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Stock Data 

Mkt Cap (HK$ mn)  757,291  

Avg 3 mths t/o (HK$ mn) 896.60 

52w High/Low (HK$)    22.9/11.64  

Total Issued Shares (mn) 7,441 (H) 

 1,500 (A) 

Source: Bloomberg 

 

Shareholding Structure 

China Life Insurance (Group) 68.37% 

Free float 31.63% 

Source: HKEx 

 

Share Performance 

 Absolute Relative 

1-mth 17.5% 6.4% 
3-mth -23.4% -10.8% 
6-mth -18.8% -10.0% 
Source: Bloomberg 

 

12-mth Price Performance 

 
Source: Bloomberg 
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China Life announced 1Q20 performance on 23 Apr. Overall speaking, the 

Company showed resilience amid COVID-19 by achieving +13% GWP growth, 

+8.3% YoY NBV growth, +13.9% FYRP growth. Net/total investment yield 

recorded 4.29%/5.31%, respectively.     

 Result highlight. 1) NBV rose 8.3% YoY, which was remarkable against the 

backdrop of COVID-19 and given last year’s high base. Among the driving 

forces, first-year regular premiums rose 13.9% YoY. We believe NBV margin 

compressed a bit in 1Q due to difficulties in selling longer-term and higher 

margin products. 2) Investment assets increased 2.8% from YE19. Net 

investment yield in annualized term was 4.29%, which was down only 2bp 

YoY and remained steady growth in the environment of declining interest 

rate. 3) Agent team in good shape and achieved quality improvement – 

monthly average productive agents from strengthened sales force rose by 

18.4% YoY.  Total number of sales force from all channels was >2 million.  

 Negatives/risks. Net profit declined 34.4% YoY to RMB 17.1bn primarily 

because capital market volatilities resulted in RMB 5.4bn fair value loss on 

trading securities in contrast to RMB 13.9bn fair value gain in the same 

period last year (booked in P&L) and fair value loss on AFS securities 

(booked in OCI). Underwriting cost also went higher in 1Q20. Claims 

payments related to COVID-19 was RMB 23.2mn.  

 COVID-19 negatives could linger in Apr. Life premium growth still faces 

pressures. Headline premium growth of the Company was 22.6%/9.9%/-4.1% 

in Jan/Feb/Mar, respectively, leaving growth during 1Q20 at 13.0% YoY. 

Although China Life’s premium growth outpaced major peers in 1Q20, 

decline enlarged in Mar, manifesting that restricted social activities is still 

crunching on life insurance business entering 2Q. Recovery will be gradual.  

 Reiterate BUY. The Company’s 1Q performance was in-line with our and 

market expectation, including negative profit growth on last year’s 

extraordinary investment gains. We maintain our financial forecasts. Target 

price is unchanged at HK$24.95, which corresponds to 0.62x FY20E P/EV.  

 
Earnings Summary 

(YE 31 Dec) FY18A FY19A FY20E FY21E FY22E 

GWP (RMB mn) 535,826  567,086  598,759  639,941  683,192  

YoY growth (%) 4.7  5.8  5.6  6.9  6.8  

Total income (RMB mn) 627,419  729,474  753,663  797,293  842,116  

Net profit (RMB mn) 11,395  58,287  50,510  52,721  54,492  

EPS (RMB) 0.39  2.05  1.76  1.84  1.90  

YoY Growth (%) -65.2 421.2 -14.4 4.5 3.5 

Consensus EPS (RMB) 0.39  2.07  1.63  1.80  n/a 

P/B (x) 1.21  0.99  0.87  0.80  0.73  

P/EV (x) 0.49  0.43  0.39  0.34  0.31  

Yield (%)  1.2  5.1   4.6   4.8   5.0  

ROEV (%)  9.9   19.1   15.7   15.0   14.6  

Source: Company data, Bloomberg, CMBIS estimates  

China Life (2628 HK) 
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Figure 1: China Life’s 1Q20 summary 

(RMB mn)      

P&L 1Q20 1Q19 YoY 4Q19 QoQ  

Gross written premiums 
              

307,776  
             

272,353  13.0% 
           

70,039  339.4% 

Net premiums earned 
              

289,518  
             

257,552  12.4% 
           

79,757  263.0% 

Investment income 
                

42,428  
               

48,682  -12.8% 
           

35,442  19.7% 

Total income 
              

333,894  
             

308,048  8.4% 
         

118,001  183.0% 

Insurance benefits and claims 
            

(259,236) 
           

(231,430) 12.0% 
          

(74,641) 247.3% 

Underwriting costs 
              

(34,569) 
             

(25,806) 34.0% 
          

(18,385) 88.0% 

Total expenses 
            

(315,819) 
           

(276,910) 14.1% 

        
(119,462) 164.4% 

Associates and JVs 
                  

3,007  
                 

2,174  38.3% 
               

(701) -529.0% 

Pre-tax profit 
                

21,082  
               

33,312  -36.7% 
            

(2,162) -1075.1% 

Income tax 
                

(3,760) 
               

(7,116) -47.2% 
             

2,918  -228.9% 

Less: Minority interests 
                     

232  
                    

162  43.2% 
                

171  35.7% 

Net profit 
                

17,090  
               

26,034  -34.4% 
                

585  2821.4% 

      

B/S 1Q20 1Q19 YoY 4Q19 QoQ  

Investment assets 
           

3,676,151  
          

3,189,483  15.3% 
      

3,573,154  2.9% 

Total assets 
           

3,874,719  
          

3,373,287  14.9% 
      

3,726,734  4.0% 

Insurance contracts liabilities 
           

2,786,342  
          

2,405,994  15.8% 
      

2,552,736  9.2% 

Total liabilities 
           

3,455,216  
          

3,003,848  15.0% 
      

3,317,392  4.2% 

Equity attr. to shareholders 
              

413,715  
             

364,356  13.5% 
         

403,764  2.5% 

      

Key indicators 1Q20 1Q19 YoY 4Q19 QoQ  

NBV (RMB mn) 8.30% 28.30% n/a n/a n/a 

FYRP (RMB mn) 76,056 66,780 64.4% 10,363 634% 

Gross investment yield 5.13% 6.71% 158 bps n/a n/a 

Net investment yield 4.29% 4.31% 2 bps n/a n/a 

Source: Company data, CMBIS 
 

Figure 2: Increasing pressures on premium growth in 

Mar 

 

Source: NBS, Wind, CMBIS 
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Financial Summary 

Income 
statementstatement 

  

          Key ratios           

YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E   YE 31 Dec (RMB mn) FY18A FY19A FY20A FY21E FY22E 
Gross written premium 535,826  567,086  598,759  639,941  683,192   Growth (%)      

Net premiums earned 532,023  560,278  591,610  632,015  674,754   GWP growth  4.7   5.8   5.6   6.9   6.8  

Investment income 87,298  161,001  153,004  155,606  157,037   Total income growth  (2.5)  16.3   3.3   5.8   5.6  

Other operating income 8,098  8,195  9,049  9,671  10,325   Net profit growth  (64.7)  411.5   (13.3)  4.4   3.4  

Total income 627,419  729,474  753,663  797,293  842,116   EV growth  8.3   18.5   13.4   13.2   12.9  

       Net investment yield  4.6   4.6   4.4   4.2   4.1  

Insurance claims and reserves  (479,219)  (509,467)  (519,236)  (549,821)  (581,981)  Total investment yield  3.3   5.2   4.6   4.4   4.3  

Policyholder dividends  (19,646)  (22,375)  (22,951)  (23,341)  (23,555)  Investment assets growth  12.7   15.1   6.2   4.3   3.8  

Other operating expenses  (122,378)  (145,848)  (157,309)  (167,646)  (178,349)        

Total expenses  (621,243)  (677,690)  (699,495)  (740,808)  (783,885)  Underwriting (%)      

       FYRP growth  (7.7)  4.8   (0.3)  9.3   7.6  

Associates and JVs  7,745   8,011   8,818   9,259   9,721   Agent FYRP growth  (12.2)  5.8   (0.4)  9.5   7.7  

Pre-tax profit 13,921  59,795  62,986  65,743  67,952   Agent FYRP/FYRP  75.9   76.6   76.6   76.7   76.8  

       Renewal growth  26.6   5.8   7.7   6.3   7.0  

Income tax  (1,985)  (781)  (10,078)  (10,519)  (10,872)  Renewal/overall GWP  68.1   68.0   69.4   69.1   69.2  

Less: Minority interests  541   727   2,398   2,503   2,587   

-    

NBV growth  (17.6)  17.5   1.9   8.2   7.6  

Net profit 11,395  58,287  50,510  52,721  54,492   NBV margin (Agent, APE)  42.2   45.3   46.0   45.5   45.4  

              NBV margin (Bancassurance, APE)  24.3   30.0   30.0   30.0   30.0  

Balance sheet             

 
     

YE 31 Dec (RMB mn) FY18A FY19A FY20A FY21E FY22E   Returns (%)      

Investment assets  3,104,014   3,573,154   3,795,843   3,958,194   4,106,989   RoEV  9.9   19.1   11.4   11.2   11.1  

other assets  150,389   150,488   251,995   334,398   437,150   ROE  3.6   16.1   11.9   11.3   10.8  

Total assets  3,254,403   3,726,734   4,047,838   4,292,592   4,544,138   Solvency (%)      

       Core solvency ratio  250.6   266.7   254.7   244.3   237.9  

Insurance liabilities  2,216,031   2,552,736   2,796,823   2,964,652   3,140,980   Comprehensive solvency ratio  250.6   276.5   263.2   251.9   244.9  

Other liabilities  715,082   764,656   796,271   830,409   861,534         

Total liabilities  2,931,113   3,317,392   3,593,094   3,795,062   4,002,514   Per share       

       EPS (RMB)  0.39   2.05   1.76   1.84   1.90  

Shareholders' equity  318,371   403,764   445,008   485,147   526,474   DPS (RMB)  0.16   0.73   0.63   0.66   0.68  

Minority interest  4,919   5,578   6,876   7,496   8,134   EVPS (RMB)  28.13   33.33   36.34   39.72   43.42  

Total equity  323,290   409,342   451,884   492,643   534,608   BVPS (RMB)  11.26   14.29   15.74   17.16   18.63  

Source: Company data, 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 (I)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 (II) 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 
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