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UnitedHealth Group (UHG) reported FY 2025 revenues of $447.6 billion, up 12%
year-over-year, but guided to its first revenue decline in a decade for 2026 (>$439
billion, -2% YoY) - driven by strategic portfolio rationalization, membership
contraction of over 2 million, and the final year of V28 Medicare payment cuts
headwind. 

The 2026 guidance prioritizes margin expansion over revenue growth, with operating
margin improving from 4.2% to ~5.5% and adjusted EPS growing 9% to >$17.75
despite the revenue decline. Management frames this as deliberate "right-sizing"
positioning UHG for accelerated growth beginning in 2027 as V28 headwinds roll off,
Optum Health completes its network curation, and competitors adopt similar
repricing discipline industry-wide.

EXECUTIVE SUMMARY 
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Completed Q4 restructuring covering cyberattack costs, loss contract
reserves ($623M), real estate rationalization, and workforce reductions; exits
from South America, UK operations finalized.

Planned 1.3M to 1.4M member contraction in 2026 from benefit cuts, network
reductions, and plan exits; repricing reflects 10% medical trend assumption
with margin improvement to ~3.2% (+40 bps).

Strategic Positioning & Key Developments

Turnaround Execution

Medicare Advantage Reset

Acknowledged VBC strategy "strayed from initial intent" during rapid
expansion; returning to employed/dedicated physician model with 10%
membership decline. 

Debt-to-capital improving to 40% target by H2 2026; share buybacks paused
until late 2026 (~$2.5B expected upon resumption); dividend maintained.

Optum Health Refocus

Capital Allocation

Turn around confidence amid historic challenges

KEY LEADERSHIP QUOTES

Stephen Hemsley 
CEO, UnitedHealth Group

“We confronted challenges directly and finished 2025 as a much stronger company, giving us the
momentum to better serve those who count on us and continue to improve our core
performance.”

Strategic Implication: Frames 2025 as year of confrontation rather than failure; emphasizes
momentum from painful adjustments positioning for sustainable margin expansion starting 2026. 



First revenue decline in decade

Wayne DeVeydt
CFO, UnitedHealth Group

“It's the first time in a decade that UnitedHealth Group has had declining revenue. UnitedHealth
Group's 2026 outlook reflects a business delivering durable performance improvement and
margin expansion through greater operating discipline and precise execution.”

Strategic Implication: Acknowledges historic revenue decline while reframing as deliberate
rightsizing; guides investors to focus on margin trajectory over top-line growth.
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Margin growth over membership growth

Timothy Noel
CEO, UnitedHealthcare

“Our plan for next year reflects a conservative path focused on margin growth. We made
significant adjustments to benefits and executed targeted plan exits and network reductions. We
expect membership contraction of 1.3 to 1.4 million members in total Medicare Advantage.”

Strategic Implication: Frames MA contraction as conservative and margin-focused; reveals
deliberate retreat from unprofitable growth, betting competitors follow suit given industry-wide
V28 pressure. 

VBC strategy strayed from intent

Patrick Conway
CEO, Optum

“Over the last few years, through a period of rapid expansion, Optum Health's strategy around
valuebased care strayed from the initial intent of the model. The provider network grew too large;
the rapid pace of expansion resulted in operating inconsistencies.”

Strategic Implication: Candid admission of strategic drift explains dramatic earnings collapse; shift
to employed/dedicated physicians signals return to original high-touch care model, though reset
compresses near-term growth.



Long-term margin targets remain intact

Krista Nelson
COO, Optum Health

“We remain anchored and committed to the long-term potential of this business, the 6%
to 8% margin that we outlined. Within that, the 5% commitment to our value-based care
agenda.”

Strategic Implication: Reaffirms long-term margin targets despite current sub-3%
performance; requires investors to accept multi-year turnaround horizon as network
curation and market exits complete. 
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Optum 

Optum Health

Optum Insight

Optum Rx 

Segment

UnitedHealthcare 

Medicare & Retirement

Employer & Individual

Community & State 

FY 2025 Revenue

$344.9B 

$171.3B 

$79.2B 

$94.4B 

$270.6B 

$102.0B 

$19.4B 

$154.7B

YoY Growth

+16% 

+23% 

+1% 

+17% 

+7% 

-3% 

+4% 

+16%

Operating Earnings

$9.4B 

— 

— 

— 

$9.5B 

($278M) 

$2.6B 

$7.2B

Margin

2.7%

— 

— 

—

3.5%

<1%

13.5%

4.6%

FY 2025 FINANCIAL PERFORMANCE 

Medical Care Ratio expansion to 89.1% (adjusted 88.9%) reflects 340 bps
deterioration year-over-year driven by: 

V28 final year impact reducing revenue,  
Inflation Reduction Act Part D restructuring, 
Medical cost trends running at 7.5% in MA, 
Elevated utilization across physician, outpatient, and inpatient settings. Medical reserve
development was $140M favorable for full year 2025. Days claims payable declined to
44.1 days from 47.0 days year-end 2024, reflecting ~4 days impact from IRA Part D
changes and claims payment timing. 

Medical Loss Ratio & Key Performance Drivers 
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2026 OUTLOOK &
STRATEGIC PRIORITIES 

Operating Earnings >$24.0B

Revenue >$439.0B $447.6B

Adjusted EPS >$17.75

MCR 88.8% ±50bps

Operating Cost Ratio 12.8% ±50bps

Cash Flow (Ops) >$18.0B

$19.0B

$16.35

89.1%

13.3%

$19.7B

Guidance Summary

Metric 2026 Guidance 2025 Actual Commentary 

First decline in decade; divestitures +
~2M member loss 

+26% vs reported; margin expansion 
to ~5.5% 

+9% driven by repricing and cost 
actions

30 bps improvement from pricing 
discipline

50 bps improvement; restructuring 
benefits

Normalization after favorable 2025 
timing

Management reported being "2 weeks into" the Medicare Advantage AEP at the
time of the October 2025 earnings call, with "early results in line with strategic
positioning for 2026." The company's conservative 2026 guidance reflects
deliberate membership vs. profitability trade-offs, prioritizing margin recovery
over enrollment growth.

Medicare Advantage Annual Enrollment Period (AEP) Context 

These actions position UHG to sacrifice market share for margin expansion, betting
that competitors face identical V28/trend pressures and will follow similar
discipline. 

Key strategic choices ahead of AEP included:

Significant benefit reductions and plan exits.
Targeted network reductions to eliminate unprofitable provider relationships. 
Repricing to reflect 10% medical trend assumptions. 

Important: CMS Medicare Advantage and Part D enrollment data is expected to be
released mid February 2026, providing the first comprehensive read on post-AEP
performance across all plans and markets. This data will validate whether UHG's strategic
retreat is isolated or industry-wide - a critical indicator for 2026-2027 competitive
dynamics and margin sustainability. 
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How Network and Benefit Strategy
Show Up in Financial Performance 
UHG's 2026 MA strategy demonstrates direct linkage between clinical management
and financial outcomes. Network reductions eliminate high-cost, low-alignment
providers; benefit cuts (higher cost sharing, reduced supplemental benefits) shift
utilization patterns and improve selection; plan exits in unprofitable geographies remove
structural losses. These actions explain why medical cost trends alone cannot predict
margin trajectory - the company is fundamentally reshaping its risk pool composition
and care delivery economics, not just repricing existing business.

UnitedHealthcare targeting ~3.2% operating margin (+40 bps); Commercial returning to
7-9% range by 2027; Medicaid recovery as state funding improves. 

Margin recovery
overgrowth

2026-2027 Strategic Priorities 

Narrow to employed/dedicated physicians; exit underperforming markets/products;
return to 6-8% long-term margin target (VBC at 5%) by 2027-2028. 

Optum Health
transformation

Debt-to-capital to 40% by H2 2026; resume buybacks (~$2.5B) late 2026; maintain
dividend throughout. 

Capital structure
optimization

Scale AI deployment across payment integrity, care management, and operational
workflows; Optum Insight new product launches (Optum Reel AI).

AI
acceleration

Return to MA membership growth post-2026 pruning; V28 headwind rolls off;
commercial/Medicaid margins normalized; targeting accelerated growth.

2027+
inflection
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KEY RISKS & CONSIDERATIONS 

Medicare Advantage funding cuts of $130 billion over three years could impact
profitability.

UHG betting competitors follow disciplined repricing; if peers maintain aggressive
benefit richness, market share losses could exceed guidance. 

MA trends at ~10%, commercial trend >11% requiring continued pricing vigilance;
provider coding/billing practices creating additional upward pressure. 

Network curation and market exits create near-term disruption; long path to 6-8%
margin targets extends to 2027-2028. 

Medicare funding

Competitive dynamics

Medical trend persistence

Optum Health execution risk

2026 Headwinds

UHG's aggressive benefit cuts/exits may force industry-wide margin discipline,
stabilizing competitive dynamics. 

State rate inadequacy expected to persist through 2026 creating further margin
pressure; behavioral health and specialty pharmacy cost trends outpacing
reimbursement.

January 2026 flat MA rate proposal adds uncertainty; potential for additional regulatory
changes under new administration. 

Industry repricing catalyst

Medicaid funding uncertainty

CMS policy risk

Strategic Opportunities 

Despite near-term struggles, Optum Health's infrastructure remains valuable; network
curation could yield higher-quality, higher-margin VBC model. 

Value-based care positioning
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AI product launches at Optum Insight show strong early traction (73% productivity
gains in coding). 

If execution delivers, 2026 investments position for sustained doubledigit earnings
growth as V28 rolls off and margins normalize. 

Rebate pass-through adoption and pharmacy services growth demonstrate competitive
differentiation in transparent PBM model. 

Technology leadership

2027+ reacceleration

Optum Rx momentum

BOTTOM LINE ASSESSMENT 
UnitedHealth Group is executing a deliberate strategic reset prioritizing profitability
over growth, with 2026 guidance pointing to the company's first revenue decline in a
decade (-2% to >$439B). The strategy reflects aggressive portfolio rationalization
with 1.3 to 1.4M MA member losses, approximately 66% ACA exits, and Optum Health
VBC membership down 10%. Management credibility hinges on: (1) competitors
following similar repricing discipline rather than exploiting UHG's retreat, (2) Optum
Health network curation executing without accelerating losses, (3) medical trends
stabilizing at assumed levels, and (4) 2027 return to growth materializing as V28 rolls
off. 

Key Dependencies

First clear read on whether UHG's membership losses are isolated or industry-wide;
critical validation of competitive discipline thesis. 

CMS enrollment data
(mid-February 2026)

10% MA trends must stabilize; further acceleration would pressure
even aggressive repricing. 

Medical trend
trajectory

10% membership decline manageable if contained; accelerating losses would signal
deeper operational issues requiring extended turnaround. 

Optum Health
execution



Path to breakeven+ margins requires states closing gap between member acuity and
reimbursement rates through 2026-2027. 

State Medicaid
funding

Need visible MA membership stabilization, Optum Health margin improvement to 4-5%
range, and commercial margins approaching 7-9% targets to validate turnaround
narrative. 

It’s earnings season and while others wait for industry roundups, our clients already
have the insights.

2027 inflection
proof points
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REAL-TIME INTELLIGENCE,STRATEGIC ADVANTAGE

Key executive quotes flagged by theme.

Market movements decoded by enrollment, benefit shifts & margin
levers.

Used by top MA teams to inform 2026 bid strategy & pricing.

Deep-dive earnings call analysis within 24–48 hours.

Schedule your Competitive Intelligence Session

Talk to our Expert

https://meetings.hubspot.com/jim-politte/schedule-a-xai-demo
https://meetings.hubspot.com/jim-politte/schedule-a-xai-demo

