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Strong profit growth in 2013 with obvious
advantages in a comprehensive financial

model

Company Introduction

Ping An was established in 1988 in Shenzhen, which is the first
joint-stock insurance company in China, and core businesses
include insurance, banking and investment. According to
premiums incomes in 2013, Ping An Life and P&C both ranked as
the second largest in China, and became a Global systemically
Important Insurer. Ping An ranked No0.181 in Forture Global 500,

maintained No.l in the non-SOE category in China, and also
ranked No.137 in the Financial Times Global 500.

Summary

e« Ping An (or “the Group”) announced 2013 results last
weekend, and the results met our previous expectation,
as at the end of 2013, gross premiums amounted to
RMB269.051 billion, up 15.01% y-y, and net premiums
increased by 12.18% y-y to RMB 248.017 billion,
maintained stable growth. In 2014, we believe the
Group’s premiums will increase faster than that of 2013
due to the development of the market, and according to
the lasted data, as at the end of Jan 2014, the
accumulated premiums of the Life and P&C insurance
of Ping An increased strongly by 44.77% and 33.65% y-
y to RMB37.236 and 15.417 billion respectively;

« Ping An’s assets also maintained stable growth, its
total assets increased by 18.1% to RMB3.36 trillion
compared to the end of 2012, and net asset increased
by 14.5% to RMB182.709 billion, equivalent to the
BVPS of RMB23.08;

e The Group’s accumulated net profits achieved to
RMB28.154 billion, up 40.42% y-y, mainly due to the
strong growth of incomes affected by the improvement
of the market in 2013, especially for commission fees
and investment incomes, increased by 45.21% and
103.02% y-y to RMB15.815 billion and RMB55.583
billion respectively. However, net interest incomes from
the banking business, the largest part of non-premiums,
increased by 24.63% y-y to RMB93.291 billion;

e In summary, the profit performance of Ping An in 2013
met our expectation. The Group’s business structure
would continue to be improved under the strategy of
“Banking, Insurance, Investment”’, and meanwhile, it
pays close attention to develop E-financial business,
and integrate its businesses to realize one-stop
comprehensive service under mobile platform. We
believe Ping An’s profits will maintain stable increase in
future but the growth rate will go down, and therefore
we cut the profit estimation slightly in the next two
years. Although the share price dropped largely affected
by the market recently, we maintain the 12-m TP to
HK$80.00, 33% higher than the current price,
equivalent to 13.9xP/E and 2.4xP/B in 2014
respectively, the valuation is attractive. Maintain Buy
rating.
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Key Financial Summary

FYE 12/12 12/13  12/14F  12/15F
Net earned premiums (RMB mn) 213,144 240,199 272,647 312,798
Net Profit, adj. (RMB mn) 20,050 28,154 36,253 43,974
EPS, adj. (RVB) 2.53 3.56 4.58 5.56
PIE (X) 18.9 13.4 10.4 8.6

BVPS (RMB) 20.16 23.08 26.54 30.26
PIB (X) 2.4 2.1 1.8 1.6

DPS (RMB) 0.45 0.53 0.69 0.83
Div. Yield 0.9% 1.1% 1.4% 1.7%

Source: Bloomberg, PSR est.

*All multiples & yields based on current market price
Valuation Method
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Table 1. Real value and estimated value of Ping An’

s profits in 2013

Figure 2. Proportion of Ping An’s businesses
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: Table 2. Proportion of Ping An’s investment assets
N proft 0% B 0% 3% 2011 2012 2013
EPS (RUB) i 3% L1B% 3% Term deposits 19.60% 2250%  18.30%
Bond investments 57% 52.10% 51.90%
BIRS (RMB) By B (i 13 Debt schemes investment 1.20% 3.50% 8.70%
EVPS [UB) ng ae 130 iy Others 3.20% 3.30% 3.30%
Source: the Company’s report, Phillip Securities Fixed maturity investments 81.00% 81.40% 82.20%
' ' Equity investment funds 2.90% 2.40% 2.70%
Figure 1. Proportion of Ping An’s products Equity securities 8.60% 7.10% 7.10%
Portion of total written premiums EqUity investments 11.50% 9.50% 9.80%
60.0% Infrastructure investments 1.00% 0.80% 0.70%
50.0% 112012 112013 Investment propert 0.90% 1.50% 1.70%
20.0% - Cash, cash quivalents and others 5.60% 6.80% 5.60%
30.0% - Total investments 100.00% 100.00% 100.00%
20.0% - Source: the Company’s report, Phillip Securities
10.0% Figure 4. The growth of Ping An’s assets
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Source: the Company’s report, Phillip Securities

20of 2



China Pingan (2318.HK)
Phillip Securities (Hong Kong) Research

2014-03-19
Assets (RMB Total assets B et assets Growthrate y-y
Million)
Growth of TA(Right) Growth of NA(Right)
4,000,000 [ 160.00%
0,
3500000 | 140.00%
120.00%
3,000,000 | 100.00%
2,500,000 | 80.00%
60.00%
2,000,000 |
40.00%
1,500,000 F 7 \/\' 20.00%
1,000,000 | 0.00%
20.00%
500,000 -40.00%
- . . 'm. 'm0
0 -60.00%

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 20122013E

Source: the Company’s report, Phillip Securities

Table 3. Valuation of Ping An’s embedded value

RMB Million 011 02 013 AUE  NBE
Adjust NAV 130446 165386 189371 213989 239,668
Adjust value ofinorce insurance business | 96,181 120488 140282 155222 166,465
Embedded value 25601 285874 39653 3921 406132
Adjust value of one year's new business 1682 1595 18163 18708 19643
New business multipler (X) 8 8 8 8 8
Value of new businss 134576 12730 145304 149663 157146
Adjust value 30203 413194 47497 518874 563219
Share capital (Milion) 76 7916 796 7916 7916
EV per hare (RMB) nm o RU e 468 513l
Value of new business per share (RVB) 1700 1608 1836 1891 1985
Stock value per share (HKS) 873 6% ™H O RA 836
PricelEV (X) 160 2 15 09

Source: the Company’s report, Phillip Securities
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Financial Status

FYE FY11 FY12 FY13 FY14F FY15¢
Valuation Ratios

PIE(X) 19.1 18.9 134 10.4 8.6
P/B (X) 2.9 24 2.1 18 16
PIEV (X) 1.6 1.3 11 1.0 0.9
Dividend Payout ratio 16.26% 17.77% 15.00% 15.00% 15.00%
Dividend Yield 0.86% 0.94% 1.08% 1.38% 1.68%
Per share data (RMB)

EPS, reported 2.50 2.53 3.56 458 5.5¢
EPS, adj. 2.50 2.53 3.56 458 5.5¢
DPS 0.41 0.45 0.53 0.69 0.8:
BVPS 16.53 20.16 23.08 26.54 30.2¢
EVPS 29.77 36.11 41.64 46.64 51.31
Growth

Net earned premiums 32.3% 14.2% 12.7% 13.5% 14.7%
Total income 39.0% 24.6% 24.2% 22.3% 21.7%
Profit before tax 34.4% 7.7% 42.9% 21.1% 21.2%
Net Income, adj. 12.5% 3.0% 40.4% 28.8% 21.3%
Key Ratios

Net profit / Gross premiums 9.37% 8.57% 10.46% 11.72% 12.25%
Net profit / Net earned premiums 10.43% 9.41% 11.72% 13.30% 14.06%
Income Statement (RMBmn) Fy11 Fy12 FY13 FY14F FY15F
Gross w ritten premiums and policy fees 207,802 233,940 269,051 309,409 358,914
Less: Premiums ceded to reinsurers (10970)  (12,851)  (21,034)  (28,396) (36,915
Net w ritten premiums and policy fees 196,832 221,089 248,017 281,013 321,999
Increase in unearned premiumreserves, net (10,170) (7,945) (7,818) (8,365) (9,202
Net earned premiums 186,662 213,144 240,199 272,647 312,798
Reinsurance commission income 3,656 4,529 6,584 9,020 11,726
Interest income of banking operations 39,314 74,852 93,291 119,412 155,236
Fees and commission imcome of non-insurance operations 8,614 10,891 15,815 22,141 29,890
Net investment income 29,265 27,378 55,583 80,595 104,774
Share of profits and losses of associates and jointly controlled entitie 1,068 (46) (264) 0 0
Other income 3,665 8,445 10,013 11,515 12,666
Total income 272,244 339,193 421221 515331 627,091
Claims and policyholders' benefits (145,764)  (165,994) (198,002) (237,602) (287,499
Commission expenses of insurance operations (17,767)  (20,437)  (25,390)  (30,468) (35,038
Genral and administrative expenses (50,575)  (68,477)  (81,753)  (98,104) (117,724
Interest exoenses of banking operations (20,432)  (40,351)  (50,861)  (65,102) (82,680
Fees and commission expenses of non-insurance operations (1,050) (1,455) (1,979 (2,573) (3,087
Loan loss provision, net of reversals (1,704) (3,048) (6,709) (9,728) (13,619
Foreign exchange losses (434) 255 (381) (438) (504
Finance costs (1,254) (1,758) (3,202) (4,163) (5,203
Other expenses (3,238) (5,590) (6,720) (8,400) (10,500
Total expense (242,218)  (306,855)  (374,997) (456,578) (555,855
Profit before tax 30,026 32,338 46,224 58,754 71,236
Income tax (7,444) (5,588)  (10,210)  (13,069) (15,944
Income tax rate 32.96% 20.89% 22.09% 22.24% 22.38Y%
Profit for the year 22,582 26,750 36,014 45,685 55,292
Minority interest (3,107) (6,700) (7,860) (9432) (11,318
Net profit 19,475 20,050 28,154 36,253 43,974
Dividend 3,166 3,562 4,223 5,438 6,596

Source: Company, PSR
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Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5

We do not base our recommendations entirely on the above quantitative return bands.
We consider qualitative factors like (but not limited to) a stock’s risk rew ard profile, market
sentiment, recent rate of share price appreciation, presence or absence of stock price
catalysts, and speculative undertones surrounding the stock, before making our final
recommendation
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks

>+20% Buy 1 >20% upside from the current price

+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-20% Sell 5 >20%downside from the current price

PHILLIP RESEARCH STOCK SELECTION SYSTEMS

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited to) a stock's risk
reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the
terms and limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct
or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any
analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are
expressions of belief only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such
information or Research is accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this publication is
subject to change, and Phillip Securities shall not have any responsibility to maintain the information or Research made available or to supply any
corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any special, indirect, incidental or consequential
damages which may be incurred from the use of the information or Research made available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at
any time without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs
of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should
seek advice from a financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or
particular needs of that person, before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’'s own independent verification and exercise of
judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a
representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products
which may be described in this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions
involving such products should not be made unless all such risks are understood and an independent determination has been made that such transactions
would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a
complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in
this research should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation
covered in this report.

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial
interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed
corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear
responsibility for any loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant
investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.

© 2013 Phillip Securities (Hong Kong) Limited
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