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Star Health & Allied Insurance is and continue to be the largest
private health insurer in India with a market share of 15.8% in the
Indian health insurance market in Fiscal 2021. In Fiscal 2021 and
the six months ended September 30, 2021, company had total
GWP of 93,489.50 million and 50,697.82 million,
respectively. From being the first standalone health insurance
("SAHI") company established in India in 2006, company have
grown into the largest SAHI company in the overall health
insurance market in India.

VALUATION

Company is bringing the issue at price band of Rs 870-900 per
share at mcap/gwp multiple of 5.5x & mcap/net premium earned
multiple of 10.31 on FY21 basis.

Company being the largest private health insurance company in
India with leadership in the retail health segment has one of the
largest and well spread distribution networks in the health
insurance industry and integrated ecosystem. Company’s focus
on risk management with domain expertise drives a superior
claims ratio and quality customer service. Company’s substantial
investment in technology and innovative business processes has
demonstrated superior operating and financial performance.

But looking after volatile market conditions & valuations , we
recommend “Subscribe” on issue for long term purpose.

Star Health & Allied Insurance Company Limited

Nov’21

SUBSCRIBE

Price Band (Rs./Share)

870-900

Opening date of the issue

30" November 2021

Closing Date of the issue

02" December 2021

No of shares pre issue

553289944 Eq Shares

Rs 7,074.21 Crs. — Rs 7,249.18

Issue size
Crs
Fresh Issue Rs 2000 Cr
Offer For Sale (No) 58324225 Eq Shares
Face Value (Rs/ share) 10
Bid Lot 16
Employee Reservation Rs 100 Cr

BIDDING DETAILS

QIBs (Including Anchor)

75% of the offer (Approx
5,95,76,503 Eq Shares)

Non-Institutional

15% of the offer ( Approx
1,19,15,300 Eq Shares)

Retail

10 % of the offer ( Approx
79,43,533 Eq Shares)

Lead managers

Kotak Mahindra Capital
Company Ltd, Axis Capital Ltd,
Citigroup Global, ICICI
Securities,CLSA India, Credit
Suisse,Jefferies  India,Ambit
Private, DAM Capital, IIFL
Securities, SBI Capital

Registrar to the issue

KFin Technologies Pvt. Ltd.

WHAT WE LIKE

Is the largest private health insurance company in India with leadership in the attractive retail health segment.
Company is the largest private health insurance company and the largest retail health insurance company in India by health GWP,

with a 15.8% overall health insurance market share and a 31.3% retail health insurance market share in Fiscal 2021.As of March 31,
2019, 2020 and 2021, company issued 4.3 million, 5.1 million and 7.0 million health insurance policies, which was the highest among
all health insurance providers. Company’s retail health GWP was over three times the GWP of the next highest retail health insurance
market participant in Fiscal 2021. Company is the largest SAHI insurer in India and the only SAHI company among the top five health
insurance businesses in India in Fiscal 2021.
Have one of the largest and well spread distribution networks in the health insurance industry

Company have a pan-India distribution network that is one of the largest and well spread in the health insurance industry. Company’s
distribution network includes the largest branch network among non-public health insurance providers in India, as of December 31,
2020, which as of September 30, 2021 included 779 health insurance branches spread across 25 states and 5 union territories in India
as of September 30, 2021. Company’s branch network is supplemented by an extensive network of over 562 SMS and over 6,892 in-
house sales managers as of September 30, 2021.

Extensive Hospital Network

Company have successfully built one of the largest health insurance hospital networks in India, which plays an important role in the
Company’s loss ratio performance and efficient service delivery. Company’s hospital network includes 11,778 hospitals, 65.7% of
which had agreed packages with company as of September 30, 2021. The average claims amount in agreed network hospitals, which
was 364,279.23 in Fiscal 2021, is typically lower than the average claims amount in non-agreed network hospital, which was
%68,108.21 in Fiscal 2021. In the six months ended September 30, 2021, the average claims amount in agreed network hospitals was
%73,880.44 and X73,200.05 in non-agreed network hospitals.
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Star Health & Allied Insurance Company Limited

COMPANY BACKGROUND

Star Health & Allied Insurance Company Ltd is the largest private health insurer in India with a market share of 15.8% in the Indian
health insurance market in Fiscal 2021. In Fiscal 2021 and the six months ended from being the first standalone health insurance
("SAHI™) company established in India in 2006, company have grown into the largest SAHI company in the overall health insurance
market in India. Company’s comprehensive health insurance product suite insured 20.5 million lives in Fiscal 2021 in retail health and
group health, which accounted for 89.3% and 10.7%, respectively, of company’s total health GWP in Fiscal 2021. Company is
strategically focused on the retail health market segment and had retail health GWP of 82,150.90 million and ¥43,399.18 million in
Fiscal 2021 and the six months ended September 30, 2021, respectively. September 30, 2021, company had total GWP of 393,489.50
million and %50,697.82 million, respectively. Company distribute its health insurance policies primarily through individual agents,
which accounted for 78.9% of company’s GWP in Fiscal 2021. Individual agents are the primary method of distribution in the health
insurance industry.

As of September 30, 2021 company’s distribution network had grown to 779 health insurance branches spread across 25 states and 5
union territories in India. Company’s existing branches are also supplemented by an extensive network of over 562 Sales Managers
Stations (“SMS”), which are small individual service centres, and over 6,892 in-house sales managers, as of September 30, 2021.
Company’s other origination channels include distribution by direct online sales through telemarketing and its website, brokers,
insurance marketing firms and web aggregators.

Company offer a range of flexible and comprehensive coverage options primarily for retail health, group health, personal accident and
overseas travel, which accounted for 87.9%, 10.5%, 1.6% and 0.01%, respectively, of company’s total GWP in Fiscal 2021 and
85.6%, 13.1%, 1.3% and 0.0001%, respectively of company’s total GWP in the six months ended September 30, 2021. Company’s
products target a variety of customer segments, including individuals, families, students, senior citizens, as well as persons with pre-
existing medical conditions across the broader middle market customer segment.

Company offer a range of flexible and comprehensive coverage options primarily for the following types of insurance:

* Retail health insurance, which is paid for by private individuals or families, generally through out-of-pocket expenses or private
insurance;

* Group health insurance, which is paid for by employers typically in the form of company health insurance plans that may involve co-
payments by the employee;

» Government health insurance, which is paid for by the government, typically in the form of central or state government health insurance
programs.

Company also offer personal accident and travel insurance, which is paid for by either individuals or families or by employers.

Source:RHP
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Star Health & Allied Insurance Company Limited

INVESTMENT RATIONALE

Strong Industry Outlook The Indian health insurance market continues to be underpenetrated,
with a health insurance penetration of only 0.36% of GDP in 2019,
compared to the global average of approximately 2.0% of GDP. India
has one of the lowest health insurance densities globally, based on per
capita premium, at US$5 in 2019. A number of demographic factors,
including increasing life expectancy and population growth in India, as
well as the high portion of out of pocket expenses as a percentage of
total healthcare expenditure by patients in India (62.67% in 2018), are
driving the need of healthcare services and the growth in the health
insurance industry in India. Awareness of health insurance in India has
been growing, including as a result of measures taken by the
Government of India, and this trend has been accelerated by the
prospect of hospitalization due to COVID-19, as well as the rising cost
of medical care in private hospitals and the need for health insurance.

Leadership in the attractive retail health segment The retail health segment in India is expected to emerge as a key growth
driver for the overall health insurance market due to

its lower claims ratio of 73%, as compared to government health and
group health with claims ratios of 92% and 99%, respectively, in Fiscal
2020, making the retail health segment more attractive from a
profitability perspective, since lower claims results in higher
profitability. From Fiscal 2019 to Fiscal 2021, company’s retail health
GWP grew at a CAGR of 32.5%. Company accounted for 40.5% of the
total accretion in retail health GWP in the Indian retail health industry
as a whole in Fiscal 2021 compared to Fiscal 2020. Company’s overall
retail health insurance market share by GWP, increased from 28.6% in
Fiscal 2019 to 31.3% in Fiscal 2021, resulting in growth of 40.5% in
Fiscal 2021 compared to growth in the overall retail health insurance
industry of only 28% in Fiscal 2021. Company’s position as the largest
private health insurance company and the largest retail health insurance
company in India by health GWP positions it well to continue to
generate growth and increase market share in the retail health insurance
market.

Consistently demonstrated superior operating and | Company have recently re-negotiated lease agreements with certain
financial performance landlords of its branches during the COVID-19 crisis, which has also
led to reductions in rental cost. As a result of these measures,
company’s Net Expense Ratio was 30.1%, 27.4%, 27.8% and 31.0% in
Fiscal 2019, 2020 and 2021 and the six months ended September 30,
2021, respectively. Company’s Combined Ratio has historically been
stable, amounting to 94.3% in Fiscal 2019 and 93.2% in Fiscal 2020. In
Fiscal 2021, company’s Combined Ratio increased to 114.8% primarily
due to certain exceptional accounting adjustments primarily related to
withdrawal from a reinsurance treaty in Fiscal 2021, and the
exceptional impact of the COVID-19 crisis in Fiscal 2021.
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Retail Health GWP

The following table sets forth GWP and market share for the following categories of products in company’s retail health segment
for the periods indicated.

Retail Health GWP (Rs in Million)

Product Fiscal Year ended March 31, CAGR(%) Six months ended Sept 30,
Category 2019 2020 2021 2019-2021 2020 2021
Family Floater = 31395.74 38728.30 49708.08 25.8% 21017.85 25085.97
Individual 4330.30 4753.67 6313.77 207% 2852.12 3064.61
Individual 6622.36 9665.04 16926.79 59.9% 7149.25 9370.17
[Floater

Specialised 4442.71 5241.64 9202.26 43.9% 3872.09 5878.43
Total 46791.10 58388.95 82150.90 32.5% 34891.31 43399.18

Source : RHP

OBJECTS OF ISSUE

Company proposes to utilise the Net Proceeds towards augmentation of its capital base and maintenance of solvency levels.

Company face intense competition in the Indian health insurance market from both public and private-sector competitors. Company’s
primary competitors are: (i) major public-sector non-life insurers, such as the New India Assurance Company Limited, United India
Insurance Company Limited, National Insurance Company Limited and the Oriental Insurance Company Limited; (ii) major private-
sector non-life insurers, such as ICICI Lombard General Insurance Limited, HDFC Ergo General Insurance Limited, TATA AIG
General Insurance Limited, Bajaj Allianz General Insurance Company Limited, SBI General Insurance Company Limited,
Cholamandalam MS General Insurance Company Limited and Reliance General Insurance Company Limited; (iii) other SAHI
companies, such as CARE Health Insurance Limited, Manipal Cigna Health Insurance Limited, Aditya Birla Health Insurance Limited
and Max Bupa Health Insurance Limited.

Source:RHP
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INDUSTRY OVERVIEW

Indian Health Insurance Industry
The following graphic sets forth the key regulatory changes in the health insurance industry as of March 31, 2021:

Key regulatory changes in health insurance industry

+The year 2006 saw the
registration of a stand-alone
«TPAs introduced in the health health insurance company that
sector, to provide improved came into the business

health insurance -Separate health department was
«Group health products set up in 2007

introduced to the market -Appointed a Committee on
<IRDAI appointed sub-committees i Health Insurance for Senior

to specifically look into the areas Citizens
=The definition of ‘Pre-Existing
Diseases’ was finalized effective
from June 2008

+Regulation on health insurance
portability pilot product

=Coverage of AYUSH ie. -Wellness and Preventive
alternative systems of medicine Features introduced

-Created health insurance forum +Norms to protect the interests of
to bring together all stakeholders policyholders

-Guidelines for Standardisation in «Standard Individual Health
Health Insurance Insurance Product: Arogya
-Permitting SAHI to utilize Sanjeevani Policy

services of other life and/or non- «COVID Standard Health

life insurance companies to insurance policies

distribute their products

+Introduction of the concept of

=Introduction of mediclaim policy
in 1986

-Introduction of IRDAI in the year
1999 as the apex institution

of registration of stand alone
health insurance companies
(SAHI)

From Fiscal 2002 to Fiscal 2021, the health insurance premium in India has increased 86 times.

In terms of products, presently life insurance companies can sell only fixed benefit health plans, while non-life and standalone health
insurers can sell both fixed benefit as well as indemnity-based plans. In fixed benefit policies, insurers pay a fixed amount which is
the sum insured following a claim. In indemnity-based policies, popularly known as Mediclaim insurance plan, insurers reimburse
the cost of medical treatment incurred by the customers (subject to policy cover, exclusions, co-pay, etc.). The regular individual
health plans or family floater plans are mostly available under indemnity plans.

Standalone health insurers’ growth much faster than the overall industry

Health insurance premiums have grown at a CAGR of 19% in the last 6 years ending Fiscal 2021. In addition, in the first six
months of Fiscal 2022, the health portfolio grew by approximately 29%, which was significantly higher than the approximately
18% growth during the corresponding period of Fiscal 2021. This growth in premium was due to the strong surge in premium
income of standalone health insurance companies as the premium grew at a 39% CAGR during the last 6 years (Fiscal 2015-
Fiscal 2021), admittedly on a low base, while that of private companies surged at a 21% CAGR. On the other hand, the growth
of public sector companies has been relatively low as compared to others at 13% for the same period.

Gross direct premium to be close to 1,150 billion by Fiscal 2025

CRISIL Research forecasts the gross direct premium for health insurers to grow at approximately 18% CAGR over the next four
years. Consequently, the total premium is expected to grow by approximately two times from ¥583 billion (as of Fiscal 2020) to close
to 1,150 billion by Fiscal 2025. Pick-up in economic growth, higher disposable incomes, government initiatives focusing on health
segments and growing awareness of insurance would be key growth facilitators. Availability of wide range of products that offer
varied health covers, depending on the need for the customers is expected to provide further impetus to the sector's growth. The
introduction of health insurance schemes by government, which includes Personal Accident (PA) schemes like Pradhan Mantri
Suraksha Bima Yojana (PMSBY), introduction of Pradhan Mantri Jan Aarogya Yojana (PMJAY) and financial inclusion drive (Jan
Dhan Yojana, etc.). PA cover from Indian Railway Catering and Tourism Corp (IRCTC) and so on, has resulted in increasing
penetration of the health insurance market in India.

Retail business segment to grow at much faster pace

Within the health insurance industry, CRISIL Research expects Retail business to growth at a CAGR of 23% between Fiscal 2021 to
2025 as compared to 15% and 11% CAGR growth in Group and Government business respectively. COVID-19 has both increased
the awareness and the need for health insurance which has driven individuals to sign up for health insurance during the current
financial year. Going forward, the increasing penetration, rising customer awareness and increasing focus from private and SAHI
companies towards retail business are expected to facilitate strong growth of the segment.

Source: RHP
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(Rs in Mn)
Financials H1FY22 FY21 FY20
Total Revenue (A)
-4946.80 -9077.76 4619.61
Total Expenditure (B)
179.54 1381.74 485.36
PBT
-5126.34 -10459.50 4134.25
Tax
-1323.65 -2203.69 1414.54
PAT
-3802.69 -8255.81 2680.02
Investment Leverage
2.55 1.97 3.14
Eq Cap
5532.90 5480.87 4906.38

PEERS ANALYSIS

Type of Gross Direct Market Share % Retail Business Market Share %
Player = Premium (Rs in Premium (Rs in
Mn) Mn)

e e o vze | FvaL oMEYZ2 FYZL oMPYZ2 P2l GMEY22

Star Health SAHI 92039 511319 15.8% 13.9% 82075 44364 31.3% 31.6%

Insurance
HDFC Ergo 37335 18369 27236 13703 10.4%
General

Tata AIG General 10702 | 6207 3156 | 2121
Manipal  Cigna = SAHI 7445 4335 3936 2168
Health

Source: RHP
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DISCLAIMER

HEM Securities Limited (“Research Entity or HSL”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed
to carry on the business of broking, depository services, merchant banking services, Portfolio Management Services and other
related activities. Broking services offered by HEM Securities Limited are under SEBI Registration No.: INZ000168034.

This Report has been prepared by HEM Securities Limited in the capacity of a Research Analyst having SEBI Registration No.
INH100002250 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information
contained herein is from publicly available data or other sources believed to be reliable. This report is provided for assistance only
and is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of
any use made of this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks
involved), and should consult his own advisors to determine the merits and risks of such investment. This should not be construed
as invitation or solicitation to do business with HSL. The investment discussed or views expressed may not be suitable for all
investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in
part, for any purpose. 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 HSL and associates / group companies to any registration or licensing
requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons
in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date
of this report and there can be no assurance that future results or events will be consistent with this information. This information
is subject to change without any prior notice. HSL reserves the right to make modifications and alterations to this statement as may
be required from time to time. HSL or any of its associates / group companies shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. HSL is committed to
providing independent and transparent recommendation to its clients. Neither HSL nor any of its associates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential
including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary trading
and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. Past
performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in this report
are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of
their receiving this report.

HSL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the securities thereof, of company(ies), mentioned herein 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/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or
have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the
time of publication of research report or at the time of public appearance.

Investments in securities market are subject to market risks, read all the related documents carefully before investing.
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