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IMPORTANT NOTICE 

The information contained in this presentation is for information purposes only.  The information contained in this presentation is not investment or financial product advice and has 

been prepared without taking into account the investment objectives, financial situation or particular needs of any particular person. To the extent permitted by law, no responsibility for 

any loss arising in any way from anyone acting or refraining from acting as a result of this information is accepted by Medibank Private Limited (“MPL”) or any of its related bodies 

corporate. No representation or warranty, express or implied, is made by any person, including MPL, and its directors, officers, employees, professional advisors and agents (“Related 

Parties”) as to the fairness, accuracy, completeness or correctness of the information, opinions and conclusions contained in this presentation. 

An investment in MPL securities is subject to investment and other known and unknown risks, some of which are beyond the control of MPL. MPL does not guarantee any particular 

rate of return or the performance of MPL securities. 

Past performance information given in this presentation is given for illustrative purposes only and should not be relied upon as (and is not) an indication of future performance. 

This presentation contains certain forward‐looking statements with respect to the financial condition, results of operations and business of MPL and associated entities of MPL entities 

and certain plans and objectives of the management of MPL. Forward‐looking statements can be identified by the use of forward‐looking terminology, including, without limitation, the 

terms “believes”, “estimates”, “anticipates”, “expects”, “predicts”, “intends”, “plans”, “goals”, “targets”, “aims”, “outlook”, “guidance”, “forecasts”, “may”, “will”, “would”, “could” or “should” 

or, in each case, their negative or other variations or comparable terminology. These forward‐looking statements include all matters that are not historical facts. Such forward‐looking 

statements involve known and unknown risks, uncertainties and other factors which because of their nature may cause the actual results or performance of MPL to be materially 

different from the results or performance expressed or implied by such forward‐looking statements.  

Such forward‐looking statements are based on numerous assumptions regarding MPL’s present and future business strategies and the political, regulatory and economic environment 

in which MPL will operate in the future, which may not be reasonable, and are not guarantees or predictions of future performance. No representation or warranty is made that any of 

these statements or forecasts (express or implied) will come to pass or that any forecast result will be achieved.  

Forward‐looking statements speak only as at the date of this presentation and to the full extent permitted by law, MPL, its affiliates, related bodies corporate and Related Parties 

disclaim any obligation or undertaking to release any updates or revisions to information to reflect any change in any of the information contained in this presentation (including, but not 

limited to, any assumptions or expectations set out in the presentation).   

Investors should note that this presentation contains pro forma financial information. Such pro forma financial information has been prepared by MPL in accordance with the 

measurement and recognition requirements, but not the disclosure requirements, of applicable accounting standards and other mandatory reporting requirements in Australia.  

All figures in the presentation are A$ unless stated otherwise and all market shares are estimates only. A number of figures, amounts, percentages, estimates, calculations of value 

and fractions are subject to the effect of rounding.  Accordingly, the actual calculations of these figures may differ from figures set out in this presentation. 

The distribution of this presentation including in jurisdictions outside Australia, may be restricted by law. Any person who receives this presentation must seek advice on and observe 

any such restrictions. Nothing in this presentation constitutes an offer or invitation to issue or sell, or a recommendation to subscribe for or acquire securities in any jurisdiction where it 

is unlawful to do so. This presentation is not, and does not constitute, an offer to sell or the solicitation, invitation or recommendation to purchase any securities in the United States 

and neither this presentation nor anything contained herein shall form the basis of any contract or commitment. This presentation may not be distributed or released, directly or 

indirectly, in the United States. 

This presentation should be read in conjunction with MPL’s other periodic and continuous disclosure announcements lodged with the ASX, which are available at www.asx.com.au. 
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PRIVATE HEALTH INSURANCE AT THE CORE, 
BUT A DIFFERENTIATED APPROACH 

Source: Medibank Private 

1. In accordance with accounting standards, investment income is not treated as revenue. 

2. This allocation is calculated based on $293.3 million of Health Insurance operating profit, $89.7 million of net investment income, and 

$21.1 million of Complementary Services operating profit respectively as a percentage of the sum of $362.9 million of profit before tax 

plus corporate overhead costs of $32.4 million plus other expenses of $8.9 million. Corporate overhead costs and other expenses have 

not been allocated to a segment and have therefore not been taken into account when calculating the percentages by segment shown.  
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ORGANISATION STRUCTURE: ALIGNED WITH 
STRATEGY, CLEAR ACCOUNTABILITIES 

George Savvides  

Managing Director 

David Koczkar 

Chief Operating Officer 

Dr Andrew Wilson 

EGM Provider Networks 
and Integrated Care 

Paul Koppelman 

Chief Financial Officer 

Kylie Bishop 

EGM People & Culture 

• PHI (product, service, 

sales & marketing) 

• Diversified Consumer 

Businesses (pet, travel, 

life) 

• Digital & IT 

• Portfolio/Operational 

Management 

• Strategy 

• Population Health 

(ADF/Garrison) 

• Telehealth 

• Provider Contracting 

• Claims Adjudication 

• Integrated Care 

• Regulatory Affairs 

 

 

 

• Treasury/Investment 

Income 

• Actuarial 

• Finance/Accounting 

• Legal/Company 

Secretary 

• Risk/Internal Audit 

• Investor Relations 

 

 

 

 

• Recruitment & 

Engagment 

• Performance & 

Rewards 

• Talent, Capability & 

Culture 

• Health, Safety & 

Workplace Relations 

• Corporate Social 

Responsibility 
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 1H15 Pro forma 

Health Insurance metrics 

Premium revenue 

● Population growth 

● Policyholder retention and growth 

● Premium rate rises 

● Downgrading / rebate erosion 

Premium revenue 

growth of 5.2% 

Claims management 

● Product design 

● Contract negotiation / procurement 

● Benefit utilisation 

● Cost inflation 

Gross margin of 

13.9%1 

Management expenses 

● Operational efficiencies 

● Cost reductions 

MER down to 8.0%2 

  

Operating profit 

Operating profit up 

37.1%1,2 

Operating margin up 

to 5.9%1,2 

100.0% 

86.1% 

8.0% 

5.9% 

$2,943m 

$(2,535)m 

$(235)m 

$173m 

Health Insurance
premium
revenue

Net claims
expense (incl.

risk equalisation)

Management
expenses

Health Insurance
operating profit

1H15 Pro forma Health Insurance 

operating profit 

Drivers of Health 

Insurance result 

#1 

#2 

#3 

#4 

#4 

#1 
#2 

1. Excluding impact of provision release and accounting adjustments, gross margin slightly down from 13.6% (1H14) to 13.4% (1H15): 1H14 gross 

profit adjusted downwards by a net $3m to reflect the impact of outstanding claims releases, changes in accounting for the bonus provision and 

the increase in the risk margin on outstanding claims from 5.0% to 7.7%. 1H15 gross profit adjusted downwards by a net $14m to reflect the 

impact of outstanding claims release. 

2. Management expense reduction assisted by planned timing differences in phasing of marketing and project spend skewed to second half 

CLEAR FOCUS ON PROFITABLE GROWTH 
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LARGEST PLAYER IN AN ATTRACTIVE MARKET 

Source: PHIAC, Operations of Private Health Insurers Annual Report 2013-2014. 

1. By Principal Policyholders as at 30 June 2014. 

2. Part of Members Own Health Funds.  A marketing alliance including HBF, Australian Unity and 13 other not-for-profit and mutual health 

funds, collectively holding 20.3% market share 

3. Fund is operated not-for-profit. 

 

 

Australian PHI market1  

(total policyholders, 30 June 2014) 

28 funds =15.1%  

not shown 

3 2,3 2 

Top 4 
74% 

Members 
Own 
20% 

Others 
5% 

2 
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STEADY GROSS MARGIN AGAINST 
DOWNWARD INDUSTRY TREND 
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Health Insurance gross margin: Top 6 vs. rest of industry1 

Source: PHIAC 

1. The gross margin includes Australian residents only.  

2. Bupa FY14 margin has been adjusted to reflect the estimated impact of the release resulting from the reduction in its risk margin. 

3. Rest of industry represents the aggregate of all private health insurers in Australia excluding the Top 6. 

Rest of Industry3 
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STRONG REDUCTION IN MER, BUT 
DIFFERENTIATE GOOD AND BAD COSTS 
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Health Insurance management expense ratio: Top 6 vs. rest of industry1 

Source: PHIAC 

1. The management expense ratio includes Australian residents only.  

2. Rest of industry represents the aggregate of all private health insurers in Australia excluding the Top 6. 

Rest of Industry2 
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OPERATING PROFIT MARGIN EXPANSION; 
TOP TIER IS OUR BENCHMARK 
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Health Insurance operating profit margin: Top 6 vs. rest of industry1 

Source: PHIAC, Medibank 

1. The operating profit margin includes Australian residents only. 

2. Bupa FY14 margin has been adjusted to reflect the estimated impact of the release resulting from the reduction in its risk margin. 

3. Rest of industry represents the aggregate of all private health insurers in Australia excluding the Top 6. 

Rest of Industry3 



CLEAR TRACK RECORD OF DELIVERING 
OPERATING PROFIT GROWTH 
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Pro forma Health Insurance operating profit 
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1. FY15 Propectus forecast operating profit adjusted to include $14m for release of 30 June 2014 provision net of risk equalisation 



STRATEGY 
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THE CHANGING INDUSTRY LANDSCAPE 

Significant up or downside for PHI hinges on Government actions 

 

Healthcare costs are escalating, faster than CPI or increases in PHI premiums 

 

Consumers and their behaviour are changing: increasingly value seeking 

Consumers are rationally choosing to spend more on health and wellness 

Aggregators continue to take a significant share of new to industry 

A combination of factors are putting some pressures on the private health insurance industry 

14 

A changing competitive landscape 



Optimise current business 

Re-shape the cost curve; 

Integrated care; 

Health & wellbeing; 

Quality-based purchasing 
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MEDIBANK’S APPROACH TO SUSTAINING 
PROFITABLE GROWTH 

The ‘core’ 

Complementary 

services 

Medibank retail 

Medibank corporate 

Medibank overseas 

ahm 

Leverage core capabilities; 

Complement the core; 

Stand-alone ROI 

 

Health Insurer 

(HI) 

Health  

Assurance  

(HA) 

Continued 

expansion  

into 

complementary 

businesses 

Evolve 

Operating 

model 

People 

& talent 

Effective, efficient and flexible 

Right people, right skills, right roles 

Supported by 

Population Health 

Diversified Telehealth 



Paying for 

care 

HEALTH ASSURANCE: IMPACTING THE 
ENTIRE CUSTOMER VALUE CHAIN 
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Staying 

healthy 

Getting 

diagnosed & 

deciding 

treatment 

Receiving 

treatment & 

recovering 

Insurance 

membership 

~90% of health insurer costs 

Health assurers play across the entire value chain: 

have ability to influence different parts of the care chain to meet the needs of their customers 

Traditional health insurers play at 

the ends of the value chain 

Focused  

prevention 

efforts 

Treatment & 

management 
 

Go-to-market 

approach 

Insurance 

operations 

Member 

engagement 



FRAGMENTED HEALTH SYSTEM OFFERS 
SIGNIFICANT OPPORTUNITIES TO SAVE COSTS 

17 
Source: http://www.aihw.gov.au/australias-health/2014/health-system/. 



Proportion of PHI 

members Segmentation by illness 

Catastrophic conditions 

• Extremely heavy health care users with significant 

costs 
 

Multiple chronic conditions 

• Heavy users ; costs well above average, at risk 

for more costs in future if not managed closely 

 
 

At risk for multiple chronic conditions 

• Fairly heavy users; at risk for becoming high cost 

if not managed properly 

 

 

Stable 

• Generally healthy, with light use of health care; 

beneficial to monitor in the long term 

 

Healthy 

• Generally healthy; interventions should ensure 

preventative care guideline adherence 

DIFFERENT SEGMENTS NEED TAILORED 
SOLUTIONS 

Targeted and low-cost efforts to increase engagement and retention 

Potential for high medium- and long-term impact through reduced benefit outlays 

18 

Proportion of PHI 

hospital benefit outlays 
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STRATEGY FOR SUSTAINABLE GROWTH AND 
SHAREHOLDER VALUE CREATION 

Profitable revenue growth through 

disciplined customer acquisition and 

retention initiatives 

Active enhancement of Health Insurance 

underwriting margins 

Leveraging or extending core capabilities to 

address growth opportunities in the broader 

health and insurance industries 

Operational excellence to reduce costs and 

improve customer experience 

Investment in people and capabilities 

Health Insurer 
Optimise current business 

Health Assurance  
Re-shape the cost curve; 

Integrated care; 

Health & wellbeing; 

Quality-based purchasing 

Continued expansion into 

complementary businesses 
Leverage core capabilities; 

Complement the core; 

Stand-alone ROI 

Operating model 
Effective, efficient and flexible 

People & talent 
Right people, right skills, right roles 

1 

2 

3 

5 

4 
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• Changing industry landscape: past is not the future 

• Nearer term focus on high performance PHI  

• Medium to longer term focus on evolution to health assurer enables 
us to 

− impact the entire customer value chain 

− bend the cost curve 

− drive better health outcomes for members 

SUMMARY 

 
Medibank has the strategy, scale and capabilities to deliver 

 



Q&A 


