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China Insurance

Underwriting divergence in Jan

A closer look at premium income growth of China insurers finds that divergence
in underwriting performance enlarged in Jan for lifers in particular. However,
premium growth in Jan did not inform much about the coronavirus impact, since
nationwide outbreak did not occur until the commencement of CNY, although it
did reflect fewer effective working days this year compared to the last. That said,
lifers who achieved positive growth (China Life, NCI, CPIC Life) were noteworthy.
Looking forward, we think Feb premium growth shall provide more insights into
the impact of COVID-19. Despite short-term pressure, insurance demand will be
evoked and may rebound after 1Q.

B Growth diverged for lifers, due to differential timing of sales, product
strategy, base year effect and undeniably, sales team headcount. a) China
Life: GWP +22.6% YoY on back of 1) stable sales headcount growth, 2)
reform efforts gradually paying off; and 3) product optimization and robust
renewal premiums. b) Ping An Life: GWP -13.9% YoY and individual FYP
-15%, due to 1) some kick-off sales front-loading in Dec (+32.7% YoY), and
2) agent team headcount shrank (-18% at YE19 vs YE18) and rising surrender
rate. c) CPIC Life: GWP +0.6% YoY. FYP growth is estimated to be similar
to that of Ping An Life. d) NCI Life: GWP +54% YoY thanks to 1) more
competitive products; and 2) earlier preparation for kick-off sales.

B P&C-autoinsurance likely dragged growth. a) PICC P&C: GWP -3% YoY.
Among which we expect flat auto GWP growth and postponement of policy-
driven business. b) Ping An P&C: GWP +7.2% and auto GWP +1.3% only. 3)
CPIC P/C: GWP +14.8% YoY. 4) Taiping P&C: +9.8% YoY.

B Feb figures may further be clouded by COVID-19 impact. Recall that sales
of life insurance products to date still rely heavily on face-to-face
communication and on-site info sessions, restricted agent activities will
significantly weigh on premium growth in Feb and likely the first half of Mar.

B ...yet there’re opportunities coming out of debris. Insurance awareness
will be evoked. There has been evidence that demand is surging for online
products and short-term health insurance products (GWP of Zhong An was
up 62.3% YoY in Jan). We think that with high probability, postponed demand
due to COVID-19 will rebound in the rest of the year. Negative impact of
coronavirus on underwriting business seems largely under control.

B We maintain CPIC (2601 HK) as sector top pick. We also think better-than-
expected premium growth and potential listing of parent group may be positive
catalysts for China Life (2628 HK).

Valuation Table
Price TP Rating P/EV (x) P/B (x) Div. yield (%)
Name Ticker (LC) (HK$) FY20E FY21E FY20E FY21E FY20E FY21E
China Life 2628 HK 18.28  28.26 BUY 049 045 113 1.04 3.7 4.0
CPIC 2601 HK 26.50  37.12 BUY 053 049 115 1.05 6.0 6.6
NCI 1336 HK 30.20  42.59 BUY 041 039 094 0.84 4.1 4.5
CN Taiping 966 HK 16.48 26.14 BUY 0.34 031 0.67 0.59 15 1.9
PICC Group 1339 HK  2.81 4.33 BUY - - 056 0.53 3.8 4.5
PICCP&C 2328HK 8.36 9.64 HOLD - - 091 0.83 5.4 5.8
Average 0.44 041 1.03 0.92
Source: Company data, CMBIS estimates
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Focus Charts

Figure 1: Monthly premium income growth of major listed lifers

YoY China Life, monthly GWP growth YoY Ping An Life, monthly GWP growth
70% 60%
0,
60% 50%
50%
40%
40%
30% 30%
20% / 20%
10%
F/\\// 10%
0% -
109 Jan Feb r Apr May/ Jun Jul Aug Sep Oct Nov Dec 0%
e Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
20% -10%
*
-30% 5
~ o017 2018 ———2019 —t— 2020 -20% —_—2017 2018 ===—=2019 —+— 2020
-40%
Yoy CPIC Life, monthly GWP growth YoY NCI, monthly GWP growth
60% 100%
0,
50% 30%
40%
60%
30% <
20% 40%
10% M 20%
0% R
Jan Feb Mar Apr May Jun \Jul/ Aug Sep Oct Nov Dec 0% = "
-10% Jan Feb aWay Jun Jul Aug Sep Oct Nov Dec
209
-20% 20%
—2017 2018 =——2019 =—+—2020 — 2017 2018 emmm——?019 === 2020
-30% -40%
Yoy Taiping Life, monthly GWP growth
70%
60%
50%
40%
30%
20% _
10%
0% 2
Jan—Feb Mar Apr May Jun Jul Au Se Oct  No Dec
e B p y g p
-20%
-30% ——2017 2018 ——2019 —— 2020
-40%

Source: Company data, CMBIS

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2



26 Feb 2020 C*EQEEFS
CMB INTERNATIONAL

i %W W BL

E WO
A Wholly Owned Subsidiary Of China Merchants Bank

Figure 2: Monthly premium income growth of major listed P&C insurers
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Figure 3: Valuation table

H-shares
SemimEy Ticker P/B (x) P/EV (x) TP/EV (x) Div. yield (%)
FY20E FY21E FY20E FY21E FY20E FY21E FY20E FY21E

CHINA LIFE-H 2628 HK 18.58 28.26 52.1% BUY 1.13 1.04 0.49 0.45 0.74 0.68 3.7 4.0
PING AN 2318 HK 88.70 - - NR 1.82 1.56 - - - - 3.0 3.4
CHINA PACIFIC-H 2601 HK 26.50 37.12 40.1% BUY 1.15 1.05 0.53 0.49 0.74 0.68 6.0 6.6
NEW CHINA LIFE-H 1336 HK 30.20 42.59 41.0% BUY 0.94 0.84 0.41 0.39 0.57 0.54 4.1 4.5
CHINA TAIPING IN 966 HK 16.48 26.14 58.6% BUY 0.67 0.59 0.34 0.31 0.54 0.50 15 1.9
PICC GROUP-H 1339 HK 2.81 4.33 54.1% BUY 0.56 0.53 - - - - 3.8 4.5
PICC P&C-H 2328 HK 8.36 9.64 15.3% HOLD 0.91 0.83 - - - - 5.4 5.8
ZHONGAN ONLINE-H 6060 HK 31.75 28.18 -11.2% HOLD 2.66 251 - - - - 0.0 0.0
Average(excl. Zhong An) 1.03 0.92 0.44 0.41 0.65 0.60 3.91 4.39
A-shares

ey Ticker P/B (x) P/EV (x) TP/EV (x) Div. yield (%)

FY20E FY21E FY20E FY21E FY20E FY21E FY20E FY21E

CHINA LIFE INS-A 601628 CH 31.05 38.04 22.5% BUY 2.08 1.93 0.90 0.83 1.10 1.02 2.0 2.2
PING AN INSURA-A 601318 CH 80.19 - - NR 1.86 1.57 - - - - 3.0 3.4
CHINA PACIFIC-A 601601 CH 33.38 - - NR 1.59 1.43 0.74 0.68 - - 4.3 4.6
NEW CHINA LIFE-A 601336 CH 46.46 53.51 15.2% HOLD 1.64 1.45 0.70 0.66 0.80 0.76 2.4 2.6
PICC HOLDING C-A 601319 CH 7.21 - - NR 1.62 1.47 - - - - 1.5 1.7
Average 1.76 1.57 0.78 0.73 0.95 0.89 2.62 2.90

Source: Bloomberg, CMBIS estimates
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIS Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIS

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Securities Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary
of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIS
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in
the report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the
performance of underlying assets or other variable market factors. CMBIS recommends that investors should independently evaluate particular investments
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of CMBIS or
its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in
securities or enter into any transaction. Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone
making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable.
CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS provides the
information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIS may issue other
publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical
methods when compiling. CMBIS may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or
on behalf of its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business relationships with
the companies in this report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect the objectivity of this report
and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIS.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations,
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIS.

For recipients of this document in the United States

This report is intended for distribution in the United States to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange
Act of 1934, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this research
report by its acceptance hereof represents and agrees that it shall not distribute or provide this research report to any other person.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as
defined in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced
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