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July 22, 2020 

CMP: | 865    Target: | 1000 (16%)     Target Period:  12 months  

SBI Life Insurance (SBILIF) 

 BUY 

 

Optimising product mix, volume to drive earnings 

Pace of premium accretion witnessed a revival sequentially though YoY it 

remained moderate. Recovery in equities and increase in yields led to robust 

investment gains partially offset by change in actuarial liability, led to higher 

than expected surplus and earnings. 

Premium growth witnessed a revival at ~14% YoY to | 7588 crore, led by 

higher traction in renewal and single premium. Accretion in new business 

premium came a tad lower YoY at | 3059 crore but was still better given the 

current scenario. Growth in renewal premium continued to remain healthy 

at ~30% YoY to | 4584 crore, conservation ratio at 88%. Within NBP, 

traction in individual business remained moderate at | 1260 crore in Q1FY21 

vs. | 1760 crore in Q1FY20, primarily led by a decline in unit linked products. 

Traction in protection business tapered at | 290 crore vs. | 440 crore in 

Q1FY20, with proportion of NBP mix declining to 10% vs. 12.5% in FY20. 

Moderation in accretion of new business kept commission and overall opex 

was lower at ~3% YoY to | 771 crore (opex ratio at 7.2%). Healthy renewals 

and strong investment income provided a boost to the topline. Post 

adjusting decline in interest rates, policyholder surplus was higher than our 

estimate at | 610 crore. Such high surplus led to better-than-expected 

earnings at | 391 crore. Revival in equities led to improvement in solvency 

ratio at 2.4x. AUM saw a revival in Q1FY21 at 19.3% YoY to | 175350 crore. 

Volume to offset VNB margin pressure amid competitive 

pricing 

In the wake of rising reinsurance rates, the management seeks to keep 

premium rates competitive, which could pressurise VNB margins. However, 

anticipated growth in business volume is expected to offset margin pressure 

and drive earnings. Premium accretion is seen at ~16% CAGR in FY21-22E, 

to | 54848 crore. In the current scenario, lower margin business including 

annuity and guaranteed products are expected to witness traction ahead. 

With expected rise in customer appetite, individual protection business (high 

margin business) is expected to play a crucial role as credit protect business 

is expected to stay under pressure, given decline in loan disbursement. 

Consequently, VNB margins are expected at ~18% in FY21-22E. 

Valuation & Outlook 

Increase in customer appetite towards protection products amid Covid 

provides potential for long term business growth. Competitive pricing, focus 

on protection business, excellent operating efficiency remain key drivers. 

Steady persistency, strong banca partnership and focus on improving digital 

footprint is seen supporting growth and earnings. We expect business 

growth at ~16% CAGR and VNB margins at ~18% in FY21-22E. We continue 

to prefer businesses having lower balance sheet (unlike banks) and healthy 

fundamentals. We remain structurally positive on the stock. Hence, we 

maintain BUY on the stock with a revised target price of | 1000/share (earlier 

| 850) valuing the stock at 2.9x FY22E EV (~| 34500 crore in FY22E). 

  

 

Key Financial Summary 

 

s 

 

 

 

 

 

 

s 

 

 

 

 

 

 

 

 

 

 

 

 

(| C ro re) F Y18 F Y19 F Y20 F Y21E F Y22E C AG R  (F Y20-22E )

New business premium 12673.7 14855.4 18071.4 19775.9 22283.2 11%

AP E 8540.0 9530.7 10505.2 12926.6 14574.9 18%

Tota l premium 26861.8 32745.5 40334.4 47503.3 54848.0 17%

P AT 2852.7 1335.8 1423.0 1620.3 1983.7 18%

E V 18726.1 22077.6 26290.0 30120.0 34504.6 15%

P /E  (x) 20.0 42.7 40.1 35.2 28.7

P /B V  (x) 7.2 6.5 5.8 5.1 4.5

P /IE V  (x) 3.0 2.6 2.2 1.9 1.7

R oE V  (% ) 17.8 17.8 17.5 15.5 15.6
 

 

 

 

 

 

Source: Company, ICICI Direct Research 

 

Particulars 
 

P articu lars Am o u n t

Marke t C apita lisa tion | 88828.5 crore

E V  (F Y20) |  26471.2 crore

AUM (Q 1F Y21) | 175350 crore

V NB  margin (F Y20) 17.3%

52 week H /L 1030/520

Net worth | 8442 crore

F ace  va lue | 10

D II ho ld ing (% ) 7.0

F II ho ld ing (% ) 26.2  
 

Key Highlights 

 Premium accretion witness gradual 

improvement; though remain 

moderate YoY  

 Higher business volume to offset 

pressure on VNB margin amid 

competitive pricing 

 Maintain BUY recommendation with 

revised target price of | 1000 
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Exhibit 1: Variance Analysis 

Q 1F Y21 Q 1F Y21E Q 1F Y20 Yo Y (% ) Q 4F Y20 Q o Q  (% ) C o m m en ts

F irst Yea r P remium 1,085.8 1,198.9 1,644.4 -34.0 2,522.2 -57.0
B usiness growth modera tion amid lockdown in 

the  peak pe riod

R enewa l P remium 4,584.4 4,354.8 3,540.0 29.5 8,131.9 -43.6 C onserva tion ra tio  increased to  88%

S ingle  P remium 1,972.8 1,798.0 1,510.1 30.6 1,283.2 53.7
Traction in protection product continued a t 

hea lthy pace  primarily from group business

Net P rem iu m  in co m e 7,588 7,052 6,655 14.0 11,863 -36.0

Income from Investments 8,582.8 3,086.1 2,977.3 188.3 -6,677.2 -228.5
R ecovery in equities & decline  in yie ld led to  

strong investment income

Tota l revenue 16,178.1 10,158 9,643.5 67.8 5,674.9 185.1

C ommission 225.4 253.9 249.4 -9.6 453.4 -50.3

O pera ting expenses 545.7 479.5 498.0 9.6 726.5 -24.9

Management E xpenses 771.1 733.4 747.4 3.2 1,179.9 -34.6
C ontinued focus kept e fficiency ra tio  steady a t 

10%

B ene fits pa id 2,852.8 2,820.8 2,860.5 -0.3 3,960.1 -28.0

C hange  in Actua ria l L iability 11,692.1 6,103.9 5,449.7 114.5 -405.3 -2,984.7
Acturia l liab ility adjusted for reduction in 

inte rest ra te

Tota l E xpenses 15,568.3 9,929.7 9,365.9 66.2 5,015.7 210.4

S u rp lu s / (d eficit) 609.8 228.5 277.6 119.6 659.2 -7.5
Investment income offse t by adjustment in 

acturia l liab ility, surp lus came in hea lthy

Transfe r to  S H 's A/c 282.2 168.5 215.5 31.0 920.9 -69.4

Transfe r to  S H 's A/c 282.2 168.5 215.5 31.0 920.9 -69.4

Investment income 94.9 150.9 171.3 -44.6 -11.5 -926.5

P rofit/ (loss) be fore  tax 387.7 305.3 377.9 2.6 521.6 -25.7

P AT 390.9 290.1 371.9 5.1 530.7 -26.3
Hea lthy renewa ls and strong investment 

income led to  ea rnings ahead of estimate

K ey  Metrics

NB P 3,058.6 2,997.0 3,154.5 -3.0 3,805.4 -19.6 AUM revived with recovery in marke ts

AUM 1,75,350 1,64,591 1,46,950 19.3 1,60,360 9.3

IE V * NA NA 16,540 NA 26,290.0 NA
 

 

 

Source: Company, ICICI Direct Research  

Exhibit 2: Change in estimates 

(| C rore ) O ld New %  C hange O ld New %  C hange

P remiums ea rned - Net 45,683 47,503 4.0 53282 54,848 2.9

Tota l 52,275 52,547 0.5 64871 60,704 -6.4

Transfe r to  S hareholde rs' account 1,082 1,283 18.7 1210 1,607 32.8

P AT 1,353 1,620 19.8 1597 1,984 24.3

E V 301 301 0.1 344 345 0.2

F Y21E F Y22E

 
 

 

Source: Company, ICICI Direct Research 

Exhibit 3: Assumption 

F Y19 F Y20 F Y21E F Y22E F Y21E F Y22E

NB P  growth 8.8 20.3 19.2 12.7 7.5 14.1

AUM growth 20.4 14.2 16.2 16.0 17.0 18.5

E V  G rowth 15.8 19.1 14.6 14.6 14.5 14.4

C omission ra tio 4.1 3.6 3.6 3.6 3.8 3.9

V NB  Margin 17.7 20.7 18.0 18.0 17.2 17.2

C onserva tion ra tio 85.2 85.1 82.9 81.9 83.3 81.3

O peara ting R oE V 17.8 17.5 15.5 15.6 15.2 15.2

E arlierC u rren t

 
 

 

Source: Company, ICICI Direct Research 
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Story in Charts 

Exhibit 4: Moderation in individual APE in Q1FY21 
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Source: Company, ICICI Direct Research 

Exhibit 5: Focus on efficiency leads to steady opex ratio 
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Source: Company, ICICI Direct Research 

 

Exhibit 6: Change in product mix enables high VNB margins 
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Source: Company, ICICI Direct Research 

 

Exhibit 7: Higher surplus due to healthy topline & investments 
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Source: Company, ICICI Direct Research 

 

Exhibit 8: …expect ~14% CAGR in PH surplus in FY20-22E 
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Source: Company, ICICI Direct Research 

 

Exhibit 9: Moderation in persistency ratio  

Pers is iten cy ratio  % Q 3F Y19 Q 4F Y19 Q 1F Y20 Q 2F Y20 Q 3F Y20 Q 4F Y20 Q 1F Y21

13th Month 80.01 84.48 84.46 83.13 82.46 84.29 81.55

37th Month 67.42 75.8 70.57 75.91 75.46 70.13 68.88

61th Month 56.24 69.24 56.27 59.55 61.06 59.44 63.14  
 

Source: Company, ICICI Direct Research 
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Exhibit 10: Investment growth expected at ~16% CAGR in FY20-22E 

F Y19 Q 1F Y20 Q 2F Y20 Q 3F Y20 F Y20 Q 1F Y21 F Y21E F Y22E

S hareholders’ investments 7031 6900 6909 6993 7924 8083 8940 9548

P H F und E xcl. L inked Assets 66496 66091 69190 73411 75159 77695 86690 100060

Assets he ld to cover linked liabilities 65821 72311 76932 82064 76072 87868 89374 104991

Tota l Investments 139348 145302 153031 162469 159155 173645 185004 214599
 

 

 

 

Source: Company, ICICI Direct Research 

 

Exhibit 11: Incremental NBP to propel EV growth 
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Source: Company, ICICI Direct Research 

 

Exhibit 12: Healthy premium growth to lead RoE at ~16% 
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Source: Company, ICICI Direct Research 

 

 

Exhibit 13: Shareholding pattern 

Ju n -19 S ep -19 D ec-19 Mar-20 Ju n -20

P romoter 67.3 62.8 62.8 62.8 60.7

F II 19.4 23.7 27.5 25.9 26.2

D II 6.2 6.9 4.4 5.7 7.0

O thers 7.1 6.6 5.3 5.59 6.13
 

 

Source: Company, ICICI Direct Research 

 

 

Exhibit 14: Price chart 

                                 
 

Source: Company, ICICI Direct Research 
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Financial summary 

Exhibit 15: Policyholders account 

(| C ro re) F Y18 F Y19 F Y20 F Y21E F Y22E

P remiums ea rned - Net 26861.8 32745.5 40334.4 47503.3 54848.0

Income from Investments 8456.3 11242.0 2997.0 4909.4 5716.7

O ther income 68.6 63.8 70.2 91.3 100.4

C ontribution from the  S ha reholde rs' account 75.6 98.9 47.6 42.8 38.6

Tota l 35462.2 44150.3 43449.2 52546.8 60703.7

C ommission 1120.9 1346.4 1477.8 1722.5 2015.2

O pera ting expenses 1718.8 2123.5 2592.0 2967.1 3315.4

B ene fits pa id (Net) 11712.0 15293.8 16215.0 19401.2 22183.4

C hange  in va lua tion of po licy liabilities 17595.0 23591.7 20605.0 25600.7 29868.9

O thers 5.5 6.6 7.9 8.6 8.0

P rovision for tax 585.2 812.3 1059.9 1213.3 1355.7

S urplus/(de ficit) a fte r tax 2724.9 976.0 1491.6 1633.4 1957.1

Transfe r to  S ha reholde rs' account 2531.4 887.9 1059.6 1283.4 1607.1  
 

 

Source: Company, ICICI Direct Research 

Exhibit 16: Shareholders account 

(| C ro re) F Y18 F Y19 F Y20 F Y21E F Y22E

Amounts transfe rred from P olicyholde rs' account 2531.4 887.9 1059.6 1283.4 1607.1

Income from investments 462.7 623.1 490.7 522.5 587.9

Tota l 2994.135 1510.971 1550.259 1805.932 2195.023

E xpenses othe r than insurance 31.7 45.9 70.0 84.0 100.8

C ontribution to  P o licyholde rs' account 75.6 98.9 47.6 42.8 38.6

O thers 7.4 15.9 15.9 15.9 15.9

P rofit be fore  Tax 2886.8 1366.1 1432.7 1679.1 2055.7

P rovision for tax 34.1 46.3 -9.0 58.8 71.9

P AT 2852.742 1319.832 1441.659 1620.324 1983.718  
 

 

Source: Company, ICICI Direct Research 

Exhibit 17: Balance Sheet 

(| C ro re) F Y18 F Y19 F Y20 F Y21E F Y22E

S ources of F unds

S hare  capita l 1000 1000 1000 1000 1000

R eserve  and surplus 6722 7769 8885 10155 11710

C redit/[debit] fa ir va lue  change  account 153 20 20 20 20

Netwo rth 7875 8789 9905 11175 12731

P o licyh o ld ers ' fu n d s 111434 138095 157733 183334 213203

Tota l L iabilities 119503 147166 168352 195573 227347

Applica tions of F unds

S hareholde rs’ investments 6300 7031 7924 8940 9548

P olicyholde rs’ investments 54484 66496 75159 86690 100060

Asset he ld to  cover linked liabilities 54936 65821 76072 89374 104991

L oans 171 188 212 240 271

F ixed asse ts - ne t b lock 581 663 755 861 982

Net current asse ts 3030 6967 8229 9468 11494

Tota l Asse ts 119503 147166 168352 195573 227347  

Source: Company, ICICI Direct Research 
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Exhibit 18: Key ratios 

(Year-en d  March ) F Y18 F Y19 F Y20 F Y21E F Y22E

V a lua tion

No. of E quity S ha res (C rore ) 100.0 100.0 100.0 100.0 100.0

D iluted E P S  (|) 28.5 13.4 14.2 16.2 19.8

D P S  (|) 5.0 2.4 2.6 2.9 3.6

B V  (|) 78.8 87.9 99.0 111.8 127.3

E V  pe r sha re 191 221 263 301 345

P /E 20.0 42.7 40.1 35.2 28.7

P /B V 7.2 6.5 5.8 5.1 4.5

P /IE V 3.0 2.6 2.2 1.9 1.7

E fficiency R a tios (% )

C ommission expenses as a  %  of G ross 

P remium
4.1 4.1 3.6 3.6 3.6

Management expenses incl commission as a  %  of G ross P remium10.5 10.5 10.0 9.8 9.6

R eturn R a tios and capita l (% )

R eturn on Net worth 42.5 16.0 15.2 15.4 16.6

O peara ting R oE V 17.8 17.8 17.5 15.5 15.6

S olvency R a tio 200 195 200 200 200

K ey R a tios (% )

C onserva tion R a tio 84.2 85.2 85.1 82.9 81.9

V NB  Margin 16.2 17.7 20.7 18.0 18.0

S urrender R a tio 5.3 5.6 4.7 4.9 4.8

B ene fits pa id as a  %  of O pening L iability 12.5 13.7 11.7 12.2 12.0

NB P  (proportion % )

Traditiona l 47.6 48.8 55.1 52.5 53.8

L inked 52.4 51.2 44.9 47.5 46.2
 

 

Source: Company, ICICI Direct Research 

Exhibit 19: Key parameters 

(Year-en d  March ) F Y18E F Y19 F Y20 F Y21E F Y22E

NB P 12673.717 13791.94 16592.5 19775.869 22283.158

G rowth (% ) 24.9 8.8 20.3 19.2 12.7

L inked 6639.9 8129.7 8927.4 9384.7 10305.7

G rowth (% ) 29.6 22.4 9.8 5.1 9.8

Non L inked 6033.8 6725.6 9144.0 10391.2 11977.5

G rowth (% ) 20.2 11.5 36.0 13.6 15.3

AP E 8540.0 9530.7 10505.2 12926.6 14574.9

G rowth (% ) 29.4 11.6 10.2 23.0 12.8

V NB 1390.0 1720.0 2220.0 2326.8 2623.5

G rowth (% ) 34.1 23.7 29.1 4.8 12.8

E V 19070.0 22077.6 26290.0 30120.0 34504.6

G rowth (% ) 15.3 15.8 19.1 14.6 14.6

AUM 115720.7 139348.0 159154.6 185003.7 214599.2

G rowth (% ) 20.8 20.4 14.2 16.2 16.0

P H  F unds 109420.4 132316.6 151230.7 176063.5 205051.4

G rowth (% ) 19.5 20.9 14.3 16.4 16.5

S H  F unds 6300.3 7031.4 7923.9 8940.1 9547.8

G rowth (% ) 46.671054 11.604308 12.693207 12.825388 6.7970749
 

 

 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 
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ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 
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Terms & conditions and other disclosures: 
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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 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.  

 

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.  

 

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. 

 


