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Investing for a thriving world:
Mental health is a key consideration

We analyze corporate efforts to address and improve mental health within the Thriving People category of

our sustainable investing research framework. Our themes are highly interconnected and always evolving.
Read more about our unique thematic research approach in our “Investing for a thriving world” white paper.
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Human health and wellness

Healthy individuals are a
foundation of healthy society.
Human health includes
elements of preventive care,
chronic disease treatment,

Environmental health
and resource stewardship

Ahealthy planet supports all human
activity and is at risk from the

and mental health support.
Companies that support human
health include conventional
healthcare providers and holistic
wellness businesses.

THRIVING
PUBLIC®

Healthy systems and societies are the
connection between the health of
individuals and the health of the planet.
Our focus on topics such as diversity,
equity, inclusion, and justice forms part of
a broader theme called Equity and Ethos.
We also consider access to information
and opportunity.

effects of climate change, which are
becoming more visible and acute.
Many companies are preparing

for climate resiliency while others
are creating solutions to mitigate
climate change and its impacts.



An essential challenge

What is the “true cost” — both direct and indirect — of mentalillness in the United States?
How is Covid-19 impacting mental health issues and access? What are government and
business leaders doing to address mental illness? What are the potential investment
implications of these developments? The individual and societal costs from mental illness
are significant, and less than half of those afflicted receive treatment due to a multitude of
barriers to access. Employers have incentive to address mental health issues to improve
productivity and broader measures of health. Leading companies take a proactive, multi-
faceted approach. Sections 4, 5, and 6 of the paper include discussions of companies to serve
as educational examples of how businesses can participate in a variety of ways to advance
better mental healthcare. Policy responses to the Covid-19 pandemic have improved access to
mental healthcare in some ways, and there are encouraging advances in treatment, including
telemedicine and pharmacology. Although it is too soon to draw lasting conclusions, several
trends have emerged during the Covid-19 pandemic — some worrisome, some promising.

We seek to explore these developments in the following discussion.

All research on mental health is as of November 2020, the date of this report’s original publication.
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SECTION 1

Overview of mental illness

and access to care

Mental health is a sub-category within broader behavioral health. While behavioral health describes how

behaviors impact a person’s mental and physical health, mental health involves the specific biological

factors that influence mental state and the emotional, psychological, and social well-being of a person.’-?

Nearly one in five U.S. adults live with a mental illness
(46.6 million in 2017).2 Examples of mental illness
include depression, generalized anxiety, post-traumatic
stress disorder (PTSD), obsessive compulsive disorder
(OCD), attention deficit hyperactive disorder (ADHD),
schizophrenia, and bipolar disorder. In this analysis,

we focus on major depression and generalized anxiety
disorder. These are two of the most common behavioral
health disorders, impacting an estimated 7% and

3%, respectively, of adults in the United States.”®
Prevalence of depression and anxiety can be much
higher (and increasing) in certain subsets of the
population. For example, among U.S. teenagers,

13% (roughly 3.2 million people) reported at least one
major depressive episode in the past 12 months.®
Within that group, 20% of teenage girls reported at least
one major depressive episode in the past 12 months,

a meaningful increase from 12% in 2007

43%
of Americans

with a mental health issue
received treatment in 2017.

The current standard of care for treating mood
disorders such as depression often involves an
individualized treatment plan crafted by a psychiatrist
or other licensed healthcare provider. Using major
depressive disorder (MDD) as an example, treatment will
often fall into three main categories: pharmacological
management, brain stimulation therapy, and/

or non-pharmacological management (such as
psychotherapy or cognitive behavioral therapy).t
Combination therapy, which administers multiple
antidepressants or combines various treatment
categories, may be the next step when a person fails
to respond to a single therapy regimen.

Several barriers hinder access to mental
healthcare

These barriers include inadequate healthcare coverage,
high out-of-pocket costs for patients, a shortage of
providers, and lingering stigma related to mental illness.
The effect of these barriers in total is a low treatment
rate: Just 43% of Americans with a mental health issue
received treatmentin 2017.°



Insurance coverage: People with mental illness are
less likely to have health insurance than those without
mental health problems. For example, a 2017 study
published in JAMA Psychiatry found that 14.9% of those
surveyed with moderate mental illness and 18.6%

with several mental illness lacked health insurance.
This compared with 12.0% of those surveyed without
any mental illness who lacked health insurance.*®

The Affordable Care Act has helped narrow this gap
from 2012 levels, but it persists.**
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Individual costs: Out-of-pocket costs for behavioral
health treatment are higher than for other prevalent
chronic conditions, and have risen at a faster rate than
broader health services costs. For example, a 2019
study published in JAMA found that individuals with
mental health conditions had cost-sharing payments
for out-of-network care that were $341 higher than for
those with diabetes.*? Additionally, for the four years
ending in 2018, the Healthcare Cost and Utilization
report shows that out-of-pocket spending for all types of
inpatient care grew only 6% cumulatively, while out-of-
pocket spending associated with inpatient mental
health treatment grew by 25%. Similarly, out-of-pocket
spending associated with all professional healthcare
services during this time frame grew by a cumulative
17%, while spending for psychiatric services during that
period grew by 30%."

People with serious psychological conditions have a higher likelihood

of having Medicaid coverage or being uninsured:

United States 2016

Percentage of people with serious
psychological distress by insurance type

8.9% 8.8%
6.3%

In the Medicaid and uninsured population,

a higher percentage of people reported serious
psychological distress (SPD) during the past year
compared with people with Medicare, VA/military,
or private health insurance coverage.

19.7%

14.2%

Medicaid Uninsured

Private health Medicare VA/military
insurance health insurance CHIP

Sources: USC Schaeffer; National Survey on Drug Use and Health (NSDUH), 2016.
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Declining reimbursement rates: Reimbursement rates
for psychologists have trended downward over the

past two decades. In 2015, Medicare paid approximately
$85 for a 45-minute psychotherapy session (the most
common mental health service). This rate is down

30% versus 2001 when adjusted for inflation.* These
sharp reimbursement declines give psychologists less
incentive to take new Medicare and Medicaid patients,
reducing access to care for vulnerable populations.

The chart below focuses on one state, Connecticut,
where delivery costs for the most common mental
health services are often higher than the revenue
received under Medicaid rates. This results in negative
margins for providers, disincentivizing investment in
behavioral health services.

Medicaid reimbursement rates for behavioral health services by community providers are low

Connecticut 2014

Top 10 procedures by volume
Selection of CT community providers serving Medicaid patients

Psychotherapy, 45 min

Therapeutic behavioral services, 15 min
Psychotherapy, 60 min

Family psychotherapy, 60 min

Psychiatric diagnostic evaluation

Group psychotherapy

Behavioral health day treatment, per hour
Office/outpatient visit, level 3

Alcohol services, intensive outpatient

Targeted case management

0% 10%

Margin
h
perhour The 10 most utilized
21% -$106.86 behavioral health services
account for 75% of total

-$133.25 ) .
service by community

-$80.86 providers.

-$124.75 The service delivery cost for
these procedures is higher
-$111.98
than the revenue under
-$103.12 Medicaid rates, resulting
in negative margins and

-$128.58 providers operating at a loss.

-$116.66 The annual loss for these

$1.76 procedures is more than
$27 million for approximately
-$207.51 250,000 service hours.

20%

Sources: USC Schaeffer; Prioritizing Community Based Services in CT, CT Community Providers Association, February 2015.



Lack of providers: The United States is experiencing a
shortage of mental health providers, which is even more
pronounced in rural areas. A 2018 study found that less
than half of the population found mental health services
to be extremely accessible, with rates of 45%-46% in
suburban and urban locations, and 39% in rural areas.’®
Even when respondents had services available to them,
they cited proximity, cost, and wait times as key hurdles
to accessing treatment. For example, roughly 38%
waited longer than a week for mental health services,
and about 45% reported having to travel more than
one hour roundtrip for an appointment, or knowing
someone who had had to do s0.** The majority of

rural Americans live in areas with shortages of
mental-health-professionals, and more than 65% of
rural Americans get their mental healthcare from a
primary healthcare provider.”” This added challenge

for rural access to care has stayed roughly the same

for six decades. Notably, despite all of the above
barriers to access, as of 2018 only 4% of respondents
had tried telehealth services.
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Lower compensation for providers: One key reason
for the longstanding shortage of care providers

is the lower relative compensation for behavioral
health professionals. According to a 2020 medical
compensation report, psychiatrists are among the
lowest earners of all physicians, with an average annual
income of $268,000. This compares with the average
specialist salary of $346,000. For psychologists, these
numbers are meaningfully lower: According to the
American Psychological Association (APA), the median

salary in 2015 for psychologists was $85,000.

HRSA predicts significant shortages of psychiatrists, and other mental health providers by 2025

Behavioral clinician shortage

2025 PROJECTED 2025 PROJECTED
POSITION SUPPLY DEMAND SHORTAGE
Psychiatrists 45,210 51,290 6,080
Behavioral Nurse Practitioners 12,960 8,120 4,840
Behavioral Physician Assistants 1,800 1,350 450
Clinical, Counseling, and School Psychologists 188,930 197,150 8,220
Substance Abuse and Behavorial Disorder Counselors 105,970 98,040 7,930
Mental Health and Substance Abuse Social Workers 109,220 126,160 16,940
Mental Health Counselors 145,700 138,170 7,530
School Counselors 243,450 257,190 13,740
Marriage and Family Therapists 29,780 32,220 2,440

Source: Health Resources and Services Adminstration (HRSA)
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How much do psychiatrists earn?

Orthopedics

Plastic Surgery
Otolaryngology
Cardiology

Radiology
Gastroenterology
Urology

Dermatology
Anesthesiology
Ophthalmology
Oncology

Surgery, General
Emergency Medicine
Critical Care

Pulmonary Medicine
Pathology

Physical Medicine & Rehabilitation
Ob/Gyn

Nephrology

Allergy & Immunology
Neurology

Psychiatry

Rheumatology

Internal Medicine
Infectious Diseases
Diabetes & Endocrinology
Family Medicine

Public Health & Preventive Medicine
Pediatrics

$511K
$479K
$455K
$438K
$427K
$419K
$417K
$411K
$398K
$378K
$377K
$364K
$357K
$355K
$342K
$318K
$308K
$308K
$306K
$301K
$280K
$268K
$262K
$251K
$246K
$236K
$234K
$232K
$232K

Source: Medscape.com (https://www.medscape.com/slideshow/2020-compensation-overview-6012684)

Stigma: Social stigma also plays an important role Importantly, challenges of stigma are even more

in discouraging people from seeking treatment, pronounced in older patients and in the Black

and in making treatment more difficult to access. community.?® Telemedicine is one potential solution
Despite greater attention to alleviating stigma in recent that can help to improve no-show rates by making it
years, this challenge still keeps patients from seeking easier and more private for patients to connect with
treatment, and contributes to high no-show rates and their provider. (For more information, see Section 4.)

high discontinuation rates. For example, no-shows

at general outpatient centers have been documented
at rates of 23%-34%,%° ! while no-show rates for

patients with depression are closer to 40%.%


https://www.Medscape.com?ref=ESG011_RE.pdf

SECTION 2
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The costs of mental illness

Depression and anxiety carry with them significant costs to patients and society. In addition to our

paramount concern for the health of friends, family, community members, and society, as investors

we also pay attention to both direct and indirect costs of these conditions.

Direct healthcare costs: Mental disorders accounted
for the most costly set of health conditions as of 2013,
at an estimated $201 billion, or 9% of total healthcare
expenditures.” Of the $200B+ in annual expenses,
anxiety and depression accounted for roughly 40%
of the total. For reference, this is more than heart
conditions, which accounted for an estimated

$147 billion and cancers at $122 billion of direct
healthcare spend.?”In 2020, official projections from
the Substance Abuse and Mental Health Services
Administration (SAMHSA) estimate that treatment
spending on mental and substance use disorders
from all public and private sources will total

$280.5 billion.?

$280.5B

is the estimated treatment spend
on mental and substance use disorders
from all public and private sources
in 2020 according to an official projection
from the Substance Abuse and Mental
Health Services Administration (SAMHSA).

Broader societal costs: Mental illness also has
significant societal costs. Several studies show that
major depressive disorder (MDD) is associated with
much higher odds of failing to complete secondary
school. Research shows a relationship between mental
disorders and future unemployment and work
disability.?” A 2010 study found the comprehensive
economic burden associated with MDD to be greater
than $210 billion, with about half of the total associated
with workplace costs.?® Outside the United States,

the World Health Organization (WHO) has estimated a
global cost of $1 trillion from lost productivity due to
depression and anxiety.”
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SECTION 3

The impact of the Covid-19 pandemic

Many mental health experts have warned that the stress and isolation associated with the Covid-19
pandemic and quarantine conditions could further accelerate the prevalence and intensity of mental
illnesses.* The added strains from the crises of the pandemic and its economic impact, plus the
longer-duration crises such as climate change and racial injustice in the United States, could have a

number of effects on mentalillness.

Impact of mental health on the spread of Covid-19:
Several studies show that psychological factors play
arole in adherence to public health measures (such as
vaccinations).** Vulnerable populations dealing with
serious mental illness may also have more trouble
accessing treatment and testing for the virus.

n

a

“Americans are reporting
significantly higher levels of
stress, especially parents with
children at home during
the Covid-19 pandemic.”

Potential near-term increase in instances of
depression and anxiety: We are seeing clear signs of
increased stress in various geographies, and prolonged
levels of stress can be linked to depression and
anxiety.*” In the United States, Americans are reporting
significantly higher levels of stress, especially parents
with children at home during the Covid-19 pandemic.*
Alarge survey completed by the CDC in late June 2020
found that 41% of respondents had reported an adverse
mental health condition, with 31% suffering from anxiety
or depression.* This compares with roughly 10%
prevalence of anxiety and depression pre-pandemic.
Even more concerning, 13% of respondents had
increased substance use to cope with stresses of the
pandemic, and nearly 10% had seriously considered
suicide in the previous month. These rates of suicide
consideration were even higher for young people (18-24
years), people of color, unpaid caregivers, and essential
workers.*® Prescriptions for anti-anxiety drugs such as
Xanax and Klonopin rose approximately 15% in March
over February 2020, and antidepressant prescriptions
were up by 14% during the same period, though there is
some evidence this may have been due to stockpiling.*®



Potential longer-term increase in depression/
anxiety: The evidence suggesting a prolonged impact
on mental health is more mixed. Several mental health
experts have predicted that the psychological effects
during this pandemic will outweigh and outlast the
physical effects.*” Evidence from prior pandemics
includes a longitudinal study after the SARS outbreak

in China, which showed that 44% of SARS patients
developed PTSD, as did 10% of Beijing hospital
workers.*® At the same time, many experts highlight

the fact that the majority of people consistently

show resilience in the face of trauma. Studies of the
consequences of natural disasters like hurricanes

and floods have found that approximately 10% of the
affected populations develop prolonged reactions,
with the greatest effect centered on those who are
most directly impacted.® Of course, this pandemic

is far more widespread and far longer in duration

than natural disasters, so it is hard to draw direct
implications from this prior research. One of the more
comprehensive current U.S. surveys on this topic is by
JAMA, administered in April 2020. It showed that 14% of
respondents had high levels of psychological distress,
compared with an average of 4% before the pandemic.*®
Again, it is still early to draw long-term conclusions from
these indicators, as many mental health disorders are
defined by symptoms lasting six months or more.
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Social isolation

across the globe due
to stay at home

and quarantine orders
is a new factorin

this pandemic.

Social isolation is a newer risk factor: Social isolation
across the globe due to stay at home and quarantine
orders is a new factorin this pandemic. Consistent
evidence links social isolation and loneliness to worse
physical and mental health outcomes. In fact,
meta-analyses have shown a link between social
isolation and overall mortality rates.** One newer — and
possibly positive — factor that warrants further research
is the impact of technology on social isolation. Does a
virtual/video call count as “real” social connection?
Interestingly, the JAMA study cited above found little
difference in respondents’ feelings of loneliness in April
compared with before the pandemic, indicating that
there might be some benefits to various forms of
virtual connection.*

Crisis beyond Covid-19: Finally, this pandemic
coincides with several other forms of crisis, including
the directly related economic crisis, the crisis of

racial injustice in the United States, and a series of
crisis points related to wildfires, floods, and other
climate-related events. All of these circumstances are
likely to contribute to further mental health challenges.
For example, unemployment rates in the United States
have reached levels not seen since the Great Depression
in the 1930s. Researchers have found clear links in
multiple studies over time between financial distress,
particularly unemployment, and depression.®
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SECTION 4

The current government response
and potential short- and long-term

implications

Access to mental healthcare has improved in some ways during the pandemic due to emergency

spending and the easing of government regulations. We offer examples of telemedicine companies that

represent how the industry can deliver care to address expanding needs.

Coronavirus Aid, Relief, and Economic Security Act:
The CARES Act became law in March 2020, and included
over $2 trillion in funding to help buffer the public health
and economic impacts of Covid-19.* For behavioral
health programs, the CARES Act provides $425M to

the Substance Abuse and Mental Health Services
Administration (SAMHSA), of which $250M is reserved
for behavioral health clinics, $100M for mental health or
substance use emergency grants, and $50M for suicide
prevention programs. Another part of the CARES Act
appropriates $200M to the Federal Communications
Commission (FCC) to provide financial support to
healthcare providers in necessary telecommunication
and information services.*

Beyond direct spending, the government also loosened
certain regulations related to telemedicine, enabling
easier access to care for some patients. Telemedicine
can be a powerful tool for behavioral health providers
to expand their practice to underserved regions

and populations, and can make caregiving possible
when both healthcare facilities and patient mobility
are constrained. In response to the public health

10

emergency, the Center for Medicare and Medicaid
Services (CMS) announced several new policies to
encourage increased adoption of telemedicine.

These temporary modifications include expansion

of patient eligibility for telemedicine, easement of
cross-state service restrictions, improvements in
Medicare telehealth payment policies, a broader menu
of services and approved technologies, and permission
for providers to prescribe controlled substances during
a telehealth visit.*® Although many of these changes are
expected to be temporary, they are meaningful and
have allowed existing patients to continue treatment
and newly affected patients to access treatment in
recent months.

Sections 4, 5, and 6 include discussions of companies
that are active in different ways to advance better mental
healthcare through innovative services and products,
delivery of care, or expanding care for associates in

the workplace. While we present these companies as
representative examples, the companies may achieve
better financial performance or investment potential as
aresult of their efforts on behalf of mental healthcare.
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Telemedicine can be a powerful tool

for behavioral health providers to

expand their practice to underserved
regions and populations, and can
make caregiving possible when both
healthcare facilities and patient
mobility are constrained.

Who regulates telemedicine in health plans?

Regulated by both
thefederaland
state governments

Regulated by the
federal government

FULLY INSURED
HEALTH PLANS

SELF-INSURED

HEALTH PLANS

Must comply with
both federaland
state requirements

Regulated by the
federal government

Source: Henry J. Kaiser Family Foundation.

That said, much of the directimpact from these
temporary changes is limited to Medicare and Medicaid
beneficiaries. Private health plans (including Medicare
Advantage plans) have the freedom to choose which
telehealth services their plans cover. Many have
voluntarily expanded coverage and are reducing or
eliminating cost sharing, but this dynamic varies

across carriers.*’

Potential longer-term changes: Several potential
changes could meaningfully improve longer-term
telemedicine adoption. For example, in June 2020, the
American Medical Association (AMA) and several other
key medical associations called upon Congress to
make the temporary waiver of geographic restrictions
permanent.*® Eliminating state licensure requirements
on a permanent basis would remove a significant
barrier to interstate telehealth access. Additionally,
permanent reimbursement parity between telehealth
and in-office visits would also be a major step forward
forimproved telemedicine adoption from providers.
We do not yet know which of these temporary policy
modifications may become permanent, and while we
believe many of these measures make sense in the
presence of a public health crisis, loosening restrictions
may also come with drawbacks in terms of privacy and
quality of care. For example, one policy temporarily
waived but likely to return following the public health
crisis is the requirement for approved HIPAA-compliant
telemedicine services.

11
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Potential benefit to telemedicine providers:

If some of these temporary emergency changes become
permanent, the market potential for telemedicine
solutions could meaningfully increase. As noted

above, nearly 60% of the 46 million U.S. adults suffering
from mentalillness do not receive treatment. If we
assume, for example, that roughly half of them might
seek treatment with increased accessibility due to
telemedicine options, this could lead to an additional
13-14 million individuals seeking treatment from
companies like Teladoc, Amwell, Livehealth, and MDLive.
These calculations align with a survey conducted by
Teladoc, which suggested that 40% of its behavioral
health users would not have sought treatment if Teladoc
were not available to them.*® (Note, this calculation
includes U.S. adults only, with added potential
opportunity to serve children, adolescents, and
international patients.)

“If some of these temporary
emergency changes become
permanent, the market potential
for telemedicine solutions
could meaningfully increase.”

For reference, Teladoc (the industry leader) has 43
million paid memberships, but the company conducts
only 8-9 million visits per year. This total has accelerated
from a rate of 5-6 million annual visits before the
Covid-19 pandemic and recent acquisitions, but reflects
still-low overall utilization levels. Over the longer term,

if Teladoc were to serve a reasonable portion of patients
(about 30% ),°° and those patients seek treatment
4-5times peryear (in line with Teladoc’s 2019 reported
mental health utilization rates), these dynamics could
add about 18 million potential visits per year for Teladoc.
At current levels of per-visit fees (550-5100 visit),

this suggests a revenue opportunity of more than

$1.3 billion. This calculation compares with Teladoc’s
recent revenues of more than $700 million for the
trailing 12 months through June 2020 and BetterHelp’s
2019 estimated revenues of roughly $100 million.
(BetterHelp is the direct-to-consumer arm of Teladoc’s
behavioral health business and generates most, but not
all, of their behavioral health revenues.) While there is
no guarantee that any of the aforementioned regulatory
changes become permanent, the notes above show
that the potential impact from modest improvements
in telemedicine access could be meaningful for both
patients and solutions providers.

Specific company examples: Company examples are intended to help illustrate Putnam’s research process and should not be considered a
recommendation or solicitation to purchase or sell the securities. Current investment themes and company examples were selected without regard to
whether such themes, or relevant securities, were profitable and are intended to help demonstrate the investment process. The securities mentioned
are not necessarily held by Putnam for all client portfolios. It should not be assumed that any investment in these securities was, or will prove to be,
profitable, or that the investment decisions we make in the future will be profitable or equal to the investment performance of securities referenced
herein. As with any investment, there is a potential for profit as well as the possibility of loss. A security may be selected for the portfolio based on factors
other than the sustainability themes, metrics, and characteristics highlighted herein, and the analysis is not intended to be relied upon as a forecast or
investment advice, and is not a recommendation, offer, or solicitation to buy or sell any securities or to adopt any investment strategy.
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SECTION 5
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The impact on businesses and
how firms are responding to
support employees’ mental health

Beyond essential human empathy and corporate responsibility, employers have direct business

incentives to address mental health due to direct and indirect costs. We include descriptions of several

companies showing leadership to improve the well-being of associates, serving as examples of how

businesses can respond.

Absenteeism — Depression in individuals can result

in 26 additional absences per year when compared

with employees who are not suffering from depression.®
Absenteeism related to mental disorders accounts

for an estimated 7% of global payroll, more than any
other disorder.>

Presenteeism — Impaired work performance or
productivity loss, known as presenteeism, is an even
larger cost for employees than absenteeism. Though
harder to calculate, it is estimated that the total cost
of presenteeism is 3-4 times greater than the cost

of absenteeism.>

Healthcare costs — The costs associated with
employer-based insurance are more than twice as
high for employees with mentalillness, when
compared with costs for other employees.*

97%

of large U.S. companies offer
employee assistance programs (EAPs),
and utilization of these programs
is about 3%-5%.

Given the high costs noted above, it is not so
surprising that treating mental illness has been

shown to be effective for companies, with a high
“return on investment.” The World Health Organization
found that every dollar put into treatment produces

a $4 improvement in health and productivity for
employees and businesses.*® Though these costs and
benefits are well understood, the employer approach
to behavioral health to date has been somewhat
piecemeal. One key offering has been Employee
Assistance Programs (EAPs), which connect employees
to professional assistance to treat mental health issues
ranging from stress to depression.*® While more than
97% of large U.S. companies offer EAPs, utilization of
these programs is only about 3%-5%." In response,
organizations like the National Alliance on Mental
Iliness (NAMI) have launched initiatives and pledges
for companies to destigmatize mental health and
promote increased workforce engagement.

13
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Many corporate leaders acknowledge the importance of
mental health in the workplace, but only a subset of
companies offer more than the traditional (and
underutilized) offerings noted above. Indicators of
corporate leadership in this area include providing
education and training for managers, advocating for
cultural acceptance and destigmatization of mental
illness, offering a more complete range of supports and
preventive care that includes elements like stress
management and physical fitness tools, and creating a
more flexible and accommodating workplace
environment.*®

For example, Deloitte announced its first Chief
Well-Being Officer in 2015, and she launched Deloitte’s
Mental Health at Work campaign providing Mental Health
First Aid training and other resources and educational
opportunities.”® EY launched their “r u ok?” program in
2016 to help destigmatize mental health and promote
workplace discussions, which led to a 30% increase in
calls to their mental health assistance line in the first three
months.®” Johnson & Johnson created a holistic program
that treats mental health by providing resources in stress
management, physical fitness, wellness, and financial
budgeting,®* and was part of the founding of One Mind

at Work, a coalition of public and private sector leaders
committed to workplace mental health. Microsoft focuses
on mental health through its CARES initiative, which
provides employees and immediate family members
confidential counseling services 24/7 to address
work-related or personal matters.®

14

The Covid-19 pandemic has brought mental healthcare
even more into focus for employers. At Target, where
workers were deemed essential during lockdowns, the
company expanded online resources for employees

to improve mental, physical, and emotional health in
addition to stress, sleeping habits, and fitness.*

Other companies have focused on supporting employees
in their new remote work environments. Salesforce.com
shared resources on emotional health and provided
face-to-face video counseling, and CEO Marc Benioff has
made a point of noting this focus on calls with the
investment community.** Walmart has also meaningfully
increased the mental health resources available to
employees, including providing three free counseling
sessions and unlimited telephonic counseling.® Walmart
is also reaching beyond its own employee base to its
customers, and is expanding its offering of low cost

(81 per minute) counseling at many of its new and
growing group of health clinics. Expansion of these
health clinics alongside existing Walmart locations

could lead to better access to mental healthcare,
especially in rural communities.®®

Smaller companies, too, are leading the way in mental
health support for employees. Etsy, the online
marketplace for unique and creative goods, has provided
unlimited mental health days as part of unlimited sick
leave and unlimited coaching and therapy sessions

for employees.®’

As is the case with telehealth, we expect some of these
recent changes to result in longer-term shifts and
opportunities for employers and employees.
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Potential solutions and
Innovations to watch

A wide range of evolving products and services offer improved tools and therapies for treating mental

illness. We also discuss companies that show how businesses can participate in advancing mental

health in the ares of pharmacology, digital tools, e-counseling, and holistic living.

Pharmacology: There have been several waves of
psychiatric-focused innovation from the pharmaceutical
industry, starting in the mid 1950s with the approval

of the antipsychotic, chlorpromazine (Thorazine).
Asecond wave developed in the 1980s and 1990s with
the emergence of the class of antidepressants known

as SSRIs (with brand names like Prozac, Paxil, and
Lexapro) and SNRIs (such as Cymbalta and Effexor XR).

£
“In recent years, a renewal of interest
in central nervous system (CNS) targets
has emerged, with FDA approval of

novel pharmaceutical and digital therapies for
treating common mental illness.”

In recent years, a renewal of interest in central nervous
system (CNS) targets has emerged, with FDA approval

of novel pharmaceutical and digital therapies for
treating common mental illness. Sage Therapeutics

and Johnson & Johnson have led the way in recently
developed treatments for various forms of depression.
In 2019, Johnson & Johnson announced the FDA approval
of Spravato (esketamine), a ketamine-derived nasal spray
for adults with treatment-resistant depression.

This is the first novel mechanism of action in decades
to treat major depressive disorder (MDD).% Also in
2019, Sage announced FDA approval of Zulresso
(brexanolone) injection, the first and only treatment
specifically approved to treat postpartum depression
(PPD).** Sage is also initiating additional clinical trials to
test the efficacy of a rapid acting oral therapy targeting
PPD and acute treatment of MDD."

Several smaller companies are exploring the clinical
potential of other psychedelic-derived active
ingredients. Examples include psilocybin, found in over
200 species of mushrooms, lysergic acid diethylamide
(LSD), and methylenedioxymethamphetamine, often
found in illicit drugs such as ecstasy or MDMA.
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Digital tools: Digital tools and applications have grown
quickly in recent years, and include both direct-to-
consumer and employer-facing product offerings.
When analyzing the wide range of digital solutions,
itisimportant to note the similarly wide range of patient
needs that they serve. For lower acuity conditions,
app-based programs can be effective solutions.

These include Happify, a digital program that aims to
help users improve overall well-being through daily
interactive activities, and Headspace, a meditation

and sleep app.™ While growth in digital tools for
low-to-moderate patient needs has been prolific

over the past several years, these solutions are

not currently regulated, and limited research on
effectiveness is currently available.

5

“When analyzing the wide range of digital
solutions, it is important to note the similarly
wide range of patient needs that they serve.
For lower acuity conditions, app-based
programs can be effective solutions.”

For more intensive patient needs, one potential solution
is myStrength, which was acquired by Livongo Health
chronic condition management platform, in 2019.

The myStrength digital tool includes clinically backed
cognitive behavioral therapy-based programs that
interact with the user to address depression, anxiety,
stress, substance use, chronic pain, and sleep
challenges.”
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Finally, a host of private companies such as Akili
Interactive Labs, Pear Therapeutics, Click Therapeutics,
and Cognoa have reported promising initial data behind
their prescription digital therapies. These approaches
could help improve access to care with potentially
lower cost, easier delivery of treatment, superior safety
profile, and ability to personalize treatment relative

to current standards of care. A wide set of diseases

may be treatable by prescription digital therapeutics

in the future; today, these companies are focused on
substance abuse disorders, ADHD, chronic insomnia,
autism spectrum, and major depression. Prescription
digital therapeutics like these provide a higher level

of intended care, must be prescribed by a licensed
professional for use, and come with more rigorous
FDA-approval standards.

Telemedicine: Further still along the continuum of care
are e-counseling platforms that provide users access

to a network of thousands of licensed professionals.
One such tool, BetterHelp (owned by Teladoc), offers
members direct online access to licensed psychologists,
clinical social workers, and marriage and family
therapists. BetterHelp users can receive counselingin a
variety of forms, including messaging, live chat, phone,
and video conferencing. Members pay about $40 to $70
per week for counseling.” Talkspace is another popular
e-counseling platform that provides access to a network
of thousands of licensed professionals.
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“Telemedicine has evolved into a

powerful tool for treating mental illness,

with benefits for both individuals and
employers.”

As noted on the previous page, telemedicine has
evolved into a powerful tool for treating mental illness,
with benefits for both individuals and employers.

For services beyond counseling that might necessitate
the consultation of a psychiatrist, such as prescriptions
of medicine, popular telemedicine providers such

as Teladoc, Amwell, Doctor on Demand, and MDLive
have the ability to host virtual appointments that are
often covered by insurance. While telemedicine has
been growing in recent years, the Covid-19 pandemic
has accelerated adoption, supported by the various
regulatory changes noted above. This shift has potential
to improve access for those who are distant from care
providers, and also could also help address the high
no-show rates noted earlier in this report. For example,
David Henderson, M.D., Chair of Boston Medical
Center’s Department of Psychiatry, commented in a
recent interview that his department’s no-show rate
has historically hovered at 45%. Today, given increased
adoption rates of telehealth psychiatric services due to
the Covid-19 pandemic, no-show rates have dropped

to just 15% even as patient demand has increased.”
Efficacy of telehealth appears to be comparable, as
BetterHelp has been found to be as effective as face-
to-face counseling in a peer-reviewed study of active
users.” However, while access, convenience, and
privacy are powerful potential benefits, some of these
technologies also provide new challenges for providers.
An American Psychological Association (APA) survey
showed that 76% of therapists found treating patients
remotely to be more challenging than treating them

in person.’™

The unwelcome challenges of 2020’s multiple crises may
increase the need for behavioral health and other forms
of telemedicine, and shifts in regulatory restrictions may
ease some of the challenges to adoption, leading to
potential continued growth for companies like Teladoc,
Amwell, and others.
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Other health-focused companies

are taking a holistic approach by
emphasizing the connections between
sleep, nutrition, physical health,

and overall well-being.

Broader wellness efforts: Other health-focused
companies are taking a holistic approach by
emphasizing the connections between sleep, nutrition,
physical health and overall well-being. For example,
WW International (formerly Weight Watchers), offers
nutrition and exercise programs as ways to promote
employee well-being. WW’s Health Solutions division
works to help employers increase engagement, reduce
absenteeism, and attract and retain talent through
custom wellness offerings.”
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Corporate Fitness Works is another company that offers
on-site fitness programs for companies to help improve
morale, increase productivity and motivation, and retain
talent.” Underlying these approaches is a deep body

of research that confirms a link between exercise and
lowered anxiety, depression, and negative moods.”
One study found that people who exercised had

1.5 fewer days of poor mental health in the prior

month compared with those who did not exercise.®
Research shows a similar connection between nutrition
and mental health, as poor food choices have impact
on levels of neurotransmitters in the brain that can
contribute to disorders, including depression.®



Conclusion

The individual and societal costs from mental illness
are significant, and less than half of those afflicted
receive treatment due to a multitude of barriers to
access. Employers have human, strategic, and economic
incentives to address mental health more proactively
and effectively. Doing so has the potential to improve
productivity and broader measures of health for
employees. Companies that lead on mental health
issues often go beyond offering standard benefits

to improve manager training, broaden employee
resources, and normalize mental health treatment.
Employers who prioritize mental health often see strong
direct and indirect returns on this investment, which
could accelerate attention and positive action in

this area.

In addition to potential benefits of corporate leadership
in addressing mental health, we call attention to
several developments in treatment from both
incumbent and newer pharmacological companies,

an acceleration following decades of slower-paced
innovation. Additionally, new digital offerings to treat
lower acuity cases have been growing rapidly, though
efficacy is yet to be confirmed and most of these
offerings are currently unregulated. Finally, the rapid
growth of telemedicine has the potential to significantly
expand access and treatment.

The large population affected by mentalillness and
the meaningful benefits of effective treatment for
patients could lead to important expansion and
improvement of care. Potential for compelling
investment opportunities exists among both
corporate leaders and solutions providers.

Putnam Investments | putnam.com
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material represent the current, good-faith views of the author(s) at the
time of publication. The views are provided for informational purposes
only and are subject to change. This material does not take into
account any investor’s particular investment objectives, strategies, tax
status, or investment horizon. Investors should consult a financial
advisor for advice suited to their individual financial needs. Putnam
Investments cannot guarantee the accuracy or completeness of any
statements or data contained in the material. Predictions, opinions,
and other information contained in this material are subject to change.
Any forward-looking statements speak only as of the date they are
made, and Putnam assumes no duty to update them. Forward-looking
statements are subject to numerous assumptions, risks, and
uncertainties. Actual results could differ materially from those
anticipated. Past performance is not a guarantee of future results. As
with any investment, there is a potential for profit as well as the
possibility of loss.

Sustainable Equity Investing: Our approach to sustainable equity
investing incorporates fundamental research together with
consideration of sustainable environmental, social, and economic
developmentimpact. We believe that companies whose products and
services produce positive environmental, social, and economic
developmentimpact also often demonstrate potential for strong
financial growth. In selecting each investment, we consider the extent
to which a company’s products or services may provide solutions to
forward-looking sustainability needs, creating positive impact in
environmental, social, and economic development areas. We believe
that analysis of sustainability factors is best utilized in combination
with a strong understanding of a company’s fundamentals (including a
company’s industry, geography, and strategic position). Relevant
issues vary by sector, geography, asset class, and specific company
context. Therefore, we use fundamental research of ESG factors that is
tailored to specific sectors, locations, asset classes, and companies.
Our approach to sustainability analysis is deeply intertwined with the
fundamental research process. We use company disclosures,
non-governmental organization or government disclosures, public
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data sources, and independent third-party data as inputs into our
analytical processes. In some cases, measurement of a company’s
environmental, social, or economic development impacts will align
with the United Nations Sustainable Development Goals, and we will
consider the metrics reported through this or a similar framework. Our
investment approach aims to include fundamental analysis of product
and service benefits regardless of the reporting mechanism. While we
may consider independent third-party data as a part of our analytical
process, we perform our own independent analysis of issuers and do
not rely on third-party screens.

This material or any portion hereof may not be reprinted, sold, or
redistributed in whole or in part without the express written consent of
Putnam Investments. The information provided relates to Putnam
Investments and its affiliates, which include Putnam Investment
Management, LLC, The Putnam Advisory Company, LLC and Putnam
Investments Limited®. U.S.-registered mutual funds are distributed by
Putnam Retail Management.

Issued in the United Kingdom by Putnam Investments Limited®.
Putnam Investments Limited is authorized and regulated by the
Financial Conduct Authority (FCA). For the activities carried out in
Germany, the German branch of Putnam Investments Limited holds a
permit as a financial investment broker in accordance with Sec. 34f
para. 1 sentence 1 no. 1 of the German Trade Ordinance and is
registered under the registration number D-F-160-77N8-19 in the
publicly available broker register. Putnam Investments Limited is also
permitted to provide cross-border investment services to certain
EEA member states. In Europe, this material is directed exclusively

at professional clients and eligible counterparties (as defined under
the FCA Rules, or the German Securities Trading Act
(Wertpapierhandelsgesetz) or other applicable law) who are
knowledgeable and experienced in investment matters. Any
investments to which this material relates are available only to, or
will be engaged in only with, such persons, and any other persons
(including retail clients) should not act or rely on this material.

Prepared for use with wholesale investors in Australia by Putnam
Investments Australia Pty Limited, ABN 50 105 178 916, AFSL No.
247032. This material has been prepared without taking account of an
investor’s objectives, financial situation and needs. Before deciding to
invest, investors should consider whether the investment is
appropriate for them.

Prepared for use in Canada by Putnam Investments Canada ULC

(o/a Putnam Management in Manitoba). Where permitted, advisory
services are provided in Canada by Putnam Investments Canada ULC
(o/a Putnam Management in Manitoba) and its affiliate, The Putnam
Advisory Company, LLC.

This material is prepared by Putnam Investments for use in Japan by
Putnam Investments Japan Co., Ltd. (“Putnam Japan”). Putnam Japan
is registered with Kanto Local Finance Bureau in Japan as a financial
instruments business operator conducting the investment advisory
and agency business, and is a member of Japan Investment Advisers
Association. This material is prepared for informational purposes only,
and is not intended as a solicitation to invest in any securities or other
financial product in Japan, or to enter into with Putnam Japan an
investment advisory contract or a discretionary investment
management contract.
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