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NOT RATED

CMP Rs738

Best in class profitability

v

Premium - Premium Income was at Rs 45bn and grew by 19% on YoY basis and
2% on sequential basis.

APE - APE at Rs12.25bn was higher than our estimates of Rs11.11bn. APE grew
by 21% yoy and 6% qog. The growth was led mainly on back more than doubling
of Non-Par segment.

APE Mix - Share of Non-Par increased by 1448bps which was offset by decline in
share of ULIPs and Par business. Share of Individual Protection remained flat.

VNB & VNB Margin - Q3FY21 VNB at Rs3.5bn was higher than our forecasts of
R3.0bn, while VNB margin at 28.6% was above our estimates of 27.4%. On a yoy
basis VNB margins expanded by 758bps.

Persistency improvement - Sequentially, persistency improved by 100bps for
13th Month and 200bps for 61st Month. On a yoy basis 13th month persistency
saw a decline.

Opex and commission ratios - Commission ratios declined 13bps yoy whereas
opex ratio declined by 22bps yoy

EV - EV improved by 6% to Rs117bn from Sept 2020. ROEV stands at 18%

Channel Mix - On YoY as well as QoQ basis, share of banca improved by 398bps
and 171bps respectively.

Axis transaction update: (a) CCl approval received (b) IRDAI application under
progress (c) MSI transaction update: Concluded swap of MSI 20.57% stake in Max
Life, with 21.87% stake in MFSL

Valuations - The stock currently trades at FY23 P/EV of 2.0x.

Our view: : Max Life Insurance has been outperforming its private peers in the past
three quarters in terms of premium growth as well as profitability (VNB Margins).
The company through an aggressive pricing strategy has been able to gain
significant market share in the protection segment. Also, new product launches
along with favorable environment for interest rate hedging mechanism has allowed
them to strengthen their non-par business. The trajectory is likely to sustain.
However, key to future business trajectory lies in the approval for Max Financial
deal with Axis Bank. The stock currently trades at a FY23E P/EV of 2x and is at
discount to peers owing to uncertainty over the Axis Bank deal and high promoter
pledge.
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Exhibit 1: Result Table

Premium Income
Renewal premium
APE

Ind APE
Commission ratio

Opex ratio

VNB
VNB Margin

APE Mix
PAR
Individual protection
Group protection
Non PAR savings
ULIP
Total APE

APE Mix
PAR
Individual protection
Group protection
Non PAR savings
ULIP
Total APE

Distribution mix
Proprietary
Others

Other Banca

Income from investments
Persistency

13th Month
64th Month

Q3FY21
45,573
28,800
12,250
12,100

6.7%
15.8%

3,500
28.6%

2,083
862
372

4,224

4,710

12,250

17%
7%
3%

34%

38%

100%

27%
0%
73%

11,481

83%
54%

Q3FY20
38,219
24,770
10,100
10,010

6.5%
15.6%

2,120
21.0%

2,857
707
433

2,020

4,083

10,100

28%
7%
4%

20%

40%

100%

30%
1%
69%

9,987

85%
53%

% yoy
19%
16%
21%
21%
13bps
22bps

65%
758bps

-27%
22%
-14%
109%
15%
21%

-1129bps
4bps
-125bps
1448bps
-198bps

-298bps
-100bps
398bps

15%

-200bps
100bps

Q2FY21
44,473
29,370
11,540
11,440

6.6%
15.6%

3,250
28.2%

1,631
1,253
725
4,618
3,313
11,540

14%
11%
6%
40%
29%
100%

30%
-1%
71%

11,422

82%
52%

% qoq
2%
-2%
6%
6%
5bps
24bps

8%
41bps

28%
-31%
-49%

-9%

42%

286bps
-382bps
-324bps
-554bps
974bps

-229bps
58bps
171bps

1%

100bps
200bps

Q3FY21E

11,119

3,046
27.4%

Source: Company, Yes Sec Research
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CONCALL TAKEWAYS

Reasons for sequential improvement in VNB Margins

v" Scale advantage as premium growth has been 20%+ as their VNB Margin are on actual cost
basis.

Protection price hike benefit for the full quarter

Tweak in non-par IRR has also played out, no major advantage from favorable FRA
environment in margins

Persistency

v" ULIP persistency continues to be a challenge, Other savings segment persistency has
significantly improved, 500bps impact of ULIP

Expect to end the year at last year level

Operating variance impact was taken in H1 EV (1% impact), no structural impact and hence
not changing any major assumptions

v" Does not expect any negative variance in H2

Product mix
v" Will try to keep the non-par mix at 30-35% range

v" Looking to keep the product mix balanced

Protection slowdown
Google trends indicated slowdown during October to December

v" Pent up demand existed in the initial half

v January has seen a recovery

v' With savings segment picking up, especially in the banca channel, protection took a back seat
Underwriting rules got stricter, but although not a major impact of the same

ULIPs

v" Tax change does not impact ULIP business materially, at worst it impacts long term IRR by
10-15bps
Move is akin to levying capital gains tax on MFs
See max 4-5% impact on Premium, even lesser on VNB
Administrative hassles have increased, some uncertainty still exists with regards to
implementation of the new rule

Claims

v" Claims have been higher and have impacted reserves a bit, although have reduced from peak
v" Implications of COVID on long term mortality assumptions could be adverse

v" Reinsurers having access to global data on COVID are extrapolating experiences elsewhere
to India, which could lead to higher pricing in future
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. 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 YSL and associates 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 certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

YES Securities (India) Limited

Registered Office: Unit No. 602 A, 6th Floor, Tower 1 & 2, One
International Center, Senapati Bapat Marg, Elphinstone Road, Mumbai -
400013, Maharashtra, India.

Tel: +91-22-71123123 | Email: research@ysil.in |
Website: www.yesinvest.in

DISCLOSURE OF INTEREST

Name of the Research Analyst : Prayesh Jain, Urmila Bohra

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Sr.

No. Yes/No

Particulars

Research Analyst or his/her relative’s or YSL’s financial

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or

employee of the subject company(ies) e

YSL has received any compensation from the subject

company in the past twelve months No

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has 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

No

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of

9 securities for the subject company in the past twelve No
months
10 Research Analyst or YSL has been engaged in market No

] making activity for the subject company(ies)

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 |
MERCHANT BANKER: INM000012227 | RESEARCH ANALYST:
INHO00002376 |INVESTMENT ADVISER: INAOO0007331| Sponsor and
Investment Manager to YSL Alternates Alpha Plus Fund (Cat 1l AIF) SEBI
Registration No.: IN/AIF3/20-21/0818 | AMFI ARN Code - 94338.

Details of Compliance Officer: Name: Vaibhav Purohit,
Email id: compliance@ysil.in, Contact No-+91-22-33479208
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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