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Q4FY21 ResultUpdate

Key Financials

Y/e March FY20 FY21 FY22E FY23E
N EMITE 1,59,788 1,88,134 2,17,654 2,51,675
(Rs m)

- Growth (%) 108 177 157  15.6
SIS § DET 13,155 11,678 13,714 15,920
(Rs m)

PAT (Rs m) 5,394 3,763 3,936 4,939
- Growth (%) 31 -30.2 46 255
EPS (Rs) 2.8 2.0 2.1 2.6
Emb. Value

(RS br) 99.8 118.4 139.1 164.8

NBP Margin (%)
post overrun 216 252 261 @ 26.9
ROE (%) 202 292 314 399

Operating RoOEV

%) 20.3 18.6 22.4 22.0

ROEV (%) 16.7 22.4 21.1 215
Dividend yield (%) 33.6 23.1 22.1 22.1
Price/EV (x) 3.4 2.9 2.5 2.1
Ap. Value/EV (x) 3.8 3.6 3.4 3.2
Key Data MAXI.BO | MAXFIN

52-W High / Low
Sensex / Nifty
Market Cap

Rs.1,050/ Rs.463
51,942 /15,635
Rs.344.2bn/ $ 4,716.7m

Shares Outstanding 345.1m
3M Avg. Daily Value Rs.720.9m
Shareholding Pattern (%)
Promoter’s 16.99
Foreign 23.08
Domestic Institution 51.39
Public & Others 8.54
Promoter Pledge (Rs bn) 49.36
Stock Performance (%)

M 6M 12M
Absolute 10.6 59.6 117.1
Relative 5.3 42.9 62.1

Pritesh Bumb
priteshbumb@plindia.com | 91-22-66322232

Aashi Rara
aashirara@plindia.com |

Max Financial Services (MAXF IN)

Rating: ACCUMULATE | CMP: Rs996 | TP: Rs1,120

Maximized performance

Quick Pointers:
®  Strong growth performance ending FY21 APE growth at 20%
"  VNB margins steadyat 25% despite higher COVID claim provisions

Max Life’s overall APE grew by 36% YoY in Q4FY21 ending FY21 with 19.5%
YoY growth best among peers and given the pandemic impactwhich was led
by led by 18% FYP premium.Also protection growth of 10-12% YoY was better
than peers,while product launches at start of FY21 augured well with non-par
savings mix improving by 12% with doubling of APE in FY21. Max has done
well at start of FY22 despite challenges from second wave. It should continue
to gain market share with continued focus on non-par savings/protection and
gradually move towards medium term margins of 27-28%. Weincrease VNB
on back of sustained higher growth and retain VNB margins of 26%/27% for
FY22/FY23. In past three years Max has caught up with peers in most
parameters and has witnessed strong re-rating. It trades at 15% premium to
SBILI and 30% premium to IPruLl and is only 12% discount to HDFCLI. Hence
we see limited risk-reward and retain our Accumulate rating with revised TP
of Rs1,120 (from 995) based on 3.2x (from 2.8x) FY23 EV.

® Much stronger surprise on growth front — Overall APE grew by 36%
YoY/56% QoQin Q4FY21, leading to FY21 ending on a strong note with growth
0of 19.5% YoY. Growth continued to be led from non-par both savings andretail
protection, but surprise from strong growth was from ULIP recovering with
growth of 43% YoY/81% QoQ in Q4FY21 and ending with growth of 16% in
FY21 which was much higher than peers which saw largely de-growth. Max
strategy is to focus traditional products and protection through proprietary
channels and non-par savings & ULIP through Banca channels to keep mix
equally diversified and improve margins. Focus in long term continues to
improve protection mix which is currently at 14% and sub 10% for retail
protection, while continue to build on non-par savings business.

®  Margins steady at 25%, down sequentially due to COVID provisions: VNB
margins were lower at24% in Q4FY21 versus expectation of 27% as company
conservatively created Rs880mn of COVID claims provision for FY21 business
and if adjusted margins would have been ~27%. FY21 margins ended at25%
steady from 9MFY21 basis but saw a strong improvement by 360bps over
FY20 largely led by both strong growth & mix change rather than only mix
change from de-growing lower margin products. Company believes product
changes, tailwinds from launched products in FY21, improving channel
distribution strength and likely price hikes (in protection) could help margins
improve by 100-200bps over medium term.We expect medium term margins
to move towards 27-28% with sustained miximprovementin better margins
products.

" Max Fnancial had a strong re-rating journey — With combination of strong
improvement in operating performance of life insurance business, ending
uncertaintyon partnerinvestmentand promoters action of 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. We believe, strong growth of 15% over
FY21-FY25 and margins of 26-27% with ROEV of 20% has played outin the
re-rating and should see limited upside in near term.
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Max Financial Services

Exhibit 1: Strong growth in APE leading to VNB growth if 43%in Q4FY21 and 39% in FY21 which is strongest ever

Rs Mn Q4FY21  Q4FY20 YoY gr. (%) Q3FY20 QoQagr. (%) Fy21 FY20 YoY gr. (%)
Individual New Business APE 18,930 13,980 354 12,100 56.4 49,070 41,160 19.2
Total Protection APE 1,930 1,840 49 1,500 28.7 7,310 5,710 28.0
Individual Protection APE 1,410 1,210 16.5 990 42.4 4,750 3,390 40.1
Group Protection APE 520 630 (17.5) 510 2.0 2,560 2,320 10.3
Total protection as % of Total APE 10.1 13.1 (299.1) 12.2 (17.8) 14.0 13.0 100.0
Ratios (%)

Commission Ratio 6.0 6.2 (22) 6.6 (56) 6.5 6.3 20.0
Operating Expense Ratio 12.2 14.5 (231) 15.6 (339) 14.2 14.5 (30.0)
Total Expense Ratio 18.2 20.8 (861) 22.1 (996) 20.7 20.8 (10.0)
Value of New Business (VNB) 4,610 3,210 43.6 3,500 31.7 12,490 8,970 39.2
VNB Margins (%) 24.0 22.8 126.6 28.6 (452.3) 25.2 216 360.0
Embedded Value 118,340 99,770 18.6 117,230 0.9 118,340 99,770 18.6
Source: Company, PL

Exhibit 2: ULIP sees mix improvement in Q4FY21, while non-par savings see much strong improvement

Total NB APE Product Mix (%) Q4FY21 Q4FY20 YoY gr.(% Q3FY20 QoQagr. (% FY21 FY20 YoY gr.(%
uLIP 42.7 40.7 203 37.0 575 37.0 38.3 (125)
Non PAR Savings 24.6 14.8 976 37.0 (1,235) 30.0 18.3 1,175
Individual Protection 7.4 8.6 (123) 8.1 (73) 9.0 8.0 100
Group Protection 2.7 4.5 (176) 4.2 (145) 5.0 5.0 -
PAR 21.9 30.7 (888) 175 436 19.0 30.3 (1,125)

Source: Company, PL

Exhibit 3: Product mix towards Non Par & Protection products
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Exhibit 4: Banca continues to deliver much strongly and remains highest contribution to sourcing

APE Sourcing Mix Q4FY21  Q4FY20 YoYgr.(%) Q3FY20 QoQagr. (%) Fy21 FY20 YoY gr.(%
Rs Mn

Proprietary 4,760 4,094 16.3 3,312 43.7 13,880 12,862 7.9
Banca 14,219 8,579 65.7 8,816 61.3 35,195 23,649 48.8
Others 192 141 36.1 213 -10.1 496 415 19.5
Total 19,170 14,090 36.1 12,341 55.3 49,570 41,490 19.5
(%)

Proprietary 24.8 29.1 (423) 27.0 (220.8) 28.0 31.0 (300)
Banca 74.2 60.9 1,328 72.0 220.8 71.0 57.0 1,400
Others 1.0 1.0 (0) 1.7 (74.1) 1.0 1.0 -

Source: Company, PL

Exhibit 5: Banca channel contributes 71% sourcing mix led by Axis/Yes bank
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Exhibit 6: Persistency improves marginally
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Exhibit 7: Margins has moved up in new band Exhibit 8: Journey on margins has been quite better
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Exhibit 9: Surrenders are better off than trends Exhibit 10: Solvency ratio came off on higher reserving
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Exhibit 11: Key Metrics and EV movement

Rs bn FY14 FY15 FY16 FY17 FY18 FY19 FY20 Fy21 FY22E FY23E
APE 18.3 19.7 21.1 26.6 33.1 40.0 42.4 50.2 57.5 67.1
YoY growth (%) 171 7.2 74 25.7 20.3 21.0 5.9 18.4 145 16.9
NBV 24 4.2 3.9 5.0 6.6 8.2 9.0 125 15.0 18.1
YoY growth (%) 21.2 76.3 (8.5) 29.0 315 25.5 9.0 39.2 20.0 20.5
EV Movement

Opening IEV 37.6 44.0 52.3 56.2 65.9 75.1 89.4 99.8 118.4 139.1
New Business Value 2.4 4.2 3.9 5.0 6.6 8.2 9.0 125 15.0 18.1
EVOP 5.1 12.4 8.2 12.9 13.6 16.5 18.1 18.5 26.5 30.6
Dividend payout 3.1 24 4.4 3.2 -3.9 -6.0 -4.6 -3.8 -4.2 -4.2
Closing EV 39.5 52.3 56.2 65.9 75.1 89.4 99.8 118.4 139.1 164.8
Adjusted Networth 19.3 21.2 20.8 24.0 24.8 24.0 255 27.7 27.4 28.1
Valuein force (VIF) 20.2 31.2 354 41.9 50.3 65.4 74.3 90.7 102.1 114.7
Ratios (%)

NBAP margins 131 21.3 17.9 18.8 20.2 21.7 21.6 25.2 26.1 26.9
RoEV 135 28.1 15.7 23.0 19.9 27.0 16.7 22.4 21.1 215
Operating ROEV 15.6 22.3 17.0 19.9 20.6 21.9 20.3 18.6 22.4 22.0

Source: Company, PL
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Exhibit 12: Higher APE due to strong FY21 base growth leading to increase

in value of new business

Estimate Change Old Revised % Change
Table (Rs Bn) FY22E FY23E  FY22E FY23E  FY22E  FY23E
APE 53.4 62.2 515 67.1 7.6 7.9
VNB 14.2 16.6 15.0 18.1 5.9 8.5
VNB Margin (%) 26.5 26.8 26.1 26.9 (0.4) 0.2
EV 144.2 169.9 139.1 164.8 (3.6) (3.0
Price target (Rs) 995 1,120 12.6
Recom mendation ACCUMULATE ACCUMULATE

Source: Company, PL

Exhibit 13: We raise our TP to Rs 1,120 (from Rs995) based on 3.2x Mar-23

EV
PT calculation and upside
Op RoEV 20.3%
CoE 13.2%
G 5.0%
Embedded value 165
Price /[Embedded value 3.2
Appraisal Value 530
Valuation per share of Max Life 1,245
Number of shares of Max Fin Services, mn 81%
Valuation per sharefor Max Fin Services postHoldco Discount of 10% 1,120
CMP 997
Upside (%) 12%
Source: Company, PL
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Technical account (Rs m)

Balance sheet (Rs m)

Yie Mar FY20 FY21 FY22E FY23E
Y/e Mar FY20 Fy21 FY22E FY23E
Gross Premi 161,836 190034 210853 254217 _ourcesoffund
oss Fremiums ois 1o00 21ee  aes, ShareCapita 19,188 19,188 19,188 19,188
Reinsurance Ceded ’ : : ' Reserves AndSurplus 6,806 6,156 5,870 6,588
Net Premiums 1,59,788  1,88,134  2,17,654  2,51,675 R
. 036 L os0 L 133 Policy Liabilities 4,54,807 537,548  6,30,766  8,21,343
Other Income ' ' Prov. for Linked Liab. 1,74210  2,12,537 259,295  2,50,205
Total income 182,228 2,46,886  2,88,804 348,508 o e unure App. 30,962 16,718 25,258 34,178
Commission 10,244 16,153 18,687 21,608 -
Current liabilities & prov. 20,276 22,304 24,534 24,534
Operating expenses 23,441 24,704 28,581 33,048
Total 7,17,724 8,33,960  9,96,764  11,96,978
Prov for doubtful debts 19 - - - .
i i 1,48,524  2,06,028  2,41,536  2,93,851 Application of Funds
Operating Profit 45, 08, 4L, 93, Shareholders’ inv 32,581 5717 (86) (7,021)
Prov for Tax 2,752 1,236 1,449 1,763 ] )
Policy holders’inv 4,60,484 559,449  6,74,516  8,81,665
Benefits Paid (Net) 66,222 63,984 74,022 85,592 inkedlich
Chginreserves 66,394 120130 152351 100,577 ASsetstocoverlinkediiah 1,91,642 2,33,803  2,85239  2,85,239
Surplus / Defici 13.155 11678 13.714 15020 L0ans 4,264 4,691 5,160 5,160
Fixed Assets 2,187 2,406 2,646 2,646
Shareholder'sa/c (Rs m) Current assets 26,566 27,894 29,289 29,289
Yie Mar FY20 Fval FY22E FY23E  1otal 7,17,724 833,960  9,96,764  11,96,978
Transfer from technical a/c 4,690 3,424 5,173 7,000 QGperating ratos
Income From Investments 2,074 1,723 253 (320)  v/e Mar FY20 Fy21 FY22E FY23E
Total Income 6,781 5,148 5,427 6,680 Investmentyield (%) 7.5% 8.0% 8.0% 9.0%
Other expenses 292 330 372 421 Commissions / GWP 8.5% 8.5% 8.5% 8.5%
Contribution totechnical a/c 410 442 478 516 -first year premiums 17.9% 21.6% 21.6% 21.2%
Total Expenses 802 772 850 937 - renewal premiums 2.6% 4.7% 4.7% 4.7%
PBT 5,978 4,376 4,576 5,743 - single premiums 1.1% 0.2% 0.2% 0.2%
Prov for Tax 585 613 641 804 Operating expenses / GWP 13.0% 13.0% 13.0% 13.0%
PAT 5,394 3,763 3,936 4,939 Total expenseratio 20.8% 21.5% 21.5% 21.5%
Claims / NWP 34.0% 34.0% 34.0% 34.0%
Premium (Rsm) & growth (%) Solvency margin 5% 257% 259% 260%
Y/e Mar FY20 FY21 FY22E FY23E  Persistency ratios (%)
New business prem - unwtd 55,835 68,118 76,974 87,750  y/e Mar FY20 EFY21 FY22E FY23E
New business prem - APE 42,380 50,172 57,464 67,148  13th Month 81.4% 81.4% 81.4% 81.4%
Renewal premium 1,06,002 121,916 142,879 166,467 55ip Month 72.4% 72.5% 72.5% 72.5%
Total premium - unwtd 1,61,836 1,90,034 2,19,853 2,54,217 37th Month 63.1% 63.2% 63.2% 63.2%
New bus. growth - unwtd 8.2% 22.0% 13.0% 14.0%  49th Month 56.8% 56.9% 57.0% 57.0%
New business growth - APE 5.9% 18.4% 14.5% 16.9%  61st Month 53.2% 53.2% 53.3% 53.3%
Renewal premium growth 12.6% 15.0% 17.2% 16.5% Profitability ratios (%)
Total prem growth - unwtd 11.0% 17.4% 15.7% 15.6%  Y/e Mar FY20 FY21 FY22E FY23E
_ . NBP margin (%) pre overrun 0.0% 0.0% 0.0% 0.0%
Premium mix (%) i
NBP margin (%) postoverrun 21.6% 25.2% 26.1% 26.9%
Y/e Mar FY20 FY21 FY22E FY23E
- ROE (%) 20.2% 29.2% 31.4% 39.9%
New business - unwtd RoIC (%) 28.1% 39.2% 39.9% 51.4%
- Indiv idual mix 91.9% 92.0% 91.0% 9LO%
- Group mix 8.1% 8.0% 9.0% 9.0% iemar FY20 FY21 FY22E FY23E
New business mix - APE Total AUMSs, Rs bn 685 799 960 1,160
- Participating 32.2% 19.8% 18.3% 15.3%  EVOP as % of MCEV 20.3% 18.6% 22.4% 22.0%
- Non-participating 29.6% 43.1% 46.4% 47.7% ROEV (%) 16.7% 22.4% 21.1% 21.5%
- ULIPs 38.2% 37.2% 35.4% 37.0% Dividend % 34% 23% 22% 22%
Total premium mix - unwtd Dividend payoutratio (%) 144% 117% 107% 85%
- Participating 49.0% 50.6% 50.0% 48.8% EPS,Rs 2.8 2.0 2.1 2.6
- Non-participating 19.8% 24.5% 25.3% 25.8% Embedded Value, Rsbn 100 118 139 165
- ULIPs 31.2% 25.0% 24.8% 25.4% Appraisal value/EV (x) 3.9 3.6 3.4 3.2
Appraisal v alue/Net profit (x) 71.8 114.5 121.4 107.3
Individual prem sourcing mix (%)
Source: Conpany Data, PL Research
Y/e Mar FY20 FY21 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: Conpany Data, PL Research
June 9, 2021 6
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Analyst Coverage Universe

Company Name TP (Rs) Share Price (Rs)
1 AXis Ban Accumulate 770 00
2 Bank of Baroda BUY 100 81
3 Federal Bank Accumulate 90 82
4 HDFC Bank BUY 1,735 1,429
5 HDFC Life Insurance Company Reduce 660 705
6 ICICI Bank BUY 700 570
7 ICICI Prudential Life Insurance Company Accumulate 504 452
8 IDFC First Bank Reduce 48 57
9 Indusind Bank BUY 1,195 935
10 Kotak Mahindra Bank Hold 1,900 1,725
11 Max Financial Services Accumulate 995 890
12 Punjab National Bank Accumulate 43 37
13 SBI Life Insurance Company BUY 1,150 959
14 South Indian Bank BUY 10 8
15 State Bank of India BUY 480 401

PL’s Recommendation Nomenclature (Absolute Performance)

Buy ;o >15%
Accumulate : 5% to 15%
Hold : +5% to -5%
Reduce : -5%to -15%
Sell © <-15%
Not Rated (NR) : No specific call on the stock
Under Review (UR) : Ratinglikelyto change shortly
June 9, 2021 7
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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 researchreport accurately reflect our views aboutthe subject issuer(s) or securities. We also certify that no part of
our compensation was, is, or will be directly or indirectl relatedto the specific recommendation(s) or view(s) in this report.

(US Clients)

The research analy sts, with respectto each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this researchreport 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 researchreport.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred toas “PL”") is engaged in the business of Stock Broking, Portfolio Manager, Depaository 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 sewvices (marginfunding) 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 therecipientonly asinformationand is not for circulation. This document is notto be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an dffer to sel or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources thatare considered to be reliable. However, PL has notindependently verified the accuracy or completeness
of the same. Neither PL nor any df its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
av ailable 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 suitabity 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 orits 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 fromtime to imesolicit 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 Analystunder 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 orits research analysts or its associates or his relatives do not have any financial interestin the subject company.

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

PL orits research analysts or its associates or his relatives do not have any material corflict of interestat thetime of publication of the research report.

PL orits associates might have received compensation from the subject company in the past twelve months.

PL orits 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 pasttwelve months.

PL orits associates might have received any compensation forinvestment 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 corflict in preparation of researchreport. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection withthe preparation of the research report. PL or its Research Analysts donot have any material corflict of interest
at the time of publication of this report.

It is confirmed that Mr. PriteshBumb- MBA, M.com, Ms. AashiRara- CA, B.Com ResearchAnalysts of this report have not received any compensation from the companies mentioned
in the report in the precedingtwelve months

Compensation of ourResearch Analysts is not basedon 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 andits
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 notservedas an officer, director or employee of the subject company PL or its research analy sts 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 toour 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 corflicts 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 sel the securities of the subject company or (b) be engaged
in any other transaction involving such secuiities and earnbrokerage or other compensationor act as a market maker in the financia instruments of the subject company or actas an
adv isor or lender/borrower to the subject company or may have any other potential conflict of interests with respectto 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 reportis/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
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