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DISCLAIMER 

The preceding has been presented for informational purposes only.  None of the information contained herein constitutes an offer to sell, or a 
solicitation of an offer to buy any security or investment vehicle, nor does it constitute an investment recommendation or legal, tax, accounting or 
investment advice by Hedgeye or any of its employees, officers, agents or guests. This information is presented without regard for individual investment 
preferences or risk parameters and is general, non-tailored, non-specific information. This content 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 subscribers and the authorized 
recipients of the content. All investments entail a certain degree of risk and financial instrument prices can fluctuate based on several factors, including 
those not considered in the preparation of the content.  Consult your financial professional before investing. 

TERMS OF USE 

The information contained herein 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. 

Redistribution or republication is strictly prohibited. For more detail please refer to the Terms of Service at https://www.hedgeye.com/terms_of_service.   

MICROQUAD RESULTS 

While we have up to five (5) years of data on the securities in the MicroQuads model, not all securities in the model have five years of trading history, and 
while we make every effort to assure the accuracy of the data, we cannot guarantee its accuracy. The methodology used to arrive at the results displayed 
herein is proprietary to Hedgeye and involves aggregating the actual historical results for each security while it "resides" in the appropriate MicroQuad 
over the defined periods of time. These results do not include any consideration for trading costs, commissions, or other factors that could impact 
results, we make no representations or warranties that past results will or can be repeated, and the data have not been verified by a third-party.

PERFORMANCE MONITOR FORWARD/PROSPECTIVE PRICE CHANGES  

The data for each security are based on historic price performance and average forward returns and are not a guarantee of future performance. We make 
every effort to assure the accuracy of the calculations and forecasts; however, we cannot guarantee their accuracy or that performance will be repeated.

2Data Source: Hedgeye Compliance

Legal

https://www.hedgeye.com/terms_of_service
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For Week of May 16, 2022

Health Care Position Monitor

Disclaimer

Hedgeye’s “bias” represents Hedgeye’s outlook on companies currently under Hedgeye’s review, or for which timing is not right for greater coverage. Hedgeye may or may not provide further commentary on any or all
companies represented on the bias and representation of a company on the bias does not forecast whether Hedgeye will or will not issue any additional material on that company.

Note

Best Idea Longs/Shorts are high conviction ideas that we’ve either presented a Black Book for already or have one in the works (similar to other Hedgeye teams). Bias Ideas are ones in which we’ve done the bulk of the work,
but there may be another question we need to answer to move it over the line. All active positions are higher conviction than bias ideas. We rank active versus active and bias versus bias.

Best Ideas - Longs
Price

Mkt Cap 
($B)

Trend Tail
Best Ideas - Shorts

Price
Mkt Cap 

($B)
Trend Tail

LONG SHORT
Active Longs Active Shorts
BAX Baxter International Inc. $     73.03 $36.8B √ √ TXG 10x Genomics Inc Class A $     47.63 $4.5B × ×
HCA HCA Healthcare Inc $   214.92 $63.5B √ √ EXAS Exact Sciences Corporation $     52.29 $9.2B × ×
BDX Becton, Dickinson and Company $  248.44 $70.8B √ √ AMN AMN Healthcare Services, Inc. $     85.07 $3.8B × ×
DRIO DarioHealth Corp. $       5.86 $0.1B √ √ TDOC Teladoc Health, Inc. $    33.59 $5.4B × ×
ATIP ATI Physical Therapy, Inc. Class A $        1.73 $0.4B √ √ EYE National Vision Holdings, Inc. $    26.08 $2.1B × ×

XHS SPDR S&P Health Care Services ETF $     84.52 $0.1B × ×
ARKG ARK Genomic Revolution ETF $    32.40 $2.6B × ×

Long Bias Short Bias
ACHC Acadia Healthcare Company, Inc. $     70.59 $6.4B LFST Lifestance Health Group, Inc. $       6.79 $2.5B
PGNY Progyny, Inc. $     36.94 $3.4B CANO Cano Health Inc Class A $        5.15 $1.1B
PRVA Privia Health Group, Inc. $     24.05 $2.6B DGX Quest Diagnostics Incorporated $   136.39 $16.0B
CTKB Cytek Biosciences, Inc. $       9.38 $1.3B CYH Community Health Systems, Inc. $       6.49 $0.9B
ONEM 1Life Healthcare, Inc. $       8.37 $1.6B NTRA Natera, Inc. $    34.20 $3.3B
DOCS Doximity, Inc. Class A $     31.82 $3.4B
XHE SPDR S&P Health Care Equipment ETF $    88.60 $0.4B
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Hedgeye Macro Quad Outlook

4Data Source: Hedgeye Macro Team Estimates

Health Care Preferred in #Quad4

Macro Quads are useful in guiding long and short and factor exposures including Sector 
weighting.  However, at the stock level, the Macro Quads do not differentiate between tickers.

Hedgeye Quad Model Favorable Quad 4 Factors
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Micro Quad | Model vs Backtest

Data Source: Hedgeye, FactSet, Data Science 5

MicroQuad – Generic Growth Curve Progression Historical 1M Performance vs MicroQuad Curve



© Hedgeye Risk Management LLC. 6Data Source: BEA, Factset, Hedgeye Estimates

Personal Consumption Expenditure agrees with the XLV back test

Health Care Macro Utilization Data Outperforms in Quad 4
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Current COVID-19 Wave Less Severe  

Data Source: HHS, Hedgeye Estimates 7

Percentage of COVID Hospitalizations in the ICU ICU Utilization Post Trough
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Quad 4 Ranked Factor Exposure

Factor Name

Macro Quad 4
Average 3M Performance Q4 vs Q1

Quartile 1 Quartile 2 Quartile 3 Quartile 4 Effect Size

Short Interest Days to Cover 7.76 2.51 -0.94 0.17 7.59

Consensus Sales Momentum Bin1 (-1,0,+1) 0.05 2.02 2.56 5.92 5.87

Consensus Sales Estimate  Momentum 0.11 0.28 3.13 5.65 5.55

EV/Sales 0.66 0.88 3.21 5.87 5.21

Sales Bin2 4.80 3.84 1.95 -0.15 4.95

EBITDA NTM -0.88 3.31 2.57 3.07 3.94

Consensus Sales Acceleration Standardized 8.62 7.65 9.22 4.95 3.67

Consensus Sales Slope Unstandardized -0.27 1.88 3.70 3.25 3.52

EBITDA Growth NTM/LTM 2.58 3.12 2.38 -0.39 2.97

Dollar Volume 1.14 1.82 3.21 4.10 2.96

Consensus EPS Growth, STM/NTM 4.87 0.07 2.88 2.19 2.68

Consensus EPS Growth, NTM/LTM 4.83 0.86 1.95 2.37 2.46

EV/EBITDA 5.12 -2.32 3.04 3.04 2.09

MicroQuad Average 2.76 6.40 3.72 0.72 2.04

Consensus Sales Growth, STM/NTM 3.27 2.89 3.05 1.24 2.03

Sales Correlation 4.28 2.09 1.53 2.82 1.45

Consensus Sales Growth, NTM/LTM 1.59 2.75 3.06 2.99 1.40

Consensus EBITDA Growth STM/NTM 0.98 2.31 2.58 2.31 1.33

Enterprise Value 1.72 2.01 3.56 3.00 1.28

Price Volatility, Quarterly 3.26 2.51 2.25 2.33 0.92

EBITDA Margin 1.27 2.91 2.52 2.14 0.87

Sellside Rating 3.60 2.24 1.61 2.75 0.85

Consensus Sales NTM 3.57 1.18 2.13 2.74 0.83

Sellside Rating 3.39 -0.53 2.95 4.10 0.71

Market Capitalization 2.34 2.19 2.81 2.90 0.56

Debt to Total Capitalization 3.39 -0.53 2.95 3.75 0.36

8Data Source: Factset, Hedgeye Estimates

This table includes data aggregated from 
our 306 unique tickers currently held 
across major Health Care ETFs including 
XLV, XBI, XHE, XHS, ARKG, and PINK. The 
data covers the period from 4Q 2008 to 1Q 
2022. 

The Average 3M Performance is measured 
daily and averaged for the quarter for each 
individual equity, which was then grouped 
by factor quartile.

The Effect Size is the absolute difference 
between quartile 4 and quartile 1. 

Consensus estimate trends are passed 
through a weekly process that drives our 
MicroQuad analysis for estimate 
momentum. Standardized values compare 
daily readings to the trailing 3 years.

Combining Quad and Factors across the Health Care Universe
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MicroQuad plus factors helps identify high probability risks and opportunities

Factor Screen by Macro Quad

Macro Quad Rank Factor RSQ Slope Q1 Q2 Q3 Q4 Quad 1: Growth Accelerating and Inflation Slowing
1 1 MicroQuad Consensus Sales 0.79 5.38 MicroQuad upper quartile and steepest slope, alongside highest 

expected revenue growth. High short interest is always a negative 
factor with 3 days to cover a key threshold.  Companies with 
negative EBITDA are richly rewarded with a huge performance 
spread over more profitable companies. 

1 2 Price Volatility 0.77 133.52
1 3 Revenue Growth STM 0.50 5.30
1 4 Short interest Days to Cover 0.49 -0.68
1 5 EBITDA Margin % 0.49 -0.09

Macro Quad Rank Factor RSQ Slope Q1 Q2 Q3 Q4 Quad 2: Growth Accelerating and Inflation Accelerating
2 1 Price Volatility 0.75 159.23 Similar set up to Macro Quad 1 with the inclusion of EV/Sales 

favoring the higher multiple names. 2 2 MicroQuad Consensus Sales 0.63 4.39
2 3 Short interest Days to Cover 0.51 -0.68
2 4 EV/Sales 0.46 0.25
2 5 Revenue Growth NTM 0.32 5.84

Macro Quad Rank Factor RSQ Slope Q1 Q2 Q3 Q4 Quad 3: Growth Decelerating and Inflation Accelerating
3 1 MicroQuad Consensus Sales 0.64 2.76 Quad 3 is the worst sector for Health Care.  Lower multiple names do 

poorly alongside high short interest names, likely reflecting 
perceived quality.  There is a downshift from higher growth and not-
for-profit to slower growth and higher margin.  

3 2 Short interest Days to Cover 0.51 -0.70
3 3 EV/Sales 0.33 0.11
3 4 Revenue Growth NTM 0.27 2.63
3 5 EBITDA Margin % 0.13 -0.03

Macro Quad Rank Factor RSQ Slope Q1 Q2 Q3 Q4 Quad 4: Growth Decelerating and Inflation Slowing
4 1 MicroQuad Consensus Sales 0.38 2.23 Health Care growth accelerates in Quad 4.  Any short interest is bad 

short interest in Quad 4, and lower multiple names are considered 
broken.  A negative margin and a low EV/Sales multiple is 
particularly negative factor combination.  Debt to total capital 
screens out companies using only equity as a source of capital.

4 2 Short interest Days to Cover 0.31 -0.49
4 3 EV/Sales 0.24 0.12
4 4 EBITDA Margin % 0.21 0.06
4 5 Debt to Total Capital 0.16 0.05
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Factor Screen: Short Interest and EBITDA Margin % 

Data Source: Factset, Hedgeye Data Science, Hedgeye Estimates 10

Short Interest: Quad 4 RSQ 0.31 EBITDA Margin: Quad 4 RSQ 0.21
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Factor Screen: Consensus Trend and EV/Sales

Data Source: Factset, Hedgeye Data Science, Hedgeye Estimates 11

MicroQuad: Quad 4 RSQ 0.38 EV/Sales: Quad 4 RSQ 0.24
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Factor Screen: Market Cap and Sales NTM

Data Source: Factset, Hedgeye Data Science, Hedgeye Estimates 12

Market Cap: Quad 4 RSQ 0.06 Sales NTM: Quad 4 RSQ 0.03
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Team Meeting Notes 

Long Screens Results

BAX – levered to recovery in hospital volume
BSX – Pent up demand for diagnostics and interventions accelerating
CRL – Contract research likely under pressure with recent volatility and funding 
trends 
CVS – New fiduciary rules, accelerating medical costs
CYH – Lower quality hospital assets
HOLX – Converting COVID testing platform to non-COVID menu, pent up demand.
ITGR – Medical device contract manufacturing
MMSI – Pent up demand, delayed diagnostics and interventions
TFX – Levered to hospital volume, amenable to forecast algorithm method
THC – Favorable outpatient surgery volume and staffing trends
UHS – Lower quality version of ACHC
UNH – Risk for accelerating medical costs,
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Team Meeting Notes

Short Screen Results

ALHC – Fits in with the advanced primary care trend
ALKS – Long term un-profitability
AXNX – Adoption risk
CDNA – Competition in transplant genetic testing from Natera
CLOV – Market has uncovered this short already, but may be a zero
DNA –Levered to biotech funding
EXAS – Competition, colonoscopy recovery, Thrive adoption risk vs spending
NARI – Adoption and regulatory risk
ONEM – Staffing strength, utilization recovery, long bench
OSH – Mature patient population with cost trend challenges post COVID
SLGC – Proteomics science experiment, biotech funding risk
TXG – Massive deceleration in revenue, delayed profitability in 2023
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Estimate Trend | Still Down and to the right… but

15Data Source: Factset, Hedgeye Estimates

Based on the current 
forecast trend, we see the 
bottom/cycle upturn 
happening in mid-July. 

Comments on 1Q22 thus far 
are underwhelming, as 
uncertainty seems to be an 
issue. The Macro Quad 
backdrop and labor inflation 
may be to blame, or perhaps 
it’s stubbornly high COVID 
case counts. 

Regardless, consensus 
revenue estimates began to 
turn negative at the end of 
February 2021, coincident 
with the beginning of a slide 
in performance across our 
Health Care universe. The 
upturn could be in sync with 
the end of Quad 4.

Multiples - especially for 
small caps and stocks with 
high EV/Sales multiples –
have been crushed over the 
past ~1 year.

The rate of change looks better and the upturn in the forecast is in mid-July, but it’s flattening.

?
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Factor Index | Short Interest Days to Cover

Our work on how to quantify 
and track the impact of stock 
factors at the individual 
equity level shows short 
interest routinely ranks at or 
near the top for effect size.

In Quad 4, the separation 
between low short interest 
names versus high is 
dramatic.  Although in the 
last few weeks, the impact 
has been less significant 
during the rallies.  

16Data Source: Hedgeye, FactSet, Data Science

Short interest is the top Factor in Quad 4
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Factor Index | Enterprise Value to Sales

EV/Sales has shown only 
modest results in separating 
high versus low multiple 
names.

We did notice that the 
absolute level of EBITDA saw 
good separation between 
large and small values, 
presumably driven by 
unprofitable TAM stories, 
although the signal was lost 
at the EV/Sales level.

17Data Source: Hedgeye, FactSet, Data Science

EV/Sales is a mediocre Factor in Quad 4
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Factor Index | Debt to Total Capital

Debt to total capital suggests 
not that debt is a positive, 
but instead of correlating to 
low quality, it more likely 
reflects market cap and 
access to capital.   

Smaller capitalization stocks 
tend to use equity instead of 
debt to fund operations 
particularly for unprofitable 
growth.

18Data Source: Hedgeye, FactSet, Data Science

Debt to Total Capital is the top Factor in Quad 4
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ACHC | Patient Share & Hourly Wages

Data Source: BEA, Hedgeye Estimates 19

Inpatient Psych Losing Share to Outpatient Wages Continue to Climb for Inpatient
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Despite Labor Headwinds, ACHC Continues Hiring

20Data Source: Company Filings, Company Website, Hedgeye and Other Proprietary Data Sources

Summary: ACHC Locations Tracker

Since the FY21 earnings call, we have 
continued to update our trackers. From 
the updates since, we can see that hiring 
has continued to accelerate MoM, attrition 
has remained low, and management looks 
to be replacing poorly- reviewed facilities 
with new ones. 

Management Response to Hiring

Despite system-wide pressure to staff 
inpatient,  behavioral beds, ACHC appears 
to be navigating the hiring landscape well 
through state- affiliated Direct Payment 
Programs, the installment of incremental 
agency labor, and tactful full- time 
employment.  

Tracker updates since the earnings call show that hiring has improved MoM since February

Q1-2019 Q2-2019 Q3-2019 Q4-2019 Q1-2020 Q2-2020 Q3-2020 Q4-2020 Q1-2021 Q2-2021 Q3-2021 Q4-2021 Q1-2022

# of Providers 2,337 2,403 2,454 2,513 2,578 2,631 2,680 2,720 2,757 2,849 2,935 3,016 3,110

# of Counselors 1,177 1,202 1,227 1,256 1,306 1,331 1,361 1,385 1,400 1,448 1,491 1,508 1,527
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Facilities Tracker Shows Hiring by Type and State

21Data Source: Company Filings, Company Website, Hedgeye and Other Proprietary Data Sources

Our most recent update shows the largest positive net change in Pennsylvania which lines up with management’s 
expectation to ramp the existing Tower Behavior Health Facility to 144 beds and the estimated open of a 192-bed facility in 
conjunction with Geisinger Health. Other states that showed net positive gains were Massachusetts, Wisconsin, and 
California, but hiring seems to be broad- based this time around. 

Additional granularity from our Facilities Tracker feeds into our model assumptions
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Model Adjustment | Incorporation of CTC Business

22Data Source: Company Filings, Company Website, Hedgeye and Other Proprietary Data Sources

CTC Patient Profile

Patients seeking treatment at an 
outpatient rehab facility are often self-
referred or court mandated, employed, and 
enroll in a 30-to-90-day program that 
costs between $3k and $10k per month 
(with the average being $5k). The mix of 
insurance types is roughly 45% self-pay, 
35%. Medicaid, 15% commercial, and 5% 
Medicare based on an application 
summary for the South Nashville 
Comprehensive Treatment Center in 
December 2020. 

CTC Business Analysis

From what we understand about the 
business, we believe the set-up is well-
positioned for the post- COVID 
environment of higher acuity patients 
carrying additional stresses as they 
“return to normal.” Demand for these 
services will be defensible, in-demand, 
and cheap in the near- term. Additionally, 
we expect that the CTC facilities recognize 
a lower mix of salaries due to the 
taxonomy codes of the employees who 
operate them. 

365 366 90 91 92 92 365 90 91 92 92 365 90 91 92 92 365
FY2019 FY2020 Q1-2021 Q2-2021 Q3-2021 Q4-2021 FY2021 Q1-2022 Q2-2022 Q3-2022 Q4-2022 FY2022 Q1-2023 Q2-2023 Q3-2023 Q4-2023 FY2023

Total Revenue
US Facilities Revenue, mm 2,008.4 2,089.9 551.2 582.2 587.6 575.6 2,296.5 616.7 641.8 666.8 646.9 2572.1 660.3 693.7 712.8 699.7 2766.5

US Primary Facilities Revenue, mm 1,667.0 1,734.6 457.5 483.2 493.5 480.6 1,914.9 521.1 530.1 560.8 542.3 2,154.3 558.5 574.9 600.2 587.2 2,320.7 

CTC Facilities Revenue, mm 341.4 355.3 93.7 99.0 94.0 95.0 381.6 95.6 111.7 106.0 104.7 417.9 101.8 118.8 112.7 112.5 445.8
UK Facilities Revenue, mm 1,099.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Corporate and Other Revenue, mm 0.0 0.0 0.0 0.0 0.0 17.9 17.9 0.0 0.0 0.0 6.0 6.0 0.0 0.0 0.0 0.0 0.0 

Total Revenue, mm $3,107.5 $2,089.9 $551.2 $582.2 $587.6 $593.5 $2,314.4 $616.7 $641.8 $666.8 $652.9 $2,578.1 $660.3 $693.7 $712.8 $699.7 $2,766.5
Consensus Revenue, mm $647.8 $657.9 $664.4 $2,587.9 $668.4 $701.3 $712.7 $722.0 $2,806.2

Delta, % -0.9% 1.4% -1.7% -0.4% -1.2% -1.1% 0.0% -3.1% -1.4%

CTC Facilities Revenue

US Facilities Revenue, mm 2,008.4 2,089.9 551.2 582.2 587.6 593.5 2,314.4 616.7 641.8 666.8 652.9 2,578.1 660.3 693.7 712.8 699.7 2,766.5 

US Behavioral Healthcare Facilities - EoP, # of facilities 224 227 228 229 230 238 238 238 240 241 242 242 243 244 245 246 246
Total CTC Facilities, # of facilities 127 131 133 134 136 141 141 142 144 146 148 148 150 152 154 156 156
Net change in CTC Facilities, # 4 2 1 2 5 10 1 2 2 2 7 2 2 2 2 8

Average # of CTCs, # of CTCs 142 143 

Month 1 142 143 
Month 2
Month 3

CTC Facilities Revenue, mm 341.4 355.3 93.7 99.0 94.0 95.0 381.6 95.6 111.7 106.0 104.7 417.9 101.8 118.8 112.7 112.5 445.8
% of Total Revenue 17.0% 17.0% 17.0% 17.0% 16.0% 16.0% 16.5% 15.5% 17.4% 15.9% 16.0% 16.2% 15.4% 17.1% 15.8% 16.1% 16.1%
% of Total Locations 56.7% 57.7% 58.3% 58.5% 59.1% 59.2% 59.2% 59.7% 60.0% 60.6% 61.2% 61.2% 61.7% 62.3% 62.9% 63.4% 63.4%

CTC Revenue per Facility, 000s 2,712.1 704.5 738.6 691.2 673.5 2,706.6 673.1 775.5 725.8 707.1 2,881.5 678.5 781.7 731.6 721.3 2,913.1 
CTC Revenue per Facility Growth, % -4.5% 5.0% 5.0% 5.0% 6.5% 0.8% 0.8% 0.8% 2.0% 1.1%

CTC Revenue per Facility per Month, 000s 904.0 234.8 246.2 230.4 224.5 902.2 224.4 258.5 241.9 235.7 960.5 226.2 260.6 243.9 240.4 971.0 

Patients per Month, # 45.2 47.0 49.2 46.1 44.9 45.1 44.9 51.7 48.4 47.1 48.0 45.2 52.1 48.8 48.1 48.6 

Average Cost of a 30-Day Outpatient Rehab Program, $000s 20 5 5 5 5 20 5 5 5 5 20 5 5 5 5 20

CTC Revenue per Facility per Day, 000s 7.4 7.8 8.1 7.5 7.3 7.4 7.5 8.5 7.9 7.7 7.9 7.5 8.6 8.0 7.8 8.0 

CTC Facilities Revenue Growth, YoY% 8.2% 18.5% 0.9% 3.2% 7.4% 2.0% 12.8% 12.7% 10.2% 9.5% 6.5% 6.4% 6.3% 7.5% 6.7%
US Same Facility  - Revenue Growth, % 7.4% 18.0% 7.9% 10.7% 10.9% 8.6%

Impact on Revenue per Patient Day by Service Line
CTC Facilities Revenue, mm 355.3 93.7 99.0 94.0 95.0 381.6 95.6 111.7 106.0 104.7 417.9 101.8 118.8 112.7 112.5 445.8

Remaining Service Lines Revenue, mm 1,734.6 457.5 483.2 493.5 498.5 1,932.8 521.1 530.1 560.8 548.3 2,160.3 558.5 574.9 600.2 587.2 2,320.7 

Corporate and Other Revenue, mm - - - - 17.9 17.9 - - - 6.0 6.0 - - - - -
Total Revenue, mm 2089.9 551.2 582.2 587.6 611.4 2332.3 616.7 641.8 666.8 658.9 2584.1 660.3 693.7 712.8 699.7 2766.5

US Facility Patient Days, 000s days 2,667.8 674.5 712.6 701.4 686.6 2,775.1 706.3 744.6 759.0 737.8 2,947.7 751.0 801.1 805.8 783.2 3,141.1 

CTC Facilities Revenue per Patient Day (calculated), $ 133.2 138.9 138.9 134.0 112.2 131.1 135.3 150.0 139.6 133.7 139.7 135.5 148.3 139.8 143.7 141.9 

US Facility Revenue ex CTC per Patient Day (calculated), $ 650.2 678.3 678.0 703.7 752.2 702.9 737.7 711.9 738.9 751.3 734.9 743.6 717.6 744.8 749.7 738.8 

US Facility Revenue per Patient Day (calculated), $ 783.4 817.2 816.9 837.8 864.4 834.0 873.0 861.9 878.5 885.0 874.6 879.1 865.9 884.6 893.4 880.7 
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Valuation | Upside to Current Price, but Better Entry Point 

23

Based on our estimates and utilizing ACHC’s historical EV/NTM EBITDA range of 10-15x, we believe there is upside of 10-20% from the 
current price, but expect a better entry point later in 2Q22. The Quad 4 environment, which is expected to persist through FY22,
should pin down the share price in the coming weeks during a quiet period for our expected catalyst path. For this reason, we have 
chosen to add ACHC to our long bench and will wait to be informed by our Trackers before pushing the name to an active long. 

Data Source: Factset, Hedgeye Estimates
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2.0M Job Openings hits a new high even as hiring, which should draw down on Job Openings, 
hits its own 20-month high.

Health Care Labor Demand is Extremely Elevated
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Deferred Care | General Medical and Surgical Hospitals 

Compared to the pre-
pandemic trend, the US 
General and Medical Surgical 
Hospitals have built up 
329,000 Aggregate Weekly 
Hours among Production and 
Nonsupervisory Workers, 
greater than twice the 
current Aggregate Weekly 
Hours reading as of February 
2022.

It takes staff to deliver care 
and the gap in aggregate 
hours is proportional to the 
amount of care that was 
deferred and will return 
either as incremental patient 
volume or sicker patients 
with higher acuity.  In either 
scenario, we should expect 
above trend volume for an 
extended period.

25Data Source: BLS, Hedgeye Estimates

Hospital care has never recovered to trend and continues to build the deferral pool
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Requires office visits and biopsies, follow for advanced diagnostics such as imaging

Cancer Screening Above 2021 Levels
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Requires office visits and in person imaging

Screening Colonoscopy 
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The pace of new awards continues to lag the number of Project Ends while Institutional funding 
remains highly concentrated among Top 50 institutions.

TXG | “Single Cell” Grant Awards 
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29Data Source: HHS, Hedgeye Estimates

Non-COVID Hospital Occupancy is up +8% year over year, hitting new post pandemic highs, and 
breaking above prior inter-COVID peaks.   

Hospital Non-COVID Occupancy 72.4%
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Omicron, and prior COVID waves, both suppress supply and create demand.  Labor supply is 
shaking loose post Omicron.

Registered Nurse Employment Status
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As of May 2022, our tracker data for spot labor pricing peaked in January and has retraced 
much of the Delta and Omicron gains.  

Extremes in Wage Inflation Easing 
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As of May 2022, our tracker data for spot labor pricing peaked in January and has retraced 
much of the Delta and Omicron gains.  

Extremes in Wage Inflation Easing 
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HHS has been surveying hospital capacity and labor availability since July 2020

Fewer Critical Labor Shortages 
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80% drop through on the incremental surgical case for the non-COVID volume recovery

Field Notes | Hospital CFO Call – COVID-19 & Margins 

On April 13, we spoke with a hospital CFO within a 30+ hospital system 
about COVID-19 testing, staffing/labor, and general business trends. 
We last spoke with this contact in January, and his opinions and 
feedback help explain how an operator like HCA can navigate COVID 
waves and “win” in a post-COVID environment.

Key points:
1. Our contact saw COVID testing drop from ~$200k estimated cost 

in January to ~$50k in March.
2. The average rate for temp staffing (ICU, ER) has dropped from a 

peak of ~200/hr. to $140-$150/hr. but reducing the % of temp staff 
has not been possible, despite best efforts: “It’s still a really tight 
market.”

3. While there’s been a decrease in inpatient surgeries, there’s been 
a “leap forward” in outpatient.

4. Through 1Q22, outpatient visits were up nearly 5% y/y, and our 
contact thinks that can trend toward +6% to 8%- maybe 10% - over 
the course of this year. 

5. Most systems should be able to handle a 5% uptick in volume with 
current staff.

6. On incremental case volume, up to 70%-80% or revenue can fall to 
the bottom line, on average (50% is a good, “appropriately 
conservative” estimate).

Q&A Highlights
How are your surgeons doing on volume?
• When I speak to surgeons, there’s no “I’m slowing down.” Surgeons do 500-600 

cases per mo., and we’ve already got ~350 on the schedule for May.
How’s acuity trending?
• It was ~1.45 to start the year, then it ticked up to 1.47, now its 1.50. Back of the 

envelope, if that’s $150/$200 per admit – 1600 admits, it’s another $320k 
through the door just due to sicker patients.

With the consumer – do you have any worries about bad debt? How might this year 
compare to prior recessions?
• We try to work w/ patients. If someone owes $2k, can they give us $500 (for a 

colonoscopy, can we get about same as Medicare?). Thinking back to 2015, the 
hospital I was at crushed it. I recall having good years in ‘08-’09 as well. Overall, 
I’m optimistic – April is going well, 1Q was pretty good. It’s a good demand 
environment.

How important are relationships with independent physician groups?
• It’s super important – you don’t have to pay them; goals may be more aligned. 

Some of the employed docs don’t care as much. The independents are hard 
working, and we want to get as many of their patients in, let them know we 
appreciate it, etc. If you need to employ them, you’re likely doing it as a 
defensive move.

How are labor/temp rates trending?
• In surgical and GI suites, the rates are much lower than Med-Surg and ICU/ER; 

there’s not as much demand.
• $138-$145 recently – the rates have really compressed – Med surge was $160, 

and the others were near $200.
If you can add procedures because COVID is falling off or otherwise, how much of that 
falls to the bottom line?
• On incremental cases – up to 70%-80% can fall to the bottom line.
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Occupancy for non-COVID hit 69.84% a new high for the pandemic

HCA | Non-COVID Occupancy Making a New High

4/22/2022, 69.84%
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ATI reported Clinical FTE vs our Tracker based on clinic listed locations

ATIP | Clinical FTE vs Tracker
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37Data Source: Company Filings, Google Trend, Hedgeye Estimates

Google Trend “Physical Therapy” vs Visits per day or patient visits divided by operating days.  
We had previously shown our Google Trend lines up with visits per day.

ATIP | Visits Per Day vs Google Trend  
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Omicron impact looks modest compared to normal seasonality

Physical Therapy | Claims Trend
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Google Trend for ‘Physical Therapy’ 

Physical Therapy | Demand Accelerating 
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EYE | Unfavorable Optical Goods Operating Trends 

Data Source: BLS, Hedgeye Estimates 40

Average Hourly Earnings +20% Aggregate Weekly Hours -1%
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Tracker and anecdotes have been negative

LFST | High Attrition Risk

Anecdotes:
• We’ve spoken with several former 

employees, some of which were at 
a practice at the time of a 
Lifestance acquisition.

• Reports of management problems 
and retention are consistently 
negative 

• In the current high demand and 
accelerating wage environment, 
we expect continued topline and 
margin pressure.
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For more information, contact us at:

42

HealthCareTeam@Hedgeye.com


	Health Care Quad Playbook Review
	Legal
	Health Care Position Monitor
	Hedgeye Macro Quad Outlook
	Micro Quad | Model vs Backtest
	Health Care Macro Utilization Data Outperforms in Quad 4
	Current COVID-19 Wave Less Severe  
	Quad 4 Ranked Factor Exposure
	Factor Screen by Macro Quad
	Factor Screen: Short Interest and EBITDA Margin % 
	Factor Screen: Consensus Trend and EV/Sales
	Factor Screen: Market Cap and Sales NTM
	Long Screens Results
	Short Screen Results
	Estimate Trend | Still Down and to the right… but
	Factor Index | Short Interest Days to Cover
	Factor Index | Enterprise Value to Sales
	Factor Index | Debt to Total Capital
	ACHC | Patient Share & Hourly Wages
	Despite Labor Headwinds, ACHC Continues Hiring
	Facilities Tracker Shows Hiring by Type and State
	Model Adjustment | Incorporation of CTC Business
	Valuation | Upside to Current Price, but Better Entry Point 
	Health Care Labor Demand is Extremely Elevated
	Deferred Care | General Medical and Surgical Hospitals 
	Cancer Screening Above 2021 Levels
	Screening Colonoscopy 
	TXG | “Single Cell” Grant Awards 
	Hospital Non-COVID Occupancy 72.4%
	Registered Nurse Employment Status
	Extremes in Wage Inflation Easing 
	Extremes in Wage Inflation Easing 
	Fewer Critical Labor Shortages 
	Field Notes | Hospital CFO Call – COVID-19 & Margins 
	HCA | Non-COVID Occupancy Making a New High
	ATIP | Clinical FTE vs Tracker
	ATIP | Visits Per Day vs Google Trend  
	Physical Therapy | Claims Trend
	Physical Therapy | Demand Accelerating 
	EYE | Unfavorable Optical Goods Operating Trends 
	LFST | High Attrition Risk
	Slide Number 42

