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April 27, 2022 

CMP: | 550   Target: | 670 (22%)     Target Period:  12 months  

HDFC Life Insurance (HDFLIF) 

 BUY 

 

Structural growth story intact; awaits synergy benefit 

About the stock: HDFC Life is among the most dominant players in the Indian life 

insurance industry with a strong distribution network, parentage, operating metrics. 

 Balanced product mix with focus on non-par, protection & annuity business 

 Industry leading VNB margins of over 26% 

Q4FY22 Results: HDFC Life reported a decent overall performance. 

 Gross premium grew at a healthy pace of 11% YoY to | 14290 crore 

 VNB margins were healthy at 27.4% for FY22, due to balanced product mix 

 Persistency improved for 13
th,

 61
st
 month to 86.8%, 54.4%, respectively 

 PAT at | 357.5 crore was up 12.4% YoY, aided by decline in actuarial liability 

What should investors do? HDFC Life’s share price has given modest return of 

just over 10% past two years post recent correction & provides entry opportunity.   

 We retain our BUY rating on the stock 

Target Price and Valuation: Insurance under penetration coupled with focus on 

product mix to aid healthy business growth and VNB margin. Market share trend and 

synergy benefit from Exide merger to be watched. We value HDFC Life at 2.8x FY24E 

EV with TP of | 670. 

Key triggers for future price performance: 

 Healthy guidance on VNB margins (standalone) to aid profitability 

 Focus on product mix & new launches to aid business growth 

 Strong distribution network remains core to maintain business momentum 

 Merger process to be completed by H1FY23, synergies to play out 

Alternate Stock Idea: Apart from HDFC Life, in our coverage we also like SBI Life. 

 SBI Life also comes with a strong parentage with strong distribution network 

and superior cost efficiencies 

 

 BUY with a target price of | 1,400 
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Source: Company, ICICI Direct Research 

(| Crore) FY19 FY20 FY21 FY22

3 year CAGR 

(FY19- FY22)

FY23E FY24E

2 year CAGR 

(FY22-24E)

New business premium 14971 17238 20107 24155 17% 34277 41210 31%

APE 6049 7164 8183 9758 17% 13763 17279 33%

Total premium 29186 32707 38583 45963 16% 58467 71533 25%

PAT 1177 1371 1360 1208 1% 1873 2002 29%

EV 18296 20655 26625 30048 18% 39115 48186 27%

P/E (x) 94.2 80.9 81.6 61.4 61.8 57.8

P/BV (x) 20.0 16.3 12.9 11.4 6.8 4.8

P/IEV (x) 6.1 5.4 4.2 3.5 3.0 2.4

RoEV (%) 20.1 18.1 18.5 19.3 17.9 17.9

 

Key Financial Summary 

 

 

Particulars 
 

 
 

 

Shareholding pattern 

 

Price Chart 

 

Risk to our call 
 

 Gross premium up 11% YoY led by 

higher base  

 Key risk: 1) Delay in integration to 

impact synergy, 2) Hike in premium 

rates to impact growth 
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Particulars Amount

Market Capitalisation | 116088 crore

EV |  30048 crore

AUM | 204170 crore

52 week H/L 776/ 497

Net worth |15401 crore

Face value | 10

DII holding (%) 7.8

FII holding (%) 26.3

Mar- 21 Jun- 21 Sep- 21 Dec-21 Mar-22

Promoter 58.9 53.8 53.8 53.8 51.5

FII 25.7 26.1 30.1 30.5 26.3

DII 6.3 5.9 6.7 6.1 7.8

Others 9.2 14.2 9.4 9.7 14.4
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Result Update | HDFC Life Insurance 

Key takeaways of recent quarter & conference call highlights 

Q4FY22 Results: Healthy business growth; controlled opex aid earnings 

 HDFC Life posted a good set of numbers on an overall basis as GWP was 

up 17.7% QoQ and 11.7% YoY to |14422 crore, was mainly driven by strong 

21.7% QoQ growth in first year premium and 32.4% sequential uptick in 

renewal premium. On APE basis, the growth came in at 16.5% on full year 

basis. 

 Based on total APE, non-par savings now form 28% of total mix while 

protection +annuity business contributes 19% vs. 26% and 18%, 

respectively, a year ago 

 Commission ratio declined ~ 30 bps YoY to 4.3% but was up 10 bps QoQ. 

Opex ratio (management expense) ratio increased ~20 bps QoQ to 12.5% 

 HDFC Life settled around 3.9 lakh claims. Gross and net claims amounted to 

| 5804 crore and | 4328 crore, respectively. PAT for the quarter was at  

| 357.5 crore, up 12.4% YoY, higher than our estimate, helped by change in 

actuarial liabilities 

 New business margin for FY22 came in at 27.4% as against 26.1% YoY 

 AUM was at | 204170 crore, up 17% YoY. Debt to equity mix in AUM was 

at 63:37 with ~98% of debt investments in G-secs and AAA bonds 

 Persistency ratio largely remained buoyant with 13th month persistency at 

86.8% and 61st month persistency at 54.4% versus 84.5% and 51.1% in the 

last quarter respectively 

 Individual WRP growth of 16% resulting in industry market share expansion 

by 10 bps to 9.3% 

 Indian embedded value was at | 30048 crore as of March 2022, up 13% YoY. 

Solvency ratio was at 1.76x 

 

Q4FY22 earnings conference call highlights  

 Annual profit reduced YoY for FY22 due to higher mortality reserves 

creation. Continue to hold | 55 crore additional reserves 

 Cash payout of ~| 730 crore, impacted solvency by ~13 bps to 176%  

 Merger approval expected by H2FY23E 

 Expect VNB margins to trend upwards on standalone basis 

 On a merged basis with Exide Life, margins to be similar to FY22 

 May raise capital (equity + debt) as and when needed. Will maintain 

solvency around 180% 

 Higher mortality assumption led to negative operating variance 

 HDFC Ltd engaged primarily in credit protect business. Focus on cross 

selling to home loan customers post-merger 

Peer comparison  

Exhibit 1: ICICI Direct coverage universe (Insurance) 

 
 

 

Source: Company, ICICI Direct Research 

CMP M Cap

(|) TP(|) Rating (| Bn) FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E

SBI Life Insurance 1093 1400 Buy 1094 5.5 17.5 23.5 206.8 65.4 48.7 2.9 2.5 2.1 0.4 0.6 0.7 5.3 15.6 18.3

HDFC Life 550 670 Buy 1160 6.7 9.0 8.9 84.7 63.7 64.1 4.3 3.7 3.1 0.7 0.8 0.7 18.0 18.1 18.2

EPS (|)

Sector / Company

RoE (% )RoA (% )P/ABV (x)P/E (x)
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Result Update | HDFC Life Insurance 

Exhibit 2: Variance Analysis 

 
 

 

Source: Company, ICICI Direct Research  

Exhibit 3: Change in estimates 

 
 

 

Source: Company, ICICI Direct Research 

Exhibit 4: Assumption 

 
 

 

Source: Company, ICICI Direct Research 

 

Q4FY22 Q4FY22E Q4FY21 YoY (% ) Q3FY22 QoQ (% ) Comments

First Year Premium 2,574.9 2,568.0 2,389.2 7.8 2,116.0 21.7 Higher business activity aids FYP

Renewal Premium 7,341.2 7,690.9 6,350.4 15.6 5,543.0 32.4

Single Premium 4,505.2 4,687.0 4,170.6 8.0 4,595.8 -2.0

Net Premium income 14,290 14,797 12,868 11.0 12,124 17.9 Healthy renewals push growth

Income from Investments 1,765.3 5,663.9 6,323.3 -72.1 2,097.9 -15.9 Lower inome due to hardening of yields

Total revenue 16,054.9 20,461.2 19,191.3 -16.3 14,222.2 12.9

Commission 620.7 665.9 597.5 3.9 507.4 22.3 Sequentially higher commissions due to higher business

Operating expenses 1,809.0 1,775.7 1,510.1 19.8 1,502.4 20.4

Management Expenses 2,429.7 2,441.5 2,107.6 15.3 2,009.8 20.9

Benefits paid 9,643.5 9,618.2 8,837.6 9.1 8,081.3 19.3

Change in Actuarial Liability 3,173.4 8,005.0 7,622.7 -58.4 3,850.0 -17.6
Reduced liability due to better interest rates

Total Expenses 12,816.9 17,623.2 16,460.3 -22.1 11,931.3 7.4

Surplus/ (deficit) 707.2 354.4 617.8 14.5 201.7 250.6

Transfer to SH's A/c 500.0 200.0 286.6 74.5 182.5 174.0

Investment income 147.5 202.9 271.3 -45.6 179.1 -17.6

Profit/ (loss) before tax 321.6 342.9 309.1 4.0 275.9 16.5

PAT 357.5 338.9 317.9 12.4 273.7 30.6 Driven by change in acturial liability

Key Metrics

NBP 7,080.1 7,255.0 6,559.8 7.9 6,711.7 29.9 Higher mix in protection and non-par business ahelps

AUM 2,04,170 1,79,503 1,73,839 17.4 1,94,776 5.0

IEV 30,048 31,345 26,620 12.9 29,543 6.3

(| Crore) Old New % Change Old New % Change

Premiums earned - Net 63,695 57,230 -10.2 79,273 70,035 -11.7

Transfer to Shareholders' account 1,278 1,226 -4.1 1,384 1,369 -1.1

PAT 1,846 1,873 1.5 2,088 2,002 -4.1

EV/Share 185 186 0.3 226 229 1.1

FY23E FY24E

FY23E FY24E FY23E FY24E

NBP growth 16.0 20.2 20.4 21.0

AUM growth 13.7 9.6 33.0 33.0

EV Growth 24.6 23.2 34.7 29.8

Comission ratio 4.5 4.5 4.5 4.6

VNB Margin 26.0 26.0 26.0 26.0

Opearating RoEV 18.2 18.2 16.5 15.9

Earl ierCurrent
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Result Update | HDFC Life Insurance 

Financial summary 

Exhibit 5: Policyholders Account   

 
 

 

Source: Company, ICICI Direct Research 

Exhibit 6: Shareholders Account   

 
 

 

Source: Company, ICICI Direct Research 

Exhibit 7: Balance Sheet 

 

Source: Company, ICICI Direct Research 

 

(| Crore) FY20 FY21 FY22 FY23E FY24E

Premiums earned - Net 32223.6 38122.3 45396.5 57229.5 70035.1

Interest, Dividends & Rent 6845.3 32677.6 19215.9 19262.1 22151.4

Others income (incl. MTM) -9807.5 442.0 746.0 1491.5 1715.2

Total Revenue 29,261 71,242 65,358 77,983 93,902

Commission 1491.18 1676.22 1940.3 2614.9 3234.8

Operating expenses 4266.9 4586.0 5612.5 8007.1 9948.1

Benefits paid (Net) 19021.5 22574.8 31863.8 32586.7 37807.5

Change in valuation of policy liabilities 2440.8 40829.6 24681.5 32379.2 37526.0

Provision for tax 149.0 274.4 184.5 978.4 2175.8

Surplus/(deficit) after tax 971.4 1098.4 959.7 1532.7 1711.8

Transfer to Shareholders' account 1,191 991 1,009 1,226 1,369

(| Crore) FY20 FY21 FY22 FY23E FY24E

Amounts transferred from Policyholders' account 1191.4 990.9 1009.3 1226.2 1369.5

Income from investments 437.8 647.6 789.4 1340.1 1529.9

Total 1,648 1,638 1,799 2,566 2,899

Total expenses 99.1 285.0 618.6 635.0 835.0

Profit before Tax 1387.4 1353.5 1180.1 1931.3 2064.4

Provision for tax 16.5 -6.6 -27.6 57.9 61.9

PAT 1,371 1,360 1,208 1,873 2,002

Sources of Funds

Share capital 2019 2021 2113 2108 2108

Reserve and surplus 4968 6407 13285 14666 21938

Credit/[debit] fair value change account -192 207 85 235 252

Networth 6800 8638 15483 17008 24299

Policyholders' funds 119502 162818 187134 244250 308955

Funds for Future Appropriations 883 991 941 1420 1762

Total Liabil ities 127185 173066 197724 262678 335015

Applications of Funds

Shareholders’ investments 5855 8542 15238 15337 20399

Policyholders’ investments 67189 90538 108311 109394 110488

Asset held to cover linked liabilities 54182 74760 80622 107467 123587

Loans 299 424 643 957 1490

Fixed assets - net block 330 340 343 354 361

Net current assets -670 -1538 -995 29169 78691

Total Assets 127185 173066 197724 262678 335015
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Result Update | HDFC Life Insurance 

Exhibit 8: Key Ratios 

 
 

Source: Company, ICICI Direct Research 

Exhibit 9: Key parameters 

 
 

 

Source: Company, ICICI Direct Research 

 

 

 

 

 

 

 

 

 

(Year-end March) FY20 FY21 FY22 FY23E FY24E

Valuation

No. of Equity Shares (Crore) 201.9 202.1 202.1 210.8 210.8

Diluted EPS (|) 6.8 6.7 9.0 8.9 9.5

BV (|) 33.7 42.7 48.1 80.7 115.3

EV per share 102.3 131.7 155.4 185.6 228.6

P/E 80.9 81.6 61.4 61.8 57.8

P/BV 16.3 12.9 11.4 6.8 4.8

P/IEV 5.4 4.2 3.5 3.0 2.4

Efficiency Ratios (%)

Commission expenses as a % of Gross Premium 4.6 4.3 4.4 4.5 4.5

Management expenses  as a % of Gross Premium 17.6 16.2 17.7 18.2 18.4

Return Ratios and capital (%)

Return on Net worth 22.2 17.6 18.0 18.1 18.2

Opearating RoEV 18.1 18.5 18.4 18.2 18.2

Key Ratios (%)

VNB Margin 25.9 26.1 26.4 26.0 26.0

(Year-end March) FY20 FY21 FY22 FY23E FY24E

NBP 17238 20107 29545 34277 41210

Growth (%) 15 17 47 16 20

Linked 11192 11242 12838 12817 15066

Growth (%) -1 0 14 0 18

Non Linked 21514 27341 39509 45651 56467

Growth (%) 20 27 45 16 24

APE 7164 8183 11854 13763 17279

Growth (%) 18 14 45 16 26

VNB 1919 2190 3202 3661 4596

Growth (%) 25 14 46 14 26

EV 20655 26625 31404 39115 48186

Growth (%) 13 29 18 25 23

AUM 127226 173839 204170 232198 254474

Growth (%) 1 37 17 14 10

PH Funds 67189 90538 108311 109394 110488

Growth (%) 18 35 20 1 1

SH Funds 5855 8542 15238 15337 20399
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Result Update | HDFC Life Insurance 

 

 

 

RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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