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The Cigna Group is making a strategic shift away from its legacy risk-bearing insurance business into a high-growth health services leader, 
leveraging its dominant Evernorth division and 2025 Medicare divesture to deliver superior earnings stability at an attractive valuation discount.

Executive Summary 

Executive Summary | Overview | Investment Thesis | Valuation | Risks
2

 $-

 $100.00

 $200.00

 $300.00

 $400.00

 $500.00

Jan-25 May-25 Sep-25 Jan-26

Price Target: $445.35

Price Target

Investment Thesis

Bull
(% Upside)

Base
(% Upside)

Bear
(% Upside)

Case PGM
PGM 

Weight
EMM 
Weight

Implied 
Share PriceEMM

$586.18
110%

$467.23
67%

$350.56
26%

50%

50%

50%

50%

50%

50%

$563.64
102%

$423.48
52%

$284.70
2%

$574.91
106%

$445.35
60%

$317.63
14%

Company Overview

1) Cigna’s exit from Medicare Advantage eliminates government-sponsored 
volatility and pivots the company toward stable, high-margin commercial and 
service revenue at an attractive valuation discount. 

2) The new rebate-free pharmacy model front-runs federal regulation to 
protect health service margins and secure long-term client loyalty.

3) Targeted rate hikes in corporate and stop-loss plans will drive medical 
margin recovery throughout 2026, outpacing more diversified peers.

Our $445.35 base case 
price target implies a 
~60% total return, 
while a 14% upside in 
the bear case provides 
a significant margin of  
safety at current 
valuation levels. This 
targets a fundamental 
re-rating as the market 
realizes Cigna’s 
superior earnings 
stability and high-
growth services profile.

Founded in 1982, The Cigna Group (NYSE: CI) is a leading 
global health company with approximately 182 million 
customer relationships. Cigna operates a diversified model 
that focuses on two primary growth platforms: Evernorth 
Health Services (pharmacy and specialty care) and Cigna 
Healthcare (medical insurance). Unlike peers, Cigna has 
pivoted to a service-led model, following the 2025 
divestiture of  its Medicare Advantage business to HCSC.



Overview of  the Managed Care Industry
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A Managed Care Organization (MCO) is responsible for reducing healthcare expenditure costs for patients within the U.S. Healthcare system, 
typically through offering health insurance services. Industry leaders are aggressively pivoting toward a 'capital-light' architecture, transitioning 
from traditional at-risk underwriting to a high-growth, fee-based model known as health services.

Market Landscape Headwinds & Tailwinds

Competitors

• Managed Care manages approximately 50% of  the $5.3 trillion U.S. healthcare 
expenditure. 

• Aging demographics and rising utilization are fundamental volume drivers; the 
U.S. senior population is projected to grow at a 1.8% CAGR through 2035, 
significantly increasing demand for Medicare and pharmacy services. 

• Biosimilar adoption and GLP-1 demand act as dual catalysts for volume; 
biosimilars are expected to save the U.S. system $375 billion over a decade, while 
surging weight-loss drug demand creates a high-volume revenue stream for 
pharmacy managers. 

• Extreme industry consolidation has created massive scale advantages; the top 
six MCOs now insure 52% of  the U.S. population, affording them immense 
negotiating power with hospitals and pharmaceutical manufacturers. 

• Medical Cost Ratios drastically affect profits, and changes in these ratios can 
significantly hurt or help a firm
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Company Overview

Executive Summary | Overview | Investment Thesis | Valuation | Risks

Business Description

• Headquarters: Bloomfield, Connecticut
• Industry: Managed Healthcare & Health Services
• Status: Public (NYSE: CI); S&P500 Component
• Fortune 500 Rank: #13
• Employees: 70,000+ worldwide
• Global Footprint: Sales capabilities in 30+ markets 
• Business Overview: Founded in 1982, The Cigna Group is a leading 

global health company with approximately 182 million customer 
relationships. Cigna operates a diversified model that focuses on two 
primary growth platforms: Evernorth Health Services (pharmacy and 
specialty care) and Cigna Healthcare (medical insurance). Unlike peers, 
Cigna has pivoted to a service-led model, following the 2025 divestiture 
of  its Medicare Advantage business to HCSC.

Stock Performance (1 Year)

Revenue Breakdown 

Pharmacy revenues

Premiums

Fees and other revenues

Management

David Cordani
(Chairman & 
CEO)

Led Cigna’s strategic transformation 
into a global health services leader; 
architect of  the Express Scripts 
acquisition.

Brian Evanko
(President & 
COO)

Elevated to COO in March 2025; 
previously served as CFO and CEO 
of  Cigna Healthcare. He oversees 
the alignment of  both Evernorth 
and Healthcare divisions.

 $200.00

 $250.00

 $300.00

 $350.00

4

Management 
projected margin 
pressure in 2026; 

stock dropped 20%



Segments Overview
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Evernorth Health ServicesCigna Healthcare

Cigna is comprised of  two main segments:
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• Core Function: This is the traditional insurance arm that bears 
actuarial risk. It collects monthly premiums from members and is 
responsible for paying their medical, dental, and behavioral health 
claims. It accounts for 40% of  total enterprise earnings. 

• U.S. Employer Focus: Cigna’s primary market is employer-sponsored 
plans for 37,000+ businesses. This includes "Administrative Services 
Only" (ASO) contracts, where Cigna manages the health plan for a fee 
while the employer pays the actual claims, significantly reducing Cigna's 
capital risk. 

• Strategic Portfolio De-Risking: Following the March 2025 sale of  its 
Medicare Advantage business to HCSC, this segment is now a "pure 
play" on the more stable commercial market, removing exposure to the 
government rate cuts and senior utilization spikes currently hurting 
competitors. 

• Stop-Loss Insurance: A high-value business that provides "insurance 
for the insurers," protecting self-insured employers from catastrophic, 
high-cost medical claims. This unit is currently undergoing a major 
margin recovery following 2025 repricing. 

• International Health: Delivers specialized insurance and travel 
support for globally mobile employees and intergovernmental 
organizations across 200+ countries, providing a geographical hedge 
against U.S. regulatory cycles.

• Core Function: Evernorth operates as a fee-based health services 
platform that manages healthcare spending for other insurers, 
employers, and government agencies. It generates approximately 60% 
of  enterprise earnings through administrative and dispensing fees 
rather than medical risk. 

• Pharmacy Benefit Management (Express Scripts): Acts as the 
intermediary in the drug supply chain. It creates lists of  covered drugs, 
manages retail pharmacy networks, and negotiates with drug 
manufacturers to secure lower net costs for its clients. 

• Specialty Pharmacy (Accredo): A high-margin unit that dispenses 
and manages complex, high-cost medications for chronic conditions 
like cancer and rare diseases. It is the primary beneficiary of  the 
industry shift toward biosimilars and GLP-1 weight-loss drugs. 

• Care Management (EviCore): Uses data analytics and AI to perform 
"utilization management," reviewing medical procedures and high-tech 
imaging to ensure they are clinically necessary before approval.

• Integrated Solutions (Shields): Following a $3.5 billion investment 
in 2025, this unit now partners with 80+ hospital systems to help them 
manage their own internal specialty pharmacies, expanding Evernorth's 
reach into direct medical-side administration.
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• Cigna is now a pure play on the high-value 
commercial and employer market following 
its 2025 exit from Medicare Advantage

• While unemployment is picking up toward 
4.5%-4.6%, the U.S. labor market is entering 
a “low-hiring, low firing” equilibrium which 
provides a stable premium environment 
for Cigna

• Wage growth is projected to converge to 
3.5%, supporting consistent premium 
increases without driving mass buy-downs

Macroeconomic Environment – Overall favorable conditions for Cigna
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• Like all insurers, Cigna holds massive 
premium reserves, known as float. U.S. 
investment yields are expected to rise to 
4.3% in 2026, acting as a direct tailwind for 
non-operating income

• Cigna maintains a disciplined debt-to-
capitalization ratio of  28.80% and earns 
an EBIT of  roughly 6.6x its interest 
expenses. This makes it highly resilient to a 
higher rate environment in the coming fiscal 
year

• The One Big Beautiful Bill Act (OBBBA) is 
the defining policy driver for 2026, 
threatening to cut 15 million people from 
government-insured rolls (Medicaid and 
ACA subsidies).

• Cigna is a unique safe haven in the sector 
because its March 2025 divestiture of  its 
Medicare Advantage and Part D 
businesses removed its exposure to these 
specific uncertainties, while its peers will 
struggle
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Cigna’s exit from Medicare Advantage eliminates government-sponsored volatility and pivots the company toward stable, high-margin 
commercial and service revenue.

Cigna’s Strategic De-Risking Eliminates Portfolio Volatility
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The Medicare Advantage (MA) Exit as a Shield 

Move to "Fee-Based" from "Spread-Based" Earnings 

Focus on the Commercial "Pure Play" 

Capital Deployment Strategy 

Cigna's move out of  most individual Medicare Advantage 
removes the risk of  government reimbursement cuts 
(CMS rate pressure), high medical cost inflation, and volatile 
utilization from aging populations.

This provides them with more visibility in cash flows, 
and significantly less government pricing risk compared 
to their competitors.

Cigna's current positioning of  the majority of  its profits now 
coming from fee-based businesses presents several advantages 
over traditional spread-based insurance models. 

This includes more predictable margins, lower balance-sheet 
risk, lower capital requirements, and a business model that 
has low sensitivity to medical cost spikes.

Cigna's focus on providing insurance for large employers 
provides significant advantages over those of  traditional broad 
government-dependent insurers.

The administrative services only agreements many employers 
choose reduces risk significantly as it transfers medical risk to 
employers and allows revenue to be driven by membership 
volume and service fees. It also allows higher retention due to 
the complexities of  switching providers for employers.

Cigna's current capital deployment toward expanding the 
services-driven, lower-risk business model that has proved 
effective so far has come in the form of  further 
acquisitions of  healthcare services platforms.

In parallel, Cigna has returned excess capital to shareholders 
through share repurchase programs, supporting EPS 
growth and enhance shareholder value without 
sacrificing strategic flexibility.
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Medicare Advantage Rate Freeze: De-risking in Action
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The new rebate-free pharmacy model front-runs federal regulation to protect health service margins and secure long-term client loyalty.

Policy Alignment Reduces Downside Risk, Not Upside Optionality 
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Cigna is also intentionally moving away from government profit tools.
• CMS rate compression
• Star Ratings volatility
• Politically driven reimbursement resets
• Remaining portfolio is concentrated in employer-sponsored and services-based revenue, where 

pricing is contractual rather than legislated
In doing so they have lowered its exposure to binary policy outcomes that continue to pressure peers.

Transparent, Rebate-Free Pharmacy Economics Pre-Empt Regulatory Risk
• Rebate-free / cost-plus pricing directly addresses the core targets of  PBM regulation:

• Opaque rebates
• Misaligned incentives
• Member out-of-pocket inflation

• Transition may pressure near-term margins, but materially lowers the probability of  forced, 
adverse regulatory intervention

Capital-Light Services Model Aligns with Policy Preference for Stability
• Evernorth’s growth is increasingly driven by:

• Administrative fees
• Specialty pharmacy services
• Utilization and care management

• Less balance sheet risk, less medical cost volatility, and lower systemic importance relative to risk-
bearing insurance models

Market Is Pricing Cigna Like a High-Beta Regulatory 
Asset
• Current valuation reflects:
• Fear of  PBM disruption
• Fear of  policy intervention
• Fear of  earnings impairment

But Cigna’s actions materially reduce the likelihood of  those 
outcomes relative to peers

Frontrunning Regulatory Pressures Why is the market mispricing Cigna?

12.3x

20.4x

Cigna Peer Average

Valuation Gap Highlights Re-Rating Opportunity

LTM P/E Ratios
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Medical Cost Ratios

Source: Morningstar

• Medical Cost Ratios measure medical claims as a % of  
premiums. Lower ratios drive higher margins.

• Sector-wide profits are currently under pressure as 
medical utilization - mainly among seniors – continues 
to outpace government reimbursement rates

• This has been pushing MCRs more than 300 
basis points above their historical averages
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Cigna’s Edge

Of  the big six MCOs, Cigna has 
maintained the lowest MCR by a good 
margin, primarily due to their shift to a 

more commercial model

• MCOs are working on normalizing these ratios by 
making 3 specific changes:

• Exiting unprofitable geographic regions
• Aggressively redesigning benefits
• Initiating premium hikes

• Cigna is significantly better at managing these ratios 
than their competitors

• While the industry-wide loss ratio surged to 91.8% in 
Q3 2025, Cigna’s shift to a more commercial model has 
allowed it to maintain a far lower and more predictable 
MCR of  84.8%

• Their low ratio is also due managements intuition when 
it comes to frontrunning uncertainties such as the 
above average utilization in the last 2 years.

• They have already filed substantial hikes in 2026, 
notably 40% in Georgia and 30% in Indiana

• These hikes are designed to restore loss ratios to 
target levels 

• Additionally, through bundling medical, pharmacy, and 
behavioral care on a single platform, Cigna is able to 
save its clients $148 annually.

• This also gives them a more unified visibility 
when identifying high-cost risks earlier on, 
compared to their unbundled peers. It helps 
them sustain their MCR stability.  

40%

30%
26% 25% 23%

Georgia Indiana Colorado Washington Virginia

Significant 2026 rate hikes to offset 
utilization spikes.

% Premium hike

% Savings for Cigna/Customers

48%

35%

29%

2024A 2025E 2026P

100% stop-loss repricing in early 2025 
drives significant 2026 margin inflection.

% Clients exceeding stop-loss limits



Bear Case Valuation (Minimized Upside; Lacking Downside)
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The bear case assumes that aggressive 2026 premium rate hikes fail to offset persistent medical utilization and that a PBM margin reset, 
caused by lower-margin contract renewals for major clients, leads to a multi-year earnings trough.
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Base Case Valuation
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The base case assumes that successful 2026 repricing levers effectively normalize medical margins while robust expansion in specialty 
pharmacy services offsets the PBM margin reset, keeping the company aligned with its long-term 10 to 13 percent earnings growth target.
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Valuation Multiples Among Peer Group
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Method Implied Share Price

Target Price: $445.35Current Price: $270.96



Risks & Mitigations
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Risks Mitigations
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PBM Pricing Reform Compresses Evernorth Margins- Structural PBM 
reform (rebate elimination, transparency mandates, pass-through pricing) could 
compress Evernorth’s margins and reduce reported earnings power, leading to 
sustained multiple compression.

Elevated Medical Cost Trend & Stop-Loss Volatility
Higher-than-expected medical utilization and stop-loss claims volatility can 
pressure near-term margins and create earnings unpredictability, particularly in 
the commercial employer segment.

Client Concentration & Contract Repricing Risk
Large enterprise employer and PBM clients represent meaningful revenue 
concentration; pricing resets or client losses could pressure revenue growth 
and sentiment.

Regulatory & Political Overhang on U.S. Healthcare
Ongoing political scrutiny of  drug pricing, insurers, and PBMs creates headline 
risk, regulatory uncertainty, and valuation overhang across the managed-care 
sector.

Evernorth’s economics are not rebate-dependent; value is increasingly 
derived from administrative fees, specialty pharmacy scale, utilization 
management, and cash-flow control. As PBM pricing shifts to transparent 
fees, weaker PBMs lose economic viability while scaled platforms like 
Evernorth retain pricing power through integrated services.

Cigna’s business mix is structurally insulated: the majority of  commercial 
clients are self-insured (ASO), limiting balance-sheet risk. Integrated care 
management tools (eviCore, specialty pharmacy controls, prior authorization) 
directly influence utilization trends, while stop-loss volatility is cyclical rather 
than structural and historically mean-reverting.

Client retention is reinforced by operational complexity rather than pricing 
alone. Evernorth embeds itself  across claims administration, specialty 
pharmacy, utilization management, and data infrastructure, making switching 
costs operationally inefficient. In a reforming PBM landscape, large employers 
increasingly prioritize platform stability and execution gurantee over marginal 
pricing differences.

Cigna has proactively de-risked its regulatory exposure by exiting Medicare 
Advantage and repositioning toward employer-sponsored and services-based 
revenue. Evernorth’s role as an infrastructure provider aligns with regulatory 
objectives of  cost transparency and utilization control, reducing binary 
regulatory downside relative to peers with heavier government exposure and 
dependency. 



Portfolio Allocation and Hold Recommendation
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Portfolio Allocation Holding Period

17

0.0x
5.0x
10.0x
15.0x
20.0x
25.0x
30.0x
35.0x

 $-

 $100

 $200

 $300

 $400

Price LTM P/E

We Recommend a 3-5 year holding period to take advantage of  the 
current transitionary window before the market re-rates to the multiples 
of  pure-play service providers like McKesson. 

The compression of  Cigna’s last twelve-month P/E ratio reflects heightened 
regulatory and concerns about its PBM business rather than proportional 
deterioration in earnings power.

This position should be reassessed if  Evernorth operating margin declines 
>300–400 bps from 2024 baseline and/or PBM revenue grows but operating 
income falls. These conditions would indicate margin compression from the 
new PBM models and point towards our bear case valuation. 

Multiples expansion from Cigna’s shift away from Medicare Advantage is 
likely to be seen around 2027 after margin stability is proved and later 

Given our portfolio’s existing concentration in mega-cap tech and growth 
stocks, Cigna would be a much-needed diversification as the first healthcare 
stock in the portfolio for this year. 

The portfolio’s holdings in the Schwab U.S. Treasury Money Fund and in cash 
are failing to keep ace with the broader market/inflation. 

A larger holding in Cigna would offset the volatility of  some of  the 
portfolio’s smaller more aggressive holdings like IBIT and NU by adding an 
asset with much lower risk profile that already generates massive fee-based 
cash flow currently.  

I recommend around a 10% portfolio allocation towards Cigna (CI), or 
142 shares at current market price (Cost basis of  $38,352) purchased 
with a combination liquidated holdings in SNSXX and existing cash 
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Historic Valuations
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Comparable Companies Analysis

Commentary

• Cigna trades at a significant discount compared to its peer group, with a P/E multiple of  12.3x, as 
opposed to its peer group average multiple of  20.4x

• This is largely due to management indicating that its PBM segment will face margin pressure in 
2026, but our intrinsic valuation models highlight that this has been priced in while a multiples 
increase to the services peer group (Mckesson, IQVIA) justified by the Evernorth shift has not. 

• Using the average P/E multiple of  its peer group, Cigna’s implied price per share comes out to 
$463.68, representing a 66.1% upside

• On the other hand, using the average EV/EBIT multiple yields us an implied price per share of  
$425.01, representing a 52.3% upside
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Bull Case Valuation
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The bull case assumes that surging volume in specialty pharmacy and GLP-1 therapies drives double-digit earnings growth, while successful 
medical margin normalization triggers a significant market re-rating toward historical multiples.



Sensitivity Analysis
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Income Statement – Base Case
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Income Statement – Bull Case
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Income Statement – Bear Case

25



Balance Sheet - Base
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Cash Flow Statement - Base
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Schedules
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Working Capital Assumptions
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