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CAPITAL STRUCTURE as of 6/30/17
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MARKET CAP: $190 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., 0.9% (4/17 Proxy).
CEO: David Wichmann; CFO: John F. Rex. Inc.: Minnesota. Ad-
dress: 9900 Bren Road East, Minnetonka, MN 55343. Telephone:
952-936-1300. Web: www.unitedhealthgroup.com.
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42898

57121

ANNUAL RATES Past
of change (persh) 10 Yrs.
Revenues
“Cash Flow”
Earnings
Dividends
Book Value

15.5%
11.5%
10.5%
54.0%
11.5%

Past Est'd '14-'16
5Yrs. t0'20-22
14.0% 9.5%
11.0%  12.0%
10.5%  13.0%
40.0% 14.0%
9.0% 13.0%

UnitedHealth Group’s stock continues
to test all-time high quotations. July-
period results that were above the con-
sensus on both the top and bottom lines
kept the positive momentum going, and
Wall Street even applauded a change at
the top executive position (more color be-
low). The Optum branches are still dis-

Cal-

endar |Mar.31 Jun.30

QUARTERLY REVENUES ($ mill)

Full

Sep.30 Dec.31| Year

playing growth metrics that warrant a
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157107
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200490
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premium on UNH'’'s stock. That said, we
have this equity designated as a 2 (Above
Average) for Timeliness in the coming six
to 12 months. Those in search of longer-
term appreciation potential should look
elsewhere for now, and dividend seekers
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are advised to stay tuned, as the payout is

2014
2015
2016
2017
2018

110 142
146 164
181 196
237 246
2.60 270

163 155
165 126
217 211
255 252
285 270

5.70
6.01
8.05
9.90
10.85

not yet on par with the Value Line
median, though expect it to be out to early
next decade. Cash flow generation is
ample, and this blue chip should continue
to reward shareholders with handsome in-
creases to the quarterly stipend.
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We are raising our 2017 and 2018

2013
2014
2015
2016
2017

2125 .28
.28 375
375 .50
.50 .625
625 75

.28 .28
375 375
.50 .50
625 625

1.05
141
1.88
2.38

earnings estimates for the second
time. UNH'’s market dominance is grow-
ing at a healthy clip. The legacy insurance
business is humming along, and producing

.75

better margins since exiting the exchanges

setup under the Affordable Care Act. Add
to this the success of each Optum unit,
pharmacy benefits operations have been a
particular bright star, spurred on by the
Catamaran purchase, and the company is
firing on all cylinders. With that, we are
adding a dime to our EPS calls for both
this year and then next.

A transition at the CEO post should
go seamlessly. On September 1st, CEO
Stephen Hemsley moved into the executive
chairman role, and David Wichmann, who
has been with the company since 1998,
most recently as president, took over the
CEO reins. Mr. Wichmann has held
several titles with UNH through the years
and been vital on the traditional health
plan front and new M&A deals.

The situation with the Department of
Justice warrants a watchful eye, but
the company has been transparent.
Accusations of inflated billing surfaced
several months back. However, manage-
ment cited inaccurate health statuses as
the reason behind the problem. The hope
is that the situation is remedied with min-
imal financial and reputational negatives.
Erik M. Manning September 8, 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-October.

©)

Includes intangibles. In '16, $56.1 billion,

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