Result Update

Rating matrix

Rating Buy
Target < 4900
Target Period 12 months
Potential Upside 13%

What's Changed?

04FY17 Q4FY16 YoY (%) Q3FY17 QoQ(%)
2444 1904 283 2224 9.9

% Crore
Income from oper.

Total expenditure 1490 1156 288 1326 12.3
PBT 954 748 21.6 898 6.3
Tax + Minority 517 401 29.0 457 13.2
PAT 437 347 25.9 441 0.9

Quarterly Performance

3 Crore Q4FY17 Q4FY16 YoY (%) Q3FY17 QoQ(%)

Income from oper. 2444 1904 28.3 2224 9.9
Total expenditure 1490 1156 28.8 1326 12.3
PBT 954 748 21.6 898 6.3
Tax + Minority 517 401 29.0 457 13.2
PAT 437 347 25.9 441 -0.9

Key Financials

% Crore FY16E FY17E FY18E FY19E
Revenue 20,683.1 24522.2  28,931.8  34,940.4
PBT 3,837.1 4,890.6 6,247.9 1,870.5
Net Profit 1,869.9 2,262.8 3,202.1 3,984.0
EPS ) 117.5 142.2 201.2 250.4

I

aluation summary

FY16E FY17E FY18E FY19E
P/E 36.7 304 21.4 17.2
Target P/E 41.7 34.5 24.3 19.5
P/ABV 5.4 4.6 3.8 3.1
Target P/ABV 6.1 5.2 4.3 35
RoE 15.7 16.2 19.3 19.8
RoA 1.9 1.9 24 2.5

Particular Amount
Market Capitalization % 70193 crore
Net worth 14499 crore
52 week H/L (%) 4697/1725
Equity capital < 80 Crore
Face value %5
DIl Holding (%) 5.8
Fll Holding (%) 6.1
Price performance (%)
™ 3M 6M 12M
Bajaj Finserv Ltd 9.9 26.5 35.6 50.1
HDFC Ltd 9.1 39.3 83.9 108.8
Reliance Capital Ltd 1.3 9.1 42,5 61.6

esearch Analyst

Kajal Gandhi
kajal.gandhi@icicisecurities.com

Vishal Narnolia
vishal.narnolia@icicisecurities.com

Vasant Lohiya
vasant.lohiva@icicisecurities.com

(Hesearch
ICICI direc? com

It's Advice, Not Adventure

May 19, 2017

Bajaj Finserv (BAFINS) % 4290

Growth on all fronts to drive earnings...

e Consolidated PBT came in at % 1170.6 crore, lower than our estimate,
primarily led by lower-than-expected PBT in the insurance business

e Led by strong advances growth, the commercial finance business
continued to see traction with 48% YoY growth in topline at ¥ 1689
crore, providing a boost to the consolidated performance. PBT also
increased 42% YoY at ¥ 708.5 crore, above our estimate

e General insurance premium growth remained healthy at 31% YoY to
% 2260 crore, led by higher crop insurance. However, PAT declined
21% YoY at ¥ 165 crore, owing to lower profit from sale of
investments and inclusion of tax credit of ¥ 30 crore in Q4FY 16 PAT

e Life insurance premium de-grew 7% YoY, led by a slowdown in group
premium. Growth in individual new business premium remained
healthy at 23% YoY. PBT was at % 210.9 crore, a decline of 19% YoY

Strong brand name enhances sustainability, reliability

Bajaj Finserv, a financial conglomerate under the flagship brand of Bajaj
and leadership of Sanjeev Bajaj, withessed a sharp surge in earnings in all
three key business segments. In general insurance, it is the most profitable
and efficient player among competitors. Bajaj Finance, a niche consumer
durable lender, reported a 4x increase in loan book in FY11-15 while
earnings surged at 38% CAGR. BALIC enjoys a market share of ~6.8%. We
expect consolidated revenue and PAT to grow at a CAGR of 19.7% and
~32% to T 35140 crore and ¥ 4000 crore, respectively, over FY18-19E.

Niche in general insurance; superior return ratios compared to peers

It is a strong business model generating RoE in excess of 24%, reporting
underwriting profit on <100% combined ratio & extensive retail focus,
enabling a market share of ~6.7% in gross written premium (GWP).
Prudent underwriting with ~77% of net earned premium in retail segment
(motor, health insurance) stays a key rationale for sustained profit, net
worth growth. We expect the growth momentum to continue at a steady
rate and have factored NEP, PAT growth at 22.2%, 22.5% CAGR to T 8192
crore, ¥ 1161 crore, respectively in FY18-19E.

Higher share in consolidated P/L led by strong profitability in finance

A distinguished business model in consumer durables portfolio boosted
advances growing 36% YoY to ¥ 60194 crore in FY17 while asset quality
sustained despite weak economic environment. Margins sustained ~10%
due to higher IRR. PAT surged at 40% CAGR in FY11-17 with contribution
bulging to 42% from 25% earlier. We expect healthy PAT growth of 34%
CAGR to ¥ 3279 crore.

Life insurance business to improve gradually

Bajaj Allianz Life Insurance posted its first profit since FY10 of ¥ 542 crore &
is now earning PAT of ¥ 836 crore (FY17). Post regulatory overhang on Ulip
etc, fading now, business is expected to pick up gradually. FY18-19E NBP,
PAT may grow at 10.4%, 10.3% CAGR to ¥ 3766 crore, ¥ 961 crore.

Finance, Gl remain strong; LI to pick up; maintain target price, rating

We stay positive on the stock due to 1) sustained healthy performance of
Bajaj Finance 2) strong growth in general insurance business & 3) gradual
traction in individual new business premium. Therefore, we maintain our
target price at ¥ 4900/share, based on SOTP valuation, implying a multiple
of 19.5x on FY19E consolidated earnings. The stock is available at P/E
valuation of 17.2x FY19E earnings. Consequently, we maintain BUY.
Dividend from the insurance business can be an upside risk.
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Variance analysis

Q4FY17 Q4FY17E  Q4FY16  YoY (%) Q3FY17 QoQ (%) Comments
General insurance premium growth came in strong led by higher crop
General Insurance 22595 1,989.7 1,730.2 306 1,721.6 31.2  insurance
New business premium declined 6% YoY led by slowdown in group
Life Insurance 2247.8 2,709 2,418.6 -1.1 1,485 51.4  business
Net premium earned 22478 2,708.8  2,418.6 -1.1 1,484.7 51.4
Investment and other income 833.8 957 808 3.2 887 -6.0
Reinsurance Ceded 734.6 564 480 53.1 463 58.7
Reserve for unexpired risk 238.4 90 141 69.5 16 1,399.6
Total Insurance 4368.1  5,001.9 4,336.3 0.7 36144 20.9
Retail financing 2673.2 2,592 1,958 36.6 2,729 -2.0  Topline traction continued due to healthy growth in AUM at 36% YoY
Windmill 12.0 11.2 10.7 12.4 1.4 62.0
Investment and others 25.9 115 105 -75.3 28 -8.3
Total 7043.4 7,644 6,337 11.2 6,356 10.8
Interest and Finance Charges 960.2 664.6 789.5 21.6 961.1 -0.1
Other Exp 4912.7 5,685.6 4,520.3 8.7 14,0163 22.3
Total Expenses 58729 6,350.2 5,309.8 106  4,9715 18.0
Muted traction in life and general insurance business imapcted traction
PBT 1170.6  1,294.0 1,026.9 14.0 1,378.2 -15.1  inPBT
PAT 534.9 624.2 517.9 3.3 613.8 -12.8  Lower PBT and higher tax outgo led to muted PAT growth

Source: Company, ICICldirect.com Research

hange in estimates

FY18E FY19E
(% Crore) Old New % Change Old New % Change
Total Income 27,348.3  28,740.7 5.1 33,686.0 34,5013 24
PBT 5,886.8 6,058.5 29 7,323.0 7,448.0 1.7
PAT 3,179.1 3,134.4 -1.4 3,767.0 3,806.3 1.0
ABV () 954.4 805.4 -15.6 1,379.8 949.1 -31.2

Source: Company, ICICldirect.com Research

Current Earlier
FY17E FY18E FY19E FY18E FY19E
Commercial Finance growth (%) 33.3 31.5 30.5 32.0 31.7
Life Ins Premium growth (%) 4.9 8.4 1.1 3.0 6.2
General Ins GWP growth (%) 30.3 20.0 20.0 15.0 13.5

Source: Company, ICICldirect.com Research
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Company Analysis

Business interests...

Bajaj Finserv is a financial conglomerate engaged in life insurance, general
insurance, consumer finance and other financial products. Apart from
financial services, the company has an operational wind energy asset. The
portfolio of the company includes 74% in the two insurance companies
viz. Bajaj Allianz Life Insurance Company (BALIC) and Bajaj Allianz General
Insurance Company (BAGIC), 50% holding in Bajaj Allianz Financial
Distributors, 57.6% in Bajaj Finance and 100% holding in Bajaj Financial
Solutions.

Consolidated revenues grew at ~8.3% CAGR in FY10-17 from ¥ 13997
crore to T 24522 crore. Within the same, the contribution of insurance was
~57% while that of Bajaj Finance was 46% in FY17. Improving profitability
from the life insurance segment compared to loss in FY08 of ¥ 213 crore to
PBT of ¥ 1349 crore in FY12, led PBT to grow at 31.3% CAGR in FY10-15 to
% 3246 crore. With new IRDA guidelines, from FY13, the life insurance
segment deteriorated while the Bajaj Finance business picked up from
FY11 (10x rise in PBT from ¥ 38 crore to ¥ 310 crore) started contributing
higher proportion to PBT. General insurance also normalised from FY13.
Going ahead, we estimate consolidated revenues will grow at 19.7% CAGR
in FY18-19E to T 35140 crore. Owing to increasing profitability in the
finance segment and steady performance on general insurance, the
bottomline is seen growing at a faster pace at ~32.9% CAGR in FY18-19E
to ¥ 4000 crore.

Strong traction in commercial finance and general insurance boosted the
topline. The life insurance business is showing signs of a pick-up with
continued traction in the individual business. General insurance, remaining
at no underwriting profit/loss in previous quarter, has turned to positive
led by a decline in claims during the quarter.

Exhibit 1: Consolidated profit summary

Particulars Q4FY15 Q1FY16 Q2FY16 Q3FY16 Q4FY16 Q4FY17 Q1FY17 Q3FY17
General Insurance 1183 1465 1322 1500 1348 1730 1527 1527 1722 2260
Life Insurance 1442 2379 1082 1172 1225 2419 1004 1004 1485 2248
Total Insurance 3027 4134 2773 2966 2955 4336 2932 2932 3614 4368
Investments & others 49 100 59 103 54 105 40 40 28 26
Windmill 10 1 14 23 10 1 24 24 1 12
Retail financing 1486 1445 1656 1701 2070 1958 2304 2304 2729 2673
Less: Inter-segment revenue 12 1 15 63 20 13 34 34 24 36
Total revenue 4560 5675 4487 4730 5069 6337 5265 5265 6356 7043
Interest and Finance Charges 588 603 665 689 134 790 853 853 961 960
Other Exp 3224 3872 2897 3143 3381 4520 3269 3269 4016 4913
Total Expenses 3812 4474 3562 3832 4115 5310 4122 4122 4977 5873
PBT 748 1201 925 898 954 1027 1143 1143 1378 1M
PAT 347 707 467 441 437 518 538 538 614 535

Source: Company, ICICldirect.com Research

Healthy traction in finance book to continue in FY18-19E

Bajaj Finance is the highest profit making segment with PAT growing at
40% CAGR in FY11-17 to % 1837 crore in FY17. NIl CAGR has been 35% in
FY10-17 while in the past three years it has been maintained above 30% at
37% to T 5507 crore as on FY17. Margins, on an average, have been above
10% over the past three to five years. Strong traction on the advances
front of 36% CAGR in the past five years and three years has helped
maintain NIl traction.

Bajaj Finance is the highest profit making segment
with PAT growing at 40% CAGR in FY11-17 to
¥ 1837 crore

Strong growth in PAT was seen at 43% YoY in Q4FY17 to % 450 crore led
by strong NIl growth at 48% YoY to ¥ 1477 crore. Strong growth in AUM

ICICI Securities Ltd | Retail Equity Research Page 3
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was maintained at 36% YoY (vs. estimate of 34% YoY) to % 60194 crore led
by consumer finance segment.

Leadership position in under penetrated & growing segments like CD
financing, lifestyle product financing, two-wheeler financing, LAP, etc
(which account for ~50% of its portfolio) provide a robust growth
opportunity. Going ahead, we expect overall advances traction at 31%
CAGR in FY17-19E to ¥ 98206 crore driven by CF segment driven by CD
financing business. Enhanced competition and growing risks in the LAP
segment may keep traction in the SME segment a bit lower at 30% CAGR.
NIl is expected to grow at 31% CAGR in FY17-19E to ¥ 9498 crore. Over
FY17-19E, we expect PAT CAGR to moderate compared to the past but still
stay healthy at 34% CAGR to T 3279 crore by FY19E driven by a steady
operating performance, strong growth & margins and controlled asset
quality & credit cost.

Exhibit 2: Consumer finance & SME to remain major contributor
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Source: Company, ICICldirect.com Research

Exhibit 3: Strong AUM traction boost performance in Q4FY17

Q4FY15 Q1FY16 Q2FY16 Q3FY16 Q4FY16 Q1FY17 Q2FY17 Q3FY17
NIl 824 ral 895 897 1222 996 1283 1224 1523 1471
Total income 893 833 979 1006 1320 1138 1418 1410 1724 1689
Total expenses 392 375 453 a4 549 492 587 614 694 709
Provision 108 114 103 137 147 157 180 169 180 290
PBT 393 345 422 428 625 489 652 626 850 691
Loan outstanding 30822 32410 35557 37964 43452 44229 49608 52332 57605 60194

Source: Company, ICICIdirect.com Research

Life insurance business to stabilise in two or three years

Bajaj Allianz Life Insurance (BALIC), a 74:26 JV between Bajaj Finserv and
Allianz SE recorded its first profit since FY10 of ¥ 542 crore. The company
is now earning higher PAT of ¥ 836 crore, after touching peaks of ¥ 1311
crore. First year new business premium (NBP) growth has been under
Individual premium has witnessed higher growth in pressure from FY09 onwards due to a slowing economy while declining
Q4FY17 at ~22% YoY forming ~33.6% of NBP traction in Ulip from FY10 further impacted total premiums, to reach ¥ 5844
crore in FY14 from over % 10600 crore in FY09. Going ahead, we expect
the life insurance business to pick up gradually with share of individual
business improving post FY17-19E. Hence, we expect the premium to
grow at 9.7% CAGR to ¥ 7442 crore in FY18-19E.

Life insurance premium growth remained muted with de-growth at 7%
YoY to ¥ 2248 crore, lower than our estimate of ¥ 2709 crore. New
business premium growth remained strong QoQ, however, on YoY basis,

ICICI Securities Ltd | Retail Equity Research Page 4
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new business premium declined 6% YoY to ¥ 1146 crore. Growth in
individual new business premium remained healthy at 23% YoY, though
group business remain tepid at ¥ 740 crore in Q4FY17 vs. ¥ 857 crore in
Q4FY16. Consequently, PBT came in at ¥ 210.9 crore; decline of 19% YoY
and below our estimate of ¥ 298 crore.

We factor in an improvement in the scenario with NBP from growing at
10.4% CAGR to % 3766 crore and APE seen growing at 11.1% CAGR (on
lower base) to ¥ 2418 crore over FY18-19E.

Gross written premium (GWP) has de-grown at 20% CAGR from FY12-15
to T 6017 crore, on account of a decline in linked premium led by
surrenders. BALIC’s linked premium share in total premium declined from
highs of 94% in FYQ09 (¥ 9986 crore) to 29% (X 1746 crore) in FY15. On an
NBP basis, it declined from 99% to 19% in FY15. Regulatory changes in
September 2010 and a market correction led to an increase in surrenders
from ¥ 4464 crore in FY11 to ¥ 7250 crore in FY14. Accordingly, AUM fell
from ¥ 32880 crore in FY11 to ¥ 21287 crore in FY14. Going ahead, an
expected rise in AUM will assist interest income while lower surrenders
will boost persistency ratios. Therefore, after witnessing a decline in PAT
from FY13 to FY15 due to declining AUM, we expect PAT to remain in
positive territory ahead. However, in anticipation of gradual pick up in new
business and renewal premium ahead, we expect PAT growth to pick up
gradually continuing at ~10.3% CAGR in FY18-19E to T 961 crore.

Exhibit 4: Life insurance premium (NBP)
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Source: Company Quarterly Presentation, ICICIdirect.com Research

With an APE decline, new business achieved profit (NBAP) margins
moderated from 14.3% to 11% in FY13 but surged again to 18% in FY15
on a lower APE base (APE excludes group superannuation business) that
slid to 16.6% and 12.9% in FY16 and FY17, respectively (as expected). We
believe NBAP margins will stabilise around 13-14% in the next two years.

Exhibit 5: Life business growth to pick up gradually

Q3FY15 Q4FY15 Q1FY16 Q2FY16 Q3FY16 Q4FY16 Q1FY17 Q2FY17 Q3FY17

Total premium 1442 2379 1082 1172 1225 2419 1004 1447 1485 2248
New business premium 572 127 674 460 538 1213 580 182 182 1146
Renewal premium 870 1252 408 112 687 1206 424 665 1703 1102
Policyholder profits 76 71 142 151 49 88 75 54 30 69
Shareholder profits* 99 488 99 65 142 144 169 148 162 129
Total profits 175 559 241 216 191 232 244 202 192 198
Solvency ratio (%) 182 161 188 809 197 793 817 184 m 582

Source: Company, ICICIdirect.com Research

ICICI Securities Ltd | Retail Equity Research Page 5



Retail consists of ~70% of overall business while majority
comprises the motor business, which remains the core
strength of BAGIC

(Pesearch
ICICI direc? com

It's Advice, Not Adventure

General insurance growth to remain steady

Exhibit 6: General insurance business mix, share of retail segment remains at ~70%
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Source: Company Quarterly Presentation, ICICIdirect.com Research

BAGIC has consistently grown over the last decade with gross direct
premium (GWP) growing at 18.2% CAGR in FY05-14, surpassing industry
growth of 15.1% during the same period. In FY15, BAGIC had GWP of
% 5230 crore, growing at 14% YoY vs. 10.1% for industry and 9.7% for
private players. For FY16, growth has been at 11.3%, marginally behind
industry growth of 12.4%. However, in FY17, the topline regained growth
at 30% YoY. The primary focus of the company is on the retail segment
with motor and health insurance forming a major pie contributing ~70% of
overall business. Motor continues to form 46% of business mix.

With prudent underwriting practices and focus on preserving profitability,
BAGIC was able to report a steady improvement in combined ratio from
111% in FY11 to 96.7% in FY15, which led to underwriting profits of ¥ 83
crore in FY15. In FY16, the combined ratio witnessed an up-tick at 99.3%,
owing to higher claims related to floods in Chennai. The combined ratio
has improved at 96.8% in FY17. Also, provision due to third party motor
pool claims and exceptional provisioning for ‘Motor Decline Risk’ pool has
been fully taken in FY14. This had impacted FY12 and FY13 profitability
leading to losses (% 240 crore of transitional liability).

General insurance premium growth remained healthy at 31% YoY to
% 2260 crore, above our estimate, led by higher crop insurance. However,
PBT remained muted at -4% YoY to ¥ 247 crore, below our estimate of
¥ 318 crore, owing to lower profit from sale of investments. In addition,
inclusion of tax credit of ¥ 30 crore in Q4FY16 earnings led to 21% YoY
decline in Q4FY17 PAT at ¥ 165 crore. Combined ratio improved at 92.7%
in Q4FY17 vs. 94.3% in Q4FY16 and 99.6% in Q3FY16, which led to
underwriting profit at ¥ 35 crore for the quarter. Going ahead, we expect
the growth momentum to continue at a steady rate and have factored in
NEP, PAT growth at 22.2%, 22.5% CAGR to % 8192 crore, ¥ 1161 crore,
respectively in FY18-19E.

ICICI Securities Ltd | Retail Equity Research
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: Claim reduction leads to under

Q1FY16  Q2FY16 Q3FY16 Q4FY16 Q1FY17 Q2FY17 Q3FY17 Q4FY17

Gross Premium 1322 1500 1348 1730 1527 2179 1722 2260
Net Earned Premium 999 1061 1037 1126 1138 1240 1259 1300
Underwritting profit 28 -8 -116 30 -28 57 0 35
Investment income 186 213 211 227 218 290 295 212
PBT 214 205 95 257 190 347 295 247
PAT 147 141 68 208 132 234 197 165
Claim Ratio (%) 68 73 71 n 72 72 n 67
Combined Ratio (%) 96 99 109 94 101 94 100 93

Source: Company, ICICldirect.com Research
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Outlook and valuation

Given Bajaj’s strong leadership in the domestic market and presence in
growing business verticals, we expect the entity to continue its focus on
improvement in earnings growth and sustenance of a healthy balance
sheet. Both insurance companies are yet to pay dividend. In case of
payouts, consolidated profits can see further upside not factored in
estimates. The same can improve return ratios further for the consolidated
entity. Going ahead, we expect consolidated revenue and PAT to grow at a
CAGR of 19.7% and ~32% to ¥ 35140 crore and % 4000 crore, respectively,
over FY18-19E.

We remain positive on the stock owing to 1) sustained healthy
performance of Bajaj Finance 2) strong growth in general insurance
business and 3) increasing traction in life insurance. Therefore, we
maintain our target price at ¥ 4900 per share, based on SOTP valuation,
which implies a multiple of 19.5x on FY19E consolidated earnings. The
stock is available at P/E valuation of 17.2x FY19E earnings. Consequently,
we continue maintain our BUY rating on the stock. Dividend from the
insurance business can be an upside risk.

Exhibit 8: Valuation on SOTP basis

Value of  Value/

Business  stake (% share after 10%

Stake (%) Value crore) discount (%)
Bajaj Allianz Life Insurance 2x EV 14 29779 22004 1245
Bajaj Allianz General Insurance ~ 20x PAT 74 23223 17185 972
Bajaj Finance 25x EPS 51.3 82050 46998 2658
Windmill %6 per mw 100 397 397 25
Total 4900

Source: ICICIdirect.com Research

Exhibit 9: Valuation summary

(Year-end March) FY14 FY15 FY16E FY17E FY18E FY19E
Net Profit (% crore) 1,547.7 1,689.8 1,869.9 2,262.8 3,211.2 3,999.7
EPS () 97.3 106.2 117.5 142.2 201.8 251.4
Growth (%) (1.6) 9.2 10.7 21.0 41.9 24.6
P/E (x) 44.4 40.7 36.7 30.4 21.4 17.2
Price /Book (x) 1.4 6.3 5.4 4.6 3.8 3.1
RoA (%) 22 2.0 1.9 1.9 24 25
RoE (%) 18.1 16.7 15.7 16.2 19.3 19.8

Source: Company, ICICldirect.com Research
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ecommendation history vs. consensus
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Date Event

FY07 De-merger of erstwhile Bajaj Auto in 2007 and formation of Bajaj Finserv, the financial services arm of Bajaj Group

FYo7 Induction of new management personnel from leading multinational companies

FY08 Diversification of lending portfolio begins vs. earlier legacy business of two & three wheeler financing and consumer durable financing
FY08 Launch of personal loan cross sell business and life insurance distribution business

FY10 Bajaj Allianz Life Insurance records its first profit of ¥ 542 crore in FY10

FY11 General insurance business perofmance impacted by high motor claims. Construction equipment financing business launched

FY14 Introduction of new regulation by IRDA impacts life insurance profitability

FY15 General insurance business reports underwriting profit of ¥ 83 crore

Source: Company, ICICldirect.com Research

Top 10 Shareholders Shareholding Pattern

Latest Filing Date % 0/S Position (m) Change (m) [l (in %) Mar-16 Jun-16 Sep-16 Dec-16 Mar-17
1 Bajaj Group of Industries 31-Mar-17 0.54 86.6 0.0  Promoter 584 584 584 583 58.3
2 Firodia Group of Industries 31-Mar-17 0.04 6.4 0.0 FI 71 6.7 6.7 6.1 7.9
3 ICICI Prudential Asset Management Co. Ltd. 31-Mar-17 0.03 4.3 0.0 DI 8.3 8.4 8.3 5.8 4.4
4 Life Insurance Corporation of India 31-Mar-17 0.02 3.2 0.0 Others 263 265 266 298 294
5 Bajaj (Niraj) 31-Mar-17 0.01 1.8 0.0
6 Bajaj (Rahulkumar) 31-Mar-17 0.01 1.7 0.0
7 The Vanguard Group, Inc. 31-Mar-17 0.01 1.2 0.0
8 BlackRock Institutional Trust Company, N.A. 30-Apr-17 0.01 1.0 0.0
9 Bajaj (Madhur) 20-Dec-16 0.01 1.0 0.1
10  Dimensional Fund Advisors, L.P. 28-Feb-17 0.00 0.8 0.0

Source: Reuters, ICICldirect.com Research

Buys Sells
Investor name Value Shares [ Investor name Value Shares
China Asset Management Co., Ltd. 4.80m 0.117m Norges Bank Investment Management (NBIM) -22.09m -0.52m
Bajaj (Madhur) 3.20m 0.08m DSP BlackRock Investment Managers Pvt. Ltd. -18.20m -0.42m
Canara Robeco Asset Management Company Ltd. 4.31m 0.06m Bajaj (Shekhar P) -6.52m -0.15m
William Blair & Company, L.L.C. 3.08m 0.05m Lyxor Asset Management -9.18m -0.15m
RAM Active Investments S.A. 2.08m 0.05m HSBC Global Asset Management (India) Private Limited -3.92m -0.09m

Source: Reuters, ICICldirect.com Research
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Financial summary

Balance sheet X Crore
(Year-end March) FY16E FY17E FY18E FY19E (Year-end March) FY16E FY17E FY18E FY19E
Revenue Sources of Funds

Life Insurance 5896 6183 6700 7442 Shareholders' Funds 1282 1505 1823 2221
General Insurance 5901 7687 9225 11070 - Share capital 80 80 80 80
Total 11796 13871 15925 18512 - Reserves & Surplus 12736 14971 18154 22126
Less: Reinsurance ceded 1351 2386 2256 2695 Policy liabilities 17026 19104 16327 16980
Reserve for unexpired risk 348 430 217 332 Provision for linked liabilities 21449 20332 24490 25470
Net Insurance Premium Earned 10097.2 110540 133923  15484.8 Funds for future appropriation in policyholders' account K[| 358 376 395
Investment and other income 2935 34081 25218 26718 Minority interest 5176 6368 7811 9608
Total Insurance Income 13032 14462.1 159141  18162.6 Loan funds 37024 49250 64059 83667
Investment and others 307 1471 220.7 275.9 Defered tax liability (net) " " 1 12
Retail financing 7369 10043.8 129875  16732.0 Current liabilities 13603 14215 14855 15523
Windmill 57 703 80.8 929 Provisions 195 203 211 219
Total 20765 247233 292032  35263.4 Total liabilities 107640 124892 146373 174079
Less: Inter-segment revenue 82 201.1 120.7 123.1
Total revenue 20683 24522 29082 35140 Applications of Funds
Pre-tax profit Fixed assets 1648 1819 1862 2024
General Insurance m 1106 1412 1659 Goodwill on investments in associates 429 429 429 429
Life Insurance 983 913 1004 1105 Investments 17302 23102 25750 28408
Total Insurance 1754 2019 2417 2163 Policyholders' Investments 16685 18722 20380 22057
Retail financing 1965 2819 3754 5022 Assets held to cover linked liabilities 21449 20332 2173 23345
Investments & others 86 10 44 55 Deferred Tax Assets (net) 198 207 218 229
Windmill 32 43 46 53 Current assets 6658 1997 170 -1401
Total PBIT 3837 4891 6261 7893 - Receivable under financing activity 43212 57682 75852 98987
Less: Interest 86 10 44 55 Misc Expenditure 0 0 0 0
Profit before tax 3837 4891 6261 7893 Total Assets 107640 124892 146373 174079
Tax -1052 -1436 -1607 -2097
Net profit before minority 2185 3455 4654 5197 Source: Company, ICICldirect.com Research
Minority and deferred tax adjustments 915 1192 1443 1797
Net profit 1870 2263 3211 4000

Source: Company, ICICldirect.com Research

(Year-end March) FY16E FY17E FY18E FY19E
CmMP 43178 43178 43178 43178
No. of shares in mn 159.1 159.1 159.1 159.1
EPS 1175 142.2 201.8 2514
BV 805.4 9458 11459 13955
RoA 19 1.9 24 25
RoE 15.7 16.2 193 19.8
P/BV 5.4 46 38 31
PEE 36.7 304 214 17.2
(Year-end March) - Growth ratios FY16E FY17E FY18E FY19E
Gross Written Premium

- Life 2.0 49 8.4 11
- General 1.3 303 200 20.0
Loan book Bajaj Finance 39 33 32 31
Consol Networth 17 17 VAl 2
Consol Revenues 15 19 19 21
Consol PAT 1 21 42 25

Source: Company, [CICldirect.com Research
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ICICldirect.com coverage universe (NBFC)

CMP M Cap EPS ) P/E (x) P/ABV (x) RoA (%) RoE (%)

Sector / Company @  TPR) Ratng (Cr) FY16 FYI7E FYI8E FY16 FY17E FYI8E FY16 FY17E FY18E FY16 FYI7E FY18E FY16 FYI7E FY18E
LIC Housing Finance (LICHF) 683 750 Buy 32170 329 383 469 208 178 146 39 32 26 1.4 14 15 196 191 194
Reliance Capital (RELCAP) 663 740 Buy 15590 383 427 589 173 156 113 13 13 12 16 16 19 67 68 88
HDFC (HDFC) 1530 1750 Buy 245250 450 469 520 340 327 294 72 62 56 26 24 23 218 202 200
PTC India Financial Services

(PTCIND) 47 42 Hid 3070 70 61 60 68 78 79 17 14 13 50 40 30 247 188 147
CARE (CARE) 1520 1,750 Buy 4533 400 515 586 380 295 259 109 90 89 409 365 413 288 304 343
Bajaj Finserv (BAFINS) 4293 4900 Buy 71,505 117.5 1422 201.8 365 302 21.3 53 45 37 19 19 24 157 162 193
Bajaj Finance (BAJFI) 1323 1500 Buy 69,261 247 340 446 535 390 297 94 75 61 32 33 33 211 218 229

Source: Company, ICICldirect.com Research
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ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction;
Buy: >10%/15% for large caps/midcaps, respectively;

Hold: Up to +/-10%;

Sell: -10% or more;

I
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Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICldirect.com Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

We /I, Kajal Gandhi, CA, Vasant Lohiya, CA and Vishal Narnolia, MBA, Research Analysts, 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. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s)
or view(s) in this report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities
Limited is a Sebi registered Research Analyst with Sebi Registration Number — INH000000990. ICICI Securities is a wholly-owned subsidiary of ICICI Bank which is India’s largest private sector bank and has
its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which
are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking
and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts
and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current.
Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this
company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any
loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the
risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment
in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in

respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned
in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any
compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts
and their relatives have any material conflict of interest at the time of publication of this report.

It is confirmed that Kajal Gandhi, CA, Vasant Lohiya, CA and Vishal Narnolia, MBA Research Analysts of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month
preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

It is confirmed that Kajal Gandhi, CA, Vasant Lohiya, CA and Vishal Narnolia, MBA, Research Analysts do not serve as an officer, director or employee of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities

described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and
to observe such restriction.
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