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Margin Juggernaut

While IPRU reported an APE growth of a mere 5.3% YoY,
protection share grew to 14.6% (+530bps vs. FY19). This
boosted VNBM to an unexpected 21.0% (+400bps vs.
FY19) and absolute VNB to Rs 3.1 (+29.9% YoY). We
upgrade IPRU to a BUY with a TP of Rs 445 (Jun-20 EV +
19.0x FY21E VNB).

HIGHLIGHTS OF THE QUARTER
B Despite an 87.7% YoY growth in protection, APE grew
merely 5.3% YoY as ULIPs declined 6.1% YoY.

Protection was driven by both indiv. and group, which
grew 91.7% and 81.0% respectively.

®  An increased protection share of 14.6% (+530bps vs.
FY19), drove up VNBM to a stunning 21.0% (+400bps
vs. FY19) and absolute VNB to Rs 3.1 (+29.9% YoY).

®  Management stated that margin improvement was
driven by product mix and not operating leverage as it
estimated revenue growth conservatively.

®  |PRU clarified that it is using estimated unit costs of
FY20E for margin calculation. Additionally, reduced
costs on the savings business aided margins.

®  Renewal premium growth was low at 7.9% YoY as large
pool of policies crossed 5 year completion. While mass
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lapse ratio has not increased surrender payouts
increased and renewal premiums dropped.

®  AUM increased 15.0/2.3% YoY/QoQ to Rs 1.64tn with
48% equity in mix.

®  1Q channel mix (APE): Banca/agency/direct/CA/group
was at 52.4/21.2/12.8/6.8/6.8% of APE.

®  Total cost/TWRP declined to 17.0% vs. 17.5% for FY19,
while for the savings business the same improved
substantially to 11.3% vs. 13.7% for FY19.

®  Management clarified on the call that it was not averse
to write long term pension/annuity business, but given
current investment/hedge options it is not comfortable
with the balance sheet risk.

®  Near-term outlook: We expect stock to move up in the
short term.

STANCE

We like IPRU’s re-engineered business model which
focused on a more diversified product mix and an
increasing protection mix. Sharp increase in VNB margin
(to 21%) drive up our FY20/21E VNB estimates by
18.8%/16.1% to Rs 18.0/20.2bn. Lower than expected
growth and lower protection share remain key risks.

FINANCIAL SUMMARY

(Rs mn) 1QFY20 1QFY19 YoY (%) 4QFY19 QoQ (%) FY18 FY19 FY20E FY21E FY22E
NBP 22.9 17.7 29.2 40.9 -44.1 92.1 103.6 123.6 138.1 152.9
APE 14.7 14.0 5.3 24.6 -40.1 77.9 78.0 84.6 93.3 102.7
VNB NA NA NM NA NM 12.9 133 18.0 20.2 22.6
VNB Margin (%) # 21.0 17.0  400bps 17.0  400bps 16.5 17.0 213 21.7 22.0
EV 187.9 216.2 247.0 278.3 312.7
P/EV (x) 2.9 2.6 2.2 2.0 1.8
P/VNB (x) 30.5 27.6 18.8 15.2 12.2
ROEV (%) 23.4 19.6 17.7 16.2 16.1

# Refers are FYTD margins Source: Company, HDFC sec Inst Research
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Five Quarters at a Glance

(Rs Bn) 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20 YOY (%) QoQ (%)

Premium earned 55.2 76.8 75.7 101.6 63.3 — 147 377> -

Premium on re-insurance 0.8 0.8 0.8 1.1 1.2 51.3 12.0 Despite NBP growth of 29.2%, overall

Net premium earned 54.4 76.0 74.8 100.6 62.1 14.2 -38.3 premium growth was low at 14.7%, as

Investment income 24.6 13.7 11.9 58.4 20.9 -14.9 -64.1 renewal premiums increased only

Other income 0.2 0.2 0.2 0.3 0.2 -15.0 -45.2 7.9%.

Total income 79.2 89.9 86.9 159.3 83.2 5.0 -47.8

Commission paid 2.8 4.0 3.7 5.1 2.7 -5.4 -47.9

Expenses 7.5 8.3 7.4 9.6 8.1 7.7 -15.5

Tax on policyholder funds 0.3 0.3 0.3 0.3 0.3 -6.5 16.0

Claim/benefits paid 29.4 35.0 33.3 44.9 36.5 24.0 -18.9

Change in actuarial liability 36.4 39.4 39.3 96.6 32.9 -9.6 -66.0

Total expenses 76.4 86.9 83.9 156.5 80.3 5.2 -48.7

Profit before tax 2.8 3.0 3.0 2.8 2.9 1.1 3.2

Tax 0.0 0.0 0.0 0.2 0.0 0.0 -88.2

Profit after tax 2.8 3.0 3.0 2.6 29 C 1D 9.2 PAT gr owth was sub -dued due to low

Source: Company, HDFC sec Inst Research investment income and h’gh claims
payout.

Business metrics

1QFY19 2QFY19 3QFY19 4QFY19 1QFY20 YOY (%) QoQ (%)

New Business Premium (Rs bn) 17.7 25.8 25.6 40.9 229 29.2 -44.1

Product mix on APE basis (Rs bn)

Individual Savings 12.6 18.1 17.4 21.4 12.3 2.5 -42.5

PAR 1.4 1.4 1.7 2.3 1.4 4.4 -38.0

Non-PAR 0.1 0.1 0.2 0.3 0.4 238.5 57.1 ) ;
ULIP 111 16.6 155 18.9 105 < 61 >—745 ULIP segment sales declined as equity
Group Savings 0.2 0.2 0.3 0.5 0.2 26.3 -55.6 market conditions remain tepid;
Protection 1.1 1.5 2.0 2.6 2.1 87.7 -18.0 additionally management is more
Individual Protection 0.7 0.9 1.2 2.0 1.4 91.7 -32.4 focused on protection.

Group Protection 0.4 0.6 0.8 0.6 0.8 81.0 33.3

Total 14.0 19.8 19.6 24.6 14.7 5.3 -40.2

Product mix - APE Basis (%)

Individual Savings 90.5 91.3 88.4 87.2 83.8 -670bps -340bps

PAR 9.7 6.8 8.8 9.3 9.7 -10bps 30bps ] . ]
Non-PAR 0.9 0.7 0.8 1.1 3.0 210bps 190bps Protection mix improved to highest

uLIP 79.8 83.8 78.9 76.7 712 -860bps  -560bps ever 14.6% leading to sharp increase

Group Savings 1.4 1.1 1.7 2.2 Obp 60by in VNB.
Protection 8.2 7.7 9.9 10.6 14.6 640bps 390bp

Individual Protection 5.2 4.6 5.9 8.3 9.4 420bps 110bps

Group Protection 3.0 3.0 4.0 2.3 5.2 220bps 290bps

Total 100 100 100 100 100

Page | 2



[- ICICI PRUDENTIAL LIFE: RESULTS REVIEW 1QFY20

INSTITUTIONAL RESEARCH

1QFY19 2QFY19 3QFY19 4QFY19 1QFY20 YOY (%) QoQ (%)

APE (Rs bn)
Retail APE 13.4 19.0 18.5 23.5 13.7 2.6 -41.6
Group APE 0.6 0.8 1.1 1.1 1.0 63.9 -9.9
Total APE 14.0 19.8 19.6 24.6 14.7 5.3 -40.2
Even if banca’s contribution decreased
VNB Margin (%)# 17.0 17.0 17.0 17.0 21.0 400bps 400bps 310bps YoY, management claimed that

banca’s contribution towards sale of

Channel Mix-APE basis (% . .
- 's (%) protection remained healthy.

Bancassurance 55.5 56.7 57.2 54.2 52.4
Agency 21.8 22.3 20.5 21.9 21.2 -60bps -80bps
Direct 11.8 11.8 11.3 12.8 12.8 100bps Obps
Corporate Agents 6.5 5.1 5.4 6.5 6.8 30bps 30bps
Group 4.4 4.1 5.6 4.6 6.8 240bps 220bps
Reduction in cost ratios of savings
Cost/TWRP*(overall business) (%) 17.5 15.1 12.0 15.9 17.0 business also contributed to expansion
. . o .

Cost/TWRP (savings business) (%) 13.7 NA NA NA 11.3 of VNB margins.
Solvency Ratio (%) 235 234 224 215 217 -1,830bps 170bps

< j AUM growth continues to remain
AUIYI (Rs bn) 1,427 1,461 1,500 1,604 1,640 15.0 2.3 robust at 15.0% YoY with equity mix at
Equity (%) 47 47 47 48 48 100bps Obps 489
Debt (%) 53 53 53 52 52 -100bps Obps 8%.

Persistency ex. single premium and

group (%)

13th month persistency 85.8 85.2 84.1 86.1 84.4 -140bps -170bps
25th month persistency 77.8 77.8 76.7 76.3 75.7 -210bps -60bps
37th month persistency 68.2 68.3 68.7 69.8 69.8 160bps Obps
49th month persistency 63.7 63.7 63.2 63.9 64.2 50bps 30bps
61st month persistency 54.0 54.8 55.6 56.4 57.3 330bps 90bps

#Refers to FYTD margins
*Refers to Total weighted received premium
Source: Company, HDFC sec Inst Research
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i 0
APE trend Product Mix On APE (%
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Persistency Trend Channel Mix On APE
% EFY18 m1QFY19 m2QFY19 m3QFY19 m4QFY19 m1QFY20 mGroup [ Corporate Agents W Direct mAgency M Bancassurance
100.0 7 %0~ 1.6 2.7 4.4 4.1 5.6 4.6 6.8
90.0 - QQQg% ORI~ i~ 100% - T T R E —y
| " el ol Sl B
Bancassurance channel 80.0 - ™~ ;'jmdg-gg O 0% 13511 8 12siM .
. . - . O H . .
contribution declined in 1QFY20 70.0 - © ABBIBBE | oo 70%
S<nOln ° 233 21.8 223 20.5 21.9
to 52.4% (-310/-180bps 60.0 Rmmn 60% - 254 : 9 1212
YoY/QoQ). However we believe 50.0 - 50%
this is temporary and will 40.0 - 40%
normalize over the year. 30.0 1 30%
20.0 20%
10.0 - 10%
0.0 0% i
o N 8 8§ 3 2 g 3
Within Banca channel, ICICI Bank 13th 25th 37th 49th 61st z z x x x a o
’ month month month month month g g g g9 g

and Standard Chartered bank
contribute most to the banca
channel sales.

Source: Company, HDFC sec Inst Research Source: Company, HDFC sec Inst Research

ROEV stack-up

Management also mentioned
that persistencies assumptions
for VNB and EV are lower than
current persistencies.

25 4

15 -

10 -

W Economic variances
Change in operating assumptions
Expected return on existing business

0.7
4 2.2
85 8.4
FY18 FY19

FY20E

W Other operating variance
W Variance in operating experience
B VNB as % of opening EV

7.8 7.8

FY21E FY22E

Source: Company, HDFC sec Inst Research
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Increase in reference rates will
lead to lower unwinding going
forward.

VNB is most sensitive to rise in
acquisition costs and tax rate.

Increase in sum-assured drives
higher sensitivity to mortality.

ICICI PRUDENTIAL LIFE: RESULTS REVIEW 1QFY20

Embedded Value movement

Particulars (Rs mn) FY18 FY19 FY20E FY21E FY22E
Opening IEV 161,840 187,880 216,220 246,998 278,303
Value of new business 12,860 13,280 18,017 20,238 22,591
Expected return on existing business 13,720 15,840 17,216 19,173 21,603
Variance in Operating experience 2,580 4,670 500 500 500
Change in operating assumptions 7,640 4,200 100 100 100
Other operating variance 0 0 0 0 0
IEV operating earnings 36,800 37,990 35,833 40,011 44,794
Economic variances 1,120 (1,220) 2,500 0 0
Total IEV earnings 37,920 36,770 38,333 40,011 44,794
Capital contributions / dividend payouts (11,880) (8,430) (7,555) (8,706) (10,434)
Closing IEV 187,880 216,220 246,998 278,303 312,664
Source: Company, HDFC sec Inst Research
Sensitivity Analysis
FY18 FY19

Particulars

% change in VNB % change in EV % change in VNB % change in EV
Increase by 100bps in the reference rates (4.9) (2.1) (4.3) (2.0)
Decrease by 100bps in the reference rates 5.2 2.2 4.4 2.0
10% increase in the discontinuance rates (8.6) (1.3) (8.5) (1.3)
10% decrease in the discontinuance rates 9.1 1.4 8.9 1.4
10% increase in mortality/ morbidity rates (5.4) (1.0) (9.4) (1.4)
10% decrease in mortality/ morbidity rates 5.5 1.0 9.4 14
10% increase in acquisition expenses (9.2) Nil (13.0) Nil
10% decrease in acquisition expenses 9.2 Nil 13.0 Nil
10% increase in maintenance expenses (3.5) (1.0) (3.6) (0.9)
10% decrease in maintenance expenses 3.5 1.0 3.6 0.9
Tax rates increased to 25% (7.9) (4.6) (7.5) (4.0)

Source: Company, HDFC sec Inst Research
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Change in estimates

R b FY20E FY21E
o S bn
We have fine tuned our APE New old Change (%) New old Change (%)
growth, VNB margins and EV APE 84.6 87.6 3.5 93.3 99.6 6.4
forecasts.
VNB 18.0 15.2 18.8 20.2 17.4 16.1
VNB Margin (%) 21.3% 17.3% 400.0 21.7% 17.5% 420.0
Embedded Value 244 .4 242.3 0.9 272.5 269.2 1.2

Source: Company, HDFC sec Inst Research
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Industry NBP data

Particulars Individual (Rs bn) Group (Rs bn) Total (Rs bn)

FY17 FY18 FY19 FYTD YOY (%) FY17 FY18 FY19 FYTD YOY (%) FY17 FY18 FY19 FYTD YOY (%)
Aditya Birla Sun Life 9.6 11.5 22.0 3.2 29.9 15.7 15.1 21.9 1.9 -52.2 25.3 26.6 43.9 5.1 -20.4
Bajaj Allianz Life 10.7 14.6 18.0 3.5 17.0 22.2 28.4 31.2 6.7 57.2 32.9 42.9 49.2 10.1 40.7
Bharti Axa Life 4.0 4.7 6.4 1.3 19.1 2.1 2.6 2.7 0.6 -5.9 6.1 7.3 9.1 1.9 10.0
DHFL Pramerica Life 2.2 3.6 3.2 0.5 -48.7 6.6 10.9 9.1 1.0 -64.2 8.8 14.5 12.2 1.5 -60.5
HDFC Standard Life 42.0 59.4 76.4 19.9 61.3 45.0 54.0 73.3 19.9 37.9 87.0 1134 149.7 39.8 48.7
ICICI Prudential Life 69.8 84.0 81.4 15.3 2.7 8.9 7.2 21.1 6.9 197.1 78.6 91.3 102.5 22.3 29.1
Kotak Mahindra Life 14.4 19.7 21.3 3.0 8.0 14.1 14.5 18.5 6.4 67.3 28.5 34.3 39.8 9.4 42.3
Max Life 33.1 39.8 47.5 82 22.0 3.6 3.6 4.1 0.9 -5.0 36.7 43.5 51.6 9.1 18.8
SBI Life 64.7 84.1 96.4 18.7 41.2 36.8 25.6 41.6 12.8 70.9 101.5 109.7 137.9 31.5 52.0
Tata AIA Life 10.5 14.0 23.5 5.6 108.6 0.8 0.9 1.3 0.2 -0.9 11.3 14.9 24.8 5.8 100.0
Private players Total 321 404 471 92 27.8 186 190 259 66 38.3 507 593 730 158 32.0
LIC 456 517 510 91 6.8 788 828 912 356 120.5 1,244 1,346 1,422 448 81.2
Industry total* 777 921 981 184 16.4 974 1,018 1,171 423 101.7 1,751 1,939 2,152 606 65.1

Source: IRDAI data, HDFC sec Inst Research * Total will not add up since we have excluded smaller sized private players

Market share on NBP basis (%)

. Individual Group

Particulars

FY17 FY18 FY19 FYTD YOY (bps) FY17 FY18 FY19 FYTD YOY (bps)
Aditya Birla Sun Life 3.0 2.9 4.7 3.5 6 8.5 8.0 8.4 2.8 -537
Bajaj Allianz Life 3.3 3.6 3.8 3.8 -35 12.0 14.9 12.0 10.1 122
Bharti Axa Life 1.3 1.2 1.4 1.4 -10 1.1 1.4 1.0 0.9 -43
DHFL Pramerica Life 0.7 0.9 0.7 0.5 -73 3.5 5.7 3.5 1.6 -443
HDFC Standard Life 13.1 14.7 16.2 21.6 449 24.2 28.5 28.2 30.0 -8
ICICI Prudential Life 21.7 20.8 17.3 16.6 -406 4.8 3.8 8.1 10.5 560
Kotak Mahindra Life 4.5 4.9 4.5 3.3 -60 7.6 7.7 7.1 9.6 167
Max Life 10.3 9.9 10.1 8.9 -43 1.9 1.9 1.6 1.3 -59
SBI Life 20.2 20.8 20.5 20.3 192 19.8 13.5 16.0 19.4 370
Tata AIA Life 3.3 3.5 5.0 6.0 233 0.4 0.5 0.5 0.3 -13
Private players* 41.3 43.8 48.0 50.2 448 19.1 18.6 22.2 15.7 -719
LIC 58.7 56.2 52.0 49.8 -448 80.9 81.4 77.8 84.3 719
Industry 100 100 100 100 0 100 100 100 100 0

Source: IRDAI data, HDFC sec Inst Research * Total private insurers’ market share with respect to total market, whereas individual private insurers market share is with respect to total private
market.
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Valuation Comps

ICICI PRUDENTIAL LIFE: RESULTS REVIEW 1QFY20

Unit

Bloomberg Ticker IPRU MAXF SBILIFE HDFCLIFE

Rating BUY BUY BUY Not Rated

Current market price Rs 383 408 773 500

Market Capitalisation Rs bn 550 110 773 1005

|Target price Rs 445 681 914 450*
Upside/(Downside) % 16.4 66.8 18.3 (9.9)

Profitablity FY19  FY20E  FY21E|  FY19  FY20E  FY21E[  FY19  FY20E  FY21E|  FY19  FY20E  FY2IE
| VNB Margin % 17.0 213 217 217 222 22.8 19.8 20.2 206 24.6 28.5 29.1
Total RoEV % 19.6 17.7 16.2 27.1 226 22.2 18.8 19.4 17.4 22.5 214 19.7
Operating ROEV % 20.2 16.6 16.2 21.9 21.5 22.2 17.6 17.2 17.4 20.1 203 19.7
Non-operating ROEV % 0.6 1.2 0.0 5.1 1.1 0.0 1.2 2.1 0.0 2.4 11 0.0
RoE % 17.1 21.0 217 30.9 31.8 30.9 19.2 17.3 16.7 23.0 26.5 26.2
Valuation at CMP FY19  FY20E  FY21E|  FY19  FY20E  FY21E[  FY19  FY20E  FY21E|  FY19  FY20E  FY21E
IP/EV X 2.5 2.2 2.0 1.8 15 13 33 2.8 2.4 5.5 4.6 3.9|
P/EVOP X 14.5 153 13.7 113 9.8 8.3 21.8 18.9 15.8 32.8 27.1 23.4
|implied P/VNB x 27.3 18.5 15.0 12.7 8.1 5.3 29.8 22.9 17.5 55.4 38.2 30.4]
Implied P/VIF x 3.9 3.4 3.0 3.4 2.9 2.4 5.1 4.4 3.8 8.1 6.9 5.8
P/B X 8.0 7.2 6.5 4.6 3.6 2.8 10.4 9.0 7.8 15.8 13.1 10.9
P/E x 47.9 36.2 314 17.1 14.0 113 58.2 55.6 50.0 78.9 53.9 45.2
P/AUM x 0.3 0.3 0.3 0.2 0.2 0.2 0.5 0.5 0.4 0.8 0.7 0.5
Valuation at TP/FV FY19  FY20E  FY21E|  FY19  FY20E  FY21E  FY19  FY20E  FY21E|  FY19  FY20E  FY21E
P/EV X 3.0 2.6 2.3 2.9 2.5 2.2 3.9 33 2.8 4.9 4.1 3.5]
P/EVOP X 16.9 17.9 16.0 18.8 16.4 13.9 25.7 223 18.7 29.6 24.4 21.1
|implied P/VNB X 34.1 235 19.4 29.0 207 15.6 37.1 29.0 225 48.9 336 26.5|
Implied P/VIF X 4.5 4.0 3.5 5.7 4.8 4.1 6.0 5.2 4.5 7.3 6.2 5.3
P/B X 9.3 8.4 7.5 7.6 6.0 4.7 123 106 9.2 14.2 11.8 9.8
P/E X 55.8 42.1 36.6 28.5 23.4 18.9 68.9 65.8 59.1 71.1 48.6 40.7
P/AUM X 0.4 0.3 03 0.2 0.2 0.1 0.6 0.5 0.4 0.7 0.6 0.5

Source: Company financials and disclosures, HDFC sec Inst Research
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IPRU MAXF SBILIFE HDFCLIFE
Per Share data FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E
EV Rs 151 172 194 233 269 309 237 281 327 91 109 128
EVOP Rs 26 25 28 43 50 60 36 41 49 15 18 21
VNB Rs 9 13 14 21 28 34 19 23 28 8 11 13
VIF Rs 99 112 126 153 180 214 152 175 202 62 73 86
Book Value Rs 48 53 59 89 113 144 75 86 99 32 38 46
Earnings Rs 8 11 12 24 29 36 13 14 15 6 9 11
AUM Rs 1,117 1,288 1,491 1,638 1,927 2,286 1,410 1,688 2,037 625 757 918
ANW Rs 51 58 66 98 106 116 86 101 120 29 35 42
Key parameters FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E
APE Rs bn 78 85 93 40 48 57 97 116 136 60 76 89
VNB Rs bn 13 18 20 8 11 13 19 23 28 15 22 26
Total EVOP Rs bn 37 38 40 16 19 23 36 41 49 34 39 43
Operating EVOP Rs bn 38 36 40 16 19 23 36 41 49 31 37 43
Non- operating EVOP Rs bn (1) 3 0 4 1 0 3 5 0 4 2 0
EV Rs bn 216 247 278 89 103 119 237 281 327 183 218 258
Net worth Rs bn 69 76 85 34 43 55 75 86 99 64 77 93
Net Profit Rs bn 11 15 18 9 11 14 13 14 15 13 19 22
AUM 1,604 1,850 2,140 628 739 876 1,410 1,688 2,037 1,258 1,522 1,846
Growth YOY FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E
APE % 0.1 8.5 10.3 21.6 21.0 19.0 13.5 19.2 18.1 12.0 24.9 17.8
VNB % 3.3 35.7 12.3 25.5 28.9 22.2 22.2 21.7 20.4 20.3 39.8 20.3
Total EVOP % (3.0 4.3 4.4 26.9 16.9 18.7 13.4 15.3 19.3 16.3 14.5 9.8
Operating EVOP % 3.2 (5.7) 11.7 26.9 16.9 18.7 13.4 15.3 19.3 14.2 21.4 15.7
Non- operating EVOP % NM NM NM NM NM NM NM NM NM NM NM NM
EV % 15.1 14.2 12.7 19.3 15.3 15.1 17.7 18.3 16.4 20.2 19.4 17.9
Net worth % 4.5 11.0 11.4 27.4 26.8 26.8 17.0 15.4 14.8 35.6 20.6 20.3
Net Profit % (29.3) 324 15.1 73.7 22.0 23.6 15.3 4.8 11.2 16.2 46.3 19.3
AUM % 15.0 15.3 15.7 20.2 17.7 18.6 21.3 19.7 20.7 18.0 21.0 21.3

Source: Company financials and disclosures, HDFC sec Inst Research
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Operational Comps

IPRU MAXF SBILIFE HDFCLIFE

APE mix FY16 FY17 FY18 FY19 FY16 FY17 FY18 FY19 FY16 FY17 FY18 FY19| FY16 FY17 FY18 FY19
Individual Rs bn 49.7 65.2 75.8 74.4 21.0 264 32.2 39.2 44.9 60.2 77.9 90.8 34.3 374 48.9 52.0
Group Rs bn 1.4 1.1 2.1 3.7 0.1 0.2 0.3 0.3 3.9 5.8 7.5 6.1 1.9 3.5 6.3 10.6
APE (Rs bn) Rs bn 51.1 66.3 77.9 78.0 211 26.6 32,5 39.5 48.8 66.0 85.4 96.9 36.2 40.9 55.2 62.6
YoY Growth % 30 18 0 26 22 22 35 29 13 13 35 13
CAGR 3 years % 15 22 25 20
CAGR 5 years % 19 31 24 20
:I‘i‘:é"ess mix- product FY16 FY17 FY18 FY19| FY16 FY17 FY18 FY19| FYl6 FY17 FY18  FY19| FY16 FY17  FY18 FY19
*Total *Total *Total *Total| * Total * Total * Total * Total| * Total * Total * Total * Total|* Total * Total * Total * Total

APE APE APE APE APE APE APE APE APE APE APE APE APE APE APE APE

Individual % 97.1 98.4 97.3 95.3 96.0 97.0 96.0 96.0 87.3 89.5 92.5 93.7| 100.0 89.3 88.4 83.1
PAR % 14.1 9.6 10.9 8.6 58.0 54.0 43.0 39.5 30.7 16.6 24.4 18.7 30.0 31.2 24.8 15.0
Non-PAR % 0.4 1.1 0.5 0.9 9.0 9.0 8.0 9.0 1.2 0.7 0.8 0.4 14.0 8.0 8.0 16.6
ULIP % 80.8 84.1 81.9 79.6 26.0 30.0 41.0 41.5 53.3 70.9 66.5 70.8 56.0 46.4 51.3 45.7
Protection % 1.8 3.6 4.0 6.2 3.0 4.0 4.0 6.0 2.2 1.2 0.7 3.8 NA 3.6 4.4 5.8
Group % 2.9 1.6 2.7 4.7 4.0 3.0 4.0 4.0 12.3 10.5 7.5 6.3 NA 10.7 11.6 16.9
Savings % 2.0 1.3 1.0 1.6 NIL NIL NIL NIL 4.2 5.5 2.8 3.3 NA 6.5 4.7 6.0
Protection % 0.9 0.3 1.7 3.1 4.0 3.0 4.0 4.0 8.1 5.1 4.7 3.0 NA 4.2 6.9 10.9
Total % 100.0 100.0 100.0 100.0f 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0f 100.0 100.0 100.0 100.0
Channel mix (Overall) FY16 FY17 FY18 FY19 FY16 FY17 FY18 FY19 FY16 FY17 FY18 FY19| FY16 FY17 FY18 FY19
*Total *Total *Total *Total| *Ind *Ind *Ind *Ind| * " " *Total *Total *Total *Total

APE APE APE APE APE APE APE APE NBP NBP NBP NBP NBP NBP NBP NBP

Bancassurance % 58.4 57.3 52.3 55.8 68.0 70.0 72.0 69.6 60.3 53.0 62.0 64.0 43.0 52.0 48.0 49.0
Agency % 24.4 23.8 254 21.7 31.0 29.0 27.0 29.8 24.9 22.0 25.0 21.0 40.0 32.0 33.0 26.0
Direct % 8.6 9.8 13.5 12.0 - - - - - - - - 7.0 7.0 10.0 16.0
Brokers and others % 8.6 9.1 8.8 10.6 1.0 1.0 1.0 1.0 14.8 25.0 13.0 15.0 10.0 9.0 9.0 9.0
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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z::‘tcnae::a""e' ICICIB and SCB AXIS, YES, LVB SBI, P&SB, SIB, SYB, ALB HDFCB, RBL, IDFCB, BFL
AUM FY16  FY17  FY18  FY19| FY16  FY17  FY18  FY19| FYle  FYl7  FY18  FY19| FY16  FY17  FY18  FY19
AUM Rsbn| 1,039 1,229 1,395 1,604| 358 444 522 628| 798 977 1,163 1,410 742 917 1,066 1,256
Equity % 46.8 468 470  480| 290 240 220 220 225 232 230 230/ 390 410 390 380
Debt % 532 532 530 520/ 710 760 780 780 775 768 770 770 61.0 590 610 620
Linked % 724 715  69.9 NA| 370 350 330 320/ 550 540 530 490 620 520  57.0 NA
Non-linked % 276 285 301 NA| 630 650 670 680| 450 460 470 510 380 480  43.0 NA
Solvency ratio FY16  FY17  FY18  FY19| FY16  FY17  FY18  FY19| FYleé  FYl7  FY18  FY19| FY16  FY17  FY18  FY19
Solvency % 320 281 252 215 343 309 275 242 212 204 206 213 198 192 192 188
Market Share FY16  FY17  FY18  FY19| FY16  FY17  FY18  FY19| FY16  FY17  FY18  FY19| FY16  FY17  FY18  FY19
Individual NBP % 208 217 208 173 9.9 103 99 101 208 202 208 204| 147 131 147 147
Private Market Share
Individual APE

) % 219 223 209  17.6 9.3 9.2 9.0 96| 188 207 21.8 223| 147 127 133 133
Private Market Share
VNB Margin FY16  FY17  FY18  FY19| FY16  FY17  FY18  FY19| FYleé  FYl7  FY18  FY19| FY16  FY17  FY18  FY19
Margin % 81 101 165  17.0] 179 182 202  21.7| 143 157 184  19.8| 199 223 232 246
Persistency FY16  FY17  FY18  FY19| FY16  FY17  FY18  FY19| FYle  FYl7  FY18  FY19| FY16  FY17  FY18  FY19
13th month % 824 857 878 874 790 800 800  830| 807 811 830 81| 789 809 870 873
25th month % 712 739 788  780| 670 700 720 710 732 739 752  767| 674 733 770 773
37th month % 616 668 689 713| 580 600 620 640 692 674 700 71.4| 601 639 710 713
49th month % 622 593 636 652| 560 550 570 580 769 625 639 664 634 583 620 623
61th month % 460 562 548  57.6| 430 530 530 530/ 538 672 584 572| 501 568 510 513

Source: Company financials and disclosures, HDFC sec Inst Research
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Performance metrics, growth and ratios

Particulars FY18 FY19 FY20E FY21E FY22E
Performance metrics (Rs mn)

NBP 92,118 103,644 123,592 138,118 152,926
APE 77,920 77,990 84,587 93,262 102,688
VNB 12,860 13,280 18,017 20,238 22,591
EV 187,880 216,220 246,998 278,303 312,664
EVOP 36,800 37,990 35,833 40,011 44,794
Rs/share

EPS 11.3 8.0 10.6 12.2 14.6
BV 45.8 47.9 53.1 59.2 66.4
DPS 2.8 1.3 4.4 5.1 6.1
Growth (%)

Premium growth 41.1 14.1 16.4 12.7 11.7
Total income growth 2.8 8.3 17.8 12.1 13.8
Commissions growth 126.3 10.5 19.0 104 10.1
Opex growth 7.5 28.3 21.6 12.7 11.7
PAT growth (1.8) (29.3) 324 15.1 19.7
Performance metrics growth (%)

NBP 17.1 12.5 19.2 11.8 10.7
APE 17.6 0.1 8.5 10.3 10.1
VNB 93.1 33 35.7 12.3 11.6
EV 16.1 15.1 14.2 12.7 12.3
EVOP 60.3 3.2 (5.7) 11.7 12.0
EPS (5.0) (29.3) 324 15.1 19.7
BV 7.2 4.5 11.0 11.4 12.3
DPS (11.6) (52.9) 228.9 15.2 19.8
Expense ratios (%)

Commissions/premium 5.2 5.1 5.2 5.1 5.0
Opex/premium 7.6 8.5 8.9 8.9 8.9
Total expenses/premium 12.8 13.6 14.1 14.0 13.9
Effeciency ratios (%)

RoAA 1.3 0.8 0.9 0.9 0.9
RoE 27.9 17.1 21.0 21.7 23.2
ROEV return 23.4 19.6 17.7 16.2 16.1
Operating RoEV 22.7 20.2 16.6 16.2 16.1
Non-operating RoEV 0.7 (0.6) 1.2 - -

Source: Company, HDFC sec Inst Research
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Profit and Loss Account

ICICI PRUDENTIAL LIFE: RESULTS REVIEW 1QFY20

Balance Sheet

(Rs mn) FY18 FY19  FY20E  FY21E  FY22E (Rs mn) FY18 FY19 FY20E FY21E FY22E

Policyholder Account Source

Total premium earned 268,107 305,783 355,984 401,185 448,304 Share capital 14355 14,358 14,358 14,358 14,358

Incomg from investments and 113315 102,948 128,489 143,669 172,877 Reserve and surplus 51,382 54,353 61,909 70,615 81,048

other income Net worth 65,737 68,711 76,267 84,972 95,406

Transfer from shareholders 753 5,272 3,163 1,898 1,139 Credit/debit balance in fair

e value a/c 3,081 1,712 1,712 1,712 1,712

Total income 382,174 414,003 487,636 546,751 622,320 (i holders' a/c 1,306,111 1,513,451 1,765,036 2,046,770 2,365,123

LT 14033 15513 18458 20,382 22445 s for future appropriation 8,782 10,344 10,603 10,868 11,139

Operating expenses 20,299 26,053 31,679 35701 39,894 y,iayjabilities 1,383,710 1,594,218 1,853,617 2,144,322 2,473,381

Provisions 31 (1) (2) (1) (2) Application

Total expenses 34,363 41,565 50,135 56,082 62,338 . 1oiders' Investments 77,466 79,862 87,839 96,982 107,867

Benefits paid 172,808 142,591 163,098 184,984 214,566 Policyholders' investments 332,889 400,712 ) ) )

Change in valuation of liabilities 154,475 210,030 251,585 281,734 318353  )ccatto cover linked liabilities 975,020 1,109,458 1,761,755 2,043,489 2,361,842

Total 327,283 352,621 414,684 466,718 532,920 Loans 1,451 2,702 2,702 2,702 2,702

Surplus 20,529 19,817 22,817 23,951 27,063 pjyaq assets + DTA 4221 4757 4757 4,757 4,757

Tax 1,201 1,132 1,324 1,390 1,616 Net current assets (7,336)  (3,273)  (3,436) (3,608)  (3,788)

Net surplus 19,328 18,685 21,493 22,562 25,447 Debit balance in P&L i i i i i

Transfer to shareholders account 10,892 10,770 12,897 13,536 15,741 Total Assets 1,383,710 1,594,218 1,853,617 2,144,322 2,473,381
Source: Company, HDFC sec Inst Research

Shareholders account (Rs mn)

Transfer from policyholders' a/c 10,892 10,770 12,897 13,536 15,741

Investment income 7,469 6,536 6,881 7,472 8,240

Other income 50 93 93 93 93

Total income 18,412 17,400 19,871 21,101 24,074

Expenses 420 422 454 488 524

Contribution to policyholders' a/c 753 5,272 3,163 1,898 1,139

Profit before tax 17,239 11,705 16,254 18,715 22,411

Taxes 997 223 1,050 1,210 1,451

PAT 16,242 11,482 15204 17,505 20,960

Source: Company, HDFC sec Inst Research
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HDFC securities

Institutional Equities

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

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

Date CMP Reco Target
6-Jul-18 367 BUY 481
25-Jul-18 386 BUY 484
9-Oct-18 316 BUY 397
24-Oct-18 324 BUY 397
8-Jan-19 320 BUY 378
23-Jan-19 345 BUY 380
9-Apr-19 365 NEU 393
25-Apr-19 363 NEU 400
14-May-19 334 BUY 400
9-Jul-19 381 BUY 407
13-Jul-19 385 NEU 407
25-Jul-19 383 BUY 445
Rating Definitions
BUY : Where the stock is expected to deliver more than 10% returns over the next 12 month period
NEUTRAL : Where the stock is expected to deliver (-)10% to 10% returns over the next 12 month period
SELL : Where the stock is expected to deliver less than (-)10% returns over the next 12 month period
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