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Focus on profitable growth across segment....

About the stock: Bajaj Finserv (Finserv) is a financial conglomerate with a holding
in the financing business (Bajaj Finance), life insurance (Bajaj Life Insurance),
general insurance (Bajaj General Insurance) and securities business.

e Consistent, faster business growth and profitability remain in focus

Q1FY26 performance: Bajaj Finserv reported a strong Q1FY26, with lending
momentum sustaining and improvement in life insurance profitability, while general
insurance remained subdued. Consolidated revenue grew 13% YoY to
X35,451 crore, driven by the lending arm. AUM rose 25% YoY to X4,41,450 crore,
with PAT from lending up 22% YoY to 4,765 crore, reflecting robust disbursements
and stable asset quality (GNPA at 1.03%, NNPA at 0.5%). In General Insurance
GWP grew 9% YoY to X5,202 crore, though higher expense kept combined ratio
higher at 103.6%, though claim ratio witnessed improvement. Investment income,
supported PAT at X660 crore (up 15% YoY). In Life Insurance RWRP moderated 3%
YoY to X1,255 crore, but focus on protection business lifted VNB growth by 39%
YoY to X145 crore, with NBM expanding 420 bps YoY to 11.1%. PAT surged 76%
YoY to X171 crore, aided by higher investment gain.

Investment Rationale

e Strategy focussing on selective business to aid Gl: BAGIC's performance
was mixed, with improved claims ratio and healthy PAT driven by
investment income, despite a high CoR of 103.6% due to higher distributor
payouts. Strong distribution mix, selective product approach and focus on
limiting opex under regulatory regime (EoM) remains moat for continued
business growth and improvement in combined ratio ahead.

e Product alignment with profitability in focus: Revamp in product
portfolio aligning with revised IRDAI regulations coupled with focus
towards high margin retail protection segment led to ~13% decline in APE,
but drove 43% growth in retail protection and improve VNB margin. While
restructuring of legacy products, optimizing operating leverage is
undertaken to establish a leaner cost model, higher proportion of riders,
deliberate shift towards protection segment will drive VNB margin.

e Beyond insurance, new businesses are scaling well: AMC business
crossed 25,011 crore in AUM (50%+ equity mix) with non-group share at
83%, Bajaj Markets expanded to 100 partners, and Bajaj Broking’s
customer base reached 10.5 lakh with 39% growth in AUM. These
developments reinforce Bajaj Finserv's transition toward a more
diversified, margin-accretive growth model.

Rating and Target Price

e Poised to deliver sustained performance with steady margins and credit
cost, though selective approach, amid asset quality concerns in certain
pockets, could limit growth momentum. Focus on profitability in life
insurance and continued selective approach in general insurance is seen to
aid sustained overall earnings.

e Valuing the business using SOTP valuation, we maintain our target price of
2100 per share. Recommend a Hold rating.

Key Financial Summary

Key financials 2 Year CAGR
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Particulars Amount
Market Capitalisation 3 3,16,623 crore
52 week H/L 2135/1523
Face Value 1.0
Net worth I 75,250 Crore
DIl Holding (%) 10.1
Fll Holding (%) 8.4
Shareholding pattern

{in %) Sep-24 Dec-24 Mar-25 Jun-25
Promoter 60.6 60.6 60.6 58.8
Fll 8.2 7.4 75 8.4
DIl 8.1 89 9.0 10.1
Public 22.8 229 22.7 22.6
Others 0.1 0.1 0.1 0.1
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(i) Persistently high CoR in BAGIC

(ii) Elevated level of delinquencies to
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Lo FY23 FY24 FY25 o3 ros) FY26E FY27E
Revenue 71,819.9 1,10,383.0 1,33,822.0 36.5% 1,51,157.5 1,82,601.8
PAT 6,252.1 8,148.0 8,872.3 19.1% 11,045.8 13,599.5
EPS () 39.2 51.2 55.2 69.3 85.3
BV R) 291.5 342.3 397.1 466.1 551.0
P/E 50.1 38.4 35.6 28.3 23.0
P/BV 6.7 5.7 4.9 4.2 3.6
RoA 2.5 3.5 3.0 3.0 3.0
RoE 14.4 16.1 14.9 16.1 16.8

2 year CAGR
(FY25-27E)
16.8%

23.8%

Source: Company, ICICI Direct Research
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https://www.nseindia.com/get-quotes/equity?symbol=BAJAJFINSV
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Concall highlights and outlook
BAGIC

e Combined ratio at 103.6% was elevated, driven by 1/n regulation change.
Higher acquisition costs resulted in higher CoR on account of business in
preferred segments. PAT grew 15%, attributable to better investment
performance.

e The company remains committed to discipline and target combined ratio
close to 100% The management mentioned that despite market conditions,
there has to be discipline in underwriting. Combined ratio stood at 103.6%
(vs 103.7% YoY); underwriting loss of X116 crore, which was due to higher
acquisition costs and focus on preferred segments.

e Tender prices in the crop segment were not favourable; hence, the company
did not grow the crop segment during the quarter.

e Commissions have increased on account of business in the preferred
segment. Further, the company has underwritten new business (compulsory
3Y/5Y business) in the Motor TP segment.

BALIC

e After implementation of the new surrender regulations, the company has
focused on profitability-driven growth. VNB growth was substantial in the
recent quarter.

e Agency saw a 5-year CAGR of 25%. The company took a pause in the
agency channel during the quarter. The agency channel has done a lot of
heavy lifting, which has shown great results. The significant shift in agency
channel is owing to the focus on term plans. Management expects agency
channel to witness slow growth in next quarter as well, after which it is
expected to pick up.

e The product mix has seen increased contribution from protection. Thus,
product construct changed significantly which resulted in improved
margins. Further, the company has also worked on cost-optimization, which
has resulted in higher margins.

e The rider attachment is healthy, and is currently 17% attachment across
businesses.

e The company has increased average premium to X30,000-35,000,
depending on the channels selling the term plan. Agency and institutional
channels are selling term products. There is ~9% increase in the ticket size.
The management stated that the company is looking toward establishing a
channel specifically focused on term plans. 30% of agency customers are
term plan customers. The management will maintain the pricing and quality
of the protection book.

e The management expects APE growth to revive during H2FY26.

e The management expects all the lines of Group Protection to pick up, with
the uptick in credit disbursals.

New business

e Bajaj Markets: Topline down to X92 crore (from X135 crore YoY) due to
digital journey changes. Topline dip expected to recover from Q2

e  AMC business AUM at 25,000 crore (up 107% YoY), 83% non-group share

e Bajaj Broking strong growth on AUM, PAT led by new customer addition
Customer franchise stood at 10.56 lakh and AUM at X 6,098 Crore (39%
growth)
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Exhibit 1: Variance Analysis

Q1FY26 Q1FY25 YoY (%) Q4FY25 QoQ (%) Comments

Healthy GDPI growth led by growth in all core business lines such

General Insurance 5,201.5 4,760.8 9.3 4,325.5 20.3 as Commercial (Fire, Marine, Engineering & Liability), Motor and
Retail Health.

Life Insurance 5.478.3 50185 9.2 9.237.1 407 .~13% APE decline, .but drove 43% growth in retail protection and
improve VNB margin.

Net premium earned 10,679.8 9,779.2 9.2 13,562.6 -21.3

Investment and other income 5,470.1 5,471.4 0.0 4,187.3 30.6

Reinsurance Ceded 142.2 2515 -43.5 466.9 -69.6

Reserve for unexpired risk -7.5 -1919 -96.1  -1,009.3 -99.3

Total Insurance 16,0153  15,191.1 54 18,2923 -12.4

Retail financing 19,527.7 16,102.3 213 18,468.7 5.7 Healthy AUM growth and steady asset quality

Windmill 7.6 5.9 28.7 28 167.8

Investment and others 796.2 1,429.7  -44.3 450.3 76.8

Total 35,451.3  31,480.1 126 36,596.4 -3.1

Interest and Finance Charges 6,807.1 5,592.0 21.7 6,395.8 6.4

Other Exp 21,440.6 19,919.7 7.6 24,1983 -11.4

Total Expenses 28,247.7 255117 10.7  30,594.1 -7.7

PBT 7,203.6 5,968.4 20.7 6,002.3 20.0

PAT 2,789.1 2,137.7 30.5 2,416.7 15.4 Healthy topline, PAT growth driven by investment income

Source: Company, ICICI Direct Research

| SOTP Valualion

Value of

Business Basis Stake (%) Bus\l;::: stake (¥ Ysa:/l: ‘Z?shcf:natf:;;
crore)

Bajaj Allianz Life Insurance  1.8x FY27E EV 74.0 53,635.2 39,631.0 2113

Bajaj Allianz General Insur  30x FY27E PAT 74.0 50,809.8 37,599.2 200.5

Bajaj Finance 3.9x FY27E ABV 51.3 6,21,200.0 3,18,924.1 1,688.6

Total 2,100

Source: Company, ICICI Direct Research
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Financial Summary

Exhibit 2: Profit and loss statement X crore [l Exhibit 3: Key ratios

(Year-end March) Fy24 FY25 FY26E FY27E (Year-end March) FY24 FY25 FY26E FY27E

f:vinue 23,0430 27,1600 30907.0  36,124.0 cmP 19640 19640 19640 19640
ITe Insurance ) 8 » . 'y A N o .

General Insurance 206300 215829 237413 26,5003 N ofsharesinmn 15941 15941 15941 15941
Total 436730 487430 546483 627142 EPS 512 55.2 69.3 853
Less: Reinsurance ceded 1,956.0 1,573.0 2,844.6 30352 BV 3423 397.1 466.1 551.0

Reserve for unexpired risk 2,562.7 614.0 1,187.1 1,3295 RoA 35 3.0 3.0 3.0

Net Insurance Premium Earned 39,151.8 46,555.5 50,616.6 58,349.6 RoE 16.1 14.9 16.1 16.8
Investment and other income 15,820.0 17,617.6 17,855.2 23,005.3

Total Insurance Income 54,9720 64,173.0 68,4718 81,3548 PIBY 57 49 42 36
Investment and others 31809 40059 22726 27271 PEE 384 356 283 230
Retail financing 54,990.2 69,724.0 83,7549 1,02,195.8 Source: Company, ICICI Direct Research

Windmill 24.1 223 29.1 321

Total 1,13,169.0 1,37,926.0 1,54,528.4 1,86,309.9

Less: Inter-segment revenue 2,785.9 4,104.0 3,371.0 3,708.1

Total revenue 1,10,383.0 1,33,822.0 1,51,157.5 1,82,601.8

Pre-tax profit

Total Insurance 2,400.0 2,295.5 2,972.5 2,488.6

Retail financing 19,803.0 22,2495 27,4155 35,632.2

Investments & others -840.7 -810.5 -909.0 -1,090.9

Windmill 129 13.8 7.3 8.0

Total PBIT 22,2160 24559.0 29,4862  37,038.0

Less: Interest -840.7 -810.5 -909.0 -1,090.9

Profit before tax 21,3750 23,7480 29,4862  37,038.0

Tax -5,779.7 -6,190.6 -7,827.7 -9,839.1

Net profit before minority 15,595.0 17,557.6 21,658.5 27,198.9
Minority and deferred tax adjustmer 7,447.6 8,685.3 10,612.7 13,599.5

Net profit 8,148.0 8,872.3 11,045.8 13,599.5

Source: Company, ICICI Direct Research

Exhibit 5: Growth (%)
(Year-end March) Fy24 FY25 FY26E FY27E  (Year-end March) - Growth ratios FY24 FY25 FY26E FY27E
:EUFCES Ic:: Fu‘n:S d 60,3286  72,395.1 74,2977 87,8414 Gross Written Premium

areholders' Funds ,328. ,395. ,297. ,841. .
- Share capital 159.4 159.4 159.4 1504  Lfe 184 139 17.8 16.9
- Reserves & Surplus 60,169.2 722357 74,1383 876820 - General 345 46 10.0 120
Policy liabilities 1,18,280.0 1,34,678.7 1,56,109.7 2,03,451.8 Loan book Bajaj Finance 348 25.2 236 243
Loan funds 2,87,598.8 3,54,349.8 3,89,784.8 4,28,763.3 Consol Networth 174 16.0 174 182
Defered tax liability (net) 514.5 7125 726.8 7413 Consol Revenues 351 256 240 208
Provisions 533.0 676.7 384.5 399.8
Current liabilities 706747 89,4188 -2,16,1973 -2350702  COnsolPAT 304 78 256 231
Total liabilities 5379296 6522316 4051062 486,127.4 Consol Effective Tax rate 251 247 265 266
Source: Company, ICICI Direct Research

Applications of Funds
Fixed assets 3,827.2 4,279.8 7,431.4 8,148.0
Goodwill on investments in associate 1,818.1 2,302.3 689.3 689.3
Investments 50,157.3 53,956.4 59,352.0 71,222.4
Policyholders' Investments 1,19,969.5 1,36,173.4 1,49,790.7 1,79,7489
Deferred Tax Assets (net) 1,028.2 1,201.5 748.1 785.5
Loans 3,26,742.2 4,08,490.8 4,289153 5,14,698.4
Current assets 34,387.2  45.827.4 -2,41,820.7 -2,89,165.2

Total Assets 537,929.6 6,52,231.6 4,05106.2 4,86,127.4

Source: Company, ICICI Direct Research
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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%
} |
ﬂ[c.fcl direct.com No
favesiom mn]c::;r:w#mn:rrps BROKEH
ICICI Securities Ltd, |[@l 75 asmine
"\__ Analhyst Award 2012 T
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Vishal Narnolia, MBA, Manan Agrawal, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or
will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report
have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or
employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and
distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with
Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities
Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered
Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI
Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance,
asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com.

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.
None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our
associates might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research
Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading
volume etc as opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may
visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail
Research. The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of
the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part
or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update
the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory,
compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be
acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously,
not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in
this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions,
based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes
in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of
the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand
the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements
are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the
subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking,
brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its
associates or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with
preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time
of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in
the report as of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or
actual/beneficial ownership of one percent or more or other material conflict of interest various companies including the subject company/companies mentioned
in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report
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