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CERTIFICATIONS, AND THE STATUS OF NON-US ANALYSTS. US Disclosure: Credit Suisse does and seeks to do 
business with companies covered in its research reports. As a result, investors should be aware that the Firm may 
have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a 
single factor in making their investment decision.  

 

PICC P&C ----------------------------------------------------------------------- Maintain OUTPERFORM 
New report: 2015 tracking well so far... EPS: ▲ TP: ▲ 
Arjan van Veen / Research Analyst / 852 2101 7508 / arjan.vanveen@credit-suisse.com  
Frances Feng / Research Analyst / 852 2101 6693 / frances.feng@credit-suisse.com 

● We have increased our PICC target price to HK$21.50 (from 
HK$21) following our increased confidence on 2015 outlook, with 
trends robust so far; with benign claims inflation and lower 
frequency offsetting weaker top-line growth. 2015 earnings 
increased 34% due to markets; outer years largely unchanged. 

● 2015 outlook robust. Trends are tracking well in 2015, with benign 
claims inflation, falling claims frequency – with overall claims ratio 
running 100 bp below 2014 according to CIRC data. However, the 
slowing economy has caught up with new car sales and premium 
growth has slowed to low teens in 2015 so far (from 17% last year), 
which may cause competition to pick up.  

● Catalysts. Monthly premium volumes, natural perils, national roll-
out of price deregulation pilot, 1H15 results in late August 2015. 

● Investment view. Despite strong performance in 2015, PICC P&C 
is still is not overly expensive in a global context (see Fig 2) and is 
less correlated to recent China A-share rally; as such we see it as 
a more defensive exposure to the sector. Full report. 

 

P&C scale advantage, with room for improvement 

PICC P&C is the largest P&C insurer in China with ~35% market 
share operating in all regions through multiple channels, and with 
~75% of its portfolio in motor insurance. It has grown at a compound 
rate of 14.5% p.a. over the past decade relative to market growth of 
19.5% p.a. We expect its growth rate to converge more with market 
growth in the medium term given its relative size, recent initiatives and 
changes in distribution. 

It has a significant scale advantage over its peers, which translates 
into substantially lower cost ratios than peers, greater service offering 
and better data (for risk segmentation). Despite recent strong 

improvement it still has further room for improvement with respect to 
claims management, risk selection and reinsurance, in particular. 

2015 tracking well so far… 

Trends are tracking well in 2015, with benign claims inflation, falling 
claims frequency – with overall claims ratio running below 2014 
according to CIRC data. However, the slowing economy has caught 
up with new car sales and premium growth has slowed to low teens in 
2015 so far (17% last year), which may cause competition to pick up. 

Figure 1: 2015 YTD claims running below 2014 … 
China P&C insurance – cumulative loss ratio (%) 
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Source: CIRC 

Valuation attractive relative to global peers 

Despite the recent rally, we continue to see value in the PICC P&C at 
current levels, with the stock trading at around 11x price to earnings 
(12mth forward) and 1.9x book value, with return of equity expected to 
be in the high teens for the next few years at least. 

Figure 2: Global retail P&C valuation multiples 

 PE (x) Prem growth* P/NTA ROTE 

IAG 13.1x 4.0% 3.7x 28.4% 

Suncorp 12.7x 4.1% 2.1x 16.6% 

PICC P&C 11.2x 15.1% 1.9x 17.5% 

Direct Line 10.2x -8.3% 2.4x 23.5% 

Tryg 14.9x -5.1% 3.6x 22.0% 

Gjensidige 15.0x 1.1% 2.9x 19.5% 

Progressive 14.9x 6.2% 2.0x 14.2% 

Intact 13.5x 17.4% 2.0x 14.7% 

Average 14.3x 6.2% 2.5x 17.6% 

Source: Company data, *2001-14 GWP growth (% p.a.) 

Our HK$21.50 12-month forward valuation implies 13.5x 12mth forward 
earnings and 2.3x book value (in-line with global retail P&C companies 
with lower growth profiles), which leads to us maintaining our 
OUTPERFORM investment rating. 

 

Click here for full 30 pp PICC P&C insurance in-depth report. 

 

Bbg/RIC 2328 HK / 2328.HK 
Rating (prev. rating) O (O) 
Shares outstanding (mn) 14,829 
Daily trad vol - 6m avg (mn) 22.8 
Daily trad val - 6m avg (US$ mn) 48.3 
Free float (%) 100.0 
Major shareholders PICC Group - 69%, 

AIG - 9.9% 
 

Price (11 Jun 15 , HK$) 18.22 
TP (prev. TP HK$) 21.50 (21.00)  
Est. pot. % chg. to TP 18 
52-wk range (HK$) 19.8 - 11.0 
Mkt cap (HK$/US$ bn) 270.2/ 34.9 
 

Performance  1M 3M 12M 

Absolute (%) 5.0 17.7 59.9 
Relative (%) 9.1 3.0 34.5 
 

Year 12/13A 12/14A 12/15E 12/16E 12/17E 

Life GWP (Rmb bn) — — — — — 
P&C GWP (Rmb bn) 223.5 253.0 282.0 317.5 362.2 
Net profit (Rmb bn) 10.6 15.1 20.8 17.8 20.4 
EPS (Rmb) 0.76 1.06 1.40 1.20 1.38 
- Change from prev. EPS (%) n.a. n.a. 34.2 0.5 0.3 
- Consensus EPS (Rmb) n.a. n.a. 1.14 1.23 1.43 
EPS growth (%) (10.1) 39.0 31.9 (14.3) 14.8 
P/E (x) 19.1 13.8 10.4 12.2 10.6 
NTA per share (Rmb) 4.23 5.78 6.91 7.76 8.78 
EV per share (Rmb)      
Dividend yield (%) 3.2 1.9 2.5 2.4 2.8 
EV/EBITDA (x) 16.3 11.2 8.3 9.6 8.2 
P/B (x) 3.5 2.5 2.1 1.9 1.7 
ROE (%) 20.5 21.1 22.0 16.3 16.6 
P&C combined ratio (%) 96.7 96.5 96.0 95.8 95.7 
 

Note 1: ORD/ADR=25.00. Note 2: PICC Property and Casualty Co Ltd is a non-life insurance 
company in mainland China, providing a range of motor vehicle insurance, commercial property 
insurance, homeowners insurance, cargo insurance, liability insurance, accidental injury insurance. 
 

 

https://doc.research-and-analytics.csfb.com/docView?language=ENG&source=ulg&format=PDF&document_id=1049583611&serialid=9YLvFOBHzQWmTjkahfkSy9NoWf4bnuPEQPlj5k840d0%3d
https://doc.research-and-analytics.csfb.com/docView?language=ENG&source=ulg&format=PDF&document_id=1049583611&serialid=9YLvFOBHzQWmTjkahfkSy9NoWf4bnuPEQPlj5k840d0%3d
http://www.hibor.com.cn/
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Companies Mentioned (Price as of 11-Jun-2015) 

Direct Line Group (DLGD.L, 345.1p) 
Gjensidige Forsikring ASA (GJFS.OL, Nkr121.0) 
Insurance Australia Group (IAG.AX, A$5.52) 
Intact Fincl (IFC.TO, C$88.68) 
PICC Group (1339.HK, HK$5.03) 
PICC P&C (2328.HK, HK$18.22, OUTPERFORM, TP HK$21.5) 
Progressive Corporation (PGR.N, $27.57) 
Suncorp Group Limited (SUN.AX, A$13.35) 
Tryg A/S (TRYG.CO, Dkr132.5) 
 

Disclosure Appendix 

Important Global Disclosures  

Arjan van Veen, Frances Feng and Ryan Tunis, CFA each certify, with respect to the companies or securities that the individual analyzes, that (1) the 
views expressed in this report accurately reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her 
compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report. 

3-Year Price and Rating History for PICC P&C (2328.HK) 

 
2328.HK Closing Price Target Price    

Date (HK$) (HK$) Rating   

14-Aug-12 7.70 13.18 O   

14-Nov-12 8.76  R   

10-Jan-13 10.40 13.18 O   

21-May-13 8.73 12.99    

26-Aug-13 9.42 13.47    

06-Dec-13 12.37 13.47 N   

31-Mar-14 10.22 12.03    

25-Aug-14 12.45 13.47    

25-Sep-14 13.43 16.84 O   

29-Sep-14 13.93 17.32    

05-Nov-14 13.30 17.15    

07-Jan-15 14.68 19.00    

27-Jan-15 15.58 20.00    

30-Mar-15 15.80 21.00    

* Asterisk signifies initiation or assumption of coverage. 
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The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities 

As of December 10, 2012 Analysts’ stock rating are defined as follows: 

Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark*over the next 12 months. 

Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months. 

Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months. 

 *Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the  analyst's coverage universe which 
consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive, Neutrals the less attractive, and 
Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as wel l as European ratings are based on a stock’s total return 
relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector , with Outperforms representing the most 
attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American and non -Japan Asia stocks, ratings are based 
on a stock’s total return relative to the average total return of the relevant country or regional benchmark; prior to 2nd October 2012 U.S. and Canadian ratings were 
based on (1) a stock’s absolute total return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s 
coverage universe. For Australian and New Zealand stocks, the expected total return (ETR) calculation includes 12 -month rolling dividend yield. An Outperform rating is 
assigned where an ETR is greater than or equal to 7.5%; Underperform where an ETR less than or equal to 5%. A Neutral ma y be assigned where the ETR is between -
5% and 15%. The overlapping rating range allows analysts to assign a rating that puts ETR in the context of associated risks.  Prior to 18 May 2015, ETR ranges for 
Outperform and Underperform ratings did not overlap with Neutral thresholds between 15% and 7.5%, which was in operation from 7 July 2011. 

Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 

Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or valuation of 
the sector* relative to the group’s historic fundamentals and/or valuation: 
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Overweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months. 

Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months. 

Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months. 

 *An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors. 

Credit Suisse's distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 

Rating Versus universe (%) Of which banking clients (%) 

Outperform/Buy* 42% (52% banking clients) 

Neutral/Hold* 39% (50% banking clients) 

Underperform/Sell* 16% (44% banking clients) 

Restricted 3%  

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, an d Underperform most closely correspond 
to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relati ve basis. (Please refer to definitions above.) 
An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.  

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the market 
that may have a material impact on the research views or opinions stated herein.  

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer to 
Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: http://www.csfb.com/research-and-
analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot be 
used, by any taxpayer for the purposes of avoiding any penalties. 

Price Target: (12 months) for PICC P&C (2328.HK) 

Method:  Our $21.50 12-month forward target price for PICC P&C is set using a combination of price-to-earnings, price-to-book methodologies; based 
on sustainable return on equity generation and historical multiples. 

Risk:  Risks to our 12-month target price of HK$21.50 for PICC P&C are its high level of sensitivity to claims ratio volatility, capital required to 
support projected growth and long-run investment return assumptions. Regulatory risk is also high, with significant changes relied on by the 
company to achieve their earnings targets. 

Please refer to the firm's disclosure website at https://rave.credit-suisse.com/disclosures for the definitions of abbreviations typically used in the target 
price method and risk sections.  

See the Companies Mentioned section for full company names  

The subject company (2328.HK) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit Suisse. 

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (2328.HK) within the next 3 
months. 

As of the end of the preceding month, Credit Suisse beneficially own 1% or more of a class of common equity securities of (2328.HK). 

Important Regional Disclosures  

Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report. 

The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (2328.HK) within the past 12 
months 

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares; SVS-
-Subordinate Voting Shares. 

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit https://www.credit-
suisse.com/sites/disclaimers-ib/en/canada-research-policy.html. 

Credit Suisse has acted as lead manager or syndicate member in a public offering of securities for the subject company (2328.HK) within the past 3 
years. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that. 
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Taiwanese Disclosures: This research report is for reference only. Investors should carefully consider their own investment risk. Investment 
results are the responsibility of the individual investor. Reports may not be reprinted without permission of CS. Reports written by Taiwan 
based analysts on non-Taiwan listed companies are not considered recommendations to buy or sell securities under Taiwan Stock Exchange 
Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers. 

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important disclosures 
regarding any non-U.S. analyst contributors: The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with 
FINRA. The non-U.S. research analysts listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 
and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst 
account. 

Credit Suisse (Hong Kong) Limited ......................................................................................................................... Arjan van Veen ; Frances Feng 

For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at https://rave.credit-
suisse.com/disclosures or call +1 (877) 291-2683.  
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Disclaimers 

References in this report to Credit Suisse include all of the subsidiaries and affiliates of Credit Suisse operating under its investment banking division. For more information on our structure, please use the following 
link: https://www.credit-suisse.com/who_we_are/en/This report may contain material that is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in 
any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG or its affiliates ("CS") to any 
registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of the material, nor its content, nor any copy of 
it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All trademarks, service marks and logos used in this report are trademarks or 
service marks or registered trademarks or service marks of CS or its affiliates. The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or 
considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report 
are suitable for any particular investor. CS will not treat recipients of this report as its customers by virtue of their receiving this report. The investments and services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, 
accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate to your individual circumstances, or otherwise constitutes a personal recommendation to you. CS does not 
advise on the tax consequences of investments and you are advised to contact an independent tax adviser. Please note in particular that the bases and levels of taxation may change. Information and opinions 
presented in this report have been obtained or derived from sources believed by CS to be reliable, but CS makes no representation as to their accuracy or completeness. CS accepts no liability for loss arising from 
the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that such liability arises under specific statutes or regulations applicable to CS. This report is not to be 
relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in the future issue, other communications that are inconsistent with, and reach different conclusions from, the 
information presented in this report. Those communications reflect the different assumptions, views and analytical methods of the analysts who prepared them and CS is under no obligation to ensure that such 
other communications are brought to the attention of any recipient of this report. Some investments referred to in this report will be offered solely by a single entity and in the case of some investments solely by CS, 
or an associate of CS or CS may be the only market maker in such investments. Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, 
express or implied, is made regarding future performance. Information, opinions and estimates contained in this report reflect a judgment at its original date of publication by CS and are subject to change without 
notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate 
fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR's, the values of which are influenced by currency volatility, 
effectively assume this risk. Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward interest and exchange 
rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product should conduct their own investigation and 
analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. Some investments discussed in this report may have a high level of volatility. High 
volatility investments may experience sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your original investment. Indeed, in the case of some 
investments the potential losses may exceed the amount of initial investment and, in such circumstances, you may be required to pay more money to support those losses. Income yields from investments may 
fluctuate and, in consequence, initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those 
investments, similarly it may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed. This report may provide the addresses of, or contain hyperlinks to, 
websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed any such site and takes no responsibility for the content contained therein. Such address or hyperlink 
(including addresses or hyperlinks to CS's own website material) is provided solely for your convenience and information and the content of any such website does not in any way form part of this document. 
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