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A Focus On Organic Growth – Valuation Implies Upside 

Our Conclusion 

We hosted WELL Health Chairman and CEO Hamed Shahbazi for a fireside 
chat at the virtual CIBC Western conference last week, with the conversation 
providing insight on WELL’s plans for 2022 and beyond. With 
transformational M&A now in the rear-view, we expect that the upcoming 
year will provide additional clarity on the organic growth profile of WELL’s 
portfolio of assets. We continue to appreciate the combination of stable free 
cash flow provided by CRH/MyHealth and the higher growth and cross-sell 
potential offered by the virtual services. With this note, we update our sum-
of-the-parts methodology to value WELL’s omnichannel clinical assets on an 
EV/EBITDA basis and reduce our EV/sales multiple on the virtual services 
business to reflect sector-wide multiple contraction. While we reduce our 
price target from $11 to $8, we retain our Outperformer rating and see 
current levels as attractive given the valuation implied by the sum-of-the-
parts.   

Key Points 

Focus On Tuck-ins & Organic Growth: With WELL committing over $900 
million in capital towards M&A in 2021, management has now turned its 
focus to driving organic growth in the existing business while remaining open 
to smaller tuck-in M&A. A move away from large-scale M&A should lead to 
better insight into organic growth and provide important clarity on how 
effective WELL’s decentralized operating structure is at driving growth post 
acquisition. While management has previously outlined the organic profile of 
its individual businesses, significant M&A has made it challenging to validate 
those organic growth figures in recent quarters.  

Q4 Preliminary Results: A January 19 press release included updated 
language around run-rate revenue at the end of Q4. We have increased our 
Q4 revenue estimate to reflect a revenue run-rate “exceeding” $450 million 
vs. previous guidance of “approaching” $450 million. The lift in guidance was 
driven by a 19% Q/Q increase in patient visits and growth at Circle Medical 
and WISP. The release also noted that WELL has board approval to use its 
NCIB, with plans to start repurchasing shares following Q4 reporting.   

Valuation Methodology: We are now valuing all of WELL’s omnichannel 
clinical businesses using an EV/EBITDA multiple (12x 2023E), while 
continuing to use EV/Sales to value WELL’s virtual services businesses (4x 
2023E). With CRH, MyHealth and the primary care clinics largely operating in 
a profitable steady-state, we believe that an EBITDA multiple is more 
reflective of the value of those businesses. We have also reduced our target 
EV/Sales multiple from 5.5x to 4.0x as digital health valuations have 
contracted. Our sum-of-the-parts results in ~$5/share of value for the 
omnichannel clinical assets alone, implying little to no value currently 
ascribed to the virtual services. With that dynamic, we see current levels as 
attractive and see significant returns to our revised price target.   

 

 

Outperformer 

WELL-TSX, Sector: Health Care 
Current Price (1/24/22):  C$4.16 

Price Target (12-18 mos.):  C$8.00 
Previous:   C$11.00 
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TSX Composite Index vs. WELL-TSX 

 
 

(Source: FactSet)  
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CIBC Estimates and Valuation
(Dec. 31) 2020 2021 2022 2023
Revenue(mln) 50.24A 299.18E 503.50E 542.01E

Prior 294.82E 482.65E
Adj. EBITDA(mln) (0.1)A 57.7E 102.8E 126.4E

Prior 57.3E 101.4E

Revenue(mln) Q1 Q2 Q3 Q4
2022 114.94E 125.10E 130.20E 133.26E

Prior 113.43E 121.38E 125.01E 122.84E
2021 25.56A 61.79A 99.29A 112.54E

Prior 108.17E

Adj. EBITDA(mln) Q1 Q2 Q3 Q4
2022 23.2E 25.2E 26.9E 27.5E

Prior 23.8E 25.5E 26.3E 25.8E
2021 0.5A 11.9A 22.3A 23.0E

Prior 22.6E

Valuation 2020 2021 2022 2023
EV/Sales 24.3x 4.1x 2.4x 2.3x
EV/EBITDA NM 21.2x 11.9x 9.7x

Avg. Dly. Vol.: 1,094K Shares O/S: 205.3M
Market Cap.: C$854M Float: 181.5M
52-wk Range: C$3.83 - C$9.23 Div. / Yield: C$0.00/0.00%
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WELL Health Technologies Corp. (WELL-TSX) — Outperformer 
Price (1/24/22) C$4.16   12-18 mo. Price Target C$8.00  
Sector: Health Care 
Scott Fletcher, CPA, CA +1 416-956-3229 Scott.Fletcher@cibc.com 
 

    

 
 

Source: Company Reports, FactSet, and CIBC World Markets Inc. 
 

  

Company Profile 
WELL Health operates with a goal of consolidating and 
modernizing the primary healthcare space through the use of 
technology-enabled services and digital experiences. 

Investment Thesis 
1) Strategic M&A Leads To Accretive Deals 2) CRH Acquisition 
Provides Large Customer Base For Cross-Sell ; 3) Geographic 
Expansion Leads To TAM Growth 

Price Target (Base Case): C$8.00 
Our price target is based on a 12x EV/2022 Adj. EBITDA on the 
omnichannel clinical business and a 4.0x EV/Sales multiple on 
the virtual services revenue 

Upside Scenario: C$12.50 
Upside scenario is based on a 14x EV/2022 Adj. EBITDA on the 
omnichannel clinical business and a 6.0x EV/Sales multiple on 
the virtual services revenue 

Downside Scenario: C$2.50 
Downside scenario is based on a 7x EV/2022 Adj. EBITDA on 
the omnichannel clinical business and a 1.0x EV/Sales multiple 
on the virtual services revenue 

 

Per Share Data 2020 2021E 2022E 2023E
EPS (0.03) (0.24) (0.11) (0.05)
Diluted EPS (0.03) (0.24) (0.10) (0.05)
Wgt Avg # of Shares 133.9 190.7 208.3 208.7
FD Number of Shares 133.9 194.3 222.5 222.9

Income Statement 2020 2021E 2022E 2023E
Revenue 50 299 503 542

Cost of Goods Sold 29 153 252 266
Gross Profit 21 146 252 276

Gross Margin % 42.23% 48.96% 50.00% 51.00%
Tot Operating Exp 27 115 162 165
Adj. EBITDA (0) 58 103 126

Adj EBITDA Margin (0.2%) 19.3% 20.4% 23.3%
thereof Depreciation 4 51 81 87
thereof Amortization 0 0 0 0

Net Income (4) (46) (22) (10)

Cash Flow Statement 2020 2021E 2022E 2023E
Net CFO (5) 29 81 97

Capex (1) (2) (5) (5)
Acquisitions (26) (498) 0 0

Net CFI (44) (502) (5) (5)
Change in Debt 10 65 0 0
Equity Raised 112 298 0 0

Net CFF 121 504 (19) (19)
Net Cash Flow 71 31 57 73
Free Cash Flow (7) 17 57 73
Balance Sheet 2020 2021E 2022E 2023E

Cash & ST Investment 87 117 175 248
Accounts Receivable 9 49 76 82

Total Current Assets 103 211 295 375
Net PP&E 21 88 82 76
Intangible Assets 131 886 796 701

Total Assets 263 1,223 1,212 1,189
Tot Curr Liab 23 125 152 155
LT Int-Bearing Debt 0 312 312 312

Total Liabilities 44 536 543 526
Shareholders' Equity 219 687 668 663
Minority Interest 2 114 104 94

Upside Scenario $12.5 (+200%)

Downside Scenario $2.5 (-40%)

Price Target $8 (+92%)
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Updated Sum Of The Parts  
We are updating our valuation methodology to value all of WELL’s clinical assets (CRH, 
MyHealth and Primary Care Clinics) on an EV/EBITDA multiple. We had previously been 
valuing only the CRH business using an EV/EBITDA multiple. We value the omnichannel 
clinical assets at 12x 2023E EBITDA, in keeping with our prior CRH valuation multiple and in 
line with a group clinical services peers. We also reduce our target multiple on the virtual 
services businesses from 5.5x to 4x, reflecting the downtrend in multiples on publicly traded 
virtual care and technology-enabled healthcare companies. This sum-of-the-parts results in a 
value per share of $8.00. $8/share implies a blended EV/Sales (2023E) multiple of 3.1x on 
the entire business. 

 

Exhibit 1: WELL Health – Sum-Of-The-Parts Calculation  

Segment Multiple 
F2023E Revenue 

($000s) 
F2023  

Adj. EBITDA (est) ($000s) Multiple Per Share 
Primary  EV/EBITDA 73,597  7,360 12.0x  $    0.40  
Specialized (MyHealth) EV/EBITDA 116,165  25,556  12.0x  $    1.50  
Specialized (CRH) EV/EBITDA                    207,323  82,929  12.0x  $    4.80  
Virtual Services EV/Revenue 144,926  NA 4.0x  $    2.80 
Net Debt         $  (0.95) 
Minority Interest          $  (0.55) 
           $    8.00  

Source: CIBC World Markets Inc. 

An important takeaway from the sum-of-the-parts analysis is that the current share price 
appears to allocate little value to the higher-growth, lower-margin virtual services businesses. 
Using a 12x EV/EBITDA multiple on the clinical assets and excluding any contribution from 
the virtual services businesses results in a value of ~$5.00/share, ~25% above the current 
share price. We see current levels as an attractive opportunity given the value implied by the 
sum-of-the-parts.  
 

Exhibit 2: WELL Health – Clinical Services Providers Comp Table – C21E – C23E 

 

Source: Company reports, FactSet and CIBC World Markets Inc. 

 
  

EV/EBITDA
C21E C22E C23E

Clinical Services Providers
Surgery Partners, Inc. SGRY 42.09 15.33% 10.61% 88 6,805 20.9x 18.4x 16.2x
Option Care Health Inc OPCH 22.06 8.86% 7.62% 180 5,004 17.4x 15.8x 14.2x
MEDNAX, Inc. MD 24.42 14.03% 5.18% 86 2,720 10.9x 10.1x 9.4x
Cross Country Healthcare, Inc. CCRN 17.49 6.83% -8.66% 38 783 5.2x 6.4x 7.8x
Clinical Services Providers Average 13.6x 12.7x 11.9x

Enterprise 
Value ($mlns.)Ticker Share Price Shares Out 

(mlns.)
F23 

EBITDA 
F23 Revenue 

Growth



A Focus On Organic Growth – Valuation Implies Upside - January 24, 2022 

4  
 

Rolling Forward Our Model 
With this note, we are rolling over our model to include 2023 estimates. Notably, our 2023 
estimates include revenue of $542 million and adjusted EBITDA of $126 million at 23.3% 
margins. A summary of our 2022E and 2023E estimates is included in the table below.  
 

Exhibit 3: WELL Health – Financial Summary – 2020 – 2023E 

  Revenues ($mln.) 
EBITDA - 
Operating 

($mln.) 
Cash Flow From 

Operations 

2020A 50 0 -5 
2021E       
CIBC est. – new 299 58 29 
CIBC est. – prior 295 57 31 
Consensus 297 56 36 
2022E       
CIBC est. – new 503 103 81 
CIBC est. – prior 483 101 91 
Consensus 480 101 83 
2023E       
CIBC est. – new 542 126 97 
Consensus 511 117 NA 

Source: Company reports and CIBC World Markets Inc. 
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Price Target Calculation 
Our price target is based on a sum-of-the-parts valuation that values the omnichannel clinical 
assets at 12.0x EV/Adj. EBITDA and the Virtual Services business at 4.0x EV/Sales. 

Key Risks To Price Target 
Risks include: 1) shifting valuation environment, 2) stagnating organic growth, 3) inability to 
cross-sell digital solutions, 4) the competitive environment worsens and 5) regulatory 
challenges in the healthcare business. 
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Important Disclosures 
Analyst Certification: Each CIBC World Markets Inc. research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) no 
part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations 
or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets Inc. are compensated from 
revenues generated by various CIBC World Markets Inc. businesses, including the CIBC World Markets Investment 
Banking Department. Research analysts do not receive compensation based upon revenues from specific investment 
banking transactions. CIBC World Markets Inc. generally prohibits any research analyst and any member of his or her 
household from executing trades in the securities of a company that such research analyst covers. Additionally, CIBC 
World Markets Inc. generally prohibits any research analyst from serving as an officer, director or advisory board member 
of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets Inc. may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon.  

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures set 
forth below, may at times give rise to potential conflicts of interest.   

CIBC World Markets Inc. does and seeks to do business with companies covered in its research reports. As a result, 
investors should be aware that CIBC World Markets Inc. 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. 

Analysts employed outside the U.S. are not registered as research analysts with FINRA. These analysts may not be 
associated persons of CIBC World Markets Corp. and therefore may not be subject to FINRA Rule 2241 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 

CIBC World Markets Inc. Stock Rating System 
Stock Ratings  Abbreviation Description 
Outperformer OP Stock is expected to outperform similar stocks in the coverage universe during the next 12-18 months. 

Neutral NT Stock is expected to perform in line with similar stocks in the coverage universe during the next 12-18 months. 

Underperformer UN Stock is expected to underperform similar stocks in the coverage universe during the next 12-18 months. 

Tender TR Shareholders are advised to tender shares to a specific offer as we do not believe a superior offer will materialize. 

Not Rated NR CIBC World Markets does not maintain an investment recommendation on the stock. 

Restricted R CIBC World Markets is restricted (due to potential conflict of interest) from rating the stock. 

 
Sector Ratings Abbreviation Description 
Overweight O Sector is expected to outperform the broader market averages. 

Marketweight M Sector is expected to equal the performance of the broader market averages. 

Underweight U Sector is expected to underperform the broader market averages. 

None NA Sector rating is not applicable. 

Note: Broader market averages refer to S&P 500 in the U.S. and S&P/TSX Composite in Canada.  
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CIBC World Markets Inc. Price Chart 
For price and performance charts, please visit CIBC on the web at https://researchcentral.cibccm.com/#/disclaimer-central-
new or write to CIBC World Markets Inc., 161 Bay Street, 4th Floor, Toronto, ON M5H 2S8, Attn: Research Disclosure 
Chart Request. 

 
 

 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

 
Important disclosures for each issuer can be found by visiting the Research Central website at https://researchcentral.cibccm.com/#/disclaimer-
central-new and then entering the issuer name. Access to our research dissemination policy can be found on the same website at 
https://researchcentral.cibccm.com/#/dissemination-policy. These important disclosures can also be obtained by writing to CIBC World Markets Inc., 
161 Bay Street, 4th Floor, Toronto, ON M5H 2S8, Attention: Research Disclosures Request. 

 

Access to CIBC Equity Research 
Clients may access CIBC Equity Research online at Research Central at https://researchcentral.cibccm.com/, or at the 
following research aggregators: Bloomberg, Refinitiv, Capital IQ, and FactSet. 

(as of 24 Jan 2022) Count Percent Inv. Banking Relationships Count Percent
Outperformer 174 58.0% Outperformer 174 100.0%
Neutral 117 39.0% Neutral 116 99.1%
Underperformer 9 3.0% Underperformer 9 100.0%
Tender 0 0.0% Tender 0 0.0%
Restricted 7 2.3% Restricted 7 100.0%

Important Disclosure Footnotes for WELL Health Technologies Corp. (WELL.TO)  
 2a These companies are clients for which a CIBC World Markets company has performed investment banking services  

in the past 12 months: WELL Health Technologies Corp. 
 2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for these companies in the 

past 12 months: WELL Health Technologies Corp. 
 2e CIBC World Markets Inc. has received compensation for investment banking services from these companies in the 

past 12 months: WELL Health Technologies Corp. 
 2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services from 

these companies in the next 3 months: WELL Health Technologies Corp. 
For important disclosure footnotes for companies mentioned in this report that are covered by CIBC World Markets Inc., click 
here:  CIBC Disclaimers & Disclosures 

Companies mentioned in the report but not listed are not covered by fundamental research at CIBC. 

https://researchcentral.cibccm.com/#/disclaimer-central-new
https://researchcentral.cibccm.com/#/disclaimer-central-new
https://researchcentral.cibccm.com/#/disclaimer-central-new
https://researchcentral.cibccm.com/#/disclaimer-central-new
https://researchcentral.cibccm.com/#/dissemination-policy
https://researchcentral.cibccm.com/
https://researchcentral.cibccm.com/rcportal/compliance?HASH=e7de23d511c3441e964ac15bcd91dd90
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Legal Disclaimer 
This report is issued and approved for distribution by (a) in Canada, CIBC World Markets Inc., a member of the Investment 
Industry Regulatory Organization of Canada (“IIROC”), the Toronto Stock Exchange, the TSX Venture Exchange and a 
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Authority, (c) in Australia to wholesale clients only, CIBC Australia Ltd, a company regulated by the ASIC with AFSL license 
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agreements or purchase products mentioned herein from CIBC World Markets plc. The comments and views expressed in 
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should consider this report as only a single factor in making an investment decision and should not rely solely on 
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authority to act on behalf of any issuer mentioned in the report. Before making an investment decision with respect to any 
security recommended in this report, the recipient should consider whether such recommendation is appropriate given the 
recipient's particular investment needs, objectives and financial circumstances. CIBC World Markets suggests that, prior to 
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