Verkenning: 22-07-2025
Business & Businessmodel
1. Do I understand the businessmodel?  Yes
UnitedHealth Group operates as fully integrated healthcare company combining health insurance (UnitedHealthcare) with healthcare services (Optum) including medical care (Optum Health), pharmacy benefit management (Optum Rx) and data analytics (Optum Insight). It’s business model spans the entire healthcare chain – from insuring patients to delivering the care and managing drug and data services. 

Example flow of value:
A patient …
· Gets health insurance from UnitedHealthcare
· Visits a doctor that works in an Optum Health clinic
· Receives prescription managed through Optum Rx
· And goes to a hospital that uses Optum Insight software to analyse costs and optimize treatment.
								
2. Is the business model future proof?  Yes
I think people will always need to be insured, and need medical care. With United Health also capitalizing on data analysis and Ai, I think their business model is future proof.

3. Is the business model stable?
People will need health insurance, and I don’t think that will be very volatile. Therefore I think it’s business model is stable.

Financial
1. Is the free cashflow (FCF) positive?  Yes.
FCF for 2024 was $20.71B. TTM FCF is $24.86B.

2. Is the free cashflow (FCF) growing?  No.
FCF hasn’t grown Y/Y in 2024 and doesn’t seem to grow Y/Y in 2025. Q1 FCF is $4.56B. Which is slightly above average looking back till Q2 2023.

3. Is net income positive?  Yes.
Net income for 2024 was $14.4B down 35,6% Y/Y.


4. Is net income growing?  No, not yet but possibly this year.
Net income 2024 was down 35,6% year over year. But net income for Q1 2025 is $6.29B which is the best quarter looking back till Q2 2023.




5. Does the company have a healthy balance sheet?  No, slightly unhealthy
Current ratio = 0,83
Quick ratio = 0,83
Solvency = 31%
Debt to equity = 83%
Interest coverage ratio = 0,13
Current / quick ratio is below 1, indicating low liquidity, but improving. Solvency is 31% which is just below average compared to competitors like Elevance, CVS, Humana and Cigna. But solvency has been decreasing since 2021, but seems to consolidate in Q1 2025.
Debt to equity is quite high and rising at 83% for 2024 and 86% for Q1 2025. It is also quite high compared to competitors, but not the highest. All this is indicating a slightly unhealthy and slightly deteriorating balance sheet. Adding the ICR to the mix we can see that the interest expenses are easily covered.

Growth & potential
1. Is revenue growing?  Yes.
Revenue is growing 7,7% Y/Y for 2024 and 9,8% Y/Y for Q1  2025. And  8,7% Q/Q growth.

2. Is the company capitalizing on a megatrend?  Yes.
a. Aging population: The median age in the US is increasing as wel as the old age dependency ratio. (Pwc, 2022) Meaning more older people who need more health care. Which is positive for UNH.
b. Technological disruption (Pwc, 2022)  Healthcare digitalization & Data-driven care: Healthcare is digitalizing & becoming more data driven, UNH capitalizes on this using Optum Insight and Optum Rx.

3. In a disruptive or growing sector?  Yes.
The healthcare and insurance sector is growing due to the growing need for healthcare, as people get older, there are more older people, who need more healthcare, therefore the sector is a growth sector according to me.











Competitiveness
1. Does the company have a moat?  Yes, a wide moat.
a. Scale and vertical integration: UnitedHealth is the biggest healthcare insurer in the U.S. and is a fully integrated healthcare company, meaning they generate revenue across the whole healthcare chain, this gives them a lot of cost control, negotiation power and synergy effects across the healthcare chain. UnitedHealth is also the biggest health insurer in the U.S.. 
b. Data & Analytics: Because they are the biggest they get the most data. UNH can leverage analytics to improve outcomes and reduce costs, which is something smaller competitors cannot easily replicate.
c. Network effects: The size of its providers and clients network gives UNH strong bargaining power and makes it hard for competitors to match its reach or efficiency. Trust is crucial in healthcare and governments trust large, proven networks – reinforcing customer retention.
d. Brand & Trust: UNH has decades of brand recognition.

2. Does the company have pricing power?  No. Not really.
55% of their revenue is Medicare & retirement and Community & State, which are highly regulated by the government, meaning weak pricing power. Their E&I (Employer & Individuals) segment does have strong pricing power as their size gives them leverage to negotiate better premiums and their Optum segment they have some good pricing. E&I and Optum combined is 45% of their revenues.


3. How does the company compare financially to competitors?
UNH has the highest revenue, net income, net profit margin and FCF compared to CVS, Elevance, Humana and Cigna. Even though they are having a bad year, they are still more profitable and generate more cash than their competitors. Looking at the balance sheet we see that their current ratio of 0,83 is quite low compared to the others, but not the lowest. Their Debt to equity and Solvency is also a bit high and low, respectively. Their interest coverage ratio is the best across the 4 competitors. Looking at the complete picture, we can conclude that they have quite a lot of debt, but are profitable enough and generate enough cash to cover this debt and its accompanied interest. Therefore, they are the true market leader.






Valuation
1. Is the P/E ratio lower than the historical average?  Yes
TTM Price to Earnings ratio is 10,44 compared to an average of 24,33 the past 7 years.

2. Is the P/E ratio lower than the sector average?  Yes
Industry average P/E ratio is 20.5 according to simply wallst. Meaning we are well below the industry average.

3. Is the PEG ratio lower than 1?  No
PEG is 1.49 if we take the TTM P/E ratio of 10,44 and the expected EPS growth rate of 7% average for 2025 till 2028.

4. Is the forward P/E ratio lower than the current P/E ratio?  No.
Forward P/E ratio for 2025 is 14,26. Which is higher than the TTM P/E ratio. But this is explained by the expected earnings decline. But when we look further in the future the forward P/E for 2025 is at 8,82, signalling an undervaluation over the long run.

Technical
1. Is the stock price below it’s 200 week SMA?  Yes.
It is 36% below its 200 week SMA.

2. Is the stock price at or close to a strong support?  Not really.
Looking at the chart the stock price has declined 53% since December 2024. For a brief moment they sinked to a stock price of $250 an since then they have recovered and stayed at around $300. Now the stock price has dipped and stayed around $290. Which is not a support level. As they have dipped so suddenly, it is hard to see support levels form, but knowing they have already dipped almost 55% and been around $280-$325 from may 2025 till now – end of July 2025, I don’t expect them to drop much further, unless earnings fall more than expected, or the investigation by de DOJ yields a negative result.

Portfolio fit
1. Does it add to diversification?  No and yes.
It adds to sector diversification but does make my portfolio more US and dollar heavy, which is already a big part of my portfolio.

2. Does it fit in the desired portfolio allocation?  Yes
It will add to the stable/dividend allocation in my portfolio which is currently underrepresented. 

3. Does the position not exceed 25% of my portfolio?  Yes  
I will invest a maximum of €1.000.

Narrative
1. Is the narrative positive on X?  Yes
The narrative on X is very positive, I see a lot of people posting they are buying dips, that the price will rise in the future, and that they don’t worry about the dip which was caused by the DOJ investigation as UNH has proactively reached out to the DOJ to cooperate, which indicates innocence. This is all positive, according to X users.

2. Is the narrative positive according to analysts?  Yes
Bernstein is bullish on UNH. I quote: “Despite these significant headwinds, Bernstein is bullish on UNH. The brokerage firm recently named UnitedHealth one of its “Top Picks” ahead of Q2 earnings, pointing to its discounted valuation and the potential for a strong margin recovery in the coming years. Bernstein also sees normalization in Medicaid and Medicare Advantage trends, and is expecting UNH’s earnings to double by 2029, at a compound annual growth rate (CAGR) of 19%.” (Kahn, 2025)

According to Trefis Team on the forbes website “UnitedHealth has shown strong performance across the previously mentioned parameters [Growth, Profitability, Financial Stability, Downturn Resilience]. This, in conjunction with its current low valuation, renders the stock appealing and reinforces our finding that UNH represents a worthwhile buying opportunity.” (Trefis Team, 2025)

According to tradingview the analyst ratings are as follows:
	Strong buy
	16

	Buy
	4

	Hold
	6

	Sell
	2

	Strong sell
	1



Own conviction / beliefs
1. Write down three biggest reasons why you would not invest in this company.
a. DOJ investigation for Medicare billing practices, focusing on inflated payments.
b. Uncertainty and unrest within and around company due to CEO assassination and following unexpected CEO’s resignation after a short period of time.
c. Rising medicare costs.

2. Write down the three most important risks for this company.
a. Rising medicare costs.
b. Regulatory and political risk.
c. DOJ investigation.






3. Write down why you are buying this company.
I am buying UNH because of it’s rich and strong history, solid balance sheet, growing revenue, and attractive valuation. Even after this ~50% decline I still see that their fundamentals are alright and that there are some short-term problems. But long-term they pay a good dividend which they could easily cover, and they have very little downside risk as they have already crashed about 50%. Therefore I am buying.

4. What are my expectations for the long-term?
I expect UNH to recover. Maybe not soon, but looking long-term I firmly believe so. I think they will capitalize more on healthcare trends, by gathering more data and digitalizing more and more. People will always need Health insurance, and I expect that more and more people will need it as the population grows and grows older. 

5. Would I want to own this company for the next 30-40 years?
Yes, I firmly believe that they will continue to add value for the next 30 to 40 years. If I thinks they did commit fraudulent activities, in connection with the DOJ investigation I will sell my position.

6. What are the next steps?

