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What is Behavioural Economics?

Behavioral Economics is the idea that people don’t always make strictly rational decisions.
People have emotions, imagination and are unpredictable and hence do not make perfectly rational, economic decisions
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What is Behavioural Economics?
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Overconfidence and Optimism | People’s expectations exceed the reality
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% who think they belong in the top 30% for
driving safety

83%
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Overconfidence and Optimism | People’s expectations exceed the reality
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% who think they belong in the top 30% for
driving safety

83%

Participants who'’s test scores put them in
the 12th percentile estimated themselves to
be in the 62nd

62%
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Overconfidence - How would you rate your health?

Correlation between perception of health and risk factor prevalence

0 1 2 3 4+
Number of risk factors

m Excellent m Good m Fair Poor/very poor
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Correlation between perception of health and risk factor prevalence

0 1 2
Number of risk factors -

m Excellent m Good m Fair Poor/very poor

CHANGING HEALTH INSURANCE FOR GOOD WI&“@




Hyperbolic Discounting / Present Bias

Individuals prefer \
rewards that happen in

an immediate future

Rather than a distant
one of higher value

Utility

v

Time
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Loss Aversion

More
Utility

£100 Loss

People like gains

Losses

....but hate losses
more
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Less
Utility

£100 gain

Gains
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Endowment effect




Endowment effect

Expected trade
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Endowment effect

O
@i

Students with the mugs S ERIERVIG R RIS
were willing to sell were willing to buy
them, on average, for them, on average, for
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What is a nudge?

Nu ge?é

R R S % S frs BT

hat

JIb'oh, the donuts®
are wayy
over there.
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Homer eating
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Traditional Insurance

Traditional insurance
A trade-off exists between consumer value and insurer profit
Society Policy-holders Insurer

Taxes Premiums

Expenditure Claims
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Shared-Value Insurance

Incentivising healthier behaviour creates value for policyholders,
Insurers, and society

Society Policy-holders Insurer

Taxes Premiums
Expenditure Claims
Reduced state expenditure Better price Lower claims
Improved employee productivity More benefits Improved selectivity
Reduced risk Lower lapses

Higher margins
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Shared-Value Equation

VALUE Incentive A Behaviour Risk Improvement Value

[
X
X
X

MEMBER Member Incentive A Behaviour Risk Improvement

IMPROVED

VITALITY SEHAVIOUR 0 SHARED

WELLNESS HEALTH UALUE
PROGRAMME CHANGE

OUTCOMES
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Shared-Value Equation

VALUE Incentive
MEMBER Member

VITALITY

WELLNESS
PROGRAMME
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Removing the cost barriers to entry - reducing the impact of hyperbolic discounting

V&L/y | AGE V&Hy | HEALTHCHECK

INCLUDED:

UNDERSTAND Vitulidy | e N/%Ctive

YOUR HEALTH
':E:' BLUECREST P35
HEALTH SCREENING &@&
Take Control of Your Health \ =
Up to Nuffield
50% off: Health

Healthcare

Correct as at February 2018
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Science behind the Vitality Age

AGE

An individual’s health age, adjusted
for the impact of lifestyle and clinical
physical and mental health risks
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Science behind the Vitality Age

Physical activity
Cholesterol & o

An individual’s health age, adjusted

for the impact of lifestyle and clinical
physical and mental health risks Alcohol
Mental

AGE

20
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Removing the cost barriers to entry - reducing the impact of hyperbolic discounting

Waﬁ./y [ V(fa&!y | HEALTHCHECK

_ INCLUDED:
L Vtbly | At
PAPERT. S
Up to Nuffield
50% off: Health

37/I8 Healthcare

GET
HEALTHY

Up to 50% cashback: - @)
~EatWell  Access: @ wglt%?\grs

Nuffield
50% off: .) Sy sweat:hop Damdlgoqd :} Health M

WE KNOW RUNNING — CLUBS —
. To Stop Sl"ok" 'g

Up to 40% off: GARMIN. PokAar.

Earn points: - f|tb|t NOKIA M

ibdity
Correct as at February 2018

GARMI N DQ{\(L_"‘]
Vitelity

Wellbeing & Relaxation  75% off:  cyameNEys
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Removing the cost barriers to entry - reducing the impact of hyperbolic discounting

Removing the barriers to
entry remove the impact of
hyperbolic discounting

Utility

v

Time
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Intelligent incentives lead to behaviour change

VALUE Incentive A Behaviour

MEMBER Member Incentive

[
X

VITALITY
WELLNESS BEHAVIOUR

PROGRAMME CHANGE
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Loss aversion and the endowment effect used to incentivise healthy behaviour

Vﬂak/y [ V&Hy | HEALTHCHECK

INCLUDED:

Up to 25% off: Syt Puggsrond”

STATUS - M £ 2 GET UNDERSTAND tlzbifu | op (i
Up to 25% off: 4 Vitulity A
REWARDS g Wd"“" ocode REWARDED YOUR HEALTH | Q/%Ct'\’e
.
Up to 40% off: BRITISH AIRWAYS ~* -
BLUECREST 745
, HEALTH SCREENING
Up tO 50% Off P " EUROSTAR™ Take Control of Your Health &Kﬂt
Up to Nuffield
50% off: Health

Ve @WATCH

ACTIVE
REWARDS ﬁcineworld

lllllll

37/I8 Healthcare

GET
HEALTHY

Up to 50% cashback: - @)
Eat Well  Access: @ Wﬁ't%'r'\'érs

Nuffield
50% off: .) Sy sweat<hop Damd@oqd :} Health M

uuuuuuuuuuuuu — CLUBS —
Stop Smoking Access:

To Stop Smoking

Up to 40% off: GARMlNM Poikmar.

Wellbeing & Relaxation  75% off: CHAMPNEYS
Earn points: f|tb|t NOKIA M
Vit
i Correct as at February 2018

GARMI N DQ{\(L_"‘]
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Active rewards with Apple watch — Using loss aversion to encourage behaviour change

Get Apple Watch > Get Active Members who earn
160 Vitality activity e
points each month will g
have a Direct Debit

You have 5 days to earn 33 Vitality points and increase
p ay m e n t Of £0 April's Vitality contribution to £12.50

'YOURTOTAL CONTRIBUTIONS

‘ou have earned £35.00 of Vitality contributions over 5
onths. This benefit completes on 31 December 2018.

£29

ACTIVITY POINTS 0-39 160+
_ _ EARNED INAMONTH
Up-front activation (4 ]
MONTHLY DIRECT
DEBIT PAYMENT £12.50 £0
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Active rewards with Apple watch — Using loss aversion to encourage behaviour change

More
Utility

People like gains.....
£12.50 loss

Losses £12.50 gain Gains

....but hate losses
more

Less
Utility
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The mathematics of Shared-Value

VALUE Incentive

A Behaviour

Risk Improvement

MEMBER Member

VITALITY
WELLNESS

PROGRAMME
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Incentive A Behaviour

IMPROVED

BEHAVIOUR
CHANGE

HEALTH
OUTCOMES
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Reducing costs balances our mental discounting

ity 2

VITALITY SHOPPERS HAVE SIGNIFICANTLY HIGHER PERCENTAGES OF HEALTHY FOOD IN THEIR BASKET
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Reducing costs balances our mental discounting

i¥alify ot

VITALITY SHOPPERS HAVE SIGNIFICANTLY HIGHER PERCENTAGES OF HEALTHY FOOD IN THEIR BASKET

+1 9%@

VITALITY OCADO SHOPPERS HEALTHY
O O FOOD AFTER BENEFIT LAUNCH

VITALITY OCADO SHOPPERS HEALTHY
FOOD BEFORE BENEFIT LAUNCH

~
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Loss aversion as a tool to prompt further behaviour change

GET APPLE WATCH 3 > GETACTIVE

ACTIVITY POINTS
EARMED [N A MCHTH ‘]60-’-

£29 0

. . DIRECT OF I?I'..:!-E.:-'rj-j:.lll]'l ED
Up-front activation
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Loss aversion as a tool to prompt further behaviour change

GET APPLE WATCH 3 > GETACTIVE

160+

ACTNITY POINTS
EARNEL [N A MCHTH
POINTS PRE APPLE WATCH POINTS POST APPLE WATCH
9 (MEMBERS EARNING PHYSICAL (MEMBERS EARNING PHYSICAL
ACTIVITY POINTS) ACTIVITY POINTS)

. . DIRECT OF I?I'..:!-E:i'rij:.lll]'l ED
Up-front activation
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Intelligent incentives lead to behaviour change

VALUE Incentive A Behaviour Risk Improvement Value

[
X
X
X

MEMBER Member Incentive A Behaviour Risk Improvement

VITALITY IMPROVED
WELLNESS BEHAVIOUR HEAITH SHARED

PROGRAMME CHANGE OUTCOMES VALUE
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The effect of the incentives and the resulting improvement in health outcomes has resulted
In substantial additional value for all stakeholders

Value by Status Overall value from Vitality
Principal member and spouse Value derived through the Vitality wellness
(£ per annum) programme (£m)
® o 62.4
! :1 51.4
41.4
34.1
o q o
[sel | O _ 2 Xt
o M o — B
< (@)] - (42)
—
= - s 17.7
=4 o
Ry < =
’
(Q\|
Bronze Silver Gold Platinum 2012/2013 2013/2014 2014/2015 2015/2016 2016/2017F

m18-34 m35-44 m45-59

CHANGING HEALTH INSURANCE FOR GOOD

Vitelity




Better lifestyle behaviours lead to lower morbidity and mortality and derive actuarial surplus

ENGAGEMENT RESULTS IN REDUCED RISK FACTORS

A2 35% of 2,120 members WERE SMOKERS AND QUIT

WERE INSUFFICIENTLY ACTIVEAND | of members who completed a Vitality Age
[ﬂ=ﬂ] 46% of 12,140 members BECAME MORE ACTIVE in both 2016 and 2017

@ 32% of 20,425 members HAD POOR DIETS AND IMPROVED

THEIR NUTRITION

CHANGING HEALTH INSURANCE FOR GOOD W{&‘i@



Better lifestyle behaviours lead to lower morbidity and mortality and derive actuarial surplus

ENGAGEMENT RESULTS IN REDUCED RISK FACTORS

.=\;.a“. 35% of 2,120 members WERE SMOKERS AND QUIT

WERE INSUFFICIENTLY ACTIVEAND | of members who completed a Vitality Age
[ﬂ=ﬂ] 46% of 12,140 members BECAME MORE ACTIVE

in both 2016 and 2017
0 HAD POOR DIETS AND IMPROVED
@ 32% of 20,425 members [ Ut

REDUCTIONS IN VITALITY AGE MORE EVIDENT AMONGST HIGHER RISK GROUPS

% OF MEMBERS WITH REDUCTION, HOLD OR INCREASE IN VITALITY AGE GAP BY STARTING VITALITY AGE GAP

@ INCREASED VITALITY AGE GAP two-thirds of engaged Vitality members
@ MAINTAINED VITALITY AGE reduce their Vitality Age gap over a
@ REDUCED VITALITY AGE GAP period of 1 year

UPTOO 0-3 36 MORETHAN &
STARTING VITALITY AGE GAP (VITALITY AGE - ACTUAL AGE)
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The Vitality claims cost study demonstrates the impact of health outcomes on claims

Claims rates for Vitality members based on initial wellness engagement and subsequent increases in health
engagement

Low initial engagement .
High initial engagement ¢

Level of claims (£)

Change in engagement (physical activity points earned)

Source: 47,000 Vitality Health members 2014 - 2016
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The Vitality claims cost study demonstrates the impact of health outcomes on claims

Claims rates for Vitality members based on initial wellness engagement and subsequent increases in health

engagement
INCREASING WELLNESS ENGAGEMENT
>

Members with high levels of physical
®) activity who continually increase their
g activity experience up to 33% lower claims
E
o Low initial engagement @—~—_" "~~~ "~~~ T-TT-T-T=-&=&==&===/===TmTmTmm I_ -7 f_ -TTT
‘5 o mpact of positive
- High initial engagement behaviour change |
o !
- |

¥

Change in engagement (physical activity points earned)

Source: 47,000 Vitality Health members 2014 - 2016
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The Vitality claims cost study demonstrates the impact of health outcomes on claims

Claims rates for Vitality members based on initial wellness engagement and subsequent decreases in health
engagement

Members who became even less active,

) Impact of negative experience up to 4% higher claims

g behaviour change compared with the unengaged members
T 4 i

E \ Low initial engagement

o e ® High initial engagement

(O] |

D DECREASING WELLNESS

— ENGAGEMENT |

<

Change in engagement (physical activity points earned)

Source: 47,000 Vitality Health members 2014 - 2016
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Shared Value for employer

Cross Sectional Study (90,000 members)

ABSENCE DAYS
UK AVERAGE 4.6
37 3.6 23 : .
. . . ) . ':%:.
GYM ONLY DEVICE STEPS ONLY HEART RATE .» nﬁ ACTIVITY
AND GYM

MEANS OF TRACKING PHYSICALACTIVITY

MEMBERS TRACKING MEMBERS TRACKING
HIGHER-INTENSITY ACTIVITY LOWER-INTENSITY
(SUCH AS HEARTRATE AND  ACTIVITY (STEPS) WERE

CALORIES BURNED) HAD FOUND TO HAVE

53% 24%

FEWER SICK DAYS FEWER SICK DAYS
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Shared Value for employer

Cross Sectional Study (90,000 members) Longitudinal study (30,000 members)
ABSENCE DAYS REDUCTION IN ABSENCE DAYS
UK AVERAGE 4.6 NO ACTIVITY GYM ONLY DEVICE AND GYM STEPS ONLY HEART RATE

GYM ONLY DEVICE STEPS ONLY HEART RATE NO ACTIVITY
AND GYM 49 0%

N~

MEANS OF TRACKING PHYSICALACTIVITY

CHANGE IN ABSENCE OVER 1 YEAR

MEMBERS TRACKING MEMBERS TRACKING I:I
HIGHER-INTENSITY ACTIVITY  LOWER-INTENSITY o
(SUCH AS HEART RATE AND  ACTIVITY (STEPS) WERE . 2 3 0/ H - b
CALORIES BURNED) HAD FOUND TO HAVE 0
5 3 (y 2 4 0/ VITALITY AGE GAP REDUCED FRUIT AND VEG INCREASED

FEWER SICK DAYS FEWER SICK DAYS
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The impact of health on productivity holds true across a number of dimensions

* Employee lifestyle choices, health
and productivity

Days productive time lost by health
status

50
42
35 36
28
24
20

17 I I

<0 02 24 46 68 810 10-12 12+

Vitality Age gap

Employee health and lifestyle choices
are a key driver of work impairment
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The impact of health on productivity holds true across a number of dimensions

' Employee lifestyle choices, health Changes in lifestyle and impact
and productivity | on productivity
Days productive time lost by health Change in days lost due to
status presenteeism related to changes in
50 lifestyle behaviours over 1 year
23.2
42
36
35
20.2 20.2
28
24 18.4
20 17.4 17.4
] I I
<0 02 24 46 68 810 1012 12+ Obese to Exercise into  Increased sleep
Vitality Age gap overweight range
Before m After
Employee health and lifestyle choices When employees improve their lifestyle
are a key driver of work impairment choices, their productivity improves
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The impact of health on productivity holds true across a number of dimensions

' Employee lifestyle choices, health Changes in lifestyle and impact Employee health and
and productivity _ on productivity organisational productivity
Days productive time lost by health Change in days lost due to Lost productive time (days per
status presenteeism related to changes in employee per year).
50 lifestyle behaviours over 1 year
23.2 29.2
42
36 20%
35 20.2 20.2 lower work impairment
28
24 18.4 23.4
20 17.4 17.4
] I I I I
<0 02 24 46 68 810 1012 12+ Obese to Exercise into  Increased sleep Bottom 20%: Least Top 20%: Healthiest
Vitality Age gap overweight range healthy employees employees

Before m After

Employee health and lifestyle choices When employees improve their lifestyle 6 additional days of productive time per
are a key driver of work impairment choices, their productivity improves employee in healthier organisations
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Vitality Shared-Value Insurance is being exported to the world’s leading insurers

PING AN

Di WhoSieek, | Vit
AlA W“my MIZZJ;W Vfaﬂ‘{y e @&z < SUMITOMO LIFE

M Manulife | Wity

Singapore (2013) Malaysia SA (1997) Germany (2016) US (2015) China (2009) Japan (2018)
Australia (2014) (2016) UK (2004) France (2017) Canada (2016)
Hong Kong Thailand (tbd) Austria (2017)
(2015)
Philippines
(2015)

Vitelity

CHANGING HEALTH INSURANCE FOR GOOD




The Vitality model is recognised globally for delivering social value

Fortune’s Harvard Business School : : World Economic
- , McKinse uarterl International media
Change the World list Michael Porter yQ y Forum
B B B B
100 FASTEST-GROWING COMPANIES 2015 ‘ o e
FORTU N o | e Sy Quari
| A savsas How Discovery Getting on the treadmill Wite Paper
keeps innovating A s L

Human-Centric Health:
Behaviour Change and
the Prevention of Non-
Communicable Diseases

GHANGE
"

In collaboration with Willis Towers Watson

Vitality named leading health innovator at Davos in 2017

CHANGING HEALTH INSURANCE FOR GOOD Wfaﬁfy



