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The Private Health Insurance Industry

» Australian healthcare spending has topped $160 billion
(2014/16)

* Growth in healthcare spending driven by; wealth effect,

ageing, rise of chronic disease, cost of new

technology, supply induced demand and moral hazard.

» Australian PHI growth drivers:

* Increasing wealth and favourable economic conditions

» Dissatisfaction with public system and rationing
+ Competition and investment in marketing and growth
+ Government “sticks and carrots”

Source: AIHW 2014/15 Health Expenditure Australia

Australia’s health expenditure continues to grow
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Key Business Strategies

2. Leverage capabilities and assets within the Group to pursue adjacent business opportunities.

3. Create competitive advantage across the Group through constant innovation, agility and cultural
alignment.




Australian Residents Health Insurance (arhi)

We continue to outperform industry policyholder growth
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for 50.1% of total industry growth for 1H17.

ovement a combination of systemic and tactical
e: nib and APRA



Multi-channel strategy

Continuing to expand our distribution reach
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Australian Residents Health Insurance (arhi)

Results to date and outlook

- arhi continues to deliver strong top line and earnings growth. arhi Premium Revenue ($m)
* 1H17 UOP result of $73.0 (441.2%) due to: 2,0000
« Successful ongoing execution of multi-channel growth LA R Bullirear
strategy. 1,500.0

* Benign claims environment, resulting in improved 1H17
gross margin by 220bps to 17.3%. 1,000.0
» Risk equalisation contribution of $87.4m (V¥ 7.2%).
*  Some headwinds associated with: e
* Weak market conditions
J b } .

* Normalisation of claims experience.
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arhi Underlying Operating Profit ($m)
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Non-arhi businesses

Contribution to Group UOP continues to grow

- .
>

marhi ®Adjacent Businesses

FY16 UOP

®marhi = Adjacent Businesses



International (inbound) health insurance (iihi)

Results to date and outlook
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iihi Underlying Operat

International inbound health insurance (iihi)

A large contributor to our non-arhi earnings has been our iihi segment
(international students and workers), with UOP up 146.3% in 1H17.

Significant increase in revenue and earnings within this segment
underpinned by ongoing growth and improved scale.

hanges to 457 visas are unhelpful, but impact expected to

k remains positive with strong customer growth (particularly
international students) and current market conditions

supporti‘c;ngoing strong margins.

rofit ($m)
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New Zealand m
Results to date and outlook
nib New Zealand

* A meaningful contributor to our non-arhi earnings with UOP up 39.7%
to $10.9m in 1H17.

» Business continues to perform in line with expectations — investment
in brand and growth paying off with DTC gaining traction with sales
through this channel up 24.5% on 1H16.

* Ongoing effort and focus on revenue and cost synergies.

NZ Operating Profit ($m)

200 ®mHalf Year (1H) ®Full Year (FY)

FY14 FY15 FY16 FY17
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* 1H13 a one month result with business acquired 30 November 2012



World Nomads Group

Results to date & outlook

* Business performing soundly under nib
ownership.

» 1H17 UOP of $3.1m (V 26.2%) reflects _
investment being made to expand
operations in new markesy;
negative impact of FX ——==
(impacting sales, particaTarTy
Soft domestic sales.

o~

* International markets growing strongly,
with both US and Canada stand outs.
Domestic sales have improved in recent
months with 2H17 forecast to be
stronger.

+ Effort to grow and expand business to
continue, particularly targeting
international markets, with level of
investment to impact UOP in near
term.

ng General Agent fees.

V own as itis a
 key performance metric of the business, noting GWP excludes othef N  Emergency Travel

303,938

Policyholder sales (Policies)

305,000

300,000

295,461
295,000

290,378

290,000

285,000

4AH152 1H16? 1H17
b

rating Income ($m)

B Gross Written Premium = Operating income

60.7
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Potential regulatory reform

Expect any PHI reforms and potential regulatory changes to be a net positive

» Redefinition of minimum cover and

introduction of Gold/Silver/Bronze. Health fllnds,
 Removal of second tier default benefits. hit liSt tO Save
* Further reductions to prostheses prices. Pu members $1 5bn
sh to .

« Private patients in public hospitals. NI = 7 e o o T e
cut costs BEETIE mEtEiE T

mm ot i committee on pri process was an-

* Improved value for rural consumers. P ek S5 o S s ik e o
f di cal e

- Deregulation of premium setting. o1me e et e e T
e SR T

qui ick fix”™ lurmendu-dwlﬂe the year in response to
ot ol 4] 5

devices

committee to recommend further  health insurance for Australian

EXCLUSIVE oo s families”
SEAN PARNELL lnnkﬂerloauthomyehalr- The Senate committee has
received i from key

sudtlmsmmbcdunun arcas, including insurers lobby

Health Minister Greg Hunt has the area of medical devices™ and Private Healthcare Australia and

called for fresh data on the cost of &k«l for moce nium-mn. pm(husimlyho'dylMedld

medical prostheses in public hos- of

pitals, signalling that the federal lhe private sector should be
consider  ad-

private
hospitals, argued the list played an
important role in the past but had
since become “a disaster for the
Australian consumer”, It
vents new entrants into the field,
minimises  competition,  stifles
innovation and is the reason that




Whitecoat

Tackling information asymmetry

» Whitecoat currently reaches 250,000 providers (mostly allied)
and 370,000 patient reviews.

* Rapidly expanding to include GPs and medical specialists. Semhforoverw?* ,

healthcare provide:
across 25 provider

» Entered agreement with BUPA and HBF to join platform.
Appointment of Cameron Clyne (Former NAB CEO) as
Chairman of Whitecoat.

» Allows insurer/payer to have deeper engagement and provide
insurer/payer specific information such as preferred clinical
providers and “no gap” arrangements.

whitecoat

* When fully developed will also include accredited clinical
performance information including self-reported patient outcomes.

« Additional near term opportunities to automate patient/provider
transactions such as fee payment and prescriptions.




Our focus

Above arhi system growth (target 4-5% pa) through
distribution strategy, price competitiveness, improved
retention and world class customer service.

» Grow adjacent non-arhi businesses to create further
enterprise value and diversify earnings.

* Deeper insights across the Group into consumer
behaviour, mitigating adverse selection and reducing
lapse especially via big data and analytics.

Achieve more “bang for buck” for policyholders and ease
um pressures through more sophisticated

cting with providers and risk management of high
olicyholders.

r develop and extend penetration of Whitecoat

| platform. Help consumers make better decisions

d treatment and choice of provider and transact with
ers. Thereby give consumers another reason to
PHI.
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