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DISCLAIMER

Hedgeye Risk Management, LLC (“Hedgeye”) is a registered investment advisor, registered with the State of Connecticut. Hedgeye is not a
broker dealer and does not provide investment advice to individuals. This research does not constitute an offer to sell, or a solicitation of an offer
to buy any security or investment vehicle. This research is presented without regard for individual investment preferences or risk parameters; it is
general information and does not constitute specific investment advice, nor does it constitute or contain any legal or tax opinions. This
presentation is based on information from sources believed to be reliable. Hedgeye is not responsible for errors, inaccuracies or omissions of
information. The opinions and conclusions contained in this report are those of the individual expressing those opinions or conclusion and are
intended solely for the use of Hedgeye’s clients and subscribers, and the authorized recipients of the content. In reaching its own opinions and
conclusions, Hedgeye and its employees have relied upon research conducted by Hedgeye’s employees, which is based upon sources
considered credible and reliable within the industry. Neither Hedgeye, nor its employees nor any individual expressing opinions, conclusions or
data are responsible for the validity or authenticity of the information upon which it has relied.

TERMS OF USE

This report is protected by United States and foreign copyright laws and is intended solely for the use of its authorized recipient. Access must be
provided directly by Hedgeye.

There is a fee associated with access to this report and the information and materials presented during the event.  Redistribution or
republication of this report and its contents are strictly prohibited. By joining this call or possessing these materials, you agree to these Terms.
For more detail please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Service at
https.//www.hedgeye.com/terms_of_service.
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HEALTH CARE POSITION MONITOR

Best Ideas - Longs

Active Longs

THC
AMN
TDOC
ZBH

Long Bias
HCA

UHS

MD

DGX

LH

ILMN
ANTM

Tenet Healthcare Corporation
AMN Healthcare Services, Inc.
Teladoc Health, Inc.

Zimmer Biomet Holdings, Inc.

HCA Healthcare Inc
Universal Health Services,
MEDNAX, Inc.

Quest Diagnostics Incorporated

Inc. Class B

Labaratory Corporation of America Holdings
llumina, Inc.
Anthem, Inc.

Price

19.67
50.54
58.16
118.87

& A BB

$ 120.11
$ 121.07
$ 2877
$ 9696
$ 162.32
$ 302.02
$ 260.77

Mkt Cap
($B)

$2.0B
$2.4B
$4.2B
$24.3B

Score

(8.20)
(1.87)
(37.05)
{10.27)

(5.57)
(6.02)
(14.83)
(8.68)
(6.12)
(9.48)
(11.94)

Trend Tail
e
e
v v
v v

Best Ideas - Shorts

Active Shorts

DVA
DXCM
HGQY
UNH

Short Bias
ABBV
CERMN
MYGN
EXAS

DaVita Inc.

DexCaom, Inc.

HealthEquity Inc

UnitedHealth Group Incorporated

ey i p [ ok o
TETOETY T Ot ST S,

Allscripts Healthcare Solutions, Inc.

Stryker Carporation

Myriad Genetics, Inc.
Exact Sciences Corporation

Price

$ 50.40
$ 16.05
$ 67.18
$ 238.45
$—10:18
$ S.90
$ 184.42

Mkt Cap
($B)

$8.4B
$10.6B
$4.2B
$226.6B
$0.5B
$1.6B

$113.3B
2218
$2.0B
$11.4B

Score

(4.63)
{29.57)
(12.69)
(12.24)

—+16:68)

0.55

(11.92)
(13.60)

Trend Tail

Score refers the difference between the Outperformance and Underperformance
scoring system as defined by a multi-factor machine learning algorithm

edgeye Risk Management LLC. All Rights Reserved.
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HEALTH CARE SENTIMENT BY MACHINE LEARNING

IT’S YOU, NOT ME
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The aggregate of our universe of our stocks are increasingly likely to
underperform while also increasingly unlikely to outperform

Data Source: Hedgeye © Hedgeye Risk Management LLC. All Rights Reserved. 4



COLOGUARD S-CURVE
UPSIDE TO CONSENSUS, BUT THERE IS A WAIT INVOLVED

1,600,000

1,400,000 .
Guardent (GH) making a colon cancer

screening test effort, despite 80%
sensitivity (too low) and a long and
expensive road to market, but a risk is a
risk and likely to be repeated.

1,200,000

1,000,000

800,000
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400,000
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DXCM WEEKLY APP DOWNLOAD INDEX
SPLITTING NEW DOWNLOADS WITH ABBOTT

SE Index — G HEN Libre Index
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Data Source: SensorTower, Hedgeye © Hedgeye Risk Management LLC. All Rights Reserved. g



SALES CORRELATIONS TIGHTEST AND MOST RELEVANT

Duration EPS NTM EPS 5TM EBIT NTM EBITSTM  EBITDA NTM EBITDA STM SALES NTM  SALES 5TM

Price Tf 0.75 0.81 Q.73 0.80 0.76 0.80 0.87 0.88
Price 2Y 0.79 0.72 0.75 0.72 0.76 Q.77 0.89 0.91
Price 3 0.60 0.36 0.66 0.44 0.67 0.49 0.77 0.85
Price 4y 0.41 0.28 0.50 0.39 0.63 0.50 0.57 0.59
Price oY 0.25 0.28 0.40 0.49 0.56 0.62 0.73 0.74
MCAP Tf Q.76 0.82 0.74 0.81 Q.77 0.81 0.87 0.88
MCAP 2Y 0.80 0.72 0.76 0.72 Q.77 0.78 0.90 0.91
MCAP 3 0.57 0.33 0.65 0.41 0.67 0.46 0.80 0.87
MCAP 4y 0.34 0.20 0.45 0.33 0.60 0.47 0.65 0.66
MCAP oY 0.19 0.22 0.34 0.44 0.53 0.61 0.79 0.79
EV Tf 0.73 0.80 0.72 0.79 0.74 0.79 0.86 0.87
EV 2Y 0.79 0.7 0.75 0N 0.76 Q.77 0.89 0.90
EV 3 0.57 0.33 0.64 0.41 0.66 0.45 0.79 0.86
EV 4y 0.33 0.27 0.44 0.34 0.60 0.47 0.64 0.66
EV oY 0.19 0.22 0.34 0.44 0.53 0.61 0.78 0.79

Data Source: Hedgeye © Hedgeye Risk Management LLC. All Rights Reserved. 7
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Discontinued use

Type | penetration US

Hedgeye Risk Management LLC. All Rights Reserved.
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DXCM SENTIMENT DETERIORATING

STOCK REMAINS -25% BELOW THE HIGH DESPITE A MASSIVE 1Q19 BEAT

Performance Score
Stock Price ($)
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Data Source: Hedgeye © Hedgeye Risk Management LLC. All Rights Reserved. g



DVA SENTIMENT DETERIORATING

HEDGEYE SHORT AS OF 12/11/2018
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PRIVATE INSURANCE DIALYSIS IN DECLINE

= Private insurance prevalence = Private insurance payor % of prevalence
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HIGHER MIX OF GOVERNMENT PAY

= GOvernment payor % of prevalence = Private insurance payor % of prevalence
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TOP 10 DIALYSIS OPERATORS CONTROL 85% OF MARKET
“90% OF FACILITIES FOR PROFIT

DaVita and Fresenius COI"ItI’Ol m % Facilities % Stations m% Patients
~70% of U.S. Market

45%

40% " !

35%

30%
L 25%
©
I
[9p]
j2
5 50 823 Independent
= ° .

Facilities
. 88 Chains Control
15% ( i Bottom 15% of Market
Non-Profit >
10%
) I
DAVITA FRESENIUS MEDICAL CARE INDEPENDENT DIALYSIS CLINIC, INC. US RENAL CARE, INC. AMERICAN RENAL ASSOCIATES

Data source: CMS © Hedgeye Risk Management LLC. All Rights Reserved. 13




EXCESS DIALYSIS MARKET CAPACITY

Dialysis Capacity Utilization

Stations 125,629
350 x Capacity Per Day* 3
= Total 376,887

300 ~2x Capacity
250 # Treatments per week 3
x # Weeks per year 52
200 # Treatpments per year 156
x # Hemodialysis patients 400,000
150 # Total Annual Treatments 62,400,000
/ # Days in year 365
100 # Total Treatments Per Day 170,959

* Assumes facility open 12-hours per day

50

# Total Treatments Per Day # Total Treatment Capacity Per Day

© Hedgeye Risk Management LLC. All Rights Reserved. 14



HEALTH CARE AVERAGE HOURLY EARNINGS

INCREASING PAY RATES FOR FOR THE LARGEST COST DRIVER

Average Hourly Earnings Of Production And Nonsupervisory Employees, Health Care, Not Seasonally Adjusted y/y growth %
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Data Source: BLS
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CALIFORNIA AB 290

REFILED WITH NEW LANGUAGE TO ADDRESS VETO CONCERN

(k) This section does not alter any of a health care service plan’s
obligations and requirements under this chapter, including, but
not limited to, the following:

(1) The obligation of a health care service plan to fairly and
affirmatively offer, market, sell, and issue a health benefit plan to
any individual, consistent with Article 11.8 (commencing with
Section 1399.845).

(2) The obligations of a health care service plan with respect to
cancellation or nonrenewal as provided in this chapter, including,
but not limited to, Section 1365.

* Filed at the end of

January

« HB 290 is essentially

identical to SB 1156

* However, does

address Former
Governor Brown’s
veto message with
additional language
protecting individuals
from being denied
coverage

* Moving through

Committee

Data Source: California Legislative Office © Hedgeye Risk Management LLC. All Rights Reserved. 17




NEW FEDERAL POLICY FOCUS

PREVENTION AND DETECTION TO SLOW PROGRESSION

* Better treatment of chronic kidney disease — shift reimbursement to focus on prevention
* Research into what drives progression of disease — NIH Kidney Precision Medicine Project
 APOL1Gene — NIH study

EXPANDED OPTIONS FOR TREATMENT

* Home dialysis using peritoneal or hemodialysis — better reimbursement
* Portable dialysis technologies including ways to use public water instead of medical grade
* Technological advancements in artificial kidneys

MORE INCENTIVES FOR TRANSPLANT

* Pay dialysis providers to encourage transplant
* Reduce organ discard rate for kidneys
e Support for living donors

Data Source: HHS © Hedgeye Risk Management LLC. All Rights Reserved. 18




HOME DIALYSIS —- MEDICARE UNDERPAYS FOR VISITS

HEMATOLOGY VISITS ALSO MUCH MORE EFFICIENT IN-CENTER

300 — 80%
Average visit in-center = $266

70%
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? 60%
Visit with in-home patient = $237
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One Visit Per Month Two to Three Visits Per Month Four or More Visits Per Month

Data Source: MedPAC © Hedgeye Risk Management LLC. All Rights Reserved. 19



PLEASE SUBMIT QUESTIONS* TO

QA@HEDGEYE.COM

© Hedgeye Risk Management LLC . All Rights Reserved .20
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