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China Life (2628 HK)

Profit beat; net asset turned to positive growth
for improved asset-liability matching

1Q25 results beat on earnings and net assets. China Life’s net profit jumped
39.5% YoY to RMB28.8bn, underpinned by more-than-doubled insurance service
results (+124%) to RMB 25.9bn, thanks to improved insurance service expenses
(ISE) down 33% YoY (vs FY/4Q24: +20%/+18%). The ISE cutback was due to 1)
better-off claims experience for medical and health insurance products, and
2) reduced ISE for VFA contracts, as the discount rate of VFA liability
reserves was set on spot rate, which benefitted from a rising yield in 1Q25
(i.e. China 10YR govt. bond yield up by 14.4bps from prior year-end). Net assets
recovered from a QoQ decline in 4Q24 (-10%) to rise 4.5% vs. year-start, thanks
to improved asset-liability matching, for which the A/L effective duration gap
was further narrowed to 1.5yrs in 1Q25 (vs FY24: >2yrs) through proactive in-
force portfolio mgmt. NBV rose 4.8% like-for-like in 1Q25, lagging behind its peers
(Ping An: +35%/CPIC: +39%/NCI: +68%/PICC Life: +32%) with increased short-
term premiums (+19%) and reduced FYP (-4.5%), which could possibly weigh on
margin, in our view. By FY24, FVOCI stocks amounted to RMB 112bn, mainly of
high-yield stocks (HDY), and in 1Q25 OCI equities increased 23.4% vs. year-start,
indicating a building position in steady growth and high-dividend stocks. Maintain
BUY, with TP (unchanged) at HK$20.0, implying FY25E 0.4x P/EV and 0.92x P/B.

B Net profit beat driven by ISE cutback. 1Q25 net profit grew 39.5% YoY to
RMB28.8bn, beating our expectation to make up 36% of our full-year bottom-
line forecast. Insurance service results surged 124% YoY to RMB25.9bn (80%
of pre-tax profit), driven by declined insurance service expenses (-32.8%) and
stable insurance revenue (+0.8%). We found the ISE cutback a surprise, as
major peers (i.e. Ping An) turned more prudent on the claims experience of
medical and health insurance products. Another rationale lies in reduced VFA
ISE, as the insurer's VFA liability reserves are discounted on spot rate, which
benefited from a rising interest yield in 1Q25. Looking ahead, we think the
drop of ISE could be partially reversed in 2Q as yields fall (Apr: -18bps).
On investment, change in fair value resulted in a loss of RMB2.4bn (vs 1Q24:
RMB29.5bn gain) due to drawback on FVTPL bonds (FY24: 8.5%) in our view.

B NBV grew modestly reflecting trends of transition. NBV was up 4.8% like-
for-like lagging behind peers, as the 1Q underwriting was mostly shore up by
renewals (+9.7%) and short-term insurance premiums (+19.2%). FYP fell
4.5% YoY, which could be affected by the transition of product mix. Mgmt.
mentioned in the call that in April, agency FYRP recovered to double-digit
growth, and FYRP of floating-yield typed products accounted for 51.7% of total
FYRP in 1Q25, marking a significant increase for continuous transformation.
Agency scale remained largely stable at 59.6k, down 3.1% vs. prior year-end.
We expect NBV to lift in mid-teens in FY25E, driven by enhanced margin.

M Valuation: The stock is trading at 0.24x FY25E P/EV and 0.65x P/B with avg.
15% 3yr-forward ROE (CMBI est). We look positive on the insurer’'s asset-
liability matching given its smallest A/L effective duration gap amid peers (vs
Ping An: ~3yrs) and proactive in-force mgmt. transitioning to the participating-
typed products with improved underwriting quality. Maintain BUY, with TP at
HK$20.0 (unchanged) based on P/B-ROE, implying 0.4x FY25E P/EV.
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Related reports:

1.4Q slowdown as expected; DPS
exceeded >50%, Mar 28, 2025

2.4Q net profit could decline despite
better capital market, Jan 27, 2025
(link)

3.3Q NPAT boosted by net fair value
gains; expect resilient full-year NBV
upswing, 5 Nov, 2024

4.Strong lift in banca NBV margin;
investment income may continue to
rebound in 2H24M, Sep 2, 2024

(YE 31 Dec) FY23A FY24A FY25E FY26E  FY27E
Net profit (RMB mn) 47,547 108,940 82,499 89,947 97,837 S.Highest VNB growth in years; net
EPS (Reported)(RMB) 163 3.78 2.86 3.12 age | Droldeciine narowedon track, May
Consensus EPS (RMB) n.a n.a 2.78 2.93 3.27 '

P/B (x) 0.8 0.7 0.6 0.6 0.6 6.4Q net loss markedly narrowed; VNB
P/Embedded value (x) 0.3 0.3 0.2 0.2 0.2 grew in low-teens despite revised EV
Dividend yield (%) 3.3 4.9 6.5 71 77 assumptions, Apr 8, 2024

ROE (%) 9.7 21.7 14.9 14.7 14.9 730 NP_dragged by investment

Source: Company data, Bloomberg, CMBIGM estimates| Note: stock price by market close on Apr 30.

setbacks: first-in -sector steady agent
scale props up 2024 NBV, Oct 31, 2023
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Key risks: prolonged low interest rate; intensified interest yield and equity volatilities;
worse-than-expected new business sales; deteriorated margins due to underperformed
product mix transition, etc.
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Financial Summary

INCOME STATEMENT 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Insurance revenue 182,578 212,445 208,161 209,350 212,163 216,210
Insurance service expenses (131,614) (150,353) (180,544) (165,998) (168,230) (171,443)
Net expenses from reinsurance contracts held 2,155 (288) 378 (36) (458) (894)
Insurance service results 53,119 61,804 27,995 43,316 43,475 43,873
’g‘;:tfr';;';ce (expenses)/income from insurance (148,700) (127,923) (209,952) (173,741) (200,080) (228,337)
l(:loe;tfrlggr;ce (expenses)/income from reinsurance 583 616 671 0 0 0
Interest income 0 122,994 120,958 131,051 150,890 172,199
Net investment income 175,360 (9,375) 176,461 95,246 109,702 125,179
Credit impairment losses (3,150) 1,217 (1,404) 228 250 276
Net investment results 24,093 (12,471) 86,734 52,785 60,762 69,316
Other income 8,944 10,603 10,970 11,519 12,094 12,699
Other expenses (15,212) (18,131) (18,363) (19,281) (20,245) (21,257)
Other results (11,131) (12,836) (11,593) (10,663) (10,154) (9,942)
Profit before tax 70,060 44,576 115,213 97,058 105,820 115,102
Income taxes (1,948) 2,971 (6,273) (14,559) (15,873) (17,265)
Net profit 68,112 47,547 108,940 82,499 89,947 97,837
Net profit attributable to shareholders 66,680 46,181 106,935 80,849 88,148 95,880
BALANCE SHEET 2022A 2023A PAYZITAN 2025E 2026E 2027E
YE 31 Dec (RMB mn)

ASSETS

ﬁsj:cf‘;}‘fnim‘t‘l’;g“e from banks and other 524,100 433,014 469,015 534,050 612,400 695,702
Balances with central bank and statutory deposits 6,333 6,520 6,591 5,729 6,570 7,463
Investments in associates and joint ventures 262,488 258,760 302,077 305,098 308,149 311,230
Property 56,369 55,190 55,587 56,041 56,508 56,988
Investment property 13,193 12,753 12,319 14,259 16,350 18,574
Reinsurance contract assets 24,096 25,846 30,738 35,607 41,111 47,346
Financial investments: 3,878,185 4,798,898 5,735,564 6,638,586 7,612,528 8,648,026
At amortized cost: 0 211,349 196,754 227,731 261,142 296,664
ALfair value through other comprehensive 0 2,882,174 3,630,712 4,202,341 4,818,863 5,474,351
At fair value through profit or loss: 0 1,705,375 1,908,098 2,208,514 2,532,523 2,877,011
Deferred tax assets 46,126 24,431 40,026 65,576 107,435 176,013
Other assets 71,584 37,369 32,124 205,319 1,357,994 7,609,803
Cash and cash equivalents 127,594 149,305 85,505 98,967 113,487 128,924
Total assets 5,010,068 5,802,086 6,769,546 7,959,232 10,232,536 17,700,086
LIABILITIES

Insurance contract liabilities 4,266,947 4,859,175 5,825,026 6,747,772 7,790,806 8,972,313
Borrowings 12,774 12,857 12,758 12,962 13,170 13,381
Obligations under repurchase agreements 148,958 216,851 151,564 105,933 74,040 51,749
Deferred tax liabilities 272 0 147 147 147 147
Current tax liabilities 238 309 237 176 131 97
Bonds payable 34,997 36,166 35,194 35,194 35,194 35,194
Other liabilities 170,749 189,506 223,212 467,257 1,676,567 7,941,314
Total liabilities 4,635,095 5,315,052 6,248,298 7,369,448 9,590,054 17,014,195
EQUITIES

Share capital 28,265 28,265 28,265 28,265 28,265 28,265
Reserves 99,033 145,933 119,033 116,404 101,357 70,473
Retained profits 238,723 302,895 362,377 430,507 494,401 563,836
Total shareholders' equity 366,021 477,093 509,675 575,176 624,023 662,574
Non-controlling interests 8,952 9,941 11,573 14,613 18,452 23,300
Total equity 374,973 487,034 521,248 589,790 642,475 685,874
Total liabilities & equity 5,010,068 5,802,086 6,769,546 7,959,232 10,232,536 17,700,086
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PER SHARE DATA 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

DPS 0.49 0.43 0.65 0.86 0.94 1.02
EPS (Reported) 2.36 1.63 3.78 2.86 3.12 3.39
Consensus EPS n.a n.a n.a 2.78 2.93 3.27
Group embedded value/share (RMB) 43.54 44.60 49.57 55.39 61.64 68.78
VNB/share (RMB) 1.27 1.45 1.19 1.36 1.53 1.72
No. of shares basic 28,265 28,265 28,265 28,265 28,265 28,265
PROFITABILITY 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Return on equity (ROE) 17.3% 9.7% 21.7% 14.9% 14.7% 14.9%
Return on Life embedded Value 3.8% 3.6% 12.6% 12.6% 12.8% 13.1%
VNB margin (FYP APE basis) 17.8% 17.5% 21.4% 21.9% 22.8% 23.7%
VALUATION 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

P/Embedded value (x) 0.3 0.3 0.3 0.2 0.2 0.2
P/B (X) 1.0 0.8 0.7 0.6 0.6 0.6
Dividend yield (%) 3.7 3.3 4.9 6.5 7.1 7.7

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets | Note: stock price was quoted by market
close on 30/4/2025.
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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.

CMBIGM 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 CMBIGM

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 Global Markets Limited

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

CMB International Global Markets Limited (“CMBIGM”) 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. CMBIGM
does not provide individually tailored investment advice. This report has been prepared without regard to the individual inve stment 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. CMBIGM 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 CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM
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 CMBIGM 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.
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides
the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM 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. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIGM 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 CMBIGM 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 CMBIGM may have a conflict of interest that could affect the objectivity of this report
and CMBIGM 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 CMBIGM.

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 (ll) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Comp anies, Unincorporated Associations,
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports
and the independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified
as a research analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules
intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is
intended for distribution in the United States solely to "major US institutional investors”, as defined in Rule 15a-6 under the US, Securities Exchange Act of
1934, as amended, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this report
by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing to
effect any transaction to buy or sell securities based on the information provided in this report should do so only through a U.S.-registered broker-dealer.

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 by its
respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations.
Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities
and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law.
Singapore recipients should contact CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.
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