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Analyst Meet Takeaways: VNB Growth through customer centricity

We attended ICICI Prudential Life’s Analyst Meet, where the insurer reiterated its focus on 4P
(Premium growth, Protection, Persistency & Productivity) strategy through a newly introduced
3C framework, with customer centricity at the core. After margin-led doubling of VNB over
FY19-FY23, the company has articulated a focus on growing above industry, and achieved
above industry growth since 3Q24. Its YTD performance is impressive at 40.9% YoY growth
in individual APE and 20.3% on a two-year CAGR. It has achieved this through a
comprehensive product suite — including innovative products with 100% returns on
surrenders (GPP Flexi with Benefit Enhancer) and trail based commissions (IPRU Platinum
ULIPs). Meanwhile, while VNB margins have come off (Exhibit 9), we expect the company to
report QoQ margin expansion from 3Q25 onwards, just as base catches up on YoY growth.
On regulatory environment, while the company remained non-committal on entering non-life
business, if regulations permit, it expressed confidence in release of capital from Risk-Based
Capital regime, once notified by IRDAI. We continue to value the company at 2.2x FY26e EV
of INR 567.5bn, for an unchanged Target Price of INR 850. Maintain BUY.

= Introduced 3C framework to drive 4P strategy: IPRU introduced the 4P strategy in FY19 —
wherein it focused on premium growth, protection, persistency and productivity for VNB
growth. Over FY19-FY23, it doubled its VNB (20% CAGR), through improvement in
margins (17.0% to 32.0%). Its premium grew at a 2.6% CAGR (against 11.8% for
industry), grew protection at an impressive 20% CAGR and saw its persistency become
best-in-class across cohorts (Exhibit 2). In FY23, it adopted a 4D framework to enable the
4P strategy — Data analystics, Diversified propositions, Digitalisation and Depth in
partnerships. Today, it introduced a 3C framework - Customer centricity at the core,
through Competency (comprehensive product suite, diversified distribution and
operational efficiency) and Catalysts (People, Tech and Analytics). With this framework,
the insurer seeks to balance business growth, profitability and risk & prudence, and
consistently above industry growth.

= Regulatory environment — Surrender charges, IFRS/RBC regime & comprehensive licences:
With variants offering trail-based commissions and 100% payments on surrenders already
in market, the insurer reiterated that it will be able to pass on VNB margins impact
through tweaking payout structures. It has already been preparing IFRS statements, and
expects substantial capital release once a Risk Based Capital regime is implemented. On
composite licences, the company reiterated that its entry into general insurance products
was a call to be taken by ICICI Bank and its JV partners.

= Valuation and view: At CMP, the stock trades at 2.3/2.0x FY25/FY26e EV, at a discount to
HDFC Life and SBI Life, which are strongly supported by their parent banca channels.
While the insurer has done well to diversify its channel mix (its parent banca contributes
<15% of its individual APE compared to 63%/51% for SBI Life/HDFC Life), its product mix
remains ULIP-heavy, exposing it to growth challenges if the natural demand for the
product comes off. We continue to value the company at 2.2x FY26e EV of INR 567.5bn,
to get an unchanged Target Price of INR 850. Maintain BUY.

Financial Summary

INR bn \ FY22  FY23 FY24 FY25E FY26E
Total APE 77.3 86.4 90.5 109.8 125.5
Growth YoY (%) 19.7% 11.7% 4.7% 21.4% 14.3%
Individual APE 65.5 71.6 76.8 94.9 108.9
Opex + Commissions 535 64.5 78.5 771 81.3
VNB 21.6 27.7 223 27.4 323
Growth YoY (%) 33.4% 27.8% -19.5% 23.2% 17.7%
VNB margins 28.0% 32.0% 24.6% 25.0% 25.7%
Core EVOP (%) 14.6% 17.3% 14.9% 15.1% 14.4%
P/EVX 3.4 3.1 2.6 2.3 2.0

Source: Company, JM Financial
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Elements of the 3C framework

Exhibit 1. 3C Framework introduced to drive 4P strategy

3C Framework
v ccumkity' A\ Competency Il Cotaiyst

ESG Integrated with
business management

Deliver sustainable VNB growth by balancing business growth, profitability and risk & prudence

Source: Company

Customer centricity remains at the core: Since Dec’'23, the company has innovated with
industry first offerings — the GPP Flexi with Benefit Enhancer, an annuity product which
returns 100% of premiums on surrender, and ICICI Pru Platinum ULIPs, which works with

a

st

trail-based commission structure — before updated product regulations kick in from 1

Oct'24, staying ahead of industry.

The company highlighted two aspects,

Right product for the right customer: It identified 10 personas based on age and
income levels, to guide frontline salespeople on the right product fit — which helps
improve productivity and persistency, and curbs mis-selling, through data analytics.

Claims for sure: The company’s Claim Settlement Ratio to an impressive 99.35% in
1Q25, along with an average settlement time of 1.2 days, which has reflected in
industry leading NPS score of 63.

Competency: The insurer highlighted its competency through three key aspects,

Comprehensive product suite: The company has taken the lead in launching product
variants with 100% returns on surrenders (GPP Flexi with Benefit Enhancer) and trail
based commissions (IPRU Platinum ULIPs).

Diversified distribution: Exhibit 7 highlights the fruits of the insurer’s forced efforts to
reduce dependence on dominant partners — banca, agency and other contributed
30%-35% to its individual APE in 1Q25.

Operational efficiency: The company highlighted innovative products, including digital
onboarding processes, Partners app, advisor platform, etc. to drive efficiency.

Catalyst: People, Tech and Analytics are the three key catalysts which enables the
company to build competency, and deliver customer value.

People: The company has taken the lead in launching product variants with 100%
returns on surrenders (GPP Flexi with Benefit Enhancer) and trail based commissions
(IPRU Platinum ULIPs).

Tech: Tech platforms aimed at enhancing customer experience and supporting sales &
distribution through the stages of pre-sales, onboarding & issuance and partner
integration.

- Analytics: Analytics is embedded into developing competency and customer centricity,

as AI/ML and traditional tools enable the company to better understand its customers
and satisfy their needs by identifying the right distribution and seamless processing.
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Exhibit 2. 13" month persistency: IPRU stands out compared to peers

13th Month Persistency

Exhibit 3. 25" month persistency: IPRU>HDFC Life>SBI Life>LIC
25th Month Persistency
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Exhibit 4. 37" month persistency: 6pps improvement since FY22 Exhibit 5. 49" month persistency: 6pps improvement since FY22
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Exhibit 6. Traditional products only 17% of 1Q APE Exhibit 7. Well-diversified channel mix
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Exhibit 8. Growth has recovered in CY25

mmmm APE (INR bn) % YoY (RHS)

100 40%
0
86
I 34.4% - 30%
L 20%
60
- 10%
40
L 0%
20
20 7 . 10%
0 ; L 20%

FY20 FY21 FY22 FY23 FY24 1Q24 1Q25

Exhibit 9. VNB margins came off in FY24, expect recovery in 2HFY25
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Exhibit 10. EV to compound at 16% over FY24-FY26e
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Exhibit 11. Stock has re-rated with growth, focus now on margins
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Financial Tables (Standalone)

Technical Statement (INR mn)
Y/E March FY22A FY23A FY24A FY25E FY26E
Gross premiums 374,580 399,328 432,356 461,036 517,915
Net premiums 363,213 385,595 417,597 445,325 499,335
Investment income 249,695 99,646 465,503 181,614 235,366
Other Income 22,737 19,540 19,973 21,663 28,850
Total Income 635,645 504,781 903,073 648,603 763,551
Commissions 16,729 18,639 37,220 26,054 29,268
Operating expenses 36,730 45,832 41,260 51,017 52,037
Provisions & Taxes 7,148 9,078 7,251 11,913 13,747
Total expenses 60,606 73,549 85,731 84,862 95,052
Benefits paid 293,588 310,042 400,060 381,265 447,366
rcezgr”vgees in valuation of life 257,837 98170 406,391 120,721 141,651
Total Benefits 551,426 408,211 806,450 501,986 589,017
Surplus/(Deficit) for the year 23,613 23,021 10,892 40,092 50,632
Source: Company, JM Financial

Shareholder’s Statement (INR mn)
Y/E March FY22A FY23A FY24A FY25E FY26E
L’é’;ﬁ‘ji’lfmm the Policyholders' &5, 20,162 14,719 34,078 43,038
Investment income 10,114 8,761 13,692 10,979 12,077
Other income 22 13 143 0 0
Total income 31,738 28,936 28,554 45,057 55,114
Operating expenses 2,222 1,942 1,395 2,141 2,299
;gﬁgy’%gggféhe 21,611 18,024 17,926 20,810 23,377
Profit before tax 7,906 8,969 9,232 22,105 29,439
Tax 364 862 708 442 589
Profit after tax 7,541 8,107 8,524 21,663 28,850

Balance Sheet

Y/E March FY22A FY23A FY24A
Shareholders’ Investments 98,535 98,514 105,755
Policyholders’ Investments 773,880 943,110 1,143,182
Unit linked Investments 1,508,663 1,440,581 1,648,424
Loans 9,401 13,141 17,606
Fixed assets 4,872 5,955 7,180
Net Current Assets / (Liab) -3,449 291 13,122
Total Assets 2,391,903 2,501,591 2,935,269
Borrowings 12,000 12,000 12,000
Fair Value Change Account 28,954 28,327 50,273
Policy Liabilities 840,070 991,331 1,170,872
Linked Liabilities 1,405,414 1,352,323 1,579,173
FFA 13,833 16,693 12,866
Total Liabilities 2,300,272 2,400,674 2,825,183
Share Capital 14,373 14,386 14,410
Reserves and surplus 75,915 83,731 92,223
Fair Value Change Account 1,342 2,801 3,453
Shareholder's equity 91,631 100,918 110,086

(INR mn)
FY25E FY26E
119,202 131,122
1,694,508 2,174,410
2,161,043 2,542,250
15,172 17,044
6,409 6,804
313 332
3,996,648 4,871,962
12,000 12,000
28,327 28,327
1,677,563 2,152,666
2,052,991 2,415,137
19,272 21,650
3,790,154 4,629,780
14,443 14,472
192,051 227,710
0 0
206,494 242,182

Source: Company, JM Financial

Source: Company, JM Financial
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History of Recommendation and Target Price Recommendation History
Date Recommendation Target Price % Chg. ICICI Prudential Life Insurance
17-Apr-24 Buy 736
22-Apr-24 Buy 736 0.0
24-Apr-24 Buy 736 0.0 40 1 B
10-Jun-24 Buy 736 0.0 725 | E
13-Jun-24 Buy 736 0.0 B
9-Jul-24 Buy 736 0.0 610 -+
24-Jul-24 Buy 736 0.0 155
29-Aug-24 Buy 850 15.5
3&":' T
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