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HDFC Life Insurance  
Refer to important disclosures at the end of this report 

Exide Life acquisition: Premium 
valuation for a sub-par business 

 

 HDFC Life to acquire 100% of Exide Life: HDFC Life today announced the acquisition 

of 100% shareholding in Exide Life from Exide Industries for a total consideration of 

Rs66.87bn. HDFC Life will issue ~87mn new shares at ~Rs685/share to Exide Industries 

and will pay Rs7.26bn in cash. After the deal completion, HDFC Ltd. will hold a 47.9% 

stake in the resultant entity and Exide Industries will hold 4.1%. In terms of most key 

metrics, the size of Exide Life is ~10% of HDFC Life (Exhibit 1). 

 At ~2.5x Jun’21 EV, the valuation paid for Exide Life far exceeds the quality of 

franchise: The Indian life insurance market has been difficult for smaller players, and the 

players below the Top-8 have been struggling for many years. In particular, the smaller 

players without any meaningful bancassurance distribution have been battling to grow and 

manage their high fixed costs. Exide Life has been no different. It has been struggling on 

the expense front and its retail business has recorded poor persistency. In this context, 

the ~2.5x P/EV (Jun’21) paid to Exide Life appears to be at a significant premium over its 

intrinsic value. The three listed peers of HDFC Life currently trade at ~3.5x Jun’21 EV. It 

is worth noting here that these listed peers have a very strong brand, massive economies 

of scale, formidable bancassurance distribution and sustained high operating return EV.  

 Agency augmentation, cost synergy and increasing geographic footprints among 

the key rationales behind the deal: Management highlighted that Exide Life’s strong 

agency network should help HDFC Life improve its agency channel growth and 

productivity. Additionally, Exide Life is a reasonably strong and well-known name in Tier-

2/3 towns in the Southern states (AP, Telangana, Karnataka and Tamil Nadu). This should 

help HDFC Life improve its presence in these geographies. Exide Life, given its smaller 

size, has been struggling with fixed costs. For Exide Life, the acquisition brings in cost 

synergies and addresses the issue of fixed cost overrun. This should improve profitability 

(on actual expense) of the new business of Exide Life materially.  

 Life insurance market dynamics do not justify valuation: The share of current Top-8 

private life insurers (SBI Life, IPRU Life, HDFC Life, Max Life, Bajaj Allianz Life, Tata AIA 

Life, Kotak Life and Birla Sun Life) in the private sector new business WRP has gone up 

to 83% in FY21 from 71% in FY14 (Exhibit 2). So, these Top-8 players are not really facing 

real competition from the smaller players. On the other hand, the smaller players, 

especially the ones without material bancassurance, have been struggling. All these 

factors point to the fact that there are many smaller players up for sale and there are not 

many suitors for the firms without sizeable bancassurance distribution. In this background, 

the premium valuation paid for Exide Life looks unwarranted.  

 In the overall context, the valuation premium means little for HDFC Life but might 

delay consolidation in the sector: The valuation premium of ~Rs40bn over the EV of 

Exide Life means ~3% of HDFC Life’s current market cap. However, the valuation of ~2.5x 

P/EV for a franchise without any material banca distribution sets an expectation 

benchmark for other such struggling companies. Given that not many of the sector leaders 

would be keen on paying such a premium valuation for a weaker franchise, this would 

delay the consolidation process in the sector. 

 Size of acquisition small, but operational challenges of acquisition and integration 

to be watched closely over the next 3-5 quarters: HDFC Life management expects to 

complete the acquisition process in the next 6-9 months and complete the integration in 

the next 12-15 months. Despite the small size of Exide Life, the integration process, 

including system integration, management and employee rationalization, branch 

rationalization and agency integration, could be a daunting task. It is to be seen closely if 

this process becomes a material distraction for HDFC Life management over the next 3-5 

quarters.  
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Exhibit 1: FY21 key numbers at glance 

Rs bn HDFC Life Exide Life 
HDFC Life & 

Exide Life 

Total Premium 385.8 33.3 419.1 

Renewal Premium 184.8 25.4 210.2 

Individual WRP 70.0 5.9 75.9 

Individual WRP private market share 15.5% 1.3% 16.8% 

Agency new business 9.4 3.6 13.0 

No. of agents 1,07,895 36,710 1,44,605 

Embedded Value 273.3 27.1 300.4 

AUM 1,812.7 187.8 2,000.5 

Source: Company, Emkay Research 

Exhibit 2: Share of current Top-8 in private WRP 

 
Source: Company, Emkay Research 

Exhibit 3: Deal information 

Rs bn Deal info 

EV of Exide Life as of Jun'21                            27.1  

Multiple                              2.5  

Valuation (Buy out Price)                            66.9  

  

Cash Consideration                              7.3  

Equity Issuance to Exide Industries                            59.6  

Issuance of shares (mn) @ Rs685/share                            87.0  

Source: Company, Emkay Research 

Exhibit 4: Proposed Final Shareholding in Merged Entity 

Shareholders 

Exide Industries 4.1% 

HDFC Ltd 47.9% 

Others 48.0% 

Source: Company, Emkay Research 

 

  

89%

85%

84%

78%

75% 74%

71%

75%

71%

73%

77%

80% 79% 80%

83% 83%

70%

74%

78%

82%

86%

90%

FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21

Share of current Top-8 in private WRP

http://www.emkayglobal.com/


 

 

HDFC Life Insurance (HDFCLIFE IN) India Equity Research | Flash Note    

 
Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.  Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited 
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore. 
 

  September 3, 2021 | 3 

Con-Call highlights  

 HDFC Life has announced the acquisition of 100% of the share capital of Exide Life 

Insurance Company Limited for a total consideration of Rs66.87bn. 

 The proposed transaction will strengthen distribution and access to a wider product suite. 

The company sees synergies around the cost structure and expects VNB accretion from 

day 1. 

 HDFC Life has remained focused on building a high-quality agency channel by acquiring 

new agents and improving the productivity of old agents. 

 The agency channel grew 45% in Q1 and contributed 15% to the overall business with 13M 

persistency of 90%. 

 Exide will contribute 40% to the topline of the agency business and 35% to the agent base; 

it will benefit from other distribution channels, including broker, corporate and direct. 

 The acquisition complements HDFC Life’s geographical presence as Exide Life has a 

strong foothold in South India, especially in tier 3 towns, which will give HDFC Life access 

to a wider customer base. 

 Tier 2 & Tier 3 cities contribute more than 60% to Exide Life’s business. 

 Exide Life’s distribution channel - Agency 60%; broker 23%; corp agents 7%; direct 10% 

 The protection-focused business will augment the protection business EV by 10%. 

 HDFC Life’s private market share will rise by 1%. 

 Deal - 35% discount to market multiple of three listed peers 

 The deal will not have any material impact on EV. HDFC Life expects only 1-5% adjustment 

to EV. 

 Exide Life has a pre overrun margin similar to HDFC Life’s and a cost ratio 60% higher than 

HDFC Life’s. 

 Exide Life’s persistency has been steadily increasing, especially 13M persistency which is 

currently at ~73%. 

 Expecting 6 month timeline for all regulatory approvals; day zero – on Jan/Feb; margins to 

come to HDFC Life’s level 12-15 months after approval. 
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EGFSL is registered as Research Analyst with SEBI bearing registration Number INH000000354 as per SEBI (Research Analysts) Regulations, 2014. 
EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered 
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EGFSL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately 
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be, directly or indirectly related to specific recommendations or views expressed in this report.  
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regarding our relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to, or intended 
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The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and 
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is, 
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the 
content of this research report, in part or in whole, certifies that he or his associate1 does not serve as an officer, director or employee of the issuer or the 
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment 
trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the issuer or the 
new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate does not have financial interests2 
in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any potential 
conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates as 
part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential 
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any 
specific investment banking function of the EGFSL. 
 
 
 
 
 
1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of which the analyst, his spouse, 
minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another person accustomed or obliged to act in accordance with the directions 
or instructions of the analyst. 
 
2 Financial interest is defined as interest that are commonly known financial interest, such as investment in the securities in respect of an issuer or a new listing applicant, or 
financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term does not include commercial lending conducted at the 
arm’s length, or investments in any collective investment scheme other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in 
securities in respect of an issuer or a new listing applicant. 
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Disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 
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1. EGFSL, its subsidiaries and/or other affiliates do not have a proprietary position in the securities recommended in this report as of September 3, 

2021 
2. EGFSL, and/or Research Analyst does not market make in equity securities of the issuer(s) or company(ies) mentioned in this Research Report 
        Disclosure of previous investment recommendation produced:  
3. EGFSL may have published other investment recommendations in respect of the same securities / instruments recommended in this research 

report during the preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment 
recommendations published by EGFSL  in the preceding 12 months.         

4. EGFSL , its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s does not have any material conflict of interest in the 
securities recommended in this report as of September 3, 2021.  

5. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s does not have actual/beneficial ownership of 1% or more 
securities of the subject company at the end of the month immediately preceding the September 3, 2021 

6. EGFSL, its subsidiaries and/or other affiliates and Research Analyst have not received any compensation in whatever form including compensation 
for investment banking or merchant banking or brokerage services or for products or services other than investment banking or merchant banking 
or brokerage services from securities recommended in this report (subject company) in the past 12 months. 

7. EGFSL, its subsidiaries and/or other affiliates and/or and Research Analyst have not received any compensation or other benefits from securities 
recommended in this report (subject company) or third party in connection with the research report. 
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RESTRICTIONS ON DISTRIBUTION 

General 
This report is not directed to, 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 or regulation. 

Australia This report is not for distribution into Australia. 

Hong Kong This report is not for distribution into Hong Kong. 

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia. 

Malaysia This report is not for distribution into Malaysia.  

Singapore 

This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 16800306E) or DBSVS (Company Regn. No. 
1860024G) both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the Monetary 
Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign entities, 
affiliates or other foreign research houses pursuant to an agreement under Regulation 32C of the financial Advisers 
Regulations. Singapore recipients should contact DBS Bank Ltd at 6327 2288 for matters arising from, or in connection with 
the report.   

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. 

United Kingdom 

This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is authorised 
and regulated by the Financial Conduct Authority in the United Kingdom.  

In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected and 
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any 
form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communication is directed at 
persons having professional experience in matters relating to investments. Any investment activity following from this 
communication will only be engaged in with such persons. Persons who do not have professional experience in matters relating 
to investments should not rely on this communication. 

Dubai International 
Financial Centre  
 

This research report is being distributed by DBS Bank Ltd., (DIFC Branch) having its office at units 608-610, 6th Floor, Gate 
Precinct Building 5, PO Box 506538, Dubai International Financial Centre (DIFC), Dubai, United Arab Emirates. DBS Bank 
Ltd., (DIFC Branch) is regulated by The Dubai Financial Services Authority. This research report is intended only for 
professional clients (as defined in the DFSA rulebook) and no other person may act upon it.  

United Arab Emirates 

This report is provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as defined 
in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This report is for information purposes 
only and should not be relied upon or acted on by the recipient or considered as a solicitation or inducement to buy or sell any 
financial product. It does not constitute a personal recommendation or take into account the particular investment objectives, 
financial situation, or needs of individual clients. You should contact your relationship manager or investment adviser if you 
need advice on the merits of buying, selling or holding a particular investment. You should note that the information in this 
report may be out of date and it is not represented or warranted to be accurate, timely or complete. This report or any portion 
thereof may not be reprinted, sold or redistributed without our written consent.  

United States 

DBSVUSA did not participate in its preparation.  The research analyst(s) named on this report are not registered as research 
analysts with FINRA and are not associated persons of DBSVUSA. The research analyst(s) are not subject to FINRA Rule 
2241 restrictions on analyst compensation, communications with a subject company, public appearances and trading securities 
held by a research analyst. This report is being distributed in the United States by DBSVUSA, which accepts responsibility for 
its contents. This report may only be distributed to Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to 
such other institutional investors and qualified persons as DBSVUSA may authorize.  Any U.S. person receiving this report 
who wishes to effect transactions in any securities referred to herein should contact DBSVUSA directly and not its affiliate. 

Other jurisdictions 
In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified, 
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions. 
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