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Rating: BUY | CMP: Rs383 | TP: Rs511 

Strong protection growth 

Quick Pointers 

 Strong margin improvement of +300bps YoY/QoQ to 21.0% on back of change 

in mix of business towards protection  

 Protection business grew by 80% YoY while annuity grew by 67% YoY taking 

share to 14% & 1.4% in overall APE respectively.  

ICICI Pru Life’s business was slow with APE growing at 5.3% YoY led by de-

growth in savings business as ULIP slowed. Protection has remained key 

area of focus which has grown strong at 88% YoY taking share up by+600bps 

YoY to 14%. Company expects APE to pick up mainly led by savings and 

continued traction on protection. Important highlight was sharp improvement 

in margins by ~400bps QoQ to 21.0% which is mainly due to mix changing 

and drag of opex ratios getting into base, but overall VNB growth was slower 

(even compared to peers). We expect growth is likely to be lower than 

industry but retail protection growth should be better but margin 

sustainability will remain key as saving business improves. We retain BUY 

with TP of Rs511 (unchanged) based on 2.5x Mar-21 EV and 22x NB multiple.  

 Protection business holding growth: Overall GWP were led by single 

premium, while regular & renewal premiums were slower. APE growth was 

subdued at 5% (lower than industry rate) mainly led by slower ULIP sales 

driving down savings segment growth, although protection business growth of 

88% YoY led to mix strong mix change by +600bps & 400bps of mix change in 

protection to 14%. Company expects protection business has been particularly 

working well from agency/broker channel but banca also has done decent, 

which we believe should have cannibalized some of the ULIP sales along with 

tough market conditions. Annuity business also has seen strong growth of 67% 

YoY with mix improving to 1.4% of APE and remains another important growth 

driver and mix change from ULIP. 

 Strong VNB margin improvement surpassed expectations: Given the 

slower growth, 27% YoY VNB growth led by protection growth and sharp 

margins improvement of +300bps YoY & QoQ to 21.0%, was a surprise. Margin 

assumptions have been factored in with similar opex ratios of FY19 as savings 

business opex was drag on margins but seemingly opex ratios are now steady 

and in line with growth hence should not see troubling margins. IPRULIFE 

targets to double VNB in next five years, while we expect strong 25% VNB 

growth with conservative 9% CAGR in APE growth over FY20-FY21E.   

 Persistency see marginal gains: Persistency has likely improved on the 

margin in the 13th & 61st month bucket led by protection, product changes like 

limited pay option. Though growth has been slower in ULIP we are yet to see 

any persistency stress due to adverse capital market conditions. Company’s 

strategy from last year H2 was clearly to move to lower ticket size business 

hence focusing on both volume driven & mix change. 
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Key Financials 

Y/e March FY18 FY19 FY20E FY21E 

Net Premiums  
(Rs m) 

268,107 318,651 363,336 411,424 

- Growth (%) 21.0 18.9 14.0 13.2 

Surplus / Deficit 
(Rs m) 

14,832 15,060 16,460 17,044 

PAT (Rs m) 16,198 17,283 19,339 24,297 

- Growth (%) (3.7) 6.7 11.9 25.6 

EPS (Rs) 11.3 12.0 13.5 16.9 

Emb. Value  
(Rs bn) 

187.9 216.2 250.2 288.2 

NBP Margin (%) 
post overrun 

16.5 17.0 20.1 21.9 

RoE (%) 24.4 23.1 22.0 23.4 

Operating RoEV 
(%) 

22.7 20.2 18.2 17.7 

RoEV (%) 16.1 15.1 15.7 15.2 

Dividend yield (%) 1.8 0.8 0.9 1.0 

Price/EV (x) 2.0 1.8 1.5 1.3 

Ap. Value/EV (x) 3.9 3.4 2.9 2.5 

Key Data  ICIR.BO | IPRULIFE IN 

52-W High / Low Rs.428 /  Rs.278 

Sensex / Nifty  37,848 / 11,271  

Market Cap Rs.550.2bn/ $ 7,973.8m 

Shares Outstanding 1,435.8m 

3M Avg. Daily Value Rs.685.4m 

Shareholding Pattern (%) 

Promoter’s 74.98  

Foreign 10.08  

Domestic Institution 6.54  

Public & Others 8.40 

Promoter Pledge (Rs bn) -   

Stock Performance (%) 

 1M 6M 12M 

Absolute 2.1 26.5 (0.5) 

Relative 5.3 22.1 (2.2) 
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Exhibit 1: Profitability has been slower 

(Rs m) Q1FY20 Q1FY20 
YoY gr. 

(%) 
Q4FY19 

QoQ gr. 
(%) 

Policyholders’ Account      

Gross Premium Income 63,293 55,179 14.7 101,636 (37.7) 

Net Premium Income 62,081 54,378 14.2 100,563 (38.3) 

Inc. from Investments (Net) 19,916 23,212 (14.2) 56,176 (64.5) 

Total (A) 84,321 78,712 7.1 160,539 (47.5) 

Net Commission 2,648 2,796 (5.3) 5,095 (48.0) 

Opex related to Insurance 6,458 5,952 8.5 7,732 (16.5) 

Benefits Paid (Net) 36,446 29,395 24.0 44,937 (18.9) 

Change in actuarial liability 32,314 35,801 (9.7) 96,734 (66.6) 

Total (B) 80,100 75,703 5.8 156,472 (48.8) 

Surplus / (Deficit) 4,221 3,009 40.3 4,067 3.8 

      

Shareholders’ Account      

Trf from Policyholders A/c 3,689 2,464 49.7 4,166 (11.4) 

Investment Income 1,433 1,396 2.6 2,214 (35.3) 

Total 5,122 3,864 32.6 6,459 -20.7 

Expenses other than related to 
insurance 

93 99 (6.2) 104 (10.1) 

Trf to Policyholders A/c 2,159 925 133.4 3,574 (39.6) 

Profit/(Loss) before Tax 2,870 2,840 1.1 2,782 3.2 

Provision for Taxation 21 24 (12.8) 168 (87.8) 

Profit/(Loss) after Tax 2,849 2,816 1.2 2,614 9.0 

      

Ratios      

Expense Ratio 12.2 12.0 16 8.5 363 

Commission Ratio 5.0 5.5 (54) 5.6 (63) 

Cost / TWRP 17.1 17.5 (39) 14.1 299 

Source: Company, PL 

Exhibit 2: Protection growth continued to be robust 

 Q1FY20 Q1FY19 YoY Chg. Q4FY19 QoQ Chg. FY19 FY18 YoY Chg. 

APE 14,700 13,960 5.3 24,560 (40.1) 77,990 77,920 0.1 

Savings 12,550 12,820 (2.1) 21,950 (42.8) 70,770 73,450 (3.6) 

Protection 2,150 1,140 88.6 2,610 (17.6) 7,220 4,470 61.5 

%         

Savings 85.4 91.8 (646) 89.4 (400) 90.7 94.3 (352) 

Protection 14.6 8.2 646 10.6 400 9.3 5.7 352 

         

VNB 3,090 2,440 26.6 4,190 (26.3) 13,290 12,860 3.3 

VNB Margin (%) 21.0 17.5 354.2 17.1 396.0 17.0 16.5 49.6 

Source: Company, PL 

Exhibit 3: Group premium pulls up growth 

 Q1FY20 Q1FY19 YoY Chg. Q4FY20 QoQ Chg. FY19 FY18 YoY Chg. 

Retail renewal premium 39,760 36,250 9.7 66,160 (39.9) 202,250 174,970 15.6 

Retail new business premium 15,330 14,920 2.7 26,630 (42.4) 81,400 84,020 (3.1) 

Group Premium 8,200 4,010 104.5 8,850 (7.3) 25,650 11,700 119.2 

Total 63,290 55,180 14.7 101,640 (37.7) 309,300 270,690 14.3 

Source: Company, PL 
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Exhibit 4: Protection continues to improve; Savings driven by strong Annuity growth   

Product Mix Q4FY19 Q4FY18 YoY Chg. Q3FY19 QoQ Chg. FY19 FY18 YoY Chg. 

Rs Mn         

Savings 12,560 12,820 (2.0) 21,960 (42.8) 70,780 73,830 (4.1) 

ULIP 10,460 11,140 (6.1) 18,850 (44.5) 62,100 63,810 (2.7) 

Par 1,420 1,360 4.4 2,290 (38.0) 6,720 8,460 (20.6) 

Non PAR 200 120 66.7 280 (28.6) 690 690 - 

Group 480 200 140.0 540 (11.1) 1,270 870 46.0 

Protection 2,140 1,140 87.7 2,610 (18.0) 7,220 4,460 61.9 

         

(%)         

Savings 85.4 91.8 (639.2) 89.4 (397.2) 90.8 94.8 (399.6) 

ULIP 71.2 79.8 (864.3) 76.8 (559.4) 79.6 81.9 (226.6) 

Par 9.7 9.7 (8.2) 9.3 33.6 8.6 10.9 (224.1) 

Non PAR 1.4 0.9 50.1 1.1 22.0 0.9 0.9 (0.1) 

Group 3.3 1.4 183.3 2.2 106.7 1.6 1.1 51.2 

Protection 14.6 8.2 639.2 10.6 393.1 9.3 5.7 353.4 

Source: Company, PL 

Exhibit 5: ULIP’s share slips futher while Protection continues to see 

improvement 

80% 83% 86% 86% 82% 85% 79% 80% 84% 79% 77% 71%

12% 10% 8% 8% 12% 10%
9% 10% 7%

9% 9%
10%
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2Q17 3Q17 4Q17 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19 1Q20

ULIP Par Non PAR Group Protection

 

Source: Company, PL 

Exhibit 6: Direct & Agency driving growth 

Sourcing Mix Q1FY20 Q1FY19 YoY Chg. Q4FY19 QoQ Chg. FY19 FY18 YoY Chg. 

Rs Mn         

Banca 7,700 7,760 (1) 13,330 (42) 43,530 40,750 7 

Agency 3,110 3,040 2 5,410 (43) 16,890 19,790 (15) 

Direct 1,880 1,640 15 3,140 (40) 9,340 10,540 (11) 

Corp Agent & Brokers 1,000 910 10 1,580 (37) 4,590 4,700 (2) 

Group 1,000 610 64 1,110 (10) 3,650 2,130 71 

         

(%)         

Banca 52.4 55.6 (321) 54.3 (189) 55.8 52.3 352 

Agency 21.2 21.8 (62) 22.0 (87) 21.7 25.4 (374) 

Direct 12.8 11.7 104 12.8 0 12.0 13.5 (155) 

Corp Agent & Brokers 6.8 6.5 28 6.4 37 5.9 6.0 (15) 

Group 6.8 4.4 243 4.5 228 4.7 2.7 195 

Source: Company, PL 
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Exhibit 7: Sourcing channel mix has been broadly steady 

56% 58% 57%
49% 51% 54% 53% 56% 57% 57% 54% 52%

23% 23% 23%
31% 27% 25% 23% 22% 22% 20% 22% 21%

12% 12% 12% 14% 14% 15%
11% 12% 12% 11% 13% 13%

6% 6% 6% 5% 6% 6%
7% 7% 5% 6% 6% 7%

2% 2% 2% 2% 2% 1% 6% 4% 4% 6% 5% 7%

2Q17 3Q17 4Q17 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19 1Q20

Banca Agency Direct Corp agents & brokers Group

 

Source: Company, PL 

Exhibit 8: Opex higher on advertisement expenses  
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Source: Company, PL 

Exhibit 9: 13th Month & 16th month  improve on persistency  
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Exhibit 10: Solvency improves on no dividend payout during quarter 

305.9%
294.3%

280.7%288.6%
275.7%

251.5%252.5%
234.6%234.3%224.3%214.9%216.7%

2Q17 3Q17 4Q17 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19 1Q20

Solvency Ratio (%)

 

Source: Company, PL 

Exhibit 11: Movement of Embedded Value – FY19 

187.88

15.84
13.28

2.66 1.97 0.04 0.02 1.2 8.43

216.24

Op. EV Unwind VNB Persistency Mortality Expense Other Variance Eco & Inv Var Net Cap In j Closing EV
 

Source: Company, PL 

Exhibit 12: Key Metrics and EV movement 

Rs bn FY16 FY17  FY18   FY19E   FY20E   FY21E  

APE 51.7 66.3 77.9 78.0 82.2 93.3 

YoY growth (%) 9.0 28.1 17.6 0.1 5.4 13.4 

NBV 4.1 6.7 12.9 13.3 16.5 20.4 

YoY growth (%) 52.7 61.5 93.1 3.3 24.5 23.6 

EV Movement       

Opening IEV 137.2 139.4 161.8 187.9 216.2 250.2 

New Business Value 22.2 23.0 36.8 38.0 39.4 44.2 

EVOP 4.1 6.7 12.9 13.3 16.5 20.4 

Dividend payout 14.4 6.3 11.9 8.4 5.9 6.7 

Closing EV 139.4 161.8 187.9 216.2 250.2 288.2 

Adjusted Net worth 55.1 67.6 70.2 73.5 94.6 112.6 

Value in force (VIF) 84.2 94.3 117.6 142.7 155.6 175.6 

Ratios (%)       

NBAP margins 8.0 10.1 16.5 17.0 20.1 21.9 

RoEV 1.6 16.1 16.1 15.1 15.7 15.2 

Operating RoEV 16.2 16.5 22.7 20.2 18.2 17.7 

Source: Company, PL 
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Exhibit 13: Change in Estimates – We adjust to higher VNB margins but lower 

APE growth assumptions 

(Rs mn) 
Old Revised %Change 

FY20E FY21E FY20E FY21E FY20E FY21E 

APE 88.9 103.2 82.2 93.3 (7.5) (9.6) 

VNB 15.7 19.2 16.5 20.4 5.3 6.4 

VNB Margin (%) 17.7 18.6 20.1 21.9 2.4 3.3 

EV 251.2 290.3 250.2 288.2 (0.4) (0.7) 

Price target (Rs) 471 511 0.0 

Recommendation BUY BUY   

Source: Company 

Exhibit 14: We retain our TP of Rs511 (unchanged) based on 2.5x P/EV Mar 

FY21E 

PT calculation and upside  

Op RoEV 17.7% 

CoE 13.7% 

Terminal Growth 5.0% 

Embedded value  288 

Price / Embedded value 2.5 

Appraisal Value  734 

Number of shares, mn 1,435 

Valuation per share 511 

CMP 383 

Upside (%) 33% 

Source: Company, PL 
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Technical account (Rs m)     

Y/e Mar   FY18 FY19 FY20E FY21E 

Gross Premiums 270,688 321,726 367,111 415,837 

Reinsurance Ceded (2,581) (3,076) (3,775) (4,413) 

Net Premiums 268,107 318,651 363,336 411,424 

Other Income 594 665 762 873 

Total income 382,174 457,552 550,698 639,519 

Commission 14,033 16,710 18,876 21,445 

Operating expenses 20,299 23,712 26,083 29,914 

Prov for doubtful debts 82 94 106 121 

Operating Profit 347,760 417,036 505,633 588,040 

Prov for Tax 5,645 7,056 8,821 11,026 

Benefits Paid (Net) 172,259 174,526 184,973 194,524 

Chg in reserves 154,475 220,393 295,380 365,447 

Surplus / Deficit 14,832 15,060 16,460 17,044 

Shareholder's a/c (Rs m)    

Y/e Mar   FY18 FY19 FY20E FY21E 

Transfer from technical a/c 10,892 11,827 13,052 13,351 

Income From Investments 7,395 7,853 9,107 14,184 

Total Income 18,336 19,733 22,219 27,602 

Other expenses 388 504 680 918 

Contribution to technical a/c 753 843 966 1,107 

Total Expenses 1,140 1,347 1,646 2,025 

PBT 17,196 18,386 20,573 25,576 

Prov for Tax (997) (1,103) 1,234 1,279 

PAT 16,198 17,283 19,339 24,297 

Premium (Rs m) & growth (%)    

Y/e Mar   FY18 FY19 FY20E FY21E 

New business prem - unwtd 92,118 103,632 113,995 128,815 

New business prem - APE 75,417 78,966 82,232 93,273 

Renewal premium 178,570 218,094 253,115 287,023 

Total premium - unwtd 270,688 321,726 367,111 415,837 

New bus. growth - unwtd 17.1 12.5 10.0 13.0 

New business growth - APE 16.1 4.7 4.1 13.4 

Renewal premium growth 23.2 22.1 16.1 13.4 

Total prem growth - unwtd 21.1 18.9 14.1 13.3 

Premium mix (%)    

Y/e Mar   FY18 FY19 FY20E FY21E 

New business - unwtd         

   - Individual mix 91.2 94.0 93.0 92.0 

   - Group mix 8.8 6.0 7.0 8.0 

New business mix - APE     

   - Participating 10.6 13.1 12.5 12.4 

   - Non-participating 5.1 6.5 12.3 16.3 

   - ULIPs 84.4 80.4 75.2 71.3 

Total premium mix - unwtd     

   - Participating 11.9 11.4 11.8 11.8 

   - Non-participating 12.8 16.6 18.7 19.6 

   - ULIPs 75.3 72.0 69.6 68.7 

Individual prem sourcing mix (%) 

Y/e Mar   FY18 FY19 FY20E FY21E 

Individual agents 25.6 18.0 19.0 19.0 

Corporate agents-Banks 52.6 65.0 62.0 62.0 

Direct business 16.0 10.0 11.0 11.0 

Others 5.8 7.0 8.0 8.0 

Source: Company Data, PL Research 

Balance sheet (Rs m) 

Y/e Mar   FY18 FY19 FY20E FY21E 

Sources of Fund         

Share Capital 14,355 14,355 14,355 14,355 

Reserves And Surplus 51,409 63,249 76,714 94,273 

Policy Liabilities 309,934 392,117 495,223 635,709 

Prov. for Linked Liab. 923,124 1,131,023 1,323,297 1,548,257 

Funds For Future App. 8,782 9,659 10,624 11,686 

Current liabilities & prov. 34,476 36,536 40,927 36,899 

Total 1,418,213 1,669,339 1,984,722 2,366,154 

Application of Funds     

Shareholders’ inv 77,493 97,019 130,665 191,696 

Policyholders’ inv 332,889 406,259 491,899 585,773 

Assets to cover linked liab. 975,020 1,131,023 1,323,297 1,548,257 

Loans 1,451 1,712 1,968 2,165 

Fixed Assets 4,221 4,727 5,389 5,928 

Current assets 27,140 28,599 31,504 32,334 

Total 1,418,213 1,669,339 1,984,722 2,366,154 

Operating ratios 

Y/e Mar    FY18 FY19 FY20E FY21E 

Investment yield (%) 8.6 8.9 10.0 10.0 

Commissions / GWP 5.2 5.2 5.1 5.2 

    - first  year premiums 13.9 15.7 16.9 16.9 

    - renewal premiums 1.9 2.0 2.0 2.0 

    - single premiums 1.9 1.5 1.5 1.5 

Operating expenses / GWP 7.5 7.4 7.1 7.2 

Total expense ratio 12.7 12.6 12.2 12.4 

Claims / NWP 64.3 54.8 50.9 47.3 

Solvency margin 252.5 - - - 

Persistency ratios (%) 

Y/e Mar    FY18 FY19 FY20E FY21E 

13th Month 87.0 87.3 87.3 87.3 

25th Month 76.5 77.6 77.8 77.8 

37th Month 68.4 70.0 70.6 70.8 

49th Month 61.4 62.0 62.7 62.9 

61st Month 55.6 56.0 56.2 56.3 

Profitability ratios (%) 

Y/e Mar    FY18 FY19 FY20E FY21E 

NBP margin (%) pre overrun - - - - 

NBP margin (%) post overrun 16.5 17.0 20.1 21.9 

RoE (%) 24.4 23.1 22.0 23.4 

RoIC (%) 33.4 35.6 39.8 50.0 

Valuation ratios 

Y/e Mar   FY18 FY19 FY20E FY21E 

Total AUMs, Rs bn 1,385 1,634 1,946 2,326 

- of which equity AUMs (%) 47.0 48.3 46.0 46.0 

EVOP as % of MCEV 22.7 20.2 18.2 17.7 

RoEV (%) 16.1 15.1 15.7 15.2 

Dividend % 1.8 0.8 0.9 1.0 

Dividend payout ratio (%) 73.6 31.5 30.4 27.7 

EPS, Rs 11.3 12.0 13.5 16.9 

Embedded Value, Rs bn 187.9 216.2 250.2 288.2 

Appraisal value/EV (x) 3.9 3.4 2.9 2.5 

Appraisal value/Net profit (x) 45.31 42.46 37.95 30.20 

Source: Company Data, PL Research 
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Analyst Coverage Universe 

Sr. No. Company Name Rating TP (Rs) Share Price (Rs) 

1 Axis Bank Accumulate 837 809 

2 Bank of Baroda BUY 161 129 

3 Bank of India Reduce 90 95 

4 Federal Bank BUY 121 105 

5 HDFC BUY 2,700 2,376 

6 HDFC Bank BUY 2,700 2,484 

7 HDFC Standard Life Insurance Company BUY 585 509 

8 ICICI Bank BUY 475 436 

9 ICICI Prudential Life Insurance Company BUY 511 394 

10 IDFC First Bank BUY 55 45 

11 IndusInd Bank BUY 1,800 1,510 

12 Jammu & Kashmir Bank BUY 80 41 

13 Kotak Mahindra Bank Hold 1,385 1,454 

14 Max Financial Services BUY 629 414 

15 Punjab National Bank Reduce 75 82 

16 SBI Life Insurance Company BUY 787 757 

17 South Indian Bank BUY 18 13 

18 State Bank of India BUY 427 367 

19 Union Bank of India Reduce 71 85 

20 YES Bank Hold 101 98 

 

PL’s Recommendation Nomenclature (Absolute Performance) 

Buy  : > 15% 

Accumulate : 5% to 15% 

Hold : +5% to -5% 

Reduce : -5% to -15% 

Sell : < -15% 

Not Rated (NR) : No specific call on the stock 

Under Review (UR) : Rating likely to change shortly 
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