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KEY BUSINESS STRATEGIES nib

Personalisation

Harness data science to “personalise” our relationship with members and become a “health partner” as a means of
enhancing the value proposition, differentiating nib in the market and better influencing costs and affordability.

Grow the core

Target organic arhi growth between 3-4% pa with appropriate brand and acquisition investment, risk selection, product and
channel diversification and enhancing the value proposition. Consider and pursue M&A as opportunities present.

Economies of scope

Leverage Group assets and capabilities to pursue adjacent business opportunities, grow enterprise value and diversify
risk. Amplify investment in growing international workers and students, New Zealand and travel insurance businesses and
execute new opportunities.

____F ———= =
Racing the Red Queen

Create competitive advantage across the Group through constant innovation, technology, agility, comprehending risk and
cultural alignment.




PHI AND PERSONALISED HEALTHCARE

=

Data science, Artificial Intelligence (Al) and the

Internet of Things (I0T) make for a profound shift in how
we think about healthcare and the PHI value

proposition especially through deep insight and
personalisation.

PHI is well placed to lead this shift. PHI has member
and provider relationship, access to data and the

scale to invest in aggregating and interpreting data.

Data science and personalisation will inform and guide:
* Level and nature of financial protection

* Improved health literacy and behaviour

* Disease prediction, prevention and management

« Better choice of treatment and clinician
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PROJECT JANE ni

Financial Protection

- - e Health insurance ¢ Travel insurance
COﬂﬂeCtIVIty » Critical illness insurance + Health savings products Empowerment

Stuff that predicts, prevents and fixes Stuff that helps me engage and decide

Hospital accommodation
. _ VALU E PROPOSITION _ “Real time” health dashboard and medical adherence

Medical specialists/surgeons

General Practitioners ) Latest science on relevant conditions and treatment
Distributed care settings Doctor/provider choice architecture

Diagnostics (High St and home) (Cost, PREMs, PROMs volume, clinical quality)
Care co-ordinators Automated search, booking, referral, payment
Health management programs Virtual communities of interest

Rehab and treatment in home Health coaches/apps/rewards

Telemedicine

Understanding individual needs for the purpose of financial
protection, health risk management and treatment via data
analytics, Al and 10T

DATASETS

Epidehiology Health Risk Assessment HospitaI‘CIaims Diagnostic devices Ancillary‘ Claims Genome Séquencing
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Grow the core



POSITIVES

Australia needs more private healthcare financing

PREMIUM REVENUE ($m)
not less.

CAGR 8.89%

nib’s top line and UOP are growing.

Claims inflation is low and utilisation management
improving.

There are real opportunities to enhance value A 26 RIS ARy

proposition via personalisation and digital

CLAIMS INFLATION (%)*
engagement.

8.0%

. X 7.0%
Supportive Government policy. 600/2

5.0%
4.0% = |ndustry

GU Health acquisition going to plan. _
3.0% e D

2.0%
Some signs of industry appetite for consolidation. 1.0%

0.0%
Dec-12 Dec-13 Dec-14 Dec-15 Dec-16

*Rolling 12 month change in total benefits per person.
Source: APRA and nib.




CHALLENGES

Low PHI market growth.
High salience around premium increases and “out-of-pocket” expense.

Populist political policy. The potential 2 x 2% cap and impact upon margins.

Ongoing evidence of avoidable hospitalisation, unwarranted treatment and cost variation.

ACCC action.

Possible need to retain more prudential capital.

nib




POSSIBLE PRUDENTIAL CAPITAL CHANGES

e Current internal capital targets and capital levels fully meet APRA expectations. PHI capital standards were
last reviewed by PHIAC in 2014. APRA has openly stated it sees no pressing need for modifications at this
stagel.

* APRA has indicated a review of capital standards may occur in late 2018 or 2019 with appropriate time for
consultation and transition. We anticipate any revised standards would be in place from 1 July 2020 (FY21)
at the earliest.

* Business continues to generate material organic capital, in addition to potential capital to be released
following the GU Health acquisition. We are mindful any review of PHI capital standards may result in
greater harmonisation with other APRA-regulated. To bridge any shortfall and allow for additional internal
targets there are a range of levers available to us including (but not limited to):

» Capital accumulation in the ordinary course of business
» Dividend reinvestment

* Replace some current senior debt with subordinated debt (Tier 2 capital)

1. http:/lwww.apra.gov.au/Speeches/Documents/Speech%207022018%20Health%20Insurer%20Heal%20Thyself. pdf




OUTLOOK GENERALLY REMAINS POSITIVE

: % " 3 : 5 - . . .

Organic growth 3-4% with ongoing investment and creativity.

FY18 arhi net margin 5-6%. i,*

Personalisation strategy has enormous potential.

— -
\ b

Long term public/private partnerships.
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nib NEW ZEALAND nib

b O Positive

NZ needs more private healthcare financing not less.
. Top line and UOP growth.
‘  Management systems improving.
e Population health opportunities.
e Latitude to experiment.

Not so positive

* Negligible system growth.
» High claims inflation (circa 6%).

PREMIUM REVENUE ($m)* NET MARGIN (%)

CAGR 12. 71 %

FY13 FY14 FY15 FY16 FY14 FY15

nib New Zealand acquired November 2012 with FY13 a seven month result.




INTERNATIONAL WORKERS AND STUDENTS nib
PR . . . ,

0 Positive ] O Not so positive
-

e Price competition.

¢ Ongoing demand for international workers and

students.
e Strong profit margins. ,
* Global expansion via NISS platform. s

PREMIUM REVENUE ($m) NET MARGIN (%)

AR 232"

FY14 FY15 FY16 FY14 FY15




nib TRAVEL (née WORLD NOMADS GROUP) nib

e

Positive Not so positive

* No shortage of competition.

P Sl eblilelE e LS e Risk associated with overseas expansion.

e Growing international sales and value chain expansion.
e Business integration completed.

GROSS WRITTEN PREMIUM ($m)*
CAGR 5.51% 131.8
123.2
- .

m International

Australia

Fyl14 FY15

‘World Nomads Group acquired July 2015.



CHINESE JOINT VENTURE nib

Positive . ASLY
q ’A\
X\

Government encouraging healthcare and private insurance.
Strong working relationship with Tasly.

License application near submission.

Imminent appointment of CEO.

Target the Sichuan Province (population approx. 100 million),

using medical big data. § Beumsoo
¥ Tianjin

China

Not so positive | chongau§

Tyranny of distance and usual cultural barriers.




OUTLOOK FOR ADJACENT BUSINESSES
: e, "

Domestic New Zealand health insurance markets remain "soft" with strong competition
creating sales, lapse and downgrading pressures. Expecting improved conditions in FY19
and beyond.

Growing demand for international students and workers health insurance both
domestically and internationally.

There are very significant opportunities for us in both the domestic and international
travel insurance market. The longer term outlook is highly attractive.

First Chinese policy sales by end of 2018 (target).

Aim to achieve 50% of UOP.
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"' Project Jane

Y  New digital member ecosystem (incl. Whitecoat platform)

First Choice Provider Network

Q Life insurance

16



GUIDANCE

($m) FY18 (Guidance)
Statutory operating profit $148.7 e FY18 UOP expected to be at least $165
One-off transactions and M&A costs 9.0 million (statutory operating profit at
One-off transactions? 5.7 least $148 million).
M&A costs &
Amortisation of acquired intangibles 73 e FY18 investment returns in line with
Amortisation of acquired intangibles (IMAN) 0.8 litennallbENCmarks:
Amortisation of acquired intangibles (NZ) 3.6
Amortisation of acquired intangibles (WNG) 2.2 e Ordinary dividend pay-out ratio 60-70%
Amortisation of acquired intangibles (GU) 0.7 e Tl e NIRRT
UOP $165.0

1. One-off transactions include integration of acquired business, establishment of business costs as well as
extraordinary legal fees.

i
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