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Ping An Insurance (Group) of China (601318)

With firm resolution in the critical time, Ping An

Insurance expects meaningful recovery
Buy (Maintain)

Forecast & Valuation 2021A 2022E 2023E 2024E
Net profit (RMB mn) 147,961 152,923 157,523 170,432
Growth (YoY %) 6.1% 3.4% 3.0% 8.2%
Value of new business (RMB mn) 37,898 31,346 32,422 36,407
Growth (YoY %) -23.6% -17.3% 3.4% 12.3%
EVPS (RMB) 76.34 80.14 86.87 94.52
P/EV (X) 0.59 0.56 0.52 0.48

Key words: # reversal effect
Investment Thesis

Ping An Insurance enjoys an attribute of positive option value from pandemic control
optimization and economic recovery. Its low valuation provides downside protection,
and marginally recovering environment leads to valuation elasticity. We believe that
recovery of the life insurance industry depends on pandemic control situation in the short-
term, team building in the medium-term and products in the long-term. With continuous
optimization of pandemic control measures, we expect life insurance sector to experience
improvements in both valuation and earnings. While elasticity from the asset side is
stronger in the short term, elasticity from the liability side in the long term should test
leading insurance firms on reform efficiency. We believe that Ping An Insurance, a pioneer
in life insurance reform, has the potential to lead the industry to step out of difficulties.

External environment: Ping An expects meaningful growth due to the upcoming
economic recovery. With the implementation of real estate policies, we believe that the
policy orientation is completely changed towards keeping market players. We see upside
potential for both long-term interest rate and equity market, as optimization of pandemic
control measures brings higher expectation for economic recovery and the effect of loose
credit manifests. Despite no obvious inflection signal for liability side of life insurance,
we see accumulated opportunities. Supply side: though the number of teams for listed
insurance firms is still declining, the magnitude is significantly narrowed, and the capacity
is continuously recovering. Demand side: thanks to low-interest environment, sales of
savings insurance recover due to its comprehensive advantages of safety, profitability, and
liquidity. Given the declining returns of competing products and the increasing willingness
of residents to save, we expect high-single-digit growth of new orders and values for listed
insurance firms in 1Q23, and Ping An Insurance to outperform its peers.

Life insurance reform advances in an orderly manner while renewed logo keeps
original aspiration. Ping An upgraded the slogan "Fintech" in the brand identification to
"Professional Value", reflecting its pursuit of creating long-term benefits and value for
shareholders, clients, employees, and the public. Ping An's talent recruitment plan has
achieved initial results. Based on digital tools, its evaluation system focuses on three
dimensions of "performance, quality and behavior", with the internal logic of "good
behavior supports good quality, which in turn drives good performance", and guides teams
to form a positive feedback mechanism of "retention improvement, quality improvement,
revenue increase, attract better talents". Ping An’s new bank & insurance team plays an
important strategic role in increasing banking revenue, meeting customers' diversified
asset allocation needs, and optimizing life insurance channel structure.

Earnings Forecast & Rating: We maintain our original earnings forecast and expect the
growth rate of Ping An’s operating profit to be 3.4%/3.0%/8.2% in 2022-2024, NBV
growth to be -17.3%/3.4%/12.3%, and benefits of life insurance reform to gradually
release from 2023. Using SOTP method, we assign P/EV of 0.76x to the company and
maintain the “Buy” rating.

Risks: Lower-than-expected life insurance reform progress, pandemic control optimization,
or product side reform effects.
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Market Data

Closing price (RMB) 44.95
52-week Range (RMB) 35.90/56.23
P/B (X) 0.98
Market Cap (RMB mn) 821,696.85
Basic Data

BVPS (RMB) 45.89
Liabilities/assets (%) 89.67
Total Issued Shares (mn) 18,280.24
Shares outstanding (mn) 10,832.66
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2020A 2021A 2023E
—. Bl 1,168,867 1,218,315 1,180,444 1,112,965 1,194,938 1,258,875
R E ST IN 795,064 797,880 760,843 758,508 776,130 805,031
B R 21,370 -23,077 -30,208 27,843 -28,953 -30,365
RIBAZ| R 2S4S -24,915 -17,204 9,298 -5,977 9,196 -11,079
AR 748,779 757,599 739,933 724,688 737,981 763,588
ARAT Ak 51 BN 90,187 100,404 121,368 137,568 150,795 162,436
FEPRF Ak S F 4 B BAR A H N 44,230 51,762 41,584 48,138 54,537 60,612
FAFME 177,488 243,515 231,850 181,579 197,038 210,463
IFNEE S A 44,091 -4,770 22,613 -30,757 3,312 7,517
ILMA 779 2,219 1,267 6,800 7,901 8,556
Hopt e SN 63,313 64,181 67,055 32,425 32,870 33,333
=. Bl i At 983,839  -1,030,011  -1,040,759 921,209 951,039 987,042
BARA 26,661 -36,914 -52,931 -33,818 -36,145 -37,771
WAt ok 213,767 225,633 -252,606 -303,846 -320,404 -336,808
RIBURS T B %5 286,921 -302,553 -262,859 -138,426 -128,166 -125,609
PRF L) £k -19,329 -19,001 -19,405 -12,676 -17,053 -18,594
Ny i -13 -18 24 -1,412 1,412 -1,412
PRie b 5 F 42 % BAR 4 H -114,753 -102,003 -80,687 -117,224 -117,812 -120,709
2 Ak Bt B M Ao 4272 4,615 -4,570 -4,049 -4,346 -4,628
Ak 5B 8 -172,892 -176,551 -172,597 -180,228 -190,556 -197,404
B FE SRR 7,572 6,356 5,908 10,374 9,980 9,525
W45 -20,098 26,436 -28,082 -16,876 -17,973 -19,190
E: RS -65,439 63,185 67,970 -68,898 70,343 71,831
= BALR K -67,266 79,458 -14,548 97,348 -107,180 -116,215
=, BLAHE 185,028 188,304 139,685 191,755 243,900 271,833
w9, F)iE & 184,739 187,764 139,580 191,755 243,900 271,833
B PTARALE A 20,374 -28,405 69 -34,690 -46,623 -52,938
A, HAE 164,365 159,359 121,802 157,065 197,277 218,894
)2 & FHE o 38) IR A 644 F)E 149,407 143,099 101,618 116,153 150,593 167,621
YV BIR R A 14,958 16,260 20,184 40,911 46,684 51,273
. FFROKE (LK) 8.41 8.10 5.77 6.60 8.55 9.52
TS (TR 2.05 2.20 2.38 2.47 2.54 2.75

FABFoR: Wind, AFiEk (55)
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