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April 19, 2024 

CMP: ₹ 595    Target: ₹ 700 (18%)  Target Period: 12 months  

HDFC Life Insurance Co Ltd (HDFSTA) 

 BUY 
  

Growth to remain in focus…  
About the stock: HDFC Life is among the most dominant players in the Indian life 
insurance industry with a strong distribution network, parentage, operating metrics. 

• Balanced product mix with focus on non-par, protection & annuity 
business.  

• Industry leading VNB margins of ~26-27% 

Q4FY24 performance: HDFC Life reported mixed performance in Q4FY24. Growth 
in APE (Annualised Premium Equivalent) remained muted at 1%, the same was 
expected owing to high inflow in previous Q4 amid amendments in taxation. 
Continued focus on persistency provides comfort on healthy traction in renewal 
premium growth at 18% YoY. Unit linked business aided growth with product mix 
skewed towards low margin business. While premium growth was anticipated to 
remain muted in FY24, VNB margin at 26.3%, a decline of 130 bps YoY, which was 
led by drag of fixed cost and faster growth in low yield unit linked business. 

Investment Rationale 

• Linked business remains robust; distribution strategy to aid business 
growth: While APE growth came at 1% YoY, owing to higher inflows last 
year. Adjusting for same, growth continue to remain in double digit with 
market share in private market. Linked business witnessed higher growth, 
while protection & annuity business continued to remain healthy. Focus on 
chasing growth with balanced product mix (continued focus on protection 
& annuity business) aiming 12-15% growth in business. Strategy focussing 
on customer accretion through improvement in penetration in tier 2 & 3 
markets (with only 10% difference in ticket size in protection business) 
could aid growth. While ramping of agency channel is underway, traction 
in business should take a while to be evident.  

• VNB margin to remain volatile with business mix skewed towards linked 
product: VNB margin remained lower at 26.3% owing to impact from 
operating leverage and higher growth in low yield linked business. Going 
ahead, operating leverage should kick in with continued traction in 
business, however, skewed business mix could keep NVB margin volatile 
in near term. Expect VNB margin to remain in a range of 26-27% ahead. 

Rating and Target Price  

• Strategy to focus on customer acquisition and improve penetration in tier 
2 & 3 markets is seen to aid business growth. VNB margin could remain a 
bit volatile given faster growth anticipated in linked business. With 
regulatory headwinds behind and continued focus on protection & annuity 
business, RoEV is expected to remain steady at 17-18%.   

• Valuing the stock at 2.2x FY26E EV, we assign a target of ₹ 700 and 
recommend a Buy. 

 

 

  

(₹ Crore) FY21 FY22 FY23 FY24

3 year 
CAGR 
(FY21- 
FY24)

FY25E FY26E
2 year CAGR 
(FY24-26E)

New business premium 20107 24155 29085 29382 13% 33167 37444 13%

APE 8183 9664 13100 16044 25% 18179 20601 13%

Total premium 38583 45962 57533 64382 19% 73312 85037 15%

PAT 1360 1208 1360 -1295 1784 2035

EV 26625 30048 39526 47468 55404 64736

P/E (x) 88.4 104.1 94.0 -98.8 71.7 62.9

P/BV (x) 13.9 8.1 9.8 8.8 8.1 7.5

P/IEV (x) 4.5 4.2 3.2 2.7 2.3 2.0

RoEV (%) 18.5 19.0 19.7 17.5 16.8 13.3

 

Particulars 
 

   

 Shareholding pattern 

   

Price Chart 

 
 

Key risks   

(i) Regulatory risk remains a 
overhang  

(ii) Higher than expected margin 
pressure 

Research Analyst 
 
Vishal Narnolia 
vishal.narnolia@icicisecurities.com 
 

 

Mar-23 Jun-23 Sep-23 Dec-23 Mar-24

Promoters 50.3 50.3 50.4 50.4 50.4

FII 29.9 30.9 30.5 31.3 30.0

DII 6.4 6.2 6.9 6.6 7.9

Public 13.4 12.6 12.2 11.8 11.6

 
    
    
     
     
     
     

 

   

   

   

 
  

  
 

 
  

  
 

 
  

  
 

 
  

  
 

 
  

  
 

 
  

  
 

 
  

  
 

                    

 
Key Financial Summary 

 

 

 

Source: Company, ICICI Direct Research 



  

 

ICICI Securities | Retail Research  2 

  ICICI Direct Research 

 

Result Update | HDFC Life Insurance Company Ltd 

Concall highlights and outlook 

• Business growth: While APE growth came at 1% YoY, owing to higher 
inflows last year. Adjusting for the same, growth continue to remain in 
double digit with market share in private market.  

• Target higher than industry business growth at 12-15% for FY25E, while 
VNB growth anticipated to in-line. RoEV to remain healthy at 17-18%. 
 

• Distribution: Growth in tier 2 and 3 markets continue to remain strong with 
growth at 14% YoY. Protection continues to remain in focus with 36% YoY 
growth in individual APE and 21% YoY growth in credit protect. 

• Embarking focus on enhancing geographical penetration, HDFC Life has 
added 80,00 agents in FY25, of which 85% are from Tier 2 & 3 cities 

• Share of HDFC Bank (post-merger) has increased from 56% in FY23 to 
63% in FY24, while agency channel has grown at ~14%.   
 

• Margins: VNB margins declined 110 bps YoY, owing to erosion of 70 bps 
due to operating leverage gap and 40 bps due to higher linked business in 
previous year. 

• While margins would be dependent on product mix, business growth is 
expected to remain priority ahead. VNB growth should be in-line with 
traction in APE. 

• Insurer has distribution capabilities to grow business at 15-18%, however, 
lower growth at 1% has impacted operating variance  

• Banca channel growth at 17% YoY. Expanding product launch to cater to 
NRI segment (through GIFT city) with focus on education and travel. 

• Focus continued to remain in focus to improve customer service and 
enhance turnaround time. 
 

• Accounting: Implementation of IFRS should be in a phased manner in next 
24-36 months, however, details are awaited from regulator. No significant 
change expected on implementation of IFRS 

• Deepak S Parekh has decided to step as the Chairman and Non-Executive 
Director with effect from 18 April 2024. Mr Keki M Mistry has been 
appointed as Chairman of the Board with immediate effect subject to 
approval of Insurance Regulatory and Development Authority. 
 
 
 

Exhibit 1: Variance Analysis  

 

 

Q4FY24 Q4FY23 YoY (%) Q3FY24 QoQ (%) Comments

First Year Premium 4,014.6 4,467.3 -10.1 2,679.2 49.8
Higher inflow in Q4FY23 impacted new 
business premium growth

Renewal Premium 11,406.0 9,254.2 23.3 8,396.2 35.8 Steady persistency led to healthy renewal
Single Premium 5,517.0 5,904.7 -6.6 4,450.5 24.0
Net Premium income 20,488.1 19,426.6 5.5 15,235.3 34.5
Income from Investments 7,404.5 1,999.8 270.3 11,459.4 -35.4
Total revenue 27,892.6 21,426.4 30.2 26,694.8 4.5

Commission 2,162.1 1,111.4 94.5 1,245.7 73.6
Operating expenses 1,760.5 2,920.0 -39.7 1,774.1 -0.8 Total expense ratio lower at 19%
Management Expenses 3,922.5 4,031.4 -2.7 3,019.7 29.9
Benefits paid 12,420.5 11,205.1 10.8 9,866.1 25.9

Change in Actuarial Liability 11,156.0 5,270.9 111.7 13,683.7 -18.5

Total Expenses 23,576.5 16,476.0 43.1 23,549.8 0.1

Surplus/ (deficit) 272.8 571.8 -52.3 61.3 345.2 Slower business traction kept surplus lower

Transfer to SH's A/c 302.7 583.9 -48.1 129.3 134.2

Investment income 255.7 259.2 -1.4 281.1 -9.0

Profit/ (loss) before tax 449.7 269.8 66.7 366.8 22.6

PAT 411.7 358.7 14.8 365.1 12.8

Key Metrics

NBP 9,531.6 10,372.0 -8.1 7,129.7 33.7

AUM 2,92,220 2,38,782 22.4 2,79,707 4.5

IEV 47,468 39,527 20.1 45,173 5.1
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Result Update | HDFC Life Insurance Company Ltd 

Financial Summary 

Exhibit 2: Policyholders Account                                        ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 3: Shareholders Account                                             ₹ crore 

 
Source: Company, ICICI Direct Research 

 

Exhibit 4: Balance Sheet                                                      ₹ crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Key ratios 

 

Source: Company, ICICI Direct Research 

 

 

 

 

 

 

(₹ Crore) FY22 FY23 FY24 FY25E FY26E

Premiums earned - Net 45396.2 56764.0 61959.2 72031.8 83533.6

Interest, Dividends & Rent 9459.3 12844.7 38354.3 14773.9 16870.5

Others income (incl. MTM) 9756.7 1096.8 460.8 3230.5 3619.4

Total Revenue 64,612 70,705 1,00,774 90,036 1,04,023

Commission 1940.3 2886.9 5256.3 5947.1 6899.7

Operating expenses 5612.3 8440.0 6901.1 8110.5 9408.6

Benefits paid (Net) 31863.6 38872.3 39696.5 45105.9 51019.5

Change in valuation of policy liabilities 24681.5 18586.2 48419.4 26385.1 30484.0

Provision for tax 184.4 159.1 -592.4 67.4 27.0

Surplus/(deficit) after tax 250.2 1358.9 775.1 1670.0 1969.3

Transfer to Shareholders' account 1,009 1,469 799 1,618 1,947

(₹ Crore) FY22 FY23 FY24 FY25E FY26E

Amounts transferred from Policyholders' account 1009.2 1468.9 799.1 1617.7 1947.0

Income from investments 789.4 782.9 1002.2 1084.5 1048.7

Total 1,799 2,252 1,801 2,702 2,996

Total expenses 618.5 979.4 237.4 970.0 1020.0

Profit before Tax 1180.0 1272.4 1563.8 1732.1 1975.7

Provision for tax -27.5 -87.7 -5.0 -52.0 -59.3

PAT 1,208 1,360 1,569 1,784 2,035

(₹ Crore) FY22 FY23 FY24E FY25E FY26E

Sources of Funds

Share capital 2113 2149 2151 2151 2151

Reserve and surplus 13285 10815 12329 13561 14918
Credit/[debit] fair value change account 85 20 45 60 77
Networth 15486 12987 14525 15773 17145
Policyholders' funds 187134 224447 281286 337510 402782
Funds for Future Appropriations 1541 2185 2006 2058 2080
Total Liabilities 204160 239619 297816 355340 422008

Applications of Funds

Sha  hol   s’   v s m   s 15238 13132 14445 15890 17479

Pol   hol   s’   v s m   s 108311 146449 181797 203612 228046

Asset held to cover linked liabilities 80622 79201 91082 100190 110209

Loans 643 1585 2118 2651 3184

Fixed assets - net block 343 380 388 396 404

Net current assets -995 -1128 7986 32602 62687

Total Assets 204161 239619 297816 355340 422008

(Year-end March) FY22 FY23 FY24E FY25E FY26E

Valuation

No. of Equity Shares (Crore) 211.2 214.9 215.1 215.1 215.1

Diluted EPS (|) 5.7 6.3 -6.0 8.3 9.5

BV (|) 73.3 60.4 67.5 73.3 79.7

EV per share 142.3 183.9 220.7 257.6 301.0

P/E 104.1 94.0 -98.8 71.7 62.9

P/BV 8.1 9.8 8.8 8.1 7.5

P/IEV 4.2 3.2 2.7 2.3 2.0

Efficiency Ratios (%)
Commission expenses as a % of Gross 
Premium

4.1 5.0 5.1 8.1 8.1

Management expenses  as a % of Gross 
Premium

16.4 19.7 18.5 19.2 19.2

Return Ratios and capital (%)

Return on Net worth 18.0 18.1 18.2 18.2 18.2

Opearating RoEV 18.4 18.2 17.5 17.5 17.8

Key Ratios (%)

VNB Margin 27.4 27.6 26.3 26.4 26.8
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RATING RATIONALE 
ICICI Direct endeavors 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% 

 

 

 

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, Research Analysts 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 – INH000000990. 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. Prabodh Avadhoot 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.  
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