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Hospital Executives Weigh in on Telehealth
Utilization, RPM, & TDOC/LVGO Merger
Healthcare Technology & Distribution | Comment
As part of A.J. Rice’s monthly hospital survey, we surveyed hospital executives at 69 hospitals
across 21 states on various topics regarding telehealth trends and utilization, remote patient
monitoring, and thoughts on the Teladoc/Livongo combination.
Telehealth Utilization Trends: The percentage of outpatient visits currently being conducted
via telehealth is 14%, on a weighted average basis. Respondents in urban, suburban and rural
regions reported that telehealth visits made up 19%, 18% and 9% of total outpatient visits,
resp. In a post-COVID-19 world, our respondents see the percentage dropping only modestly
to 11%. Respondents in urban, suburban and rural regions expect that 15%, 12% and 7% of
total outpatient visits, resp, will be conducted via telehealth post-COVID-19. Surprisingly,
urban areas are adopting telemedicine the most quickly, and the states using telemedicine the
least are mostly comprised of rural and suburban regions (somewhat counterintuitive given
rural areas have the most to gain from providing telemedicine options). As we have noted in
the past (see our note: Telehealth Industry: Beyond the Pandemic), we estimate around 30%
of all ambulatory visits can be conducted via telehealth.
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Remote Patient Monitoring: Around 37% of respondents note that they work with a RPM
vendor to provide care for patients that are living with chronic conditions, 33% do not have
such a partnership but either plan to explore one or are rolling out next year, & 28% note
they do not have such a partnership and have no options to explore one. We also asked
respondents what they view as the most significant barrier to introducing or expanding a
remote patient monitoring program for their patients. The most frequently selected answer
(52% of respondents) was reimbursement, followed by operational complexity (24%).
Views About Teladoc/Livongo Combination: When asked about their views on the
Teladoc/Livongo combination, around 30% of respondents noted that the combined entity
is compelling enough for them to explore (rest 70% noted that the merger has no impact on
their future plans). Interesting, among the respondents who don’t have any RPM vendor
partnership but plan to explore one or are rolling out next year, around 48% of respondents
see the combined entity compelling enough to explore. More interestingly, even among the
respondents who currently work with a RPM vendor, around 38% of respondents see the
combined entity compelling enough to explore. As we highlighted in our TDOC rating
upgrade note, we see an opportunity for the combined company to leverage the InTouch
Health platform and exposure to the health system/provider market to serve as a natural
extension and accelerate LVGO’s entrance into an underpenetrated provider market.
Through recent changes to reimbursement and covered remote patient monitoring services,
LVGO has an opportunity to enable health systems/providers to manage care for their
respective populations while getting reimbursed using CMS billable codes. The ability to
send a patient home with a connected device that is integrated into a technology platform
and able to provide insights and alerts at the appropriate moment is a compelling opportunity
for LVGO, in addition to the capability to integrate the InTouch Health and LVGO solutions
together in this underpenetrated market.
DISCLOSURE APPENDIX AT THE BACK OF THIS REPORT CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS,
LEGAL ENTITY DISCLOSURE AND THE STATUS OF NON-US ANALYSTS. US Disclosure: Credit Suisse does and seeks to do business
with companies covered in its research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could
affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.
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Telehealth, Remote Patient Monitoring, and
Thoughts on TDOC/LVGO Combination
As part of A.J. Rice’s monthly hospital survey, we surveyed hospital executives at 69 hospitals
across 21 states on various topics regarding telehealth trends and utilization, remote patient
monitoring, and thoughts on the Teladoc/Livongo combination.

Telehealth Trends and Utilization
We asked respondents what percent of their outpatient visits are currently being conducted via
telehealth. On a weighted average basis, the percentage of outpatient visits being conducted via
telehealth is 14%. There was some disparity in responses among hospital demographics, with
respondents in urban, suburban and rural regions reported that telehealth visits made up 19%,
18% and 9% of total outpatient visits, respectively. These results were consistent with
Doximity’s 2020 State of Telemedicine report (see our note: Interesting Takes From Doximity's
2020 State of Telemedicine). Surprisingly, urban areas are adopting telemedicine the most
quickly, and the states using telemedicine the least are mostly comprised of rural and suburban
regions (somewhat counterintuitive given rural areas have the most to gain from providing
telemedicine options).
Figure 1: What percent of your outpatient visits are currently being conducted via
telehealth?
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Overall, 33% of respondents indicated that 5.1-10% of outpatient visits are being done via
telehealth, with 18% of respondents indicating 10.1-15% and 15% of respondents indicating
0.1-5%.
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Figure 2: What percent of your outpatient visits are currently
being conducted via telehealth? – Total

Figure 3: What percent of your outpatient visits are currently
being conducted via telehealth? – Rural
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Figure 4: What percent of your outpatient visits are currently
being conducted via telehealth? – Suburban

Figure 5: What percent of your outpatient visits are currently
being conducted via telehealth? – Urban
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We also asked respondents, post-COVID-19, what they expect telehealth visits will represent
as a percentage of all outpatient visits. On a weighted average basis, the percentage of
outpatient visits that respondents expect will be conducted via telehealth is 11%. On a weighted
average basis, respondents in urban, suburban and rural regions expect that 15%, 12% and
7% of total outpatient visits, respectively, will be conducted via telehealth.
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Figure 6: Post-COVID-19, what do you expect telehealth visits will represent as a
percent of all outpatient visits?
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Overall, 37% of respondents indicated they expect telehealth visits will represent 5.1-10% of all
outpatient visits post-COVID-19, with 19% of respondents expecting a higher range of 10.115%.
Figure 7: Post-COVID-19, what do you expect telehealth visits
will represent as a percent of all outpatient visits? – Total

Figure 8: Post-COVID-19, what do you expect telehealth visits
will represent as a percent of all outpatient visits? – Rural
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Figure 9: Post-COVID-19, what do you expect telehealth visits
will represent as a percent of all outpatient visits? – Suburban

Figure 10: Post-COVID-19, what do you expect telehealth visits
will represent as a percent of all outpatient visits? – Urban

28%

35%
22%
25%

17%
11%
6%

11%
6%

Source: Credit Suisse

10% 10% 10%
5%

5%

Source: Credit Suisse

Remote Patient Monitoring
We asked survey respondents if they partner with any vendors in the remote patient monitoring
space to provide care for patients that are living with chronic conditions. The responses were
fairly evenly split, with 37% indicating they are already working with one, 33% indicating they
do not have such a partnership but either plan to explore one or are rolling out next year, and
28% indicating they do not have such a partnership and have no options to explore such
partnership.
Figure 11: Do you partner with any vendors in the remote patient monitoring space to
provide care for patients that are living with chronic conditions?
Yes, we are already
working with one
37%

We don’t have any
such vendor
partnership, and we
have no plans to
explore
28%

We don’t have any
such vendor
partnership, but we
plan to explore one
or are rolling out
next year
33%

Source: Credit Suisse

We also asked our survey respondents what they view as the most significant barrier to
introducing or expanding a remote patient monitoring program for their patients. The most
frequently selected answer (52% of respondents) was reimbursement, followed by operational
complexity (24%).
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Figure 12: What do you view as the most significant barrier to introducing or
expanding a remote patient monitoring program for your patients?
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Teladoc/Livongo Combination
Finally, we asked survey respondents for their views on the Teladoc/Livongo combination.
Around 30% of respondents noted that the combined entity is compelling enough for them to
explore.
Figure 13: What are your views on the Teladoc / Livongo combination?
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Interesting, among the respondents who don’t have any RPM vendor partnerships but plan to
explore one or are rolling out next year, around 48% of respondents see the combined entity
compelling enough to explore. More interestingly, even among the respondents who currently
work with a RPM vendor, around 38% of respondents see the combined entity compelling
enough to explore.
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Figure 14: What are your views on the Teladoc / Livongo
combination? – Among the respondents who don’t have any
RPM vendor partnership, but plan to explore one or are rolling
out next year
We do not currently partner with
Teladoc or Livongo and the merger
has no impact on our future plans
We do not currently partner with
Teladoc or Livongo, but the
combined entity is compelling
enough for us to explore
We currently partner with Teladoc,
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our future plans
We currently partner with Teladoc,
and we plan to explore what the
combined entity can offer for us

Source: Credit Suisse
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Figure 15: What are your views on the Teladoc / Livongo
combination? – Among the respondents who currently have a
RPM vendor partnership
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Valuation, Methodology and Risks
Target Price and Rating
Valuation Methodology and Risks: (12 months) for Livongo Health (LVGO.OQ)
Method: Our $132 target price and Outperform rating for LVGO are derived from 26x our 2021 revenues estimate, which assumes LVGO
shares maintain the current one-year forward EV/revenue multiple 12-months from now.
Risk:

Downside risks to our rating and TP include loss of any major contracts, failure to improve margins and a failure to execute on crossselling among solutions, increased unemployment resulting in higher-than-expected churn in LVGO's existing membership base.

Target Price and Rating
Valuation Methodology and Risks: (12 months) for Teladoc Health (TDOC.N)
Method: Our $249 target price and Outperform rating for TDOC are derived from 16x our 2022 pro forma revenue estimate, generally in-line
with similar high top-line growth SaaS companies. We rate TDOC as outperform as we expect the company to outperform its peers.
Risk:

Downside risks to our $249 target price and Outperform rating include loss of any major contracts and failure to improve margins and
generate incremental revenue from current members, as well as integration issues with the announced merger with LVGO.
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Companies Mentioned (Price as of 16-Sep-2020)
Livongo Health (LVGO.OQ, $124.1)
Teladoc Health (TDOC.N, $193.52)

Disclosure Appendix
Analyst Certification
I, Jailendra Singh, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed
in this report.
3-Year Price and Rating History for Livongo Health (LVGO.OQ)
LVGO.OQ
Date
14-Jul-20

Closing Price
(US$)
101.18

Target Price
(US$)
132.00

Rating
O*

* Asterisk signifies initiation or assumption of coverage.
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3-Year Price and Rating History for Teladoc Health (TDOC.N)
TDOC.N
Date
08-Oct-18
15-Nov-18
04-Nov-19
12-Jan-20
26-Feb-20
05-Mar-20
06-Apr-20
30-Apr-20
29-Jul-20
17-Aug-20

Closing Price
(US$)
71.00
60.29
80.35
85.16
116.86
134.33
150.13
164.59
218.25
205.02

Target Price
(US$)
80.00
67.00
76.00
90.00
111.00
137.00
152.00
165.00
225.00
249.00

Rating
N*
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* Asterisk signifies initiation or assumption of coverage.

As of December 10, 2012 Analysts’ stock rating are defined as follows:
Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark* over the next 12 months.
Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months.
Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months.

*Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the analyst's coverage universe
which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most att ractive, Neutrals the less attractive,
and Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as well as European (exc luding Turkey) ratings are
based on a stock’s total return relative to the analyst's coverage universe which consists of all compan ies covered by the analyst within the relevant sector, with
Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin America,
Turkey and Asia (excluding Japan and Australia), stock ratings are based on a stock’s total return relative to the average total return of the relevant country or
regional benchmark (India - S&P BSE Sensex Index); prior to 2nd October 2012 U.S. and Canadian ratings were based on (1) a stock’ s absolute total return
potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analys t’s coverage universe. For Australian and
New Zealand stocks, the expected total return (ETR) calculation includes 12-month rolling dividend yield. An Outperform rating is assigned where an ETR is
greater than or equal to 7.5%; Underperform where an ETR less than or equal to 5%. A Neutral may be assigned where the ETR is between -5% and 15%. The
overlapping rating range allows analysts to assign a rating that puts ETR in the context of associated risks. Prior to 18 May 2015, ETR rang es for Outperform and
Underperform ratings did not overlap with Neutral thresholds between 15% and 7.5%, which was in operation fro m 7 July 2011.

Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications,
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain
other circumstances.
Not Rated (NR) : Credit Suisse Equity Research does not have an investment rating or view on the stock or any other securities related to the
company at this time.
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Not Covered (NC) : Credit Suisse Equity Research does not provide ongoing coverage of the company or offer an investment rating or
investment view on the equity security of the company or related products.
Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the
past 24 months or the analyst expects significant volatility going forward.
Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or
valuation of the sector* relative to the group’s historic fundamentals and/or valuation:
Overweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months.
Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months.
Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.
*An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.

Credit Suisse's distribution of stock ratings (and banking clients) is:
Global Ratings Distribution

Rating

Versus universe (%)

Of which banking clients (%)

Outperform/Buy*
50%
(33% banking clients)
Neutral/Hold*
36%
(28% banking clients)
Underperform/Sell*
12%
(20% banking clients)
Restricted
2%
*For purposes of the NYSE and FINRA ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely
correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individ ual factors.

Important Global Disclosures
Credit Suisse’s research reports are made available to clients through our proprietary research portal on CS PLUS. Credit Suisse research
products may also be made available through third-party vendors or alternate electronic means as a convenience. Certain research products are
only made available through CS PLUS. The services provided by Credit Suisse’s analysts to clients may depend on a specific client’s
preferences regarding the frequency and manner of receiving communications, the client’s risk profile and investment, the size and scope of the
overall client relationship with the Firm, as well as legal and regulatory constraints. To access all of Credit Suisse’s research that you are entitled
to receive in the most timely manner, please contact your sales representative or go to https://plus.credit-suisse.com .
Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the
market that may have a material impact on the research views or opinions stated herein.
Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please
refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: https://www.creditsuisse.com/sites/disclaimers-ib/en/managing-conflicts.html .
Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone
to provide tax advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional.
Credit Suisse has decided not to enter into business relationships with companies that Credit Suisse has determined to be involved in the
development, manufacture, or acquisition of anti-personnel mines and cluster munitions. For Credit Suisse's position on the issue, please see
https://www.credit-suisse.com/media/assets/corporate/docs/about-us/responsibility/banking/policy-summaries-en.pdf .
The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's
total revenues, a portion of which are generated by Credit Suisse's investment banking activities
Please refer to the firm's disclosure website at https://rave.credit-suisse.com/disclosures/view/selectArchive for the definitions of abbreviations
typically used in the target price method and risk sections.
See the Companies Mentioned section for full company names

Credit Suisse or a member of the Credit Suisse Group is a market maker or liquidity provider in the securities of the following subject issuer(s):
LVGO.OQ, TDOC.N
For date and time of production, dissemination and history of recommendation for the subject company(ies) featured in this report, disseminated
within
the
past
12
months,
please
refer
to
the
link:
https://rave.creditsuisse.com/disclosures/view/report?i=551776&v=frxkbcc32od9bq51dwpvv4ah .

Important Regional Disclosures
Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from, or in connection with, this research report.
The analyst(s) involved in the preparation of this report may participate in events hosted by the subject company, including site visits. Credit
Suisse does not accept or permit analysts to accept payment or reimbursement for travel expenses associated with these events.
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit
https://www.credit-suisse.com/sites/disclaimers-ib/en/canada-research-policy.html.
Investors should note that income from such securities and other financial instruments, if any, may fluctuate and that price or value of such
securities and instruments may rise or fall and, in some cases, investors may lose their entire principal investment.
This research report is authored by:
Credit Suisse Securities (USA) LLC ......................................................... Jailendra Singh ; Jermaine Brown ; Adam Heussner
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Important disclosures regarding companies that are the subject of this report are available by calling +1 (877) 291-2683. The same important
disclosures, with the exception of valuation methodology and risk discussions, are also available on Credit Suisse’s disclosure website at
https://rave.credit-suisse.com/disclosures . For valuation methodology and risks associated with any recommendation, price target, or rating
referenced in this report, please refer to the disclosures section of the most recent report regarding the subject company.
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