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Company Description: 
UnitedHealth Group, the largest private health insurer in the U.S., provides a diverse and comprehensive array of health and well-
being services to people through all stages of life. The company provides medical benefits to over 50 million members through 
employer-sponsored, self-directed, and government-backed insurance plans in the U.S. and internationally. UnitedHealth has 
two operating units: UnitedHealthcare (77% of Revenue) and Optum (23% of Revenue). 
 
 
Highlights:  
UNH has historically derived about 1/3 of their earnings growth from M&A, which likely includes recently acquired business lines 
including growth and synergies. They expect M&A to maintain this level of contribution to growth in the current environment. 
UNH normally does smaller acquisitions as they are typically early to sectors and/or are buying capabilities which they are 
applying differently to the current market offerings.  
 
Regarding inflation, UNH highlighted their focus on forecasting cost inflation (along with containing costs), confirmed that this 
role is one where they have much experience. Given commentary, our impression is that management expects higher levels of 
medical cost inflation than pre-COVID, and that they will price for this. 
 
Bull Case: 

• Competitive Moat - UnitedHealth Group’s massive scale is a crucial source of competitive advantage because it allows 
the company to reduce health cost per member and to price its insurance offerings at more competitive prices. 

• Long Runway for Growth - Health care spending has grown consistently for many years and comprises approximately 
18% of U.S. GDP. This trend is likely to continue as baby boomers continue to age. 

• Continued Strong Growth with Optum - Management believes they are in the early innings of growth for OptumCare, 
positioning OptumCare as the top growth driver for the company. The company has emphasized opportunities in 1) 
continued expansion of geography and increased density in target markets, 2) expansion of fee for service relationships 
into full risk globally capitated deals; 3) integration of more capabilities into coordinative care, and 4) the potential for 
penetration of other segments. We see gov't MCO and OptumCare as strong growth pillars for UNH and are interested 
in what will emerge over the next 5-10 years as their 3rd pillar of their business model. Given their HC system 
technology, UNH’s management expects 13-16% LT EPS growth targets for Optum. 

 
Bear Case: 

• Headline Risk  Do Not Feel the “Bern” – The stock may live in the sector with the highest sensitivity to the political 
landscape given its high leverage to Medicare Advantage – basically, the stock is affected by the political discussions 
regarding healthcare reform. If government healthcare for all policy were to be passed, UNH would be greatly affected.  

• Sensitivity to Risk Adjustments – Medicare Advantage risk adjustment (“RADV”) is an overhang for the sector, with 
some clarity coming in February. UNH always re-iterates the importance of risk adjustment to the MA business model. 
UNH also stressed the importance of FFS adjuster and not making retroactive changes to the program. We expect 
medium term pressure on MA rate growth but see that as largely being passed through to customers. 

• Law of Larger Numbers & Increasing Goodwill – Historically, UNH has been a very diligent acquirer. Due to the 
company’s large size, the impact from M&A becomes less meaningful, resulting in reduced synergies and slower 
bottom-line growth. Furthermore, given the company’s interest in M&A, goodwill is a relatively high percentage of its 
total assets – impairment to these assets would prove unfavorable to the stock price.  

 
Overall Thesis:  
UnitedHealth, already the industry leader, is well positioned to capitalize on the attractive and rapidly growing Medicare 
Advantage market, as penetration continues to tick up ~100bps/year with ample room to grow from the current ~35%. 
Additionally, the Optum segment consistently exhibits double-digit growth through its wide mix of services including health care 
solutions (Optum Health), data-analytics and services (Optum Insight), and the delivery and management of prescription 
medications (Optum Rx).  
 
We believe UnitedHealth is an attractive long-term investment opportunity given the industry backdrop, double-digit EPS growth 
rate, strong cash flow generation and its sound capital deployment strategy. 
 

Name Ticker Yield Growth D + G
UnitedHealth Group Incorporated UNH 1.39% 12.00% 13.39%
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Past performance is not indicative of future results.  Investing involves risk including the potential loss of principal. This 
material is not financial advice or an offer to sell any product. The actual characteristics with respect to any particular client 
account will vary based on a number of factors including but not limited to: (i) the size of the account; (ii) investment 
restrictions applicable to the account, if any; and (iii) market exigencies at the time of investment. Aptus Capital Advisors, 
Inc. reserves the right to modify its current investment strategies and techniques based on changing market dynamics or 
client needs. Forward looking statements cannot be guaranteed. This is not a recommendation to buy or sell a particular 
security. There is no assurance that any securities discussed herein will remain in an account's portfolio at the time you 
receive this report or that securities sold have not been repurchased. The securities discussed may not represent an 
account's entire portfolio and in the aggregate may represent only a small percentage of an account's portfolio holdings. 
It should not be assumed that any of the securities transactions, holdings or sectors discussed were or will prove to be 
profitable, or that the investment recommendations or decisions we make in the future will be profitable or will equal the 
investment performance of the securities discussed herein. A complete list of holdings is available upon request. 
Information was obtained from third party sources which we believe to be reliable but are not guaranteed as to their 
accuracy or completeness. 
 
This commentary offers generalized research, not personalized investment advice. It is for informational purposes 
only and does not constitute a complete description of our investment services or performance. Nothing in this 
commentary should be interpreted to state or imply that past results are an indication of future investment returns. 
All investments involve risk and unless otherwise stated, are not guaranteed. Be sure to consult with an investment 
& tax professional before implementing any investment strategy. Investing involves risk. Principal loss is possible. 
 
This content or when a page is marked “Advisor Use Only” or “For Institutional Use”, the content is only intended for 
financial advisors, consultants, or existing and prospective institutional investors of Aptus. These materials have not 
been written or approved for a retail audience or use in mind and should not be distributed to retail investors.  Any 
distribution to retail investors by a registered investment adviser may violate the new Marketing Rule under the 
Investment Advisers Act.  If you choose to utilize or cite material we recommend the citation, be presented in context, 
with similar footnotes in the material and appropriate sourcing to Aptus and/or any other author or source 
references. This is notwithstanding any considerations or customizations with regards to your operations, based on 
your own compliance process, and compliance review with the marketing rule effective November 4, 2022. 

 
Advisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with the 
Securities and Exchange Commission. Registration does not imply a certain level or skill or training. More information about 
the advisor, its investment strategies and objectives, is included in the firm’s Form ADV Part 2, which can be obtained, at 
no charge, by calling (251) 517-7198. Aptus Capital Advisors, LLC is headquartered in Fairhope, Alabama. ACA-2302-30. 
 
  


