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Strong quarter; reiterate BUY

SBILIFE reported a 28% YoY increase in GWP to Rs. 130.9bn in Q2FY21
driven by strong renewal premium and single premium, which grew 28%
and 71% respectively to Rs 71.5bn and Rs 36.2bn. APE declined 3.5% YoY
to Rs. 27.1bn but more than doubled sequentially. The savings APE
declined 9.2% to Rs. 23.7bn while the protection APE grew 70% to Rs.
3.4bn. We expect SBILIFE’s APE growth to be on par with the industry’s.

Individual savings APE declined 15% YoY to Rs. 21.1bn and comprise of
78% of the overall mix (Q2FY20: 88% Q1FY21: 75%). Although ULIP APE
continued to decline (-13% YoY), the product has seen some recovery
visible in the strong sequential performance which is aided by the larger
share of debt. Par and non-par also declined 17% and 25% YoY
respectively in Q2FY21. We expect retail savings to decline 5-10% in
FY21.

Protection APE mix remained flat sequentially at 12% in Q2FY21 but
improved YoY (7% in Q2FY20). Growth in this segment was driven largely
by retail protection which grew by 55%. Credit protect APE growth was
flat but better than peers who have seen a decline in this segment. We
expect overall protection growth to be 35-40% in FY21 and the
protection mix to be ~12%.

VNB margin increased to 18.7% (Q2FY20: 18.4% Q1FY21: 18.7%) mainly
due to improving business mix but was offset by a changes in operating
assumptions and economic variances. As a result, VNB was marginally
down by 1% YoY to Rs. 5.1bn.

Given the slower pickup in the savings business, and conservative push
in the non-par guaranteed business, we revise our target price from Rs
1189 to Rs 1018 implying a FY22 P/EV 2.7x and maintain our “BUY”
recommendation.

CMP Rs 779
Target / Upside Rs 1,018 / 31%
NIFTY 11,930
Scrip Details
Equity / FV Rs mn/Rs 10
Market Cap Rs 779bn
USD 11bn
52-week High/Low Rs 1,030/ 519
Avg. Volume (no) 1,520,770
Bloom Code SBILIFE IN
Price Performance iMm 3M 12M
Absolute (%) (2) (10) (21)
Rel to NIFTY (%) (4) (11) (18)

Shareholding Pattern
Mar'20 Jun'20 Sep'20

Promoters 62.8 60.7 60.7
MF/Banks/Fls 5.7 7.0 7.1
Flls 25.9 26.2 25.8

Public / Others 5.6 6.1 6.5

Valuation (x)

Q2FY21 Result (Rs Mn)

FY21E FY22E FY23E
P/EV 2.6 2.3 2.0
VNB Margin 18.7 19.6 20.9
ROEV (%) 16.0 17.5 17.8
NBP multiple 31.1 254 22.9
Estimates (Rs mn)

FY21E FY22E FY23E

APE 108,772 136,784 151,600
VNB 20,343 26,746 31,730
EV 296,793 339,595 389,902
EVOP 16.0 17.5 17.8

Particulars Q2FY21 Q2FY20 YoY (%) Q1FY21 QoQ (%)
Premium

Gross written premium 130,897 102,434 27.8 76,434 71.3
New business premium (NBP) 59,397 46,621 27.4 30,586 (30.1)
Annual premium equivalent 27,100 28,100 (3.6) 12,700 (34.9)
-Savings 23,700 26,100 (9.2) 11,100 (33.8)
-Protection 3,400 2,000 70.0 1,600 (41.6)
Expenses

Management Expenses 7.7 9.9 (2.2) 10.1 (2.4)
Cost ratio (Cost/TWRP) 7.8 10.0 (2.2) 10.2 (2.4)
Commission ratio (%) 3.2 4.0 (0.8) 3.1 0.1
Operating expense ratio (%) 4.5 5.9 (1.4) 7.0 (2.5)
Profitability

Value of new business (VNB) 5,130 5,180 (1.0) 2,370 116.5
VNB margin (%) 18.9 18.4 0.5 18.7 0.2
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Product mix

SBILIFE’s heavy reliance on bancassurance channel lends to a higher mix of savings
products. The current mix between savings and protection (on APE basis) stands at
88% vs 12% in H1FY21 vs 91% savings and 9% protection in FY20. The mix has skewed
towards protection as the savings portfolio has declined. The management wishes
to maintain a similar product mix going forward.

Retail Par APE declined 17% YoY in Q2FY21 due to the roll back on the shorter
duration products, preference for guaranteed return products and slower
optimization of the agency channel. Unlike competitors, SBILIFE is not yet
looking to push longer duration (30-40 years) products in this segment.

Retail Non-par saw a growth in the annuity business. Strong performance in
this segment in Q1FY21 was not matched as the product was repriced given
the current interest rates. SBILIFE remains cautious in this product segment.

Retail Protection remains largely dominated by the ROP (return of premium)
variant vs a pure vanilla term product. This variant has a lesser margin and
comprises of ~85% of the term protection mix. Growth in retail protection
during the quarter was driven by higher number of policy sales vs ticket size
increase. A new protection product with added features and revised pricing
has been filed with IRDA.

ULIPs saw a sequential improvement as the rate of de-growth improved. The
pick-up for ULIPs was driven by SBI channel.

Exhibit 1: APE growth was flat YoY with protection growth a positive

Particulars 2QFY19 3QFY19 4QFY19 1QFY20 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21
APE 23,900 29,000 31,000 18,600 28,100 33,800 26,900 12,700 27,100
Protection 1,400 2,100 2,500 2,100 2,000 2,300 3,200 1,600 3,400
Individual protection 800 1,100 1,600 1,100 1,200 700 2,100 700 1,900
Group protection 600 1,000 900 1,000 800 1,600 1,100 900 1,500
Savings 22,500 26,900 28,500 16,500 26,100 31,500 23,700 11,100 23,700
Individual Savings 21,700 26,200 27,400 15,500 24,800 30,400 23,100 9,500 21,100
uLIP 16,800 21,200 22,000 12,400 18,600 24,900 18,900 6,100 16,200
Par 4,800 4,800 5,400 2,600 3,000 3,600 2,400 1,100 2,500
Non-Par 100 200 0 500 3,200 1,900 1,800 2,300 2,400
Group savings 800 700 1,100 1,000 1,300 1,100 600 1,600 2,600

Source: DART, Company

Exhibit 2: Protection mix increasing while savings decreasing
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VNB margins were a positive as the margin remained stable despite the company
not passing through the complete re-insurance price hike and the mix of ULIPs (lower
margin products) increasing sequentially. One of the levers for the stable margins
was the control in costs, as opex ratio declined significantly. The cost ratios continue
to improve; however, we do not see further headroom for improvement.

Exhibit 3: VNB margin stable
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Exhibit 4: Cost ratio well managed, not much further headroom to improve (%)
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Distribution mix

Both the bancassurance (SBI) and the agency channel saw a pick-up during the
quarter as against Q1FY21. Bancassurance continues to dominate the mix with a
share of 64% on an APE basis. Heavy reliance on this channel has lent to a more
savings oriented business model. Currently, 3-4 branches are managed by 1
employee. We do not see any material changes in the distribution mix.

Exhibit 5: Bancassurance continues to be the dominant channel
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Exhibit 6: Par and linked products are the dominant products in the bancassurance
channel
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Exhibit 7: Agency channel product mix
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Exhibit 8: Change in estimates

Fy21 FY22 FY23

New Old % change New Old % change New Old % change
APE 108,772 85,267 27.6 136,784 109,036 25.4 151,600 131,201 15.5
Protection 13,299 12,989 2.4 17,498 16,355 7.0 21,224 19,680 7.8
Savings 95,473 72,278 32.1 119,286 92,681 28.7 130,376 111,521 16.9
Protection mix (%) 12.2 15.2 (3.0) 12.8 15.0 (2.2) 14.0 15.0 (1.0)
Savings mix (%) 87.8 84.8 3.0 87.2 85.0 2.2 86.0 85.0 1.0
VNB 20,343 16,870 20.6 26,746 21,674 23.4 31,730 27,117 17.0
VNB margin (%) 18.7 19.8 (1.1) 19.6 19.9 (0.3) 20.9 20.7 0.3

Source: DART
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Profit and Loss Account

Particulars FY20A FY21E FY22E FY23E
Premium earned 406,347 511,162 603,184 691,958
Premium on reinsurance (3,107) (4,399) (3,850) (5,242)
Net premium earned 403,240 506,762 599,334 686,716
Investment income 33,417 194,759 111,277 134,284
Other income 526 506 603 692
Total income 437,183 702,027 711,214 821,692
Commission paid 15,921 17,278 21,152 23,966
Expenses 30,481 33,791 40,864 44,783
Tax on policyholders fund 3,767 3,133 3,456 3,348
Claims/benefits paid 162,509 213,712 239,734 274,686
Change in actuarial liability 210,369 416,425 385,957 452,412
Total Outgo 423,047 684,339 691,162 799,194
Profit before tax 14,136 17,689 20,052 22,498
Tax charge (86) 507 1,003 1,125
Profit after tax 14,222 17,181 19,050 21,373
Balance Sheet

Particulars FY20A FY21E FY22E FY23E
Share capital 10,000 10,001 10,001 10,001
Reserve and surplus 78,839 104,291 132,512 164,173
Credit/[debit] fair value change account (1,408) 876 876 876
Shareholders' funds 87,431 115,168 143,388 175,050
Borrowings 0 0 0 0
Credit/(debit) fair value change account (15,872) 3,325 3,325 3,325
Revaluation reserve - Investment property 0 0 0 0
Total insurance reserves 1,546,883 1,952,526 2,327,457 2,768,294
Funds for future appropriations 7,137 17,919 28,945 40,520
Total 1,625,579 2,088,938 2,503,115 2,987,188
Application of funds

Assets under management 1,588,132 2,062,268 2,511,769 3,026,806
Shareholders’ 68,280 86,797 105,502 128,239
Policyholders’ 734,199 944,769 1,148,268 1,369,268
Asset held to cover linked liabilities 785,653 1,011,033 1,205,621 1,451,217
Other assets 37,447 46,339 43,724 38,464
TOTAL 1,625,579 2,108,607 2,555,493 3,065,271

E — Estimates
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Embedded Value

Particulars FY20A FY21E FY22E FY23E
Opening EV 224,000 262,900 296,793 339,595
Unwind 20,100 21,032 23,743 27,168
VNB 19,000 20,343 26,746 31,730
Operating variances 5,600 789 1,484 1,698
EV Operating Profit 45,900 42,164 51,973 60,596
Economic variances (7,100) 0 0 0
Capital injections/outflow 0 (8,271) (9,170) (10,289)
Closing EV 262,900 296,793 339,595 389,902
Key ratios

Particulars FY20A FY21E FY22E FY23E
APE growth 10.7 13 25.8 10.8
Savings APE growth 8.2 (2.4) 24.9 9.3
Protection APE growth 45.5 38.5 31.6 21.3
Business mix (APE basis)

ULIP 69.6 59.7 62.5 61.9
Par 10.8 10.6 11.3 12.0
Non-par 6.9 9.9 8.7 10.3
Protection 8.9 12.2 12.8 14.0
Commission ratio 3.9 3.4 3.5 3.5
First year commission 8.6 8.7 8.6 8.7
Renewal premium commission 2.7 2.6 2.7 2.7
Single premium commission 1.4 1.1 1.4 13
Operating expense ratio 6.0 5.6 5.9 5.8
Management expense ratio 9.9 9.0 9.4 9.3
Cost to TWRP 10.1 8.7 9.0 8.6
VNB 19,000 20,343 26,746 31,730
VNB growth 17.3 7.1 315 18.6
VNB margin 18.7 18.7 19.6 20.9
RoEV 20.5 16.0 17.5 17.8
E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell <0%

Rating and Target Price History

R9) ] Month Rating TP (Rs.) Price (Rs.)
—— SBILIFE Target Price Jul-20 Buy 1,197 859

1,210 1 Sep-20 Buy 1,197 838
1,070 -

930 - n

790 - r\\"‘*\.

650 -

510 T T T T r

3 33 8 8§ § 8 § § 8 8 8 8 “Price as on recommendation date
DART Team
Purvag Shah Managing Director purvag@dolatcapital.com +9122 4096 9747
Amit Khurana, CFA Head of Equities amit@dolatcapital.com +9122 4096 9745
CONTACT DETAILS

Equity Sales Designation E-mail Direct Lines
Dinesh Bajaj VP - Equity Sales dineshb@dolatcapital.com +9122 4096 9709
Kapil Yadav VP - Equity Sales kapil@dolatcapital.com +9122 4096 9735
Yomika Agarwal VP - Equity Sales yomika@dolatcapital.com +9122 4096 9772
Jubbin Shah VP - Derivatives Sales jubbins@dolatcapital.com +9122 4096 9779
Ashwani Kandoi AVP - Equity Sales ashwanik@dolatcapital.com +9122 4096 9725
Lekha Nahar AVP - Equity Sales lekhan@dolatcapital.com +9122 4096 9740
Equity Trading Designation E-mail
P. Sridhar SVP and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728
Chandrakant Ware VP - Sales Trading chandrakant@dolatcapital.com  +9122 4096 9707
Shirish Thakkar VP - Head Domestic Derivatives Sales Trading  shirisht@dolatcapital.com +9122 4096 9702
Kartik Mehta Asia Head Derivatives kartikm@dolatcapital.com +9122 4096 9715
Dinesh Mehta Co- Head Asia Derivatives dinesh.mehta@dolatcapital.com +9122 4096 9765
Bhavin Mehta VP - Derivatives Strategist bhavinm@dolatcapital.com +9122 4096 9705

Dolat Capital Market Private Limited.
Sunshine Tower, 28th Floor, Senapati Bapat Marg, Dadar (West), Mumbai 400013




DART”

Analyst(s) Certification

The research analyst(s), 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 or indirectly related to the specific recommendations or views expressed in this research report.

I. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

I1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any,
covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering
any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated
company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description
of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness.
Dolat Capital Market Private Limited. may 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. This report is provided for information only and is not an investment advice and must not alone be taken as
the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market Private Limited.
reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market Private Limited.
and its affiliated company(ies), 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 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 company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may
have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an
offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 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 Dolat Capital Market
Private Limited. and/or its affiliated company(ies) 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 a certain category of investors. Persons in whose possession this report may come, are required
to inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., 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 Dolat Capital Market Private Limited. 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 or entity.

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, Dolat Capital Market Private Limited. has entered into an agreement with a U.S. registered broker-
dealer Ltd 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/Entity as informed by Dolat Capital Market Private Limited. from time to time.

DOLATCAPITAL ~
Dolat Capital Market Private Limited.

Corporate Identity Number: U65990DD1993PTC009797
Member: BSE Limited and National Stock Exchange of India Limited.
SEBI Registration No: BSE - INB010710052 & INFO10710052, NSE - INB230710031& INF230710031, Research: INHO00000685
Registered office: Office No. 141, Centre Point, Somnath, Daman — 396 210, Daman & Diu
Board: +9122 40969700 | Fax: +9122 22651278 | Email: research@dolatcapital.com | www.dolatresearch.com

Our Research reports are also available on Reuters, Thomson Publishers, DowJones and Bloomberg (DCML <GO>)



