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October 22nd, 2020 
 

To partners and friends, 
 
During Q3, NVIP attended one virtual annual meeting of a private equity firm and held introductory or update 
calls with six other public and private equity firms. We also spoke with four industry operators across solar pv 
development, lumber manufacturing, and healthcare. Healthcare has always been a focus area, but this 
quarter’s time was spent substantially in the sector. We looked at numerous companies within different 
healthcare sub-verticals such as retail walk-in clinics, primary care providers, next generation healthcare payers, 
pharmacy distribution, healthcare IT, home health and hospice, benefit concierge services, insurance brokerage, 
and even a traditional Medicaid HMO.  
 
Our exposure to the sector is creeping up in the portfolio at around 23% today. When looking under the hood, 
you’d see we are barbelled in that 15% of the portfolio is in large cap HMOs riding trends of Medicare 
Advantage enrollment growth and medical cost inflation with a reasonable valuation, and about 7.5% is in 
newer businesses executing value-based care (VBC) models in sub-verticals that are trying to compete and scale. 
This sleeve of the portfolio is where we find the most opportunity in healthcare, albeit with significantly more 
risk. At this point, it isn’t entirely clear which businesses will ultimately prove to be “great” and become the next 
>$50Bn healthcare company1 and resultingly, there will likely be increased activity in this area of the portfolio 
going forward as we test and learn and change our mind. However, the reason we call positions less than 3% of 
capital part of the “farm team” is that it’s my intention to find the next >$50Bn healthcare company early and 
ride its growth for the long-term.   
 

A crisis driven “Sputnik event” in healthcare 

 
Over the last several years researching the healthcare sector I’ve mostly found business models prioritizing the 
“extraction of rents” over a patient’s needs. Watching the trend towards VBC and alternative payment models 
have been refreshing because the model provides a pretty good solution to a massive incentives mismatch. But 
VBC has been slow to develop due to a myriad of monopoly favoring regulation, legacy systems and approaches, 
and institutional friction. However, COVID has been the Financial Crisis of healthcare and the positive is that it’s 
been a catalyst for rapid change from both bottom-up and top-down participants.  
 
In fee-for-service models (FFS), provider revenues are generated when patients visit offices, but with stay-in-
place orders across the country for much of Q1 and Q2, visit deferrals severely impacted many primary care and 
specialists fully dependent on transactional patient volume. A partial fix to this sudden drought was enabling 
telehealth, and the Center for Medicare & Medicaid Services (CMS) quickly brought reimbursement rates up to 
parity to in-office visits at the onset of COVID. Many corporate self-insured plans and traditional insurance plans 
also quickly enabled telehealth as demanded by their employees and members. Adoption that was expected to 
take five years or more happened in a three-month period2. This sudden increase in demand naturally ignited a 
mad rush to create supply, with most in-person providers of care either self-developing, purchasing a license, or 

 
1 Measured by revenues 
2 There are roughly 1 billion outpatient visits in the US annually. In 2019, telehealth accounted for about 10% of these, but 
YTD 2020 close to 45%. Also, many states relaxed burdens around state-level licensure for telehealth only providers, and 
while this was COVID related and inspired by a crisis, I think this sensible deregulation will stay post-COVID albeit likely with 
some nuance. 



 2 

partnering with their HMO network for a telehealth solution. Patients can now “zoom” with a range of doctors 
across the continuum of care such as physical therapy or psychiatry. 
 
Additionally, self-funded employer plans and certain traditional health payers and health systems have their 
2021 budgets open and ready to be re-directed. These groups have been exploring niche VBC providers, new IT 
systems and approaches, and “re-wiring” their core provider networks for years, but COVID has pushed these 
long-term plans to the front and center. Resultingly, for many healthcare startups 2020 has been the “woosh” 
year CEOs and investors dream about. Technology investors have noticed and are now fully in the game as well, 
and the market is blossoming with next-gen health companies tackling many problems across the care 
continuum. We should see an accelerated push into VBC across the entire sector as these next-gen companies 
solve real problems for patients and incumbents. The real companies will get their share of spend.  
 
The deal to change the game 
On August 5th, Teladoc Health (TDOC, the US’s largest telehealth provider) announced it was merging with 
Livongo Health (LVGO, a virtual chronic disease management platform) in a partial cash/stock deal valuing the 
combined company at around $36 billion. TDOC-LVGO is an example of a virtual-first primary care provider 
integrating into other verticals of virtual care delivery and its associated spend. This is a bold competitive move 
as it is coming from the largest telehealth player in the market today and it signals to both direct telehealth 
competitors and regional incumbents (i.e. health systems and/or smaller FFS practices) that they’re vulnerable 
to any provider that can deliver care better and cheaper. In my view, this transaction marks the end of stage one 
for telehealth and we are experiencing the early innings of a giant “re-wiring” of provider networks and the 
revenue models sustaining them3.  
 
The next $50 billion healthcare company 
To be competitive at scale, a next-gen healthcare company needs to substantially address three keys needs for 
society: increase access to care, provide better outcomes, and lower the total cost to the system. This is very 
hard to do in its entirety and most importantly at scale. In my view, the way to successfully do it is to be 
strategically positioned to direct a patient’s total annual healthcare spend, use technology and innovative 
approaches to care delivery to individualize a patient’s needs while simultaneously extracting efficiencies, and 
ideally have a consumer-facing brand in both the digital and physical worlds.  
 
It is obvious that incumbent health payers/HMOs have left a giant hole regarding one or more of these key 
needs and are leaving the opportunity for the right companies to take share. Specifically, I like primary care 
providers (PCPs) because they can realistically address all three of these key needs and the US annual spend on 
primary care is huge with an estimated range of 5%-7% of US healthcare sector GDP directed to it4. Clinically, 
PCPs are strategic as we see a convergence of primary care and traditional health payers/HMOs. Economically, 
PCPs are strategic as well since they manage a relationship with the patient (customer). Providers that are good 
at both clinical delivery across the continuum of care and customer satisfaction will not only demand more of 
the healthcare spend per patient per year as alternative payment models proliferate, but also more efficiently 
maintain a patient base over competitors who are only B2B HMO networks or only FFS PCPs.  
 
  

 
3 Ultimately, there is nothing proprietary with telehealth as a product as it is essentially virtual conferencing software with 

some added physician workflow features. We should expect the plethora of telehealth providers will ultimately consolidate 
and along the way compete in a knife fight on price. However, telehealth providers in the commercial market aren’t only 
competing on the price of their discrete virtual primary care consults anymore. TDOC-LVGO is changing the game by moving 
more into “bundling”, a form of alternative payment model. 
4 This is still half of what other 1st world economies spend on primary care. 
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Portfolio activity 

 
It was also a busy quarter with changes in the portfolio. Mid-quarter we sold out of two companies, General 
Electric (GE) and Star Gas (SGU) and sized up our position in United Health (UNH). Late in the quarter we made 
initial investments in two other healthcare companies, Oak Street Health (OSH) and Clover Health (IPOC).  
 
We upsized United Health (UNH) for a couple of reasons. First, the company has performed amazingly well 
despite the pandemic. It is estimated that 70% of UNH’s patient flow is already directed under VBC 
arrangements and >50% of patients are seeing internally employed physicians5. During stay-in-place, UNH was 
able to continue business as usual for this substantial portion of its patient base by retooling in-person 
physicians to be virtual care physicians. This is a simple but clear example of how UNH is positioned better than 
peers to adapt to the rapidly changing environment given its head start with VBC. The company continues to 
ride the undeniable growth trends of Medicare Advantage and is positioned well for further growth via 
increased steerage to UNH-employed physicians. Second, while not as “cheap” as when we first entered UNH 
around this time last year, the company continues to trade at or below the forward earnings multiple of the S&P 
500 Index. I think investors are overly bearish on the company and its growth prospects, which is likely in part 
due to election fears. I don’t think this is reasonable and honestly, the election and its negative effects to 
healthcare aren’t worth much attention in my view. Instead, we should be focused on the positive effects. The 
trends to VBC are necessary, whether status quo or Medicare-for-all, and already underway and forward-looking 
healthcare companies that are part of the solution (increased access, lower cost, better outcomes) are poised to 
benefit.   
 
We made a farm team investment in Oak Street Health (OSH) late in September. The company is a primary care 
provider centered on the Medicare Advantage market and 42% of their members are “dual eligible” patients for 
both Medicare/Medicaid, a historically high risk and high cost patient population to serve6. Oak Street serves 
them well with the company’s patient outcomes substantially better than traditional Medicare’s benchmark7. 
They do this under full-risk VBC arrangements with Medicare Advantage plans, sharing in the substantial savings 
they generate to the system and helping their health plan partners achieve a higher star rating on their 
performance. The company is also a budding brand and is well known in the Chicago metro area and has plans 
to expand all over the US via de-novo clinic development and currently a trial partnership with Walmart.  
 
Optically, OSH is expensive at our initial purchase price, creating the company at over $10 billion on 2020 
expected revenues of $850 million. To justify the price, an investor must believe OSH can generate payer-like 
revenues and profits on directing total health spend for a substantial number of members. Currently, I believe 
the management team has a good shot at getting there given solid execution to-date and their current growth 
plans. Additional upside with even better unit economics stems from their trial with Walmart and CMS’s Direct 
Contracting program set to begin in 2021. The board of directors is top-notch, and the management team 
consistently speaks of firm culture as a true competitive advantage to the firm. I am hopeful towards all these 
positive developments and digging deeper each day into the company, but we conservatively modeled across a 
range of assumptions as well as sized the position appropriately as we watch OSH execute from here.  
 
We also made a farm team investment in Clover Health (IPOC) early in October. Clover is like Oak Street in that 
it is Medicare Advantage-focused. But instead of building a primary care brand, they’re focused on building out a 
well-branded HMO and providing an innovative tech stack to providers in their network. While this is a different 
angle to our thesis on primary care, the business is uniquely positioned to become the backbone technology 

 
5 Per company filings and conversation with an industry operator. 
6 Per the S-1 filing, 40% of members have a behavioral diagnosis, 60% of members have exposure to “social determinants of 
health”, and 86% of member have two or more chronic conditions. 
7 Per the company’s S-1 filing, 51% reduction in hospital admissions, 42% reduction in hospital re-admission rates, 51% 
reduction in ER visits. 
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stack to PCPs who are ready to participate in CMS’s Direct Contracting program launching Spring of 2021. In 
short, CMS Direct Contracting is VBC for traditional Medicare and it is managed by provider groups directly 
versus through a health payer/HMO. This program is an opportunity for provider groups that are/were FFS 
Medicare providers to transition to VBC for the same patient population they have experience serving. This 
transition is enormously technology dependent as a patient’s health data and specialist provider performance 
(outcomes and cost) must be managed with perfection to execute VBC. Provider groups know they need to 
adapt their businesses to alternative payment models but are generally behind the times with technology. 
Clover solves this issue and has a market position of both a branded Medicare Advantage plan and an arms 
dealer. Of course, the more they grow either side of the business, the more data they can use to better execute 
across the entire business. I like these virtuous circles.   
 
Clover Health is going public via a SPAC that is part of Chamath Palihapitiya’s IPO engine8. Honestly, I was 
looking forward to not getting us involved in this market’s current SPAC mania. However, Clover Health is a 
company we can’t ignore given I was already aware of the company’s recent success by following it in the 
private markets, and I respect its shareholder base. The numbers they’ve since published were confirmatory to 
my understanding of the industry and its scale requirements and the opportunity within Medicare Advantage. 
This left most the work on IPOC around the deal mechanics and getting comfortable with Chamath as sponsor 
and the current management team. Since Chamath is so public with his thoughts, an investor can go back as far 
as 2010 for clues into Chamath’s investing history and then reconcile with network checks. When doing, I found 
that he has been consistent with his healthcare views back to as far as 2012 and resultingly, I judge Clover 
Health to be a “down the fairways” investment for him. Vivek Garipalli, Clover Health’s Co-founder and CEO, is 
well respected in the venture community and is rolling his entire stake forward in the merger set to finish this 
Spring. There are some missing pieces to the puzzle that need to be found before we can get comfortable with 
sizing this position any larger than a farm team weight. However, I think the company’s valuation after the deal 
announcement is reasonable given the revenue growth trend and a margin trajectory towards an at-scale 
healthcare payer.   
 
Both General Electric (GE) and Star Gas (SGU) were sold on theses not testing true. GE was a turnaround story 
that was kicked out several years due to COVID and we sold in favor of better opportunities, and SGU was the 
first company in my personal experience to be directly affected by climate change, which changed the 
fundamentals of the company for the worse. I would speak more about these companies but in the interest of 
time, I will stop here. Of course, if you’re interested in hearing these stories, I’m happy to discuss further in 
person. 
 

Conclusion 

 
I believe we are in the early innings of a decade-long acceleration of competition within most healthcare sector 
sub-verticals as we transition to alternative payment models and make healthcare lower cost, experience better 
outcomes, and increase access. Our farm team investments each have good chances at becoming core positions 
in the portfolio overtime as they grow, scale, and prove competitive and profitable in their segments. Currently, 
I see each as having potential to be the next $50Bn healthcare company but we could be wrong and change our 
minds on any given idea. Our public portfolio is well-suited for these type risk/reward opportunities, but I am 
also finding great opportunities to partner with quality private equity sponsors targeting focused problem areas 
and growing, scaling, and ultimately selling innovative companies into large incumbents. The overall opportunity 
set is plentiful and growing, and I believe we will have many opportunities to invest in the coming years. If you 
or someone you know is interested in a portfolio focused on healthcare, investing across both NVIP’s public 

 
8 Social Capital, Chamath’s investment company, has plans to register over 26 SPACs (IPOA-IPOZ) over the next several years 
to bring late-stage tech companies public. It is my estimation that Chamath personally has made over $1Bn so far in “free 
money” from the 20% sponsor promote he receives at IPO of each vehicle. This is prior to any actual success from these 
investments. Simply, it is hard to swallow claims of sponsor “alignment”. 
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equity selections (sized up) as well as coinvesting and secondary opportunities within private companies, please 
do reach out and/or introduce! 
 
Sincerely, 
Joshua Collinsworth 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Nomadic Value Investment Partners is a d/b/a of Ashdon Investment Management, LLC. Additional information on NVIP, Joshua Collinsworth, and Ashdon 
are available on the SEC’s website. In the preparation of this presentation, Ashdon relied on data taken from sources it believes are creditable. As such, 
Ashdon believes such data to be accurate and reliable. While Ashdon has taken efforts to ensure the data’s accuracy, Ashdon cannot verify that the data 
used are free of error. Ashdon has relied on such data to calculate and offer hypothetical scenarios in this presentation. Ashdon has presented such data in 
historical context and for historical hypothetical purposes. Historical results are not a guarantee of future investment performance. Ashdon has not used 
such data to intentionally mislead, nor has Ashdon intentionally omitted data that is relevant to its hypothetical scenarios. Upon request, Ashdon will 
provide a list of all securities recommended for the previous year. It should not be assumed that recommendations made in the future will be profitable or 
will equal the performance of the securities discussed herein. Ashdon assumes no responsibility for errors or omissions that result from the data it has 
relied on in this presentation, the sources of the data, or the calculation of such data. Information is current as of the date is it presented. Ashdon is 
neither required nor obligated to update this information as it becomes outdated. We urge you to compare the information contained herein with the 
information you receive directly from your account custodian. Differences in portfolio value may occur due to various factors, including but not limited to: 
(1) unsettled trades; (2) accrued income; (3) pricing of securities; and (4) dividends earned but not received. This presentation makes no offering of 
investment. The investment options discussed here must be offered through specific presentation of the terms and risks of the specific offering.  


