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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.

Legal
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For Week of March 16, 2020

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 bench and representation of a company on the bench does not forecast whether Hedgeye will or will not issue any additional material on that company.

Best Ideas - Longs
Price

Mkt Cap 
($B)

Trend Tail
Best Ideas - Shorts

Price
Mkt Cap 

($B)
Trend Tail

LONG SHORT
Active Longs Active Shorts
GH Guardant Health, Inc. $     63.52 $6.0B √ √ EXAS Exact Sciences Corporation $     47.37 $7.0B × ×
AMN AMN Healthcare Services, Inc. $      70.72 $3.3B √ HQY HealthEquity Inc $    46.69 $3.3B × ×

NVTA Invitae Corp. $     10.86 $1.1B × ×

Long Bias Short Bias
TDOC Teladoc Health, Inc. $    122.79 $9.0B HCA HCA Healthcare Inc $    94.84 $32.1B
MYGN Myriad Genetics, Inc. $      12.03 $0.9B UNH UnitedHealth Group Incorporated $ 238.64 $226.4B
TXG 10x Genomics Inc Class A $     60.55 $1.3B DVA DaVita Inc. $     75.03 $9.4B
UHS Universal Health Services, Inc. Class B $      93.70 $7.4B DXCM DexCom, Inc. $    211.35 $19.4B
ZBH Zimmer Biomet Holdings, Inc. $     88.73 $18.3B THC Tenet Healthcare Corporation $     16.85 $1.8B
ANTM Anthem, Inc. $    241.37 $60.9B MD MEDNAX, Inc. $      11.66 $1.0B

SGRY Surgery Partners, Inc. $       5.30 $0.3B
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US Health System Capacity vs COVID-19

4Data Source: Center for Health Security, MEPS, US Census

The regulatory response to 
COVID-19 has been severe 
despite a relatively benign 
prognosis for young and 
healthy people. 

There are ~6M people with a 
health status of Poor over 
the age of 45 in the United 
States, 792,417 staffed 
hospital beds, 97,776 ICU 
beds, and 175,000 
ventilators including 
strategic stockpiles.

The goal of interventions is 
to prevent COVID-19 from 
overrunning available acute 
care capacity. 

Mitigation is focused on preventing hospitalization rates that overwhelm the system 

Population Count AGE Good Fair Poor Total
United States Population (2018) 327000000 0 - 4 AGE 6.08% 0.11% 0.01% 6.21%
65-90 Poor Health 2891896 5 - 17 AGE 16.52% 0.35% 0.03% 16.91%
45-64 Poor Health 3391706 18 - 24 AGE 8.82% 0.34% 0.03% 9.20%
Total Poor Health 6283602 25 - 44 AGE 23.93% 1.83% 0.39% 26.15%

45 - 64 AGE 22.03% 3.12% 1.06% 26.21%
Ventilator capacity Units 65 - 90 AGE 12.11% 2.33% 0.90% 15.34%
Full feature 62000 Total 89.49% 8.08% 2.43% 100.00%
Basic function 98000
SRS 15000
Total 175000

Scenario Hospitalized Ventilation
Hospitalizaiton 

Percentage
Ventilation 
Percentage

Ventilation % 
Hospitalization

Hospitalized as a 
% of Poor Health 

AGE 45-90
Ventilator 

surplus/(deficit)
Moderate (1958/68-like) 856000 64875 0.26% 0.02% 7.58% 13.62% 110,125 
Severe (1918-like) 9900000 742500 3.03% 0.23% 7.50% 157.55% (567,500)

COVID-19 817500 61313 0.25% 0.02% 7.50% 13.01% 113,688 
COVID-19 1635000 122625 0.50% 0.04% 7.50% 26.02% 52,375 
COVID-19 2452500 183938 0.75% 0.06% 7.50% 39.03% (8,938)
COVID-19 3270000 245250 1.00% 0.08% 7.50% 52.04% (70,250)

VENTILATOR STOCKPILING AND AVAILABILITY IN THE US AND INTERNATIONALLY The US Department of Health and Human Services (HHS) estimates that 865,000 US 
residents would be hospitalized during a moderate pandemic (as in 1957 and 1968) and 9.9 million during a severe pandemic (as in 1918).1 o Moderate (1958/68-like) = 64,875 
would need mechanical ventilation o Severe (1918-like) = 742,500 would need mechanical ventilation.
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COVID-19 Impact on inpatient hospital care

5Data Source: Politico, Hedgeye

Elective procedures declines and COVID-19 admissions ramp higher

COVID-19 Infection rate 30.00%
Hospitalization rate 10.00%
Increase in hospitalization 3.00%
Elective, percentage 40.00%
Increase/(Decrease) from elective -80.00%
Increase/Decrease elective -32.00%
COVID-19 Case reimbursement $200,000.00
Increase/(Decrease) -$14,762,946,974
Percentage Increase/(Decrease) -3.46%
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CDC Mitigating Strategies

Guidance 2020
Low High

Net cash provided by operations 1250 1525
Payments for restructuring, litigation, acquisition, other 225 200
Adjusted net cash from operations 1475 1725
PP&E -700 -750
Adjusted Free Cash Flow Guidance 775 975

EBITDA guidance
Hospital 1430 1490
Ambulatory 970 1000
Conifer 385 395
Total 2785 2885

6Data Source: CDC, Filings

The breadth and depth of mitigating strategies appear likely to be increasingly severe.  NYC is considering more 
aggressive actions as of March 13th even after implementing a State of Emergency earlier this week. Under a full elective 
procedure prohibition, the situation includes a discussion of liquidity, hospital bailouts, etc.

“Cancel elective and non-urgent procedures”
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THC | Credit Default Swaps

7Data Source: Factset

THC’s 5-year credit default 
swap has made new highs 
in two steps over the last 6 
weeks and as the Macro 
Quad 4 took hold and 
COVID-19 expanded in the 
US.  Mitigation risk has 
increased substantially in 
the last few days.

Leverage in a Macro Quad 4  

Sep Oct Nov Dec Jan Feb
0

100

200

300

400

500

600

15

20

25

30

35

40

106.55

544.54

16.97

Tenet Healthcare Corporation
Basis Points

Tenet Healthcare Corporation - CDS 5Yr Mid (Left) Tenet Healthcare Corporation - CDS 1Yr Mid (Left) Tenet Healthcare Corporation - Price (Right)



© Hedgeye Risk Management LLC.

THC | Tracker Ambulatory

8Data Source: BLS, BEA, CDC, Hedgeye estimates

Surgical case volume 
reported in the ASCs and 
Surgical hospitals on a 
same facility basis, forecast 
pre-COVID-19.

With the prohibition of 
elective procedures 
expanding across the 
United States, this forecast 
will be heading lower and 
soon.

Ambulatory Volume Tracker (data pre-COVID-19) 
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THC | Tracker Hospital 

9Data Source: BLS, BEA, CDC, Hedgeye estimates

Our Tracker should be 
sensitive to Adjusted 
Admissions as the 
economic slowdown ripples 
through the economy offset 
by rising COVID-19 cases.

Adjusted Admissions – Hospital Volume Tracker (data pre-COVID-19)
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TDOC | App Downloads
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Teladoc Amwell: Doctor Visits 24/7 Doctor On Demand MDLIVE

TDOC is outpacing rivals since 4Q19. 

Data Source: BLS, BEA, CDC, Hedgeye estimates

Teladoc outpacing rivals
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TDOC | App Downloads

11Data Source: SensorTower, Google Trends

Google Trends on a log  
scale versus downloads.

“Teladoc Health Inc on Friday 
said it experienced a 50% spike 
in patient visit volume over the 
prior week, in what the 
telehealth company called an 
“unprecedented daily visit 
volume” in the United States, as 
the coronavirus spreads 
globally.” - Reuters

Home bound patients will 
likely convert office-based 
care to TDOC’s platform, 
some of which will be a 
permanent shift. 

Coronavirus is ramping, shutting patients indoors and forcing them online
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TDOC | Medical and Behavioral  

12Data Source: SensorTower

BetterHelp and mental health utilization is likely to increase alongside converting medical
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TDOC | Potential Patient Volume is Large 

13Data Source: CDC, Hedgeye estimates

Current utilization levels ~4.0% based on ~3.0 visits per member
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TDOC | Valuation Multiple
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14Data Source: FactSet, Hedgeye

To get the shares back into 
previous EV/Sales ranges 
implies ~$1,300M in 
revenue compared to the 
guidance of $695-$705M. 

Assuming $50 per visit, this 
gap equates to 12M visits, a 
utilization factor of 10.9% 
versus the reported 2.4%.

EV/NTM Sales

Average: 5.8x

Upper Limit (Std. Dev.): 8.2x

Lower Limit (Std. Dev.): 3.4x
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