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Medicare News 2026- Insights from Abacus Insurance, Inc.

The reason Medicare Advantage (MA) plans are undergoing such dramatic changes in 2026 comes down to a mix of new federal policies, reimbursement formula revisions, inflation and health-care cost increases, and changes in insurer profitability. These shifts are forcing major carriers like UnitedHealth Group, Humana, Aetna, and others to restructure offerings, exit less profitable areas, and narrow benefits. Here’s why that’s happening and what it means: 

🏛 1. Major Policy Shifts and New CMS Rules

· In April 2025, Centers for Medicare & Medicaid Services (CMS) finalized a sweeping overhaul of MA and Part D rules for 2026. These include:

· Risk-adjustment changes: CMS is finalizing a three-year phase-in of updates to how insurers are paid, adjusting for patient health status and reducing costs attributed to medical education.
· Benefit restrictions: New rules ban non-health-related perks (such as utility bill credits) from being offered as part of Special Supplemental Benefits for the Chronically Ill (SSBCI), and many plans will trim or drop non-medical perks (health food, transportation) entirely.
· Prior authorization requirements: Six states will require prior authorization for some services under Original Medicare, influencing MA plans to narrow coverage or tighten utilization controls.




These regulatory changes are intended to curb “waste, fraud, and abuse,” streamline care, and standardize coverage, but they force insurers to rework plan packaging, reduce perks, and tighten networks. 

💸 2. Drastically Lower Reimbursements and Payment Cuts

· Payments to Medicare Advantage plans will grow by about 5 % in 2026, but that’s still 20 % below what CMS paid in 2023. Insurers were counting on strong growth that didn’t materialize, shrinking profit margins significantly.
· The reduction in federal support, combined with higher medical inflation, hospital costs, and utilization, means many plans—especially PPOs—are no longer financially viable, prompting insurers to cut hundreds of plans or exit markets entirely.  
· For example, UnitedHealth plans to drop over 100 plans in 109 U.S. counties, Humana will withdraw from multiple state markets, and Aetna is shutting down nearly 90 plans in 34 states.  

📉 3. Rising Costs and Higher Patient Out-of-Pocket Expenses

· Even though many plans will offer $0 premiums, out-of-pocket maximums are rising sharply—from $5,400 in 2025 to $5,900 in 2026, a nearly 10 % increase.
· Many plans have eliminated or reduced optional extras like nutrition services and OTC benefits, shifting focus to core medical and drug coverage.
· Patients may face higher costs for Part D drugs due to formulary changes and cost-sharing redesigns under the Inflation Reduction Act.  





These changes can increase annual costs for beneficiaries, even when monthly premiums appear stable or declining.


🏥 4. Strategic Shifts by Major Insurers

· Insurance giants are refocusing on narrower-network HMOs over broad PPO models, which offer better cost control but less flexible provider access.
· Some are cutting commissions to brokers, making certain plans less available and slowing growth.
· Providers (especially dental and specialty networks) report reduced participation contracts, further reducing choice. 
📊 5. Broader Political and Economic Influences

•	New funding pressures, such as projected Medicare savings tied to the       
         One Big Beautiful Bill Act, have raised the risk of future cuts, 
         prompting insurers to adopt more conservative strategies.

•	The industry is also responding to increased government scrutiny over 
          high MA costs — the Medicare Payment Advisory Commission 
          estimates that MA costs ~$84 billion more annually than traditional 
          Medicare when adjusted for risk.  
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