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CAPITAL STRUCTURE as of 3/31/17
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MARKET CAP: $170 billion (Large Cap)
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BUSINESS: UnitedHealth Group is a diversified health/well-being
company. It offers products/services to individuals through four seg-
ments: UnitedHealthcare (network-based health care benefits), Op-
tumHealth, Optuminsight, and OptumRx (information and technol-
ogy based health services, consulting, and PBM). Acquired Oxford
7/04; PacifiCare Health 12/05; Sierra Health Svcs. 2/08; Unison

Health 5/08; Amil P. 4/13. Medical cost ratio: 81.2% in 2016. Has
about 230,000 employees. BlackRock owns 7.3% of common;
Vanguard, 6.3%; FMR LLC, 6.0%; offs. & dirs., .9% (4/17 Proxy).
CEO: Stephen J. Hemsley; President and CFO: David S. Wich-
mann. Inc.: MN. Address: 9900 Bren Road East, Minnetonka, MN
55343. Tel.: 952-936-1300. Web: www.unitedhealthgroup.com.
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Even while trading at all-time highs,
UnitedHealth Group stock is timely.
First-quarter results bested the consensus,
and expectations are up across the board
(more color below). Too, the company
deserves to trade at a premium due to its
dominant market position, and on the
strength of its Optum lines, which contin-
ue to post impressive growth figures. The
Optum branches began their ascent
around the onset of the Affordable Care
Act. Industry reform pushes the demand
for these offerings higher, and it looks like
more alterations to the medical insurance
arena are on their way from the Trump
Administration. In times of change/the un-
known, investors often are drawn to the
quality names of a sector, and UNH is at
the top of that list, given its membership
in the Dow Jones Industrial Average.
Those in the market for a longer-term
holding may want to take their business
elsewhere, however, as the stock is already
trading well within our Target Price
Range for the pull to 2020-2022. Too, the
income component here is not up to snuff
as a stand-alone metric.

Earnings for 2017 will probably be

about $0.30 a share higher than we in-
itially predicted. Minimizing its ACA ex-
posure has negated a good portion of the
losses associated with this business. Also,
Optum numbers show no sign of trailing
off. EPS is now on track to reach $9.80
this year and $10.75 in 2018.

Recent dealings with Merck could
have pronounced effects on the medi-
cal services field. The crux of the rela-
tionship is to develop and simulate the
performance of contractual reimbursement
models in which payment for prescription
drugs is tied to patient health outcomes.
Value-based and pay-for-performance set-
ups could be the wave of the future if the
findings come back certain ways.
Troubles with the Department of Jus-
tice remain a concern. Twice in the last
month, the DOJ has accused UNH of col-
lecting more from Medicare than it was
entitled to. The inflated amounts stem, ac-
cording to UNH, from inaccurate informa-
tion about the health status of patients.
Management immediately responded that
it has been compliant with the rules and is
transparent.

Erik M. Manning June 9, 2017

(A) Diluted earnings. Excludes nonrecurring | historically paid in late March, June, Septem- | (D) In millions, adjusted for stock split.

gains/(losses): '07, (8¢); '08, (55¢); '16, 80¢. | ber, and December.

Next earnings report due mid-July.

(C) Includes intangibles. In '16, $56.1 billion,

(B) Quarterly dividend initiated 6/10. Dividends | $58.95/share.
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