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FY14 Results First Take: Profit Up 39.5%, Upbeat Growth in Life

Insurance’s EV and NBV
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Ping An Insurance (02318 HK) (“Ping An”, “the Company”) announced FY14 financial results after the market close on
March 19, 2015. The Company recorded RMB 47.9 billion in profits, up 33.1% yoy; which 40% of them came from its
banking business (~RMB 19.1 billion). Its shareholders’ profits grew by 39.5% yoy to RMB 39.3 billion, which was 4.5%
higher than our estimate of RMB 37.6 billion, but missed the street consensus of RMB 40.8 billion by 3.7%. Key takeaways
of the results are the following:

® Life insurance business: net investment yield reached a 3-year high, which helped to deliver 30.1% yoy gain
in life insurance’s EV and 20.9% yoy increase in NBV. In addition to the Company’s net investment yield of 5.3%,
China’s overall capital markets performance during the year resulted substantial market-to-market gain for the Company,
which together helped Ping An to deliver better-than-expected growth in both EV and NBV (~30.1% yoy in EV vs. est.
16.9%; ~20.9% yoy in NBV vs. est. 14.3%). Despite the Company reported in-line overall premium income, its new
business from individual life insurance still managed to beat our estimates by delivering RMB 46.8 billion in premium
income (~vs. est. RMB 45.9 billion) as a result of further increased agent productivity of RMB 6,244 FYP per agent per
month (~vs. est. RMB 6,189). Traditional life insurance products contributed 13.6% (~6.6% in FY13) in the total written
premium for individual life insurance business.

® P&C insurance business: overall combined ratio stood at 95.3% (~vs. est. 95.6%), but auto insurance
underwriting profits weakened in FY14. Lower than expected loss ratio (~57.7% vs. est. 58.9%) offset the
higher-than-expected expense ratio (~37.6% vs. est. 36.7%) to result a full year combined ratio of 95.3%, which it
experienced a notable 2ppts yoy drop (~97.3% in FY13). However, underwriting profits from auto insurance declined by
11.1%, although the premium income from this product line gained fairly strong by 22.9% yoy. The decreased underwriting
profits translate into a deteriorated auto insurance combined ratio of 98.8% in FY14 (~ 98.3% in FY13).

® Investment business: net income from both trust and securities business beat our expectation. The
Company’s trust business generated RMB 2,199 million in net profit, thanks to the higher-than-expected net fees &
commission income and investment income during the year. However, we notice that insurers’ funds were an increasingly
important source of funds, accounting for 13.2% of the total paid-in capital of RMB 368.6 billion, comparing to just below
10% in FY13 (~9.2%). Buoyant trading in A-shares attributed to Ping An Securities’ 34.8% yoy growth in fees & commission
income and it drove the net income up 81.2% yoy to RMB 924 million, beating our estimate of RMB 717.9 million by 28.7%.

We continue to be optimistic about life insurance sector fundamentals and see Ping An’s inter-segment synergies
will help maintain Ping An Life’s agent productivity. We see the Company’s auto insurance combined ratio will face the
opportunity for improvement given upcoming pricing reform in the commercial auto insurance products. We view the
proposed integration of Ping An’s personal /.consumer finance business will help to streamline the Company’s operation.
We believe the key challenge for insurers funds this year will be achieving decent net investment yield given an expected
depressed yield in bond market while maintaining strong asset quality.
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Figure-1: FY14 profits breakdown by business segments  Figure-2: Reported profits for the year
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.
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Figure-4: Reported new business value and yoy growth

Figure-3: Reported embedded value and yoy growth
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Source: the Company, Guotai Junan International.

Figure-5: Reported expense and loss ratio

Source: the Company, Guotai Junan International.

Figure-6: Reported net and total investment yield
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Figure-7: Ping An historical P/B Figure-8: Ping An 12M forward P/B
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition )
o
Buy Relative Performance >15%; o
or the fundamental outlook of the company or sector is favorable. s
Accumulate Relative Performance is 5% to 15%; §
or the fundamental outlook of the company or sector is favorable. Ol
Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.
Reduce Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.
Sell Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.
Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months
Rating Definition
Outperform Relative Performance >5%;
or the fundamental outlook of the sector is favorable.
Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.
Underperform Relative Performance <-5%;
or the fundamental outlook of the sector is unfavorable.
DISCLOSURE OF INTERESTS <
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(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report. g
(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report. o
(3) Except for Shandong Chenming Paper Holdings Limited-H shares (01812), China All Access (Holdings) Limited (00633), Guangshen -
Railway Company Limited-H shares (00525), Guotai Junan International Holdings Limited (01788) and Binhai Investment Company S
Limited (02886), Guotai Junan and its group companies do not hold equal to or more than 1% of the market capitalization of the issuer H
mentioned in this Research Report. =
(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research ®
Report within the preceding 12 months. %
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This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities (Hong
Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in research reports,
including investment banking, investment services and etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would
subject Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2015 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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