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Strong performance by all 3 business segments

All 3 business segments of Bajaj Finserv reported a strong 2QFY17. In the
general insurance business, GWP witnessed a significant growth (+45% YoY)
with PAT growth of 67% YoY. This business generated strong ROE of 24%
supported by improvement in combined ratio and investment income
growth. Bajaj Finance (BAF)’s strong performance continues with a 38% AUM
growth and 46% net profit growth in 2Q17 with stable asset quality trends.
The life insurance business witnessed a strong 72% YoY APE growth while
renewal premiums witnessed weak trend (down 7% YoY). We value BJFIN
using SOTP method and maintain BUY with TP of %3,400.

= BALIC - Strong APE growth of 72% YoY, sustainability is the key: BJFIN’s
life insurance business witnessed 72% YoY growth in APE while renewal
premiums’ witnessed weak trend (down 7% YoY). Profit for the quarter
declined 7% YoY to %2bn. Other key highlights of the quarter were the strong
solvency margin ratio of 784% and 9% YoY AUM growth to ¥468bn.

m  BAGIC - strong quarter with net profit up 67% YoY: BAGIC’s GWP growth
remained healthy at 45% YoY in 2Q driven by crop insurance, while profit
grew 67% YoY. This was on account of 4.6pps YoY decrease in combined ratio
to 94.3% resulting in underwriting profit of 570 mn. Claim ratio stood at
71.6% (2Q16: 72.9%) and expense ratio at 22.7% (2Q16:26%), while
investment income was up 36% YoY to ¥2.9bn.

= BAF - strong performance continues with PAT up 46% YoY: BAF reported
2Q17 net profit at ¥4.07bn, up 46% YoY. AUM growth remained strong at 38%
YoY driven by the consumer and commercial segments. NII/AUM declined 16
bps YoY to 9.61%. Asset quality remained healthy with gross NPL ratio at
1.58% in 2Q17 (on 120 DPD), while provision coverage stood at 73%.

= Maintain BUY with Dec’17 TP of ¥3,400: We value Bajaj FinServ based on sum
of its parts. We assign ¥829 per share for life insurance, 3740 per share for
general insurance, 32,152 per share for Bajaj FinServ’s ¢.57.3% stake in Bajaj
Finance and %54 per share for investments; we also factor in a 10% holding
company discount, which is in line with the discount we apply for HDFC.

Exhibit 1. Bajaj FinServ: SOTP valuations

Bajaj FinServ SOTP Holding (%) Valuation Method Valuseh:z Con;roiliiru;i(%
Bajaj Allianz Life 74.0% 1.4x FY19E P/EV 829 24%
Bajaj Finance 57.3%  Market cap 2,152 64%
Bajaj Allianz General 740% 3x FY19EP/B 740 22%
1.0x book net of investments in

Others 100.0% subsidiaries 54 2%
Less: Holding Co.

discount (@10%) 10% discount 377 -11%
Total 3,400 100%

Source: Company, JM Financial
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Exhibit 2. Bajaj FinServ: 2Q17 - Results summary

Earnings Table  mn) (Consolidated)
Revenue
Insurance
Retail financing
Investments and others
Windmill
Less: Inter Segment Revenue
Total Revenue
Profit before Tax
General Insurance
Life Insurance
Investments and others
Retail Financing
Windmill
Total PBT
Tax
PAT (Pre-Extra-ordinaries)
Less: Minority Interest
Extra-ordinaries
Reported Profit

Earnings Table ® mn) (Standalone)
Income from Operations

Other Income

Total Income

Operating Expenses

Operating Profit (PBT)

Tax

PAT (Pre-Extra-ordinaries)
Extra-ordinaries

Reported Profit

2Q'16

22,168
17,006
1,029
231
631
39,802

2,046
2,386
98
4,286
162
8,978
2,453
6,525
2,114
0
4411

949

22
971
152
819
101
719

719

1Q'17

21,262
23,038
401
235
338
44,597

1,957
2,619
-40
6,737
158
11,432
3,269
8,163
2,788
0
5,375

406

27
433
157
276
110
167

167

2Q'17

26,711
23,661
530
274
379
50,796

3,584
2,251
6
6,306
180
12,326
3,692
8,634
2,877
0
5,758

667

28
694
169
525
118
407

407

YoY

20.5%
39.1%
-48.5%
18.2%
-39.9%
27.6%

75.1%
-5.7%
NM
47.1%
11.1%
37.3%
50.5%
32.3%
36.1%
NM
30.5%

-29.7%
26.1%
-28.5%
11.7%
-35.9%
17.2%
-43.4%
NM
-43.4%

QoQ

25.6%

2.7%
32.1%
16.2%
12.0%
13.9%

83.1%
-14.1%
NM
-6.4%
13.6%
7.8%
12.9%
5.8%
3.2%
NM
7.1%

64.1%
2.6%
60.3%
7.9%
90.1%
7.9%
144.2%
NM
144.2%

Source: Company, JM Financial.
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Bajaj FinServ - 2Q17 trends

Exhibit 3. BALIC - Trend in GWP  bn) (L.H.S) and GWP mix (%) (R.H.S)
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Source: Company, JM Financial.

Exhibit 4. BALIC - Trend in new business premium (.bn) (L.H.S) and Solvency margin ratio (%) (R.H.S)
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Source: Company, JM Financial.

Exhibit 5. BAGIC - Trend in premium  bn) (L.H.S) and net profit & mn) (R.H.S)
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Source: Company, JM Financial.
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Exhibit 6. BAGIC - Trend in combined ratio (L.H.S) and NPE/GWP ratio (R.H.S)
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Source: Company, JM Financial.
Exhibit 7. Bajaj Finance - Trend in AUM and composition
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Source: Company, JM Financial.

Exhibit 8. Bajaj Finance - Trend in NII/AUM
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Source: Company, JM Financial.
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Bajaj Allianz Life Insurance (BALIC) - Annual
Trends
Exhibit 9. BALIC: Decline in APE led to fall in market share
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Source: Company, JM Financial.

Exhibit 10. BALIC: Solvency margin (LHS) and AUM (RHS)
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Source: Company, JM Financial.
Exhibit 11. BALIC: Reported new business margin (LHS) and Embedded Value & ROEV (RHS)
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Source: Company, JM Financial.
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Bajaj Allianz General Insurance (BAGIC) - Annual

Trends

Exhibit 12. BAGIC: Gross written premium (LHS) and Market Share (RHS)
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Source: Company, JM Financial.

Exhibit 13. BAGIC: Product mix (LHS) and Combined ratio (RHS)
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Exhibit 14. BAGIC: Investment yield (LHS) and PAT (RHS)
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BAF - Annual Trends

Exhibit 15. BAF: Trend in loans X bn)
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Exhibit 16. BAF: Trend in NIl and margins
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Source: Company, JM Financial.

Exhibit 17. BAF: Trend in cost to assets (%)
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Exhibit 18. BAF: Trend in asset quality
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Source: Company, JM Financial.

Exhibit 19. BAF: Trend in earnings growth
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Exhibit 20. BAF: Trend in tier | and leverage ratio (%)
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Source: Company, JM Financial.
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History of earnings estimates and target price
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Definition of ratings

Rating Meaning

Buy Total expected returns of more than 15%. Total expected return includes dividend yields.

Hold Price expected to move in the range of 10% downside to 15% upside from the current market price.
Sell Price expected to move downwards by more than 10%

Research Analyst(s) Certification
The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that:

All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their
securities; and

No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed in this research report.

Important Disclosures

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide
information about the company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for
the purpose of information of the select recipient of this report. This report and/or any part thereof, may not be duplicated in any form
and/or reproduced or redistributed without the prior written consent of JM Financial Institutional Securities. This report has been prepared
independent of the companies covered herein.

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst, Merchant
Banker and a Stock Broker having trading memberships of the BSE Ltd. (BSE), National Stock Exchange of India Ltd. (NSE) and Metropolitan
Stock Exchange of India Ltd. (MSEI). No material disciplinary action has been taken by SEBI against JM Financial Institutional Securities in the
past two financial years which may impact the investment decision making of the investor.

JM Financial Institutional Securities provides a wide range of investment banking services to a diversified client base of corporates in the
domestic and international markets. It also renders stock broking services primarily to institutional investors and provides the research
services to its institutional clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated
investment banking, investment management, brokerage and financing group. JM Financial Institutional Securities and/or its associates
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& acquisitions, broking, financing or any other advisory services to the company(ies) covered herein. JM Financial Institutional Securities
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JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short
position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such
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Financial Institutional Securities may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent
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promulgated under the U.S. Securities Exchange Act of 1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S.
Securities and Exchange Commission ("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party
research report" for purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S.
institutional investors" as defined in Rule 15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional
investor. If you have received a copy of this research report and are not a major U.S. institutional investor, you are instructed not to read,
rely on, or reproduce the contents hereof, and to destroy this research or return it to JM Financial Institutional Securities or to JM Financial
Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible
for its content. The research analyst(s) preparing this research report is/are resident outside the United States and are not associated
persons or employees of any U.S. registered broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or
otherwise required to satisfy the regulatory licensing requirements of FINRA and may not be subject to the Rule 2241 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.

JM Financial Institutional Securities only accepts orders from major U.S. institutional investors. Pursuant to its agreement with JM Financial
Institutional Securities, JM Financial Securities effects the transactions for major U.S. institutional investors. Major U.S. institutional investors
may place orders with JM Financial Institutional Securities directly, or through JM Financial Securities, in the securities discussed in this
research report.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United
Kingdom (U.K.) by the Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (as amended, the "Financial Promotion Order"), (ii) are persons falling within Article 49(2)(@) to (d) ("high net worth companies,
unincorporated associations etc.") of the Financial Promotion Order, (iii) are outside the United Kingdom, or (iv) are persons to whom an
invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000)
in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be communicated (all such
persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or relied
on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant
persons and will be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement
or a public offering of the securities described herein in Canada or any province or territory thereof. Under no circumstances is this report
to be construed as an offer to sell securities or as a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale
of the securities described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the
relevant Canadian securities regulators and only by a dealer properly registered under applicable securities laws or, alternatively, pursuant
to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or sale is made. This
report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the
merits of the securities described herein and any representation to the contrary is an offence. If you are located in Canada, this report has
been made available to you based on your representation that you are an “accredited investor” as such term is defined in National
Instrument 45-106 Prospectus Exemptions and a “permitted client” as such term is defined in National Instrument 31-103 Registration
Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the information contained herein to be
construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the needs of the
recipient. Canadian recipients are advised that]JM Financial Securities, Inc.,JM Financial Institutional Securities Limited, their
affiliates and authorized agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss
arising from any use of this research report or the information contained herein.
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