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Comparative annual report analysis

We conducted a deep dive comparative analysis of the annual reports of the top
three private life insurers. Our analysis revealed that VIF unwind conversion to PAT
has deteriorated across companies with the worst hit being IPRU. With life insurers
focusing on growing NPAR businesses, RoAEs continue to slide as the new business
strain has increased. Linked business RoAE deteriorated across companies despite
lower growth mainly due to weak equity markets in FY20. Expenses as a percentage
of net new money raised (premiums less benefit paid) reduced for IPRU/SBILIFE to
25.3/16.5 (-1,320/-464bps since FY17), while increased for HDFCLIFE to 41.0%
(+730bps since FY17). Additionally, the first-year commission percentage is the
highest for HDFCLIFE at 17.9% in FY20. On an overall basis, expense ratios and
commission ratios are the lowest for SBILIFE across business lines. Lastly, we have
also covered surrender percentages, reinsurance efficiency, provisioning, related
party transactions, reserving, and asset composition.
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We conducted a deep dive comparative analysis of the annual reports of the
top three private life insurers. Our analysis revealed that VIF unwind
conversion to PAT has deteriorated across companies with the worst hit being

Life Insurers
HDFCLIFE 1,156 575 NR 620*
IPRU 603 420 REDUCE 445

IPRU (61.9% -7,586bps since FY17). HDFCLIFE/SBILIFE continued to report MAXF 211 612 ADD 645
stable conversion trends at 94.7/74.9% for FY20. With life insurers focusing on SBILIFE 975 85 BUY 975
growing NPAR businesses, RoOAEs continue to slide as the new business *Fair value

strain has increased. HDFCLIFE/SBILIFE reported non-linked RoAE of
9.1/10.6% (-851/-1,251bps since FY17) vs. IPRU’s 21.3% i.e. -5,581bps since
FY17. Linked business RoAE deteriorated across companies despite lower
growth mainly due to weak equity markets in FY20. Expenses as a percentage
of net new money raised (premiums less benefit paid) reduced for
IPRU/SBILIFE to 25.3/16.5 (-1,320/-464bps since FY17), while increased for
HDFCLIFE to 41.0% (+730bps since FY17). Additionally, the first-year
commission percentage is the highest for HDFCLIFE at 17.9% in FY20. On an
overall basis, expense ratios and commission ratios are the lowest for SBILIFE
across business lines. Lastly, in this report we have also covered surrender
percentages, reinsurance efficiency, provisioning, related party transactions,
reserving, and asset composition.

®  VIF unwind conversion to PAT. PAT to VIF unwind (%) has reduced across
the three life insurers over the past four years. IPRU reported a significantly
lower conversion in FY20 at 61.9% (vs 118.0% in FY18) despite the APE
decline of 5.4% in FY20 and thus lower new business strain. VIF conversion
for HDFCLIFE reported higher conversion during FY17-20 in the range of
94.3-106.5%, while SBIIFE reported conversions between 74.9-87.9%.

" Segment-wise RoAE. Calculated RoAEs for non-linked business are on a
downward trajectory across the three life insurers as the focus remains on
growing this segment, resulting in higher upfront costs and lower reported
profits. Non-linked RoAE for HDFCLIFE/SBILIFE declined 851/1250bps over
FY17-20 to 9.1/10.6%, while IPRU reported a negative RoAE of 21.3%
(-5,581bps vs. FY17). Linked business chalked higher RoAEs on the back of a
slowdown in linked business in FY20.

Lower expenses are driving gains. On an overall basis, commission + opex
expenses as a percentage of net new money raised (premiums less benefit
paid) improved for IPRU/SBILIFE from 38.5/21.2% to 25.3/16.5% over FY17-
20, whereas deteriorated for HDFCLIFE from 33.7% to 41.0%. Expense
ratios continue to remain high across segments for HDFCLIFE. SBILIFE has
the lowest expense ratios across segments. First-year commission payouts by
HDFCLIFE/IPRU are high at 17.9/16.5 (FY20) vs. SBILIFE's 8.4%. FY
commissions continue to increase for NPAR business as the duration for this
business continues to increase.
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Companies

® IPRU: We like IPRU’s re-engineered business model, which is focused on a more
diversified product mix along with an increased protection share. We, however,
remain wary of the current COVID-19 situation and believe that the outlook for
FY21E remains hazy. We believe lower-than-expected growth in FY21E will delay
the goal of doubling VNB by FY23E and expect an FY21E-23E VNB CAGR of
18.5%. We maintain a REDUCE on IPRU with a target price of Rs 445 (Mar-21E
EV + 23.6x Mar-22E VNB). At CMP of Rs 420, the stock is trading at
FY21E/FY22E P/EV of 2.3/2.1x and P/VNB of 27.7/21.3x. Key risks are lower-
than-expected growth and protection share or higher mortality as a result of the
pandemic.

® MFSL: A strategic JV partner such as AXSB provides long-term distribution
capability, ending uncertainty and market anxiety over the future of the current
AXSB partnership arrangement. We expect MAXL to lower its dependence on
proprietary channels, which will be VNBM-accretive as investments in channels
reduce. We rate MAXF an ADD with a target price of Rs 645 (MAXL: Mar-21E
EV +21.3x FY22E VNB). At CMP of Rs 612, the stock is trading at FY21E/FY22E
P/EV of 2.6/2.3x and P/VNB of 23.7/19.6x. Key risks remain higher cost over-
runs, supply overhang due to promoter pledges, non-completion of deal and
delay in independent listing of MAXL.

®  SBI LIFE: We appreciate the strong distribution footprint of its parent SBI (24k+
branches), improving protection share (1QFY21: 12.6%, +137bps YoY), and lowest
operating cost ratios (1QFY21: 10.1%). We expect SBI LIFE to deliver healthy
FY21-23E VNB CAGR of 17.1% and RoEVs of ~13.4-15.4% over FY21-23E. We
retain our BUY rating on SBI LIFE with an unchanged target price of Rs 975
(Mar-21E EV + 28.9x Mar-22E VNB). At CMP of Rs 825, the stock is trading at
FY21/22E P/EV of 2.6/2.3x and P/VNB of 28.0/22.3x. Key risks include lower
growth, renewals, and protection share.
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VIF unwind conversion to PAT

We compared the net profit of life insurers with the VIF unwind reported to
assess what percentage of unwind is converting to PAT.

We observe that in general conversion has reduced for all three companies.

HDFCLIFE has reported strong and stable conversion across the years. FY17 to
FY20 reported PAT/VIF unwind ratio has been in a tight range of 94.3-106.5%.
The ratio is 94.7% even in FY20 despite strong business growth and the sharp fall
in equity markets in Mar-20.

IPRU reported PAT/VIF unwind (%) of just 61.9% in FY20 (-5,620bps since FY18).
The reduction is strong, given that APE declined in FY20 and the new business
strain was lower comparatively. Part of the reduction can also be attributed to the
negative investment income in FY20 due to the sharp fall in equity markets in
March. About 23% of IPRU’s shareholders' funds are invested in equities. This is
lower for SBILIFE at 19.3%, whereas significantly higher for HDFCLIFE at 27.9%.

SBILIFE has reported a relatively stable PAT/VIF unwind (%) of between 74.9-
87.9% over FY17-20.

Net profit / VIF unwind (%) highest for HDFCLIFE

HDFCLIFE IPRU SBILIFE

(Rs br) FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20
APE 41 55 63 74 66 78 78 74 66 85 97 107
Growth YoY (%) 13.0 35.1 13.5 18.4 29.7 17.6 0.1 -5.4 35.4 29.3 13.5 10.8
EV 124 152 183 207 162 188 216 230 165 201 237 276
VIF Unwind 9.4 10.4 13.0 13.7 12.2 13.7 15.8 17.3 10.9 14.1 16.5 19.0
Expected VIF unwind (%) 9.2 8.4 8.5 7.5 8.8 8.5 8.4 8.0 8.4 8.5 8.2 8.0
Reported net profit 8.9 11.1 12.8 13.0 16.8 16.2 11.4 10.7 9.5 11.5 13.3 14.2
Net profit / VIF unwind (%) 94.3 106.5 98.3 94.7 137.7 118.0 71.9 61.9 87.9 81.6 80.3 74.9

Source: Respective companies, HSIE Research

Net profit/VIF unwind (%) trend across companies

Net profit/ VIFunwind (%) === APE YoY (%) - RHS

] 160.0 - - 40.0
VIF conversion for .IPRU HDFCLIFE PRU SBILIFE
falls to 61.9% despite 140.0 - 35.1 35.4 - 35.0
decline in APE, whereas 1200 29.7 - 30.0
remained strong for ' - 25.0
HDFCLIFE at 94.7% 1000 1 184 - 200
despite APE growth. 80.0 - - 15.0
60.0 - 10£0.0
- 5.0
40.0 -
= - 0.0
2004 @ ¢ @ & o 8 @ 9| -,
<+ o s} <t N = o < -J.
(o)} i (o)} (o)} [ce} [ce} o0 [N
0.0 T T T T T T T T T T T T T ‘10.0
FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20
Source: Respective companies, HSIE Research
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Segment-wise RoAEs (%)

® We have calculated reported return ratios for the non-linked and linked business
lines.

® For required capital, we have assumed ~180% solvency levels.

= We find that return ratios for the non-linked business have reduced across the
companies. This is most likely the result of higher growth and thus higher
upfront expenses, which have been expensed in FY20.

= IPRU’s non-linked business generated a negative ROAE of -21.3% in FY20 as the
company continues to pay high commissions for growing its annuity, pension,
and protection business. RoAEs of HDFCLIFE and SBILIFE continued to
deteriorate to 9.1/10.6% in FY20 (-851/1,250bps vs. FY17) as a new business strain
continues to dent profitability.

® Return ratios have improved across the companies for the linked business line
given growth for the linked business has slowed in FY20.

= Calculated RoAEs for linked business improved by 1,466/2,094/1,948bps for
HDFCLIFE/IPRU/SBILIFE to 33.6/43.4/23.9% in FY20 (vs. 19.0/22.4/4.5% in FY17).

Segment-wise profits and RoAEs across life insurers
HDEFCLIFE IPRU SBILIFE

Rsbn FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20| FY17 FY18 FY19 FY20
PAR business

Transfer from policyholders acc. 0.8 1.0 15 1.8 0.4 0.5 0.6 0.7 0.8 1.1 1.3 15
Less: Transfer to policyholders acc. 0.1 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
FFA adjustment* 1.6 0.9 14 22 0.1 0.3 0.2 0.2 0.0 0.2 0.1 04
PAT 24 1.9 2.9 -0.4 0.6 0.8 0.8 0.9 0.8 1.3 1.4 2.0
NPAR business

Transfer from policyholders acc. 3.9 6.9 8.6 3.8 53 2.3 2.3 5.2 5.1 54 5.7 7.3
Less: Transfer to policyholders acc. 0.3 1L 2.3 1.0 0.0 0.8 5.0 15.0 0.6 0.8 1.0 4.8
PAT 3.6 5.4 6.3 2.8 5.3 1.5 -2.7 -9.8 4.5 4.6 4.7 2.6
Linked business

Transfer from policyholders acc. 3.1 2.0 1.9 6.2 5.6 8.1 7.9 14.1 0.6 1.8 3.0 5.8
Less: Transfer to policyholders acc. 0.0 0.0 0.7 0.0 0.0 0.0 0.3 0.0 0.0 0.0 0.0 0.0
PAT 3.1 2.0 1.2 6.2 5.6 8.1 7.6 14.1 0.6 1.8 3.0 5.8
Total PAT 9.1 9.4 10.4 8.7 114 10.4 5.7 5.1 5.9 7.7 9.1 10.3

Capital employed at 180% solvency

(Rs bn)

Non-linked 259 34.2 43.8 53.5 19.7 27.1 36.0 48.1 26.7 34.6 40.0 45.2
Linked business 16.4 17.8 19.7 17.4 27.2 30.3 34.3 30.6 14.0 17.6 22.2 26.1
Total 42.3 51.9 63.5 70.9 46.9 57.4 70.3 78.7 40.7 52.1 62.2 71.3
ROAE (%)

Non-linked 17.6 21.6 20.3 9.1 34.5 9.9 -6.1 -21.3 23.1 194 16.5 10.6
Linked business 19.0 12.0 6.4 33.6 22.4 28.2 23.5 43.4 4.5 114 14.8 23.9
Total 18.1 16.5 14.4 15.0 27.3 20.0 8.9 6.9 16.5 16.7 15.9 15.4

Note: HDFCLIFE's figures are on a standalone basis and exclude HDFC Pension management company and HDFC International Life and Re.
*Represents shareholders 10% share in FFA.
Source: Respective companies, HSIE Research
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Non-linked business: RoAEs across companies

RoAE ofnon-linked % —4— HDFCLIFE —#—IPRU &= SBILIFE
business deteriorated for 40.0 - 345
all three life insurers over 30.0 -
FY17-FY20 on account of 23.1 20.3
new business strain. 200 7 10.6
10.0 - 16.5
0.0 6.1 ; L
-10.0
-20.0 A -21.3
-30.0 -
FY17 FY18 FY19 FY20
Source: Respective companies, HSIE Research
. . , Linked business: RoAEs across companies
Linked businesses’” RoAE
impro'vedfor % —4—HDFCLIFE —#—]PRU &= SBILIFE
HDFCLIFE/IPRU/SBILI 50.0 -
FE by 14.7/20.9/19.4bps 434
over FY17-FY20. 40.0°7
33.6
30.0 4
23.9
20.0 -
10.0 A
00 T T T 1
FY17 FY18 FY19 FY20
Source: Respective companies, HSIE Research
SBILIFE claims the highest Total RoAEs across companies
RoAE at 15.4%, followed
by HDFCLIFE/IPRU at % —4— HDFCLIFE —#—IPRU ——&— SBILIFE
15.0/6.9%. 30.0 - >3
25.0 A
20.0 A
15.4
15.0 ~ 15.0
10.0
6.9
5.0
0.0 T T T 1
FY17 FY18 FY19 FY20
Source: Respective companies, HSIE Research
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HDFCLIFE IPRU SBILIFE
(bps) FYy17 FY18 FY19 FY20| FY17 FY18 FY19 FY20| FY17 FY18 FY19 FY20
PAR 46.2 43.4 54.5 53.1 56.4 63.5 49.2 47.5 62.3 70.9 60.7 69.0
NPAR 403.8 3934  301.9 91.1| 398.0 922 -1335 -403.2| 1614 1452 132.6 63.5
Linked 61.0 36.1 19.6  104.2 67.3 86.3 71.9 1337 13.6 35.9 47.3 77.9
Total 95.8 89.5 81.8 88.0 107.9 84.8 40.1 34.7 71.4 76.9 74.8 72.1

Note: HDFCLIFE's figures are on a standalone basis and excludes HDFC Pension management company and HDFC International Life and Re.
Source: Respective companies, HSIE Research

PAR business: PAT as bps of AAUM

bps —e— HDFCLIFE —@— [PRU —4&— SBILIFE
75.0 - 70.9
70.0 69.0
65.0 -
60.0 -
55.0 - R
50.0 -
— 475
45.0
40.0 T T T 1
FY17 FY18 FY19 FY20
Source: Respective companies, HSIE Research
New business strain .
i to d ” NPAR business: PAT as bps of AAUM
continues to depress the
tepres ——HDFCLIFE —@—IPRU —a&— SBILIFE
reported profitability of bps
NPAR business across life 580.0
j . 403.8
insurers 00 393.4
' 398'(\
180.0 1614 145.2 91.1
ﬁ\ 63.5
-20.0 T 92.2 T 1
-220.0 1335
-420.0 -403.2
FY17 FY18 FY19 FY20
Source: Respective companies, HSIE Research
Linked business: PAT as bps of AAUM
Reported profitability of boe —4—HDFCLIFE —@—IPRU —a&— SBILIFE
linked business spiked in P
FY20 on account of lower 160.0 -
business strain and lower 140.0 - 1337
base impact. 120.0 -
100.0 A 104.2
80.0 - 67.3 77.9
60.0 -
40.0 - 61.0
20.0 A 13.6 36.1
0.0 T T T 1
FY17 FY18 FY19 FY20
Source: Respective companies, HSIE Research
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Total PAT as bps of AAUM

bps —4— HDFCLIFE —m—IPRU ——&— SBILIFE
Reported profitability as 120.0 - 107.9
bps of AAUM on overall
basis is the highest for 100.0 1 95.0“:\34 59.5 o1 8 —¢ 88.0

j 80.0 - : -~ c

HDEFCLIFE at 88bps in 714 A . 1
FY20. 60.0 76.9 74.8

40.0 1 40.1 —m 347

20.0

0.0 T T T 1
FY17 FY18 FY19 FY20

Source: Respective companies, HSIE Research

Cost efficiencies

Expense as a percentage of Net New Money Raised (%)

Commission + opex expenses as a percentage of net new money raised
(premiums less benefits paid) have increased for the NPAR business for
HDFCLIFE and IPRU. For SBILIFE’s NPAR business, this ratio peaked in FY18.

Focus on growing protection and launch of annuity and pension products by the
companies has resulted in this spike.

On an overall basis, we see SBILIFE’s expenses ratios to be consistently trending
downwards.

IPRU has changed expense pattern considerably in FY20. Expense on linked
business has been curtailed significantly, resulting in lower total expense ratios.

HDEFCLIFE continues to grow the business at a rapid pace, and expense ratios
continue at elevated levels.

Expense as % of Net New Money Raised across companies

o HDFCLIFE IPRU SBILIFE

o) FY17 FY18 FY19 FY20| FY17 FY18 FY19 FY20| FY17 FY18 FY19 FY20
Commission+ opex expenses as % of -
-Net new money raised
PAR 320 328 427 678| 283 236 202 212 198 219 205 197
NPAR 170 196 190 292 210 232 308 407 118 637 328 262
Linked 1084 NM 600 104.6| 58.1 871 570 195 286 171 170 133
Total 337 404 318 41.0| 385 441 387 253| 212 208 195 165
-Net new money raised (inc. investment income)
PAR 225 227 258 337 198 158 140 148| 151 16.3 146 128
NPAR 144 165 161  233| 151 165 234 356 64 111 11.7 134
Linked 11.7 291 218  NM| 628 141 187 112 130 116 11.0 166
Total 154 222 201 536 320 148 190 166 117 128 120 147
Note: HDFCLIFE's figures are on a standalone basis and excludes HDFC Pension management co. and HDFC International Life and Re.
Source: Respective companies, HSIE Research
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Total expense as % of Net New Money Raised

% —o— HDFCLIFE -@—[PRU =—a— SBILIFE
SBILIFE’s expense as a 50.0 - oy
percentage of net new i
money raised on overall 40.0 - 41.0
basis has declined and
remained significantly 300 1 253
below HDFCLIFE and 20.0 — . \.‘
IPRU. : 20.8 195 16.5
10.0 -
OO T T T 1
FY17 FY18 FY19 FY20
Note: HDFCLIFE's figures are on a standalone basis.
Source: Respective companies, HSIE Research
PAR business: Expense as % of Net New Money Raised
% —4— HDFCLIFE —@—IPRU ——#&— SBILIFE
HDFCLIFE’s expense as
a percentage of net new 80.0 -
money raised for PAR 70.0 67.8
business rose sharply 60.0 1 17
from 32% to 67.8% over 500 7 '
40.0 - 32.0 32.8
FY17-20.
30.0 F 3.6 20.2 21.2
200 4 283 e —— —a— —
10.0 - 19.8 21.9 20.5 19.7
0.0 T T T 1
FY17 FY18 FY19 FY20
Note: HDFCLIFE's figures are on a standalone basis
Source: Respective companies, HSIE Research
NPAR business: Expense as % of Net New Money Raised
% —4— HDFCLIFE —@—[PRU ——&— SBILIFE
SBILIFE’s NPAR
business saw surge in 70.0
expense as a percentage 60.0 -
of net new money raised 50.0 -
1 40.7
in FY18 as compm.ty 400 -
focussed on growing 30.0 29.2
protection business. ' 21.0 26.2
20.0 - 17.0
100 4 VL 19.6 19.0
’ 11.8
OO T T T 1
FY17 FY18 FY19 FY20
Note: HDFCLIFE's figures are on a standalone basis
Source: Respective companies, HSIE Research
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Expense ratios for Linked business: Expense as % of Net new money raised
HDFCLIFE’s linked
business remain % —o— HDFCLIFE —#—]IPRU «—a— MAXF SBILIFE
significantly high at 120.0 108.4
104.6% in FY20 compared 104.6
to peers. 100.0°7
80.0 -
60.0
40.0 - A 39.5
20.0 19:5
0.0 T T T 1
FY17 FY18 FY19 FY20

Note: HDFCLIFE's figures are on a standalone basis
For HDFCLIFE, Net new money raised is negative for FY18.
Source: Respective companies, HSIE Research

Commission paid as a percentage of the premium received (%)

® An analysis of commission paid to premium reveals that HDFCLIFE and IPRU
pay significantly higher first-year commissions. Commission rates drop on
renewal premium.

® The commission is also higher on PAR and NPAR policies. The company can pay
higher commissions as its products have longer durations vs. competition.

= For IPRU, commissions on NPAR business have increased substantially as the
firm builds out its limited pay retail protection business.

= SBILIFE continues to be the most conservative commission payer amongst the
competition.

Commission paid to the premium received (%) across companies
HDFCLIFE IPRU SBILIFE
FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20

(%)

FY premium

PAR 234 242 24.3 21.9 19.0 22.0 20.5 20.5 17.1 15.8 16.3 18.3
NPAR 10.9 10.6 11.7 18.1 224 26.6 29.4 28.8 8.4 57 10.3 11.9
Linked 15.8 17.4 14.7 14.8 53 12.4 14.6 13.3 6.0 6.4 6.1 6.2
Total 17.7 18.4 15.5 17.9 7.3 13.9 16.0 16.5 8.1 8.7 8.3 8.4

Renewal premium

PAR 215 24 3.0 3.0 3.7 37 3.8 3.8 3.9 43 42 42
NPAR 0.7 0.8 1.3 1.7 3.8 3.8 3.8 3.5 1.9 2.3 24 2.5
Linked 0.6 0.6 0.6 0.7 1.3 1.3 1.3 1.3 1.6 2.0 2.1 2.1
Total 1.3 1.3 1.5 1.6 2.0 1.9 1.9 1.8 2.5 2.7 2.7 2.7

Single premium

PAR 0.0 1.6 0.0 0.5 NM NM NM 0.2 1.7 2.0 2.0 2.1
NPAR 0.1 0.9 1.3 1.4 0.8 2.8 1.8 1.6 0.1 0.5 1.5 1.4
Linked 0.3 0.2 0.3 0.1 0.3 0.5 0.3 0.1 1.7 1.9 1.9 1.9
Total 0.1 0.8 1.2 1.3 0.6 1.9 14 1.1 0.3 0.8 1.5 1.4

Source: Respective companies, HSIE Research
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Commission paid to first-year premium (%)

% —— HDFCLIFE —@—IPRU ——a— SBILIFE
, .
HDI?CLIPE s comn.nssmn 200 - - 18.4 17.9
on first-year premiums has o —> 16.0
. v
been the highest, whereas 15.0 - 165
for SBILIFE, it has
consistently been the 10.0 - .
7.3 e 4
lowest. A 84
51 8.7
5.0
0.0 T T T 1
FY17 FY18 FY19 FY20
Source: Respective companies, HSIE Research
Commission paid to renewal premium (%)
% —— HDFCLIFE «—#@—]PRU «=—a— SBILIFE
SBILIFE’s commission 3.0 2.7 97
paid on renewal premium 25 . 2‘5__/“ el A 27
has consistently been 20 1.9 1.9
above HDFCLIFE and ' 20™ — —— —m 18
IPRU. 15 1 _— —* 16
13 ® v
Lo e 1.5
0.5 A
00 T T T 1
FY17 FY18 FY19 FY20
Source: Respective companies, HSIE Research
Commission paid to single premium (%)
% ~—4— HDFCLIFE —#—]IPRU &= SBILIFE
2.0 - 1.9
HDFCLIFE/SBILIFE’s 14
commission paid to single 15 1 —A
. . —® 1.3
remium (%) has increased
prems 0 1.0 - —
significantly from 0.1/0.3% 1.1
to 1.3/1.4% over FY17- 05 -
FY20. '
0.0 ' . . . .
FY17 FY18 FY19 FY20
Source: Respective companies, HSIE Research
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Surrenders / withdrawals to AUM (%)

= We looked at surrender/withdrawals as a percentage of AUM (i.e. opening
AUM + premiums + investment income) to evaluate trends is different
business lines.

= As the non-linked business has grown, even the early surrenders/withdrawals
have increased for this business. Surrenders are higher for companies whose
Non-linked businesses have grown faster.

=  Surprisingly, looking at surrender/AUM (%) of linked business reveals that IPRU
has significantly lower surrenders/withdrawals than HDFCLIFE and SBI LIFE.
Surrender/AUM (%) for IPRU has been in the close range of 0.8-1.4% over FY17-
FY20, whereas HDFCLIFE and SBILIFE show high surrenders/withdrawals in the
range of 2.0-5.9% and 4.3-5.9% respectively over FY17-FY20.

= A slowdown in new business premium growth accompanied by weak equity
market returns resulted in surrenders picking up for linked business.
Consequently, the linked business of HDFCLIFE and IPRU saw an increase in
this ratio in FY20.

= SBILIFE: Overall, for the non-linked business, surrenders/withdrawals have
increased, while for the linked life and pension business, the ratios have been
stable barring FY20.

= HDFCLIFE: Non-linked surrenders have increased over FY17-20. Surrenders are
also possibly lower than those of SBILIFE as the company has a higher share of
group credit protect-related business in the mix. Surrenders have dramatically
increased for the linked business in FY20, possibly due to the base impact (lower
investment income pulled down the AUM).

= JPRU: Surrenders have increased for the NPAR and the PAR businesses,
although being relatively small compared to peers. The linked business has seen
increased surrenders, given difficult equity market conditions and lower AUM as
the same was dragged down by lower investment income.

Surrender / withdrawal to opening AUM + premium + investment income (%)

HDFCLIFE IPRU SBILIFE
Surrender / withdrawal to AUM (%)
FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20
Non-Linked 2.0 2.0 2.4 3.2 0.8 0.9 1.2 14 4.3 5.5 5.7 5.9
Linked 10.6 12.4 9.6 12.7 10.9 10.5 8.0 12.2 9.0 7.5 52 45
Total 7.5 8.1 6.2 7.5 20.0 19.5 14.6 25.1 6.7 6.5 5.5 5.2

Source: Respective companies, HSIE Research

Non-linked business: Surrender/withdrawal to AUM (%)

SBILIFE witnessed highest % —+—HDFCLIFE —#—IPRU —&— SBILIFE
surrender to AUM (%) for

non-linked business. 7.0 1

6.0 - - —a 5.9

5.0 - ‘/5‘5—' 5.7

4.0 A 43

3.0 - 24— 3.2
2.0 2.0 . 4

2.0 - & " 1.4

D —

0.0 : 0.9 : : .
FY17 FY18 FY19 FY20

Note: AUM comprises of opening AUM + premium + investment income
Source: Respective companies, HSIE Research
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Linked business: Surrender/withdrawal to AUM (%)

% —o— HDFCLIFE —@—]PRU == SBILIFE
Surrender/withdrawals 14.0 12.4
. . 12.7
picked up for linked 12.0 10.9
business in FY20 as equity 100 4 106 = 9-6 122
’ 10.5
markets generated poor 8.0 -
returns.
6.0 -
4.0 —A 45
2.0
O-O T T T 1
FY17 FY18 FY19 FY20
Note: AUM comprises of opening AUM + premium + investment income
Source: Respective companies, HSIE Research
IPRU continues to have . .
o . Consolidated: Surrender/withdrawal to AUM (%)
significantly high
surrender/withdrawal to % ——HDFCLIFE —#—IPRU —a—SBILIFE
opening AUM + premium +
investment income (%) on 30.0 1
overall basis at 25.1% vs. 25.0 - 251
20.0 19.5
HDEFCLIFE and SBILIFE. 20.0 - —
14.6
15.0 -
10.0 - 7.5 8.1 6.2
— 2 —® 7.5
5.0 - o * —t— —a 50
' 6.5 5.5
00 T T T 1
FY17 FY18 FY19 FY20

Note: AUM comprises of opening AUM + premium + investment income
Source: Respective companies, HSIE Research

Reinsurance benefit received to premiums ceded

= Reinsurance benefits received to premium ceded have been more than 60% over
FY18-20 for all of the insurers.

= This is most likely the reason for the increase in reinsurance rates in the term-life
segment.

= Life insurers are receiving significant benefits from reinsurers- as indicated by the
benefits received to reinsurance premium ceded ratio.

® The ratio is higher for the non-linked business in comparison to the linked
business- most likely due to the term business. In IPRU’s case, reinsurers have
been losing money over the past three years.

= Reinsurers have worked on low margins and lost money on SBILIFE’s non-linked
business over FY17-19.

= Reinsurers have made losses on in PAR and NPAR lines of business for IPRU
over FY18-20.

® Lower margins for reinsurers have most likely prompted rate hikes.
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Reinsurance benefit received/premium ceded (%)

%) HDFCLIFE IPRU SBILIFE

FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20
Non-Linked 67.7 96.4 82.0 73.1 87.3 108.1 105.8 100.8 96.6 91.6 157.2 62.9
Linked 40.0 31.1 93.1 38.3 40.2 453 52.3 56.7 80.1 11.0 61.7 42.6
Total 64.7 90.2 82.7 71.7 68.8 88.7 93.5 94.3 95.9 86.4 149.8 61.5

Note: HDFCLIFE's figures are on a standalone basis and excludes HDFC Pension management co. and HDFC International Life and Re.
The benefit received represents claims received on death.
Source: Company, HSIE Research

IPRU: Reinsurance benefit received/ premium ceded (%)

(%) FY17 FY18 FY19 FY20
Non-Linked 87.3 108.1 105.8 100.8
-PAR 68.2 130.7 110.4 57.1
-NPAR 87.5 107.8 105.8 101.1
Linked 40.2 45.3 52.3 56.7
-Life 68.0 74.7 87.3 102.0
Total 68.8 88.7 93.5 94.3

Note: Benefit received represents claims received on death.
Source: Company, HSIE Research

Provisioning on Investments

® Investment provisions on equity for HDFCLIFE/SBILIFE were Rs 6,183/786mn,
and about 14.8/10.2% of this were on shareholder’s funds.

= HDFCLIFE provided 100% for investment in Yes Bank’s AT1 bonds (Rs 1.1bn)
and 25% of investment in Yes Bank’s NCDs.

®  SBILIFE provided for 100% exposure in DHFL’s NCDs.

HDFCLIFE
= The company recognized provisions for diminution of equity investments to the
tune of Rs 6.2bn in FY20 vs. Rs 832mn in FY19.

= In FY20, the company’s investment in Yes Bank’s AT1 bonds has been wholly
provided for (including interest accrued) to the tune of Rs 1.1bn, in line with
provisions of RBI's Basel III Capital Regulations 2015. Provision has been charged
to shareholder’s account with adjustment to shareholder’s investment.

® Additionally, in FY20, provision was made (25% of FV) for investments in Yes
Bank’s NCDs both for policyholder’s and shareholder’s investments.
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HDFCLIFE: Provisions on investments

FY19 FY20
Rs mn/%
Rs mn Rs mn

Provision on equity investments
- Policyholder's account 731 5,270
-Shareholder's account 101 913
Total 832 6,183
As a % of equity investments
- Policyholder's account 0.2 1.5
-Shareholder's account 0.9 5.6
Provision on Yes Bank’s AT1 bonds
- Policyholder's account NIL NIL
-Shareholder's account NIL 1,056

Total NIL 1,056
As a % of fixed income investments
- Policyholder's account NA NA
-Shareholder's account NA 2.5
Provision on Yes Bank’s NCDs
- Policyholder's account NIL 38
-Shareholder's account NIL 13

Total NIL 50
As a % of fixed income investments
- Policyholder's account NA Neg.
-Shareholder's account NA Neg.
Source: Company, HSIE Research
SBILIFE:

® The company recognized provisions for diminution of equity investments to the
tune of Rs 786mn in FY20 vs. Rs1.1bn in FY19.

= SBI LIFE’s ULIP portfolio had exposure in stressed assets (NCD’s) of DHFL.
Provision was provided for 100% exposure, including interest accrued during
FY20. Full provision has been charged to policyholder’s account.

SBILIFE: Provisions on investments

Rs mn/ % FY19 FY20

Rs mn Rs mn
Provisions on equity investments
- Policyholder's account 960.8 705.2
-Shareholder's account 159.3 80.2
Total 1,120.0 785.4
As a % of equity investments
- Policyholder's account 0.3 0.2
-Shareholder's account 1.1 0.6
Provisions on standard assets
- Policyholder's account -0.8 6.6
-Shareholder's account NIL NIL
Total (0.8) 6.6
As a % of fixed income investments
- Policyholder's account Neg. Neg.
-Shareholder's account NA NA
Provisions on DHFL’s NCDs
- Policyholder's account NIL 525.8
-Shareholder's account NIL NIL
Total NIL 525.8
As a % of fixed income investments
- Policyholder's account NA Neg.
-Shareholder's account NA NA
Source: Company, HSIE Research
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Key related party transactions

= HDFCLIFE/SBILIFE have paid ~8.7/1.9% in FY20 (9.3/2.1% in FY19) of their PBT
as royalty to their respective parents.

= Additionally, HDFCLIFE has incurred advertising and branding expenses at
branch/ATM locations of HDFC Bank, paying the latter Rs 6.3bn, i.e. ~14.9% of
operating expenses ex. commissions in FY20.

®= Commission paid by HDFCLIFE/IPRU to HDFC Bank/ICICI Bank as a
percentage of total commission expense for FY20 was 56.3/53.2%, whereas for
SBILIFE the same was ~58.5%.

HDEFCLIFE: Key related party transactions

Rs mn / (%) FY19 FY20
HDFC Bank
Advertisement charges paid for display of products at branches and ATMs for

] 4,943 6,342
fixed charges
As a % of operating expenses 13.0 14.9
As a % of operating + comm. expenses 10.0 11.0
Commission expense 6,908 8,399
As a % of total commission expenses 61.8 56.3
As a % of operating + comm. expenses 14.0 14.6
Total 11,851 14,742
As a % of operating + comm. expenses 24.0 25.6
HDEFC Securities
Commission expense 144 184
As a % of total commission expenses 13 12
As a % of operating + comm. expenses 0.3 0.3
Web and branch branding 78 191
As a % of operating expenses 0.2 04
As a % of operating + comm. expenses 0.2 0.3
Total 223 375
As a % of operating + comm. expenses 0.5 0.7
HDFC
Name usage charges 1,179 1,297
As a % of operating expenses 3.1 3.0
As a % of operating + comm. expenses 24 23
Note: Operating expenses exclude commission expenses
Source: Company, HSIE Research
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SBILIFE: Key related party transaction

Rs mn/(%) FY19 FY20
SBI

Commission expense 7,982 9,501
As a % of total commission expenses 59.3 58.5
As a % of operating + comm. expenses 29.8 30.7
Royalty charges 284 265
As a % of operating expenses 5.2 3.9
As a % of operating + comm. expenses 1.1 1.0
Total 8,266 9,766
As a % of total operating expenses 30.9 36.5

Note: Operating expenses exclude commission expenses
Source: Company, HSIE Research

IPRU: Key related party transactions

Rs mn/(%) FY19 FY20
ICICI Bank

Commission expense 9,760 8,438
As a % of total commission expenses 62.9 53.2
As a % of operating + comm. expenses 23.5 19.0

Note: Operating expenses exclude commission expenses
Source: Company, HSIE Research
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Reserving

® Reserving for SBILIFE continues to grow at a high clip (13.9% FY20) vs.
HDFCLIFE/IPRU at 1.9/-3.9%.

® Reserving growth for FY20 has outpaced APE growth for SBILIFE and IPRU,
while not having kept pace for HDFCLIFE.

HDFCLIFE IPRU SBILIFE
Rs bn FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20 FY17 FY18 FY19 FY20
Reserving 913 1,058 1,249 1,272 1,216 1,381 1,593 1,530 991 1,180 1,429 1,627
Reserving YoY (%) 23.3 15.9 18.0 1.9 18.9 13.5 15.3 -3.9 22.9 19.0 21.1 13.9
APE 41 55 63 74 66 78 78 74 66 85 97 107
APE YoY (%) 13.0 35.1 13.5 18.4 29.7 17.6 0.1 54 35.4 29.3 13.5 10.8

Source: Respective companies, HSIE Research

HDFCLIFE's reserving trend

W Shareholder's funds Policyholder's funds  m Funds for future appropriations

1,400 - Rsbn 1249 1272
—5-F%—
1,200 - 1058 —0:9%—
1,000 - 913 —0:9%—
—6-9%—
800 -
- 94.6% 94.0%
600 o 94.6%
400 - 2R
200 -
4.2% 4.5% 4.5% 5.3%
0 I I I
FY17 FY18 FY19 FY20

Source: Company, HSIE Research

IPRU’s reserving trend

M Shareholder's funds ™ Policyholder's funds W Funds for future appropriations

1 - Rsbn
%0 1,593 1,530
1,600 - —0-6%— ,
1,381 : — 8%
1,400 - 1216 e
1,200 - S0
1,000 -
800 - 95.0% 39
94.6% Sl
600 - 94.5%
400 -
200 1 5.0% 4.8% 4.3% 4.9%
0 - . I .
FY17 FY18 FY19 FY20

Source: Company, HSIE Research
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SBILIFE's reserving trend

W Funds for future appropriations Policyholder's funds M Shareholder's funds

1,800 - Rsbn 627
1,600 - 1,429 — O
. —02%—
1,400 1,180
1,200 - 991 — 29—
1,000 0:0%
i 94.1%
800 94.6% ’
600 - 94.4%
94.5% °
400 -
200 1 5.5% 5.4% 5.2% 5.5%
0 — — . I .
FY17 FY18 FY19 FY20

Source: Company, HSIE Research

Segment assets (%)

® Equity component in funds is highest for IPRU at 40.3%. This is driven by both
linked and shareholders” funds where exposure is 53.5/22.9% respectively.

® IPRU holds the highest percentage of equity investments in non-linked funds at
14.7%, followed by SBILIFE at 10.7% and then HDFCLIFE at 6.8%.

=  SBILIFE has lowest exposure to equity assets a 22.5%.

Asset composition (%)

HDFCLIFE IPRU SBILIFE

(%) FY20 FY20 FY20

Linked li:?en(; Shargil:: Total| Linked lixl:ll?:c{ Shar;ll:: Total| Linked Ii:ll?:(; Shar‘:::: Total
AUM (Rs bn) 556 658 59 1,273 982 456 74 1,513 789 731 68 1,588
Equity shares 55.8 6.8 27.9 29.2 53.5 14.7 22.9 40.3 33.8 10.7 19.6 22.5
Govt. securities 19.4 56.3 44.8 39.6 11.1 58.7 29.3 26.3 35.6 54.4 44.1 44.6
Debentures & bonds 20.1 31.3 24.5 26.1 19.0 20.4 29.0 19.9 17.7 27.1 29.8 22.5
X:;Zn?j;kd 30 46 0.5 3.7 158 21 14 111 103 49 6.5 7.6
Fixed deposits 0.0 0.6 24 04 0.2 0.9 5.4 0.7 0.3 1.6 0.0 0.9
Investment property 0.0 0.0 0.0 0.0 0.0 0.2 5.1 0.3 0.0 0.0 0.0 0.0
Loan against policies 0.0 0.0 0.0 0.0 0.0 1.0 0.0 0.3 0.0 0.0 0.0 0.0
Other investments 1.7 0.4 0.0 0.9 0.4 2.0 3.9 1.1 2.5 1.3 0.0 1.8
Total 100 100 100 100 100 100 100 100 100 100 100 100

Source: Respective companies, HSIE Research
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HDFCLIFE IPRU SBILIFE

Rsbn FY19 FY20 FY19 FY20 FY19 FY20

PAR NPAR Linked Totalf PAR NPAR Linked Totalf PAR NPAR Linked Totalf] PAR NPAR Linked Total PAR NPAR Linked Totalf PAR NPAR Linked Total
Gross premium 583 1203 1132 2919 604 1547 1119 3271 349 472 2272 3093 40.2 60.6 2335 3343 72.0 68.6 1893 3299 744 96.6 2353 4063
Re-ins. ceded 0.0 -24 -0.2 -2.6 0.0 -4.6 -0.2 -4.8 0.0 -2.7 -0.8 -3.5 0.0 -4.7 -0.8 -5.5 0.0 -0.9 -0.1 -1.0 0.0 -29 -0.2 -3.1
Net premium 583 1179 1131  289.2 604 150.1 111.7 322.2 349 445 2264 3058 40.2 55.9 2327 3288 72.0 67.7 189.2  328.9 744 93.7 2351 403.2
Income from investments 20.6 16.7 53.0 90.3 20.8 277 -816  -33.1 11.6 17.1 734  102.1 13.1 215 -159.8 -125.2 20.7 315 59.9 1121 25.6 362 -318 30.0
Other income 0.7 0.1 1.0 1.8 14 0.2 0.8 2.4 0.1 0.1 0.5 0.8 0.2 0.2 0.4 0.8 0.3 0.0 0.4 0.6 0.2 0.0 0.2 0.5
Contribution from shareholders account 0.1 2.3 0.7 3.1 0.0 1.0 0.0 1.0 0.0 5.0 0.3 5.3 0.0 15.0 0.0 15.0 0.0 1.0 0.0 1.0 0.0 4.8 0.0 4.8
Total income (A) 79.6 1370 1678 384.4 826 179.1 31.0 2926 46.6 66.8 300.6 414.0 53.5 92.6 734 2194 93.0 1002 2494 4426 100.2 1347 2035 4384
Commission 3.7 3.1 45 11.3 4.1 7.8 3.0 14.9 2.4 2.3 11.1 15.8 3.1 4.0 8.7 15.9 5.1 1.7 6.6 13.5 49 3.1 8.3 16.2
Operating expenses 10.5 14.7 13.7 38.9 14.8 243 9.3 48.3 29 9.5 13.6 26.1 4.1 159 10.6 30.6 6.2 41 12.0 222 5.0 7.0 134 254
GST on linked charges 0.0 0.0 3.4 3.4 0.0 0.0 3.5 3.5 0.0 0.0 6.4 6.4 0.0 0.0 6.5 6.5 0.1 0.0 4.4 4.5 0.1 0.0 5.4 5.5
Benefits paid & interim bonus paid 8225 245 829 1399 484 415 1003 1902 9.0 6.0 1275 1426 10.5 102 1731  193.8 21.7 53 799 1529 28.4 58.6 755 1625
Change in valuation of policy liab. 28.5 84.7 61.8 1751 147 1011 914 24.4 29.0 473 1338 210.0 31.8 573 -139.6  -50.6 55.7 36.6 1436 2359 535 57.8 948  206.0
Total outgo (B) 752 127.0 1664 368.6 819 1748 24.7 2814 43.4 65.2 2923  400.8 49.5 874 59.3 196.2 88.9 93.7 2465 429.1 91.8 1264 1975 4157
Surplus before tax (A-B) 44 10.0 1.4 15.8 0.6 43 6.3 11.2 3.3 1.6 8.3 132 4.0 5.2 14.1 232 4.1 6.5 3.0 13.6 8.4 8.4 6.0 227
Tax 15 1.4 -0.6 2.3 1.0 0.5 0.0 1.5 1.1 0.0 0.0 1.1 1.3 0.0 0.0 1.3 1.9 0.8 0.0 2.7 2.5 1.0 0.2 3.8
Surplus after tax 2.9 8.6 1.9 13.5 -0.4 3.8 6.2 9.7 2.2 1.6 8.3 12.0 2.6 5.2 14.1 219 2.2 5.7 3.0 10.9 5.8 7.3 5.8 18.9
Transfer to shareholders' account 15 8.6 1.9 12.1 1.8 3.8 6.2 119 0.6 2.3 7.9 10.8 0.7 5.2 14.1 19.9 1.3 57 3.0 10.0 15 7.3 5.8 14.6
Funds for future app. 14 0.0 0.0 14 -2.2 0.0 0.0 -2.2 1.6 0.0 0.0 1.6 2.0 0.0 0.0 2.0 2.8 0.0 0.0 2.8 43 0.0 0.0 43
Net transfer to shareholders' account 1.4 6.3 1.2 9.0 1.8 2.8 6.2 10.9 0.6 -2.7 7.6 5.5 0.7 -9.8 14.1 4.9 1.3 4.7 3.0 9.0 1.5 2.6 5.8 9.9

Note: Note: HDFCLIFE's figures are on a standalone basis and excludes HDFC Pension management co. and HDFC International Life and Re.
Source: Respective companies, HSIE Research
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Life Insurance Comps
Unit IPRU MAXF SBILIFE HDFCLIFE
Rating REDUCE ADD BUY Not Rated
Current market Rs 420 612 825 575
prlce
e
‘ Target price Rs 445 645 975 620%
Upside/(Downside) [ % 59 5.3 18.2 7.9
Profitability FY20 FY21E FY22E FY23E| FY20P FY21E FY22E FY23E| FY20 FY21E FY22E FY23E| FY20 FY21E FY22E FY23E
| VNB Margin % | 217 224 236 240| 216 213 219 227| 207 210 216 220 259 257 264 271
Total RoEV % 84 127 144 144| 167 142 173 17.3| 168 134 151 154| 127 161 173 174
Operating ROEV | % 152 127 144 144| 203 142 173 173 200 134 151 154| 182 161 173 174
ggg\'/of’eratmg % 68 00 00 00l 35 00 00 00 -32 00 00 00/ 55 00 00 00
RoE % | 155 175 168 169 195 196 200 192| 174 201 216 228 235 280 310 323
Valuation at CMP FY20 FY21E FY22E FY23E| FY20P FY21E FY22E FY23E| FY20 FY21E FY22E FY23E| FY20 FY21E FY22E FY23E
|P/EV x 26 23 21 18] 23 26 23 20| 30 26 23 20| 56 49 42 37|
P/EVOP x 183 206 162 143| 141 213 153 133| 174 223 174 150| 348 347 283 244
| Implied P/VNB x 241 277 213 164| 195 237 196 149 265 280 223 174| 507 527 430 351]
Implied P/VIF x 80 68 60 53 98 81 73 66| 93 76 63 53| 165 138 113 9.1
P/B x 541 421 380 334| 536 473 419 378 580 415 319 253 778 537 401 313
P/E x 06 03 03 03 03 04 04 04 05 04 04 03] 19 08 06 05
P/AUM x 26 23 21 18 23 26 23 20| 30 26 23 20| 56 49 42 37
Valuation at TP FY20 FY21E FY22E FY23E| FY20P FY21E FY22E FY23E| FY20 FY21E FY22E FY23E| FY20 FY21E FY22E FY23E
|P/EV x 28 25 22 19| 24 28 24 21| 35 31 27 24| 60 53 46 39|
P/EVOP x 194 218 172 151| 149 224 161 140| 206 264 206 17.7| 376 374 306 263
| Implied P/VNB x 263 304 235 183 212 256 212  163| 333 357 289 230 554 577 472  388]
Implied P/VIF x 85 72 63 57| 103 86 77 69| 110 90 75 63| 178 149 122 99
P/B x 573 446 403  354| 565 498 441 399| 686 491 378 299 839 580 432 337
P/E X 06 04 03 03 03 02 02 02/ 06 05 04 04 21 08 07 06
P/AUM x 28 25 22 19| 24 28 24 21| 35 31 27 24| 60 53 46 39
Unit IPRU MAXF SBILIFE HDFCLIFE
Per Share data FY20 FY21E FY22E FY23E| FY20P FY21E FY22E FY23E| FY20 FY21E FY22E FY23E| FY20 FY21E FY22E FY23E
EV Rs 160 180 204  230| 270 232 266 305 276 313 357  404| 102 117 135 156
EVOP Rs 23 20 26 29 49 29 40 46 47 37 47 55 16 17 20 24
VNB Rs 1 9 11 13 24 17 19 23 2 20 23 27 10 9 1 12
VIF Rs 106 114 125 138 184 155 175 198 175 193 217 244 67 76 86 99
Book Value Rs 52 62 70 79 62 75 84 93 89 109 131 155 35 41 51 63
Earnings Rs 8 10 11 13 11 13 15 16 14 20 26 33 7 11 14 18
AUM Rs 728 1,237 1423 1618| 1,854 1,733 1,990 2278| 1,588 1,869 2,185 2542 298 749 887 1,048
ANW Rs 55 66 79 92 90 107 127 150 110 129 149 168 36 41 49 58

Source: Company financials and disclosures, HSIE Research
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Unit IPRU MAXF SBILIFE HDFCLIFE
Key parameters FY20 FY21E FY22E FY23E| FY20P FY21E FY22E FY23E| FY20 FY21E FY22E FY23E| FY20 FY21E FY22E FY23E
APE Rsbn| 73.8 60.0 68.6 78.6 415 39.8 43.6 50.4| 107.4 933 106.2 1222 71.6 70.2 81.1 92.8
VNB Rsbn| 16.1 13.4 16.2 18.9 9.0 8.5 9.6 11.4 222 19.6 229 26.9 19.2 18.0 21.4 25.1
Total EVOP Rsbn| 181 29.3 37.2 422 18.1 14.2 19.7 22.6 47.4 36.9 47.3 54.9 23.2 33.3 40.8 47.5

Operating EVOP Rsbn| 329 29.3 37.2 422 18.1 14.2 19.7 22.6 47.4 36.9 47.3 54.9 33.2 33.3 40.8 47.5

Non-operating 1oy 1148y 00 00 00| 32 00 00 00| 76 00 00 00| 100) 00 00 00

EVOP

EV Rsbn| 230 259 293 330 100 114 131 150 276 313 357 404 207 236 273 316
Net worth Rs bn 75 88 101 113 31 37 41 46 89 109 131 155 70 84 102 127
Net Profit Rsbn| 11.1 14.3 15.9 18.0 5.6 6.4 7.2 7.9 14.2 19.9 25.8 32.6 14.9 21.5 28.9 37.0
AUM Rsbn| 1,045 1,775 2,042 2,323 685 851 978 1,119 1,588 1,869 2,186 2,542 601 1,511 1,790 2,115
Growth YOY FY20 FY21E FY22E FY23E| FY20P FY21E FY22E FY23E| FY20 FY21E FY22E FY23E| FY20 FY21E FY22E FY23E
APE % (5.4) (18.7) 14.4 14.5 50 (42 9.7 15.6 10.8  (13.1) 13.8 15.1 184  (2.0) 15.6 14.3
VNB % 209 (16.3) 20.5 16.5 48  (5.6) 12.8 19.8 15.6 (11.7) 17.1 17.2 247  (6.1) 18.7 17.4
Total EVOP % | (50.7) 61.7 26.9 13.5 8.0 (21.9) 39.0 15.1 335 (22.1) 28.2 16.1| (32.2) 43.6 22.4 16.3

Operating EVOP % | (13.4) (10.8) 26.9 133 8.0 (21.9) 39.0 15.1 335 (22.1) 28.2 16.1 8.5 0.4 22.4 16.3

Non- operating % | NM NM NM NM| NM NM NM NM| NM NM NM NM| NM NM NM NM

EVOP

EV % 6.5 12.4 13.2 12.6 11.2 14.2 14.6 14.8 16.8 13.4 13.9 13.1 12.9 14.3 15.6 15.7
Net worth % 9.7 17.4 13.8 12.1 11.0 20.7 11.3 11.3 19.1 22.4 20.2 18.7 24.0 19.5 22.3 23.6
Net Profit % (2.9) 28.5 10.8 13.7 1.2 13.4 13.0 10.6 7.2 39.7 29.9 26.1 16.7 447 34.1 28.2
AUM % | (34.9) 69.9 15.0 13.7 9.0 244 14.8 14.5 14.0 17.7 16.9 16.3| (52.2) 151.6 18.4 18.2

*Fair Value

IPRU MAXF SBILIFE HDFCLIFE
. 1 1 1 1
APE mix FY18 FY19 FY20 FY 2? FY18 FY19 FY20 FY 2Q1 FY18 FY19 FY20 FY ZQI FY18 FY19 FY20 FY 2?
Individual Rs bn 75.8 74.4 67.9 7.0 32.2 39.2 41.2 6.6 77.9 90.8 99.0 10.2 48.9 52.0 614 10.7
Group Rs bn 2.1 3.7 5.9 1.2 0.3 0.3 0.3 0.0 7.5 6.1 8.5 25 6.3 10.6 12.7 1.3
APE (Rs bn) Rs bn 77.9 78.0 73.8 8.2 32.5 39.5 41.5 6.6 85.4 96.9 107.5 12.7 55.2 62.6 741 120
YoY Growth % 18 0 (5) (44) 22 22 5 4) 29 13 11 (32) 85 13 18 (30)
CAGR 3 years % 15 4 NA 22 15 NA 26 18 NM 20 22 NM
CAGR 5 years % 19 10 NA 31 28 NA 25 25 NM 20 18 NM

Business mix-

product wise FY17 FY18 FY19 FY20| FY17 FY18 FY19 FY20| FY17 FY18 FY19 FY20| FY17 FY18 FY19 FY20

Total APE Total APE Total APE Total APE
Individual % 97.3 95.3 92.0 85.1 96.0 96.0 95.0 89.0 92.5 93.7 92.1 80.3 88.4 83.1 829 89.6
PAR % 10.9 8.6 12.7 " 43.0 39.5 30.5 22.0 24.4 18.7 10.9 87| 248 15.0 15.7 266
Non-PAR % 0.5 0.9 42 ’ 8.0 9.0 18.0 18.0 0.8 0.4 6.9 18.1 8.0 16.6 373 293
ULIP % 81.9 79.6 64.7 43.6 41.0 415 38.5 35.0 66.5 70.8 69.6 48.0 51.3 45.7 232 239
Protection % 4.0 6.2 10.4 17.0 4.0 6.0 8.0 14.0 0.7 3.8 47 55 44 5.8 6.6 9.8
Group % 2.7 4.7 8.0 14.9 4.0 4.0 5.0 11.0 7.5 6.3 7.9 19.7 11.6 16.9 171 104
Savings % 1.0 1.6 3.3 6.0 NA NA NA NA 2.8 3.3 3.7 12.6 4.7 6.0 6.6 7.2
Protection % 1.7 3.1 47 9.0 4.0 4.0 5.0 11.0 47 3.0 42 7.1 6.9 10.9 10.6 3.2
Total % 100.0 100.0 100.0 100.0( 100.0 100.0 100.0 100.0({ 100.0 100.0 100.0 100.0( 100.0 100.0 100.0 100.0
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IPRU MAXF SBILIFE HDFCLIFE
%‘::r’:l’ll)m”‘ FY17 FYI18 FY19 FY20| FY17 FY18 FY19 FY20| FY17 FY18 FY19 FY20| FY17 FY18 FY19 FY20
Total APE Individual APE New Business Premium Individual APE
Bancassurance % 52.3 56 51 40| 720 696 680 620 620 640 600 410 705 640 550 59.0
Agency % 25.4 2 21 25| 270 298 310 370| 250 210 200 140| 110 130 140 120
Direct % 135 12 13 12 : : : : - : . S| 135 190 220 240
Brokers and others | % 8.8 11 15 24| 10 10 10 10| 130 150 200 450| 50 40 90 50
Total % 100 100 100 100/ 100 100 100 100/ 100 100 100 100 100 100 100 100
E:;;l::‘anne} ICICIB and SCB (AXIS, YES, LVB) SBI, P&SB, SIB, SYB, ALB | HDFCB, RBL, IDFCB, BFL
1Q 1Q 1Q 1Q
AUM FY18 FY19 Fy20 v FYI8 FY19 FY20 - FY18 FY19 FY20 _*| FYI8 FY9 FY20 _ *
AUM Rsbn| 1395 1,604 1530 1700| 522 628 685  732| 1,163 1410 1604 1,754| 1,066 1,256 1,272 1,400
Equity % 470 480 400 430 220 220 170 208| 230 230 210 240| 390 380 290 320
Debt % 530 520 600 570 780 780 830 792| 770 770 790 760| 610 620 710 680
Linked % 713 705 650 713| 330 320 280 288| 485 499 497 500 571 533 458 NA
Non-linked % 287 295 35 287 670 680 720 712| 515 501 503 500| 429 467 542 NA
. 10 1Q 1Q 1Q
Solvency ratio FYI8 FY19 FY20 - FY18 FY19 FY20 _ | FY18 FY19 Fy20 _*| FYI8 FY19 FY20 .~
Solvency % 252 215 194 205 275 242 207  212| 206 213 195 239 192 188 184 190
1Q 1Q 1Q 1Q
Market Share FY18 FY19 Fy20 > FYI8 FY19 FY20 - FY18 FY19 Fy20 _*| FYI8 FYl9 FY20 _ *
Individual NBP
Private Market % 208 173 157 120/ 99 101 102 113| 208 205 224 17.6| 147 162 170 207
Share
Individual APE
Private Market % 209 176 158 11.3| 90 96 97 107 218 223 232 180| 133 125 142 185
Share
. 10 1Q 1Q 1Q
VNB Margin FYI8 FY19 FY20 - FY18 FY19 FY20 _ o FY18 FY19 Fy20 _*| FYI8 FY19 FY20 .~
Margin % 165 170 217 244 202 217 216 171| 184 198 207 201| 232 246 259 257
. 1Q 1Q 1Q 1Q
Persistency FYI§ FY19 FY20 | FYI8 FY19 FY20 | FYI8 FY19 FY20 _ | FYI§ FY19 FY20 _ <
13th month % 878 874 853  s84l1| 800 830 830 80| 830 851 843 816 870 872 901 904
25th month % 788 780 774  763| 720 710 710 680 752 767 772  760| 770 804 802 805
37th month % 689 713 690 678 620 640 630 610| 700 714 701 689 71.0 720 738 741
49th month % 636 652 664 662 570 580 590 570/ 639 664 646 638 620 677 672 675
61st month % 548 576 574  582| 530 530 520 520 584 572 594 631 510 523 550 553
Source: Company financials and disclosures, HSIE Research
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Rating Criteria

>+15% return potential

BUY:

+5% to +15% return potential

REDUCE: -10% to +5% return potential

ADD:

>10% Downside return potential
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