COMPANY UPDATE

HOLD

TP: Rs 595 | A 8%

ICICI PRUDENTIAL LIFE |

Insurance

Green shoots of growth

= Individual APE market share grew to 10%/12.4% in Jan/Feb’24 from
8.7% in 9MFY24 — a positive surprise

= Retail protection growth rebounded in 9MFY24, but a product mix tilt
toward ULIPs suppressed VNB margin

= Maintain HOLD with a new TP of Rs 595 (vs. Rs 556) on a higher target
FY26E P/EV of 1.6x (vs. 1.5x); consistency in growth key to watch
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Market share gains in Jan-Feb a surprise: IPRU has consistently ceded market
share, losing 700bps in individual APE terms between FY20 and 9MFY24 to 8.7%,
with mediocre growth over this period. We were, thus, pleasantly surprised by its
market share gains to 10% in Jan’24 and 12.4% in Feb’24. Management indicated
that APE rose 6% YoY in 11MFY24 and is guiding for double-digit growth (annualised)
in Q4FY24 despite the high base of last year when customers brought forward
insurance purchases in light of revised tax norms. Baking in the 11-month data, we
raise our FY24 APE estimate by 1.5% to Rs 86bn but keep our FY25/FY26 numbers
largely intact at Rs 93bn/Rs 102bn.

Retail protection growth rebounds, VNB margin drops in 9MFY24: After a 7%
CAGR decline in retail protection APE over FY19-FY23 (vs. +8% for HDFC Life and
+28% for SBI Life), IPRU clocked 55% YoY growth in 9MFY24, albeit on a low base.
Owing to a shift in product mix towards ULIPs and higher expense ratios, the
company’s 9MFY24 VNB margin contracted materially to 26.7% from 32% in the
year-ago period. That said, margins declined for other private players as well, but at
a slower pace.

Bancassurance channel remains weak: ICICI Bank’s (ICICIBC) strategy of
marketing selective insurance products hindered IPRU’s growth, with the parent
originating just 14% of APE at end-9MFY24 from 51% at end-FY19. This also
induced a halving of overall APE share from the bancassurance distribution channel
to 28% from 55% over the period. In contrast, we note that major listed peers derive
most of their business from banking partners — a differentiating growth factor.

Maintain HOLD: The stock is currently trading at 1.5x FY26E P/EV. Accounting for
positive signals on the market share and retail protection fronts, we raise our target
FY26E P/EV multiple to 1.6x from 1.5x, reflecting a 30% discount to the stock’s long-
term mean from 35% previously. Our TP thus rises to Rs 595 (vs. Rs 556) while our
rating remains at HOLD considering the middling 8% upside potential. Demonstration
of consistent growth would be key to a rerating for IPRU, in our view.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures and analyst certifications are provided at the end of the report.
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Ticker/Price IPRU IN/Rs 550
Market cap US$ 9.6bn
Free float 27%
3M ADV US$ 15.9mn
52wk high/low Rs 616/Rs 391
Promoter/FPI/DII 73%/15%17%

Source: NSE | Price as of 19 Mar 2024

Key financials

YIE 31 Mar FY23A FY24E FY25E
NBP (Rs mn) 1,74,125 1,71,201 1,86,546
APE (Rs mn) 86,400 85976 93,441
VNB (Rs mn) 27,648 22,784 25,229
Embedded Value (Rs mn) 3,56,338 4,09,189 4,67,713
VNB margin (%) 32.0 26.5 27.0
EVPS (Rs) 2480 2847 3254
EPS (Rs) 5.6 7.7 8.9
Consensus EPS (Rs) 5.6 7.5 8.6
PIEV (x) 22 1.9 1.7

Source: Company, Bloomberg, BOBCAPS Research
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Recouping of market share a positive

IPRU’s market share in individual APE had dropped from 15.8% in FY20 to 9.9% in
FY23 and 8.7% in 9MFY24 alongside weak growth, reflecting our key concerns about
the company. However, in January and February of this year, IPRU managed to reverse
this trend with an increase in market share to 10% and 12.4% respectively, as its
individual APE grew by 22% and 34% YoY for the two months vs. 20% for the industry,
helping solidify its No. 3 position among private life insurers. Per the company, overall
APE has risen by 8%/39% YoY in January/February.

The company’s Q4FY24 performance remains a key monitorable. Management has
guided for double-digit APE growth on an annualised basis for the quarter despite a
higher base of last year when customers brought forward their insurance purchases
amid revised taxation norms. IPRU expects growth to come from a combination of

products and distribution channels in which it has invested over the last 18 months.

Fig 1 — IPRU’s market share has rebounded in Jan-Feb’24
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Though the FY24 YTD (April-February) numbers rank IPRU as the No. 3 private player
because of a strong showing in January and February, we note that Max Life had nosed
ahead by 20bps in 9MFY24. This implies that IPRU must hold on to its current market
share, at the very least, to be regarded as a credible third player in the sector.

Concerns over bancassurance channel persist

IPRU’s APE grew 5% YoY in Q3FY24 to Rs 19bn and 2% YoY in 9MFY24 to Rs 54bn.
While the share of non-ICICIBC banking partners in APE origination has risen from 4%
at end-FY19 to 14% in 9MFY24, parent ICICIBC'’s contribution has plummeted from
51% to 14% over this period. This, in turn, has induced a decline in overall
bancassurance channel share from 55% to 28%.

In contrast, we note that major listed peers derive most of their business from banking
partners (~65% vs. 28% for IPRU) and are aggressively pursuing tie-ups to further
augment their bank-driven channels, posing stiff competition to the company and
serving as a differentiating factor for growth.
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Fig 2 — Low APE origination from bancassurance channel
a key reason for IPRU’s underperformance
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Fig 3 — Bancassurance share fell owing to ICICIBC’s
selective sales of insurance products
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Retail protection growth rebounded in 9MFY24

IPRU’s retail (individual) protection APE had declined at a 7% CAGR over FY19-FY23
to Rs 3.4bn as the high demand for protection plans seen in FY20 fizzled out.

Consequently, the retail component of the company’s protection APE business
dwindled to 22% at end-FY23 as compared to 60% in FY19. Matters improved in
9MFY24 when growth rebounded by 55% YoY, albeit off a soft base. SBI Life, which
had the highest four-year CAGR in retail protection APE among our universe of private
life insurers, saw a marginal decline in 9MFY24 but was up against a high base.

Fig 4 — Retail protection growth the highest for SBI Life
over FY19-FY23 whereas IPRU struggled

Fig 5 — IPRU saw growth rebound in 9MFY24
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VNB margin shows a decline

IPRU’s focus on profitable products has enabled it to maintain high VNB margins, at
32% for FY23 vs. 27.6% for HDFC Life and 30.1% for SBI Life. However, the situation
reversed in 9IMFY24 when margins fell the most for IPRU among private life insurers.
SBI Life also saw a decline whereas HDFC Life was able to maintain its margin.

The company’s VNB margin contracted 530bps to 26.7% in 9MFY24 from 32% in the
year-ago period because of (i) a change in product mix towards ULIPs and participating
products which carry comparatively lower margins, (ii) higher expense ratios primarily
due to higher commissions, (iii) competitive pressure on pricing in both the non-par as
well as annuity businesses, and (iv) lower deal sizes in group term policies, indicating
that premiums have normalised after Covid. In comparison, SBI Life’s VNB margin
decreased 150bps to 28.1% in 9MFY24 while HDFC Life was flat at 26.5%.

Fig 6 — VNB margin expanded for all private players over Fig 7 — ...but declined across the board in 9MFY24 — most
FY20-FY23 with IPRU leading the charge... of all for IPRU
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IPRU’s dull growth and prolonged market share bleed since FY20 have kept us
cautious on the stock. That said, positive signals on market share and retail protection
fronts in recent months now lead us to raise our FY24 APE projection by 1.5% to

Rs 86bn, though we retain our FY25/FY26 APE estimates and keep VNB margin
forecasts unchanged. We also increase our target FY26E P/EV multiple to 1.6x from 1.5x,
which represents a 30% discount to the stock’s long-term mean from 35% previously.

Based on these revisions, our TP rises to Rs 595 (from Rs 556). Even so, we maintain
our HOLD rating as we await more consistent progress on market share and APE
growth together with a pickup in business origination from the parent bank.

Fig 8 — Revised estimates

(Rs bn) New Old Change (%)

FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Gross Premium 406 429 460 404 428 459 0.6 0.2 0.2
Net Premium 392 415 444 389 414 443 0.6 0.2 0.2
VNB 23 25 27 22 25 27 1.5 0.1 0.1
APE 86 93 102 85 93 102 1.5 0.1 0.1
Embedded Value (EV) 409 468 533 409 467 533 0.1 0.1 0.1
VNB Margin (%) 26.5 27.0 27.0 26.5 27.0 27.0 Obps Obps Obps

Source: BOBCAPS Research

Fig 9 — Valuation summary
Synopsis of valuation

Adj. Embedded Value - FY26E (Rs bn) 533
PV of Future business (Rs bn) 324
Total value (Rs bn) 857
Current P/ EV - FY26E (x) 15
Implied P/ EV - FY26E (x) 1.6
Implied Target Price (Rs) 592
Implied Target Price (round off) (Rs) 595
Current Price (Rs) 550
Upside (%) 8

Source: BOBCAPS Research

Fig 10 — 1Y fwd P/EV - Trading around -1SD
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Key upside risks to our estimates are:

= Favourable changes in regulatory framework: Any favourable change in
regulations, such as increased 80C income tax deduction limits, can positively
impact IPRU’s growth.

= Increase in market share: Barring recent months, IPRU has been losing market
share for several years now. A sustained reversal of this trend will be a key
positive.

= Bancassurance channel growth: If parent ICICIBC were to alter its marketing
strategy to include all types of insurance products or if the contribution from other
banks rises substantially, IPRU’s business growth could come in ahead of our
estimates.

= Profits from capital and bond markets: Prolonged strength in capital markets
could push up growth in ULIPs. Although insurance companies are aiming for a
balanced product mix, many of them still have sizeable business from ULIPs.

Key downside risks to our estimates are:

= Unfavourable changes in regulatory framework: Any unfavourable change in
regulations can impact business growth. For example, ULIP proceeds are currently
taxed to the extent the yearly premium exceeds Rs 0.25mn. Similarly, any change
in the income tax rate of insurance companies can adversely affect profitability.

= Losses from capital and bond markets: Prolonged weakness in capital markets
could hamper the growth of ULIPs. Although insurance companies are aiming for a
balanced product mix, many of them have sizeable business coming from ULIPs.
For IPRU, the sensitivity of a decline in equity markets on embedded value is
comparatively higher as compared to private peers.

=  Adverse economic events: A significant economic decline may result in financial
difficulties or defaults by issuers of bonds in the company’s investment portfolios.
Shareholders’ equity & earnings and policyholders’ funds may be affected by fair
value revaluation of bonds held in the investment portfolios.

= High surrender of policies: Life insurance companies face the risk of surrendered
policies. In ULIPs, customers can withdraw policies after five years even if they
have been taken for longer durations. Policies can also be surrendered in case of
job loss and monetary needs, among other factors, which lowers insurer
persistency ratios.

6 20 March 2024
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APE Average Premium Equivalent IRDA Insurance Regulatory and Development Authority

EOM Expenses of Management NBP New Business Premium

EV Embedded Value ROEV Return on Embedded Value

EVOP Embedded Value Operating Profit uLIP Unit Linked Insurance Plan

HNI High Net Worth Individuals VNB Value of New Business

Source: BOBCAPS Research

Company Ticker Market Cap (US$ bn) Price (Rs) Target (Rs) Rating
HDFC Life HDFCLIFE IN 16.4 633 850 BUY
ICICI Prudential Life IPRU IN 9.6 550 595 HOLD
LIC LICIIN 67.7 880 1,140 HOLD
SBI Life SBILIFE IN 178 1,461 1,970 BUY

Source: BOBCAPS Research, NSE | Price as of 19 Mar 2024
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Y/E 31 Mar (Rs mn) FY22A FY23A FY24E FY25E FY26E Y/E 31 Mar (Rs mn) FY22A FY23A FY24E FY25E FY26E
Gross premium income 3,74,580 3,99,328 4,06,215 4,29,436 4,60,328 Equity 91,631  1,00918 1,07726  1,19,050  1,36,700
First year premium 59,655 64,938 64,850 70,427 76,750 Policyholders' funds 21,711,190 22,83,724 25,5743 28,08,149 31,22,378
Renewal premium 2,19,557 2,25,203 2,35,014 2,42,890 2,56,920 FFA 13,833 16,693 12,520 13,146 17,089
Single premium 95,367 1,09,187 1,06,351 1,16,119 1,26,658 Others 167,748 157,138 140,761  1,56,585  1,95,090
Net written premium 3,63,213 3,85,595 3,91,848 4,14,576 4,44,258 Total liabilities 24,44,402 2558472 27,66,749 30,96,930 34,71,257
Income from investments 2,49,695 99,646 4,60,280 3,29,949 3,46,426 Shareholders' funds 98,535 98,514  1,18217  1,35949  1,56,342
Other Income 22,737 19,540 20,827 22,085 23,444 Policyholders' funds 7,73,880 943,110 10,36,577 11,99,002 13,88,259
Total income 6,35,645 5,04,781 8,72,954 7,66,610 8,14,128 Assets to cover inked liab. ~ 15,08,663  14,40,581  15,12,610 16,63,871 18,30,258
Commissions 16,729 18,639 31,235 31,457 33,461 Others 63,324 76,268 99,346 98,107 96,398
Operating expenses 37,011 46,458 44,485 47177 50,779 Total assets 24,44,402 2558472 27,66,749 30,96,930 34,71,257
Benefits and bonuses paid 2,93,588 3,10,042 3,44,986 3,50,401 3,73,437
Change in liabilities (net) 2,57,837 98,170 4,19,934 3,02,407 3,14,229 Key Metrics
Others 0 0 0 0 0 YIE 31 Mar FY22A FY23A FY24E FY25E FY26E
Total expenses 6,05,166 4,73,309 8,40,640 7,31,441 7,71,906 AUM (Rs mn) 24,04,920 2511910 26,86,309 30,16,868 33,91,643
Surplus before tax 30,479 31,473 32,315 35,169 42,222 NBP (Rs mn) 1,565,022  1,74,125 1,771,201  1,86,546  2,03,408
Provision for tax 8,576 8,451 10,129 8,369 8,816 APE (Rs mn) 77,330 86,400 85,976 93,441  1,01,843
Surplus after tax 21,904 23,021 22,186 26,799 33,406 VNB (Rs mn) 21,652 27,648 22,784 25,229 27,498
Trf to shareholders’ alc 19,609 20,162 20,145 23,933 30,165 VNB margin (%) 28.0 320 26.5 27.0 27.0
Balance being FFA 2,295 2,860 2,042 2,866 3,241 Embedded value (Rsmn) ~ 3,16,250  3,56,338  4,09,189  4,67,713  5,33,188
ROEV (%) 11.0 17.4 15.2 14.7 14.3
Income Statement (Non-technical) ROE (%) 8.2 8.4 10.6 113 14.9
Y/E 31 Mar (Rs mn) FY22A FY23A FY24E FY25E FY26E Opex ratio (%) 9.8 115 10.8 10.8 10.9
Trf from policyholders’ a/c 21,602 20,162 20,145 23,933 30,165 Cost ratio (%) 143 16.1 185 18.2 18.2
Income from investments 10,114 8,761 13,004 12,073 13,884 Solvency ratio (%) 204.5 208.9 201.6 209.2 213.2
Contr. to policyholders’ fund 21,611 18,024 18,926 19,872 20,865 EPS (Rs) 5.3 56 7.7 8.9 133
Others (1,002) (1,009) (1,010) (1,031) (1,052) BVPS (Rs) 63.8 70.2 74.9 82.8 95.1
PBT 9,103 9,890 13,213 15,103 22,131 EVPS (Rs) 220.2 248.0 284.7 325.4 370.9
Provision for taxation 364 862 1,229 1,418 2,121 Source: Company, BOBCAPS Research
PAT 8,739 9,027 11,984 13,685 20,010
Dividend+Interim div.+DDT 793 864 1,440 1,440 1,440
EQUITY RESEARCH 8 20 March 2024
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) OR IN OR INTO ANY OTHER JURISDICTION
IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

Disclaimer

Name of the Research Entity: BOB Capital Markets Limited
Registered office Address: 1704, B Wing, Parinee Crescenzo, G Block, BKC, Bandra East, Mumbai 400051

SEBI Research Analyst Registration No: INH000000040 valid till 03 February 2025
Brand Name: BOBCAPS

Trade Name: www.barodaetrade.com
CIN: U65999MH1996G01098009

(oge: /B3 BOBCAPS

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY - Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.

Ratings and Target Price (3-year history): ICICI PRUDENTIAL LIFE (IPRU IN)
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Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about
the subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOB Capital Markets
Limited (BOBCAPS).

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.

BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives

of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions 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 conflicts of
interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on
this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and Exchange

Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance advisory
or any other activity that may affect the independence of its research reports.
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The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable for
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as
such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long”
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment banking
or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by
foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and
understood the Risk disclosure document before entering into any derivative transactions.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS'’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.
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BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.
The research analyst(s) has not served as an officer, director or employee of the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS'’s associates may have financial interest in the subject company. BOBCAPS’s associates may hold actual / beneficial ownership of one per cent or more
securities in the subject company at the end of the month immediately preceding the date of publication of this report.
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