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Policy reforms continue

The lower house of the Indian Parliament passed the much awaited “Sabka Bima Sabki Company cmpo L TP
Raksha (amendment of Insurance laws) Bill, 2025” yesterday proposing significant (INR) (INR)
changes as well as streamlining of a few provisions. The key amendments include 1) SBILIFE 2040  BUY 2100
100% foreign direct investment (FDI) in insurance, 2) significant reduction in initial ICICIGI 1945  BUY 2210
capital requirement for re-insurers, 3) merger between insurance and non-insurance NIVABUPA 78 BUY 95
entities, 4) increase in approval thresholds for stake sale in insurers; 5) empowering the POLICYBZ 1,825 BUY 27210
insurance regulator to regulate distribution commission payouts, 6) operational MESL 1663 ADD 1700
flexibility for LICI, and 7) creation of reserve fund by LICI. In our view, the newly
inserted section 40 (2A) indicates no material changes to the existing payout structure
for insurance intermediaries. However, contrary to the expectations, the bill does not
address composite licensing, the open architecture in the individual agency channel,
and offering of value-added services by insurers. We believe these proposed
amendments coupled with recent GST rate rationalization shall drive improving
insurance penetration and awareness with streamlining of regulations. Our top picks
across life/general/standalone health insurers are SBILIFE (BUY)/ICICIGI
(BUY)/NIVABUPA (BUY) respectively and POLICYBZ (BUY) as platform play for the
insurance ecosystem.

® India insurance gearing up for higher competitive intensity? The amendment bill

proposes to increase the FDI limit from 74% currently to 100%. This measure is
unlikely to have a material impact on the competitive intensity for the incumbents in
our view, given currently only one-fourth of the insurers have more than 49% as
foreign investment.

Lower initial capital requirements for foreign reinsurance branches (FRBs): The net
owned funds requirement for the FRBs has been reduced to INR 10bn from INR 50bn
earlier. Currently, Indian reinsurance market has a presence of only 13 FRBs. Hence,
this measure is likely to increase the reinsurance capacities in the market and is likely
to be instrumental in bringing down the overall cost for the end customer, driving
better affordability of insurance products. However, these changes are likely to have
a negative impact on GICRE (~30-35% market share in domestic reinsurance market).

®  Amendment bill paves the way for AMLI and MFSL merger: The amendment bill
proposes to amend the section 35 of the IRDAI Act, which had prohibited merger of
an insurance entity with any non-insurance entity and now allows such a merger with
regulatory approvals. This paves the way for the reverse merger of Axis Max Life
Insurance (AMLI) with Max Financial Services (MFSL), that could eliminate the
holding company discount.

No change in stance in payout to distribution channels: The amendment bill
proposes to empower the IRDAI to limit the commission payouts to insurance agents
or insurance intermediaries (in the form of commission, remuneration or reward of
any kind), manner of such payments and the manner of disclosures. However, IRDAI
had been proactively framing regulations in the past with respect to the distribution
partner payouts on the insurance business. For e.g. IRDAI had replaced the product-
wise commission payout limits with the introduction of the expense of management
(EoM) in FY23. Given such limits on the distribution channels payouts had existed in
the past as well, there is limited immediate impact on the commission income of the
distribution partners such as POLICYBZ, Banks and NBFCs. Shobhit Sharma

Improving prospects of insurance penetration: We believe these proposed shobhit.sharma@hdfcsec.com
amendments coupled with recent GST rate rationalization shall drive higher +91-22-6171-7341

insurance penetration and awareness through increased competition as well as
simplification of certain regulations. We believe stabilization of government policies
and minimal regulatory interventions would be the key monitorable for re-rating of | Krishnan ASV

the insurance sector. Our top picks across life/general/standalone health insurers are | venkata.krishnan@hdfcsec.com
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as platform play for the insurance ecosystem.
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We, Shobhit Sharma, CA & Krishnan ASV, PGDM authors and the names subscribed to this report, hereby certify that
all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. SEBI
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This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider
the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional
advice before investing. This report may have been refined using Al tools to enhance clarity and readability.

Nothing in this document should be construed as investment advice. Each recipient of this document should make such
investigations as they deem necessary to arrive at an independent evaluation of an investment in securities of the
companies referred to in this document (including merits and risks) and should consult their own advisors to determine
merits and risks of such investment. The information and opinions contained herein have been compiled or arrived at,
based upon information obtained in good faith from sources believed to be reliable. Such information has not been
independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy,
completeness or correctness. All such information and opinions are subject to change without notice. Descriptions of any
company or companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update
this report for such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such
as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to,
fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the
dividend or income, etc.
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subject company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.

HDEFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp.
Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDEFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEL, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg.
No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI
Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.

HDEFC Securities

Institutional Equities

Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park,
Senapati Bapat Marg, Lower Parel, Mumbai - 400 013

Board: +91-22-6171-7330 www.hdfcsec.com

Page | 4



