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Abstract

Specialty biologics now exceed 50 percent of total pharmacy spend and represen
fastest-growing component of medical loss ratio across commercial and governn
payers. Cell and gene therapies introduce single-event liabilities reaching multij
millions of dollars that existing stop-loss and reinsurance structures inadequate
address. Current cost management approaches including pharmacy benefit man:
rebate contracting, site-of-care optimization, and prior authorization address pr
mechanics but fail to mitigate underlying actuarial volatility. The structural

opportunity exists to build a healthcare-native risk pooling and financial engine
platform that transforms specialty pharmaceutical exposure into structured fina
instruments combining reinsurance, asset management, pharmaceutical contrac
and predictive analytics. This company would function as the volatility dampene
biologic spend across self-insured employers, regional health plans, and Medica

Advantage organizations.
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The Structural Failure of Current
Specialty Drug Risk Management

The pharmaceutical cost crisis everyone talks about misses the actual problem. "
drug prices are high and yeah PBMs are extracting rents and yeah manufacturer
games with list vs net pricing but none of that explains why actuaries at mid-siz:
health plans are losing sleep over their specialty pharmacy book. The issue is vol

not absolute cost levels.

Consider the math facing a regional Blues plan covering 400k lives. Their total
pharmacy spend runs maybe 2.5 billion annually with specialty representing 1.4
billion of that. Within specialty you have predictable high-cost maintenance the
like Humira or Enbrel where utilization patterns follow established curves. The;
have the tail risk stuff. A member diagnosed with spinal muscular atrophy gets
Zolgensma at 2.1 million as a one-time dose. Three members start CAR-T theray
relapsed lymphoma at 475k each. Employer group with 800 lives has four memb:
initiate Wegovy which cascades into 15 members on GLP-1s within six months

fundamentally changing their pharmacy spend trajectory.



The actuarial models these plans use to set premiums and reserve requirements
cannot accurately predict this kind of stuff. Disease progression modeling for ra
conditions requires longitudinal data these plans do not have. Drug pipeline

intelligence and FDA approval timing affects utilization curves but nobody intey
this into their forecasting. Real-world effectiveness data that would let you mod:
adherence and outcomes sits in fragmented claims databases that are not linked

genomic or biomarker signals.

What you end up with is conservative pricing by stop-loss carriers who know the
cannot model the risk accurately so they build in massive buffers. Small and mid
payers get hit disproportionately hard because they lack scale to absorb the stati
noise. One bad case can blow up your medical loss ratio for the year. This create
premium instability, forces benefit design distortions like putting gene therapie
medical instead of pharmacy benefit to push them above stop-loss thresholds, ar

generally makes the whole system inefficient.

The tools payers currently use do not address actuarial volatility at all. PBMs
negotiate rebates which affect net cost but do nothing for the timing or probabil
distribution of high-cost claims. Prior authorization just delays spend and creat:
administrative friction without changing the underlying exposure. Site-of-care
steering moves a 15k infusion from hospital outpatient to physician office and s:
40 percent on admin fees but the drug cost is the drug cost. Outcomes-based
contracting with manufacturers sounds good but the contracts are mostly vapor
because nobody has the data infrastructure to actually measure outcomes at scal

enforce clawbacks.

The gap in the market is someone who can take the volatility itself and turn it in
structured product that institutional investors will buy. You need to aggregate

exposure across multiple payers to get statistical smoothing, build predictive mc
that actually work for tail risk, negotiate at portfolio scale with manufacturers,
then slice the risk into tranches that can be priced and sold. This is fundamenta

capital markets problem dressed up as a healthcare problem.



What Actually Needs to Get Built

The company that solves this looks like a weird hybrid of a reinsurance carrier,
quantitative hedge fund, a data infrastructure platform, and a pharmaceutical
contracting entity all smashed together. Call it BioRisk Capital or whatever the
branding people come up with but the core concept is transforming specialty dr

exposure into predictable hedgeable risk products.

Here is what it does. It aggregates biologic risk across multiple payers through a
pooled specialty drug risk facility. Every participating payer contributes their
specialty pharmacy book into the pool and gets back volatility protection calibre
their specific exposure profile. The platform uses machine learning and traditios
actuarial methods to forecast catastrophic drug spend with way better accuracy
anyone currently achieves. It negotiates outcomes-based contracts with
pharmaceutical manufacturers at portfolio level which gives you leverage no
individual payer has. Then it structures the pooled risk into financial instrumen
including reinsurance layers, catastrophic bonds, risk participation notes, and n

year smoothing contracts that institutional investors can buy.

The revenue model works off several streams. You charge participation fees as a
percentage of specialty pharmacy spend under management plus shared savings
actual volatility comes in lower than what payers would have faced independent]
You capture spread between predicted and actual pooled loss ratios which is pu
alpha if your models are good. You earn capital markets fees on structured prod
issuance and management of risk participation vehicles. You arbitrage the differ
between what manufacturers will pay for outcomes-based rebates when you have

pooled data versus what individual payers could negotiate.

Customer segments are self-insured employers above 100 million in annual med
spend, regional Blues plans, Medicare Advantage organizations, ACOs taking

downside risk, and captive stop-loss carriers who want to offload the tail. You at
going after Walmart or Amazon who can absorb the volatility themselves. You w
the organizations big enough to have material specialty spend but small enough

statistical noise actually matters to their financial performance.



How the Business Model Works

Think about how this actually operates day to day. A regional MA plan with 250
members signs up. Their specialty pharmacy spend runs 600 million annually wi
maybe 40 million in gene therapy and CAR-T exposure based on their populatio
demographics and disease prevalence. They pay you 2 percent of specialty spend
participation fee which is 12 million per year. In exchange they get protection ag
catastrophic single-member events above some threshold like 1 million and smo

of overall specialty trend volatility.

You aggregate them into a pool with maybe 20 other similar-sized plans giving y
million lives and 12 billion in specialty spend under management. At that scale t
law of large numbers starts working for you. Individual member shocks that wot
destroy a single plan’s financials become predictable at portfolio level. Your moc
can forecast with reasonable accuracy that across 5 million lives you will see X ¢
of spinal muscular atrophy, Y cases of hemophilia requiring factor replacement,

members starting CAR-T, etc.

The modeling stack is where this gets interesting. You ingest real-time medical :
pharmacy claims from all participating payers into a HIPAA-compliant data
lakehouse. You layer in specialty pharmacy distribution data, prior authorizatios
metadata, clinical outcomes data where available, genomic and biomarker signal
members who have that data, drug pipeline intelligence from FDA filings and p!
investor disclosures, and CMS policy updates that might shift coverage or

reimbursement.

You build disease progression models using survival analysis techniques like Co
proportional hazards and deep learning survival networks. You model competin;
because members do not just progress linearly through disease states, they die o
switch therapies or become non-adherent. You forecast drug uptake using Bayes
diffusion models that account for pipeline timing, prescriber network effects, ar
payer formulary positioning. You run Monte Carlo simulations to stress test the

portfolio against catastrophic scenarios like three major gene therapies getting 1



approval simultaneously or a breakthrough CAR-T therapy expanding indicatiot

earlier lines of treatment.

The pharma contracting piece is where you create real value. Manufacturers hat;
volatility too because it makes their revenue forecasting unreliable and creates

political risk when one payer gets hit with a cluster of high-cost cases and make
noise in the press. If you show up representing 5 million covered lives with cred
outcomes measurement infrastructure you can negotiate portfolio-level deals th:
individual payers cannot access. You structure outcomes-based contracts where
rebates are tied to real-world effectiveness measured across your pooled populat
a gene therapy achieves durable response in 85 percent of treated patients based
your longitudinal data you pay list price. If it only hits 60 percent you get rebate

bring effective cost down 40 percent.

This only works if you actually measure outcomes which requires linking claims
clinical data and following patients long enough to see durable effects. Most
outcomes-based contracts today are fake because nobody has the infrastructure

enforce them. You are building that infrastructure as a core competency.

The risk structuring is where financial engineering comes in. You slice the poole
exposure into tranches. Layer one is predictable baseline specialty spend that yo
forecast with high confidence. Layer two is high-cost outlier cases that happen

regularly but with some randomness in timing. Layer three is gene therapy shocl
events like Zolgensma or hemophilia gene therapy. Layer four is catastrophic sys
exposure driven by pipeline developments like a whole new class of biologics gei

approved.

Each layer gets priced differently and backed by appropriate capital. The predic
stuff you can just reinsure through traditional channels. The outlier layer you hc
balance sheet because your models give you edge. The gene therapy shock layer 1
might syndicate to specialist reinsurers or structure as catastrophe bonds. The

systemic pipeline risk you turn into parametric instruments that pay out based ¢

FDA approval events or other observable triggers.



Institutional investors love this because healthcare cost risk is uncorrelated witt
equity markets or traditional fixed income. A pension fund or sovereign wealth 1
looking for alternative yield can buy specialty drug catastrophe bonds that pay 8
percent coupons and have totally different risk drivers than their other holdings
correlation to broader markets is basically zero because whether the S&P goes u
down has nothing to do with how many people get diagnosed with rare diseases

requiring million-dollar biologics.

Technical Architecture and Data
Infrastructure

The data layer is where you either win or die. You need real-time feeds of medic
pharmacy claims from every participating payer which means integrating with tl
core admin systems. Most health plans run ancient mainframes with batch proce
so getting real-time data out is a whole integration nightmare. You probably enc
building custom connectors for every major admin platform like HealthEdge,

Cognizant, Facets, etc.

You need specialty pharmacy distribution data because a lot of high-cost drugs 1
through specialty pharmacies and distributors who see utilization before it hits
claims systems. If you can see prior authorization requests hitting specialty phat
networks you get leading indicators of upcoming spend. Same with buy-and-bill
administered in physician offices where the claim lag can be 90 days but you can

ordering patterns in real-time from distributors.

Genomic and biomarker data is the holy grail but hard to get at scale. Some payze
starting to integrate genetic testing results into clinical decision support but it i
fragmented. If you can identify members with genetic markers that predict resp
to specific biologics you can radically improve your outcomes-based contracting
models. Member has BRCA mutation and is on PARP inhibitor, you can model

progression-free survival way better than just using claims-based proxies.

Drug pipeline intelligence means tracking every specialty biologic in phase 2 an;

trials, monitoring FDA advisory committee meetings, reading pharma earnings ¢



and building models of approval probability and launch timing. When you see a
therapy for Duchenne muscular dystrophy likely to get approved in 18 monthsy
can start forecasting how many members in your pool have Duchenne and what -

budget impact will be. Most payers do not do this systematically.

The entity resolution problem is annoying but critical. Members switch plans, h
coverage gaps, use multiple pharmacies. You need to stitch together longitudina
member journeys across payers and time to build accurate progression models.
requires probabilistic matching on demographics, claims patterns, and clinical s

without having a universal member ID because HIPAA.

Architecture-wise you are building a cloud-native data lakehouse probably on
Snowflake or Databricks with incremental processing pipelines. De-identified
federated modeling framework so you can train models across payer datasets wit
moving sensitive data around. Real-time risk scoring APIs that payers can hit to

member-level catastrophic risk scores for care management outreach.

The Predictive Modeling Stack

Disease progression modeling for rare conditions is genuinely hard because you
tiny sample sizes and long observation windows. For something like spinal musc
atrophy you might only have 30 cases across your entire pool and the natural his
unfolds over years. You cannot just throw gradient boosting at this and expect g

results.

Survival modeling techniques work better. Cox proportional hazards lets you est
time-to-event outcomes while adjusting for covariates like age, disease severity
markers, comorbidities. Deep survival networks extend this with neural architec
that can capture nonlinear interactions. You are modeling things like time to
treatment initiation, time to therapy switch, time to hospitalization for disease

complications.

Competing risks matter a lot because members face multiple possible outcomes.

Someone with advanced cancer might start an expensive biologic but could also



from disease progression, develop treatment-limiting toxicity, or lose insurance
coverage. You need competing risk frameworks that model the probability of eas

outcome conditional on observables.

Transition state modeling using Markov or semi-Markov processes works well fc
chronic conditions with defined disease states. Member moves from newly diagn
to first-line therapy to progression to second-line therapy to end-stage disease. I
transition has a probability that depends on member characteristics and treatme
patterns. You can simulate thousands of member trajectories and aggregate up t

portfolio-level forecasts.

Drug uptake forecasting is its own beast. New biologics do not follow simple ad:
curves because uptake depends on formulary positioning, prior authorization
requirements, competing therapies, physician awareness, and patient characteri:
Bayesian diffusion models let you update your forecast as you observe early utili
patterns. If a new CAR-T therapy is approved for third-line diffuse large B-cell
lymphoma you can model how quickly oncologists will adopt it based on trial da

cost, and availability of alternatives.

Prescriber network modeling matters because physicians cluster in referral patt
If a major academic medical center starts using a new biologic aggressively and t
have tight referral relationships with 200 community oncologists you will see

cascading adoption. You can model this as a network diffusion process.

Catastrophic risk simulation is where you stress test the portfolio. Monte Carlo
methods let you generate thousands of scenarios and look at tail outcomes. Wha
the 95th percentile of gene therapy spend? What is the probability of five or mo;
Zolgensma cases in a single year? Heavy-tail distribution modeling using genera
Pareto distributions or extreme value theory helps you price the catastrophic lay

accurately.

Outcomes-based pricing models need causal inference because you want to knov
biologic actually worked not just whether the member got better. Counterfactua

inference using propensity score matching or inverse probability weighting lets



estimate what would have happened without treatment. Uplift modeling technig
from marketing can estimate heterogeneous treatment effects across member
subgroups. Reinforcement learning approaches can optimize contract structures

simulating different rebate schedules and seeing which ones align incentives bes

Risk Pooling Mechanics and Capital
Structure

The pooling engine aggregates exposure and slices it into tranches that can be p
and capitalized differently. Layer one is predictable specialty spend where your
models have tight confidence intervals. This represents maybe 70 percent of tote
spend and you can forecast it within 5 percent accuracy. You hold minimal capit
against this and just pass through the cost to participating payers with a small

management fee.

Layer two is high-cost outlier cases that happen with some regularity but randot
timing. Members on hemophilia factor replacement who have bleeding episodes
requiring hospitalization. Cancer patients progressing through multiple lines of
therapy. This is maybe 20 percent of spend and your models can forecast the

distribution but not specific timing. You hold capital reserves to smooth timing

mismatches and charge payers a volatility premium.

Layer three is gene therapy shock events. Zolgensma cases, hemophilia gene thei
CAR-T for rare indications. These are low-probability high-severity events. May
percent of spend but any individual payer might see zero cases one year and thre
cases the next. At portfolio scale you can predict the aggregate pretty well. You I
capital against this layer and potentially syndicate some risk to reinsurers or stri

as catastrophe bonds.

Layer four is catastrophic systemic exposure driven by pipeline developments. F
approves gene therapy for Duchenne muscular dystrophy and suddenly you have
members across your pool who are candidates. New Alzheimer’s biologic gets

approved and your eligible population explodes. This is the true tail risk that co



blow up the whole model. You need parametric instruments that pay out based «

observable triggers like FDA approvals or CMS coverage decisions.

Each layer is priced dynamically based on current forecasts. As new data comes
your models update and pricing adjusts. Payers who contribute members with h
catastrophic risk profiles pay more. You are not cross-subsidizing, you are pooli;

volatility while maintaining actuarial fairness.

The capital structure needs to support both insurance risk and investment risk.
probably start as a managing general underwriter or reinsurance intermediary

fronting through a licensed carrier to avoid the pain of getting your own insurar
license in 50 states. As you scale you might pursue a specialty reinsurance licens

even a full insurance charter.

You need facility capital to back the pooled reserves. Early on this might be 150
million from a mix of reinsurers, pension funds, and insurance-linked securities
investors. Long-term you are managing multi-billion dollar risk vehicles that

institutional investors treat as an alternative asset class.

Regulatory Positioning and Licensing
Strategy

The regulatory maze here is complex because you are touching insurance regulai
securities regulation, ERISA, and CMS rules all at once. Insurance licensing vari
state but you probably need to be licensed as either an MGU, reinsurance

intermediary, or specialty reinsurer depending on how you structure the risk tra

Operating as an MGU means you underwrite and administer policies on behalf «
fronting carrier who holds the actual license. This is faster to set up but you spli
economics with the fronting carrier. Reinsurance intermediary means you broke
reinsurance transactions between payers and reinsurers which is lighter touch b
limits how much risk you can hold on your balance sheet. Full specialty reinsure
license gives you maximum flexibility but requires serious capital and regulatory

approval processes.



ERISA considerations matter for self-insured employers. Stop-loss coverage for
plans needs to comply with Department of Labor regulations around what const
insurance versus investment products. You need clean separation between the ri

pooling and investment vehicles.

CMS rules affect Medicare Advantage plans who want to participate. MA bids a
based on expected costs and any risk mitigation arrangement needs to be reflect:
accurately in bid pricing. CMS is generally fine with reinsurance but gets twitch

about arrangements that might be gaming the risk adjustment system.

Securities regulation comes in when you start issuing structured products.

Catastrophe bonds are securities that need SEC registration unless you structur
them as Reg D private placements to accredited investors. Risk participation nor
probably securities too. You need a broker-dealer license or partnership with an

investment bank to distribute these.

The key is structuring each component correctly for its regulatory domain. Insu
risk stays in the insurance regulated entity. Investment products go through seci
channels. Keep them cleanly separated from a legal and capital perspective even

though operationally they are integrated.

Competitive Landscape and Why Nobo:
Has Done This Yet

The existing players all have pieces of this but nobody combines them. PBMs lik
CVS Caremark or Express Scripts have the pharmacy data and manufacturer
relationships but they are fundamentally rebate aggregators not volatility manag
Their business model is extracting spread between what they pay manufacturers
what they charge payers. They have zero incentive to reduce volatility because

volatility drives demand for their services.

Stop-loss carriers like Sun Life or Munich Re understand insurance risk and has
actuarial modeling capabilities but they do not have specialty drug-level data or

predictive modeling infrastructure. They price conservatively because they cann



accurately forecast tail risk. If someone showed up with better models they woul

happily cede some risk or partner.

Specialty pharmacies like Accredo or Diplomat have distribution data and see
utilization patterns in real-time but they are operationally focused on dispensin;
patient support services. They are not set up to aggregate risk or structure finan

products.

Data and analytics firms like IQVIA have pharmaceutical market intelligence an
some claims data but they do not do pooled risk underwriting. They sell insights

manufacturers and payers, they do not take balance sheet risk.

The reason nobody has combined these is partly that it requires expertise across
domains that do not usually talk to each other. You need people who understand
reinsurance actuarial work, quantitative finance, healthcare data engineering,

pharmaceutical contracting, and regulatory compliance all working together. Th

talent pool basically does not exist in one place.

It also requires serious upfront capital before you generate revenue. You need tc
the data infrastructure, hire the quant team, sign up the first payers, prove the n
work, and only then can you start structuring financial products that investors w
buy. That is a three to five year build that requires patient capital which is hard

find in venture.

The opportunity exists because specialty drug spend is growing at 10 to 15 perce
annually and volatility is increasing as more gene and cell therapies get approvec
pain points are getting worse and the traditional tools are not working. Someone
going to build this eventually and whoever gets there first with credible models

payer relationships wins the market.

Moat Development and Defensibility

The moat here is all about data network effects and model accuracy compoundir

over time. Your longitudinal specialty claims dataset gets more valuable as it grc



because you can train better models on more diverse populations. Every additior
payer who joins the pool strengthens your forecasting accuracy which makes the

more attractive to the next payer.

Proprietary disease progression models become defensible as you accumulate
member-years of observation. Other people can see the published literature on r
history studies but you have real-world data at scale showing how patients actua

progress through treatment lines in practice which is different from clinical tria

Pharmaceutical portfolio-level negotiation leverage compounds as you grow. Wh
you represent 5 million lives you get decent contracts. When you represent 20 m
lives you are must-have distribution for manufacturers launching new biologics.

can demand outcomes-based terms that smaller payers cannot access.

Investor trust in healthcare-linked securities takes years to build. The first

catastrophe bond you issue will be hard to place because investors do not under:
the asset class. By the tenth issuance you have track record and investors have g
comfortable with the risk-return profile. New entrants cannot replicate that trus

quickly.

Embedded payer contracts with multi-year terms create switching costs. Once a
has integrated their claims systems with your platform and their finance team is
to the volatility smoothing, moving to a competitor means re-integration pain an
uncertainty during the transition. You can lock in relationships for three to five

terms.

The compounding effect of these moats means the leader probably captures 60
percent market share long-term. This is not a fragmented market where ten play
coexist. The data advantages and capital requirements create a natural oligopoly

maybe three serious players maximum.

Go-to-Market Execution Over 36 Month



Phase one in months zero to twelve is about proving the concept with anchor pa
You need two to three regional MA plans or large self-insured employers willing
contribute data and participate in the initial pool. Target organizations with 20C
500k covered lives and material specialty spend exposure but without the intern

actuarial sophistication to model this themselves.

You build the core data infrastructure and initial specialty risk models. Focus o1
high-impact conditions like hemophilia, CAR-T eligible cancers, and hereditary
genetic disorders where you can show clear forecasting improvement over naive
methods. Structure the first pooled risk facility as a simple excess-of-loss reinsu

arrangement where you take catastrophic risk above some threshold.

The key metric in year one is demonstrating MLR smoothing. Show that particif
payers had 30 percent lower coefficient of variation in their specialty pharmacy :
compared to baseline. Publish the results in a credible healthcare economics jou

to build academic legitimacy.

Phase two in months twelve to twenty-four is about scaling the pool and adding
pharmaceutical contracting. Sign up ten to fifteen additional payers to get to crii
mass around 3 to 5 million lives under management. Negotiate your first outcorr
based portfolio contracts with two or three major biologic manufacturers. Focus
drugs with clear clinical endpoints like progression-free survival or durable conr

response where you can credibly measure outcomes in claims data.

Launch the first risk participation vehicle for institutional investors. Start small
maybe 100 million in a private placement to pension funds and insurance invest
who understand actuarial risk. Use this to prove out the financial structuring an

build investor relationships.

Expand into self-insured employers by partnering with benefits consultants like
Mercer or Aon who advise large corporations on health benefits strategy. Positic
product as a way to protect against catastrophic drug spend while maintaining p

design flexibility.



Phase three in months twenty-four to thirty-six is capital markets entry and pros
expansion. Issue your first specialty drug catastrophe bond. This will be hard be
it is a novel asset class but if you have two years of performance data and credib]
actuarial modeling you can get it done. Target a 200 to 300 million issuance witk

investment grade ratings.

Expand into gene therapy shock protection as a standalone product for payers w
want catastrophic coverage without full pool participation. This is a simpler pro

to sell but still demonstrates your modeling capabilities.

Integrate global risk pooling by expanding into international markets where spe
drug volatility is an issue but local risk management infrastructure is even less
developed. European health systems and emerging market private insurers face

similar challenges but have fewer solutions available.

By month thirty-six you want to be at 10 million lives under management, 20 bil
specialty spend, and 500 million to 1 billion in structured risk products issued.’
scale makes you the category leader and sets up either strategic exit or continuec

independent growth.

Capital Requirements and Exit Scenari

Early stage capital needs are 30 to 50 million for a Series A that funds the data

infrastructure buildout, actuarial and quantitative modeling team, regulatory an
licensing costs, and initial payer sales. This is expensive for venture because you
building regulated financial infrastructure not software-as-a-service with 90 per
gross margins. You probably need growth equity or insurance-focused investors

understand longer development timelines.

Growth capital in the 150 to 250 million range seeds the pooled reserves and fac
capital. This comes from reinsurers, pension funds, sovereign wealth funds, or
insurance-linked securities investors. They are taking insurance risk not equity

so they price it differently and have different return expectations.



Long-term you are managing multi-billion dollar risk vehicles and the institutio
capital base becomes the main driver of scale. At maturity this looks more like

Blackstone than a typical venture outcome.

Exit scenarios are pretty clear. Acquisition by a global reinsurer like Swiss Re or
Munich Re makes sense because you are extending their specialty risk capabiliti
into healthcare. They have the capital base and distribution to scale this globally
Purchase price would be based on assets under management and fee streams so :

multiple of revenue not some SaaS Rule of 40 metric.

Strategic merger with a PBM or Medicare Advantage platform is possible if one
big players decides they need this capability to compete. CVS or Cigna buying y:
vertically integrate risk management would not be crazy. The risk is they might

the innovative parts and just use it for internal cost savings.

IPO as a specialty healthcare risk asset manager is the highest value outcome bu
requires getting to serious scale first. You need 5 billion plus in assets under

management and clean profitability before public markets will pay up for this. I
positions as a hybrid between a reinsurer and an alternative asset manager whicl

category investors do not have clean comps for yet.

Why This Becomes Inevitable

The fundamental drivers that make this necessary are not going away. Gene ther
pipelines will continue to accelerate as manufacturing costs decline and FDA ap
processes mature. The number of million-dollar single-dose curative therapies w
from a handful today to dozens within five years. GLP-1 class expansion into obe
fatty liver disease, and addiction will create massive new specialty spend categor

with unpredictable uptake curves.

Medicare Advantage margin compression intensifies as CMS reduces benchmarl
and increases quality requirements. MA plans need volatility smoothing to main
stable margins and hit MLR targets. Self-insured employers face pressure from ¢

to control healthcare cost volatility that hits their quarterly earnings.



Institutional investors are desperate for uncorrelated yield in a world where
traditional bonds yield nothing and equity valuations are stretched. Healthcare «
risk as an alternative asset class makes fundamental sense but nobody has packa

in a way that sophisticated investors can access at scale.

The convergence of these trends means someone will build this and whoever exe
well will create a massive valuable company. The winner owns the best longitudi
specialty claims dataset, builds the most accurate catastrophic drug risk models,
establishes the deepest pharmaceutical contracting leverage. Those assets comp«

over time and create a business that is genuinely hard to replicate.

From an investor perspective this is a category creation opportunity in a massive
growing market with clear customer pain points and no credible incumbent solt
The regulatory complexity and capital requirements create barriers to entry that
protect early movers. The unit economics improve with scale as data network eft

kick in and fixed infrastructure costs spread over larger volume.

The question is not whether this gets built but who builds it first and whether tl
execute cleanly enough to establish market leadership before competitors figure
out. The technical challenges are solvable, the regulatory path exists, the customr
are desperate for solutions, and the capital is available for teams that can credib

pitch the vision. Someone should go build this.
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