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Moderator 

Good morning, and welcome to the UnitedHealth Group Fourth Quarter and Full Year 2018 
Earnings Conference Call.  A question and answer session will follow UnitedHealth Group’s 
prepared remarks.  As a reminder, this call is being recorded. 

Here is some important introductory information.  This call contains “forward-looking” statements 
under U.S. federal securities laws.  These statements are subject to risks and uncertainties that 
could cause actual results to differ materially from historical experience or present expectations.  
A description of some of the risks and uncertainties can be found in the reports that we file with 
the Securities and Exchange Commission, including the cautionary statements included in our 
current and periodic filings.   

This call will also reference non-GAAP amounts.  A reconciliation of the non-GAAP to GAAP 
amounts is available on the “Financial Reports & SEC Filings” section of the Company’s 
Investors page at www.unitedhealthgroup.com. 

Information presented on this call is contained in the Earnings Release we issued this morning 
and in our Form 8-K dated January 15, 2019, which may be accessed from the Investors page 
of the Company’s website.  I will now turn the conference over to the chief executive officer of 
UnitedHealth Group, David Wichmann.  

Dave Wichmann 

Good morning everyone and thank you for joining us today. 

At our Investor Conference just a few weeks ago, we provided an extensive and positive 

review of our business and expectations for 2019 and beyond.  Our outlook today 

remains consistent with that view.  We are strongly confident – in the fundamentals of 

our businesses as we enter 2019 … in our ability to invest, innovate and grow … and in 

the breadth of opportunities across health care available to a company with the unique 
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capabilities we have built over time to deliver ever more value to society and consistent 

results for our shareholders. 

 

The results we reported this morning bear that out.  Full year revenues exceeded  

$226 billion, growing 12 percent or $25 billion over 2017.  Fourth quarter and full year 

2018 adjusted earnings per share were stronger than our Investor Conference outlook, 

with full year adjusted earnings per share growing 28 percent to $12.88 per share.  

Revenues, operating earnings and cash flows were in line with or ahead of the 

expectations for 2018 we discussed with you at that time.  Optum’s earnings were 

ahead and UnitedHealthcare’s earnings were in line.  And virtually all businesses closed 

out the year with strong momentum. 

 

Overall medical costs remain well-controlled, and our positive forecast for 2019 remains 

consistent across all lines of business.  We continued to address performance 

pressures in a handful of Medicaid markets in the fourth quarter as we executed actions 

on both structural costs and rate recovery to ensure 2019 will see a return to stronger 

margin levels for this business. 

 

Our nation is early in an exciting health care innovation wave – one we expect to help 

lead, which will drive growth at UnitedHealth Group for years to come.  Our approach to 

this wave has several characteristics: 

 

• Flowing critical health information to all health care participants by linking 

physical interactions to digital channels, supported by embedded, proprietary, 

clinical ontology and sophisticated data analytics designed to align and optimize 

performance. 

• Engaging people in their health care both individually and at scale – a difficult but 

essential step in improving people’s health and finances … a step supported by 

our consumer digital platform, Rally, now with 22 million registered users on a 

multi-payer platform, and offering an expanded suite of services for 

UnitedHealthcare’s  Medicaid members as of January 1. 
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• Applying high-touch human interactions, again singly and at high volumes, to 

improve the consumer experience and drive better medical care outcomes.  This 

is supported by our rapidly growing team of clinicians, like the physicians of 

PolyClinic in Seattle, who joined us at the end of 2018. 

• Evolving pharmacy care services by advancing market-leading transparency, 

improved adherence and clinical effectiveness, combined with distinguished 

consumer value, ranging from point of care discounts that offer more affordable 

prescriptions and whole-person medical-pharmacy management to a simpler 

transaction experience through market-leading digital support tools and services.  

• And introducing innovative, lower cost, consumer-centric health benefit designs 

and services – such as Bind, Colorado Doctor’s Plan, Motion and Nexus ACO. 

 

This health care system will increasingly operate in a multi-payer and value-based 

context, with aligned incentives for care providers and consumers to make better health 

care decisions, leveraging deeply personalized information and clinical science.   

 

This modern approach produces measurable value, and looks and feels refreshingly 

different than traditional health care today.  So I hope you can see why we are 

energized by the opportunities ahead of us.   

 

With that, let me turn to Optum’s CEO Andrew Witty to discuss Optum’s results and its 

unique market position and momentum heading into 2019.  Andrew … 

 
Andrew Witty  
Thank you Dave –  

 

Our focus is to accelerate the access to and integration of the individual strengths of 

Optum to deliver better health care and more affordability across the whole of the health 

system.  In leveraging our data analytics capability to improve care pathways with local 

care delivery and pharmacy care services, we have unique potential to improve patient 

well-being and health, while bringing health care costs under better control. 
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Our ability to use data to better understand the next best action or better option for 

treatment allows us to significantly affect both the outcome as well as the cost per 

member for our clients and patients.   

 

Within OptumRx, the increasing impact of PreCheck MyScript and the growth of our 

infusion services illustrate how our expanding breadth of services are gaining significant 

market acceptance, growing share and diversifying our earnings stream.  Our 

momentum in pharmacy care services was excellent in 2018, with retained business 

rates in excess of 98 percent and several major new business awards from health plans 

and employer plan sponsors.  We expect this to continue, given the early, positive signs 

in this year’s selling season for 2020 business. 

 

In care delivery, our clinical leaders are applying clinical decision support, based on 

evidence-based guidelines that promote better health and ensure the right care at the 

right time, in the right setting.  Today 99 percent of OptumCare patients in our advanced 

form of Medicare value arrangements are in 4-Star plans or better, and OptumCare’s 

average net promoter score is nearly 80 – evidence of outstanding clinical outcomes 

and patient experiences.   

 

We achieve significantly lower total medical costs by keeping people healthier and 

avoiding unnecessary hospital use, which translates to up to 30 percent lower costs for 

our Medicare Advantage patients relative to Original Medicare.  An increasing number 

of our groups are being recognized for achieving lower costs for commercial customers 

as well – for example, our Reliant Medical Group was recognized as having the lowest 

total cost of care by the state of Massachusetts.   

 

We complement our medical groups with high-value ambulatory care services, like our 

SCA surgery centers, MedExpress neighborhood care clinics, Briova infusion 

capabilities and Optum HouseCalls – all of which support improving the quality, cost 

and experience of health care.  As we move forward, we will continue to build out our 
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comprehensive portfolio of care delivery services in key markets, including through our 

pending combination with the DaVita Medical Group.  

 

By 2030, there will be over 80 million people in the U.S. with three or more chronic 

conditions, up from 30 million in 2015.  More fully leveraging data analytics across all of 

Optum, through digital and physical engagement with patients and physicians, will be 

key to reducing costs and improving the value and experience for people in this 

increasingly resource-intensive market segment.  We are building platforms that are 

“convenient for the provider,” ensuring the very best and most contemporary information 

is available to support each patient management decision.  Initiatives including the roll-

out of the Individual Health Record, adoption of emerging genomic knowledge and full 

understanding of the implications of the data Optum manages will be key building 

blocks over the next year or two. 

  

Turning to Optum’s financial results, full year 2018 revenues surpassed $100 billion for 

the first time.  Revenue growth of over $10 billion for the year accelerated to 11 percent, 

from 9 percent in 2017.  Likewise, our operating margins once again strengthened 

across the Optum portfolio, with our overall operating earnings growing more than  

$1.5 billion, or 23 percent, to $8.2 billion, reflecting the leverage of Optum’s scaled 

businesses and putting us in a strong baseline earnings position entering 2019.   

 

Looking ahead, the 150,000 people of Optum are incredibly enthusiastic about 2019 

and our opportunities for longer term growth and performance.  We will continuously 

modernize our ways of working, seek solutions to improve value delivery to our clients 

and the patients we serve, and explore ways of aligning with others who strive in an 

accountable way to deliver quality care at lower costs.  We are seeing the fruits of two 

decades’ worth of strategic investments, with strong business wins and pipelines and 

the many platform expansion opportunities we have in the United States alone, not to 

mention the global potential.  As we continue to grow, invest and diversify, we are just 

beginning to realize the potential that exists when we deploy Optum’s cross-platform 

capabilities more fully on behalf of our customers and all of those we serve. 
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Now I will turn the call over to Steve Nelson, UnitedHealthcare’s CEO. 

 
Steve Nelson 
Thank you, Andrew. 

 

UnitedHealthcare is growing through the relentless pursuit of better health outcomes, 

lower total cost of care and a better consumer experience for clients and consumers as 

measured through NPS.  We achieve this Triple Aim through the breadth and innovative 

nature of our capabilities, as Dave described at the outset, and by translating those 

capabilities into innovative products, services and enabling technologies which advance 

our mission as an enterprise. 

 

In 2018, together with our care provider partners and through digital and physical 

interactions with consumers, we helped close over 70 million gaps in care.  That was  

75 percent more than the 40 million gaps we closed in 2017.  Contracts with value-

based care features reached $74 billion in run-rate spending, with about one-quarter of 

that in risk arrangements.  Consumers who took healthy actions earned a remarkable 

one-half billion dollars in incentives through their benefit plans.  We provided 1.5 million 

in-home health assessments through the Optum HouseCalls program.  And our 

community health workers referred people to social services nearly 600,000 times, 

linking them to needed services with a total value of one-quarter of a billion dollars. 

 

Collectively, the value of these and other distinctive services helps us to grow.  In 2018, 

UnitedHealthcare grew to serve 2.4 million more people, with revenues advancing by 

more than $20 billion to $183.5 billion.  UnitedHealthcare earnings from operations were 

$9.1 billion, consistent with the outlook we provided in November. 

 

Overall medical cost trends remain well-managed, predictable and consistent with 

expectations.  We continue to manage operating costs diligently through a combination 

of business simplification, automation and operating efficiency. 
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As we noted at our Investor Conference, the performance of our Community & State 

business in 2018 was mixed.  We saw strength in serving individuals with the highest 

health needs, such as the dually eligible, while performance in the traditional TANF 

Medicaid business was pressured, particularly in a handful of states. Our performance 

improved in the back half of 2018, with more work to be done – continued advocacy for 

sound rates, while reducing core medical and operating costs. The Community and 

State team is fully focused, and will deliver improved performance in 2019.   

 

We completed a strong Medicare Advantage enrollment season last month and are on 

track to achieve 2019 growth within the 400,000 to 450,000 range of expectations.  We 

are thoughtfully advancing in areas like digital therapeutics, real time health information 

and artificial intelligence to drive an even more distinctive consumer experience, all at 

lower costs. 

 

We are early in a wave of fresh product innovation for the commercial market, with new 

“on demand” health benefits for large employers, and new patient-centric care 

resources organized around high quality local health systems – such as the program we 

launched on the Front Range in Colorado.  We expect strength in the Association 

Health Plan market and have an unprecedented focus on developing and cross-selling 

specialty benefits.  

 

To summarize, our expectations for UnitedHealthcare’s performance in 2019 are 

unchanged with what we outlined for you at the end of November.   

 

As we look at 2019, 2020 and beyond, we are strengthening our capabilities for 

customers across UnitedHealthcare and UnitedHealth Group.  We have a multi-billion 

dollar, multi-year effort well underway to address medical and operating costs on a 

structural basis and improve value for customers.  We are deploying new technologies 

to provide information to doctors at the point of care and are leaning into consumer-

centric services like the Individual Health Record and Rally, and the innovative benefit 
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designs and value-based incentives they can power.  And we believe UnitedHealthcare, 

supported by Optum, is uniquely positioned to serve high growth, higher acuity markets, 

like Medicare, Duals, and patients with complex and chronic conditions. 

 

Now I’ll turn the call over to John Rex, UnitedHealth Group’s chief financial officer. 

 

John Rex   
Thank you, Steve.  

 

This morning we reported full year revenues of $226.2 billion, with double digit 

percentage growth in fourth quarter revenues for all reporting business segments.  For 

full year 2018, Optum revenues from customers unaffiliated with UnitedHealthcare grew 

nearly 13 percent, a faster pace than affiliated revenues.  This reflects the market’s 

response as we position Optum and UnitedHealth Group to serve more people 

independent of payer affiliation, even as we offer greater customer and consumer value 

through UnitedHealthcare. 

 

Balance and diversification can also be seen in our operating earnings performance, 

where Optum contributed 47 percent of full year 2018 earnings from operations of  

$17.3 billion, including 60 percent of the earnings in the fourth quarter.  To put that mix 

in perspective, only five years ago Optum contributed about a quarter of full year 

consolidated operating earnings. 

 

Fourth quarter adjusted net earnings per share of $3.28 brought full year earnings to 

$12.88 per share, 28 percent growth over 2017. 

 

Full year cash flows were $15.7 billion, or 1.3 times net income, growing 16 percent 

over 2017.  Fourth quarter and full year cash flows reflect the $2.6 billion dollar payment 

to the U.S. Treasury on October 1 for our customers’ portion of the federal health 

insurance tax. 
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Our full year medical care ratio of 81.6 percent is consistent with the outlook we 

provided last January of 81 and a half percent, plus or minus 50 basis points, and 

reflects well managed cost trends, despite some margin pressures in parts of our 

Medicaid business, as Steve just discussed.  Medical reserves developed favorably in 

the quarter by $280 million.  We continue to expect a 2019 medical care ratio of  

82 and a half percent, plus or minus 50 basis points, which reflects the impact of the 

health insurance tax deferral this year. 

 

The 2018 operating cost ratio of 15.1 percent was driven by effective cost management 

and strong growth in lower operating cost businesses, partially offset by ongoing 

investments to develop and deploy modern technologies and capabilities that advance 

the value we deliver to people. 

 

Turning to our balance sheet, our full year return on equity was strong at 24.4 percent, 

and our debt-to-total-capital ratio was 40 percent at year end, after placing $3 billion of 

debt in December.  We repurchased $4.5 billion of stock last year, and we raised our 

dividend by 20 percent back in June to an annual rate of $3.60 per share. 

 

Looking forward, we entered this year with strength, flexibility and momentum, and we 

continue to expect strong growth in adjusted net earnings, to a range of $14.40 to 

$14.70 per share.    

 

One last observation, on the quarterly earnings progression for 2019.  The current first 

half/second half Street consensus view appears to reflect our seasonal earnings 

pattern, which over time we have described as roughly 48 percent weighted to the first 

half.  Inside of that, our sense is that we expect to perform modestly stronger than the 

current first quarter consensus estimate would suggest.  Dave …. 

 
Dave Wichmann 
Thank you, John. 
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2018 was a strong year, with advances in our businesses, improvements in service and 

Net Promoter Scores and compelling financial performance, but there is much yet to be 

done to fully realize our potential to reimagine health care for the benefit of society, in 

the U.S. and globally.  Inside this morning’s business review, we touched on a number 

of initiatives, all forward-leaning, all indicative of the restless, ambitious character of this 

team and our efforts to advance performance in health care for those we serve. 

 

With plans firmly in place, we are looking to perform strongly in 2019 and lay the 

foundation for continued growth in 2020 and the decade ahead.  We have significant 

opportunities to diversify and strengthen the offerings we bring to people and to drive 

engagement, trust and loyalty across our broad customer base.  And we will continue to 

advance personalized interactions with the people we serve and lean into clinical quality 

in health care delivery and our leadership in digital technology. 


