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Subject: 2011 nib strategy briefing and site visit – 27 June 2011 
 
 
Attached is nib’s 2011 strategy briefing and site visit presentation.  The 2011 strategy 
briefing and site visit is being held for investors and analysts on Monday 27 June 
2011.  
 
Within the presentation nib has: 

- maintained its FY11 Health Insurance Business net policyholder growth 
guidance of in the order of 5.5%-6.0%. 

- indicated year-to-date results have nib on track to achieve FY11 net 
underwriting guidance of FY11 net pre-tax underwriting profit* of $55 - $58 
million (net underwriting margin 5.4% - 5.7%) with some potential for upside.  
nib’s ongoing net underwriting margin target remains at  5% - 6%. 

 
 
 
Yours sincerely  
 
 
 
Michelle McPherson 
Company Secretary/Chief Financial Officer 
 
 
 
 
 
 
 
 
 
 
 
 
* Includes $2.2 million benefit from head office revaluation 
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Business strategygy

 Continue to grow organically through building national brand presence, targeting new 
to category under 40 segment (Virgin Green) and higher policyholder retention

 Look to emulate the success of Virgin Green in the over 55 and corporate segments

 Build an international business around International Workers, International Students 
and other opportunities that arise

 Further develop a high performance organisational culture and inspire our people

 Mitigate claims inflation with an emphasis on protecting against unwarranted variation 
and empowering policyholders to make more informed choices

 Leverage our fixed costs base to support and fund business growth and generally 
improve productivity through investment in technology

 Deploy and manage capital towards optimising shareholder returns including mergers 
and acquisitions
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Financial overview

nib FY07 FY08 FY09 FY10 1H11*

Financial overview

Premium revenue ($m) 666.0 758.2 829.5 901.4 495.0

Net policyholder growth (%) 8.8 11.1 5.2 5.9 2.7

Gross margin (%) 14 3 14 7 14 7 14 8 16 4Gross margin (%) 14.3 14.7 14.7 14.8 16.4

Management expenses (%) 10.7 10.3 9.9 9.6 8.51

Net margin (%) 3.6 4 4 4 8 5 2 8 3Net margin (%) 3.6 4.4 4.8 5.2 8.3

Net underwriting profit ($m) 23.7 33.0 40.2 47.1 40.9

Investment return (%) 8.8 1.6 (0.4) 10.5 9.0 2( ) ( )

NPAT ($m) 37.2 26.7 23.8 61.5 39.0

* Includes International Workers and International Students. 1 Includes $2.2m benefit from head office revaluation 2 Annualised 
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Some key issuesSome key issues

 Means testing 30% PHI Rebate

 Risk equalisation and premium price control

C tit ti it d f t it Competitor activity and emergence of comparator sites 

 Industry structure and consolidation 

 International business 

 Capital management 
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Organic Growth

Rhod McKensey – Chief Marketing Officer

J B G M k ti MJames Barr – Group Marketing Manager



AgendaAgenda

 Private health insurance market

 Our marketing strategy and approach

 Emerging trends and how we’re responding
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Private Health InsurancePrivate Health Insurance

 Heavily regulated

 Grudge purchase – perceived lack of value

 Like bottled water and Pay TV the biggest competitor is a free alternative –Like bottled water and Pay TV, the biggest competitor is a free alternative 
in our case Medicare

 Commoditised product – but offerings have evolved to add complexity toCommoditised product but offerings have evolved to add complexity to 
make comparison shopping difficult

 Fragmented industry with 5 major playersg y j p y

 Highly seasonal due to regulated environment, i.e. switchers in March and 
new to PHI in June/July
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Industry growth has rebounded but remains 
lseasonal

Industry net policyholder growth by state
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 During the GFC industry growth slowed from around 50,000 policies per quarter to around 30,000 
policies per quarter, more recently in June 2010 and September 2010 growth has rebounded to pre 
GFC levels

 Seasonally June remains the biggest quarter driven by Government Initiatives – Lifetime HealthSeasonally June remains the biggest quarter, driven by Government Initiatives Lifetime Health 
Cover and Medicare Levy Surcharge
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nib continues to grow well above systemnib continues to grow well above system

Policyholder growth FY07 FY08 FY09 FY10
FY11 to 31 
March 2011

nib 26,485 36,605 18,899 22,641 15,105

Industry 201,575 211,238 171,172 158,599 112,974

nib (%) 8.8 11 1 5 2 5 9 3 7nib (%) 8.8 11.1 5.2 5.9 3.7

Industry (%) 4.2 4.2 3.3 2.9 2.0

% of growth attributed to nib (%) 13 17 11 14 13

Source: nib and PHIAC

 nib continues to grow at least two times the industry

 Despite having a market share of 7.5% around 14% of industry growth can be p g % % y g
attributed to nib

 nib’s above industry growth can be attributed to our organic growth strategy 
(investment in marketing and advertising, brand development, product design and 
distribution strategy)

 FY11 net policyholder growth guidance in the order of 5.5% - 6.0%
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Estimated industry advertising expenditure 
continues to increase

120 Estimated industry advertising spend
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Sponsorships continue to play an important 
role in building our brand awarenessrole in building our brand awareness

nib brand Exposure by Property
12 Month Comparison (12 months to 30 April)
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Our marketing strategy
Strategy
 Focus on the low risk under 40 segment in NSW, VIC, QLD and WA
 To change the industry dynamics through innovation & technology
 Emulate the success of Virgin Green in the over 55s segment (Young At Heart) and corporate 

segments

Tactics
 Leverage marketing investment to generate as many sales as possible – optimise cost ofLeverage marketing investment to generate as many sales as possible optimise cost of 

acquisition
 Use basic and consistent messages, targeting 20-39 year olds, emphasising rational attributes of 

value for money and simplicity and emotional attribute of approachability/trustworthiness (via our 
brand ambassador Paul Harragon)b a d a bassado au a ago )

 Use sponsorships, particularly in new markets to increase brand awareness
 Make it as simple as possible for customers to interact with us - allow/encourage customers to 

self-select acquisition and servicing pathways
 Use brokers such as iSelect judiciouslyj y
 Limit use of offers – in most cases they destroy value
 Migrate existing customers to higher value products as their life stage and needs change
 Increase revenue via complementary products such as life, travel and funeral protection

KPIsKPIs
 Policyholder growth – 2x industry average
 Cost of acquisition
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Our share of growth in our target segment g g g
remains strong

20-39 Hospital Persons Covered FY07 FY08 FY09 FY10
FY11 to 31 
March 2011

nib 20,783 30,290 12,691 15,180 10,385

Industry 111,697 150,585 49,720 48,830 43,504

nib (%) 12.4 16.1 5.8 6.6 4.2

Industry (%) 5.4 6.9 2.2 2.1 1.8

% of growth attributed to nib (%) 18.6 20.1 25.5 31.0 23.8
Source: nib and PHIAC

 Industry growth in the 20-39 segment peaked in 2008 but has failed to reach the 
same pre GFC heights in recent years.

 Since launching our Virgin Green strategy in 2007 we’ve continued to increase our 
proportion of gro th in the 20 39 target segmentproportion of growth in the 20-39 target segment
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Our sales from each channel have similar profilesp

 There is a greater proportion 
of sales via the web to lower

80%

Switchers versus New to PHI
Switchers In New to PHI
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Growth in QLD and VIC remains strong. WA is 
building slowlybuilding slowly

9,000 
nib net policyholder growth by state
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 Significant inroads have been made into Victoria and Queensland, with traction now 
starting to build in Western Australia

Source: nib

starting to build in Western Australia

 Tactical decision to redirect spending from March quarter to June quarter where we 
expect an influx in “new to Private Health Insurance” as result of Government initiatives

 The floods in Queensland impacted growth in that market since the December quarterThe floods in Queensland impacted growth in that market since the December quarter
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ROI on organic growth remains attractive
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 In NSW, QLD & VIC our cost to acquire customers has been relatively stable

 We expect to see the cost of acquisition continue to decrease in WA as brand awareness 
levels increase

 The current cost per acquisition is well below breakeven
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Policyholder sales remain consistent with 
expectationsexpectations

nib FY07 FY08 FY09 FY10
FY11 to 31

nib FY07 FY08 FY09 FY10
May 2011

Total sales 49,757 67,456 50,438 56,762 52,332

% of new sales “under 40” target segment 78 5 79 2 78 7 77 4 77 7% of new sales under 40  target segment 78.5 79.2 78.7 77.4 77.7

% of new sales outside core state of NSW/ACT 32.3 44.0 42.6 42.7 43.4

% of new sales new to PHI 74.4 78.2 67.4 62.2 63.4

% of new sales online 32.6 38.8 36.2 33.1 33.6

Source: nib

 FY11 net policyholder growth guidance in the order of 5.5% - 6.0%

 Since FY07, the percentage of our sales that are under 40 segment has been stable 
between 77% and 79%

 Sales outside NSW remain stable just above 40%

 Percentage of nib sales new to PHI and via the web have remained stable over FY10 
and FY11
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Despite heightened competitor activity our lapse 
rate remains stablerate remains stable

Lapse (nib) FY07 FY08 FY09 FY10
FY11 to 31 
May 2011May 2011

Lapse rate (%) 7.7 9.4 8.6 8.9 9.0*

Total lapse 23,272 30,851 31,539 34,122 33,514

“U d 40 ” t (%) 62 8 62 2 62 4 62 4 62 8“Under 40s” segment (%) 62.8 62.2 62.4 62.4 62.8

Outside NSW/ACT (%) 23.9 31.0 32.9 34.9 36.9

Source: nib* Annualised.

 Lapse dipped in FY07 as a result of favourable economic conditions and our demutualisation 
process

 All macro level metrics (e g age source and product mix) have remained relatively stable All macro-level metrics (e.g. age, source and product mix) have remained relatively stable

 Lapse outside of NSW continues to increase as our penetration in new markets increases

 Improvements in lapse will be the result of many small changes rather than any “silver 
bullets”bullets

 Possible means testing of 30% rebate would result in “shock loss” of approximately 0.6% of 
customers (4,700 customers) in year 1, beyond normal lapse rates
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Forced migration has so far been the only 
meaningful migration tactic

PHI Migration

meaningful migration tactic
Forced Migrations
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 We’re seeing a customer bias to downgrade products as a result of value conscious 
customers looking to save money

 New initiatives such as campaign automation and the ability for customers to change their New initiatives such as campaign automation and the ability for customers to change their 
policy online are expected to improve product buy up
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Emerging trends and how we’re reacting

 Switch in marketing strategy from our competitors from brand to direct 
response – heavy use of offers

 Rise of comparison shopping and the growing role of online brokers

 Change in media consumption – particularly mobile and secondary 
channels

 Consumer expectation of free value adds – to educate them, make 
their life simpler or help them get better value for money
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Heavy use of offers in the category
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Consumer expectation of free value adds
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 Through innovation nib is developing a search engine (Whitecoat) empowering customers by 
enabling them to compare health specialists like dentists and physios

 The nib mobile site and iPhone App enables customers to make a claim at their convenience via 
h i bil htheir mobile phone
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The rise of comparison shopping in health 
insurance
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Growing role of online brokers

 We believe it is important to maintain a presence across all online brokers not just We believe it is important to maintain a presence across all online brokers, not just 
domestic business, but international workers and international students as well
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nib has reacted to shifting TV audiencesg
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 As the audience has increased across the secondary TV channels nib has 
redirected share of spend to the secondary channels

Source: OzTam & Faulkner Media
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The growing use of mobileg g
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 Consumers are search on their mobile phone commuting to work, during 
lunch and watching TV at night
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In summaryIn summary

 Industry growth has slowed but nib is increasing our share

 We continue to perform strongly in the  20-39 target segment

 Emulate the success of 20 39 segment in the over 55s (Young At Heart) and Emulate the success of 20-39 segment in the over 55s (Young At Heart) and 
corporate segments

 Media consumption has changed rapidly in recent time Media consumption has changed rapidly in recent time

 We’ve adapted our media strategy, taken advantage of new advertising 
channelschannels

 We’ve used innovation such as mobile to make choosing health insurance 
more convenient

 And, we’re delivering great results
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Claims Inflation & Operational
Efficiencies

Melanie Kneale – Chief Operating & Technology Officer

Daryl Bull – Policy Administration & Claims Manager



AgendaAgenda

 Claims and Policy Admin in Context – Why is it such a key focus?

 How is the cost of claims changing?

 How is nib responding?p g

 How are we reducing the cost of handling claims and administering 
policies?

 How are we positioned for scalability and integration of new businesses?
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Cl i d li d i i t ti i t tClaims and policy administration in context –
Why is it such a key focus?
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Our claims expense is significant and constantly 
increasing hence the heightened and ongoing 
focus

 Approximately $800m paid in claims during CY10 (including risk 
equalisation)equalisation)

 Average SEU drawing rate inflation for the last 3 years of 3 - 4%

 Approximately 240,000 claims are processed per month, over 2.9m 
annually

 Approximately 50,000 pieces of additional outbound routine 
customer claims correspondence per month
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Policy administration has a key financial impact

In the last 12 months o er 203 000 polic administration items ha e In the last 12 months over 203,000 policy administration items have 
been received and processed

 FY11 revenue obtained from the Federal Government Rebate will be FY11 revenue obtained from the Federal Government Rebate will be 
approximately $300 million

 FY11 revenue from LHC loadings will be approximately $25m FY11 revenue from LHC loadings will be approximately $25m
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How is the cost of claimsHow is the cost of claims 
changing?
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Overall claims inflation trends are in line withOverall claims inflation trends are in line with 
growth in revenue

8.0%

Drawing Rate Inflation per SRU - All Products

Hospital Ancillary Total Total incl. Risk Equalisation Revenue
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 The removal of the Loyalty Bonus in May 2009 had a significant effect on ancillary inflation.

 Loyalty Bonus removal has fully washed through and will see a return to average ancillary

Source: nib

Loyalty Bonus removal has fully washed through and will see a return to average ancillary 
inflation of approximately 3% - 5%
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Service cost has been steady and utilisation is 
effected by relative customer growth

Total hospital inflation
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 Service cost inflation has been steady at 2% - 4%, growth in day hospital utilisation through 
FY10 brought it down

Source: nib

FY10 brought it down

 Utilisation inflation is a function of relative growth, with higher periods of utilisation lagging 
abnormally high customer (exposure) growth
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Looking forward, disease profiles and costs are changing as 
lifestyles deteriorate and interventions improve - Cancer is alifestyles deteriorate and interventions improve - Cancer is a 
perfect case in point

Cancer Incidence and Prevalence 2003 - 2016
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 The incidence will increase by 25%

2003 2006 2011 2016

Source: : HNE Health Area Cancer Services Plan-2006-2010

 Proportion of population above 50 years will increase from 32% in 2001 to 46% in 2026

 Increase in number of drugs

 Increase in number of lines of treatments, and re-treatments - some cancers have becomeIncrease in number of lines of treatments, and re treatments some cancers have become 
chronic diseases
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Key costs we are managingKey costs we are managing

 Nursing wages at 50% of operating costsg g % p g

 Prostheses

 Hospital service expansion costs – how they are passed on Hospital service expansion costs how they are passed on

 Tax status of catholic/ religious hospitals
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How is nib responding?
It is critical that we proactively focus on the drivers of 
utilisation and service cost

- Ongoing prioritisation of the big ticket items we can influence -

- A watching brief on those initiatives we have already implemented -A watching brief on those initiatives we have already implemented 

- Analysis of future emerging trends -

Rules, Systems 
and Processes
Rules, Systems 
and Processes

Product DesignProduct Design
Leakage 
initiatives
Leakage 
initiatives

Provider profiling 
and customer 

education

Provider profiling 
and customer 

education
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We are getting traction and seeing savings as g g g g
shown through our provider profiling results

Mailings Number Savings FY to date

Possible Self Treating BAU* as at Jan 11 262 (Dec 09) $13,00

P ibl S lf T i 284 (S 10) $19 000Possible Self Treating 284 (Sep 10) $19,000

Dentists BAU* as at Jan 11 416 (Dec 09) $166,000

Dentists 408 (Nov 10) $38,000

Chiropractors BAU* as at Feb 11 156 (Jan 10) $42,000

Physiotherapists 209 (Jun 10) $40,000

Optical BAU* as at Mar 11 166 (Feb 10) $284,000

Optical 226 (Jan 11) $21,000

Acupuncturists 48 (Sep 10) $2,000

Total 2,175 $625,000
* BAU = Business as usual. Source: nib
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Our service cost is largely controlled through g y g
our contracting with the top hospital groups

O f i f dOur focus going forward:

 Longer term contracts

 More strategic relationships

 Reducing unwarranted variationReducing unwarranted variation

 Trialling innovative contracting models
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How are we reducing the cost of 
handling claims and administeringhandling claims and administering 

policies?
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We have increasingly focused on reducing cost 
and increasing ease for the customer

At th i t f i At the point of service

 Customer self service

 Automation and STP at receipt

200920082007200620052004< 2001 20102001 2011

Hicaps
Online
Claims

I-soft & 
Electronic
Workflow

EDI
Eclipse 
medical Teleclaiming

Healthstream
Outsourcing 
STP

Mobile
Claiming

Over the 
Counter 
& Mail

Claims Self Service
Eclipse Hospital
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Our current inbound receipt of claims

ProviderProviderCustomerCustomer

Eclipse &
Thelma
229,000

8%

Retail 
Network
247,000

8.5%
(9 7% FY10)

Claims 
Express

(Customer 
S lf S i )

Online / 
Mobile Claiming 

53,000
1.8%

HICAPS 
& IBA
1.8m
60.5%

Mail
HEALTHStream

562,000
19.3%

Tele
Claiming

58,000
2.0% 8%

(7.4% FY10)
(9.7% FY10)Self Service) (1.4% FY10)(59.2% FY10)

19.3%
(20.5% FY10)(1.7% FY10)

Claims & 
Policy 

Services

WHICS

QA

44

Figures (%) rounded to 1 decimal place for presentation purposes



Automation of inbound non claims paperwork is well underway

Customer

Student
Portability

Checks
(16,000)

Direct Credit*
(13,000)

Support 
Activities
(106,000)

Student
Dependant

Registration*
(9,000)

Federal 
Rebates*
(38,000)

Policy Changes
(10,000) 

Cancellation 
of policies at
other funds

(10,000)

WHICS

QAQA

* Straight through processing – FY10: 0%, FY11: 100%
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The resultsThe results

 Efficiency gains has resulted in reduction in Efficiency gains has resulted in reduction in 
FTE numbers from 75 in 2008 to 60 in May 
20112011

 Healthstream process guarantees 30% 
savings off previous unit processing cost
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How are we positioned for scalabilityHow are we positioned for scalability 
and integration of new businesses?
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Our systems are scalable to be able to handle 
new business lines

WHICS d l t ill t t d t d i it i l b J l 2012 WHICS developments will support student and visitors progressively by July 2012 
and has full scalability

 Move of IMAN to common health insurance administration/claims processing Move of IMAN to common health insurance administration/claims processing 
platform has commenced: 

• Scanning and workflow of mail to go live by Septemberg g y p

• Processing of all claims to be undertaken in Newcastle by November 2011

P i t ti d• Process integration underway

• Integration templates being established for future integration
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Corporate & International 
Business

Matt Henderson  – Group Executive Corporate & 
International Business



IntroductionIntroduction

 nib are building International business around temporary migrant workers, overseas 
students and other international opportunities that arise in both corporate and retail 
markets

 Acquisitions like IMAN are a key component in revenue and earnings ambitions Acquisitions like IMAN are a key component in revenue and earnings ambitions 
beyond the domestic business

 International Workers market currently $191m GWP pa, expected to grow to $329m 
GWP by 2014

 nib international workers market share currently 11.7%

 International Students market currently $187m GWP pa.  nib is in early stages of 
organic growth within this market through ‘wholesale’ channels

 Combined International Businesses aspiring to achieve 20% of nib GWP by 2014
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International business strategy FY11 - FY14gy

 Segment and understand the direct and indirect market segments in both retail and 
corporatecorporate

 Design and price new products, to distribute, and promote to each core segment 
according to the individual characteristics

 Build capability with a new International Division Executive Manager and stand alone Build capability with a new International Division, Executive Manager and stand alone 
Business Units that support the requirements to grow this business. Investment in 
dedicated specialists from around the organisation (eg Marketing, Products)

 Identify new local and global M&A opportunities that support the growth aspirations ofIdentify new local and global M&A opportunities that support the growth aspirations of 
the Division (eg IMAN)

Group Executive 
Corporate & 
I t ti lInternational 

Business

International 
Students

International 
Workers Corporate Sales
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International workers market share and target markets

Market share (FY11) Target markets

Retail Onshore
- Online distribution direct or via 

SEM 

Retail Offshore
- Online distribution via SEM
International based Migration 12%

4%

SEM 
- Referral Partnerships

- Local Migration agents & 
sponsors

- Comparison web agents

- International based Migration 
Networks

49%

11%

12%
Medibank

BUPA

AU

nib
24%

nib

other

Corporate Onshore
- Australian based clients with 

in-patriate workers, directly sold 
through field sales team or 

Corporate Offshore
- Overseas business via foreign 

Insurers
- Overseas business via foreign through field sales team or 

brokered
- Overseas business via foreign 

brokers and Third Party 
Administrators
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International workers supply & demandInternational workers - supply & demand

Source: DIAC 2010 Unpublishedp
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Corporate business – target markets

Resources Public Service & Ministries

Healthcare Professional - SubsidisedProfessional Subsidised
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International student target marketsg

Sponsored students Education institutions

Retail student market Migration agents
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Whitecoat
Powered by nib for all Australians

Adam Novak – Marketing Communications Manager



Whitecoat 
A unique point of difference

 A new online service being 
d l d b ib th t ill ll ll

A unique point of difference

developed by nib that will allow all 
Australians to search and compare 
healthcare specialists

ly y

 Will feature thousands of 
healthcare specialists, customer 
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reviews and ratings for service and 
price
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 Being developed in response to 
demand from our customers for 
information to help them choose
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information to help them choose 
healthcare specialists
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Whitecoat



Whitecoat 
Benefits to nib – a consumer champion

 Empowering consumers to be able to make more 
informed decisions about their healthcare

 Improving nib’s brand awareness and reinforcing our 

ybrand positioning of value for money and simplicity

 Reduction in customer churn due to greater customer 
engagement and advocacy

 os
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 o
nl

y

 Encourage price competition amongst providers for 
the benefit of consumers

ve
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Planned for public launch in coming months
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The mobile web@nib

Adam Hatfield – ecommerce and CRM Manager



Why Mobile?

 Predicted that there will 

y

be more mobile internet 
users than desktop users 
by 2013 

2500

Predicted Global Internet Users

 There are now 6.7b 
mobile devices 
worldwide
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 An opportunity exists for 
nib to take the lead
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Mobile – where are we now?
 June 2010 saw the introduction of a new channel both for nib customer service and acquisition

 Mobile traffic is now approximately 10% of all traffic to nib.com.au

 2,500 mobile claims to date

 2,300 mobile quotes in the last four months

 31,000 people have downloaded the iPhone app (since end December 2010) many more since 
it l h dit was launched

• Now on to our 3rd release of iPhone app
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Which mobile platform?p

 We live in an iOS world … for now!
• 75% of visitors are on an 

iPhone / iPod touchiPhone / iPod touch

• 15% are on an iPad

• Only 7% of visitors use Androidy

 Android adoption will increase, but 
how quickly?
• We aren’t seeing the level of  adoption shown in the US…. Yet!
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Mobile – where next?

 Continue to bed down functionality in our mobile 
offering

Mobile where next?

offering

• Remaining benefits in mobile online services

 New version of iPhone app

• Build claiming into the app so you can take a 
photo of a receipt and submit

• Include Whitecoat search• Include Whitecoat search

• Explore the development of an android app

 Monitor the usage of tablets, looking to optimise 
mobile functions for multiple form factors
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Social Media
 nib has presence across

• Twitter

Social Media

• Facebook

• Youtube

Used as a communication platform and listening tool Used as a communication platform and listening tool

 Social media integration being built into all new online 
properties such as Whitecoat
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Market intelligence &
product innovation

Alex Garas – Group Manager Products & Market Intelligence



Agenda

 Customer insights – continued 
growth of the nib brandg

 Targeting the Young At Heart 
(YAH) market - over 55 years 
of age

 Upcoming product innovation –
continuous improvement and 

l tivalue creation 
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Customer insightsg

 79% of Australians are aware of the nib brand (in NSW 92%)

Thi i h d f HBA (32%) HCF (59%) d ith MBF(80%)• This is ahead of HBA (32%), HCF (59%) and on par with MBF(80%)

 The nib brand goes from strength to strength:

• 69% say nib is the brand leading the way – ahead of all competitors, y g y p ,
including Medibank at 61%

 39% of customers say they would definitely recommend nib to family and 
friends, this is ahead of HCF (36%), Medibank (24%) and MBF (24%)friends, this is ahead of HCF (36%), Medibank (24%) and MBF (24%)

• 82% of customers think they are getting the best deal in health insurance 
by being with nib

Source: nib brand tracking research conducted by independent research agency The Leading Edge.  Sample size 1,000 per research wave
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nib ads continue to drive growth

47% Australians recalled the ad

83% of those recalling the ad nationally knew it was nib83% of those recalling the ad nationally knew it was nib

36% said the ad made them more likely to consider nib

Advertising Impact (%) Medibank MBF HBF iSelect

Recognise TV ad 12 47 55 42

Correct named brand (of those recognise of ad) 51 32 48 73

More likely to consider brand 37 22 33 24y

69

Source: nib brand tracking research conducted by independent research agency The Leading Edge.  Sample size 1,000 per research wave



Building the nib brand in WA
 Since August 2009 awareness of the nib brand has increased from 34% to 43% 

 View of nib as a brand that is leading the way has increased from 36% to 47%

 nib is the brand most considered to be price competitive and suited to young people nib is the brand most considered to be price competitive and suited to young people

The Eagles (2010) – nib Stadium (Perth)
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Over 55s – why?
 Only half of Australians over 55 have health insurance but in our community rated environment PHI is 

incredible value for this age group

 Risk Equalisation helps ensure these customers are profitable

 Given this cohort are likely to have high net worth but low disposable income, product innovation is 
required to ensure joining the category is affordable

 In order to drive growth through attracting new to category and prompting switching behaviour we will:

• Leverage our existing range of products specifically designed for this age group (YAH)• Leverage our existing range of products specifically designed for this age group (YAH)

• Design sales and service approach to meet the unique needs of this group

• Further innovate product design, distribution and marketing
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Other nib product innovations

Development Launched Comments

Launched

Development Launched Comments

nib Funeral Plan October 2010
Expansion to nib’s ‘Life’ product portfolio offered in partnership with 

TOWER. 

I t ti l St d t U i t A t li k t Fi t d t t ll di l tInternational Students
Premium Product

October 2010
Unique to Australian market. First product to cover all medical costs. 

Product targeted at cultural missions with sponsored students

U i l h

Development Launch date Comments

Upcoming launches

Hospital Plus August 2011 New hospital and extras package product

Premium Extras August 2011 New premium extra only product

nib Bill Relief August 2011
Expansion to nib’s ‘Life’ product portfolio offered in partnership with 

TOWER. 

72



Chief Financial Officer & 
Deputy CEO
Michelle McPhersonMichelle McPherson



FY11 will be another positive result
 Health Insurance Business (HIB) net policyholder growth on track for 5.5% - 6.0%

ib t k t hi FY11 t d iti id f FY11 t t

FY11 will be another positive result

 nib on track to achieve FY11 net underwriting guidance of FY11 net pre-tax 
underwriting profit of $55 - $58 million (net underwriting margin 5.4% - 5.7%) with 
some potential for upside.  nib’s ongoing net underwriting margin target remains 
at  5% - 6%.

 Increased spending on organic growth and investment in International Students 
Business (ISB) and International Workers Business (IWB) will see full year 
consolidated management expenses in the range of 9.5% to 10.0%

 Solid investment returns in line with asset allocation and market performance will 
contribute to FY11 result

 Dividend policy will continue to reflect a payout ratio of fully franked dividends 
between 50 60% of earnings in addition to returning capital by way of specialbetween 50-60% of earnings in addition to returning capital by way of special 
dividends, subject to availability of full franking credits.

 2011 General Meeting to be held 5 July 2011 expected to approve $75 million 
capital return (approximately 16cps)p ( pp y p )
• ATO Class Ruling received 15 June 2011
• Implementation of Capital Return 21 July 2011
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YTD results have nib on track to achieve 
FY11 id ith t ti l fFY11 guidance with some potential for 
upside
 nib on track to achieve FY11 net underwriting guidance of FY11 net pre-

tax underwriting profit of $55 - $58 million (net underwriting margin 
5.4% - 5.7%) with some potential for upside.  nib’s ongoing net ) p p g g
underwriting margin target remains at  5% - 6%.

• Health Insurance Business (HIB)

F ll HIB t ti t d t b b to Full year HIB management expense ratio expected to be between 
9.0% and 9.5% reflecting additional spend in 2H11 v 1H11 on growth 
via marketing direct and commissions

I t ti l St d t B i (ISB)• International Students Business (ISB)

o Full year underwriting loss will be in the range of $1.0m to $1.5m, 
reflecting continued investment in building the capability

• International Workers Business (IWB)

o Full year underwriting profit will be in the range of $2.4m - $3.2m
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FY11 Other Income and Other Expenses 

 Other Income

impacted by non recurring items

 Other Income

• 2H11 other income will include one-off receipt of remaining funds in 
Overseas and Unverified Policyholders Trust of approximately $3.5 
millionmillion

 Other Expenses

• Additional non-recurring IMAN integration costs in 2H11 means full 
i it i th ill b i t lyear non-recurring items in other expenses will be approximately 

$3.5 million (up from $1.8 million in 1H11), being:

o GMHBA approach ($0.6 million)

o IMAN stamp duty ($0.9 million)

o IMAN acquisition costs ($0.1 million)

IMAN i t ti t ($1 6 illi )o IMAN integration costs ($1.6 million)

o One off share registry costs ($0.3 million)
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Investments on track to provide solid FY11 

 nib transitioned to MLC products as its investment asset consultant (fully effective 
O t b 2010)

p
result

October 2010)
 All surplus capital above internal prudential requirement (1.3x) is held in 100% cash
 Planned capital return of $75 million in July 2011 will be funded from cash
 Actual investment return for 11 months to 31 May 2011 was 6.5% (7.1% annualised)Actual investment return for 11 months to 31 May 2011 was 6.5% (7.1% annualised)

Total Investment Portfolio 

Allocation (%)Allocation (%)
At 31 May 2011

Cash 40

All maturity debt 3

Short mat rit debt 42Short maturity debt 42

Defensive 85

Australian shares 5

Global shares – unhedged 3

Di t t 7Direct property 7

Growth 15

TOTAL 100.0
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2011 Strategy Briefing & 
Site Visit
Monday 27 June 2011


