e
.
BEESSSISILSEzzizas, as
""“““llll“““ _"Il““lllll
- I“l“ "Illl“""““ll““““ll
=SaEEEEER IaEmoiioamomme
i1 HEEE 1T 1 [ I T T T Tttt
EEEEEEm .
H EEN Tl Ll Nif
= & EEEEEEEE
EEEE .l“““l.““
= ““l“lllﬂ""
““l“ l“llll
i
1 1 |
(1 1 1| =
EEE ] o
... -
Emm EE T m
T 5 ) 1
g W lll““ T nDa
. “nll“ B " mmmsdr] b
]
IEEmmmmamaI. T T R
mEEEEECT e EE =] b
e ©lT
..l. ...... 2| <
— M ol
1 L Ol <«
i 5

A/

TOWERS WATSON

Watson. All rights reserved.

Gary Scott

©2013 Towers



Agenda

Introducing the Towers Watson Global Medical Trends Survey
Global medical inflation

Factors driving global medical costs

Tools employed to manage medical costs

How do we compare in South Africa
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The Survey

The Towers Watson Global Medical Trend Survey was completed in 2012

237 leading medical insurers participated from 48 countries

Participant profile

B 33%
B 35%

15%
B 12%

5%

towerswatson.com

Asia Pacific
Europe
Latin America

Middle East/
Africa

North America
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Key Findings
The survey results show that:

* The average medical trend is 9.8% for 2011 and
projected to be at a similar level for 2012.

» Aside from Europe, all regions are continuing to
experience global medical trend rates rising at
double-digit levels.

* While some countries are seeing rates stabilize,

a humber of growth markets in the Asia Pacific
region and Latin America continue to face increases
above 10%.

« While traditional cost management approaches
still dominate, wellness interventions are growing,
with insurers increasing their wellness capabilities
through in-house or partner resources.

* The prevalence of employer-sponsored health i

countries and more health insurers.

2009 2010 2011 2012~
Asia Pacific 9.9% 9.6% 10.1% 10.2%
Europe 9.4% 9.0% 8.5% 8.1%
Latin America 11.6% 10.0% 10.4% 10.5%
Middle East/Africa 10.9% 9.8% 10.7% 10.0%
North America 10.8% 12.1% 11.4% 11.0%
Global 10.2% 9.6% 9.8% 9.6%
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Middle East and Africa

Medical cost trends in the Middle East and Africa are
relatively stable at around 11% from 2010 to 2012. In
South Africa, one of the most advanced countries
worldwide in the use of wellness programs, the
medical trend rate dropped to just above 8% (down
from 12% in 2009). Most major locations in the Middle
East are experiencing gross medical trend rates
around 11%, including the United Arab Emirates and
Saudi Arabia. The trend in Egypt is also 11%. However,
unlike other countries, when inflation is taken out of
the equation, Egypt’'s medical trend growth is, in fact,
negative.

North America

North America (including Canada and the U.S.) reports
a trend of 11%. However, separate Towers Watson
research* indicates that leading employers in the U.S.
are experiencing a much lower trend (6% to 8%). High
cost pressures in the U.S. have been in place for some
time, and this lower number may be the result of
stronger health management initiatives finally paying
off for employers. The trend in Canada appears to be
dropping slightly for 2011 and 2012 — from 12.5% in
2009 to a projected level of 10.5% in 2012.
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India

South Africa

Russia

China

Nertherlands

Italy

SaudiArabia

Singapore

Unitied Kingdom

France

Brazil

Malasia

Ireland

Canada

USA

Sweden

towerswatson.com

Medical inflation net of general inflation

10.5%
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Sweden

France

Nertherlands

Canada

South Africa

Ireland

Singapore

Italy

Malasia

SaudiArabia

Brazil

Russia

India

USA

China

Unitied Kingdom

towerswatson.com

-1.5%

Medical inflation outlook

2.2%

2.3%
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What's Driving Medical Cost Increases?

P. variety of factors can contribute to shifts in health
care cost trends. While some are more specific to
certain markets and regions than others, many are
experienced universally. The top three cost drivers
have remained consistent with 2011 findings —

towerswatson.com
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The top three factors
driving costs have
remained consistent
with 2011 findings.
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Asia Pacific Europe Latin America Middle East/Africa North America
i Cardiovascular Cardiovascular Cancer Cardiovascular Gastrointestinal
2 Gastrointestinal Musculoskeletal Cardiovascular Cancer Cardiovascular
3 Cancer/Respiratory Cancer Gastrointestinal Respiratory Musculoskeletal
0% 20% A40% 60% 80%

Cardiovascular

67

Cancer

Gastrointestinal
47 Almost three-quarters of
insurers said that in five years,
Respiratory cancer would be the top

medical claim driver.

Musculoskeletal /Back

Accident

Mental health

Substance abuse

Other
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10% 20% 30%

2

40%

50% 60%

Contracted networks of providers for all treatments

Preapproval for scheduled inpatient services

Contracted networks for specific care

Chronic condition or disease management

Preapproval for diagnostic or advanced tests

Wellness features

Alternative cash allowances (public rather than private care)

Second medical opinion

Qther

towerswatson.com

Interestingly, more than
two in five respondents
find chronic condition or
disease management
tools effective in
managing costs.

0%

20% 40% 60% 80% 100%

Member coinsurance

11 35 29 26
Annual deductible
25 39 17 18
Annual limit on out-of-pocket expense
36 35 17 12
Premium cost sharing with employees
20 53 21 7

Never

1 Occasional 1 Typical W Very typical
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20% 40% 60% 80% 100%

Personal health assessment/Health risk assessment

Employee assistance programs (EAPs)
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Second medical opinion

67 10 20 2
Chronic condition or disease management program
a8 8 35 9
Lifestyle and health education
46 15 35 4

Fitness programs including pedometers/accelerometers

W Offered through our insurance services | Not currently offered
[l Offered through a partner M Not offered, but plan to in the next 12 months

Over a third still do not
offer chronic condition
or disease manage-
ment programs.
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Alcoholism and drug use
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HIV/AIDS
55.4 6.0

I
-]

Mental health and stress

53.0 6.0 41.0
Parents
53.0 | 6.0 41.0
Retirees
49.4 9.6 41.0

Speech services

45.8 4.8 49.4

Child dependents, age 23 and above
37.3 9.6 53.0
Second surgical opinion

301 4.8 65.1

Qut-ofcountry coverage
241 | 7.2 68.7

Mammograms
21.7 10.8 67.5

M Excluded ™ Excluded, but expect to cover in next 12 months I Included
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About Towers Watson

Towers Watson is a leading global professional services
company that helps organizations improve performance through
effective people, risk and financial management. With 14,000
associates around the world, we offer solutions in the areas
of employee benefits, talent management, rewards, and risk and
capital management.
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