Since the
Start of the Coronavirus Pandemic, by Age,
March 2022

% of respondents in each group

18-24

B Used them for the first time during the pandemic

Il Just as often/more often during the pandemic
Less often/not at all during the pandemic

M Never used them before, but I'm interested

M Never used them before and I'm not interested

Nate: n=2,509; numbers may not add up to 100% due to rounding
Source: CivieSclence as cited In company Blog, March 20, 2022
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This article originally appeared in Insider Intelligence's Digital Health Briefing—a daily recap
of top stories reshaping the healthcare industry. Subscribe to have more hard-hitting
takeaways delivered to your inbox daily.

* Areyou aclient? Click here to subscribe.

* Want to learn more about how you can benefit from our expert analysis? Click here.
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https://forecasts-na1.emarketer.com/6127e2e0b215ff0858e81c75/61233f1db215ff01d483a09d
https://content-na1.emarketer.com/kai-ai-touts-effectiveness-of-texting-app-mental-health-treatment-new-study
https://www.businesswire.com/news/home/20211018005039/en/New-Survey-Shows-Paradigm-Shift-in-American-Attitudes-and-Opinions-About-Mental-Health-Technology/?feedref=JjAwJuNHiystnCoBq_hl-RLXHJgazfQJNuOVHefdHP-D8R-QU5o2AvY8bhI9uvWSD8DYIYv4TIC1g1u0AKcacnnViVjtb72bOP4-4nHK5ieT3WxPE8m_kWI77F87CseT
https://totalaccess.emarketer.com/MyAccount/EditProfile.aspx
https://www.insiderintelligence.com/become-a-client/?IR=T&itm_source=insider-intelligence&itm_medium=briefing&itm_campaign=bottom-cta
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