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Insurance margins improve; lending momentum intact...

About the stock: Bajaj Finserv (Finserv) is a financial conglomerate with a
holding in the financing business (Bajaj Finance), life insurance (Bajaj Life
Insurance), general insurance (Bajaj General Insurance) & other financial business.

Q1FY27 performance: Bajaj Finserv reported a healthy Q1FY27 performance, with
consolidated PAT rising 18% YoY to 6,297 crore, driven by strong performance
across lending and insurance businesses. The lending business remained robust,
with Bajaj Finance delivering healthy AUM growth of 24% YoY to X5,46,944 crore,
supported by improved asset quality and strong profitability. Life Insurance
delivered healthy traction with RWRP growth of 17.5% YoY to X1,474 crore, VNB
growth of 87% YoY to X271 crore and new business margin expansion of 480 bps
YoY to 15.9%. In General Insurance, GWP growth remained slow at 11.3% YoY,
though in-line with industry, while combined ratio increased to ~104.7% due to
elevated government health loss ratio and weakness in fire segment.
Investment Rationale:

e Selective approach with underwriting discipline to aid sustainable
profitability: GWP grew 11.3% YoY to 5,789 crore, broadly in-line with
industry growth despite a calibrated approach towards motor segment
amid a soft pricing environment. Combined ratio increased to 104.7% due
to elevated government health claims and weakness in fire portfolio;
however, management reiterated its profitability-over-growth strategy,
targeting a ~100% combined ratio over the cycle through disciplined
underwriting, portfolio diversification and robust reinsurance protection.

e Continued execution of strategy to strengthens margin trajectory: Retail
weighted received premium (RWRP) grew 17.5% YoY to X1,474 crore,
while VNB increased 87% YoY to X271 crore, with new business margin
expanding 480 bps YoY to 15.9% despite a 290 bps GST headwind. Retail
protection business grew 60% YoY, increasing its share to 12%, while rider
attachment improved to 22%, reflecting successful execution of business
strategy. Management expects continued margin expansion through a
richer product mix, higher protection penetration and operating leverage,
supporting sustainable improvement in profitability.

o Diversified financial platform and scalable adjacencies enhance long-
term earnings visibility: Bajaj Finance remained the key earnings driver
with AUM growth of 24% YoY to X5.47 lakh crore, while HFC delivered 24%
AUM growth with healthy asset quality. Emerging businesses continue to
gain scale, with AMC AUM increasing to 31,400 crore and management
targeting X1 lakh crore AUM over next three years, alongside expansion in
Markets, Health, Alternate Investments. Management has proposed
entering reinsurance business, thus, strengthening earnings
diversification. Operating leverage and medium-term RoE visibility
remains intact.

Rating and Target Price

e  While volatility persist in earnings of general insurance business, disciplined
underwriting, structural improvement in life insurance margins and scaling
of diversified financial businesses are expected to support healthy earnings
growth, thereby sustaining return ratios. Valuing business using SOTP
valuation, we revise our target price to 2360 (earlier X2150). Maintain Buy.

Ke:

fin)t;nciols FY24 FY25 FY26 ?;F\se;;-lség; FY27E FY28E
(in X crore)

Revenue 110,383 133,822 150,530 28.0% 178,793 214,161
PAT 8,148 8,872 9,801 16.2% 11,186 12,854
EPS () 51.2 55.2 61.6 70.0 80.4
BV (R) 3423 397.1 457.3 526.9 606.9
P/E 39.7 36.8 329 29.0 25.2
P/BV 5.9 5.1 4.4 3.9 33
RoA 35 3.0 1.8 1.3 1.2
RoE 16.1 14.9 14.4 14.2 14.2

BUY
BAJAJ
FINSERYV
Particulars Amount
Market Capitalisation X 3,24,768 crore
Net worth X 82,862 crore
52-week H/L 2195 /1597
Face Value X1
DIl Holding (%) 12.1
Fll Holding (%) 6.9
(in %) Sept 25 Dec 25 Mar 26 Jun 26
Promoter 58.8 58.8 58.7 58.7
Fll 8.1 8.1 7.2 6.9
DIl 0.5 10.7 11.8 12.1
Public 225 22.4 22.2 22.2
Others 0.1 0.1 0.1 0.1
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(i) Higher-than-expected
impacting lending profitability

credit cost

(ii) Volatility in combined ratio
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Nivedita Choudhary
nivedita.choudhary@icicisecurities.com

2 year CAGR
(FY26-28E)

19.3%
14.5%

Source: Company, ICICI Direct Research
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Concall highlights and outlook

Bajaj General Insurance

GWP grew 11.3% YoY to X5,789 crore, in line with industry GDPI growth of
11.1%; ex-crop and government health, GWP grew ~10% against industry
growth of ~12%, lower due to a tactical reduction in the motor segment amid
elevated pricing pressure.

Underwriting loss widened to X130 crore (vs X116 crore YoY), impacted by
high health loss ratios on account of a higher government health mix in net
earned premium.

Combined ratio rose to ~104.7% (~103.9% on old accounting basis) vs 103.6%
YoY, owing to fire segment de-growth across the industry and slightly
elevated government health loss ratio.

Profit declined to X478 crore (vs X660 crore YoY) on lower capital gains
booked amid a challenging macro environment. Annualised RoE (ex-surplus
capital, solvency at 200%) stood at 17.3%.

AUM stood at ~X35,000 crore, marginally lower YoY, as buyback and a high
dividend payout during the quarter reduced capital by ~X3,515 crore; solvency
stood at 254%.

On the Supreme Court ruling on motor TP compensation for homemakers,
management said the company has already completed its review and remains
fairly well provided, citing an immaterial number of homemaker cases in the
book and a conservative ultimate loss ratio approach. GIC has filed a review
petition against the judgment, whose outcome is awaited.

Management reiterated its disciplined underwriting strategy, prioritizing
profitability over market share by tactically reducing motor exposure amid a
soft pricing cycle. The company is willing to sacrifice growth where pricing is
inadequate, while maintaining superior underwriting performance through
disciplined risk selection and portfolio diversification. Industry combined ratio
has deteriorated by ~5% or more, whereas Bajaj General's increased by only
~1%. The company also maintains robust reinsurance treaties and NatCat
reserves to mitigate the impact of large catastrophe events.

Crop tenders secured this year are expected to be higher than last year. The
government health contract is on a two-plus-one tender basis and is expected
to renew this year, though scale could be marginally lower than last year
owing to base effect.

Bajaj Life Insurance

AUM RWRP grew 17.5% YoY to 1,474 crore, ahead of industry growth of
16.2%; retail protection contributed 12% to the overall retail mix, growing 60%
YoY.

Group protection business grew 95% YoY, driven by a revival in the MFI
business and addition of 20+ new partners over the last 15 months, reducing
dependence on any single distribution partner.

VNB grew 87% YoY to X271 crore; new business margin expanded 480 bps
YoY to 15.9%, despite a 290 bps GST headwind on margins.

GWP grew 35%, supported by renewal premium growth of ~18%. PAT
declined to X51 crore (vs X171 crore YoY) due to lower realised capital gains
amid subdued equity markets and the upfront GST cost write-off.
Persistency dips were observed across certain cohorts, in line with the
industry, linked to early-withdrawal features on a low-duration product
launched last year; the product has since been reconfigured and closed.
Product mix remained largely stable: non-par savings plus annuity in the 22—
25% range, ULIP at ~45%, while retail protection mix improved to 12% from
~8-8.5% YoY. Rider attachment stood at 22% of NOPs across term and
savings plans, with management aiming to further increase rider penetration
and protection mix over time. Additionally, 34% of customers purchased term
plans and another 16% opted for enhanced riders during the quarter.
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AUM grew ~10% YoY to X1,43,744 crore. Solvency stood at 285%.
Management noted minimal customer overlap with other group companies,
as retail life is largely sourced from the open market.

New and other business segments

Bajaj Finance: AUM grew 24% YoY to X5,46,944 crore; new loans booked grew
20% to 1.61 crore and net total income rose 22% to 15,224 crore. PAT grew
27.6% to 6,081 crore. Loan loss to AUM ratio improved to 1.54% (vs 1.87%
YoY), with GNPA/NNPA at 0.96%/0.39%. Opex to NTI stood at 33.4% (vs 33.1%
YoY), with management guiding for a 25-40 bps improvement in FY27 through
Al-led operating efficiencies. Capital adequacy remained strong at 20.9%.
Bajaj Housing Finance: AUM grew 24% YoY with broad-based growth across
home loans (+20%), loan against property (+22%), lease rental discounting
(+41%) and developer finance (+19%). NIl grew 9% to X968 crore, while PAT
rose 23% to X715 crore on higher fee income, lower opex and credit cost.
GNPA/NNPA stood at 0.29%/0.12%, while capital adequacy remained healthy
at 21.59%.

Bajaj Finserv AMC: AUM grew 26% YoY to 31,400 crore, retaining the 26th
spot among Indian mutual fund companies. SIP book grew 66% and SIP folios
grew 69% YoY. Management reiterated its ambition to scale AUM to X1 lakh
crore over the next three years as the path towards profitability.

Bajaj Finserv Health: Executed ~6 million healthcare transactions (vs 5.6
million YoY). Revenue saw a small de-growth due to partnership restructuring
linked to RBI's digital lending conduct norms for NBFCs. The platform's
network expanded to 1,30,000+ doctors, 15,000+ hospitals and 7,000+ lab
touch points.

Bajaj Markets: Disbursements rose to 2,269 crore (vs 2,046 crore QoQ,
X1,209 crore YoY). Operating revenue grew 32% YoY to X107 crore, aided by
~X15 crore of trail revenue. Management guided to breakeven at the company
level by Q3/Q4 FY27 and a positive full year in FY28.

Alternate Investments Company: Commenced operations with the launch of
PMS products, while Real Estate and AIF offerings are expected to be
launched in the next quarter.

Board approved setting up a reinsurance company, with phase one focused
on the domestic market requiring limited capital; though the same has not yet
been quantified.
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Q1FY27 Q1FY26 YoY (%) Q4FY26 QoQ (%) Comments
Growth driven by tactical reduction in
General Insurance 5,789.2 5,201.5 11.3 4,321.8 34.0 motor amid soft pricing and disciplined
underwriting
Strong growth in VNB driven by higher
Life Insurance 7,398.8 5,478.3 35.1 11,198.9 -33.9 protection mix, product restructuring and
renewal premium growth

Net premium earned 13,188.0 10,679.8 235 15,520.7 -15.0
Investment and other 66135  5470.1 209 11336 483.4
income
Reinsurance Ceded 487.9 142.2 243.2 513.0 -4.9
E:Ee“’e for unexpired 105.6 -75  -15036  -19172  -1055
Total Insurance 19,208.1 16,015.3 19.9 18,058.5 6.4
Healthy AUM growth, improving asset
Retail financing 23,166.4 19,527.7 18.6 21,606.5 7.2 quality and steady operating
performance
Windmill 6.2 7.6 -18.1 24 155.6
Investment and others 1,923.7 796.2 141.6 496.3 287.6
Total 42,036.9 35,451.3 18.6 39,508.1 6.4
Interest and Finance 78339  6:807.1 151  7.290.9 7.4
Charges
Other Exp 25,270.9 21,440.6 17.9 25,289.1 -0.1
Total Expenses 33,104.7 28,247.7 17.2 32,580.0 1.6
PBT 8,932.2 7,203.6 24.0 6,928.1 289
Relatively slower earnings momentum
PAT 3,1324 2,789.1 12.3 2,538.7 23.4 due to higher tax outgo and minority

adjustment

Source: Company, ICICI Direct Research

Business Basis Stake (%) Business Value Value of stake (X crore) Value/share after 15% discount (X)
BALIC 1.5x FY28E EV 77.3 52378 40504 215
BAGIC 28x FY28E PAT 77.3 53113 41072 218
Bajaj Finance 4.4x FY28E ABV 51 802122 411489 1927
Total 2360

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research



rl

b

Financial summary
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FY28E
2,029
1,599

80.4
606.9
1.2
14.2
33
25.2

(Year-end March) FY25 FY26 FY27E FY28E (Year-end March) FY25 FY26 FY27E

Revenue CMP 2029 2029 2029

Life Insurance 27,160 32,897 39,474 46,670 No. of shares in mn 1’594 1’599 1‘599

Lo e ’ : : : BV 3971 4573 5269

c:zse'd einsurance 1,573 2,129 4674 5112 RoA 3.0 1.8 13
RoE 14.9 14.4 14.2

Reserve for

unexpired risk 614 1,282 1,330 1,489 P/BV 5.1 4.4 3.9

Net Insurance P/E 36.8 329 29.0

Premium Earned 46,556 52,812 60,061 69,851 Source: Company, ICICI Direct Research

Investment and 17618 16048 21,209 24810

other income

Total Insurance 64,173 68860 81270 94,661

Income

Investment and 4006 3619 4545 5454

others

Retail financing 68,847 81,990 96,659 118,095

Windmill 22 24 27 30

Total 137,048 154,493 182,501 218,240

Less: Inter-segment 4104 3963 3708 4079

revenue

Total revenue 133,822 150,530 178,793 214,161

Total Insurance

Retail financing 2,295 2,172 2,586 2,929

Investments & others 22,249 25,601 31,633 38,065

Windmill -811 -903 -1,136 -1,364

Total PBIT 14 13 18 19

Less: Interest 24,559 27,786 33,101 39,650

Profit before tax -811 -903 -1,136 -1,364

Tax 23,748 26,883 33,101 39,650

Net profit before 6191  -7214  -9797 -11,707

minority

Minority and

deferred tax 17,558 19,669 23,303 27,943

adjustments

Net profit 8,685 9,869 12,118 15,089

Source: Company, ICICI Research

(Year-end March) FY25 FY26 FY27E FY28E (Year-end March) -

Sources of Funds Growth ratios FY25 FY26  Fy27E

Shareholder§ Funds 72,395 77,915 84,231 97,029 Gross Written

- ahqre cqp8|:cql 159 160 160 160 Premium

S'ur;ffswes 72236 77,755 84,071 96,869 - Life 13.9 22.2 23.1

Policy liabilities 134679 147,818 196082 254,380 ) Ge"sm:( Baici 4.6 120 100

Loan funds 354350 444336 546533 672,236 F;’n‘;”nc:° ajaj 25.2 23.3 24.3

Defered tax liabilit

(net) y 713 3 741 756 Consol Networth 16.0 15.5 15.2

Provisions 677 1,018 400 416 Consol Revenues 25.6 26.0 16.4

Current liabilities 89,419 87,408 82,210 67,421 Consol PAT 7.8 120 136

Total liabilities 652,232 758498 910,197 1,092,236 Consol Effective Tax 24.7 271 296

Applications of rate

Funds Source: Company, ICICI Research

Fixed assets 4,280 4,614 5,075 5,583

Goodwill on

investments in 2,302 2,408 689 689

associates

Investments 53,956 48,300 57,960 69,552

Policyholders 136,173 146,114 175336 210,404

Investments

a‘z‘?rred Tax Assets 1,202 2,051 786 825

Loans 408,491 500,016 615,020 750,324

Current assets 45,827 54,995 55,331 54,860

Total Assets 652,232 758,498 910,197 1,092,236

FY28E

18.2
12.0

23.2

15.2
19.8
14.9

295

Source: Company, ICICI Research
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RATING RATIONALE

ICICI Direct Research

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey

ICICI Securities | Retail Research

Head - Research

ICICI Direct Research
Desk,

ICICI Securities Limited,
Third  Floor, Brillanto
House,

Road No 13, MIDC,
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Mumbai — 400 093
research@icicidirect.com

pankaj.pandey@icicisecurities.com
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ANALYST CERTIFICATION

I/We, Vishal Narnolia, MBA, Nivedita Choudhary, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report
accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report
in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for
securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report
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