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Under pressure from rising costs and policy uncertainty, US health insurers continue to face a challenging
near-term outlook. Yet, with many headwinds likely temporary, opportunities are emerging for long-term
investors. Through its scale, diversified growth, and improving cost control, Elevance is well placed to navigate
the complexity and return to sustainable growth.

US health insurers are navigating a storm of negative sentiment, weak margins, and political headwinds.
Consumers remain frustrated with high premiums, yet earnings are under pressure as utilization and medical
costs outpace rate increases. A political push to reshape subsidized plans adds further uncertainty.

Government programs have been the primary source of disruption as post-COVID premiums have not kept
up with rising utilisation and evolving risk pools. Medicare Advantage was hit first as unfavourable risk
adjustments and rate changes coincided with rising competition. Utilisation rose, and margins collapsed.
Medicaid followed when eligibility checks resumed in 2023. Coverage lapses skewed to healthier members,
leaving a sicker insured pool behind. ACA (Affordable Care Act) Exchanges face similar challenges, with
administrative hurdles and rising costs destabilising risk pools, while demand is being pulled forward ahead
of the expiration of expanded subsidies. Legislative changes and subsidy expirations are likely to cause further
deterioration in Medicaid and ACA Exchanges into next year.

Despite these near-term challenges, history suggests that periods of political uncertainty create attractive
buying opportunities for health insurers. While reform is needed in the US healthcare system, insurers
remain part of the solution. They pool and price risk, reduce administrative burdens, and increasingly manage
patient journeys to enhance outcomes at lower costs. Competition will rationalise, premiums will catch up
with costs, and margins will normalise. Positive signs are already emerging: Medicare Advantage rates are
recovering, states are adjusting Medicaid reimbursement models for acuity shifts, and insurers are exiting
over-competitive markets.

Within this complex landscape, Elevance is well placed for long-term success. As one of the largest health
insurers in the US, Elevance leverages its underlying brands and scale to create a virtuous cycle for service
providers and customers, keeping rates and benefit options competitive. Diversification into government
sponsored policies offers acyclical growth opportunities, while a growing services business enhances
monetization of its insured pool and other health plans across the US. These services are skewed to value-
based rather than volume-based arrangements, enabling better outcomes at lower costs.

Combined with favourable capital allocation, Elevance is well-placed to return to its growth algorithm of >12%
EPS growth. Currently trading at a depressed valuation on a low earnings base, Elevance offers compelling
risk-reward for investors seeking a quality business at a reasonable price.
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NORTHSTAR

CIS DISCLOSURES

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager of
the Boutique Collective Investments Scheme, approved in terms of the Collective
Investments Schemes Control Act, No 45 of 2002 and is a full member of the
Association for Savings and Investment SA.

Collective Investment Schemes in securities are generally medium to long term
investments. The value of participatory interests may go up or down and past
performance is not necessarily an indication of future performance. The Manager
does not guarantee the capital or the return of a portfolio. Collective Investments are
traded at ruling prices and can engage in borrowing and scrip lending. A schedule of
fees, charges and maximum commissions is available on request. BCI reserves the
right to close the portfolio to new investors and reopen certain portfolios from time
to time in order to manage them more efficiently. Additional information, including
application forms, annual or quarterly reports can be obtained from BCl, free of
charge. Performance fees will be calculated and accrued on a daily basis based upon
the daily outperformance, in excess of the benchmark, multiplied by the share rate
and paid over to the manager monthly.

Performance figures quoted for the portfolio is from Morningstar, as at the date of
this document for a lump sum investment, using NAV-NAV with income reinvested
and do not take any upfront manager’s charge into account. Income distributions
are declared on the ex-dividend date. Actual investment performance will differ
based on the initial fees charge applicable, the actual investment date, the date of
reinvestment and dividend withholding tax.

Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility for the
third party named portfolio.

Although reasonable steps have been taken to ensure the validity and accuracy of
the information in this document, BCl does not accept any responsibility for any
claim, damages, loss or expense, however it arises, out of or in connection with the
information in this document, whether by a client, investor or intermediary. This
document should not be seen as an offer to purchase any specific product and is
not to be construed as advice or guidance in any form whatsoever. Investors are
encouraged to obtain independent professional investment and taxation advice

before investing with or in any of BCl/the Manager’s products.

Income funds derive their income from interest-bearing instruments in accordance

with Section 100(2) of the Act. The yield is a current yield and is calculated daily.

A feeder fund is a portfolio that invests in a single portfolio of collective investment
schemes, which levies its own charges and which could result in a higher fee structure

for the feeder fund.

THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT, 2002

Northstar Asset Management Proprietary Limited is an authorised financial services
provider in terms of the Financial Advisory and Intermediary Services Act 2002. All
information contained in this document should not be construed, or relied upon, as
advice. If you require financial and/or investment advice, please engage the services

of an independent financial adviser.

INFORMATION AND CONTENT

The information and content (collectively 'information') accessible in this document
are provided by Northstar as general information about the company and its
products and services. Northstar does not guarantee the suitability or potential value
of any information or particular investment source. Any information in this document
is not intended nor does it constitute financial, tax, legal, investment, or other advice.
Nothing contained in any service or any other content in this document constitutes a
solicitation, recommendation, endorsement or offer by Northstar. Nothing contained
in any service or any other content in this document constitutes a solicitation,
recommendation, endorsement or offer by Northstar. Illustrations, forecasts or
hypothetical data are not guaranteed and are provided for illustrative purposes
only; returns or benefits are dependent on the performance of underlying assets or
other variable market factors; there are risks involved in buying or selling a financial
product; past performances are not necessarily indicative of future performances;

and no guarantees are provided.

NORTHSTAR ASSET MANAGEMENT

Northstar Asset Management (Pty) Ltd

Registration No. 1996/001423/07 | FSP number 601

Suite 1A, Madison Place, Alphen Office Park, Constantia Road,
Constantia PostNet Suite #784, Private Bag X16, Constantia 7848
Tel +27 (0)21 810 8400 | Fax +27 (0)21 794 2885

info@northstar.co.za | www.northstar.co.za

DISCLAIMER

The Management of portfolios is outsourced to Northstar Asset Management
(Pty) Ltd, (FSP) Licence No. 601, an Authorised Financial Services Provider under
the Financial Advisory and Intermediary Services Act, 2002. This information is not
advice, as defined in the Financial Advisory and Intermediary Services Act (No. 37 of
2002). Please be advised that there may be representatives acting under supervision.
The manager retains full legal responsibility for the co-named portfolios. Legal

Information http://northstar.co.za/page/legal-information/



