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Introduction 
The Medicare Supplement market continues to offer long-term sustainability.  Almost 68 million individuals 
are expected to be enrolled in the Medicare program by 2022. 
 
CSG Actuarial research indicates Medicare Supplement enrollments will continue to grow markedly over the 
next 10 years, creating ever-increasing opportunities for insurance carriers, agents, and marketing 
organizations in the Medicare Supplement market (Graph 1). 
 

 
 
Methodology 
There is a minimal amount of information available regarding Medicare Supplement market projections.  
CSG Actuarial has compiled data from various sources and developed actuarial models to project future 
Medicare Supplement enrollments and premium levels over the next 10 years. 
 
Current Medicare Eligibility Assessment 
To determine how Medicare Supplement would grow over the next 10 years, we first evaluated the current 
Medicare population using the following demographic factors: 

• Age 
• Eligibility Status 
• Gender 
• Income Level 
• Area of Residence 
• Reported Health Status 
• Plan Type (Medicare Supplement, Medicare Advantage, Other) 
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Table 1, following, provides a current percentage snapshot of each of these characteristics used in our 
projection. 
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Sources:  2013 Medicare Trustees Report, Medicare Beneficiary Survey, Medicare and Medicaid Statistical 
Supplement 
 
Disclaimer:  Limited information was available for some of the categories and certain assumptions have 
been made based on analysis of the data. 
 
Medicare Eligibility Projection 
Table 2 features the overall Medicare beneficiary projection.  The growth projected by the 2013 Medicare 
Trustees Report is being driven by the well-documented influx of baby boomers now turning 65 and joining 
the Medicare program.   
 

 
 

Source:  2013 Medicare Trustees Report 
 
 
Historical Medicare Supplement Assessment 
To project the future of the Medicare Supplement market, we started by evaluating historical trends.  Table 3 
indicates Medicare Supplement policies in-force and premiums have rebounded the past four years - fueled 
by an increase in annualized new premiums.  The increase in annualized new business premiums has caused 
a leveling of the Medicare Supplement market penetration percentage since 2009.   
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The growth in the Medicare Supplement market during the past four years can mostly be attributed to three 
things: 
 

1. The number of Medicare enrollees has grown by 11% (Table 2). 
2. Growth in the Medicare Advantage program has slowed, which left more lives in traditional 

Medicare with the need to purchase a Medicare Supplement plan.  Enrollment in non-Medicare 
Advantage plans has increased since growth in Medicare Advantage plans slowed the past four years 
(Table 4). 

3. Employers have continued to remove Medicare-aged retirees from their employer health 
plans, while providing them with a stipend to purchase individual coverage.  

 
 

 
 
 
These factors and our expectation of the degree to which they would continue were included in the 
development of CSG Actuarial’s Medicare Supplement market projection. 
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Medicare Supplement Projection 
CSG Actuarial’s Medicare Supplement projection is featured in Table 5, following.  Assumptions include: 
 

• Demographics of current Medicare Beneficiaries are accurate. 
• Demographics of future Medicare Beneficiaries will not experience a material change in the future. 
• Mortality Rates – 2000 U.S. life table with mortality improvements. 
• Current policy lapse rate and replacement rates will not experience a material change in the future. 
• Annual Medicare Supplement claim and rate increase trends will not experience material changes in 

the future. 
• Structure of Medicare and Medicare Supplement plans will continue as currently designed. 

 
Also considered in this projection was the effect of trends in Medicare Advantage, retiree health benefits, and 
other types of supplemental coverage. 
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Conclusions 
 
Data continues to suggest the Medicare Supplement market offers strong opportunities for growth for 
carriers, marketing organizations, and agents.  We expect there will be three factors fueling this future 
growth. 
 
Factor 1 – Overall Medicare Growth 
The ongoing growth in the Medicare market from incoming Baby Boomers will increase the number of 
Medicare beneficiaries by 17 million enrollees over the next 11 years.  The number of Medicare beneficiaries 
in 2022 will be 34% higher than it was in 2012 and Medicare Supplement plans will grab their share of this 
expanded market. 
 
Factor 2 - Medicare Advantage Funding Reductions 
Enrollment growth in Medicare Advantage plans has slowed the past few years.  The 2013 Medicare Trustee 
report predicts that Medicare Advantage enrollment will plateau when additional bonus payments from the 
quality based demonstration program end after 2014.  
 
CSG Actuarial expects some further growth in Medicare Advantage enrollment after the quality 
demonstration program ends and has enrollment leveling off at around 17 million by 2022.  
 
Factor 3 – Decrease in Retiree Health Benefits 
Economic issues and accounting changes continue to force many companies and municipalities to eliminate 
or alter health care benefits for their retirees.  Many of these companies are offering their Medicare-aged 
retirees a monthly stipend to purchase their own individual Medicare Supplement or Medicare Advantage 
coverage.  CSG Actuarial expects this trend to continue in the future. 
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