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Insurance penetration and density comparisons with regional and global peers suggest that India has
a long way to go. Today, covid is a big inflexion point for the industry, which not only increased
awareness of insurance, but also has forced many insurers to speed up their technology adoption.
Buying life insurance is not just about getting a tax incentive anymore, as uncertainty has changed consumer
behavior and driven them to add pure protection products in their financial plan. In spite of the macro
tailwinds, the industry is not out of the woods yet and might see some near-term pressure. Due to second
wave of Covid, the industry saw a spike in death claims in Q1FY22, resulting in companies taking a huge hit
on their profitability to set aside reserves to mitigate the impact of elevated levels of claims. The possibility
of a third wave has kept insurers on their toes. With more number of people getting vaccinated, we believe
the overall impact of the third wave of covid-19 infections could be lower than the second wave of covid-19
infections. Thus, possibly lower number of claims. India has provided one COVID vaccination dose to 45.6
Cr i.e.49% of the adult population of about 94 Cr and two doses 13.28 Cr i.e. 14% of the adult population.
While the near-term outlook is clouded by possibility of third wave, we see life insurance as an attractive
long-term bet with a long runway for growth, supported by India’s demographics (young & growing insurable
population) and positive regulatory developments.
HDFC Life (structural play)
We believe the Indian insurance market has substantial growth opportunities; and HDFC Life, with its strong
brand image and widespread bancassurance network, is well placed to capture these opportunities. While
HDFC Life has been at the forefront of product innovation, what is really impressive is its ability to
continuously rebalance its product mix based on risk, market dynamics, and customer appetite. During Q1
FY22, the company has reported APE growth of 27% YoY vs 13% for the industry supported by strong
traditional product portfolio and better distribution especially bancassurance. However, APE growth was
lower than pre-COVID19 levels (2% lower than Q1FY20). VNB for 1QFY22 grew by 41% YoY on the back of
margin improving to 26.3% (+212bps YoY), mostly due to higher share of annuity and strong recovery in
credit protect. Reserving of Rs7bn for COVID claims seems adequate currently. However, a third wave of
COVID can be detrimental. We believe medium to long term prospects for the company remain intact, given
its solid product portfolio (with lower ULIP mix &amp; higher protection business), diversified distribution
network and favorable macro traits in the domestic life insurance industry. Thus, we recommend investors
to buy this stock, with a price target of Rs 806.
SBI Life (Overwhelming reach)
SBI Life Insurance is one of the largest private life insurers in India with cost leadership and strong distributes
reach via 24,000-plus SBI branches, 12,000-plus partner branches (South Indian Bank, Repco Home Finance,
etc.), 157,000- plus Agents and 100- plus Brokers. During Q1FY22, the company has reported APE growth
of 27% YoY (benign base), led by a rebound in ULIPs/protection/annuity up 60/36/26% YoY. VNB growth was
healthy at 52% YoY, with VNB margins improved to 24.1% (+400 bps YoY). Persistency improved on a YoY
basis across buckets (barring 61st month), with 13th/49th month improving 300bp/325bp to 84.5%/67.0%.
The company paid Covid-19 claims of Rs 5.7 Bn in Q1FY22 which is moderate given its scale and compared
to the claims paid by competition. The company holds additional COVID reserves of Rs 4.4b for potential
future claims. SBI Life remains well placed in the life insurance space with a shift toward a profitable product
mix, extensive distribution network, low opex ratio and strong solvency ratio at 215%, against the regulatory
requirement of 150%. Thus, we recommend investors to buy this stock, with a price target of Rs 1354.
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Disclaimer
Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186) was
established in 1997 and is an integrated financial services player offering an extensive range of financial solutions and
services to a wide spectrum of customers with varied needs ranging from equities to mutual funds to depository services.
D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited
(NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and is engaged in the securities
businesses including stock broking (Institutional and retail), depository participant, portfolio management and services
rendered in connection with distribution of primary market issues and financial products like mutual funds, fixed deposits.
Details of associates are available on our website i.e. www.dalal-broacha.com
D&B is registered as Research Analyst with SEBI bearing registration Number INH000001246 as per SEBI (Research
Analysts) Regulations, 2014.
D&B 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 in any time in the past. It has not been debarred from doing business by any Stock
Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.
SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice
letters or levied minor penalty on D&B for certain operational deviations in routine course of business.
D&B 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 reflect his or her personal views about the subject company or companies and its 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.
Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations,
2014 with reference to the subject company(s) covered in this report-:
D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.
The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject company.
D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of
the month immediately preceding the date of publication of Research Report.
Disclosures in respect of Research Analyst:
Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more
securities of the subject company at the end of the month immediately preceding the date of
publication of Research Report:

No

Whether the Research Analyst or his/her relative’s financial interest in the subject company.

No

Whether the research Analyst has served as officer, director or employee of the subject company

No

Whether the Research Analyst has received any compensation from the subject company in the
past twelve months

No

Whether the Research Analyst has managed or co‐managed public offering of securities for the
subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months

No
No

Whether the Research Analyst 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

Whether the Research Analyst has received any compensation or other benefits from the subject
company or third party in connection with the research report

No

D&B and/or its affiliates may seek investment banking or other business from the company or companies that are the
subject of this material. Our salespeople, traders, and other professionals may provide oral or written market commentary
or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary
trading and investing businesses may make investment decisions that may be inconsistent with the recommendations
expressed herein.
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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 including but not limited to those stated herein. Additionally, other important
information 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 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 or which would subject D&B or its group companies to any registration or
licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to
any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any
U.S. person. Unless otherwise stated, this message should not be construed as official confirmation of any transaction. No
part of this document may be distributed in Canada or used by private customers in United Kingdom. All material presented
in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the material, nor its content, nor
any
copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express
written permission of D&B . All trademarks, service marks and logos used in this report are trademarks or registered
trademarks of D&B or its Group Companies. The information contained herein is not intended for publication or
distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying
of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk
Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of
India before investing in Indian Securities Market. In so far as this report includes current or historic information, it is
believed to be reliable, although its accuracy and completeness cannot be guaranteed.
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