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Henry Fund recommends a BUY rating for Humana with a target price range of 
$510 - $610, which is an upside of 8-30%. As HUM completed its strategic 
review and decided to exit the commercial business, it chose to focus on 
providing government-funded insurance and expanding its home health 
business.  
 
Drivers of Thesis 
 

• Humana is positioning itself uniquely in the competitive industry where its 
revenue heavily depends on the government. Although there is a lack in 
revenue diversification, the regulations and revenue per member are more 
structured than the other business line, making HUM unlikely to face great 
risk in the near future.  
 

• From the chart below, we can observe that Humana is moving the opposite 
direction as the benchmark; therefore, since Henry Fund predicts that there 
is a 60% probability of recession in the next six months, we should 
strategically invest more in defensive stock than the aggressive ones.  

 
Risks to Thesis 
 

• The Medicare population tends to choose insurance carriers based on their 
care offering preferences and geographical coverage; therefore, HUM 
needs quickly adopt and execute to the industry trends; otherwise, it would 
not be able to gain or even maintain its market share.  
 

• UnitedHealth Group is interested in acquiring home health company, 
Amedisys by the end of the year. If the deal went through, it would bring a 
big competitor to the segmented industry. As of 2023, Amedisys has more 
than 500 locations in 39 states, doubling CenterWell’s footprint.  

Henry Fund DCF $607 

Henry Fund DDM $406 

Relative Multiple $441 - $554 

Price Data  

Current Price $471 

52wk Range $423 – 571 

Consensus 1yr Target $581 

Key Statistics  

Market Cap (B) $58.33 

Shares Outstanding (M) $152 

Institutional Ownership 94.1% 

Beta 0.89 

Dividend Yield 0.9% 

Est. 5yr Growth 10% 

Price/Earnings (TTM) 19.3 

Price/Earnings (FY1) 18.4 

Price/Sales (TTM) 0.51 

  

Profitability  

Operating Margin 4.5% 

Profit Margin 6.5% 

Return on Assets (TTM) 6.8% 

Return on Equity (TTM) 10.9% 

 

Earnings Estimates 

Year 2020 2021 2022 2023E 2024E 2025E 

EPS 
HF est. 

$18.75 
 

$20.64 
 

$25.24 
 

$28.27 
$24.38 

$32.02 
$25.61 

$37.36 
$31.84 

Growth  10.8% 22.3% 10.5%  5.1% 24.3% 

12 Month Performance Company Description 

 

Humana is a health insurance company that 
specializes in providing government-funded 
programs like Medicare and Medicaid. In 2023, it 
started a new segment named CenterWell with its 
acquisitions of Conviva and Kindred at Home. 
Now, the company is the nation’s largest home 
health provider. Currently, Humana serves 17 
million members under its medical and specialty 
insurance while operating 235 CenterWell centers 
in 12 states.  
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COMPANY DESCRIPTION 

Humana (NYSE: HUM) is a health insurance company that 
operates in the Insurance and CenterWell segments. At 
the end of fiscal year 2022, Humana has 17 million 
members under its medical insurance plans and operates 
235 CenterWell centers in 12 states of the country.[21] 

 

Sources: HUM’s 10k 

Most of HUM’s competitors like UnitedHealth Group, CVS 
Health, and Cigna used vertical integration as a strategy to 
expand their business footprints; therefore, they often 
have pharmacy benefit management services or other 
technology segments to improve the company’s operating 
efficiencies. HUM remains one of the only managed health 
care companies that generate more than 90% of its 
revenue from the insurance business line. [21] While HUM 
provides Pharmacy Solutions as part of its services, it still 
relies a lot on its competitors when it comes to negotiating 
drug prices.  

Insurance Segment  

94% of HUM’s revenue was premium revenue, which 
means it was earned by Humana selling a form of 
insurance to its members. Among the insurance segment, 
up to 75% of the revenue was generated by the individual 
Medicare Advantage plans, followed by 8% of the 
members under Group Medical Advantage plans. [21] With 
more than 5 million enrollments in this specific business 
line, HUM is the second-largest company with the most 
Medicare Advantage enrollment in the United States, right 
after UnitedHealth Group with 8 million members. [15] 

 

Sources: HUM’s 10k 

Among the range of health plan offerings, the revenue 
generated per membership enrollment varies across the 
portfolio greatly, with the Medicare Advantage plans 
leading the portfolio to have the highest annual revenue 
per member compared to other plans. The Medicare 
Supplement and Medicare stand-alone PDP plans 
generate significantly lower revenue because these plans 
only offer prescription drug coverage and do not include 
any medical and hospital coverage. In contrast, the 
commercial fully insured marketplace is highly competitive 
and the insurers would need to strategically lower their 
premiums to gain a competitive advantage over their 
competitors; therefore, the aggressive environment leads 
to the low revenue per member.  

 

Sources: HUM’s 10k 

Medicare  

Medicare is a government-funded health insurance 
program for members above 65 years old and members 
with certain disabilities. Medicare is split into Medicare 
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Part A (hospital insurance), Part B (medical insurance), Part 
D (prescription drug coverage), and Medicare Advantage 
which includes all three coverages. [7] Medicare Advantage 
is the product line that is expected to generate the highest 
growth rate for HUM, with the individual Medicare 
Advantage membership enrollment to grow at a CAGR of 
10% from 2023 – 2026. The high growth rate is projected 
because HUM has a good reputation of 4.5 stars from the 
U.S. Centers of Medicare & Medicaid Services (CMS) and 
the additional bonus payments they receive every year will 
allow HUM to improve its offerings and benefits to its 
members, and further driving enrollment growth in those 
programs.  

 

Sources: HUM’s 10k, Henry Fund 

The total premium earned is forecasted with the annual 
membership enrollment growth rate and an average 
annual revenue per member for each product line. 
Government-funded programs usually have a higher 
revenue per member than commercial businesses since 
HUM collects a set premium per member per month from 
the government rather than putting out a competitive rate 
to gain members. In 2022, HUM was able to collect an 
average of $3,600 for each Medicare member.  

The individual Medicare Advantage is and will remain the 
biggest revenue line for Humana in the next 4 years.  

Medicaid  

Medicaid is another government-funded program, but it is 
for the population who falls below the federal poverty 
level thresholds, children, pregnant women, elderly adults, 
and people with disabilities.[7] The payment structure for 
Medicaid is slightly different than Medicare as the 
program is funded jointly by the states and the federal 

government. The insurers would place bids for the state’s 
Medicaid contracts and the state would announce which 
company they won the bid and would “award” the 
contracts to them based on their quality scores.[9] A state 
would usually choose 2-4 insurers for its state’s Medicaid 
population, and HUM is currently serving more than 1.3 
million members in seven states.[9] 

Due to the announcement of the Public Health Emergency 
(PHE) caused by COVID-19, U.S. Congress enacted the 
Families First Coronavirus Response Act that included a 
requirement that Medicaid needs to keep people 
continuously enrolled in the plan until the end of the 
emergency.[15] At the end of 2022, the World Health 
Organization declared the end of the global PHE and 
ending the continuous enrollment starting on March 2023. 
Due to the requirement, millions of people were eligible 
for Medicaid, causing the product line to experience a 
higher-than-usual growth rate; however, when the states 
started disenrolling the people starting in April 2023, the 
Kaiser Family Foundation (KFF) predicted at least 8 million 
people would lose their Medicaid coverage.[15] According 
to the Unwinding Tracker by KFF, it was reported that at 
least 6 million enrollees have been disenrolled as of the 
report date.[15] 

While the industry tends to have negative growth for its 
Medicaid business, Humana proved to beat the market by 
gaining a fascinating 20% quarter-to-quarter membership 
enrollment growth in Q1 2023 as it secured Ohio and 
Louisiana contracts by the beginning of the year, and the 
enrollment is estimated to continue growing in the next 
year as HUM was awarded two more contracts by Indiana 
and Oklahoma starting in 2024.[21] 

 

Sources: HUM’s 10k, Henry Fund  
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The revenue per member per month that will be awarded 
to the Medicaid population is slightly lower than Medicare, 
where HUM was able to collect an average of $1,480 from 
the state and federal government for each enrollment. The 
premium earned is also forecasted with the estimated 
enrollment growth, which is within the range of expected 
members provided in the Q2 2023 earnings call by the 
company. With this, Medicaid is estimated to be the 
second-highest revenue-generating plan in 2023.    

CenterWell Segment  

CenterWell is a new business segment HUM created to 
focus on providing senior-focused primary care, pharmacy, 
and home care services. HUM created the new segment to 
integrate the numerous acquisitions it has had in the past 
years, including the acquisitions of Conviva and Kindred at 
Home. The segment is experiencing a high growth rate, 
with a CAGR of 98% in the past 2 years, even when it 
contributes to only 5% of the company’s total revenue.  

 

Sources: HUM’s 10k 

Home Solutions  

HUM’s home solutions focus on providing home health 
services to patients and it is the largest home health 
provider in the nation.[21] The biggest challenge that this 
product is facing is the lack of home health providers; thus, 
the company is working on using technology to eliminate 
certain administrative tasks to drive efficiency for the 
nurses and increase its nursing capacity. While most of the 
home solutions are still using the traditional fee-for-
service payment model, HUM is actively converting it to a 
full value-based care model. The home solution line is 
expected to be CenterWell’s highest revenue-generating 
business out of the three.  

Pharmacy Solutions 

HUM also provides mail-order pharmacy solutions for the 
members, and the pharmacy dispensing business has the 
industry-leading mail-order penetration rate at 38.6%.[21]  
HUM believes that Medicare Advantage members who use 
its in-house pharmacy have higher-than-industry-average 
medication adherence rates from 650 to 840 basis points, 
proving that the members were able to receive higher 
quality and more personalized care if they stick to HUM’s 
family of businesses.[21] 

Provider Services  

HUM’s provider services focus on providing senior-focused 
value-based primary care to its members and they are 
staffed with more than 670 primary care providers in the 
country.[21] By the end of 2022, HUM has 235 CenterWell 
centers and announced the plan to have an average of 30-
50 annual centers growth for the next several years and 
expects to have 400-450 centers by 2025.[21] HUM believes 
that having a close physician-patient relationship will 
improve medical quality and outcomes; therefore, the 
value-based care model was implemented for a smaller 
patient panel and providers will be able to provide greater 
care. With the company’s effort to open new centers and 
more acquisitions, the valuation model forecasted 
CenterWell to achieve the lower range of 410 centers by 
the end of 2025 and 460 centers by the end of 2026.  

 
Sources: HUM’s 10k, Henry Fund 

Due to the lack of numerical data for home solutions and 
pharmacy solutions, the valuation model used the average 
revenue per center and the forecasted number of 
CenterWell centers to get the revenue for the entire 
segment. As the segment is still new and the revenue per 
center has a huge range, the model takes the average 
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revenue per center for the most recent 2 years and grows 
by $2,000 every year due to the assumptions that HUM 
will gain more patients and improve efficiencies with the 
integrations. This leads to the segment having a CAGR of 
22% from 2023 to 2026. While the CenterWell is expected 
to experience high growth, the Insurance segment is 
experiencing high CAGR as well, according to the valuation 
mode, the CenterWell segment will only contribute 6% to 
the total revenue by the end of 2026. In this case, the 
revenue diversification is still not enough for HUM.  

Cost Structure Analysis 

Benefit Expenses  

As a health insurance company, the benefit expense, also 
known as the Medical Cost Ratio in the industry is an 
important metric that shareholders pay attention to. The 
ratio is calculated by dividing the total medical (or benefit) 
expenses paid by the insurer by the total insurance 
premium collected in that year.[6] While a lower ratio 
indicates that the insurer has higher profit, the Affordable 
Care Act requires companies to spend at least 80% of the 
premium money to improve the quality of the individual 
and small group markets and 85% on large group markets. 
[7] If the company failed to meet the limit, the provider 
would need to provide a rebate to its customers; at the 
same time, shareholders would be unhappy about its cost 
management if the benefit expenses were above 87%.  

In the most recent earnings call, HUM announced that the 
quarterly benefit expense for the quarter was 86.3% and 
revised its benefit expense for the full year up to 86.5% – 
87.5%, leaning towards the higher end, and this trend will 
continue in the next few quarters.[21] The increase in 
benefit expenses was due to the increase in utilization 
from Medicare Advantage members; patients who 
delayed their non-emergency procedures started to 
resume the procedures this year as the WHO announced 
the end of the PHE. According to the Q2 2023 earnings call, 
HUM revealed that it experienced a higher-than-expected 
portion of age-ins members, which means the new 
enrollees are older than the average new members and 
they often have a higher benefit expense ratio due to old-
age complications and other conditions.[21] With the 
guidance, the valuation model predicted that the full-year 
benefit expenses ratio to be 87% and kept the benefit 
expenses ratio to remain slightly higher in the next 2 years.  

From the chart below, we can observe that HUM is one of 
the health insurance companies that has the highest 
benefit expense; however, Henry Fund thought that this is 
a natural result of its older members. More than half (55%) 
of HUM’s medical members is enrolled in Medicare-
related plans, which indicates that the average age of HUM 
members is older than its competitors; therefore, its 
benefit expenses are also expected to be higher since 
elderly are more often to require medical attention and 
expose to chronic illnesses as compared to working-aged 
adults.  

 

Sources: Companies’ 10-K 

Operating Cost  

Most of the costs are calculated in the benefit expenses, 
so the operating cost is used to measure its administrative 
spending efficiency, which includes marketing costs spent 
before the open enrollment season for the next fiscal year. 
Since the operating cost for HUM is pretty consistent 
across the quarters at 10—16%, an average of 13% was 
deduced for the forecasting periods.  

Additional Company Analysis 

Integration of Kindred at Home  

Kindred at Home, now known as CenterWell Home Health 
is a subsidiary that HUM acquired back in late 2021. Prior 
to being acquired, Kindred at Home was the nation’s 
largest provider of home health, hospice, and personal 
care. HUM anticipated cost savings resulting from reduced 
hospitalization rates among its members and recognized a 
majority of Medicare members prefer receiving care 
within a comfortable and flexible home-based setting.   
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Following a strategic review in 2022, HUM made the 
decision to divest a 60% stake in the hospice segment for 
$2.8 billion. .[21]  The transaction aligns with HUM’s overall 
strategy since it believes its negotiation capability and will 
continue to rely on partnerships in delivering these 
services to its members. Through the operational 
integrations and geographical coverage synergies 
between the two companies, HUM utilizes Kindred at 
Home’s expertise in providing value-based home health 
services to enhance members’ experience. With the 
acquisition of Kindred at Home, alongside smaller 
acquisitions like Convica and OneHome, HUM has become 
the largest home health provider in the nation, capturing 
approximately 6% of market share in the fragmented 
industry.[21] 

Centers for Medicare & Medicaid Services (CMS)  

In 2022, up to 66% of HUM’s members are enrolled in 
either Medicare and/or Medicaid plans; therefore, the 
department’s announcements and regulations will impact 
HUM’s future business and payment model. 

CMS uses a 5-star rating system to regulate Medicare’s 
health and prescription drug plans to ensure providers and 
insurers are providing top-quality care to the members. 
The star rating system serves as a tool for members to 
compare the historical quality of care and level of 
customer service offered by different providers and 
insurers. Insurers achieving a rating of more than 4 stars 
rating will be eligible for the Medicare Advantage plan’s 
reimbursement premium bonus. As a part of the post-
COVID adjustments, CMS introduced new methodology 
changes in the way MA contracts are rated and 
discontinued all COVID-19 adjust bonuses. .[11] As a result, 
the average rating across all plans for fiscal year 2024 
decreased to 4.15 stars, down from the previous year’s 
4.37 stars.  

According to an analysis by the Kaiser Family Foundation, 
Humana is estimated to receive $2.3 billion in bonuses for 
the fiscal year 2024, with over 96% of its members enrolled 
in a plan that has more than 4 stars.[10] Notably, HUM is 
one of the only two companies among its competitors to 
improve in star rating in fiscal year 2024, and brought its 
rating up to 4.5 stars in the challenging year. This proves 
HUM’s commitment to enhancing the quality of care it 
provides to its enrollees.   

 

Sources: Companies’ 10-K  

Each year, CMS announces proposed fee schedules, 
negotiation rates, or drug payment policies. However, the 
proposed rules have become increasingly challenging due 
to the government’s concern about the increased National 
Health Expenditure. Medicare plans and care providers, 
especially the home health services, are facing significant 
reductions in payment rates or rates that are not enough 
to combat the high medical inflation over the past years. 
For fiscal year 2024, CMS unveiled that it would decrease 
2.27% in benchmark funding for the Medicare Advantage 
plans along with a 2.2% payment reduction to home health 
providers.[14,21] The rate cuts pose a greater risk for the 
home health industry when it is already facing a severe 
healthcare worker shortage. Nevertheless, the rates have 
not been officially approved and groups like the National 
Association for Home Care and Hospice are taking legal 
action against the government over the “unlawful” 
payment proposal.[15] If CMS and the government persist 
with the unreasonable rates for Medicare plans, the home 
health industry, in which HUM is a leader, will face the 
challenges of maintaining quality care and managing its 
benefit expenses.  

Debt Maturity Analysis 

As of 2023, HUM has $11 billion worth of debt outstanding 
and there is a required repayment of $1.4 billion by the 
end of the year. Given the recurring cash flow that the 
company has, Henry Fund is not particularly concerned 
with the Company’s ability to pay off its debt obligations. 
In August 2023, HUM received a credit upgrade from 
Moody’s to Baa2, while its S&P rating maintained at BBB+ 
since 2017.[2] The Company also reported that it still has 
approximately $4 billion worth of borrowing capacity 
under its revolving credit agreements. Below is HUM’s 
five-year debt maturity schedule:  
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Five-Year Debt Maturity Schedule 

Fiscal Year Coupon (%) Payment ($mil) 

2023  1,443 
2024  596 
2025  600 
2026  500 
2027  1,370 
Thereafter  6,300 

Total  $10,809 
Sources: HUM’s 10-K 

ESG Analysis 

HUM has been actively working to improve the healthcare 
access, addressing social determinants of health and other 
health-related social needs to the society. The Company 
organizes events to offer free health screening, nutritious 
food distribution, health literacy, and improving lifestyle 
factors. The Humana Foundation donated more than 
$22.5 million to the communities in 2022 itself. While the 
Company is providing solutions for the social determinants 
of health, it was given the highest ESG Risk Rating among 
its competitors and has a medium risk.  

 

Sources: Sustain Analytics 

RECENT DEVELOPMENTS 

Recent Earnings Announcement 

On August 2, 2023, HUM announced its earnings for fiscal 
year Q2 2023. The reported revenue for the quarter was 
$26.8 billion, beating the consensus by 2% and the 
adjusted EPS was $8.94, beating the consensus by 1%. 
Notably, the Company also raised its adjusted EPS 
guidance to at least $28.25 for the full year and mentioned 
that they are on the way to advance to the target of $37 in 
2025, indicating that HUM is confident that the Company 
will continue experiencing high growth for the next year.  

As the nation’s largest carrier for Medicare plans and the 
Company’s largest revenue-generating segment, investors 
do pay greater attention to individual Medicare Advantage 
related news, in which the Company reported favorable 
news for the quarter. Due to a higher-than-expected 
robust 12.9% growth in the individual Medicare Advantage 
enrollment. As a result, HUM is now raising membership 
growth guidance by another 50,000 members and 
anticipates adding a total of 825,000 members to the 
portfolio by the end of the year, strengthening its leading 
position in the product line. Furthermore, the Company 
aims to capture 40% of the industry growth in 2023 and to 
increase its market share by 170 basis points, to reach 20% 
by the end of the year, showing that it is available to cater 
the rapid change in member preferences for health plan 
offerings.  

HUM introduced CenterWell as a new business segment 
this year, and the earnings call unveiled its commitment to 
enhance its care delivery and service capabilities for the 
segment. HUM expressed confidence in the quality of care 
provided through CenterWell as it saw 210 basis points 
lower hospital admission rates from the members who 
received care at the CenterWell Home Health centers as 
compared to those choosing other providers. This not only 
allows HUM to increase its CMS star rating in the following 
year but also reduces its expected medical cost.  

Although HUM’s Q2 2023 earnings announcement 
portrayed a very positive HUM’s outlook, it warned that 
the industry is facing a high medical cost ratio as a result 
of the high medical utilization and the trend will last till at 
least early 2024. From the earnings call, it is evident to 
Henry Fund that HUM is putting a great focus on 
implementing value-based care payment models and 
integrating its home health services to reduce costs and 
enhance healthcare quality. Additionally, HUM is starting 
to see the synergies through vertical integration from the 
various multi-billion-dollar acquisitions HUM made over 
the years. From a strategic standpoint, Henry Fund thinks 
that HUM is strengthening its competitive position by 
constantly leveraging its unique strengths in the industry.  

Exiting Commercial Medical Business  

In February 2023, HUM announced that it plans to exit the 
employer group commercial medical business within the 
next 18-24 months.[16] This release will substantially affect 
900 thousands members from plans like fully insured, self-
funded, and federal employee health benefit medical 
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plans and associated wellness and rewards programs. The 
valuation model is built on the assumption that HUM will 
fully exit the business by the first quarter of 2025, and 
through members transitioning to other insurance 
carriers, rather than selling the remaining businesses to a 
competitor.  

HUM made this decision after a strategic review and the 
company decided to focus on its government-funded 
programs and specialty businesses. In the fiercely 
competitive and lower profit margin commercial business, 
HUM sees itself as being in a disadvantage to gain more 
market share; thus, it made the decision to exit the 
marketplace and channel its complete focus to implement 
innovative solutions to grow its government-funded plans 
enrollment as well as its CenterWell’s geographical 
footprint and service capabilities.  

INDUSTRY TRENDS 

Value-Based Care  

Value-based care is a form of reimbursement method that 
ties the payments for healthcare services directly to the 
quality of care provided. The model would reward 
providers based on the efficiency and effectiveness of 
their services.[15] In this payment model, primary care is 
commonly delivered in a patient-centered medical home 
(PCMH), which prioritizes establishing a strong patient-
provider relationship. This approach enables patients to 
receive care customized to their preferences in care 
delivery locations, unique needs and personal pace.[15] 
Value-based care encourages providers to work closely 
with their patients to ensure that care is more 
comprehensive and coordinated. This often results in 
more streamlined and appropriate care, leading to greater 
patient satisfaction. In contrast to the traditional fee-for-
service model, where providers may choose to enroll 
patients in longer and often unnecessary treatments to 
maximize treatments, value-based care focuses on the 
quality of care provided rather than the quantity of 
patients served.[15] The industry is seeing a shift away from 
the fees-for-service model to the value-based care model 
to encourage incentive care quality over the number of 
patients the provider serves. In the long term, this shift is 
expected to reduce healthcare costs and improve health 
outcomes, benefiting providers, patients and insurers.  

In HUM’s 2022 value-based care report, it was reported 
that 68% of the individual Medicare Advantage members 

are treated by primary care physicians who entered into 
value-based agreements. For 2021, the Company 
estimated that there was a $6 billion, or 20% cost savings 
when comparing the value-based members to the original 
Medicare members. With HUM’s constant effort to 
promote and reward its members for receiving preventive 
care, 74% of HUM’s Medicare Advantage members 
received at least one preventive and annual wellness 
screening, allowing the patients to gain a better 
understanding of their health conditions and lowering the 
chances of the members having a sudden development of 
chronic conditions or emergency room visits.   

Acquisitions and Collaborations  

As the healthcare industry is competitive where the top 6 
companies captured more than half of the market share, 
HUM and its peers are actively getting into sales bids and 
acquisition talks with other healthcare companies. The 
acquisitions in talk range from digital health care services 
to primary care services. Through vertical integration, the 
companies aim to reduce costs and create efficiencies, so 
they continue improving and expanding their product 
offerings. Kindred at Home is one of HUM’s largest 
acquisitions with $5.7 billion. 

Primary Care Disruptors  

Walgreens Boots Alliance 

Walgreens is originally a retail pharmacy company that 
operates over 9,000 locations in the U.S. Back in 2021, the 
retailer first entered the primary care space by investing 
$5.2 billion to acquire VillageMD, a value-based primary 
care company.[17]In early 2023, Walgreens further invested 
another $3.5 billion in Summit Health. This strategic move 
broadened Walgreens’ service capabilities to include 
primary, specialty and urgent care. The Company 
announced that the closing of the transaction is set to 
create one of the largest independent provider groups in 
the U.S., with the combined companies operating more 
than 850 locations in 26 states.[15] 

To compete with its main rival CVS Health, Walgreens has 
evolved beyond being merely a drug retail store; it is now 
capable of providing full primary care services in selected 
locations. As of September 2023, there are already more 
than 210 Walgreens locations offering Village Medical 
services. Walgreens plans to further expand its primary 
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care footprint by extending VillageMD care capabilities to 
at least 600 Walgreens locations by the end of 2025.[17] 

With these investments, Walgreens is competing with 
Humana in the primary care domain. As Walgreens 
strategically expands its footprint, it is fascinating to see 
50% of Village Medical located in medically underserved 
areas.[17] HUM should consider opening care clinics in 
these underserved regions to expand its footprints and 
ensure it remains competitive in the market and 
responsive to the customers’ demand.  

Amazon  

Amazon is renowned as a multinational online retail giant 
company with technology platforms like AWS. In 2019, the 
Fortune 5 company initiated a pilot program for Amazon 
Care which quickly expanded as services to all 50 states. 
Amazon Care offered comprehensive in-person and virtual 
medical services in certain states.[15] In February 2023, 
Amazon decided to launch a bigger scale of health care 
services and completed an acquisition of $3.9 billion with 
1Life Healthcare.[2] One Medical is a members-only 
technology platform that offers concierge medical services 
and focuses on providing primary care to enterprise and 
at-risk members. Upon completing the acquisition, 
Amazon Care offers services in 188 clinics and offers 24/7 
virtual health visits.[2] The same year, Amazon tried to bid 
for Signify Health but lost the bid to CVS Health and failed 
to add another home health provider to its portfolio.  

Shortly after the acquisition of One Medical, Amazon 
made a strategic decision that it would shut down Amazon 
Care and introduce Amazon Clinic with support from One 
Medical. Amazon Clinic first started as a virtual healthcare 
marketplace that only offers text-based services in certain 
states but starting from August 2023, patients can access 
to video visits and receives medical prescriptions from all 
50 states; patients can also receive free mail-order 
deliveries and automatic refills from Amazon Pharmacy.[19] 

Amazon leverages its position as a mega online retailer 
and provides exclusive discounts to Prime members.  

While Amazon is a disruptor in the healthcare space, Henry 
Fund does not see it poses a significant risk to HUM since 
the two companies are operating in different spaces within 
the industry; however, it is worthwhile to observe what 
strategies would Amazon launch and if it is planning to 
participate more into the competition, especially seeing its 
recent efforts of getting into the healthcare industry.  

Walmart  

Walmart is a well-known retail and wholesale company 
more commonly recognized for offering merchandise and 
services at a competitive price. In May 2019, Walmart 
stepped into the industry by acquiring telehealth provider, 
MeMD, and enabled Walmart Health that leverage data 
and technology to improve engagement, health equity and 
outcomes.[18] 

In the fall of 2019, the wholesaler launched its first 
Walmart Health clinic in Georgia, attaching it to a Walmart 
Supercenter. The clinic offers primary care, dental care, 
vision care, and psychiatric counseling with education and 
wellness programs.[15] One of the interesting and unique 
services Walmart Health offers is to have the nutritionists 
take the patients through the grocery department and 
assist them in making dietary choices tailored to the 
patient-specific needs after the diagnosis. Walmart Health 
aims to establish at least 49 clinics by the end of the year, 
with the plan to have approximately 80 centers across 
seven states by the end of 2024.[12] The clinics will be 
conveniently located in Walmart Supercenters and will 
feature a wide range of health services, including primary 
care, senior care, dental care, behavioral health, labs and 
x-rays, audiology and virtual visits.  

On September 7, 2022, the giant retailer Walmart and the 
largest health insurance insurer, UnitedHealth Group 
announced that they had entered a 10-year collaboration 
to offer high-quality and affordable health services to the 
people.[25] The collaboration started with 15 Walmart 
Health locations expanding into new states over time and 
eventually serving hundreds of thousands of Medicare 
beneficiaries in value-based arrangements with the 
assistance of Optum.[25] Optum would be providing 
analytical and decision-supporting tools to assist Walmart 
in delivering the services. Starting in January 2023, the 
companies introduced a co-branded Medicare Advantage 
plan, as well as offering Walmart Health Virtual Care for 
UNH’s PPO commercial members.  

The most recent development from Walmart expressed 
interest in acquiring ChenMed, a primary care clinic chain 
that operates 125 primary care clinics across 15 states.[15] 

Walmart has been building out its network of primary 
clinics and this rumor of acquiring a large primary care 
chain definitely supports Walmart’s ambitious and 
aggressive movement in disrupting the primary care 
space. If Walmart successfully integrates ChenMed into 
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Walmart Health, we could see Walmart Health operations 
being supported by experienced physicians and make it 
easier for them to build a brand name for its health 
centers. Furthermore, ChenMed also offers home health 
and hospice services, making them Kindred at Home’s 
direct competitor. With the financial backing of Walmart, 
the primary care clinics could grow their footprint across 
the nation rapidly. Walmart’s strategy is reshaping the 
healthcare landscape and reflecting the company’s 
commitment to delivering accessible and affordable 
healthcare solutions to a broader audience.  

MARKETS AND COMPETITION 

Managed Health Care  

The Managed Healthcare industry captures more than 
23.4% of the profit share of the entire healthcare industry 
with a relatively low EBITDA margin.[6] This is due to the 
United States of America’s unique healthcare structure 
that strongly encourages the population to purchase 
insurance plans to protect them from high medical costs.   

While the industry is competitive among the top players, 
it is dominated by 6 players, and they capture over 50% of 
the market share.  

 

Sources: Statista 

Industry Key Metrics 

Below is a summary table of the operating metrics for the 
managed healthcare players, and it showcases United 
Health Group’s position as the sole leader in the industry, 
with a market capitalization that is more than the next 5 
companies’ market cap combined. UNH also has the 

highest P/E ratio which is closely followed with HUM. The 
two companies have a relatively higher P/E ratio due to the 
fact that the two companies use different strategies to 
generate higher earnings per share; therefore, they are 
able to outperform the industry average.  

 

Sources: Companies’ 10-K 

Medical Cost Ratio  

As highlighted in the cost structure analysis, the medical 
cost ratio is an important metric within the industry. In this 
regard, HUM is performing on par with its competitors, 
primarily because it has a higher percentage of elderly who 
typically require more medical attention and long-term 
care. While the Company acknowledged that it is expected 
to experience a high medical benefit ratio until the end of 
the year, Henry Fund holds a positive outlook for HUM. 
The integration of CenterWell’s services and expertise is 
anticipated to bring operating efficiencies and synergies to 
the Company over time.  

 

Sources: Companies’ 10-K 

Membership Enrollments  

Within the managed healthcare industry, companies 
adopt unique strategies to position themselves in the 
niche market. For instance, companies like UNH and ELV 
concentrate on providing commercial health insurance 
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while CNC and HUM invest heavily in government-funded 
programs. The membership distribution is crucial to look 
at because the plans serve different average revenue 
generated per member.  

As HUM will be exiting the commercial business soon, all 
its revenue will be contributed by government-funded 
plans, along with its specialty and military business. The 
benefit of HUM’s membership distribution is that it would 
receive a relatively stable revenue from the government 
every year and the only differentiator would be the 
premium bonus each company receives, depending on its 
star rating.  

 

Sources: Companies’ 10-K 

Although HUM has fewer overall Medicare membership 
compared to UNH, it is remarkable that a substantial 
portion (65%) of HUM’s Medicare population is enrolled in 
Medicare Advantage. In contrast, UNH has less than half of 
its Medicare population enrolling in Medicare Advantage. 
According to HUM’s most recent report, Medicare 
Advantage generates revenue per member that is at least 
5 times higher than Medicare Supplement members, and 
18 times higher than Medicare Prescription Drug Plan.  

 

Sources: Companies’ 10-K 

Peer Comparison  

UnitedHealth Group (UNH)  

UNH is the largest health insurance carrier in the nation 
with a total of 56 million members enrolling in their plans. 
Other than health insurance, it also provides other 
healthcare services like pharmacy benefit management, 
value-based care arrangements, and technology analytical 
tools.[25]  In 2022, it saw a total revenue of $324 billion. 
UNH experiences a high intersegment elimination cost as 
it is able to internally manage its cost.  

 

Sources: UNH 10-K 

Undoubtedly, UNH is the largest healthcare company in 
the U.S. and it is currently competing with HUM in the 
Medicare industry as it is the country’s largest Medicare 
insurer; however, it was reported that UNH is looking to 
acquire home health company, Amedisys for $3.3B by the 
end of the year. With the acquisition, UNH will further 
strengthen its position as a primary care and home health 
provider and reduce its medical costs as a result of the 
integration.  

While it warned about the high medical utilization, the 
overall management outlook for UNH is positive and it 
revised its EPS higher to $23.45 - $23.75 for the fiscal year 
in the most recent earnings call.[25] 

CVS Health (CVS)  

CVS is a non-traditional insurance player who joined the 
managed healthcare industry after the acquisition of 
Atena in 2018. It is more commonly known as a retail 
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pharmacy company with more than 9,000 locations 
around the U.S., it is also one of the largest pharmacy 
benefit managers in the nation, gaining negotiation power. 
The healthcare benefit segment manages plans for 25.6 
million members in the nation and the company saw a 
total of $322 billion in revenue.[23] While trying to integrate 
more primary care services to its pharmacy front stores, 
CVS recently faced a headwind of a reduction in CMS star 
rating and will no longer be eligible for the premium bonus 
until it improves the quality of its services.  

 

Sources: CVS 10-K 

CVS is a primary competitor of HUM in the primary care 
space as they recently closed the acquisition of Oak Street 
Health and Signify Health, which could help the company 
adopt primary care and home health services to its retail 
locations. CVS announced its plan to expand the home 
health clinic’s geographical footprint to four new states 
this year and will continue to build more clinics at 
accessible locations. Henry Fund does not think that CVS 
poses a great risk to HUM since it is financially struggling 
to maintain its revenue and recently adjusted its EPS 
outlook down to $8.50 - $8.70 for the fiscal year.[23] 

Centene Corporation (CNC)  

CNC is a health insurance carrier that focuses its primary 
business on government-funded plans but has more 
members under Medicaid than Medicare. By June 2023, 
CNC has a total enrollment of 28.4 million members; as 
compared to HUM, it is a company whose entire revenue 
stream is based on health insurance plans and not 
diversifying it to another line of business.[22] In fiscal year 
2022, CNC had revenue of $145 billion.  

The lack of revenue diversification caused CNC who lost a 
CMS star, extra concern to the shareholders as it would not 
be eligible for bonus payments like CVS. While the 
management mentioned that it anticipates seeing positive 
development in the star rating as soon as this October, the 
new star rating would not be implemented until at least 
months later and the company would definitely see a 
higher medical cost ratio for the fiscal year.  

 

 

Sources: CNC 10-K 

As the country’s largest Medicaid carrier, HUM should be 
looking closely at CNC’s strategy for retaining its Medicaid 
members. Based on the most recent earnings call, the 
company is well-positioned for the redetermination 
process and has been actively trying to educate and 
promote the renewal process to their members and has 
seen a higher successful renewal rate as compared to 
other carriers.  

Although CNC adjusted its EPS slightly higher to $6.45, it is 
the company out of the other peers to have the lowest EPS 
estimation for the fiscal year.[22] 

The Cigna Group (CI)  

CI started as a health insurance carrier but in late 2018, it 
acquired one of the nation’s biggest pharmacy benefit 
management companies, Express Scripts. Therefore, the 
company now generates most of its revenue from its 
Evernorth Health segment and competes as CVS’s largest 
competitor. As of June 2023, the company has 19.5 million 
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members with a primary focus on the commercial business 
and generated $181 billion in revenue.[20] 

 

Sources: CI 10-K 

Overall, CI is not HUM’s direct competitor as it mainly 
functions as a pharmacy benefit manager and has most of 
its members under the commercial business line, where 
HUM will no longer be a part of in a couple of months. The 
only overlap in business between the two companies is Ci’s 
over a million Medicare members. The company delivered 
positive earnings for the latest quarter and adjusted its EPS 
higher to at least $24.70 for the full year, from the growth 
generated from Evernorth.[20] 

Elevance Health (ELV) 

Elevance Health is the publicly traded company under the 
Blue Cross Blue Shield Association independent license 
and has over 48 million members enrolled in their plans, 
making them the second biggest health insurance carrier 
in the nation.[24] In 2022, the company had a total revenue 
of $156 billion. ELV is trying to engage in more acquisitions 
to expand its Carelon Rx service capabilities and 
geographical footprint for health plans.   

 

Sources: ELV 10-K 

ELV is competing with HUM for the Medicaid contracts as 
the company has more than half of its revenue generated 
from the segment and has over 11.7 million Medicaid 
members, the second highest in the country. While 
Medicaid is contracting with the government and getting 
awarded the contract, ELV does have a reputation in the 
government business as they have the broadest national 
provider network. Just like any other peers, ELV also 
delivered better-than-expected result for the quarter and 
adjusted its EPS higher to be greater than $32.85 for 2023.  

Overall, HUM is positioned at its unique spot where it is 
one of the largest carriers for Medicare Advantage plans 
and also a home health care center; therefore, it would not 
face a major impact from its peers’ strategic movement. 
However, HUM should look out for UNH and its movement 
in the home health and primary care industry since the 
healthcare giant is able to perform various services across 
the industry as well as having excess cash to be involved in 
multi-billion dollar acquisitions and collaborations with 
other companies to further improve and expand its service 
capabilities.  

ECONOMIC OUTLOOK 

National Health Care Expenditure (NHE)  

In 2022, up to $4.3 trillion was spent on healthcare 
expenditures by the U.S. government, and 66% ($2.84 
trillion) was spent on Medicare, Medicaid or Private Health 
Insurance.[1] The NHE has been growing at a CAGR of 3.6% 
in the past decade and economists project that it will grow 
at an even greater rate of 6.3% in the next five years, 
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indicating the spending will not slow down any time soon. 
If this develops accordingly, the NHE will be growing at a 
higher than the expected average U.S. GDP rate of 2% and 
further increasing the government balance sheet deficit.  

 

Sources: Satista 

The economic indicator should be monitored because it 
affects the government budget for government-funded 
plans like Medicare and Medicaid. While noticing the end 
of the public health emergency, one of the reasons why 
the government started, and raised the eligibility bar for 
Medicaid renewal was to hope to reduce the % of NHE it 
had to spend on the plans. Insurers are also seeing that 
CMS raised the assessment method for the Medicare 
Advantage star rating and mentioned that they are going 
to increasingly make it harder for the insurers and 
providers to stay above the 4 stars benchmark. While one 
could argue that the government is prioritizing the quality 
of care that the members would be getting, one could also 
argue that the government is starting to find ways to 
reduce its NHE to insurers through reimbursement.  

Uninsured Rate  

As of early 2023, the U.S. Department of Health and 
Human Services estimates that 302 million people in the 
U.S. are enrolled in some form of health insurance, with 
the uninsured population dropping to 7.7%, representing 
about 25.3 million people.[15] This is the lowest uninsured 
rate the country has ever experienced, due to the efforts 
of the American Rescue Plan’s subsidiaries. However, it is 
worth taking note that the government is unwinding the 
automated renewal progress for Medicaid since it marks 
the end of the pandemic, and now the enrollees are 
required to re-enroll themselves into the program, receive 
a case review and recertification of eligibility, which a lot 
of them no longer are.[15] 

 

Sources: HHS.gov  

According to KFF’s Medicaid and Unwinding Tracker, at 
least 6.6 million, or 36% of the Medicaid enrollees who 
have gone through the renewal process have been 
disenrolled from the government-funded program. 
Depending on the state’s policies and system capacity, the 
disenrollment rate varies across states, ranging from 9% in 
Michigan to 69% in Texas; therefore, it is hard to estimate 
the exact number of enrollees to lose Medicaid. KFF 
estimated three potential scenarios of how the Medicaid 
redetermination process might roll out, and the result 
could be summarized in the table below.  

 

Sources: Kaiser Family Foundation 

Assuming the mid scenario that 18% of the Medicaid 
population is disenrolled from the program, the U.S. is 
expected to see a huge increase in the uninsured rate, with 
a high rate of 12% if most of the members do not get 
enrolled in a private or employer-sponsored plan. 
However, as mentioned at the beginning of the report, the 
Medicaid redetermination process would not affect 
HUM’s portfolio as much as the negative news sounds 
since it is in the right position to grow its membership by 
securing new state contracts. While the table below does 
not reflect the disenrollment, we can see that HUM is the 
only company that received a double-digit year-to-year 
growth for the program, showing its strong ability to grow 
the program despite the tough market condition.   
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Sources: Companies’ 10-K 

Unemployment Rate  

Similar to the uninsured rate, the unemployment rate is 
significant for the health insurance industry as 50.1% of 
the population’s health insurance plans were offered by 
their employers.[1] Moreover, employer-sponsored, also 
mentioned in the report as commercial plans can provide 
coverage for employee’s family members as well. While 
there is no federal law saying that companies must offer 
health insurance to their employee, nearly all large firms 
with more than 200 employees offer health benefits to at 
least some workers to retain talent; meanwhile, smaller 
firms with 3-199 workers are less likely to do so.[15] In 2022, 
KFF found out that only 51% of firms are offering health 
benefits to their employees, and the percentage is 
reducing as some small companies are not able to afford 
the increasing premiums.  

Due to the rising insurance premiums, insurance carriers 
are developing commercial administrative services only 
(ASO), level-funded plans, health reimbursement account, 
and other innovative products to provide coverage within 
the company’s budget. While employers are searching for 
solutions, insurance carriers including HUM and its 
competitors should routinely search for opportunities 
within the industry and implement new products as 
quickly as possible to capture the rapidly changing market.  

Henry Fund forecasts that the unemployment rate will 
increase slightly in the near future to at least 3.6% as the 
country is experiencing a very low unemployment rate of 
3.5% now.[3] With more companies announcing hiring 
freeze and corporate layoff, we might see some slowdown 
in the economy soon; thus, Henry Fund is using the 
unemployment rate as a recession warning indictor.  

 

VALUATION 

Revenue Growth  

Overall, Henry Fund forecasts that HUM will continue 
experiencing a 10.5% CAGR for its annual revenue 
projection. HUM’s greatest strength is in the individual 
Medicare Advantage segment and HUM has shown 
confidence in capturing the market share for the product. 
The forecast is calculated with the growth projection in the 
membership enrollment and average revenue earned per 
member.  

 

Sources: HUM’s 10-K, Henry Fund 

At the same time, the CenterWell segment is expected to 
experience a high growth rate with revenue doubling 
within the next four years, reaching at least $8.7 billion in 
revenue by 2026. Henry Fund is projecting this in a more 
conservative 45 new centers growth a year, while HUM is 
likely to be involved in more acquisitions in the upcoming 
years to boost its position in the home health industry.  

Benefit Expenses 

Henry Fund is following the earnings call guidance given by 
HUM to project the benefit expenses. The benefit 
expenses are expected to be maintained at a steady rate 
by the improving margin from the operational efficiencies 
getting offset by the aging of HUM’s largest revenue 
product, Medicare Advantage members and the increasing 
medical cost for their procedures.  

Earnings Estimates Relative to Consensus 

The table below compares the estimated revenue given on 
the Q4 2021 earnings call to the actual revenue reported 
in 2022 to observe the accuracy of the revenue projection 
of the management. As mentioned in the report, HUM 
increased the EPS projection for fiscal year 2023 as it saw 
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a surprising Q1 membership growth, it did not adjust the 
revenue outlook. Therefore, the Henry Fund’s valuation 
model has slightly higher revenue than the reported range 
as an adjustment to the latest earnings call. 

 

Sources: HUM’s 10-K, Henry Fund  

Valuation Models 

DCF/EP 

The target price that the DCF and EEP model found for 
HUM is $607, which represents a 29% upside from the 
most current closing price on September 15, 2023. The 
target price is currently on par with the average street 
consensus for HUM. Compared to the Wall Street Journal’s 
stock price target range of $468 - $640 for HUM, Henry 
Fund’s estimated stock price is leaning towards the mid-
higher end of the target. (WSJ)Henry Fund is making an 
average estimation because HUM is a small player 
positioning uniquely in a niche industry and has seen 
increasing entrances of non-traditional players in the past 
few years. Nevertheless, HUM's growth strategies show 
that HUM has a great upside, making it a BUY.   

DDM 

The target price that the DDM model estimated was 
$368.77, a 20% downside from the most recent closing 
price for the Company. Henry Fund is not relying too much 
on this valuation model because HUM does not have a 
steady stream of dividend yield per share, but rather pays 
a fixed amount of dividends per quarter. Based on the 
historical trend, HUM will be paying a standard dividend 
amount to the shareholders in the first three quarters and 
a slightly lower dividend per share in the last quarter as an 
operation adjustment for the last quarter. Due to the 
reasons above, Henry Fund is only DDM for sanity check.  

Relative Valuation  

Henry Fund used 5 other companies' multiples for the 
relative valuation, including UNH, CVS, CNC, CI, and ELV. 
The company descriptions can be found in the earlier part 

of the report. One observation Henry Fund noticed from 
the relative valuation is that HUM and UNH are the two 
companies that outperform their peers in the multiples. 
Therefore, to show HUM’s competitive position in the 
industry more clearly, Henry Fund uses the higher end of 
industry averages for the target price.  

 
Sources: Henry Fund  

Sensitivity Analysis  

Beta vs Risk-free Rate  

Henry Fund used FactSet 5-years monthly adjusted beta of 
0.89 and the 4.25% risk-free rate, which is the US 10-year 
treasury yield. The two inputs are used for the sensitivity 
analysis because the inputs are likely to change depending 
on the market environment. For instance, Yahoo! Finance 
gave HUM a beta value of 0.66, which is a much lower 
value than FactSet estimation and would increase the 
target stock price by over $100. At the same time, the 
market is experiencing a high risk-free rate due to the 
raising of fed funds rates, so the sensitivity analysis will be 
able to test what will the target stock price be depending 
on the inputs. Both inputs were needed to compute WACC 
which would then affect the DCF valuation.  

 

Equity Risk Premium vs Pre-tax Cost of Debt  

The Equity Risk Premium that Henry Fund estimated and 
used is 5.5%, which is an average ERP over the past decade 
as well as Damodaran’s cash yield ERIP. The cost of debt 
was taken from HUM’s 10-K and it is the average cost of 
borrowing that the company has. Both values were 
needed to compute the WACC value as well, so it affects 
the DCF stock price.  
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Annual Operating Adjustment vs Q4 Benefit Expenses  

The annual operating adjusting is a value that Henry Fund 
used to estimate the decreasing membership growth or 
the increase in benefit expenses that the Company will 
experience over the years. Depending on the value used 
and how much could HUM maintained its growth strategy, 
the target stock price is expected to change according as 
well. For the benefit expenses, we observed that there is a 
trend of higher Q4 utilization rate due to the industry’s 
seasonality; therefore, by analyzing how the benefit 
expense HUM will use in the next few years will be 
valuable for the target price estimation.   

 

Home Solutions Quarterly New Center vs Revenue per 
CenterWell Center Growth  

In the most recent earnings call, HUM mentioned that it 
anticipates opening 30 – 50 new centers per year; seeing 
how each center is historically available to bring in $16,000 
in revenue for HUM in a quarter, the number of new 
centers per year will affect the Company’s income as well. 
The model is currently using a mid range of 45 centers a 
year, and testing the range of the target price depending 
on the growth rate. At the same time, Henry Fund also 
tests on the revenue per CenterWell Center growth. Since 
CenterWell is still a new segment for the Company, the 
average revenue per center could be generating in a 
quarter is still unknown. For example, each center brought 
$11,000 per center in every quarter in 2021 but was able 
to bring $16,700 per center per quarter in 2022. Therefore, 
the Henry Fund is taking a conservation estimate of the 
mean of the two numbers and adjusting the sensitivity and 
assuming that each center will be able to bring $1,000 
more revenue for the next three years. It is still hard to 
have the exact amount of revenue for the segment but the 

snsitivty table will be able to show how much the target 
price will change accordingly.  

 

Individual MA Q1 2024 Revenue Growth vs Medicare 
Advantage Q1 2024 Enrollment Growth  

Medicare Advantage and every other insurance plans have 
an open enrollment period that usually falls in the October 
of each year. That being said, the insurance segment will 
commonly experience a higher growth rate in the forth 
quarter of the year because that basically represents the 
growth for the next fiscal year. Therefore, one of the 
sensitivity analysis is based on the revenue growth and 
membership enrollment growth for individual Medicare 
Advantage, the largest product line of HUM. Currently, 
both are the average growth rate that the product 
experienced in the past few years. While the stock price 
changes for the variables are not significantly large, the 
sensitivity test was done to show how a single product 
growth will contribute to the overall target stock price.  

 

KEYS TO MONITOR 

Medicare Advantage  

In the most recent quarter, over 80% of HUM’s revenue 
was contributed by Medicare Advantage plans. While the 
Company is indeed one of the market leaders in the 
government-funded program, any announcements from 
the CMS or losing market share to competitors will affect 
HUM’s future revenue. Unlike Medicaid which is awarded 
by the state government, Medicare’s contracts depend on 
member’s personal medical care and hospital network 
coverage preference and how well each insurer is able to 
match their unique needs. Younger Medicare members 
are likely to shop around for the first few years based on 
the services and premium costs while the older Medicare 
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members are more likely to stick with their current insurer. 
As the U.S. population is aging, HUM should continue to 
adopt to the market quickly and provide care services that 
the members would like to use. At the same time, the 
contracts are typically be signed once a year, during the 
open enrollment period. Therefore, if HUM was not able 
to strategically able to gain enrollment growth in the forth 
quarter that year, it is unlikely for them to meet the 
revenue target.  

Industry Disruptors  

HUM is aggressively getting into the home health and 
primary care industry, as well as a few of its peers and non-
traditional players. The industry is seeing increasing 
interest in the home health industry and believes that a 
flexible environment is more appropriate for the members 
to receive longer-term care; therefore, the home health 
industry remains fragmented and will likely continue to 
stay that way. That being said, locations are extremely 
important for the home health centers because it is more 
likely for members to go to the closest possible location to 
receive care, if the care quality is almost the same. This is 
when the non-traditional players like Walmart, Walgreens 
and even CVS Health will be disrupting the market because 
it will be easier for them the implement the care services 
in the already-available locations than HUM who needs to 
build new centers to provide the services. Of course, the 
three companies mentioned above are still in the process 
of expanding its service capabilities, but HUM should also 
look out to their future acquisitions and see if they will 
further expand their footprint in the industry.  
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DISCLAIMER 

Henry Fund reports are created by graduate students in 
the Applied Securities Management program at the 
University of Iowa’s Tippie College of Business. These 
reports provide potential employers and other interested 
parties an example of the analytical skills, investment 
knowledge, and communication abilities of our students. 
Henry Fund analysts are not registered investment 
advisors, brokers or licensed financial professionals. The 
investment opinion contained in this report does not 
represent an offer or solicitation to buy or sell any of the 
aforementioned securities. Unless otherwise noted, facts 
and figures included in this report are from publicly 
available sources. This report is not a complete 
compilation of data, and its accuracy is not guaranteed. 
From time to time, the University of Iowa, its faculty, staff, 
students, or the Henry Fund may hold an investment 
position in the companies mentioned in this report. 
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