
 

Company Overview: 
Elevance Health, Inc. is the largest health insurance company based on medical membership serving 33.5 million members. The 
company is an independent licensee of the Blue Cross and Blue Shield Association serving members under this franchise in 14 
states. Outside of its BCBS territories, Elevance Health serves much of the country under the UniCare brand. A majority of the 
company's membership is within the commercial and individual markets; however, Elevance Health is still one of the market 
share leaders in both Medicare Advantage and Medicaid. Elevance Health was established in 2022 (Formerly "Anthem"), while 
Anthem was established in 2004 as a result of a merger with WellPoint Health Networks. 
 
Highlights:  
ELV's membership growth continues to be impressive, having eclipsed UNH in total members in the last 12 months. While ELV 
did not provide a preliminary guide for next year, they commented at high level about tailwinds and headwinds for next year. 
Continued margin recovery in the commercial business, strong earnings growth in MA, robust funding environment for the overall 
industry, and ongoing momentum at Carelon and Ingenio Rx were cited as primary tailwinds for next fiscal year. Potential end of 
PHE and subsequent redeterminations in 2023 was the sole tailwind cited, though management believes the associated negative 
impact would potentially be offset by growth in ACA and employer-sponsored membership. 
 
Bull Case: 

• Carelon Will Provide Growth For the Future – We believe the services business is key to long-term thesis for the stock. 
Our thesis is based on the premise that ELV is in the process of building out a services business (we think of this as 
Optum for the Blues), aiming to rival UNH in impact while not replicating the exact product mix of UNH. ELV has 
comparable membership to UNH, but mainly has this membership concentrated in its 14 Blue Cross states, which lends 
itself to even higher local market shares.  

• Sustainable Future Growth - We believe the early commentary for next year was more of a bright spot as management 
called out initial expectations for EPS growth in-line with the company's long-term EPS target growth range of 12-15%. 
Within this early guide, management highlighted a handful of puts and takes with tailwinds including the following: 1) 
Continued commercial margin recovery in 2023 on the path to achieve 300 bps of margin expansion by 2025, 2) Growth 
in the individual ACA/employer-sponsored membership groups as ineligible Medicaid members transition coverage 
once Medicaid redeterminations begin following the expected close of the Public Health Emergency (PHE) at the start 
of 2023, 3) Continued above-market Medicare Advantage (MA) enrollment growth; and 4) Continued strong 
momentum in the PBM/care delivery businesses IngenioRx and Carelon. 

• Valuation Expansion - Elevance has roughly the same number of medical members as UNH, yet generates ~35% of UNH 
operating income per member, leading to a market cap a quarter of that of UNH. We believe this gap is the opportunity 
for the stock. ELV valuation is trading at a 31% discount to UNH, which we believe is too large given similar EPS growth 
outlook. While ELV's multiple is at the high end of its historic range, we believe ELV is moving the company to trade 
more closely in line with UNH's multiple, although with a slight discount. We assume ELV could trade at a 10% discount 
to UNH over the long term. Thus, we believe the current 31% discount suggests an attractive entry point. 
 

Bear Case: 
• Headline Risk à Do Not Feel the “Bern” – The stock may have the second highest sector-relative sensitivity to the 2020 

Presidential election outcome given its high leverage to Medicare Advantage – basically, the stock is affected by the 
political discussions regarding healthcare reform. If the Democrats took the White House and passed some sort of 
government healthcare for all policy, UNH would be greatly affected.  

• Legislation Changes - Legislative risks to enrollment including changes to employer tax deductibility of health benefits.  
• Loss Ratio Volatility – Medical Loss Ratio (“MLR”) can see unexpected medical cost trend acceleration, which could 

inhibit profitability.  
 

Overview: 
Our investment thesis on ELV has been primarily driven by turnaround efforts (PBM recontracting, and self-insured employer 
cross-sales efforts), coupled with strong government growth. We have noted above that the future value of ELV's services 
business opportunity is Carelon. This had driven adj. EPS growth turnaround, from 9% CAGR in 2010-2017, to 21% over the 2017-
2021 time period. This strong improvement was driven by 1) faster government growth both in their Medicaid business (#2 
market share), but also from building up its MA business; and 2) margin improvement from PBM recontracting and improved 
self-insured cross-sales. As ELV executes on their growth initiatives, we believe that they will receive a valuation re-rating by the 
market.  

Name Ticker Growth Dividend D + G
Elevance Health, Inc. ELV 11.00% 0.97% 11.97%



 

Past performance is not indicative of future results. Investing involves risk including the potential loss of principal. This material is 
not financial advice or an offer to sell any product. The actual characteristics with respect to any particular client account will vary 
based on a number of factors including but not limited to: (i) the size of the account; (ii) investment restrictions applicable to the 
account, if any; and (iii) market exigencies at the time of investment. Aptus Capital Advisors, Inc. reserves the right to modify its 
current investment strategies and techniques based on changing market dynamics or client needs. Forward looking statements 
cannot be guaranteed. This is not a recommendation to buy or sell a particular security. There is no assurance that any securities 
discussed herein will remain in an account's portfolio at the time you receive this report or that securities sold have not been 
repurchased. The securities discussed may not represent an account's entire portfolio and in the aggregate may represent only a 
small percentage of an account's portfolio holdings. It should not be assumed that any of the securities transactions, holdings or 
sectors discussed were or will prove to be profitable, or that the investment recommendations or decisions we make in the future 
will be profitable or will equal the investment performance of the securities discussed herein. Information was obtained from third 
party sources which we believe to be reliable but are not guaranteed as to their accuracy or completeness. 
 
This commentary offers generalized research, not personalized investment advice. It is for informational purposes only and does 
not constitute a complete description of our investment services or performance. Nothing in this commentary should be 
interpreted to state or imply that past results are an indication of future investment returns. All investments involve risk and unless 
otherwise stated, are not guaranteed. Be sure to consult with an investment & tax professional before implementing any 
investment strategy. Investing involves risk. Principal loss is possible. 
 
The content or when a page is marked “Advisor Use Only” or “For Institutional Use”, the content is only intended for financial 
advisors, consultants, or existing and prospective institutional investors of Aptus. These materials have not been written or 
approved for a retail audience or use in mind and should not be distributed to retail investors.  Any distribution to retail investors 
by a registered investment adviser may violate the new Marketing Rule under the Investment Advisers Act.  If you choose to 
utilize or cite material we recommend the citation, be presented in context, with similar footnotes in the material and 
appropriate sourcing to Aptus and/or any other author or source references. This is notwithstanding any considerations or 
customizations with regards to your operations, based on your own compliance process, and compliance review with the 
marketing rule effective November 4, 2022. 

Advisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with the Securities 
and Exchange Commission. Registration does not imply a certain level or skill or training. More information about the advisor, its 
investment strategies and objectives, is included in the firm’s Form ADV Part 2, which can be obtained, at no charge, by calling 
(251) 517-7198. Aptus Capital Advisors, LLC is headquartered in Fairhope, Alabama. ACA-2212-14. 
 
 


