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Abbott 2Q20 - FreeStyle Libre 2 to launch in US "in coming weeks"; FreeStyle
Libre sales rise 37% YOY to $592 million, down 2% sequentially on tough
comparison- July 16, 2020

Executive Highlights

▪ Abbott Diabetes Care reported its 2Q20 financial results this morning on a call led by
CEO Robert Ford. Abbott reported a record total worldwide revenue of $755 million in 2Q20,
rising 25% YOY as reported (+28% operationally). The 25% YOY growth comes on a tough
comparison to 28% YOY growth in 2Q19. In 2Q20, Diabetes Care was the only division of Abbott's
Medical Device category to see positive YOY growth, emphasizing the substantial momentum
behind FreeStyle Libre even in the face of the COVID-19 pandemic. Get the press release, see the
infographic, and read our coverage below. Even if you get the growth rates you need from our
report or their press release, consider taking time to listen to the call - it's very instructive to hear
more about Abbott's larger business that is in the center of the COVID-19 epidemic and the
confidence emerging from the volatility of this epidemic. "We're looking at capacity expansion in
every category."

▪ Securing its long-awaited FDA clearance as an iCGM for ages 4+ in June, FreeStyle
Libre 2 was a major highlight of the call, infographic, and press release. There are
clearly high expectations for the launch of Libre 2; while Abbott's scale and manufacturing
footprint have always been very impressive in Abbott's entire business, they are clearly critical not
only in the testing platforms that are becoming so important in COVID-19 but also in diabetes
itself as CGM demand grows. While Medicare (in the US) is currently focused on MDI, Mr. Ford
doesn't skip a beat in talking about the opportunities for patients "on insulin, not on insulin" and
we could not agree more that many more patients should have the opportunity to use CGM to
improve outcomes as well as to reduce burden from their lives.

▪ At several points in the call, Mr. Ford expressed his optimism about the opportunity for
FreeStyle Libre 2, asserting that FreeStyle Libre 2 has "everything it needs to be able to kind of
accelerate [mass-market] penetration." In particular, Abbott's mega-focus on bringing CGM to
type 2s was clear - it was great to hear Mr. Ford's reference to very positive FreeStyle Libre
outcomes data for type 2s not on insulin therapy that was presented at ADA 2020. From our view,
this goes well with greater focus on prevention and preparedness that the world of health may now
be more open to, now that we've seen further some of what happens when people aren't in good
health and an infectious disease hits. The fact that so many negative COVID-19 outcomes could
have been avoided is a bit much to hang all on diabetes, but there is certainly a connection there.

▪ In 2Q20, worldwide FreeStyle Libre rose 37% YOY (+40% operationally) to ~$592
million on a very tough comparison to 65% YOY growth in 2Q19. Sequentially, FreeStyle
Libre revenue fell 2% from a record ~$604 million in 1Q20; by our account, this is the first
sequential drop in FreeStyle Libre revenue and the 37% YOY growth rate is our lowest recorded
growth rate for FreeStyle Libre, not particularly surprising given it the likely impact from
COVID-19. Although we believe that overall, FSL should be fairly well-positioned for COVID-19
since it is relatively easy to prescribe, train, and use. FreeStyle Libre made up ~78% of Diabetes
Care revenue, down from 80% in 1Q20. This is also not unexpected as the FreeStyle Libre base has
grown larger at hypergrowth speeds and 2Q20 was expected to be the "most challenging [quarter]
of the year" given an unprecedented global pandemic shutting down the majority of diabetes
clinics and hospitals in much of the world. CEO Robert Ford noted the pandemic created "a little
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bit of impact on [FreeStyle Libre's] new user acquisition growth rate," particularly in May, and
that entering June, that growth rate was "probably very close" to the rate before the pandemic. We
wonder whether ultimately, the pandemic has actually brought more awareness to CGM; although
we follow that office visits (real or virtual) slowed down during part of the spring, it feels like more
of them are coming back, both in real life, using masks, and virtual.

◦ As a digital health related aside, there's a battle brewing on telehealth, as there is not yet
reimbursement parity as we understand it, but certainly the desire for this parity is there
from those for whom telehealth is working particularly well. With all the discussions on
ensuring better care and better health equity for all, particularly for disenfranchised
patients, low SES patients, etc., we would think that maintaining some telehealth (even if
not for 100% of visits) for people with diabetes would make sense, with payment changes
needed, though we realize it is not necessarily the most convenient for each office. Either
way, telehealth seems to be prompting greater examination of glucose data and patterns
by clinicians and patients, a clear positive in our view as patients move closer to using the
data for better outcomes.

▪ In 2Q20, we estimated Abbott's global BGM revenue at ~$162 million declining 4%
YOY, and rising 9% sequentially. By our estimate, the sequential rise is the first for BGM
revenue since 3Q18. There was no commentary around the BGM business, so this is our
speculation, but we imagine financial pressures from the pandemic may have driven some
FreeStyle Libre users to switch back to (lower-cost) SMBG - with up to 40 million and more
unemployed in the US and millions in the US without a safety net of some employer insurance
coverage, no doubt this had its impact. As well, some provider offices shutting down during
shelter-in-place may well have limited patients' abilities to meet insurer requirements for CGM
coverage (e.g., the requirement to have in-person visits with providers every six months) though
we hope this has not been the case to any large degree given accessibility of telehealth in many
quarters.

▪ With FreeStyle Libre 2's recent clearance and imminent launch, there was not too
much discussion on diabetes-related pipeline - beyond "Libre 3 has been in
development for some time" and it was very understandable that Mr. Ford kept the
focus on Libre 2. It was encouraging to hear Mr. Ford's commitment to getting FreeStyle Libre
integrated with the "full assortment of pumps and pens," despite a somewhat unexpected
"warning/limitation" that came with the FDA's clearance of FreeStyle Libre 2. We also heard once
again that FreeStyle Libre 3 has been in development "for some time," and we speculate below
about potential expansion into other analytes.

Outside of diabetes, Abbott continues to be very involved with the COVID-19 response, headlined by $615
million in COVID-19 diagnostic testing related sales in the quarter. During the call, Mr. Ford shared that the
company has sold "about 40 million" tests across the globe to-date. Read more about Abbott's COVID-19
response here.

Table of Contents

FreeStyle Libre Franchise Highlights

1. CEO Robert Ford "Bullish" on FreeStyle Libre 2: "15 million, 20 million" person
market opportunity in the US alone; US Launch "in the Next Few Weeks"
2. Worldwide FreeStyle Libre revenue of ~$592 million, up 37% YOY (+40%
operationally), and declining 2% sequentially (the first ever CGM decline - the global
business was flat - see below)

Financial Highlights

www.closeconcerns.com 2

https://www.closeconcerns.com/knowledgebase/r/4acd3c49
https://www.closeconcerns.com/knowledgebase/r/245dd54f
https://www.abbott.com/coronavirus.html


1. Worldwide Diabetes Care revenue of $755 million, rising 25% YOY, flat sequentially
2. International sales of $553 million, rising 25% YOY, declining 2% sequentially
3. Record US sales of $202 million, rising 28% YOY, 9% sequentially

Pipeline Highlights

1. FreeStyle Libre 3 has been in development "for some time"; no timelines or product
details shared
2. "We're very confident that we'll be connected to the full assortment of pumps and
pens"; Tandem integration highlighted

Diabetes-Related Analyst Q&A

FreeStyle Libre Franchise Highlights

1. CEO Robert Ford "Bullish" on FreeStyle Libre 2: "15 million, 20 million" person
market opportunity in the US alone; US Launch "in the Next Few Weeks"

Securing its long-awaited FDA clearance as an iCGM for ages 4+ in June, FreeStyle Libre 2 was
a major highlight of the call, infographic, and press release. Within the first minutes of prepared
remarks, Mr. Ford brought up FreeStyle Libre 2, noting the device "maintains all the market-leading features
that the Libre brand is known for. It is smaller, easier to use, and longer-lasting that other glucose monitors."
On several moments throughout the call, Mr. Ford expressed his optimism about the opportunity for
FreeStyle Libre 2, claiming that the device has "got everything it needs to be able to kind of accelerate [mass-
market] penetration." For a rundown on FreeStyle Libre 2's product features and indications, see our report
here.

▪ As part of FreeStyle Libre 2's mass-market potential, Mr. Ford emphasized the
potential to reach "type 1s, type 2s, whether on insulin or not on insulin" - a market of
"15 million, 20 million people in the US." Towards the end of Q&A, Mr. Ford highlighted
FreeStyle Libre outcomes data for type 2s not on insulin therapy which was presented at ADA 2020,
showing strong and convincing A1c reductions. We found his commentary so powerful and given
Abbott's continued emphasis on "access and affordability" with FreeStyle Libre, it's not surprising to
remember that the company has always been at the forefront of bringing CGM to type 2s and
certainly will continue to be, particularly after such strong data was given at ADA on this topic. Mr.
Ford noted that "we priced [the FreeStyle Libre franchise] for mass adoption… We don't measure
success as how high of a reimbursement we got. We measure success by broad access."

▪ As expected, FreeStyle Libre 2 is set to launch "in the coming weeks." FreeStyle Libre 2
will be available at "participating pharmacies and durable medical equipment providers." Mr. Ford
noted FreeStyle Libre 2's launch is "the biggest encouragement [he has]" looking at the FreeStyle
Libre business in the back half of 2020. Very encouraging to hear, Mr. Ford shared during Q&A that
"from a manufacturing standpoint, we don't have [an] issue. We've got teams that are already kind
of building product, putting them in boxes, ready to start shipping them to wholesalers and retailers
here in the US." Given the addition of Bluetooth connectivity, alarms, and a pediatric at the same
price as FreeStyle Libre "1," there's quite a bit of anticipation for FreeStyle Libre 2 in the US and
we're hopeful that Abbott can avoid some of the supply constrains we saw with FreeStyle Libre.

▪ As expected, the FDA's "warning/limitation" against using FreeStyle Libre 2 with AID
systems came up during Q&A. Responding to analyst Vijay Kumar (Evercore) who asked for
clarification and commentary on FreeStyle Libre's "lack of AID compatibility," Mr. Ford first
brought up all the strengths of FreeStyle Libre 2 - particularly its accuracy, optional alarm system,
and strong outcomes data with type 2's - before launching into his take on the AID warning:
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◦ Ford noted that he is "very confident" that they will be connected to "all the
pumps and pens," but that Abbott's "vision and our strategy is much bigger
and has always been bigger than that." This is a fair way to assess the AID warning in
our opinion. AID is absolutely a space that Abbott will want to be enter in the coming year
or years, and the company has expressed a strong commitment to do so, but it's also true
they do not need for business reasons to be there in 2020. Ultimately, Mr. Ford's "mass
market" opportunity for FreeStyle Libre will depend on penetrating type 2 (and possibly
prediabetes markets eventually) more so than only AID though AID is also an area of
enormous excitement given the better outcomes enabled, so they certainly would not want
to change any course to avoid the area. While we certainly hope that FreeStyle Libre 2 is
cleared for integration in AID systems soon, expanding the FreeStyle Libre franchise's user
base would be a huge win for Abbott and for the millions of people with diabetes that do
not use pumps.

◦ "It was interesting to see the reaction regarding aspect [the AID "warning/
limitation"] aspect of our approval. I think it provided a lot of insight to some of the
mindset here from the people that follow this space. Listen, pumps are going to be
important. They're going to be an important segment of the market. The fully automated
pumps are pretty amazing technologies. They're great technologies. But for context, these
types of pumps, they really just comprise about 1% of the insulin users here in the US. So,
we're very confident that we'll be connected to the full assortment of all the pumps and
pens, and we've got everything we need here. But, our vision and our strategy was much
bigger and has always been much bigger than that." - Mr. Ford, CEO

▪ Mr. Ford also took time during Q&A to draw attention to FreeStyle Libre 2's optional
alarm system, noting that the option to turn alarms off came from feedback from
consumers. FreeStyle Libre 2 will be the first CGM to offer the option to toggle between having
alarms on and off. We have mixed thoughts on this, although as we understand it, the devices will
come with the alarms turned on. (From a safety perspective, we have mixed feelings in terms of
value on even allowing people with diabetes being able to turn off the "severe low" alarm or the "very
high" alarm, but we won't get into that arena here. On a related note, FreeStyle Libre 2 preserves the
"scanning" user experience, requiring users to actively pull glucose data and trend arrows, rather
than having the system passively push that data to users. Given the device's Bluetooth connectivity,
real-time alarms, and plans for AID integration, we believe FreeStyle Libre 2 has the technical
capability to passively push data, suggesting the preservation of the scanning experience and
optional alarms continues to be a choice on Abbott's part to reduce potential data overload or alarm
fatigue. We wonder in future FreeStyle Libre systems if Abbott might allow users to choose between
the scanning experience via NFC and the more "typical" CGM experience of having data pushed to a
reader or phone. To state perhaps the obvious (of what alarms do), we note that the alarms, once
turned on, sound when the low point or high point is reached, and that is not necessary to scan.

2. Worldwide FreeStyle Libre revenue of ~$592 million, up 37% YOY (+40%
operationally), and declining 2% sequentially (the first ever CGM decline - the
global business was flat - see below)
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Once again, FreeStyle Libre was the image used to represent the Abbott's Medical Device
business on Abbott's 2Q20 infographic, showcasing FreeStyle Libre's continued significance to the
company. The infographic also emphasizes several key updates about the FreeStyle Libre franchise, including
the FDA clearance of FreeStyle Libre 2 as iCGM, the "40%" rise in FreeStyle Libre operational sales, and the
finalization of a Tandem partnership to integrate FreeStyle Libre technology with Tandem pumps.

▪ OUS FreeStyle Libre sales continue to outpace US sales, but based on our estimates,
US FreeStyle Libre revenue rose sequentially, while OUS sales declined. This was based
on an assumption that 80% of Abbott's US total Diabetes Care sales were driven by FreeStyle Libre,
accounting for $161 million of total revenue (+57% YOY and +9% sequentially). By comparison, we
estimated that OUS FreeStyle Libre revenue was ~$430 million in the quarter (+30% YOY and -5%
sequentially). As mentioned above, we'd guess that the OUS CGM business was hit a bit harder than
the US business by COVID-19 and given the BGM/CGM revenue splits, there may have been some
CGM initiation delays or temporary CGM discontinuations due to the pandemic.

▪ Abbott did not offer a global user base update in 2Q20. Since ATTD 2020 (four months
ago), Abbott has advertised "over two million" worldwide users and in 1Q20, we conservatively
estimated ~650,000 Americans users. Also on the 1Q20 call, Mr. Ford shared that scripts for
FreeStyle Libre grew by "35%" sequentially in the US and on today's call, Mr. Ford suggested user
growth rates were back near pre-pandemic levels exiting the second quarter.

◦ "If you looked at our first quarter trajectory in terms of sales growth, new user
additions as measured by prescription data here in the US and other data sources outside
internationally, we were on a real strong trend as we were going into Q1. And then
obviously COVID had a little bit of an impact on our new user acquisition growth rate. …
we were definitely growing new users through Q2, but I think you could see in the data that
we all felt a little bit of an impact in May, and that's probably just impact of shelter-in-
place where patients weren't going to their physicians either to get their prescription or
just weren't going to the physician's office. But, if you look at the data, you see the pickup
in the month of June and you if look at the exit of June, we're probably very close to the
rate that we were before we came into COVID." - Mr. Ford, CEO
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Financial Highlights

1. Worldwide Diabetes Care revenue of $755 million, rising 25% YOY, flat
sequentially

Abbott Diabetes Care reported total worldwide revenue of $755 million in 2Q20, rising 25%
YOY as reported (+28% operationally). Diabetes continues to lead all divisions in Abbott's Medical
device category (Rhythm Management, Electrophysiology, Heart Failure, Vascular, Structural Heart,
Neuromodulation, and Diabetes Care) and, in 2Q20, was the only division to see positive YOY growth. (Total
Medical Device revenue was down 21% YOY as reported and 20% operationally.) Despite concerns
surrounding COVID-19 and expectations that 2Q20 would be the "most challenging" quarter of the year, the
Diabetes division saw continued growth and 2Q20 now marks twelve straight quarters of record revenue - see
graph above. While sales rose slightly from 1Q20 (+0.4%), Diabetes Care has recorded fourteen consecutive
quarters of ≥25% YOY growth since 4Q17. However, the business was not totally immune to the effects of
COVID: the 25% YOY growth rate is actually the lowest in over three years.

▪ In 2Q20, we estimated Abbott's global BGM revenue at ~$162 million (off 4% YOY, but
up 9% sequentially). By our estimate, the sequential rise is the first since 3Q18. There was no
commentary about the BGM business, but we wonder if financial pressures from the pandemic may
have driven some FreeStyle Libre users to switch back to (lower-cost) SMBG. We certainly think
some of this will happen. It's also a possibility that many provider offices shutting down during
shelter-in-place may have limited patients' abilities to meet insurer requirements for CGM coverage
(e.g., the requirement to have in-person visits with providers every six months).
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▪ As a percentage of total Diabetes Care revenue, FreeStyle Libre revenue fell slightly
from 80% in 1Q20 to 78% in 2Q20. This trend reversal was driven by a stronger quarter for
BGM (see bullet above) and a small sequential decline in FreeStyle Libre sales (see highlight above).

▪ Through six months of 2020, worldwide Diabetes revenue has totaled $1.5 billion,
rising 29% over 1H19 as reported (+32% operationally). The international business
continues to see slightly larger growth rates at 30% as reported (+34% operationally), compared to
the US business (+25% YOY). In 1H20, OUS Diabetes revenue totaled $1.1 billion compared to $388
million for the US market.

Abbott Diabetes Care 2Q20 Financial Metrics

Quarterly Revenue YOY Change Sequential Change
US FreeStyle Libre* $162 million +57% +8%

US BGM* $40 million -27% +8%

OUS FreeStyle
Libre*

$431 million +30% -5%

OUS BGM* $122 million +8% +10%

Quarterly Revenue YOY Change Sequential Change
Total FreeStyle Libre $592 million +39% -2%

Total BGM $163 million -4% +9%

Total US Diabetes $202 million +28% +9%

Total OUS Diabetes $553 million +25% -2%

Worldwide Diabetes $755 million +25% +0%

*our estimates

2. International sales of $553 million, rising 25% YOY, declining 2% sequentially

For the first time since 1Q17, international Diabetes Care sales declined sequentially,
undoubtedly affected by the COVID-19 pandemic. Though CGM initiation is likely easier pump
initiation (and more easily transitioned to telehealth), we've heard pump manufacturers anticipate larger
headwinds from COVID-19 due to more diabetes care occurring in hospitals rather than smaller clinics. Still,
international sales drove 71% share of growth in the quarter from a much larger base than the US business.
We still haven't heard any meaningful commentary on performance of FreeStyle Libre 2 in European markets
(we know the device is available in Germany and Norway, and multiple other countries), but we'd imagine the
FreeStyle Libre 2 may be providing an extra benefit overseas, especially at the same price as FreeStyle Libre
"1."

3. Record US sales of $202 million, rising 28% YOY, 9% sequentially

As usual, Abbott did not break down US revenue, but by our estimate, FreeStyle Libre grew
>50% YOY, offsetting a ~27% YOY decline in BGM sales. During the call, Mr. Ford also noted that
COVID-19 create a "little bit of an impact on our new user acquisition growth rate," especially in May, but
picked up again in June. Looking ahead, especially with the recent clearance of FreeStyle Libre 2 in the US,
Mr. Ford expressed quite a bit of optimism around momentum for FreeStyle Libre both worldwide and in the
US.
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Pipeline Highlights

1. FreeStyle Libre 3 has been in development "for some time"; no timelines or
product details shared

During Q&A, analyst Joanne Wuensch (Citibank) asked about any potential timing for the
next-gen FreeStyle Libre 3. Mr. Ford declined to provide any specifics on timing or product features,
noting his focus was on "maximizing the Libre 2 launch." On today's call, Mr. Ford noted that FreeStyle Libre
is a "platform product," again perhaps hinting at expansion beyond glucose. Ketone monitoring could be an
obvious expansion, given existing work in ketone monitoring strips, the rapidly growing SGLT-2 market, and
interest in ketogenic diets. Over the last few years, we've also seen interest in lactate monitoring, particularly
in the context of automated insulin delivery systems as a way to monitor physical activity. Measuring insulin
or cortisol might also be informative for AID systems. Though not an analyte, we also heard some speculation
(that was later tempered) at JPM that Dexcom/Verily were working on potentially integrating an
accelerometer into the G7 CGM to track physical activity, in addition to glucose. Of course, with so few details,
this is all speculation, but given the huge number of factors that affect blood glucose, it's certainly exciting to
think about the potential for more sensors allowing more personalization and fine-tuning of AID to ultimately
deliver easier-to-use systems and better outcomes.

▪ As we reported earlier this week, Abbott also recently posted a FreeStyle Libre 3
"accuracy study" to ClinicalTrials.gov set to begin this month. Over a 45-day period, the
observational, prospective trial will assess the accuracy of Abbott's "FreeStyle Libre 3" in up to 100
participants (ages 4+ years) with type 1 or type 2 diabetes who require insulin therapy. Most
notably, the trial uses the phrase "continuous glucose monitoring" instead of "flash glucose
monitoring," suggesting the device may remove the scanning requirement for getting glucose data
and trend arrows. Given the 45-day study period, we also speculated that it might indicate a slightly
longer 15-day wear-time for FreeStyle Libre 3.

2. "We're very confident that we'll be connected to the full assortment of pumps
and pens"; Tandem integration highlighted

During Q&A, Mr. Ford was asked about the AID "warning/limitation" that came along with
FreeStyle Libre 2 clearance, responding that while we has "very confident that [FreeStyle Libre] will be
connected to the full assortment of pumps and pens," ultimately, FreeStyle Libre is a mass market
opportunity that goes well beyond pump users and even insulin users. See more of that commentary above.
Though not mentioned on the call, Abbott's infographic for the quarter highlights the recent finalization of
Abbott's partnership to integrate FreeStyle Libre devices with Tandem pumps. Given Dexcom's ownership of
TypeZero and the inControl/Control-IQ algorithm, it's hard to imagine we'd see Control-IQ integration with
FreeStyle Libre anytime soon, but just getting sensor readings and trend arrows available on the t:slim X2
pump would be a win for patients.

Diabetes-Related Analyst Q&A

Q (Vijay Kumar, Evercore): I think you made some bullish comments on Libre. There's been
some confusion on the Street on the on the iCGM label but lack of AID compatibility, if you
will. Maybe parse this out and explain how we see this Libre franchise in the back half heading
into next year. And in your perspective, do you think this labeling is an issue, or is this more of
a sell-side issue?

Robert Ford, CEO: Sure. Let me just start off, then, with kind of the trajectory here. If you looked at our first
quarter trajectory in terms of sales growth, new user additions as measured by prescription data here in the
US and other data sources outside internationally, and we were on a real strong kind of trend as we were
going into Q1. And then obviously COVID had a little bit of an impact on our new user acquisition growth rate.
I mean, we were definitely growing new users through Q2, but I think you could see in the data that we all
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kind of felt a little bit of an impact in May, and that's probably just impact of shelter-in-place where patients
weren't going to their physicians either to get their prescription or just weren't going to the physician's office.
But, if you look at the data, you see the pickup in the month of June and you if look at the exit of June, we're
probably very close to the rate that we were before we came into COVID. As I said, that was a rate that was
growing really nicely in terms of new users, so I'm encouraged by that recovery there.

I would say the biggest encouragement I have here for the second part of the year is not only that recovery but
obviously the approval of Libre 2 here in the US. I think it's a product that's been long-awaited from
physicians, payers, consumers, the diabetes community. We had launched it in Europe about a year or so ago.
I think I look at this and it's not really a catch-up for me. It's really setting a new standard, as I said in my
comments regarding accuracy and performance. It's got the best accuracy across the board, and, again, this is
a 14-day sensor versus our closest competitor being a 10-day sensor. Even with that longer range of use, better
accuracy overall, better accuracy in the low range and high range, better accuracy with kids and adults. So, I
think that's very important.

One thing that we wanted to make sure we got right here, Vijay, was kind of regarding alarms. We had heard a
lot about from consumers when we were developing Libre the frustration with alarms. We really put that
feedback, really put the consumer really at the core, at the heart of what we were trying to try and build the
alarm. Not only does the accuracy have better alarm performance, whether it's fewer missed or fewer false,
but we added a feature there which is optional alarms. It's the only CGM that will have that where you can
actually toggle between deciding when you want alarms and when you don't want alarms. I think that's an
important mindset of how we brought that consumer into it.

I look at the combination of all this, Vijay, and I look at the base core of the Libre brand which I described,
and I think the overall value proposition is really second to none here. It's simple, easy to use, it's a connected
consumer-friendly device. It's been like that from day one once we started the design process back in 2011. I
think one of the things that gets lost a little bit in the feature battle sometimes that happens is the outcomes.
Outcomes are really important for the payers and for the physician community, and we showed some really
powerful outcomes data at the ADA this year regarding A1c improvements for type 2 patients that aren't on
insulin - type 2 patients on oral meds - I think that's very important.

Also, we priced this for mass adoption. We don't measure success here, at least not for this product, which
we've always talked about it being a mass market opportunity, we don't measure success as how high of a
reimbursement we got. We measure success about broad access.

So, with that as a framework to answer your question on the AID, it was interesting to see the reaction
regarding that aspect of our approval. I think it provided a lot of insight to some of the mindset here from the
people that follow this space. Listen, pumps are going to be important. They're going to be an important
segment of the market. The fully automated pumps are pretty amazing technologies. They're great
technologies. But for context, these types of pumps, they really just comprise about 1% of the insulin users
here in the US. So, we're very confident that we'll be connected to the full assortment of all the pumps and
pens, and we've got everything we need here. But, our vision and our strategy was much bigger and has always
been much bigger than that. We see this as a mass market opportunity that includes both type 1s, type 2s,
whether you're on insulin, non-insulin, and when you look at the world like that, you're talking tens and tens
of millions of people. So, we're excited about Libre 2 approval in the US. I think it sets a new standard, and
I've got high expectations for it here in the US.

Q (Joanne Wuensch, Citibank): Can you give us an update on Libre 3 and when you're thinking
of the timing of that?

Mr. Ford: Sure. I guess I would take your first question on Libre 3. We've gone through a long journey here, so
I think I want to prioritize a little bit on Libre 2. But, what I will say is the following. We've always said that
Libre was a platform product. We've always said that we would have different iterations. Libre 3 has been in
development for some time, but I'm not going to provide any details on product capabilities or timelines as it
relates to this point. My focus here is going to be really to maximize kind of Libre 2 launch. But we do have a
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team that's been working on it, and we're excited about it, and when we have more details to kind of share, we
will share.

Q (Matt Taylor, UBS): You talked about Libre 2 and all the aspects of it. I was wondering if you
could at least qualitatively talk about the kind of acceleration or pickup or additional
opportunity that you see for that in the second half of the year. And, are you going to
immediately be able to blast that out, or is there some kind of conversion time for you to get up
to full speed on the manufacturing of the new product?

Mr. Ford: Well, the manufacturing side, I'll just answer that quickly. I mean, you know that we've been
investing in manufacturing and manufacturing capacity and scale. We knew that was going to be an important
aspect to our strategy when we look at it as a mass market. So, from a manufacturing standpoint, we don't
have that issue. We've got teams that are already kind of building product, putting them in boxes, ready to
start shipping them to wholesalers and retailers here in the US.

Regarding qualitative assessment of the opportunity, I mean, you could look at the penetration of CGM in the
US here, and again, it depends on the kind of lens you want to look at. If you want to look at it through the
lens of AID systems and connected pumps, you're going to have a market. If you're going to look at it through
the lens of at least how we're looking at, which is mass market type 1s, type 2s, whether you're on insulin or
whether you're not on insulin, you're looking at a large - you're looking at 15 million, 20 million people here in
the US. And you can look at the amount of users we have. You can look at the amount of users that the other
systems in the market have, and you can add that up, and you can say, okay, there's a lot of opportunity here
for that kind of growth.

The question is what is the product that best suits that kind of penetration, that more mass-market
penetration? I'll make the case not because I've been with this product for a while, but I'll make the case based
on what I've heard from payers, what I've heard from the system that ultimately has to pay for it, that Libre
has got everything - Libre 2's got everything it needs to be able to kind of accelerate that penetration. And I'll
point to the study that we published at the ADA with a type 2 non-insulin user. I mean, that is a significant
A1c reduction for people on oral medication that you probably don't see in terms of other studies with other
drugs. So, I think Libre has shown that it is just as effective at providing outcomes for type 2 patients that are
on oral medication versus those that are on pumps. I'm very bullish about the opportunity that we have for
Libre 2 in the US as I am for Libre as a whole in around the globe.

--by Hanna Gutow, Katie Mahoney, Albert Cai, and Kelly Close
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