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SBI Life Insurance Ltd. Focus on protection business & digitalization to drive profitability
CMP Target Potential Upside Market Cap (INR Cr) Recommendation Sector
INR774 INR 996 29% INR 77,445 BUY Life Insurance

Result Highlights of Q2 FY21:

. GWP rose 71% QoQ/lower by 28% YoY on better new business and improved persistency.

. 13t and 615t month persistency rose 10bps YoY and 340 bps YoY respectively. The persistency was at 85.9% and

. 60.9% respectively.

. Value of new business rose 20% YoY/24% QoQ. The VNB margin rose 70 bps YoY/10 bps QoQ.
. SBI Life reported PAT of INR 300 Cr. up by 131% QoQ. Solvency ratio improved to 245% up 2500 bps YoY/600 bps QoQ.

MARKET DATA KEY FINANCIALS
Shares outs (Cr) 100 Particulars (INR Crores) FY18 FY19 FY20 FY21E FY22E
- Gwp 25,354 32,989 40,635 44,285 49,160
Equit INR 66
quity Cap ( ) 3,003 PAT 1,150 1,327 1,422 1,045 1,294
Mkt Cap (INR Cr) 77,445 EPS (INR/Share) 1.5 13.3 14.2 10.4 12.9
52 Wk H/L (INR) 1,030/519 NBP-APE 8,538 9,702 10,740 10,919 11,976
Volume Avg (3m K) 1521 VNB 1,385 1,720 2,010 2,020 2,215
Face value (INR) 0 VNB Margin (%) 16.2% 17.7% 18.7% 18.5% 18.5%
- EVPS (INR/Share) 191 224 263 303 357
BIoomberg Code SBILife IN Source: Company, KRChoksey Research

SHARE PRICE PERFORMANCE

The business for SBI life improved sequentially and annually, growing 28% YoY/71% QoQ
as business across channels improve. The renewal premium grew 28% YoY/123% QoQ as

1122 persistency across tenure improved materially. The market share rose to 24.5% from
120 23.9% in Q1FY21. The growth was also witnessed from new Banca partnerships. Overall
130 Banca partnership from non SBI is likely to have risen 71% YoY in H1FY20 but was lower
120 25% YoY in the SBI channel and lower by 21% YoY in agency. The agency productivity is
110 likely to have been lower, but it has not undertaken any steps to reduce agency partners
100 in this time.

90

80

70 The change in mix aided an improved VNB margin to 18.8% higher by 70 bps YoY/10 bps

NVRVVRINNNNNNS QL QR Q QoQ. The proportion of benefit in the margin on account of change in mix is 390 bps
©55 :’?’Jg 39585 :’?’Jg g® 55 :’:E?g YoY. The share of ULIP rose 700bps QoQ/100 bps to 55%, whilst the share of protection
and Par remained the same. However, the share of profitable segment within Par and

SBl Life Nifty protection rose aiding the margins. It doesn’t intend to focus on one segment and plans
to expand all products across segments and customers. The offtake in ULIP was
promising with an increase in ticket size and guaranteed products grew strongly, but it
remains cautious on guaranteed product that could increase balance sheet risk.

MARKET INFO

The cost ratio fell to 8.6% from 10.1% last quarter as growth in premium was led by
SENSEX 40,552 renewal. The persistency has improved across products. The 13t month persistency rose
10 bps YoY to 85.9%, 25t month improved 140 bps YoY to 78.8%; 37t month improved by
110 bps YoY to 72.1%; 49" month persistency fell 160 bps YoY to 66.3% and 615t month
persistency improved 340 bps YoY to 60.9%. The improvements are positive, especially
during this time and SBI Life’s higher dependence on agents.

NIFTY 11,889

SHARE HOLDING PATTERN (%)
Particulars Sep-20 Jun-19 Mar-20
Promoters 60.7 60.7 62.80 6 O/ O O/
Flls 25.8 26.1 25.87 5 ° o 5 ° o
Dlls 5.7 5.7 5.74
Others 78 75 5:59 APE CAGR between FY20and ~ VNB CAGR between FY20 and
Total 100 100 100 FY22E FY22E
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SBI Life Insurance Ltd.

Key Concall Highlights

(i) The sales of non-par is slightly subdued in the second quarter as the company is sceptical on the high share of guaranteed
products. Of the non-par saving growing 20%, non-par guaranteed savings has grown 30%.

(ii) It has hedged against guaranteed products with the partly paid bonds and are likely to enter in FRAs.

(iii)There is MoM improvement in agency and banca.

(iv) YONO is a small proportion of total premium. Though number of lives are large, but ticket sizes are smaller. The growth is 58%
on a rated basis in individual premium.

(v) Credit life is same as last year, and individual protection is 58% higher than last year.

(vi) Change in interest rate sensitivity is on account of change in mix.

(vii) It is likely to increase branches into turbo branches in select cities after 4 years

(viii) Improvement is witnessed in upselling both in Banca and agency

(ix) ULIP ticket size is higher than last year. It is not keen on long duration Par products

(x) Pullback on group products is not conscious but LIC’s rates are higher.

(xi) Change in 49t month persistency does not have a material impact.

Valuation and view

The growth in premium and improved persistency is a positive. It is witnessing month on month improvement across channels and
products. We expect the improvement in persistency to lever growth. We expect improvement in agent productivity as well. The
diversified product mix and focus across segments and products is a positive to hedge risks. ULIP too has shown improvement. The
digital focus (through Yono), scope for agent productivity and growth in Banca especially new partners is likely to improve
efficiency. We apply a 2.8x P/EV on FY21E EVPS of INR 357 and a VNB multiple of 29x on FY21E to arrive at a weighted average TP
of INR 996 per share for SBI Life (50:50 weights on the P-EV and appraisal value methodology); indicating a 29% upside to CMP. We
reiterate a “BUY” on the shares of SBI Life.

Product mix (%): ULIPs gained traction. Though focus is Channel mix on APE basis (%)
on all segments Banca regained share
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Market Share among private insurers (%): Healthy VNB and VNB margin (%) (RHS): Steady
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SBI Life Insurance Ltd.

KEY FINANCIALS

Exhibit 1: Revenue Account/Policy Holder’s Account

Particulars (Crore INR) FY18 FY19 FY20 FY21E FY22E
Revenue Account / Policyholders' Account
Gross premiums 25,354 32,989 40,635 44,285 49,160
Reinsurance ceded 194 99 31 389 431
Net premiums 25,160 32,890 40,324 43,897 48,729
Net income from investments 8,600 11,371 3,519 11,677 11,229
Total income 33,761 44,261 43,843 55,574 59,958
Commission expenses 1,121 1,377 1,625 1,771 1,966
Operating expenses 1,719 2,093 2,413 3,100 3,441
Service tax on linked charges 348 454 554 642 642
Operating profit 30,573 40,337 39,251 50,060 53,908
Benefits paid (net) 1,677 15,294 16,251 21,948 21,928
Interim Bonuses Paid 35 o] o] 84 84
Change in reserves 17,595 23,592 20,605 26,180 29,761
Provisions 243 365 501 462 534
Surplus/(Deficit) 1,023 1,087 1,895 1,386 1,602
Source: Company, KRChoksey Research

Exhibit 2: Premium Schedule

Particulars (Crore INR) FY18 FY19 FY20 FY21E FY22E
First year premiums 8,139 9,057 9,829 10,222 1,244
Single premiums 2,827 4,735 6,764 6,967 7,315
New business premium (NBP) 10,966 13,792 16,592 17,189 18,559
NBP growth (%) 8% 26% 20% 4% 8%
Renewal premiums 14,388 19,197 24,042 27,097 30,601
Renewal premiums growth (%) 32% 33% 25% 13% 13%
Total premiums 25,354 32,989 40,635 44,285 49,160
Total premium growth (%) 21% 30% 23% 9% 1%
NBP - APE 8,538 9,702 10,740 10,919 11,976
NBP - APE growth (%) 27% 14% 1% 2% 10%
Source: Company, KRChoksey Research

Exhibit 3: Profit & Loss Account/Shareholder’s Account

Particulars (Crore INR) FY18 FY19 FY20 FY21E FY22E
Profit & Loss Account / Shareholders' Account

Transfer from Technical account 829 999 1,463 986 1,352
Income from investments & other income 464 519 483 731 750
Total income 1,293 1,518 1,946 1,716 2,101
Total expenses 108 145 533 639 767
PBT 1,184 1,373 1,414 1,077 1,334
Provision for tax 34 46 -9 32 40
PAT 1,150 1,327 1,422 1,045 1,294
Source: Company, KRChoksey Research
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SBI Life Insurance Ltd.

Exhibit 4: Balance Sheet
Particulars (INR Cr) FY18 FY19 FY20 FY21E FY22E

Sources of funds

Share capital 1,000 1,000 1,000 1,000 1,000
Reserves and surplus 5,374 6,460 7,884 8,762 9,849
Fair value change account - net 153 16 -141 200 200
Shareholders' fund 6,528 7,576 8,743 9,962 11,049
Liabilities (Policyholder's Funds)

Fair value change account - net 943 1,056 -1,587 -1,859 -2,176
Policy liabilities 55,556 64,954 76,123 89,140 1,04,383
Provision for linked liabilities 49,558 60,592 76,301 89,348 1,04,627
Credit/[debit] fair value change account 3,105 5,161 -2,861 -3,350 -3,922
Discontinued due to non-payment of premium 2,272 3,376 5,125 6,002 7,028
Sub-Total 1,11,434 1,35,140 1,53,101 1,79,281 2,09,042
Funds for future Appropriations 193 282 714 100 100
Total Sources of Funds 1,18,156 1,42,998 1,62,558 1,89,343 2,20,191
Application of Funds

Investments

- Shareholders' 5,014 5,723 6,828 7,784 8,874

- Policyholders' 54,486 64,472 73,420 85,901 1,00,505
Asset held to cover linked liabilities 54,936 69,129 78,565 91,921 1,07,548
Loans 171 173 364 364 364
Fixed assets - net block 581 595 581 581 581
Net current assets 2,968 2,905 2,799 2,791 2,319
Total Applications of Funds 1,18,156 1,42,998 1,62,558 1,89,343 2,20,191

Source: Company, KRChoksey Research

EV Calculation (INRCr) FY18 FY19 FY20 FY21E FY22E
Opening EV 16,539 19,071 22,405 26,285 30,342
Unwind 1,406 1,621 1,900 2,234 2,427
VNB (or NBAP) 1,385 1,720 2,010 2,020 2,215
Operating variance 163 -16 670 370 570
EV Operating Profit (EVOP) 2,954 3,325 4,580 4,624 5,213
Non-operating variance -181 250 -700 -400 300
EV Profit 2,773 3,575 3,880 4,224 5,513
Net capital injection 241 241 (o] -167 -207
Closing EV 19,071 22,405 26,285 30,342 35,648

Source: Company, KRChoksey Research

Key Financials (INR Cr.) FY18 FY19 FY20 FY21E FY22E
Total premium 25,354 32,989 40,635 44,285 49,160
Net premium earned 25,160 32,890 40,324 43,897 48,729
NBP-APE 8,538 9,702 10,740 10,919 11,976
Combined ratio (%) 1.2% 10.5% 9.9% 8.0% 8.0%
Surplus/(Deficit) 1,023 1,087 1,895 1,386 1,602
VNB margin (%) 16.2% 17.7% 18.7% 18.5% 18.5%
PAT 1,150 1,327 1,422 1,045 1,294
EPS (INR) 1.5 13.3 14.2 10.4 12.9
EVPS (INR) 190.7 224.1 262.9 303.4 356.5
ROEV (%) 17.9% 17.4% 20.4% 17.6% 17.2%
ROE (%) 19.0% 18.8% 17.4% 1.2% 12.3%

Source: Company, KRChoksey Research
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SBI Life Insurance Ltd.

27-Oct-20 774 996 BUY

24-5ep-20 833 996 BUY Buy More than 15%
24-July-20 859 996 BUY Accumulate 5% — 15%
06-May-20 1 86 BUY

Y 3 / Hold 0-5%

24-Jan-20 986 1,139 BUY

17-Oct-19 877 1,027 BUY Reduce -5%—0
16-ept-19 798 272 BUY sell Less than — 5%

ANALYST CERTIFICATION:

I, Parvati Rai (MBA-Finance, M.com), Head Research, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
my views about the subject issuer(s) or securities. | 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:

KRChoksey Shares and Securities Pvt. Ltd (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited.
KRCSSPL s a registered Research Entity vides SEBI Registration No. INH000001295 under SEBI (Research Analyst) Regulations, 2014.

We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.

KRCSSPL 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 analyst covers.
The information and opinions in this report have been prepared by KRCSSPL 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 KRCSSPL. While we would endeavor to update the information herein on a reasonable basis, KRCSSPL is not under any obligation
to update the information. Also, there may be regulatory, compliance or other reasons that may prevent KRCSSPL 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 KRCSSPL policies, in circumstances where KRCSSPL 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. KRCSSPL 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. KRCSSPL 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. Our employees in sales and
marketing team, dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed
herein, .In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

Associates (Group Companies) of KRCSSPL might have received any commission/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 brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report.
KRCSSPL 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 KRCSSPL nor Research Analysts have any material conflict of interest at the time of publication of this report.

It is confirmed that, Parvati Rai (MBA-Finance, M.com), Head Research 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 brokerage service transactions.

KRCSSPL or its associates (Group Companies) collectively or its research analyst do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately
preceding the date of publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research
analyst.

It is confirmed that, Parvati Rai (MBA-Finance, M.com), Head Research do not serve as an officer, director or employee of the companies mentioned in the report.

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 KRCSSPL 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 them of and to observe such restriction.
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