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CO N Fl D ENTIAL |TY Our clients’ industries are extremely competitive, and the maintenance of confidentiality with respect to our clients’ plans and data is
critical. Oliver Wyman rigorously applies internal confidentiality practices to protect the confidentiality of all client information.

Similarly, our industry is very competitive. We view our approaches and insights as proprietary and therefore look to our clients to
protect our interests in our proposals, presentations, methodologies and analytical techniques. Under no circumstances should this
material be shared with any third party without the prior written consent of Oliver Wyman.

© Oliver Wyman



We're all feeling pressure

a Consumer pressure
a Economic pressure
e Technological pressure

° Competitive pressure



Consumer pressure:
They're spending their own money

Average individual deductible in an employer-sponsored health plan
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Source: Bloomberg-Kaiser HRET Survey of Employer Sponsored Health Plans
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Consumer pressure:

They don’t think about affordability the way we do

System and consumer health expenditures by type
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Source: National Health Expenditures by Source of Funds and Type of Expenditures
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Hospital Services

38% vs. 9%

Professional Services

30% vs. 37%

Home and Retirement Care

15% vs. 16%



Consumer pressure:
They say they want new ways of receiving care...

Percentage of respondents who would consider getting each type of care in each setting

45% +12

Change from OW’s 39%
40%
’ 2015 survey

35% 34%

30%

20% 20%

25%

20%

15% 13%
iy 11%
0,

10% 9% °

5%

0%

An annual physical Other routine preventive Treatment for minor medical Treatment and advice for Advice and
medical care (e.g., events (e.g. fever, sore  managing a chronic medical recommendations on
immunizations, labs, MRI) throat, ear infection, cough) condition general wellbeing, e.g. diet,

fitness

® A clinic in adrug store, grocery store, or discount retail store such as Walmart, Target
= Remotely, interacting with a doctor or nurse via phone, chat, or video chat (telehealth)
Interacting with an artificial intelligence/computer (e.g. Watson)

Source: 2018 Oliver Wyman Consumer Healthcare Survey
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Consumer pressure:
...yet they're slow to change their behavior

Percentage of respondents who could have used a retail clinic but did not
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Millennials: Don’t just
build it, lead me to it

More likely not to use retail
clinics because they were not
aware of them or because they
were not convenient

| did not feel It would not have
comfortable been convenient

receiving medical for me
care in this
setting
= Millennial

Source: 2018 Oliver Wyman Consumer Healthcare Survey
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| do not trust
retail stores to
provide this
service

Gen X

It did not provide | wasn't aware of Other
the services | the option
need

m Boomer Silent

Boomers: Make me feel
comfortable first

Cite more fundamental
concerns around their general
comfort with retail clinics




Economic pressure:

Capital is harder to come by, and harder to deploy

Raising capital is harder with continued credit
downgrades...

ratio of healthcare credit
downgrades to upgrades in 2018

“The not-for-profit healthcare outlook remains negative amid
some glimmers of stability. While expense growth will slow in
2019, we expect it to still exceed revenue growth. Bad debt is
expected to increase by 8% to 9% as health care plans place a
greater financial burden on patients. Moreover, low
reimbursement rates and a shift to more Medicare patients as
the population ages will also constrain hospital revenue growth.”

— Moody’s, December 2018

Sources: Fitch Ratings, Moody’s Investor Service, Becker’'s Hospital Review
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...while regulators are doubling down against M&A

Example deals blocked due to regulatory challenges
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Economic pressure:

Medicare for All? Well, at least Medicare for More

Percentage of Americans enrolled in Medicare
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Sources: Kaiser Family Foundation, US Census Bureau, American Hospital Association, Oliver Wyman analysis
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2040

2050

By 2030...

22% of Americans will be
enrolled in Medicare

They will represent 45% of
total healthcare spending

More than 50% of them will

be covered by a Medicare
Advantage plan




Economic pressure:

We can’t keep giving our customers less for more

20 Years of Price Changes in The United States

Selected Consumer Goods & Services, Wages (January 1998 to December 2018)
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But why?

White-collar and professional wages
growing faster than inflation

+

Declining productivity per employee

+

Only source of consistent job
growth during the Great Recession



Technological pressure:
Artificial intelligence, big data, and thinking differently about scale
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Competitive pressure:
Lots of new little guys...

Digital health venture capital investment

$6.9B

$5.8B
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Source: Rock Health
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Competitive pressure:
...and some new big guys
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Redefine R&D

Blur the lines between
<+<— medical and pharmacy =—>
cost management

<+<—— C(Control the front end of care =——>
— Create a credible provider threat e

Establish a presence in

R
every home

-

< Differentiate through data >
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So what role to play?
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QUALIFICATIONS,
ASSUMPTIONS AND LIMITING
CONDITIONS

This report is for the exclusive use of the Oliver Wyman client named herein. This report is not intended for general circulation or
publication, nor is it to be reproduced, quoted or distributed for any purpose without the prior written permission of Oliver Wyman. There
are no third party beneficiaries with respect to this report, and Oliver Wyman does not accept any liability to any third party.

Information furnished by others, upon which all or portions of this report are based, is believed to be reliable but has not been
independently verified, unless otherwise expressly indicated. Public information and industry and statistical data are from sources we
deem to be reliable; however, we make no representation as to the accuracy or completeness of such information. The findings
contained in this report may contain predictions based on current data and historical trends. Any such predictions are subject to inherent
risks and uncertainties. Oliver Wyman accepts no responsibility for actual results or future events.

The opinions expressed in this report are valid only for the purpose stated herein and as of the date of this report. No obligation is
assumed to revise this report to reflect changes, events or conditions, which occur subsequent to the date hereof.

All decisions in connection with the implementation or use of advice or recommendations contained in this report are the sole
responsibility of the client. This report does not represent investment advice nor does it provide an opinion regarding the fairness of any
transaction to any and all parties.
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