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Source: AIHW 2014 Health Expenditure Australia

Key investment thesis for private healthcare 

Australia’s health expenditure continues to grow Government cannot sustain its relative share
Commonwealth spending
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PHI is “riding the back” of this growth and cost shift with 
nib consistently doing better

Policyholder growth (cumulative)

Source: APRA and nib
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But the market has softened and is skewing towards 
older “customers”

Industry ‘hospital persons’ growth

Source: APRA

Australian real GDP (annualised growth 10 yr average)

Source: ABS; via CP economics
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And “out of pocket” is actually growing faster than PHI

(%)
($b)

Individual health expenditure 
LHS – Total individual expenditure ($b), RHS - Proportion (%) of total health expenditure 

Source: AIHW 2014 Health Expenditure Australia
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Claims inflation has slowed in recent times
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Resulting in improved profitability for insurers 

0.0%

4.0%

8.0%

12.0%

16.0%

20.0%

FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15

Industry (ex nib) nib

0.0%

2.0%

4.0%

6.0%

8.0%

FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15

Industry (ex nib) nib

Underwriting margin (%)Gross margin (%)

Source: APRA and nib



8

But the cost of growing is increasing
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The future shape of PHI is by no means certain 

Possible 
Future 

Scenarios

Globalisation
Duopoly

Third Pillar

Life/Health
Bundle

The Generals

Big Brands

HMO
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Key PHI issues

• Information asymmetry, moral hazard and 
unwarranted variation. 

• Rampant price variation and medical gaps.
• Prosthetic pricing. 
• Regulatory reform (pricing, risk equalisation, 2nd

tier default, Federation Reform Option 3)
• Primary healthcare review.
• Health savings accounts.
• Outsourcing of Government programs (e.g. DVA, 

Medicare). 
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Medical specialist cost variation

Item code 37211
MBS Fee $1,935

MediGap offer $2,941
AMA Fee $4,465

Item code 49518
MBS Fee $1,318

MediGap offer $2,014
AMA Fee $3,690

Prostatectomies (CY15)

0

100

200

300

400

500

600

700

800

900

U
p 

to
 1

,0
00

1,
00

1 
to

 1
,5

00

1,
50

1 
to

 2
,0

00

2,
00

1 
to

 2
,5

00

2,
50

1 
to

 3
,0

00

3,
00

1 
to

 3
,5

00

3,
50

1 
to

 4
,0

00

4,
00

1 
to

 4
,5

00

4,
50

1 
to

 5
,0

00

5,
00

1 
to

 5
,5

00

5,
50

1 
to

 6
,0

00

6,
00

1 
to

 6
,5

00

6,
50

1 
to

 7
,0

00

7,
00

1 
to

 7
,5

00

7,
50

1 
to

 8
,0

00

S
er

vi
ce

s 
pa

id
Charge range

Knee replacements (CY15) 

Source: nib



12

Whitecoat
• Whitecoat’s purpose is to help consumers:

• Make more informed decisions around their health.
• Choose treatment options and healthcare providers (including cost).
• Connect and transact with providers.
• Improve engagement with providers and share experiences with other 

consumers.
• Progress to date:

• 200,000 patient reviews. 
• More than 30,000 providers registered.
• Expecting 2 million visitors this year.

• Priorities: 
• Wide engagement by PHI and large provider groups (including in NZ).
• Government engagement in Australia and NZ.
• Expand provider registration to specialists and hospitals. 
• Launch of Whitecoat app and increase transactions.
• Provider transparency and consumer awareness of fees and out of 

pocket costs. 
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Funding flows in Australia’s health care arrangements

Source: Department of Health (2012-13)




