UnitedHealth Group (UNH) Deep Dive
Report

Executive Summary

UnitedHealth Group (UNH) is facing unprecedented operational and financial challenges that
have dramatically impacted its market position. The company, which operates as America's
largest health insurance provider and healthcare services organization through its Optum
business, is navigating through multiple crises simultaneously. Recently appointed CEO
Stephen Hemsley (returning to the role after previously serving as CEO from 2006-2017) faces
the daunting task of stabilizing the organization amid suspended 2025 guidance, a reported
Department of Justice criminal investigation into potential Medicare fraud, and a significant
stock price collapse.

UnitedHealth's core businesses span health benefits (UnitedHealthcare) and health services
(Optum), creating an integrated healthcare delivery model that has historically delivered strong
financial results. However, recent elevated medical costs, leadership disruption, and regulatory
scrutiny have significantly undermined investor confidence. With shares having fallen
approximately 49% over the past three months and 55% over the past 30 days, the company's
market position has deteriorated substantially.

Given the convergence of leadership instability, regulatory investigation, suspended financial
guidance, and dramatic share price erosion, UnitedHealth currently presents a High risk
investment profile, despite its historically dominant market position and established business
model.

Price Performance Analysis

Performance Data

Timeframe Starting Price Current Price Absolute Change Percentage Change

7-Day $385.78 $264.01 -$121.77 -31.56%
30-Day $592.24 $264.01 -$328.23 -55.42%
3-Month $523.51 $264.01 -$259.50 -49.57%
YTD $505.86 $264.01 -$241.85 -47.81%
1-Year $514.83 $264.01 -$250.82 -48.72%
2-Year $491.40 $264.01 -$227.39 -46.27%
All-Time $406.96 $264.01 -$142.95 -35.13%

Key Price Points

Period Price Date % from Current
One-year high $625.25 Nov 11, 2024 -57.77%
One-year low $251.38 May 15, 2025 +5.02%
Three-month high $599.47 Apr 11, 2025 -55.96%
Three-month low $251.38 May 15, 2025 +5.02%

Weekly high $385.89 May 9, 2025 -31.58%



Weekly low $251.38 May 15, 2025 +5.02%

UNH's price movement reveals a significant collapse in shareholder value, particularly in the
last 30 days when the stock lost over 55% of its value. The current price of $264.01 sits just
above the recent 52-week low of $251.38, which occurred today (May 15, 2025). The stock is
trading nearly 58% below its one-year high of $625.25 achieved in November 2024. This
severe price deterioration directly correlates with the recent news of CEO Andrew Witty's
departure, the company's suspension of 2025 guidance, and most recently, reports of a DO]J
criminal investigation into possible Medicare fraud. The technical indicators suggest a stock in
free-fall with no clear support levels established, as evidenced by today's intraday price
dropping to the yearly low before a minor recovery.

Financial Analysis

Revenue and Profit Trends

Quarterly Performance

Quarter Revenue QoQ Net Income QoQ Operating Income QoQ
End ($B) Change ($B) Change ($B) Change
;:2527’ 100.81 +1.64% 5.54 -8.46% 7.77 -10.74%
2'8;404' 99.18 +1.35% 6.06 +43.62% 8.71 +10.58%
233409' 97.86 -0.94% 4.22 +399.22% 7.88 -0.71%
;4;;409’ 98.79 +5.94% -1.41 -125.83% 7.93 +3.15%

Annual Performance (TTM and Previous Years)

Fiscal Revenue YoY Netlncome YoY Operating YoY Net

Year ($B) Change ($B) Change Income ($B) Change Margin
TTM (Q4
2024) 389.07 - 14.32 - 32.20 - 3.68%
2024 295.82 -34.43% 8.86 -67.35% 24.51 -37.54% 3.00%
2023 451.12 +43.16% 27.14 +39.69% 39.25 +44.91% 6.02%
2022 315.12 +12.82% 19.43 +25.96% 27.09 +23.42% 6.17%
2021 279.32 +10.59% 15.43 -7.81% 21.95 -8.49% 5.52%

The quarterly data reveals a company experiencing significant earnings volatility, particularly
highlighted by the negative net income of $1.41B in Q2 2024, followed by a dramatic recovery
in subsequent quarters. While revenue growth has remained modestly positive quarter-over-
quarter, the profit metrics show considerable instability, indicating potential challenges in cost
management.

The annual data demonstrates concerning trends, with 2024 showing a substantial 34.43%
drop in revenue and a 67.35% decline in net income compared to 2023. This reversal follows
what had been strong performance in 2023, suggesting a significant operational disruption.



The TTM numbers through Q4 2024 show some recovery but remain well below 2023 levels.
Net margins have compressed dramatically from 6.02% in 2023 to 3.00% in 2024, pointing to
margin pressure that may continue to impact profitability.

Balance Sheet Analysis

Metric ($B) Feb 27, 2025 Nov 04, 2024 YoY Change
Total Assets 298.28 299.31 -0.34%
Total Liabilities 195.69 194.85 +0.43%
Stockholder Equity 92.66 99.88 -7.23%
Cash & ST Investments 29.11 37.13 -21.60%
Long-Term Debt 72.36 74.10 -2.35%
Debt-to-Equity 0.83 0.78 +6.41%
Current Ratio 0.83 0.91 -8.79%

UnitedHealth maintains a substantial balance sheet with nearly $300B in total assets, though
there has been a concerning decline in stockholder equity of 7.23% year-over-year. The
company's cash position has deteriorated significantly, with cash and short-term investments
dropping by 21.60%. The current ratio of 0.83 indicates potential liquidity concerns, as current
liabilities exceed current assets. While the long-term debt has decreased slightly, the
deteriorating equity position has resulted in a higher debt-to-equity ratio. Overall, the balance
sheet shows signs of stress that may limit financial flexibility during this challenging period.

Cash Flow Analysis

Quarter End Operating CF ($B) CapEx ($B) Free CF ($B) FCF Margin

Feb 27, 2025 2.37 0.91 1.46 1.45%
Nov 04, 2024 13.95 0.99 12.95 13.06%
Aug 09, 2024 6.75 0.85 5.89 6.02%
May 09, 2024 1.14 0.74 0.40 0.40%
TT™ 16.64 3.55 13.10 3.37%

Cash flow metrics reveal significant quarterly volatility, with Q3 2024 (Nov 04) generating
exceptional operating cash flow of $13.95B, compared to much weaker performance in other
quarters. The TTM free cash flow of $13.10B represents a free cash flow margin of 3.37%,
which is adequate but below historical norms for the company. The most recent quarter shows
particularly weak cash generation, with FCF margin dropping to just 1.45%. This deterioration
in cash flow generation could impact the company's ability to invest, reduce debt, or return
capital to shareholders, especially during a period of operational instability.

Growth Trends

Compound Annual Growth Rates (CAGR)

Metric 3-Year CAGR 5-Year CAGR 10-Year CAGR
Revenue +1.93% +4.30% +8.72%
Net Income -16.87% -7.85% +4.82%
Gross Profit -1.69% +2.73% +7.15%

Operating Income +3.76% +5.13% +9.42%



EBITDA -8.37% -2.40% +5.37%

Total Assets +12.00% +11.50% +13.36%
Stockholder Equity +12.43% +12.68% +11.85%
Free Cash Flow -5.62% +8.71% +13.88%

UnitedHealth's growth trends present a mixed picture with concerning elements. The 10-year
CAGR metrics show historically strong performance, with revenue growing at 8.72% and net
income at 4.82% annually over the past decade. However, the 3-year and 5-year CAGRs reveal
a significant deterioration in earnings growth, with net income declining at an alarming 16.87%
CAGR over the past three years.

Revenue growth has decelerated substantially, falling to just 1.93% over the past three years
compared to the 10-year CAGR of 8.72%. This suggests the company is facing fundamental
growth challenges in its core business. Particularly concerning is the negative 3-year CAGR for
EBITDA (-8.37%) and free cash flow (-5.62%), indicating declining operational efficiency.

The balance sheet continues to expand with double-digit growth in assets and equity, which
may suggest the company is investing for future growth but has yet to realize returns on these
investments. Alternatively, it could indicate less efficient capital allocation or integration
challenges from acquisitions.

The stark contrast between solid historical growth rates and recent deterioration suggests a
company at an inflection point, where the historical growth drivers may no longer be effective
in the current healthcare landscape. This deceleration coincides with increased regulatory
scrutiny and industry-wide margin pressures.

Competitive Comparison

Key Metrics Comparison

Company Reven:lfvc);mwm M:f;in ROE Rzlt?o R:/tsi;o Debt/Equity
UNH -34.43% 3.68% 5.98% 30.37 1.09 0.83
Cl (Cigna) +28.66% 1.41% 8.37% 16.86 0.33 2.79
CVs +4.15% 1.24% 6.11% 14.32 0.20 2.35
JNJ +5.26% 15.84% 19.68% 16.15 3.94 1.52
ELV (Anthem) +6.55% 3.38% 14.47% 14.55 0.47 1.83
CNC (Centene) +3.41% 2.03% 12.51% 8.82 0.18 2.12
HUM (Humana) +10.40% 1.03% 7.37% 16.28 0.23 1.83
MEDP +7.66% 19.17% 48.98% 21.61 4.17 1.54
(Medpace)

MOH (Molina) +16.04% 2.90% 26.22% 14.99 0.42 2.48

UnitedHealth's competitive position has weakened considerably compared to its healthcare and
insurance peers. Most notably, UNH is the only company in the comparison showing a
substantial revenue decline (-34.43%), while competitors like Cigna (+28.66%) and Molina
(+16.04%) demonstrate strong growth. UNH's net margin of 3.68% ranks in the middle of the
peer group but is significantly below Johnson & Johnson's industry-leading 15.84%.



The company's return on equity (ROE) of 5.98% is the lowest among the peer group,
considerably trailing Medpace's impressive 48.98% and Molina's 26.22%. This suggests UNH is
generating comparatively less profit from shareholder investments than its competitors. While
UNH maintains a lower debt-to-equity ratio (0.83) than its peers, indicating stronger balance
sheet fundamentals, this advantage is offset by its significantly higher valuation multiples.

UNH's P/E ratio of 30.37 represents a substantial premium to the peer group average of
approximately 15-16, suggesting the market was previously pricing in growth expectations that
may no longer be realistic given recent developments. Similarly, its P/S ratio of 1.09 is higher
than most health insurance peers, though lower than medical technology companies like JNJ
and MEDP.

The competitive analysis reveals that UnitedHealth is currently underperforming most industry
peers in growth metrics while trading at premium valuation multiples. This valuation disconnect
may explain the recent severe stock price correction, as the market adjusts expectations to
align with operational realities and increasing regulatory risks facing the company.

News Analysis

Recent news surrounding UnitedHealth has been overwhelmingly negative, with three major
developments dominating headlines:

1. CEO Departure and Leadership Change: On May 13, 2025, UnitedHealth
announced that CEO Andrew Witty stepped down for "personal reasons," effective
immediately. Former CEO Stephen Hemsley (who led the company from 2006-2017)
has returned to the role. As Reuters reported, "UnitedHealth Group CEO Andrew Witty
has stepped down unexpectedly and company veteran Stephen Hemsley is returning to
the top role to steer the healthcare conglomerate through one of its most challenging
periods." source (https://www.reuters.com/business/healthcare-

pharmaceuticals/unitedhealth-ceo-andrew-witty-steps-down-2025-05-13/)

2. Suspended 2025 Financial Guidance: Simultaneously with the CEO change, the
company suspended its 2025 financial outlook, suggesting significant uncertainty
about future performance. According to CNBC, "UnitedHealth Group said CEO Andrew
Witty is stepping down for 'personal reasons' and suspended its 2025 forecast, sending
shares of the healthcare giant tumbling nearly 10%." source
(https://www.cnbc.com/2025/05/13/unitedhealth-group-ceo-andrew-witty-steps-
down.html

3. DOJ Criminal Investigation: Most damaging, on May 14, 2025, The Wall Street
Journal reported that UnitedHealth is under criminal investigation by the U.S.
Department of Justice for potential Medicare fraud. Reuters confirmed: "The U.S. Justice
Department is investigating UnitedHealth Group for potential criminal fraud in its
Medicare Advantage business, the Wall Street Journal reported on Wednesday, citing
people familiar with the matter." source (https://www.reuters.com/business/healthcare-
pharmaceuticals/unitedhealth-under-criminal-probe-possible-medicare-fraud-wsj-
reports-2025-05-14/)

The market reaction has been severe, with shares plunging more than 18% on May 15 following
the DOJ investigation report, as noted by CNBC: "Shares of UnitedHealth Group plunged more
than 18% following a report that the Department of Justice is carrying out a criminal
investigation into the health-care giant over possible Medicare fraud." source
(https://www.cnbc.com/2025/05/15/unitedhealth-group-stock-doj-investigation-report.html)



https://www.reuters.com/business/healthcare-pharmaceuticals/unitedhealth-ceo-andrew-witty-steps-down-2025-05-13/
https://www.cnbc.com/2025/05/13/unitedhealth-group-ceo-andrew-witty-steps-down.html
https://www.reuters.com/business/healthcare-pharmaceuticals/unitedhealth-under-criminal-probe-possible-medicare-fraud-wsj-reports-2025-05-14/
https://www.cnbc.com/2025/05/15/unitedhealth-group-stock-doj-investigation-report.html

Some analysts have attempted to project optimism amid the turmoil. Jeff Kilburg, KKM Financial
CEO, stated that "UnitedHealth has nothing but upside from here," suggesting the sell-off may
be overdone. source (https://www.youtube.com/watch?v=-_Ip|6iPd|4)

However, the convergence of leadership instability, regulatory investigation, and withdrawn
guidance creates a significant cloud of uncertainty that will likely continue to weigh on investor
sentiment in the near term.

SWOT Analysis

Strengths

Market Leadership: UnitedHealth remains the largest health insurer in the U.S. with
substantial scale advantages

Diversified Business Model: Operations span insurance (UnitedHealthcare) and
healthcare services (Optum)

Strong Balance Sheet: Despite recent challenges, maintains $29.1B in cash and
short-term investments

Extensive Network: Comprehensive provider network creates significant barriers to
entry

Lower Leverage: Debt-to-equity ratio of 0.83 is lower than industry peers, providing
financial flexibility

Weaknesses

Deteriorating Financial Performance: Significant revenue decline (-34.43%) and
net income decline (-67.35%) in 2024

Leadership Instability: Abrupt CEO departure creates uncertainty about strategic
direction

Margin Compression: Net margin has contracted from 6.02% to 3.68% in recent
periods

Negative Working Capital: Current ratio of 0.83 indicates potential liquidity
challenges

Declining Cash Flow: Free cash flow margin has decreased to 1.45% in the most
recent quarter

Premium Valuation: P/E ratio of 30.37 remains elevated compared to peers despite
operational challenges

Opportunities

Healthcare Spending Growth: Long-term demographic trends support increased
healthcare utilization

Value-Based Care Transition: Optum's integrated care model positions well for
industry shift to value-based care

Data Analytics Capabilities: Possesses substantial healthcare data that could drive
future innovations

Potential Acquisition Targets: Depressed valuation could make smaller, specialized
healthcare companies attractive acquisition targets

International Expansion: Relatively untapped markets could provide new growth
avenues

Threats


https://www.youtube.com/watch?v=-_lpJ6iPdI4

e Regulatory Investigation: DOJ criminal probe into Medicare Advantage business
represents an existential threat

o Potential Fines and Penalties: If found guilty of Medicare fraud, could face
substantial financial penalties

¢ Reputational Damage: Investigation and leadership turmoil may damage
relationships with providers and customers

e Elevated Medical Costs: Industry-wide increases in medical costs could further
pressure margins

e Competitive Pressure: Rivals like Cigna and Humana showing stronger growth
metrics

o Policy/Regulatory Changes: Potential healthcare reform could significantly impact
business model

e Class Action Litigation: Shareholder lawsuits related to recent disclosures appear
likely

Price Target and Outlook

Given the unprecedented uncertainty surrounding UnitedHealth's regulatory issues, leadership
transition, and suspended guidance, traditional valuation methodologies require significant
adjustment. The price targets below incorporate both quantitative metrics and the substantial
risk discount warranted by current circumstances.

Scenario Analysis
Best Case (15% probability)

e Price Target: $450 (+70.4% from current)
¢ Key Assumptions:

DOJ investigation concludes with minimal financial impact (settlement <$5B)
New CEO successfully reestablishes credibility and reinstates guidance
Medical cost ratio gradually improves over next 4 quarters

Revenue growth returns to mid-single digits in 2026

P/E multiple expands to 20x forward earnings

o 0O o o o

Base Case (60% probability)

e Price Target: $300 (+13.6% from current)
¢ Key Assumptions:

DQJ investigation results in moderate settlement ($5-15B)
Operational challenges persist through 2025

Revenue remains flat to slightly down in 2025

Margins stabilize but do not recover to historical levels

P/E multiple remains compressed at 15-17x forward earnings
Dividend maintained but not increased

0O 0 o o o o

Worst Case (25% probability)

e Price Target: $175 (-33.7% from current)
¢ Key Assumptions:



DOJ investigation leads to major penalties (>$15B) and operational restrictions
Medicare Advantage business faces existential challenges

Revenue declines continue through 2026

Additional executive departures further disrupt operations

Potential dividend cut to preserve capital

P/E multiple contracts to 12x forward earnings

0o o0 o o o o

The Base Case scenario is most likely given the substantial uncertainty already priced into the
stock following its recent collapse. While the DOJ investigation represents a significant threat,
UnitedHealth's diversified business model and strong balance sheet provide some buffer
against worst-case outcomes. Nevertheless, investors should be prepared for continued
volatility as more details emerge about the regulatory investigation and the company's
strategic response under returning CEO Stephen Hemsley.

Risk Assessment

Risk Rating: High

UnitedHealth currently presents a high-risk investment profile due to a convergence of
operational, regulatory, and leadership challenges that create unprecedented uncertainty
about future performance.

Key Risk Factors:

1. Regulatory/Legal Risks: The reported DOJ criminal investigation into possible
Medicare fraud represents the most significant and immediate threat. Medicare
Advantage represents a substantial portion of UnitedHealth's business, and potential
penalties, operational restrictions, or reputational damage from this investigation could
have profound long-term implications.

2. Leadership Instability: The abrupt departure of CEO Andrew Witty and return of
former CEO Stephen Hemsley signals potential internal recognition of serious
challenges. While Hemsley's experience provides continuity, the circumstances of the
transition create uncertainty about strategic direction.

3. Financial Performance Deterioration: The significant revenue decline (-34.43%)
and net income decline (-67.35%) in 2024 indicate fundamental business challenges
that may not be easily resolved. The suspension of 2025 guidance suggests
management lacks visibility into near-term performance.

4. Valuation Risk: Despite the recent share price collapse, UNH still trades at a P/E ratio
of 30.37, which remains elevated compared to peers and historical norms, especially
given current growth challenges and regulatory uncertainty.

5. Industry Headwinds: Rising medical costs are affecting the entire health insurance
industry, but UnitedHealth appears particularly vulnerable given recent performance
metrics.

6. Competitive Positioning Erosion: While still the market leader, UNH is losing ground
to competitors like Cigna and Humana, which are demonstrating stronger growth
metrics.



7. Liquidity Considerations: The declining current ratio (0.83) and reduced cash
position could limit financial flexibility if the company faces substantial settlements or
penalties.

The convergence of these risks creates a highly uncertain investment environment with
potential for significant additional downside if the DOJ investigation results in material penalties
or business restrictions. Investors should carefully monitor developments related to the
regulatory investigation, which will likely be the primary driver of share price performance in
the near term.

Conclusion

UnitedHealth Group stands at a critical juncture in its corporate history. Once viewed as a
healthcare industry bellwether with consistent growth and operational excellence, the company
now faces profound challenges that threaten its business model and market position. The
convergence of a DOJ criminal investigation, leadership instability, deteriorating financial
performance, and suspended guidance has created a perfect storm that has erased nearly half
of the company's market value in just three months.

While UnitedHealth retains significant strengths, including its market leadership position,
diversified business model, and substantial financial resources, these advantages are currently
overshadowed by the regulatory uncertainty and operational challenges. The company's
premium valuation relative to peers appears increasingly difficult to justify given its growth
deceleration and margin compression.

For investors, UnitedHealth presents a high-risk proposition with asymmetric potential
outcomes. The worst-case scenario involving significant regulatory penalties and business
restrictions could drive further substantial downside, while a more favorable resolution could
trigger a meaningful recovery from current depressed levels. The base case suggests modest
potential upside as uncertainty diminishes, but the path forward will likely include continued
volatility.

Current shareholders face a difficult decision between harvesting tax losses and maintaining
exposure to a potential recovery. Prospective investors should consider the significant risks and
only establish positions with capital they can afford to lose, ideally through a staged entry
strategy that mitigates timing risk during this volatile period.

Disclaimer

This report was generated by NexusTrade's Deep Dive and is not financial advice. The
information contained herein is based on data believed to be reliable but no representation is
made as to its accuracy or completeness. This report should not be relied upon exclusively in
making investment decisions, and the opinions expressed are subject to change without notice.
NexusTrade assumes no responsibility for updating this report following the date of publication.

Visit NexusTrade (https://nexustrade.io/) for additional information and services.
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