UnitedHealth Group (UNH) Deep Dive
Report

Executive Summary

UnitedHealth Group (UNH) is a diversified healthcare company, operating through two main
platforms: UnitedHealthcare, which provides health care coverage and benefits services, and
Optum, which offers information and technology-enabled health services. The company has
historically demonstrated strong revenue growth and significant cash flow generation,
positioning it as a leader in the healthcare industry.

However, recent developments have introduced significant uncertainties. The company's CEO,
Andrew Witty, stepped down abruptly in May 2025, with former CEO Stephen Hemsley
returning to the role. Concurrently, UnitedHealth Group suspended its 2025 financial outlook,
citing higher-than-expected medical costs. Compounding these challenges, the U.S.
Department of Justice has reportedly launched a criminal investigation into the company's
Medicare Advantage business for potential fraud. These events have led to a sharp decline in
the stock price and cast a shadow over the company's near-term prospects. While long-term
growth drivers in healthcare remain, the current operational and legal challenges result in a
High risk rating for the stock.

Price Performance Analysis

The following table shows UnitedHealth Group's price performance across various timeframes
as of May 19, 2025 (current price $315.895):

Timeframe Starting Price Date Starting End Absolute Percent
(Approx.) Price ($) Price ($) Change ($) Change (%)
7-day May 12, 2025 378.75 315.895 -62.86 -16.6%
30-day April 19, 2025 454.11 315.895 -138.22 -30.4%
YTD Jan 1, 2025 505.86 315.895 -189.97 -37.6%
3-Month Feb 19, 2025 511.04 315.895 -195.15 -38.2%
1-Year May 19, 2024 524.63 315.895 -208.74 -39.8%
2-Year May 19, 2023 478.82 315.895 -162.93 -34.0%
All Time June 9, 2021 403.33 315.895 -87.44 -21.7%

Key price points for UNH:

Metric Price (%) Date % from Current Price
One-year high 625.25 Nov 11, 2024 -49.5%
One-year low 251.375 May 15, 2025 +25.7%
Three-month high 599.47  Apr 11, 2025 -47.3%
Three-month low 251.375 May 15, 2025 +25.7%
Weekly high 329.43 May 13, 2025-4.1%
Weekly low 251.375 May 15, 2025 +25.7%



UNH's stock has experienced a significant downturn across all measured timeframes,
particularly in the recent 7-day, 30-day, YTD, and 3-month periods. This sharp decline reflects
recent negative news, including the CEO change, suspension of the 2025 outlook, and reports
of a DOJ investigation. The stock is trading considerably below its one-year and three-month
highs, indicating strong selling pressure. It recently bounced off its one-year, three-month, and
weekly lows set on May 15, 2025, suggesting some support at that level, but overall sentiment
remains bearish given the fundamental headwinds. Technical indicators would likely show the
stock as oversold in the short term, but the overriding fundamental concerns are currently
driving price action.

Financial Analysis

Revenue and Profit Trends

Quarterly performance highlights recent trends:

Metric Q1 2025 (Apr Q4 2024 (Feb Q3 2024 (Nov Q2 2024 (Aug Q1 2024 (May

17, 2025) 27, 2025) 4, 2024) 9, 2024) 9, 2024)
Total Revenue $109.6B $100.8B $99.2B $97.9B $98.8B
Revenue QoQ g o, 1.6% 1.3% -0.9% 5.9%
Growth
Net Income $6.3B $5.5B $6.1B $4.2B -$1.4B
Net Income o o o
Q0Q Growth 13.5% 8.5% 43.6% N/A N/A
Operating
Income $9.1B $7.8B $8.7B $7.9B $7.9B
Gross Margin  21.7% 21.1% 21.6% 21.5% 22.3%

Note: Q1 2024 Net Income was negative, impacting QoQ growth calculation for Q2 2024.

Yearly performance shows longer-term trends:

Metric FY 2024 (Feb 27, FY 2023 (Dec 31, FY 2022 (Feb 24,
2025) 2023) 2023)
Total Revenue $400.3B $367.5B $322.1B
Revenue YoY Growth 8.9% 14.1% 12.9%
Net Income $14.4B $22.4B $20.1B
gfgv'vr;flome vov -35.6% 11.2% 16.4%
Operating Income $32.3B $32.4B $28.4B
Gross Margin 22.3% 23.6% 24.1%

Revenue has shown consistent growth both quarterly (Q1 2025 vs Q4 2024) and annually
(FY2024 vs FY2023). However, Net Income saw a significant YoY decline of 35.6% in
FY2024, a sharp contrast to previous years' growth. This decline is a major concern and likely
contributed to the suspension of the 2025 outlook. Quarterly net income has been volatile, with
a notable loss in Q1 2024 followed by recovery, but the latest annual figure indicates
underlying profitability challenges. Gross margins have also seen a slight compression annually.

Balance Sheet Analysis



As of April 17, 2025 (Q1 2025):

Metric Value
Total Assets $309.8B
Total Liabilities $204.6B
Total Stockholder Equity $95.0B

Total Debt (Short & Long Term)  $81.3B
Cash and Short Term Investments $34.3B

Net Debt $47.0B
Current Ratio 0.85
Debt to Equity Ratio 0.86

UnitedHealth Group maintains a substantial asset base. The debt-to-equity ratio of 0.86
indicates a moderate level of leverage. The company holds a significant cash position of
$34.3B, which provides financial flexibility. However, the current ratio of 0.85 (Current
Assets / Current Liabilities) is below 1, suggesting that current liabilities exceed current assets.
This is not uncommon for large insurers who manage significant short-term obligations related
to claims and benefits, but it warrants monitoring. The net debt position of $47.0B is
considerable but needs to be viewed in the context of the company's large operational scale
and cash generation capabilities.

Cash Flow Analysis

Based on the latest available quarterly data (Q1 2025, ending April 17, 2025) and TTM
calculations (Q2 2024 - Q1 2025):

Metric (Q1 2025) Value
Cash Flow from Operations $5.5B
Capital Expenditures $0.9B
Free Cash Flow (FCF) $4.6B
Metric (TTM: Q2 2024 - Q1 2025) Value
Cash Flow from Operations (OCF) $28.5B

Capital Expenditures (CapEx) $3.6B
Free Cash Flow (FCF) $24.9B
EV/FCF (TTM) 19.0x

OCF Margin (TTM Revenue $407.4B) 7.0%
FCF Margin (TTM Revenue $407.4B) 6.1%

TTM FCF calculated as sum of FCF for Q2 2024, Q3 2024, Q4 2024, and Q1 2025. EV based on
current market cap + latest net debt.

UnitedHealth Group continues to generate strong cash flow from operations, with $5.5B in Q1
2025 and $28.5B over the trailing twelve months (TTM). After capital expenditures, TTM
Free Cash Flow stands at a robust $24.9B. This strong FCF generation is a key strength,
providing resources for debt repayment, dividends, share buybacks, and investments. The TTM
FCF margin is 6.1%. The EV/FCF multiple of 19.0x suggests a reasonable valuation based on
free cash flow, though this needs to be contextualized with current risks and growth prospects.
The ability to consistently generate substantial free cash flow is crucial, especially given the
current challenges.



Growth Trends

Compound Annual Growth Rates (CAGR) for key metrics:

3-Year CAGR (FY21- 5-Year CAGR (FY19- 10-Year CAGR (FY14-

Metric FY24) FY24) FY24)
Revenue 12.0% 10.6% 11.9%
Net Income -5.9% 0.8% 9.9%
Operating Cash Flow 2.7% 5.6% 11.6%

(OCF)

Revenue growth has been consistently strong across all time horizons, averaging around 10-
12% annually. This indicates successful expansion of both its insurance and Optum businesses.
Operating Cash Flow has also shown healthy long-term growth, particularly over 10 years.

However, a significant concern is the deceleration and recent decline in Net Income
growth. The 3-year CAGR for Net Income is -5.9%, and the 5-year CAGR is a mere 0.8%. This
contrasts sharply with the 10-year CAGR of 9.9%. This deceleration, culminating in the -35.6%
YoY drop in FY2024 net income, points to increasing margin pressures or operational challenges
that have eroded profitability despite continued revenue growth. The sustainability of future
earnings growth is now a key question, especially with the suspended outlook. The company's
growth has historically been a mix of organic expansion and strategic acquisitions, particularly
within the Optum segment.

Competitive Comparison

Comparison with industry peers based on latest available annual data and current valuation for
UNH (as of May 19, 2025):

Metric UNH JNJ] MEDP MOH CVS ELV HUM Cl
(Current)

ii‘r’}.e)nue Growth (1Yr g g9y, 4.3% 11.8% 19.3%4.2% 3.2% 10.7% 25.2%
Gross Margin (%) 22.3% 69.1% 31.1% 11.7% 13.8% 88.9% 100.0%* 100.0%*
Oper. Margin (%) 8.1% 25.0%21.2% 4.2% 2.3% 4.5% 2.2% 2.2%
Net Margin (%) 3.6% 15.8%19.2% 2.9% 1.2% 3.4% 1.0% 1.4%
ROE (%) 15.6% 19.7% 49.0% 26.2%6.1% 14.5% 7.4% 8.4%
P/E Ratio 20.2x 16.7x 22.6x 15.7x 14.9x 15.7x 16.8x  17.8x
P/S Ratio 0.7x 41x 4.4x 0.4x 0.2x 0.5x 0.2x 0.3x
P/B Ratio 3.1x 4.7x 15.9x 4.3x 1.0x 2.2x 1.6x 2.2X
Dividend Yield 1.8% 3.3% N/A  N/A 43% 1.6% 1.5% 1.8%

Note: Gross Margins for HUM, Cl, and ELV are based on their specific reporting where "cost of
revenue" may primarily reflect medical claims, making direct comparison with diversified or
pharma companies less straightforward. UNH's Gross Margin is more typical for an insurer
reporting medical costs as COGS.

UNH's revenue growth of 8.9% is competitive within the managed healthcare sector, though
some peers like MOH and CI show higher recent growth. UNH's operating margin of 8.1% and
net margin of 3.6% are respectable within the health insurance industry, though lower than
pharmaceutical (JNJ) or some medtech (MEDP) peers. Its ROE of 15.6% is solid.



Valuation-wise, UNH's current P/E ratio of 20.2x is higher than several direct managed care
peers (MOH, ELV, HUM, CNC) and CVS, but lower than MEDP. Its P/S ratio of 0.7x is relatively
low, reflecting the high revenue base of insurers. The recent stock price decline has brought
UNH's valuation multiples down significantly. The current P/E is now more in line with, or
slightly above, some peers, suggesting the market has priced in a substantial amount of the
recent negative news. However, a discount relative to its historical valuation might persist until
the DOJ investigation and leadership uncertainties are resolved.

News Analysis

Recent news has been overwhelmingly negative and has significantly impacted UNH's stock:

e CEO Transition and Suspended Outlook (May 13, 2025): CEO Andrew Witty
stepped down for "personal reasons," and former CEO (2006-2017) Stephen Hemsley
returned to the role. Simultaneously, UnitedHealth suspended its 2025 financial
forecast, citing higher-than-expected medical costs.

o Impact: This created significant leadership uncertainty and concern about the
company's near-term financial performance and ability to manage medical
costs. The suspension of guidance is a major red flag for investors. (Sources:
Barrons, CNBC, Reuters, The Guardian, Fox Business, Fast Company, NY Post)

e DOJ Criminal Probe (May 14-15, 2025): Reports emerged that the U.S. Department
of Justice is conducting a criminal investigation into UnitedHealth Group's Medicare
Advantage business for potential fraud.

o I/mpact This is a severe development with potentially catastrophic
consequences, including substantial fines, reputational damage, and possible
operational restrictions. The stock plunged significantly on this news. (Sources:
Reuters, WSJ, CNBC)

¢ New CEO Compensation (May 14-15, 2025): Returning CEO Stephen Hemsley is set
to receive an annual base salary of $1 million and a one-time $60 million equity award.

o Impact: While aimed at incentivizing the returning CEO during a challenging
period, the large pay package amidst company turmoil and investigations could
attract scrutiny. (Sources: Reuters, WSJ)

e Analyst Commentary (May 13-16, 2025): Various analysts weighed in, with some
suggesting the stock may have hit a bottom or that underlying assets remain valuable,
while others maintained caution due to the DQOJ probe.

o Impact. Mixed sentiment, but the overarching theme is high risk and
uncertainty. (Sources: CNBC Television)

The cumulative impact of these news items is a severely damaged investor sentiment, a
significant drop in market capitalization, and a highly uncertain outlook for UNH's future
performance and legal liabilities.

SWOT Analysis

Based strictly on the provided financial data and news:

e Strengths:



o Market Leader: One of the largest and most diversified healthcare companies
in the U.S.

o Strong Revenue Base: Consistent historical revenue growth (e.g., $400.3B in
FY2024).

o Significant Cash Flow Generation: Robust TTM Free Cash Flow of $24.9B.

o Diversified Operations: Operates through UnitedHealthcare (insurance) and
Optum (health services), providing some resilience.

o Substantial Cash Position: $34.3B in cash and short-term investments (Q1
2025).

¢ Weaknesses:

o Declining Profitability: Significant -35.6% YoY drop in Net Income in FY2024;
negative 3-year Net Income CAGR (-5.9%).

o Leadership Instability: Abrupt CEO change creates uncertainty regarding
strategy and execution.

o Suspended Financial Outlook: Inability to provide 2025 guidance signals
significant internal uncertainty or operational challenges, likely related to
managing medical costs.

o Current Ratio Below 1: Suggests potential short-term liquidity pressure,
though common for insurers.

e Opportunities:

o Value in Optum: Optum continues to be a growth engine, offering diverse
health services and technology.

o Potential for Turnaround: If legal issues are resolved favorably and new
leadership stabilizes operations, there's potential for recovery.

o Long-term Healthcare Demand: Aging population and increasing healthcare
needs provide a long-term tailwind for the industry.

o Attractive Valuation (Post-Correction): Recent stock decline may present a
buying opportunity if risks are perceived as manageable long-term.

e Threats:

o DOJ Criminal Investigation: This is the most significant threat, with potential
for massive fines, operational changes, and severe reputational damage.

o Increased Regulatory Scrutiny: Medicare Advantage, a key business area, is
under heightened regulatory focus industry-wide.

o Higher Medical Costs: The stated reason for suspending outlook; if
persistent, will continue to pressure margins.

o Competitive Market: Intense competition in both insurance and health
services segments.

o Investor Sentiment: Severely damaged by recent news, potentially leading to
prolonged stock underperformance.

Price Target and Outlook

Given the significant uncertainties from the DOJ investigation, CEO transition, and suspended
financial outlook, a cautious approach is warranted.

Scenario Probability 12-Month Price Target ($)
Best Case 20% $380 - $420



Base Case 40% $280 - $330
Worst Case 40% $220 - $250

e Best Case (20% Probability): The DOJ investigation concludes with minimal financial
and operational impact (e.g., a manageable fine, no criminal charges). The new CEO
quickly stabilizes the company, effectively addresses medical cost trends, and
reinstates a positive financial outlook. Market sentiment improves, leading to a partial
recovery of the stock price towards levels seen before the major negative news, but
still below previous highs.

e Base Case (40% Probability): The DOJ investigation remains an overhang for an
extended period, creating continued uncertainty. The company manages to navigate
the leadership transition and makes some progress on cost management, but the path
to restoring previous profitability levels is slow and unclear. The stock price remains
volatile and largely range-bound, reflecting the ongoing risks and lack of clear positive
catalysts.

e Worst Case (40% Probability): The DOJ investigation results in significant criminal
charges, substantial fines, and/or onerous operational restrictions on its Medicare
Advantage business. The leadership transition faces challenges, and the company
struggles to control medical costs, leading to further downward revisions or prolonged
suspension of guidance. Investor confidence erodes further, pushing the stock price
below recent lows.

The Base Case to Worst Case scenarios are currently most likely. The DOJ criminal
probe is a serious headwind that will take time to resolve, and its outcome is highly uncertain.
The suspended outlook also points to fundamental operational challenges. Until there is more
clarity on these fronts, significant upside appears limited.

Risk Assessment

Risk Rating: High

Justification:

The High risk rating is primarily driven by the ongoing DOJ criminal investigation into
UnitedHealth's Medicare Advantage business. Such investigations can result in severe financial
penalties, reputational damage, and mandated changes to business practices, creating
substantial uncertainty for future earnings and operations.

Compounding this is the recent abrupt CEO change and the suspension of the company's
2025 financial outlook, which signals significant internal challenges in managing medical
costs and forecasting performance. The stock has already experienced a dramatic decline,
reflecting these heightened risks. While the company has a strong market position and
historically robust cash flows, these current issues overshadow its fundamental strengths.

Specific Risks:

¢ Legal and Regulatory Risk: The outcome of the DO]J investigation is a primary
concern. Increased regulatory scrutiny on the healthcare and insurance sectors,
particularly Medicare Advantage, poses an ongoing threat.

e Operational Risk: Difficulty in managing rising medical costs, as indicated by the
suspended outlook, could continue to pressure profitability.

e Leadership Risk: Transition to a new (returning) CEO during a crisis period carries
execution risk and uncertainty regarding strategic direction.

¢ Market Sentiment Risk: Negative news flow can continue to depress the stock price



and investor confidence.
¢ Financial Performance Risk: The recent sharp decline in annual net income (-35.6%
in FY2024) and negative 3-year earnings CAGR highlight existing profitability pressures.
e Competitive Pressures: The healthcare industry is highly competitive, which can
impact pricing power and market share.

Conclusion

UnitedHealth Group is a formidable player in the U.S. healthcare landscape with a history of
strong revenue growth and cash flow generation. However, the company is currently facing a
confluence of severe challenges: a DOJ criminal investigation, a sudden CEO transition, and a
suspended financial outlook due to rising medical costs. These issues have understandably led
to a significant decline in its stock price and have elevated the investment risk to High.

While the company's scale, diversified business model (UnitedHealthcare and Optum), and
strong underlying free cash flow generation are notable strengths, the current uncertainties are
overwhelming. The potential financial and reputational fallout from the DOJ probe cannot be
understated. Investors should exercise extreme caution. The path forward will depend heavily
on the resolution of the legal issues and the new leadership's ability to navigate operational
headwinds and restore confidence. The stock may offer long-term value if these critical issues
are resolved more favorably than currently feared, but the immediate future is fraught with
significant risk.

Disclaimer

This report was generated by NexusTrade's Deep Dive and is not financial advice. All analysis is
based on the data provided in the input. Investing in stocks involves risk, including the loss of
principal. Consult with a qualified financial advisor before making any investment decisions.
For more information, visit NexusTrade (https://nexustrade.io/).
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