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China Insurance Sector 
 
Mkt. Cap. (HK$mn) 1,332,014  
Avg. 3mths t/o (HK$mn) 3,259  
52W High/Low (HK$) 98.5/63.5 
Total Issued Shares (mn) 18,280  
Source: Bloomberg 

 
Shareholding Structure 
Charoen Pokphand Group 8.02% 
Shenzhen Investment Holdings   5.27% 
Source: Bloomberg 

 
Share performance 
 Absolute Relative 
1-mth 2.0% 4.2% 
3-mth 3.9% 14.9% 
6-mth -12.2% 4.8% 
Source: Bloomberg 
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  Key takeaways from Investor Day    
  
 We attended Ping An 2018 Investor Day on core finance recently, during which the 

Group clarified a new framework to interpret its value and introduced strategies and 

achievements of its core finance business. 

 Understand value of the Group via operating profit. Ping An began to announce 

operating profit in 2017, which is calculated as accounting net profit excluding short-

term investment variances between actual and assumption, impact of discount rate 

changes and one-off material gains or losses. While the previous two are meaningful 

adjustments to the Group’s life and health insurance business, one-off gains or losses 

were mostly related to its technology business. Operating profit is acknowledged as a 

better gauge to evaluate Ping An’s life insurance business and the Group in general. 

Steady growth in operating profit lends support for dividend growth. 

 Remarkable ROEV growth of life insurance business. In the past five years, Ping An 

achieved an average ROEV growth of 24.7%, primarily driven by i) rapid increase and 

generation of new business value, ii) prudent assumptions and management of 

insurance risks, which lead to positive operating variances. We believe the above two 

drivers will continue to boost value of Ping An Life. Technological application in PAL 

has gradually upgraded to 3.0 version. In previous 1.0 and 2.0 versions, PAL reduced 

service manpower by 70%, and improved productivity by 32%. In the more ambitious 

3.0 version, PAL aims to save Rmb630mn training costs, expand high-performing agent 

team by 20%, and promote sales by Rmb2.8bn. 

 “NII+” investment strategy and PAB transformation. (1) To deal with escalating 

marketing uncertainties, Ping An is dedicated to beefing up net investment income, 

which creates a cushion for insurance fund investment. NII increased at CAGR of 20.6% 

from 2008-2017. In 2017, NIY was 6.5% and NII covered 160% of life insurance claims. 

(2) Leveraging the Group’s resources, PAB’s retail transformation achieved further 

success - over 50% revenue are now derived from retail banking. Since 2018, revenue 

growth and net interest income growth has been picking up and NIM reversed 

declining in 2Q18. 

 Valuation. The stock is now trading at 1.25x 1H18 Group embedded value. Core units 

of Ping An’s technology business are worth HK$9.9 per share, or equivalent to 13.6% 

of the Group’s market value. Excluding the above technology business units, Ping An’s 

P/EV valuation multiple would be 1.17x on 1H18 basis, above peers’ average. 

Earnings summary 
(YE 31 Dec) FY15A FY16A FY17A 
Gross written premium (Rmb mn) 386,012 469,555 605,035 
Interest income from banking (Rmb mn) 134,635 131,075 147,386 
Investment income (Rmb mn) 134,922 115,053 152,101 
Total income (Rmb mn) 693,220 774,488 974,570 
Net profit (Rmb mn) 54,203 62,394 89,088 
EPS (Rmb) 2.98 3.50 4.99 
EPS CHG (%) 20.6% 17.4% 42.6% 
PER (x) 21.76 18.53 13.00 
PBR (x) 3.53 3.02 2.44 
PEV (x) 2.14 1.81 1.40 
Yield (%) 0.8% 1.2% 2.3% 
ROE (%) 17.4% 17.4% 20.8% 

Source: Company, Bloomberg 
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Figure 1: Movement of operating profit, 2017 

 

Source: Company, CMBIS. 

Figure 2: In 2017, 68.3% of OP from L&H insurance 
business came from release of residual margin 

 

Source: Company, CMBIS.  

 
Figure 3: Movement of ROEV, 2013-2017 average 

 

Source: Company, CMBIS. 

Figure 4: NII and NIY 

 

Source: Company, CMBIS.  

 
Figure 5: NII/PAL claims 

 

Source: Company, CMBIS. 

Figure 6: PAB’s transformation achieved success 

 

Source: Company, CMBIS.  
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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 

 

CMB International Securities Limited 
Address: 45th Floor, Champion Tower, 3 Garden Road, Central, 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 
and/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 
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