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Y/e March FY20 FY21E FY22E FY23E
NetPremiums 4 54 518 1,79,290 2,06,289 2,37,210
(Rs m)

- Growth (%) 111 119 151 150
Surplus / Deficit 14511 17373 13288 15,398
(Rs m)

PAT (Rs m) 6,991 7,509 8147 8829
- Growth (%) 256 74 85 84
EPS (Rs) 36 39 42 46
Emb. Value

P 99.8 1227 1442 169.9
NBP Margin (%)

et ovorsun 216 262 265  26.8
ROE (%) 246 513 503  49.2
iz Fosy 203 214 202 200
& . . . .
ROEV (%) 167 274 213 210
Dividend yield (%) ~ 27.0 270 281  28.1
Price/EV (x) 2.9 2.4 2.0 1.7
Ap. Value/EV (x) 3.4 31 2.9 2.8

Key Data MAXI.BO | MAXF IN
52-W High / Low Rs.935/ Rs.276
Sensex / Nifty 39,614 /11,642
Market Cap Rs.294.3bn/ $ 4,068.6m
Shares Outstanding 345.1m
3M Avg. Daily Value Rs.1,516.3m
Shareholding Pattern (%)
Promoter’s 17.26
Foreign 19.70
Domestic Institution 50.85
Public & Others 12.18
Promoter Pledge (Rs bn) 44.32
Stock Performance (%)

M 6M 12M
Absolute 22.1 36.9 43.7
Relative 18.8 8.7 19.0
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Max Financial Services (MAXF IN)

Rating: ACCUMULATE | CMP: Rs853 | TP: Rs995

A clearer path with hurdles behind

Quick Pointers:

" IRDAI approves Axis Bank & its subsidiaries to acquire 12% stake in Max Life
with right to increase by additional 7%.

" Deal uncertainty ends on distribution given that Axis bank has been strong
driver of growth

Max Financial Services got a much awaited regulatory approval for
acquisition of stake in Max Life by Axis Bank and its capital market
subsidiaries. Axis bank & subs will together acquire 12% stake and have a
right to acquire additional 7% stake over one or more tranches which it
intends to do over next few years. Deal approval ends uncertainty on Axis &
Max Life partnership, which has been a major driver of growth. Max Life has
consistently delivered on APE growth throughout the pandemic led by
protection & non-par savings mix improvement coupled with sharp VNB rise
of 37% YoY in 9MFY21 with near to industry leading margins of ~26%. We
believe there is further room for improving protection mix (16% currently)
with higher retail share (10% currently) and gradually move towards long term
margins of 26-28%. We eliminate regulatory risk discount while we retain
holdco discount of 10% (from 25%). We increase VNB/VNB margins and
growth estimate leading to increase in multiple to 2.8x (from 2.4x) FY23E EV
with revised TP of Rs995 (from Rs760). Retain Accumulate.

® Banca has been a strong pillar for Max Life — Max Life’s APE growth has
been supported by 26% YoY in 9MFY21 and 15-20% over FY18-FY21 in APE
sales by Axis Bank partnership. Overall bancassurance contribution has
moved to ~70% in 9MFY21 from 65-66% in FY20 with Axis contribution being
+50% in overall contribution, making it a preferred partner and an important
pillar for growth. Strong growth for Max Life has led to improvement of market
share in overall industry APE to 5.2% in 10MFY21 from 4.6% in FY20 and sub
10% within private players from 9% in FY20 with similar market share gains in
individual APE.

" What’s ahead: Most of the hurdles have got eliminated over last few years’
post-merger with HDLI not going through. MAXF has already reduced
complexity with Mitsui Sumitomo’s stake in Max Life was swapped with listed
entity Max Financial, while Axis entities have got approval to acquire and hold
20% stake in Max Life which reduces uncertainty on distribution. Only
impending hurdle is to create value for MAXF shareholders with listing of Max
Life which could be achieved through reverse merger with listed entity and
eliminate holding company. Although we believe it is some time away, while
Max Life could focus on new growth areas & partnerships, improve on its
proprietary channels especially agency to diversify its sourcing mix.

" Max Financial had a strong re-rating journey — With combination of strong
improvement in operating performance of life insurance business, reducing
complexity on holding structure and promoters action by reducing pledge has
led to re-rating in Max Financial in last three years as well as improved Max
Life valuation from 1.8x EV to 2.8x EV (trades at 2.6x EV currently). We believe,
strong growth of 15% over FY21-FY25 and structural margins of 25% with long
term margins moving to 28-30% has room for multiples to trade at 3x EV on
back of strong display of growth, industry leading margins & RoEV of 20%.
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Max Financial Services

Exhibit 1: Product mix towards Non Par & Protection products
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Exhibit 2: Banca has consistent share in sourcing mix
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Source: Company, PL

Exhibit 3: Max Life has seen strong upward margin trajectory
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Exhibit 4: Persistency ratios remains stable on 13" month but 615t month
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Exhibit 5: Increasing estimates, margins and lower Holdco discount to 10%

Earnings Estimates Old Revised % Change
Changes (Rsbn)  Fy21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E
APE 442 501 56.1 465 534 622 53 66 109
VNB 103 119 136 122 142 166 179 194 225
VNB Margin (%) 234 237 242 262 265 268 28 28 25
EV 1147 131.8 151.1 122.7 1442 1699 7.0 95 124
Price target (Rs) 760 995 30.9
Recommendation ACCUMULATE ACCUMULATE

Source: PL

Exhibit 6: We raise our TP to Rs 995 (from Rs760) based on 2.8x Mar-23 EV

PT calculation and upside

Op RoEV 18.2%
CoE 13.2%
G 5.0%
Embedded value 169
Price / Embedded value 2.8
Appraisal Value 470
Valuation per share of Max Life 1,105
Number of shares of Max Fin Services, mn 81%
Valuation per share for Max Fin Services post Holdco Discount of 10% 995
CMP 853
Upside (%) 16%
Source: Company, PL
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Exhibit 7: Key Metrics and EV movement

Rs bn FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
APE 18.3 19.7 21.1 26.6 33.1 40.0 42.4 46.5 53.4 62.2
YoY growth (%) 17.1 7.2 7.4 25.7 20.3 21.0 5.9 9.8 14.7 16.5
NBV 24 4.2 3.9 5.0 6.6 8.2 9.0 12.2 14.2 16.6
YoY growth (%) 21.2 76.3 (8.5) 29.0 315 25.5 9.0 36.0 16.1 175
EV Movement

Opening IEV 37.6 44.0 52.3 56.2 65.9 75.1 89.4 99.8 122.7 144.2
New Business Value, post-overrun 2.4 4.2 3.9 5.0 6.6 8.2 9.0 12.2 14.2 16.6
EVOP 5.1 12.4 8.2 12.9 13.6 16.5 18.1 21.4 24.8 28.9
Dividend payout 3.1 2.4 4.4 3.2 -3.9 -6.0 -4.6 -4.4 -4.6 -4.6
Closing EV 39.5 52.3 56.2 65.9 75.1 89.4 99.8 122.7 144.2 169.9
Adjusted Net worth 19.3 21.2 20.8 24.0 24.8 24.0 25.5 28.5 32.1 36.3
Value in force (VIF) 20.2 31.2 354 41.9 50.3 65.4 74.3 83.5 94.1 106.3
Ratios (%)

NBAP margins 13.1 21.3 17.9 18.8 20.2 21.7 21.6 26.2 26.5 26.8
RoEV 13.5 28.1 15.7 23.0 19.9 27.0 16.7 27.4 21.3 21.0
Operating ROEV 15.6 223 17.0 19.9 20.6 21.9 20.3 21.4 20.2 20.0
Source: Company, PL
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Technical account (Rs m)

Balance sheet (Rs m)

Y/e Mar FY20 FY21E FY22E FY23E
Y/e Mar FY20 FY21E FY22E FY23E ] q
Sources of Fun
Gross Prem|umsd ) 1,61,836 1,81,101 2,08,373 2,39,606 Share Capital 10.188 10.188 10.188 10.188
Reinsurance Cede: 1,618 1,811 2,084 2,396
Reserves And Surplus 10,148 13,244 16,785 21,009
Net Premiums 1,60,218 1,79,290 2,06,289 2,37,210 . N
Policy Liabilities 4,42,923 5,13,213 5,90,175 7,79,907
Other Income 484 532 586 644
Prov. for Linked Liab. 2,27,820 2,77,941 3,39,088 3,39,088
Total income 2,09,658 2,42,522 2,81,914 3,39,041
Funds For Future App. 27,149 31,972 37,566 43,960
Commission 13,756 15,394 17,712 20,367 L
) Current liabilities & prov. 25,738 28,312 31,143 31,143
Operating expenses 21,039 23,543 27,088 31,149 Total 7.77.038 917,541 10.81,746 12.82,005
Prov for doubtful debts - - - - s
Application of Funds
Operating Profit 1,74,863 2,03,585 2,37,114 2,87,526 .
Shareholders’ inv 31,226 27,693 23,442 17,561
Prov for Tax 1,049 1,222 1,423 1,725
X i Policyholders’ inv 4,70,382 5,59,167 6,60,519 8,66,749
Benefits Paid (Net) 54,489 60,975 70,156 80,671
Assets to cover linked liab. 2,42,315 2,95,625 3,60,662 3,60,662
Chg in reserves 1,09,114  1,30016 152,246 189,732 SSets 1o covertinked
Surplus / Deficit 10,211 11,373 13,288 15,308  Loans 3592 3,951 4,346 4,346
Fixed Assets 2,113 2,325 2,557 2,557
Shareholder's a/c (Rs m) Current assets 27,410 28,781 30,220 30,220
otal 77, 17, ,81, 182,
/e Mar Fv20 FY21E FY22e FY23E  Total 7,77,038 917541 1081746  12,82,095
Transfer from technical a/c 5,561 6,549 7,694 9,004 Operating ratios
Income From Investments 2,989 2,651 2,301 1,845 Yle Mar FY20 FY21E FY22E FY23E
Total Income 8,549 9,200 9,995 10,849 Investment yield (%) 7.5% 8.0% 8.0% 9.0%
Other expenses 291 328 371 419 Commissions / GWP 8.5% 8.5% 8.5% 8.5%
Contribution to technical a/c 130 140 152 164 - first year premiums 17.9% 21.4% 21.4% 21.1%
Total Expenses 421 469 523 583 - renewal premiums 2.6% 4.7% 4.7% 4.7%
PBT 8,129 8,731 9,473 10,266 - single premiums 1.1% 0.2% 0.2% 0.2%
Prov for Tax 1,138 1,222 1,326 1,437 Operating expenses / GWP 13.0% 13.0% 13.0% 13.0%
PAT 6,991 7,509 8,147 8,829 Total expense ratio 21.5% 21.5% 21.5% 21.5%
Claims / NWP 34.0% 34.0% 34.0% 34.0%
1 0,
Premium (Rs m) & growth (%) Solvency margin 438% 393% 360% 335%
Yle Mar FY20 FY21E FY22E FY23E Persistency ratios (%)
New business prem - unwtd 55,835 59,185 68,063 78,272 Y/e Mar FY20 FY21E FY22E FY23E
New business prem - APE 42,380 46,527 53,385 62,219 13th Month 81.3% 81.4% 81.4% 81.4%
Renewal premium 1,06,002 1,21,916 1,40,310 1,61,334 25th Month 72.4% 72.4% 72.4% 72.4%
Total premium - unwtd 1,61,836 1,81,101 2,08,373 2,39,606 37th Month 63.1% 63.2% 63.2% 63.2%
New bus. growth - unwtd 8.2% 6.0% 15.0% 15.0% 49th Month 56.8% 56.9% 57.0% 57.0%
New business growth - APE 5.9% 9.8% 14.7% 16.5% 61st Month 53.2% 53.2% 53.3% 53.3%
Renewal premium growth 12.6% 15.0% 15.1% 15.0% Profitability ratios (%)
Total prem growth - unwtd 11.0% 11.9% 15.1% 15.0% Y/e Mar FY20 FY21E FY22E FY23E
i 0, 0, 0, 0, 0,
Premium mix (%) NBP margin (%) pre overrun 0.0% 0.0% 0.0% 0.0%
NBP margin (%) post overrun 21.6% 26.2% 26.5% 26.8%
Y/e Mar FY20 FY21E FY22E FY23E
New busi d ROE (%) 24.6% 51.3% 50.3% 49.2%
ew business - unwt
RolIC (%) 36.4% 78.3% 82.5% 91.9%
- Individual mix 91.9% 90.0% 91.0% 91.0% Valuation ratios
- Group mix 8.1% 10.0% 9.0% 90%  vie Mar FY20 FY21E FY22E FY23E
New business mix - APE Total AUMS, Rs bn 744 882 1,045 1,245
- Participating 32.2% 15.2% 15.9% 156%  EvoP as % of MCEV 20.3% 21.4% 20.2% 20.0%
- Non-participating 29.6% 50.6% 50.4% 48.8% ROEV (%) 16.7% 27.4% 21.3% 21.0%
- ULIPs 38.2% 34.2% 33.7% 35.6% Dividend % 27% 27% 28% 28%
Total premium mix - unwtd Dividend payout ratio (%) 76% 59% 57% 52%
- Participating 49.0% 49.9% 50.0% 49.6% EPS, Rs 3.6 3.9 4.2 4.6
- Non-participating 19.8% 25.4% 25.4% 25.1% Embedded Value, Rs bn 100 123 144 170
- ULIPs 31.2% 24.6% 24.6% 25.3% Appraisal value/EV (x) 3.4 3.1 2.9 2.8
o . . Appraisal value/Net profit (x) 48.8 51.0 52.2 53.3
Individual prem sourcing mix (%)
Source: Company Data, PL Research
Y/e Mar FY20 FY21E FY22E FY23E
Individual agents 22.2% 24.0% 24.0% 24.0%
Corporate agents-Banks 61.4% 65.0% 65.0% 65.0%
Direct business 14.5% 7.0% 7.0% 7.0%
Others 1.8% 4.0% 4.0% 4.0%
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 725 632
2 Bank of Baroda BUY 82 74
3 Federal Bank Accumulate 88 77
4 HDFC Bank BUY 1,690 1,467
5 HDFC Life Insurance Company Reduce 650 687
6 ICICI Bank BUY 630 537
7 IDFC First Bank Sell 32 47
) Indusind Bank BUY 1,195 1,058
9 Kotak Mahindra Bank Hold 1,912 1,794
10 Max Financial Services Accumulate 760 727
11 Punjab National Bank Accumulate 43 38
12 SBI Life Insurance Company BUY 1,080 858
13 South Indian Bank BUY 10 9
14 State Bank of India BUY 445 355

PL’s Recommendation Nomenclature (Absolute Performance)

Buy

Accumulate

Hold

Reduce

Sell

Not Rated (NR)
Under Review (UR)

>15%

5% to 15%

+5% to -5%

-5% to -15%

<-15%

No specific call on the stock
Rating likely to change shortly
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Pritesh Bumb- MBA, M.com, Ms. Aashi Rara- CA, B.Com Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed
in 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014
PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

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

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

Itis confirmed that Mr. Pritesh Bumb- MBA, M.com, Ms. Aashi Rara- CA, B.Com 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.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations 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.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be engaged
in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or act as an
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209
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