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[LLY, NVO] GLP-1s & CBO Data Dive

Key Takeaways: We continue to think legislation to allow Medicare Part D

coverage of anti-obesity medications (AOMs) [Eli Lilly (LLY), Novo Nordisk (NVO)]

is unlikely to pass this year, despite the relatively modest budgetary estimates for

full access provided by the Congressional Budget O�ce (CBO) earlier this week.

That said, CBO’s supplemental data tables o�er investors useful information for

scaling the potential opportunity, estimating the impact of In�ation Reduction Act

(IRA) negotiations, and the trajectory of adoption. With House Ways & Means

Committee endorsement of a much narrower bill back in June, however, we give

toss-up odds for enactment in 2025, but would view the revenue implications as a

directionally positive – but likely incremental – bene�t.

Source: CBO, Ways & Means Committee, Capitol Policy Partners

CBO Estimates vs Legislative Realities

It should be remembered that the CBO publication this week attempted to score a

hypothetical bill that would allow Part D plans to broadly cover AOMs for all those

with a body mass index (BMI) ≥ 35 and those with a BMI 25-30 and at least one

related comorbidity. This would imply ~12M Medicare bene�ciaries becoming

newly eligible for coverage, but with an assumed adoption rate of just 2% in 2026,

increasing to 14% by 2034, as well as net AOM prices that fall ~30% following IRA

negotiations [highlighted below], expenditures would equal ~$39B over that full time

horizon.

Please see analyst certification and important disclosures at the end of this report.
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https://www.cbo.gov/system/files/2024-10/60441-medicare-coverage-obesity.pdf
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https://waysandmeans.house.gov/2024/07/18/what-they-are-saying-treating-obesity-saves-lives-and-saves-dollars/
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Of course, the current bill under consideration that passed the House Ways & Means (W&M) Committee back in June is far

narrower in scope than the hypothetical one CBO scored and the original version introduced in previous Congresses. This

scaled-back measure would merely allow Part D plans to continue covering GLP-1s for their weight loss indications in

patients that had already been taking those medications for at least one year prior to enrollment in Medicare. The e�ective

date of these provisions would also be delayed until Jan. 1, 2027, indicating that, if enactment fails in 2024, we expect that

date to be pushed out further still.

While there is no o�cial score for the amended legislation, the plan’s sponsors [Brad Wenstrup (R-OH) and Gwen Moore (D-

WI)] have suggested that impact modeling yields a 10-year cost of $1.7B that, when controlling for the modest health system
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savings associated with weight loss identi�ed by CBO this week, likely implies AOM spending of $1.9B, or ~$190M per year.

This compares to ~$4.4B in Wegovy and Zepbound sales through just 1H24.

Alternatively, Committee sta�ers have indicated that “without this coverage, 1.25 million patients are projected to lose

coverage over the next decade as they transition into Medicare.” If we were to then employ the same adoption trajectory /

net AOM price assumptions outlined by CBO this week, the result would be ~$6B in total spending over 10 years, or ~$600M

per year.

These two scenarios constitute the upper and lower bounds of the range outlined in the chart on page one.

Despite this summer’s W&M endorsement, however, we have seen little progress to date on a companion bill in the Senate,

and with both chambers of Congress out of session until Nov. 12, which will be quickly followed by a Dec. 20 government

funding deadline, there seems little time for a consensus to be reached.

Read-Through to IRA Negotiations

In its report, CBO says it “expects [NVO’s] semaglutide to be selected by HHS for price negotiation in 2025…The agency projects that
the net price of semaglutide products [Ozempic, Rybelsus, Wegovy] will fall substantially beginning in 2027. Furthermore, CBO
expects that the reduction in the price of semaglutide will a�ect the prices of other AOMs, such as [LLY’s] Zepbound. As a result,
average federal Part D spending per user of AOMs will decrease by roughly one-third.”

Recall that the IRA requires the next list of 15 Part D drugs subject to negotiation to be released by Feb. 1, 2025, with the

resulting price disclosed by Nov. 30, 2025 and taking e�ect Jan. 1, 2027.

We also suspect that CBO’s estimate of a one-third reduction in net price may be overstated for the following reasons:

Among the �rst 10 drugs whose negotiated rates were released on Aug. 15, we estimate that the delta between the

current net price and CMS’s Maximum Fair Price (MFP) averaged -16% for those that had been on the market 9-11 years,

as would be the case for semaglutide. In fact, the weighted average net price decline across all selected products was

-27%.

For NVO in particular, the company has previously disclosed that it provides “sales discounts and rebates amounting

to 74% of U.S. gross sales.” Using that as a baseline would suggest that the negotiated rates for the company’s Novolog

and Fiasp products announced this year resulted in an ~18% net price reduction.

Similarly, CBO estimates that Wegovy’s net price is already 65% below its gross amount, as shown above, but we

suspect Ozempic and Rybelsus are closer to the �rm-wide average. Considering then that the MFP will be set on a

volume-weighted basis across the three semaglutide products, a further 30%+ reduction would appear

disproportionate to the initial round of negotiations.
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