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Un-American   

The fund rose by 5.3%* in February, whilst the MSCI World Index rose by 3.0%*. Since inception the fund is 

up 28.3%*, whilst the MSCI World Index is up 27.2%*. We fully expect and recommend that unitholders 

judge our performance over a period of five years or more.  

Last November the fund began to accumulate a holding in United Health Group (UNH) up to a 3% position by the end of 

January.  The share price fell -10% in February against +3% for the S&P.  It is worth discussing our investment rationale, the 

proximate cause for the share price decline, and what action we intend to take.  

UnitedHealth Group is a US-centric medical insurance company.  There are two key strands to the investment thesis.  The first 

is the underappreciated increased predictability of the industry from the introduction of ‘Medical Loss Ratios’ (MLR) under 

Obamacare.  MLRs limit the profitability of the insurers on an annual basis which serves to promote price discipline and market 

share stability owing to inability to recoup profit shortfalls from a price war the following year. This reduction in the temptation 

to play the suboptimal outcome of prisoners’ dilemma renders American medical unusual within worldwide insurance 

markets.  The second strand is more subtle, relating to the interlinkages between the insurance industry and UnitedHealth’s 

consulting business, Optum.  Their unique data assets, uniquely positioned ahead of competitors with a two decade head 

start, offer empirical solutions for administering national expenditure and driving the shift towards value-based treatment 

systems.  Arguably, Optum occupies a position within American healthcare analogous to that of Visa/Mastercard within the 

financial system.  

So much for UnitedHealth the company.  UNH the stock has been weak as markets begin to look towards the 2020 presidential 

election and the heightened political debate around healthcare reform.  Specifically, there is open discussion of ‘Medicare for 

All’, which in some forms is equivalent to single-payer, socialised medicine. As such, this represents a near-existential risk to 

UnitedHealth.  However, the hurdles for implementation are almost insurmountably high and, in acknowledgement, opinion 

within the Democratic party is split on the issue.  Culturally, Americans ascribe to Ruskin’s ‘Common Law of Business Balance’ 

– “It's unwise to pay too much, but it's worse to pay too little” – and react viscerally to suggestions of European-style rationing.  

Moreover, anything less than perfect implementation offers the prospect of medical insurance companies and particularly 

Optum expanding revenues and becoming more, not less, entrenched within the system.  

UNH is offered at 15.5x P/FCF, a discount to the market, with management credible targeting 13-16% earnings 

growth over the next decade under the regulatory status quo.  We started to add gently to position in late February 

due to the good value it represented and will likely continue to do so on any further weakness. 

 

 

*Source: Bloomberg, I USD share class, Net of fees. The inception date of the fund was 21st November 2016  
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Key Risks  

The value of an investment and any income from it can go down as well as up and can fluctuate in response to changes in 

currency and exchange rates. Investors may not get back the original amount invested.  

The Fund Invests in emerging markets, these markets may be volatile and carry higher risk than developed markets.  

The Fund invests in a small portfolio of securities. Losses from a single investment may be more detrimental to the overall 

performance than if a larger number of investments were made.  
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The Fund uses derivatives; these can be complex and highly volatile. This means in unusual market conditions the Fund may suffer 

significant losses. In unusual market conditions, the Fund may have difficulty selling its investments, which may cause it to suffer 

losses, defer redemption payments or suspend dealing in shares.  

Investors’ attention is drawn to the specific risk factors set out in the fund’s share class key investor information document 

(“KIID”) and Prospectus. Investors should read these in full before investing.   

  

Important Information  

Except where stated as otherwise, the source of all information is Aviva Investors Global Services Limited (“Aviva Investors”) as at 

28 February 2019. Unless stated otherwise any opinions expressed are those of Aviva Investors. They should not be viewed as 

indicating any guarantee of return from an investment managed by Aviva Investors nor as advice of any nature.   

Past performance is not a guide to future performance.   

The Prospectus and Key Investor Information Document (KIID), are available, together with the Report and Accounts of the SICAV, 

free of charge from Aviva Investors Luxembourg, 2 rue du Fort Bourbon 1st Floor.L-1249 Luxembourg, Grand Duchy of Luxembourg 

R.C.S. Luxembourg B25708, Aviva Investors, St Helen’s, 1 Undershaft, London EC3P 3DQ The Prospectus is available in English and 

German. Where a sub fund of the SICAV is registered for public distribution in a jurisdiction, a KIID in the official language of that 

jurisdiction will be available.  

Issued by Aviva Investors Global Services Limited, the Investment Manager to the Fund registered in England No. 1151805.  

Registered Office: St Helens, 1 Undershaft, London, EC3P 3DQ.  Authorised and regulated by the Financial Conduct Authority (Firm  

Reference No. 1191780).  
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