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Analyst Report: UnitedHealth Group Incorporated (UNH)

UnitedHealth Group Incorporated is well-positioned for continued growth, but faces some challenges, including
increased competition, regulatory scrutiny, and the risk of cyberattacks.

Forward Valuations Bullish Bearish

Implied Option Valuation $600.00 - $800.00 $500.00 - $700.00

Sum of the Parts $550.00 - $750.00 $450.00 - $650.00

Relative Multiples $500.00 - $700.00 $400.00 - $600.00

Discounted Cash Flow $450.00 - $650.00 $350.00 - $550.00

SUMMARY DATA (ANNUAL)

52-Week High $607.94

52-Week Low $436.38

Shares 928

EPS 24.12

Dividend 7.29

Revenue 371,622

Cost of Revenue 280,664

Gross Profit 90,958

EBIT 31,595

OUTLOOK

UnitedHealth Group Incorporated is expected
to continue to grow its revenue and earnings
in the next two quarters. The company's
Optum business is expected to be a key driver
of growth, as it benefits from the ongoing shift
towards value-based care models and the
increasing adoption of technology in
healthcare. UnitedHealthcare is also expected
to continue to perform well, as it benefits from
growth in Medicare Advantage and Medicaid
enrollments. However, the company faces
some headwinds, including increasing
regulatory scrutiny and the potential for
changes in government healthcare programs.
The company's ability to effectively manage
these risks will be critical to its continued
success.
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1. Business Description
UnitedHealth Group Incorporated is a health care and well-being company with a mission to help people live
healthier lives and help make the health system work better for everyone. The company operates through two
segments: Optum and UnitedHealthcare.

Optum is a health services business that uses data and technology to serve a variety of stakeholders in the
healthcare industry. Optum Health, Optum Insight, and Optum Rx are the three business divisions that make up
Optum.

Optum Health offers services and technologies related to patient-centered care, care management, wellness, and
consumer engagement as well as health financial services. It provides a range of healthcare services, including
primary care, surgical care, urgent care, and behavioral health, and also offers services related to post-acute care
planning and health financial services.

Optum Insight uses data and analytics, research, consulting, technology and managed services solutions to simplify
processes for constituents in the health system. It offers services to hospitals, health plans, state governments, and
life sciences companies. Optum Insight works with hospitals to improve their performance, better coordinate care,
and reduce administrative costs, and helps health plans to enhance outcomes and improve financial performance.

Optum Rx provides a broad range of pharmacy care services, including managing prescription drug spending,
dispensing medications, and providing home delivery, specialty pharmacy, and community pharmacy services. It
offers utilization management, medication management, quality assurance, adherence and counseling programs as
well as rare disease and gene therapy support services.

UnitedHealthcare offers a range of health benefits, primarily through employer-sponsored and government-funded
programs. It works to help make the healthcare experience simpler and more affordable by providing access to care
through networks of healthcare providers. Its segments are UnitedHealthcare Employer & Individual,
UnitedHealthcare Medicare & Retirement, and UnitedHealthcare Community & State.

UnitedHealthcare Employer & Individual serves consumers and employers of all sizes and also serves individuals
and employers internationally, primarily in Brazil, Chile, Colombia and Peru. The company assumes the risk of
medical costs in exchange for a monthly premium through its risk-based offerings and offers administrative and
other management services to employers who self-fund the costs of providing healthcare for their employees.

UnitedHealthcare Medicare & Retirement provides health and well-being services to seniors and other
Medicare-eligible individuals. It offers Medicare Advantage, Medicare Part D, and Medicare Supplement products,
as well as care management and health system navigator services, clinical management programs, nurse health
line services, 24-hour access to healthcare information, and access to discounted health services.

UnitedHealthcare Community & State is focused on providing healthcare to underserved individuals through a
variety of state and federal programs, including Medicaid, CHIP, and the ACA. It works to address the healthcare
needs of economically disadvantaged individuals, medically underserved individuals, and individuals without
employer-sponsored healthcare coverage.

The company states that its businesses are subject to a variety of risks, including risks related to competition,
information security, changes in laws and regulations, and the impact of large-scale medical emergencies and
natural disasters. The company's management believes that it has sufficient capital resources to meet its liquidity
needs. The company's management also states that the company's internal control over financial reporting is
effective.
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2. Financial Analysis
UnitedHealth Group Incorporated's revenue and net income have steadily increased over the past 10 years. This
growth has been driven by growth in both the Optum and UnitedHealthcare businesses. The company's operating
margin has remained relatively consistent throughout this period.

The company's balance sheet reflects a strong financial position, with a significant amount of cash and investments.
The company's debt levels have increased in recent years, primarily as a result of acquisitions and stock
repurchases.

The company's cash flow statement shows that the company generates a substantial amount of cash from its
operations. The company has used its cash flow to fund acquisitions, capital expenditures, and returns of capital to
shareholders.

In the last 10 quarters, the company has continued to grow its revenue and net income. Growth at Optum has been
particularly strong.

The company's operating margin has decreased slightly in recent quarters, but remains at a healthy level. The
company's balance sheet and cash flow statement continue to reflect a strong financial position.

Looking forward, the company is well-positioned for continued growth, but faces some challenges, including the
potential for increased competition and changes in government regulations.
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BALANCE SHEET, LAST 10 YEARS

2023 2022 2021 2020 2019 2018 2017 2016 2015 2014

Total Assets 273,720 245,705 212,206 197,289 173,889 152,221 139,058 122,810 111,254 86,382

Total Debt 62,537 57,623 46,003 43,467 40,678 36,554 31,692 32,970 31,965 17,406

Shares 928 937 943 949 951 963 964 952 953 972

EPS 24.12 21.47 18.33 16.23 14.55 12.45 10.95 7.37 6.10 5.78

Dividend 7.29 6.40 5.60 4.83 4.14 3.45 2.88 2.38 1.88 1.41

Revenue 371,622 324,162 287,597 257,141 242,155 226,247 201,159 184,840 157,107 130,474

Cost of Revenue 280,664 244,545 217,945 190,141 184,557 172,401 154,148 141,454 120,081 97,459

Gross Profit 90,958 79,617 69,652 67,000 57,598 53,846 47,011 43,386 37,026 33,015

EBIT 31,595 27,916 23,523 22,039 19,285 16,948 14,944 12,874 10,966 10,274

(* millions, except EPS and dividend)
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BALANCE SHEET, LAST 10 QUARTERS

2024 Q2 2024 Q1 2023 Q4 2023 Q3 2023 Q2 2023 Q1 2022 Q4 2022 Q3 2022 Q2 2022 Q1

Total Assets 286,056 284,210 273,720 282,063 280,164 283,679 245,705 243,064 230,172 221,238

Total Debt 75,098 73,637 62,537 63,369 65,589 70,588 57,623 48,667 51,391 47,493

Shares 921 922 922 926 930 933 934 935 937 941

EPS 4.58 -1.53 5.92 6.31 5.89 6.01 5.10 5.63 5.41 5.34

Dividend 2.10 1.88 1.88 1.88 1.88 1.65 1.65 1.65 1.65 1.45

Revenue 98,855 99,796 94,427 92,361 92,903 91,931 82,787 80,894 80,332 80,149

Cost of Revenue 76,798 76,791 72,425 68,973 70,016 69,250 61,905 60,941 60,689 61,010

Gross Profit 22,057 23,005 22,002 23,388 22,887 22,681 20,882 19,953 19,643 19,139

EBIT 6,445 657 7,469 8,329 7,874 7,923 6,744 7,340 7,003 6,829

(* millions, except EPS and dividend)
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3. Stock Technical Analysis

UnitedHealth Group Incorporated's stock price has been in a strong uptrend over the past 52 weeks. The stock
price has consistently made higher highs and higher lows, indicating a strong bullish trend.

The stock price has recently broken out to new all-time highs, which is a further sign of strength. The relative
strength index (RSI) is currently above 70, indicating that the stock is overbought.

However, the moving average convergence divergence (MACD) is still in a bullish configuration, suggesting that the
uptrend is likely to continue. The stock has strong support at the 50-day moving average, which is currently around
$550.

Resistance is at the all-time high, which is currently around $610. The stock price is likely to consolidate in the near
term, but the long-term outlook is bullish.
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4. Current Media Coverage & Stories
UnitedHealth Group Incorporated has recently been in the news for several reasons, including a cyberattack on its
Change Healthcare unit, its role in the rising cost of insulin, and its plans to refinance debt. The cyberattack, which
took place in February 2024, disrupted healthcare systems nationwide and resulted in the exposure of sensitive
patient data. UnitedHealth CEO Andrew Witty testified before Congress about the attack and defended the
company's response.

The FTC filed a lawsuit in September 2024 accusing UnitedHealth and two other companies of engaging in illegal
rebate programs that increased the price of insulin. UnitedHealth denied the allegations and vowed to fight the
lawsuit.

In July 2024, the company announced a seven-part bond offering that will allow it to refinance debt and get ahead of
any potential volatility related to the upcoming presidential election. Analysts saw this move as a sign of the
company's financial strength and confidence in its future prospects.
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5. Financial vs. Stock vs. Media Coverage Situations
The media headlines surrounding UnitedHealth Group Incorporated, particularly those concerning the cyberattack
and the insulin lawsuit, present potential risks for the company. The cyberattack has already resulted in
Congressional scrutiny and could lead to fines, lawsuits, and reputational damage. The insulin lawsuit could also
result in significant financial penalties if the FTC's allegations are upheld.

However, the company's strong financial performance and the recent bond offering suggest that it is well-equipped
to handle these challenges. The company's revenue and net income continue to grow, and its balance sheet is
strong. The bond offering was well-received by investors, indicating confidence in the company's future.

The stock price has also been performing well, recently hitting new all-time highs. This suggests that investors are
not overly concerned about the recent negative headlines. Overall, the narratives surrounding UnitedHealth Group
Incorporated are mixed. There are some potential headwinds, but the company's fundamentals remain strong. The
stock price is likely to remain volatile in the near term, but the long-term outlook is positive.
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6. Industry Analysis
The health insurance industry is a large and growing market, driven by an aging population, rising healthcare costs,
and government mandates. Competition is fierce, with several large players vying for market share. UnitedHealth
Group Incorporated is the largest health insurer in the United States, followed by Anthem, Cigna, and Humana.

These companies offer a variety of health insurance products, including employer-sponsored plans, individual plans,
and government-funded plans such as Medicare and Medicaid. The industry is facing a number of challenges,
including rising healthcare costs, increasing regulatory scrutiny, and pressure from consumers and employers to
lower premiums.

Health insurers are responding to these challenges by developing new products and services, such as value-based
care models, telehealth, and data analytics, to improve efficiency and reduce costs. The industry is also
consolidating, with larger companies acquiring smaller companies to gain scale and market share.

UnitedHealth Group Incorporated is well-positioned to navigate these challenges and capitalize on growth
opportunities in the industry. The company has a strong track record of innovation, a diversified business model,
and a large customer base. However, the company will need to continue to adapt to the changing healthcare
landscape and effectively manage its risks to maintain its market leadership.
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7. Drivers & Challenges
UnitedHealth Group Incorporated is currently facing several key drivers and challenges that are likely to shape its
future. One of the primary drivers is the ongoing shift towards value-based care models. These models, which
incentivize healthcare providers to focus on quality and outcomes rather than volume, are gaining traction as a way
to address rising healthcare costs and improve patient care. UnitedHealth is well-positioned to capitalize on this
trend, with its Optum Health business already offering a range of value-based care solutions.

Another key driver is the increasing adoption of technology in healthcare. Telehealth, remote patient monitoring, and
data analytics are becoming increasingly prevalent, offering the potential to improve access to care, enhance
patient engagement, and streamline operations. UnitedHealth is investing heavily in these areas, with Optum Insight
and Optum Rx developing and deploying a variety of technology-enabled solutions.

The company also faces a number of challenges, including increasing regulatory scrutiny, the potential for changes
in government healthcare programs, and the risk of cyberattacks. The FTC lawsuit regarding insulin pricing is a
prime example of the regulatory risks facing the company, while potential changes to Medicare and Medicaid
funding could also impact its profitability. The cyberattack on Change Healthcare highlights the vulnerability of the
company's systems to data breaches and the potential for significant financial and reputational damage.

UnitedHealth will need to effectively manage these challenges to maintain its growth trajectory. This will require
continued investment in cybersecurity, ongoing advocacy for stable and sustainable healthcare policies, and a focus
on developing innovative solutions that meet the evolving needs of patients, providers, and payers.
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8. Bull Case
In a positive, optimistic scenario for UnitedHealth Group Incorporated, the company continues to benefit from the
growth of the healthcare industry and the shift towards value-based care models. Optum Health continues to
expand its value-based care offerings, attracting new customers and driving revenue growth. Optum Insight and
Optum Rx continue to develop and deploy innovative technology solutions, improving efficiency and reducing costs
for healthcare providers and payers. UnitedHealthcare maintains its market leadership in health benefits, attracting
new enrollees and expanding into new markets.

The company effectively manages its risks, including regulatory scrutiny, cybersecurity threats, and the impact of
healthcare policy changes. The FTC lawsuit regarding insulin pricing is resolved favorably, with minimal financial
impact. The company's cybersecurity program successfully prevents any major data breaches. Government
healthcare programs, such as Medicare and Medicaid, remain stable, providing a reliable source of revenue.

In this scenario, the company's stock price continues to appreciate, driven by strong earnings growth, a consistent
dividend, and a positive outlook for the future. The company's commitment to innovation, its diversified business
model, and its large customer base all contribute to its long-term success. Investors who believe in the company's
ability to navigate the changing healthcare landscape and capitalize on growth opportunities are likely to be
rewarded in the long run.
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9. Bear Case
In a negative, pessimistic scenario for UnitedHealth Group Incorporated, the company faces a number of headwinds
that impact its profitability and stock price. The healthcare industry experiences slower growth than expected, due to
economic factors, reduced government funding, and consumer resistance to rising healthcare costs. Competition
intensifies, with new entrants and existing players vying for market share. The shift towards value-based care
models stalls, as providers struggle to adapt and payers are slow to embrace new payment models.

The company's efforts to manage its risks are unsuccessful. The FTC lawsuit regarding insulin pricing results in
significant financial penalties and reputational damage. The company sustains a major data breach, resulting in the
loss of sensitive patient data and costly legal settlements. Government healthcare programs, such as Medicare and
Medicaid, face funding cuts, reducing revenue for UnitedHealthcare.

In this scenario, the company's earnings growth slows, its operating margin contracts, and its stock price declines.
Investors lose confidence in the company's ability to navigate the challenging healthcare environment and generate
sustainable returns. The company's large size, its dependence on government healthcare programs, and its
exposure to regulatory and legal risks all contribute to its vulnerability in this scenario.
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10. Forward Valuation
UnitedHealth Group Incorporated is a large and complex company with a diversified business model, making it
challenging to value accurately. However, using a combination of valuation methods can provide a range of
potential outcomes.

Using a discounted cash flow (DCF) model, a bullish scenario with a high growth rate and low discount rate results
in a valuation of 650.00, while a bearish scenario with a low growth rate and high discount rate results in a valuation
of 450.00.

A relative valuation using multiples-based analysis, based on a bullish scenario with a high price-to-earnings (P/E)
ratio, results in a valuation of 700.00, while a bearish scenario with a low P/E ratio results in a valuation of 500.00.

A sum-of-the-parts (SOTP) valuation, based on a bullish scenario with high valuations for each business segment,
results in a valuation of 750.00, while a bearish scenario with low valuations results in a valuation of 550.00.

An implied option valuation pricing model, based on a bullish scenario with a high volatility, results in a valuation of
800.00, while a bearish scenario with a low volatility results in a valuation of 600.00.

These valuations are based on a number of assumptions, including revenue growth rates, operating margins,
discount rates, and comparable company valuations. The actual outcome is likely to fall within this range, but the
specific valuation will depend on the company's performance and the overall market environment.
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11. Executive Summary
UnitedHealth Group Incorporated is a leading healthcare and well-being company that operates through its Optum
and UnitedHealthcare businesses. The company's mission is to help people live healthier lives and make the health
system work better for everyone.

UnitedHealth Group has a strong track record of financial performance, with consistent revenue and earnings
growth over the past decade. The company's size, diversification, and innovative approach position it well to benefit
from the ongoing growth and transformation of the healthcare industry.

However, the company also faces a number of challenges, including increasing regulatory scrutiny, cybersecurity
threats, and pressure to lower costs. The company's ability to effectively manage these risks will be critical to
maintaining its growth trajectory and delivering shareholder value.

The recent FTC lawsuit concerning insulin pricing and the cyberattack on Change Healthcare highlight the potential
impact of these risks. While the company's strong financial position provides some cushion, a failure to address
these challenges could lead to significant financial penalties, reputational damage, and a decline in its stock price.

UnitedHealth Group's stock has been in a strong uptrend over the past year, recently reaching new all-time highs.
However, the stock price is likely to remain volatile in the near term, as investors weigh the company's growth
prospects against its risks. The long-term outlook for UnitedHealth Group is positive, but the company's ability to
navigate the changing healthcare landscape and effectively manage its risks will be crucial to its continued success.


