
  

 

All expressions of opinion reflect the judgment of the Research Department of Raymond James & Associates, Inc. (RJA) as of the date stated above and are subject to change.  
Information has been obtained from third-party sources we consider reliable, but we do not guarantee that the facts cited in the foregoing report are accurate or complete.  Other 
departments of RJA may have information that is not available to the Research Department about companies mentioned in this report.  RJA or its affiliates may execute 
transactions in the securities mentioned in this report that may not be consistent with the report's conclusions. 
 © 2009 Raymond James & Associates, Inc. All Rights Reserved 

The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, FL  33716
Institutional clients may call for additional information:

Research 800-237-5643 • Trading 800-237-8426  
 

Healthcare 
Industry Brief 
 

John W. Ransom 
(727) 567-2593 
John.Ransom@RaymondJames.com 
 

Nicholas Jansen 
Senior Research Associate 
(727) 567-2446 
 
 

 

Healthcare: News Pipeline to Accelerate Over the Next Few Weeks 
 

 

Concurrent with the New Year, the new administration and a large healthcare conference by one of our 
competitors, we expect a healthy dose of news flow within our coverage universe over the coming weeks.  In 
this report, we attempt to parse out some of the expected “chatter” in an effort to provide investors a useful 
checklist as we approach the C4Q08 earnings season, which begins later this month. 

♦ Within our universe, we expect only one company, Health Management Associates, to announce CY09 
earnings guidance before releasing C4Q08 results.  We believe the company will offer up guidance prior 
to presenting at one of our competitor’s healthcare conferences on Tuesday, January 13

 
at 6:00 p.m. ET.   

♦ That said, while official guidance may not be offered, we expect several of the companies within our 
universe to offer some sort of commentary (at the aforementioned conference) surrounding C4Q08 
operating trends and expectations for 2009 in light of the weakening operating environment.  Within this 
group, we would expect an update on: (1) inpatient hospital admissions and bad debt trends from the 
hospitals (LifePoint, Community Health Systems, Universal Health Services, and Health Management 
Associates); (2) physician visit trends from the med-surg distributors (PSS World Medical, McKesson, 
and Cardinal); (3) hospital capital budgeting decisions and the impact on HIT/equipment purchases 
(McKesson and Cardinal); and (4) front-end and Rx sales expectations from the drug stores (CVS and 
Rite Aid).  In the aggregate, we believe commentary at this healthcare conference will likely drive these 
stocks in either direction before more formal expectations are established over the coming months. 

♦ Besides company-specific updates, we believe a more formal discussion surrounding Obama’s fiscal 
stimulus plan, including specific details with respect to the timetable and total dollar amount, will likely 
emerge over the coming weeks.  Within this bill, we would expect an increase in federal matching dollars 
for Medicaid (although the dollar amount is yet to be determined), which would be a positive for the 
widening state budget crisis.  In addition, we would not be surprised to see the SCHIP debate heat up 
again over the near term, as well as further discussions surrounding Obama’s $50 billion HIT initiative.  
We believe companies exposed to these issues will likely remain volatile until further certainty is 
established, something that could take months given the current economic situation and the growing 
federal deficit. 

♦ Finally, we expect MedPAC’s January meeting (January 8-9) to also spur some potential “noise” 
surrounding certain segments within our coverage universe, particularly home health (Gentiva Health 
Services and Amedisys) and skilled nursing.  We note that the January meeting is the most influential 
meeting of the year, as the commission makes its formal recommendations to Congress with respect to 
reimbursement for FY10.  While we believe most of the issues were telegraphed by the commission 
during the December meeting, we think the incremental push toward potential freezes or cuts to 
reimbursement in the post-acute space could cause some additional “noise” over the coming weeks.  
Given the new administration and its fervor for healthcare reform, we believe MedPAC, which was 
largely overlooked during the Bush reign, could regain some of its importance over the coming year. 

With the influx of data over the coming weeks, we will be diligently monitoring the information and will provide 
updates, when needed, to accommodate the news flow.  Stay tuned… 

Please read disclosure/risk information on page 3 and Analyst Certification on page 4. 
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Public companies mentioned in this report. 
  Priced as of RJ&A Rating 

Company Name Ticker 01/02/09 (if Applicable) 
Amedisys AMED $40.72 Strong Buy 
Cardinal Health Inc. CAH $35.22 Market Perform 
Community Health Systems, Inc. CYH $14.77 Outperform 
CVS/Caremark Corporation CVS $29.38 Strong Buy 
Gentiva Health Services GTIV $29.08 Market Perform 
Health Management Associates HMA $2.07 Outperform 
LifePoint Hospitals, Inc. LPNT $23.23 Market Perform 
McKesson Corporation MCK $39.02 Strong Buy 
PSS World Medical PSSI $19.03 Outperform 
Rite Aid Corporation RAD $0.34 Underperform 
Universal Health Services, Inc. UHS $38.12 Strong Buy 
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Important Investor Disclosures 

Strong Buy (SB1) .................Expected to appreciate and produce a total return of at least 15% and outperform the S&P 
500 over the next six months. For higher yielding and more conservative equities, such as 
REITs and certain MLPs, a total return of at least 15% is expected to be realized over the 
next 12 months. 

Outperform (MO2)................Expected to appreciate and outperform the S&P 500 over the next 12 months. For higher 
yielding and more conservative equities, such as REITs and certain MLPs, an Outperform 
rating is used for securities where we are comfortable with the relative safety of the 
dividend and expect a total return modestly exceeding the dividend yield over the next 12 
months. 

Market Perform (MP3)..........Expected to perform generally in line with the S&P 500 over the next 12 months and is 
potentially a source of funds for more highly rated securities. 

Underperform (MU4)............Expected to underperform the S&P 500 or its sector over the next six to 12 months and 
should be sold. 

Out of approximately 714 rated stocks in the Raymond James coverage universe, 52% have Strong Buy or Outperform 

ratings (Buy), 40% are rated Market Perform (Hold) and 8% are rated Underperform (Sell).  Within those rating 
categories, 29% of the Strong Buy- or Outperform (Buy) rated companies either currently are or have been Raymond 
James Investment Banking clients within the past three years; 13% of the Market Perform (Hold) rated companies are or 
have been clients and 8% of the Underperform (Sell) rated companies are or have been clients. 

Suitability ratings are not assigned to stocks rated Underperform (Sell).  Projected 12-month price targets are assigned 
only to stocks rated Strong Buy or Outperform. 

Suitability Categories (SR) 

Total Return (TR) .................Lower risk equities possessing dividend yields above that of the S&P 500 and greater 
stability of principal. 

Growth (G) ............................Low to average risk equities with sound financials, more consistent earnings growth, 
possibly a small dividend, and the potential for long-term price appreciation. 

Aggressive Growth (AG) .....Medium or higher risk equities of companies in fast growing and competitive industries, 
with less predictable earnings and acceptable, but possibly more leveraged balance 
sheets. 

High Risk (HR)......................Companies with less predictable earnings (or losses), rapidly changing market dynamics, 
financial and competitive issues, higher price volatility (beta), and risk of principal. 

Venture Risk (VR) ................Companies with a short or unprofitable operating history, limited or less predictable 
revenues, very high risk associated with success, and a substantial risk of principal. 

 

Analyst Holdings and Compensation: Equity analysts and their staffs at Raymond James are compensated based on 
a salary and bonus system.  Several factors enter into the bonus determination including quality and performance of 
research product, the analyst's success in rating stocks versus an industry index, and support effectiveness to trading 
and the retail and institutional sales forces.  Other factors may include but are not limited to: overall ratings from internal 
(other than investment banking) or external parties and the general productivity and revenue generated in covered 
stocks.  

 

Raymond James Relationships: RJA expects to receive or intends to seek compensation for investment banking 
services from the subject companies in the next three months. 

 

Company Name Disclosure 

Amedisys Raymond James & Associates lead-managed a follow-on offering of AMED shares  in 
November 2006. 

Raymond James & Associates provided investment advisory services to Amedisys in 
March 2008. 

Raymond James & Associates makes a NASDAQ market in shares of AMED. 
Community Health Systems, 
Inc. 

Raymond James & Associates received non-securities-related compensation from CYH 
within the past 12 months. 

CVS/Caremark Corporation Raymond James & Associates received non-investment banking securities-related 
compensation from CVS within the past 12 months. 

Gentiva Health Services Raymond James & Associates makes a NASDAQ market in shares of GTIV. 
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LifePoint Hospitals, Inc. Raymond James & Associates received non-securities-related compensation from LPNT 
within the past 12 months. 

Raymond James & Associates provided investment advisory services to LifePoint 
Hospitals, Inc. in co-managed an offering of convertible debt for LifePoint Hospitals, 
Inc. in May 2007. 

Raymond James & Associates makes a NASDAQ market in shares of LPNT. 
PSS World Medical Raymond James & Associates makes a NASDAQ market in shares of PSSI. 
 

 

General Risk Factors: Following are some general risk factors that pertain to the projected 12-month target prices 
included on our research for stocks rated Strong Buy or Outperform:  (1) Industry fundamentals with respect to customer 
demand or product / service pricing could change and adversely impact expected revenues and earnings; (2) Issues 
relating to major competitors or market shares or new product expectations could change investor attitudes toward the 
sector or this stock; (3) Unforeseen developments with respect to the management, financial condition or accounting 
policies or practices could alter the prospective valuation; or (4) External factors that affect the U.S. economy, interest 
rates, the U.S. dollar or major segments of the economy could alter investor confidence and investment prospects. 

Specific Investment Risks Related to the Industry or Issuer 

Healthcare Sector General Risks 
Potential risks such as reimbursement cuts, acquisition integration, and higher-than-expected operating costs (we note 
continued cyclical pressure on labor, supply and malpractice costs), as well as a slowing managed care pricing cycle, 
could negatively impact the healthcare sector. 

 

 

 

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system 
and suitability categories, is available at www.rjcapitalmarkets.com/SearchForDisclosures_main.asp. Copies of 
research or Raymond James’ summary policies relating to research analyst independence can be obtained by 
contacting any Raymond James & Associates or Raymond James Financial Services office (please see 
www.raymondjames.com for office locations) or by calling (727) 567-1000, toll free (800) 237-5643 or sending a 
written request to the Equity Research Library, Raymond James & Associates, Inc., Tower 3, 6

th
 Floor, 880 

Carillon Parkway, St. Petersburg, FL  33716. 

 

 

The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject 
securities. No part of said person's compensation was, is, or will be directly or indirectly related to the specific 
recommendations or views contained in this research report. In addition, said analyst has not received 
compensation from any subject company in the last 12 months. 

Investors should consider this report as only a single factor in making their investment decision. 

For clients in the United Kingdom: 

For clients of Raymond James & Associates (RJA) and Raymond James Financial International, Ltd. 
(RJFI):  This report is for distribution only to persons who fall within Articles 19 or Article 49(2) of the Financial 
Services and Markets Act (Financial Promotion) Order 2000 as investment professionals and may not be 
distributed to, or relied upon, by any other person. 

For clients of Raymond James Investment Services, Ltd.:  This report is intended only for clients in receipt of 
Raymond James Investment Services, Ltd.’s Terms of Business or others to whom it may be lawfully submitted. 

For purposes of the Financial Services Authority requirements, this research report is classified as objective with 
respect to conflict of interest management.  RJA, Raymond James Financial International, Ltd., and Raymond 
James Investment Services, Ltd. are authorized and regulated in the U.K. by the Financial Services Authority. 

For institutional clients in the European Economic Area (EEA) outside of the United Kingdom:  

This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to 
whom it may lawfully be submitted. 

Additional information is available on request. 
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Proprietary Rights Notice:  By accepting a copy of this report, you acknowledge and agree as follows: 

This report is provided to clients of Raymond James & Associates, Inc. (RJA) only for your personal, noncommercial use. 
Except as expressly authorized by RJA, you may not copy, reproduce, transmit, sell, display, distribute, publish, 
broadcast, circulate, modify, disseminate or commercially exploit the information contained in this report, in printed, 
electronic or any other form, in any manner, without the prior express written consent of RJA. You also agree not to use 
the information provided in this report for any unlawful purpose. This is RJA client releasable research 

This report and its contents are the property of RJA and are protected by applicable copyright, trade secret or other 
intellectual property laws (of the United States and other countries).  United States law, 17 U.S.C. Sec.501 et seq, 
provides for civil and criminal penalties for copyright infringement. 

Copyright 2009 Raymond James & Associates, Inc.  All rights reserved. 

 

 


