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COMPANY INFORMATION

Price: (Bt) as of 9-Dec-15 50.25
Market Cap (US$ m) 2,380.9
Listed Shares (m shares) 1,703.8
Free Float (%) 41.6
Avg. Daily Turnover (US$ m) 1.2
12M Price H/L (Bt) 55.25/44.50
Sector Insurance

Major Shareholder Sophonpanich Family 37%

Sources: Bloomberg, Company data, Thanachart estimates
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COMPANY NOTE

BLA

SARACHADA SORNSONG

Ex 1: 2014 Life Insurance Market Share (Total Premiums)

Total premiums (all types of premium): 2014 market share

Ex 2: 9M15 Life Insurance Market Share (Total Premiums)

Total premiums (all types of premium): 9M15 market share

Company Bt m Share (%) Y-y (%) Company Bt m Share (%) y-y (%)
A.lLA 114,783 22.8 3.8 A.lLA 84,119 21.5 4.0
Muang Thai Life (MTL) 75,234 14.9 24.9 Muang Thai Life (MTL) 65,664 16.8 14.3
Thai Life Insurance (TLI) 63,060 12.5 14.6 Thai Life Insurance (TLI) 45,973 11.8 7.1
Bangkok Life (BLA) 51,810 10.3 32.6 Siam Commercial New York Life (SCBLife) 42,747 10.9 15.9
Krungthai-Axa Life (KTAL) 48,877 9.7 29.6 Krungthai-Axa Life (KTAL) 40,297 10.3 15.4
Siam Commercial New York Life (SCBLife) 48,621 9.7 6.9 Bangkok Life (BLA) 31,853 8.2 (28.1)
Ayudhya Allianz C.P. (AZAY) 26,958 5.4 7.4 Ayudhya Allianz C.P. (AZAY) 20,506 5.3 6.9
Prudential Life (PLT) 15,458 3.1 50.4 Prudential Life (PLT) 12,463 3.2 10.3
FWD Life (FWD) 14,671 2.9 7.5 FWD Life (FWD) 11,337 29 15.3
Ocean Life (OLIC) 14,115 2.8 8.6 Ocean Life (OLIC) 10,143 2.6 (3.6)
Industry 262,834 100.0 13.8 Industry 390,903 100.0 4.6
Sources: Company data, Office of Insurance Commission (OIC) Sources: Company data, Office of Insurance Commission (OIC)
Ex 3: First Year Premium (FYP) Policy Mix Ex 4: Total Premium (TP) Policy Mix
Proportion (%) 2013 2014 ‘ 9IM15 Proportion (%) 2013 2014 IM15
Endowment 73.42 84.09 65.87 Endowment 82.67 85.47 82.74
Life protection 23.89 14.20 29.53 Life protection 14.36 12.06 13.76
Group employee 2.22 1.39 3.9 Group employee 2.66 2.19 3.16
Others 0.47 0.33 0.7 Others 0.32 0.27 0.35
Total 100 100 100 Total 100 100 100
Source: Company data Source: Company data
Ex 5: NPV vs GPV Method Valuation Assumptions
Valuation Assumptions
NPV GPV

(lock-in assumptions)

- Mortality rate Same mortality table used to

calculate premiums

- Discountrate : Not higher than the discountrate
(interestrate) used to calculate

premiums

(current, updated assumptions)

- Mortality rate
Expenses,
Lapserate

Best-estimate assumptions from
actual experience (current)

- Discountrate : Weighted average of zero-coupon
government bond yields in the past
8 quarters, or the stated yields at
the end of the quarter, w hichever s

higher.

Source: Company data
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COMPANY NOTE BLA SARACHADA SORNSONG

Ex 6: BLA's Palicy for Life Insurance Reserve Accounting

Normal Reserves Liability Adequacy Test : LAT
Add : ifinterest rate decreases and
) 4== GPV > NPV
Life Insurance — LAT Reserves
Reserves — NPV + 4%PAD + (specialreserves)
- Release* : ifinterest rateincreases
(write-back) and NPV > GPV
*Note : can release only up to the amount of
LATreserves previously booked
Source: Company data
Ex 7: BLA's Quarterly Earnings Are Sensitive To Movements In Bond Yield
(Bt m) mmmm Net Profit (LHS) (%)
~———10-year zero-coupon bond yield (RHS
2,500 - y P yield (RHS) - 4.25
2,000 1 - 4.00
F 3.75
1,500 A 350
1,000 A F 3.25
500 - - 3.00
F 2.75
0 -
- 2.50
(500) 1 L 2.25
(1,000) - - 2.00
1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14 1Q15 2Q15 3Q15
Sources: Company data, Thai Bond Market Association (ThaiBMA)
Ex 8: Weighted Average Zero-Coupon Bond Yields Ex 9: Thai Government 10-year Zero-Coupon Bond Yields
TTM: 10 Yield (%) Weighted average @ Change  Special (%)
4.3 -
years yield (%) (%) reserves
4.1 A
1Q14 3.96 3.87 (0.06) (400) 3.9
2Q14 3.84 3.83 (0.04) (1,450 3'7
3Q14 3.48 3.66 (0.17) (2,248) 35 |
4Q14* 2.92 3.37 (0.29) 798 33 |
1Q15 2.76 3.24 (0.13) (1,319) 31 4
2Q15 3.06 3.32 0.08 1,319 29 4
3Q15 2.89 3.16 (0.16) (2,284) 27 4
Note: *BLA revised better-than-expected assumptions at year-end that 2.5 —T T T T T T T T T T T
resulted in a decrease in reserves under the GPV method despite gdgdgd9ddoaaasIInEan
the interest rate drop 9%%999%999999%%99%%
Sources: Thai Bond Market Association (ThaiBMA), Thanachart estimates Source: Thai Bond Market Association (ThaiBMA)
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Ex 10: Changes in Key Assumptions

Insurance premiums (Bt m)

New
Old
Change (%)

Reserves ratio (% of total premiums)

New
Old
Change (%)

Benefit payment ratio (% of total premiums)

New
Old
Change (%)

2015F \

42,806
43,051
(0.6)

66.0
65.0
1.0

36.0
325
3.5

Commission and brokerage ratio (% of total premiums)

New

Old

Change (%)

Net profit (Bt m)
New

Old

Change (%)

6.8
6.0
0.8

1,194
4,339
(72.5)

2018F \

2016F 2017F
49,382 56,196 64,843
48,654 56,139 65,953
15 0.1 1.7)
70.0 67.5 67.0
65.0 65.0 64.5
5.0 25 2.5
32.0 30.0 28.0
30.0 28.0 27.0
2.0 2.0 1.0

6.0 7.0 7.0

6.5 7.0 7.0
(0.5) 0.0 0.0
3,475 5,536 7,748
5,747 6,624 8,150
(39.5) (16.4) (4.9)

Source: Thanachart estimates

Note: *BLA booked Bt2,284m in special reserves in 3Q15

Ex 11: 12-month DDM-based Valuation

2019F

2022F

Dividend of common shares
Dividend of preferred shares

Dividend payment

Risk-free rate (%) 4.5%
Market risk premium (%) 7.5%
Beta 1
Cost of equity (%) 12.0%
Terminal growth (%) 4.0%
Equity value (Bt bn) 101,633
No .of shares (m) 1,703
Equity value/ share (Bt) 60

2016F ‘ 2017F ‘ 2018F

1,043 1,661 2,324
0 0 0
1,043 1,661 2,324

2,953
0
2,953

3,631

3,631

2021F‘
4,216

4,216

4,896

4,896

Terminal

2024F  2025F value (2036F)
6,808 7,895 37,607

0 0 0 0
6,808 7,895 37,607

Sources: Company data, Thanachart estimates
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Valuation Comparison

Ex 12: Valuation Comparison With Regional Peers

EPS growth — PE — — P/IBV — - ROE - — Div. Yield —

Name BBG Code Country  15F 16F 15F 16F 15F 16F 15F 16F 15F 16F
(%) (%) x) (x) (x) x) (%) (%) (%) (%)

China Life Insurance 601628 CH China 37.3 9.5 18.0 16.4 2.4 2.2 15.0 14.6 1.7 1.9
China Pacific Insurance 601601 CH China 48.4 4.1 15.0 14.4 1.9 1.7 12.8 12.7 2.2 24
Ping An Insurance Group 601318 CH China 28.8 10.0 10.8 9.9 1.7 1.4 17.2 15.8 1.4 1.6
China Life Insurance 2628 HK Hong Kong 37.3 6.1 16.1 15.1 2.2 2.0 14.8 13.8 1.9 2.1
Ping An Insurance Group 2318 HK Hong Kong 23.6 51 14.0 13.3 2.2 1.9 15.9 15.4 11 1.2
LPI Capital LPI MK Malaysia (10.2) (1.0) 19.5 19.7 2.9 2.8 13.9 12.9 3.6 3.7
Dongbu Insurance 005830 KS South Korea (3.4) 14.9 10.2 8.9 1.2 1.1 12.3 12.9 2.5 2.9
Hyundai Marine & Fire 001450 KS South Korea 27.6 16.4 8.9 7.6 1.0 0.9 11.8 12.4 2.6 3.0
LIG Insurance 002550 KS South Korea (4.8) 84.3 11.0 6.0 0.8 0.7 8.1 12.9 2.1 3.0
Meritz Fire & Marine 000060 KS South Korea 36.6 16.3 9.9 8.5 11 1.0 11.0 12.0 3.0 35
Samsung Fire & Marine 000810 KS South Korea (0.7) 15.5 16.5 14.3 1.3 1.2 8.9 10.0 1.8 2.0
Cathay Financial Holding 2882 TT Taiwan 18.6 (13.5) 9.2 10.6 1.2 11 13.2 10.7 4.8 4.5
China Life Insurance 2823 TT Taiwan 46.7 (14.6) 9.2 10.8 1.2 1.1 12.7 9.8 2.1 1.8
Shin Kong Financial 2888 TT Taiwan 18.2 21.1 8.7 7.2 0.6 0.5 6.8 7.9 1.0 1.3
Bangkok Life Assurance BLA TB* Thailand (61.5) 191.2 71.7 24.6 3.3 3.0 4.6 12.7 0.6 1.2
Thai Reinsurance THRE TB Thailand na 33.3 17.9 13.4 1.7 1.6 12.0 12.0 1.9 2.2
Thaire Life Assurance THREL TB* Thailand 19.8 13.9 16.8 14.8 5.8 5.3 35.8 37.2 4.5 5.1
Average 16.4 24.3 16.7 12.7 1.9 1.7 13.3 13.9 2.3 2.6

Source: Bloomberg

Note: * Thanachart estimates , using Thanachart normalized EPS
Based on 9 Oct 2015 closing prices
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COMPANY DESCRIPTION COMPANY RATING
npmwliufiadssiananfensnodsziuiie lagdnisuny Einancial Rating Scale
a o A s > nu 1 e
ﬂjmul 2 Iﬂijﬂﬂ%aﬂﬂa}]}ﬂmmuaﬂf%LLawﬂiwﬂuLLU‘UﬂQu }ﬂﬂﬁdﬂa management Very Strong 5
ﬁulmyﬂqwmLLa:Lﬂuwmmmamsmﬂaﬁmmsngamwmﬂﬂ 5
fe A e an 4 & 4 ;
umTnlazUTEn dudew Uiuiie Sedsegnlsznedyu Risk Strong 4
Manage manage
ment ment Good 3
Fair 2
. s *Corp.
Liquidity governance Weak 1
None 0
Source: Thanachart Source: Thanachart; *CG Awards
THANACHART'S SWOT ANALYSIS
S — Strength W — Weakness
Ao fe A o an . A . o 4 .
»  msnintianduuSen dddew dsznuidia mulumsmgma = IWIUAIUNBTILNAAGAA
o A a o ' A o AaA dao ° @
. mwmmmhmsmmﬂi:numummmammmsn;amw . miwumw"lummsnm:mzJLmuﬂsznummmamwm"Lsga"l@

a o

= {idan CAR dfgaludisunolng

= f ) a
" NI EEBT BN T SINNLAL 1Y

O — Opportunity T — Threat
. agj‘luq@1mﬂﬂiiuﬁﬁﬂﬁlﬁﬂmﬁﬁLLazr_TaLﬁui@"l,@”ﬁﬂ " MSMANNT8d RBC 1197 2 N9199zFINaauda BLA
Aa a & a o % [y & o
= lamamsaiusiniamsivewiaa »  mafsuudasnginasiang gfianaszvilet BLA dasasdisas
&
FIUU
U

anuEuKIuadsaaandluaaa

CONSENSUS COMPARISON RISKS TO OUR INVESTMENT CASE

" aouduniutasnzaaniianazinld BLA  anadaeiinsad

Consensus Thanachart Diff
F1I0INLAL
Target price (Bt 50.98 60.00 18% o o A , a
getp (B1) = ﬂ’]iLﬂaUuIﬂi\‘]ﬂi’l\‘]"uadEULLUUﬂSNﬁSSﬂV}E}”Iﬁ]VLNLﬁu@l’mﬂlﬁ’]ﬂ’m
i -629 ' I a & o i A

Net profit 15F (Bt m) 3,168 1,194 62% FINALW BLA 8713UNTAINIBIFININLINMNG
Net profit 16F (Bt m) 4,238 3,475 -18%
Consensus REC BUY: 5 HOLD: 6 SELL: 4

HOW ARE WE DIFFERENT FROM THE STREET?

B anaidszanansinlsd 2016F 28951630810 18%
A a P o Aa a ¢ a A
Wasnnsuufgiwduisesdsznudie uaziudronadszlomiaden
]ININ
U

" agwlsfiony imdsasyuuasuindanmaivlavasilluszozen

{ A o A o daae B X o
M3l BLA tAndadufudiifidaniligedu nadwang
' ' ' A A

vaungInhaaaag 18% swniamnnnaieugulluluies
a1 ldud 2016

Sources: Bloomberg consensus, Thanachart estimates Source: Thanachart
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FINANCIAL SUMMARY

BLA

SARACHADA SORNSONG

Premiums growth should
continue to be strong due
to growing life insurance
market

We expect investments
to continue to grow
moderately

INCOME STATEMENT
FY ending Dec (Bt m)
Insurance premium
Less Life policy reserve
Net insurance premium
% of life policy reserve
Underw riting expenses
Profit frominsurance
Revenue on investment
Others
Non-underwriting Income
% of total income
Total Income
Operating Expenses
Profit from operation
Obligation expenses
Pre-tax Profit
Income Tax
After Tax Profit
Equity Income
Minority Interest
Extraordinary tems
NET PROFIT
Normalized Profit
EPS (Bt)
Normalized EPS (Bt)

2013A
38,795
25,357
13,438
28.4%
13,939
(501)
7,601
39
7,640
107.0%
7,139
1,720
5,419
108
5,311
930
4,381
0
0
0
4,381
4,381
3.6
3.6

2014A
51,172
40,818
10,354
28.8%
15,531
(5.177)
10,255
48
10,303
201.0%
5,126
1,881
3,245
137
3,108
446
2,662
0
0
0
2,662
2,662
1.8
1.8

2015F

42,806
30,950
11,856
20.5%
20,097
(8,241)
11,665
43
11,708
337.7%
3,467
1,931
1,536
115
1,421
227
1,194
0
0
0
1,194
1,194
0.7
0.7

2016F

49,382
34,567
14,815
20.3%
21,086
(6,272)
12,787
49
12,836
195.5%
6,565
2,249
4,315
178
4,137
662
3,475
0
0
0
3,475
3,475
2.0
2.0

2017F
56,196
37,932
18,264
20.0%
23,715
(5,451)
14,766
56
14,823
158.2%
9,372
2,579
6,792
202
6,590
1,054
5,536
0
0
0
5,536
5,536
3.3
3.3

BALANCE SHEET

FY ending Dec (Bt m)

ASSETS:

Liquid Items
cash & cash equivalents
accrued investment income
Securities under resale agreement

Investments

Net loans
Gross and accrued interest
Provisions for doubtful

Fixed assets - net

Other assets

Total assets

LIABILITIES:

Liquid Items
Securities sold under repurchase
Income tax payable
Amount due to reinsurer

Life policy reserve

Other liabilities

Total liabilities

Minority interest

Shareholders' equity
Preferred capital
Paid-in capital
Share premium
Surplus/ Others
Retained earnings

Liabilities & equity

5,823
1,331
1,863
1,840
161,637
3,526
3,526

0

327

482
171,795

1,657
950

257

450
136,616
2,522
149,532
0

22,264
0
1,212
2,846
4,459
13,747

171,795

10,541
5,708
2,344
1,725

198,238
4,735
4,735

0

389
1,687
215,590

879

0

500

380
177,435
2,685
190,013
0

25,576
0
1,698
2,988
5,642
15,248

215,590

2015F

8,464
2,500
2,756
2,569
230,858
6,359
6,359

0

466
1,141
247,288

572

0

254

318
208,384
2,766
221,050
0

26,238
0
1,703
2,988
5,642
15,905

247,288

2016F

8,451
1,500
3,219
2,995
267,245
7,009
7,009

0

496
2,161
285,362

1,107

0

741

366
242,952
2,849
256,691
0

28,671
0
1,703
2,988
5,642
18,338

285,362

8,177
200
3,676
3,463
308,298
8,103
8,103

0

524
3,084
328,186

1,597

0

1,180
417
280,884
2,934
295,641
0

32,546
0
1,703
2,988
5,642
22,213

328,186

Sources: Company data, Thanachart estimates
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FINANCIAL SUMMARY BLA SARACHADA SORNSONG

VALUATION
FY ending Dec 2013A 2014A 2015F 2016F 2017F
Normalized PE (x) 13.9 27.6 717 24.6 15.5
Normalized PE - at target price (x) 16.6 32.9 85.6 29.4 18.5
PE (x) 13.9 27.6 717 24.6 15.5
PE - at target price (x) 16.6 32.9 85.6 29.4 18.5
P/PPP (x) 11.3 22.6 55.7 19.8 12.6
P/PPP - at target price (x) 13.4 27.0 66.5 23.7 15.0
BLA'’s valuation is not P/BV (x) 2.7 3.3 3.3 3.0 2.6
too demanding at 3.0x P/BV - at target price (x) 3.3 4.0 3.9 3.6 3.1
P/BV Dividend yield (%) 18 1.0 0.6 1.2 1.9
Market cap / total premium (x) 2.2 1.7 2.0 1.7 1.5
Market cap / life policy reserve (x) 0.6 0.5 0.4 0.4 0.3
(Bt)
Normalized EPS 3.6 1.8 0.7 2.0 3.3
EPS 3.6 1.8 0.7 2.0 3.3
DPS 0.9 0.5 0.3 0.6 1.0
PPP/Share 4.5 2.2 0.9 2.5 4.0
BV/share 18.4 151 15.4 16.8 19.1

FNANCIAL RATIOS

FY ending Dec 2013A 2016F 2017F
Growth Rate

Net premiumw ritten (%) 13.7 31.9 (16.3) 15.4 13.8
Life policy reserves (%) 10.9 61.0 (24.2) 11.7 9.7
Underw riting expenses (%) 25.6 11.4 29.4 4.9 12.5
Insurance profits (%) na na na na na
Net profit (%) 17.6 (39.2) (55.2) 191.2 59.3
Normalized profit grow th (%) 17.6 (39.2) (55.2) 191.2 59.3
EPS (%) 16.8 (49.5) (61.5) 191.2 59.3
Normalized EPS (%) 16.8 (49.5) (61.5) 191.2 59.3
Dividend payout ratio (%) 25.2 325 45.0 30.0 30.0
Total FYP (%) 20.2 81.0 (44.1) 41.4 16.7
Total premium (%) 12.8 32.6 (16.2) 15.4 13.8
Total investment assets (%) 20.0 22.9 16.9 15.6 15.4
Total assets (%) 19.7 255 14.7 15.4 15.0
Total equity (%) 14.4 14.9 2.6 9.3 13.5

Operating Ratios (%)

Profit on underw riting to net earned prem. (1.3) (10.1) (19.3) (12.7) (9.7)
Underw riting exp. to net earned premium 101.3 110.1 119.3 112.7 109.7
Investment yield (ROI) 5.0 5.6 5.3 5.0 5.0
Net profit margin 9.4 4.3 2.2 5.6 7.8
ROE 21.0 11.1 4.6 12.7 18.1
We expect higher Loss ratio 28.0 24.2 39.0 35.5 34.0
reserves and benefit Expense ratio 1.0 0.7 1.2 1.2 1.2
payment to pressure Commission ratio 7.0 55 6.8 6.0 7.0
underwriting profit ROA 2.8 14 0.5 13 18
ROE 21.0 11.1 4.6 12.7 18.1
D/IE (x) 6.7 7.4 8.4 9.0 9.1
Policy reserve to capital fund (x) 6.1 6.9 7.9 8.5 8.6
Insurance contract liab. to invest. asset (x) 0.9 0.9 0.9 0.9 0.9
Total CAR 268.0 247.0 286.7 271.5 268.0

Sources: Company data, Thanachart estimates
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