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Investing in the Covid-19 Cure 

“Many of our best opportunities were created out of necessity” – Sam Walton 

Where we stand today: 

The Covid-19 pandemic has been a global tragedy.  It is hard to overstate its broad impact and how many lives 
have been touched.  As fiduciaries, Changebridge must consider how Covid-19 may impact American companies 
in the future.  With that, we have identified a few sources of potential alpha stemming from the likely Covid-19 
vaccine solutions.  We see potential opportunities in the “picks and shovels” namely around transporting and 
safely disposing of vaccines. 

In order to predict what may come tomorrow, it is imperative that we understand where we are today.  The US is in 
its third wave of the Covid-19 pandemic and economies are beginning to shut down again, but on the horizon are 
three potential leading vaccine candidates.  It seems increasingly likely that one or more of the ongoing vaccine 
trials will lead to commercial products that are available to large groups of people.  

Meanwhile, we are entering the traditional flu season.  In the last flu season, increased awareness of the flu has 
led to an increasing number of Americans receiving the flu shot.   

https://www.cdc.gov/flu/fluvaxview/coverage-1819estimates.htm 

We believe that while increasing levels of immunization are likely to lead to positive outcomes, the ramifications 
go beyond simply considering the rates of contracting the flu.  For instance, vaccines need to be safely transported 
and stored before usage.  The resulting medical waste also needs to be disposed of safely and responsibly. 

Even as we enter the distribution phase of our global vaccination initiative, the cargo market is already extremely 
tight.  Rapidly growing levels of e-commerce have led to increasingly complex and strained global supply chains, 
while cargo capacity has been reduced as air travel collapsed this year.  Covid-19 vaccines are likely to require 
specialized shipping and push an already unbalanced supply/demand situation further away from equilibrium.  

https://www.cdc.gov/flu/fluvaxview/coverage-1819estimates.htm


 

 

 

 
 https://www.iata.org/en/iata-repository/publications/economic-reports/air-freight-monthly-analysis---september-
2020/ 
  
  
  
One approach to investing in the Covid-19 vaccine solution: 
  
Predicting the success of any particular drug development program is extremely difficult. Will Pfizer’s drug 
outperform Moderna’s? Will a dark-horse manufacturer get FDA approval? It’s hard to say. What we can say 
confidently is that a vaccine is likely a part of the solution to this global pandemic, and those vaccines will need to 
be transported and disposed of safely. With nearly 60% of Americans expressing a desire to receive a vaccine (per 
a recent Gallup poll)1, this is going to present a logistical challenge.  
  
Fortunately, manufacturing, distributing and disposing of medical waste at large scale is achievable, and 
Changebridge has identified two companies that are below the radar, but nonetheless are an important part of the 
solution. 
 
Atlas Air Worldwide Holdings (Ticker: AAWW): 
 
Atlas Air Worldwide Holdings operates freight aircrafts as well as commercial and military charters globally.  They 
are a global leader in outsourced aviation, with long-standing strategic customers, such as DHL, and newer e-
commerce customers such as Amazon and Alibaba.   
 
Vaccine Opportunity: 
  
Operation Warp Speed, the government-backed plan to distribute hundreds of millions of vaccines, plans to utilize 
a distribution center hub in Irving, Texas. Vaccines will be cold stored, wrapped, and shipped from that location. 
Using a mix of freighters, commercial airlines, FedEx, and UPS, this is likely to create a multi-year lift to global 
freight demand. 
  

 
1 https://news.gallup.com/poll/325208/americans-willing-covid-vaccine.aspx 

https://www.iata.org/en/iata-repository/publications/economic-reports/air-freight-monthly-analysis---september-2020/
https://www.iata.org/en/iata-repository/publications/economic-reports/air-freight-monthly-analysis---september-2020/


 

 

 

As referenced, the global freight market is already very tight.  Supply had been reduced meaningfully by the lack of 
passenger flights, while demand for cargo delivery has proven to be quite resilient.  During normal times, half of 
medical supplies in the country are shipped on commercial airlines, but many of those have been grounded during 
the pandemic.  This situation leaves freighters in an enviable position, but only the most seasoned operators, such 
as AAWW, can be trusted in such a delicate operation. 
  
On the Q3 Conference call, when asked if Atlas will participate in vaccine distribution, CEO Spencer Schwartz 
commented: 
 
“...we believe whatever form it takes that our capacity is going to be a part of that and we'll continue to work with 
our customers both government and commercial and being available and prioritizing our assets to help as soon as 
we can.”2 
  
The head of Emirates SkyCargo’s pharmaceutical division has suggested that an additional 8,000 cargo flights will 
be required to move around half of the required global vaccine demand3.  That amounts to about a 3% increase in 
overall charter demand.  While that doesn’t sound like much on the surface, let’s put this figure in context of 
global supply constraints.  The International Air Transit Authority (IATA) has estimated that capacity in 2020 is 
already down 34% compared to 20194.  It also doesn’t seem likely that supply will recover quickly as 40% of cargo 
capacity in the US comes from the belly of passenger flights, which have not rebounded to date.  While the vaccine 
likely improves passenger travel, we believe business travel is likely to be permanently altered as a result of 
productivity and cost savings from “work-from-home.” 
  
It’s clear that Atlas is preparing to be involved in the vaccine distribution channel, but they’re not alone.  This is 
such a sizable undertaking that there will be several beneficiaries.  While many of these beneficiaries have been 
vocal about their involvement, analysts and investors have begun to price-in a vaccine-induced boost to 
earnings.  Atlas, until the Q3 conference call, has refrained from such pronouncements, and we think sell-side 
estimates largely ignore any potential vaccine-related revenue.  
 
AAWW currently trades at approximately 6x 2021 EBITDA and 7x 2021 Earnings Per Share. Inclusive of capital 
expenditures to upgrade the fleet, Changebridge estimates their 2021 Free Cash Flow to exceed $300m, or a 20% 
FCF yield.  In consideration of the supply/demand dynamics and the potential vaccine-induced boost, this 
presents as a compelling opportunity. 
 
 
Sharps Compliance (Ticker: SMED): 
  
Sharps Compliance Corp is a provider of containment, transportation, treatment and tracking of medical 
waste.  They also offer recycling of medical waste and disposal services for unused medications.  They are the 
leader in non-hospital-based medical waste disposal.  
  
Vaccine opportunity: 
  
While most headlines focus on production and transportation of the vaccine, Changebridge believes the medical 
waste disposal needs should also be on investors’ radars.  According to a Gallup poll in October5, 58% of adult 
Americans are planning to receive a covid-19 vaccine, up from 50% in September.  The three leading vaccine 
candidates, Pfizer, AstraZenica-Oxford, and Moderna, each require two doses.  That means double the medical 
waste of a traditional flu shot. With 243 million adults age 18+ in the US, that would suggest 141m will receive a 
Covid-19 vaccine, for a total of 282m shots (141 people times 2 doses).  More Americans will likely receive these 
vaccines in non-hospital venues, such as retail pharmacies and clinics.6   

 
2 Bloomberg Transcripts 
3 https://www.bloomberg.com/news/articles/2020-07-25/the-supply-chain-to-save-the-world-is-unprepared-for-a-vaccine 
 
4 https://www.flightglobal.com/airlines/air-cargo-demand-still-outstripping-capacity-iata/139075.article 
5 5https://news.gallup.com/poll/325208/americans-willing-covid-vaccine.aspx 
 
6 https://www.cdc.gov/vaccines/covid-19/long-term-care/pharmacy-partnerships.html 

https://www.bloomberg.com/news/articles/2020-07-25/the-supply-chain-to-save-the-world-is-unprepared-for-a-vaccine


 

 

 

  
Last year, 175 million doses of flu vaccines were administered in the United States. 7  This year, that number is 
forecast to jump to 196 million, per the CDC8.  Given those estimates, Changebridge believes approximately 158m 
flu shots will be given (65% of 243m adults).  Of those individuals who do receive the vaccine, the venue has been 
gradually changing over the last few years from a hospital setting, to a doctor’s office, to retail pharmacies, such 
as CVS and Walgreen’s.  This year, that shift is expected to accelerate as Americans indicate a preference to avoid 
hospitals.  As more Americans receive the flu shot, and increasingly do so in a non-hospital setting, SMED’s 
addressable audience grows.  Having existing relationships with these pharmacies and clinics puts SMED in a 
prime spot to pick up additional revenue. 
 

 
Source: SMED Corporate Presentation 

  
In a normal year, Changebridge estimates that 114 million flu vaccines are given. In the year ahead, we expect 
158 million flu shots and 282 million Covid-19 vaccines to be administered, a total of 440m shots.  This is almost 
4 times a normal year of vaccinations.  Conservatively assuming the venues for vaccination remain largely 
consistent with prior years as well as stable pricing, vaccine-related revenue could be approximately four times 
2019’s results. Last year, SMED had $8m in vaccine-related revenue, and we estimate that number could be 
$31m in the year ahead. 
 

 
 
 
8 https://www.cdc.gov/flu/season/faq-flu-season-2020-
2021.htm#:~:text=Flu%20vaccine%20is%20produced%20by,the%202019%2D2020%20flu%20season. 



 

 

 

 
Source: SMED Corp Presentation 

  
Vaccine-related revenues don’t tell the entire story of Sharps Compliance.  In fact, non-vaccine revenue is 
approximately $45m/annually and has been growing at approximately 10% per year.9  Assuming those trends 
continue (which may prove conservative as market share gains have continued this year) we estimate $49m in 
revenues next year, excluding vaccines.  Combined with vaccine-related revenues, we estimate that SMED could 
achieve $80m in revenue next year, significantly higher than the current consensus Wall Street estimate of 
$61.5m. 
  
Revenue gains could have much higher incremental margins for SMED.  In the past year, the company has already 
expended capital to triple capacity, and they are able to add volume on existing routes.10  Thus, gross and 
operating margins should expand meaningfully in the coming year.  The company has cited the potential for 45-
50% incremental gross margins (gross margins on new revenues) and 10% incremental SG&A on new 
revenue.11  This equates to 35% incremental operating margins (total company operating margins have historically 
been closer to 10%).  Revenue and operating profit may be on the verge of expanding meaningfully. 
 
Looking Forward: 
 
The impact of the Covid-19 pandemic goes beyond the scope of any one research piece.  As fiduciaries, 
Changebridge considers how Covid-19 may impact American companies in the future.  We believe potential 
investment opportunities can be found in the “picks and shovels” involved in transporting and safely disposing of 
vaccines.  Atlas Air Worldwide should benefit from the effort to responsibly transport hundreds of millions of 
vaccines around the globe.  Given a tight global supply of cargo carriers, the impact of shipping vaccines is likely to 
be meaningful.  As a leading provider of safe disposal services for medical waste, Sharps Compliance is poised to 
participate in the coming vaccination effort.  With growing demand for a vaccine, two-dose requirements, and a 
reliance on retail distribution, SMED appears to be an asymmetric risk/reward opportunity for investors.   
 

 
9 Q3 Conference Call – Bloomberg Transcripts 
10 Q3 Conference Call – Bloomberg Transcripts 
 
11 Q3 Corp Presentation 



Changebridge’s statements are not an endorsement of any company or a 
recommendation to buy, sell or hold any security. For full disclosures, click 
here .
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