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Overview 

• We expect the Aetna-Humana merger deal will be terminated by February 15, which is the 
deadline date for the deal. We would view any sell-off in the stock as a buying opportunity. 

• As evidence for the likely termination of the deal we point to these factors: 
o U.S. District Court judge has ruled against the deal on antitrust grounds. 
o Aetna said on its January 31 earnings call that its 2017 guidance calls for resumption of 

stock buybacks, which it had suspended in 2016 due to the pending merger with 
Humana. 

o Humana itself will hold a call on February 16 that it will present 2017 guidance as a 
standalone company. 

• The following are the growth drivers for Aetna’s earnings.  
o Reduction in losses as Aetna largely withdraws from participation in ACA-exchange 

markets in 2017.  It expects to reduce its membership in individual ACA-exchange plans 
to 240,000 by end of 1Q17 from 965,000 at end 2016. It lost more than $500 million on 
these individual plans and could reduce losses to less than $50 million. 

o Organic growth in Medicare Advantage and Medicaid businesses. 
o Smaller M&A deals to acquire additional territories in Medicare Advantage.  

• We think Medicare will continue to be an attractive market for insurers.  
o Demographics of aging population – Baby Boomers are moving to retirement age. 
o Federal government policy is moving to greater privatization of Medicare. House 

Speaker Paul Ryan has called for Medicare to be increasingly privatized through 
government-sponsored vouchers to Medicare Advantage programs. This creates growth 
opportunities for companies that offer the programs, which includes UnitedHealth and 
Humana, among the stocks we cover, as well as Aetna. 
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opinions expressed in this Note are subject to change pending further analysis. This Note is produced and 
copyrighted by Argus Research Co., and any unauthorized use, duplication, redistribution or disclosure is 
prohibited by law and can result in prosecution. The opinions and information contained herein have been 
obtained or derived from sources believed to be reliable, but Argus makes no representation as to their 
timeliness, accuracy or completeness or for their fitness for any particular purpose. This Note is not an 
offer to sell or a solicitation of an offer to buy any security. The information presented in this Note is for 
general information only and does not specifically address individual investment objectives, financial 
situations or the particular needs of any specific person who may receive this Note. Investing in any 
security or investment strategies discussed may not be suitable for you and it is recommended that you 
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tax advice. Argus may issue or may have issued other reports that are inconsistent with or may reach 
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registered broker dealer and does not have investment banking operations. Argus shall accept no liability 
for any loss arising from the use of this report, nor shall Argus treat all recipients of this report as 
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and/or affiliates may have positions in stocks discussed in this report. No Argus officers, employees, agents 
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