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HDFC Life Q1FY21 

Financial Results & Highlights 

Brief Company Introduction 

HDFC Life (HDFC Life Insurance Company Ltd.) is a long-term life insurance provider with its 

headquarters in Mumbai, offering individual and group insurance. 

It is a joint venture between Housing Development Finance Corporation Ltd (HDFC), one of India's 

leading housing finance institution and Standard Life Aberdeen PLC, leading well known provider of 

financial savings & investments services in the United Kingdom.  

HDFC Life has about 414 branches and presence in 980+ cities and towns in India. 

Standalone Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 14509 8536 69.97% 419 3362.77% 

PBT 451 437 3.20% 284 58.80% 

PAT 451 425 6.12% 312 44.55% 

Consolidated Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 14521 8542 70.00% 430 3276.98% 

PBT 451 438 2.97% 284 58.80% 

PAT 451 426 5.87% 312 44.55% 

 

Detailed Results: 

1. The company saw an income rise of 70% YoY in Q1. PAT grew 6% YoY in the same period. 

2. This rise in income is mainly due to the rise in income from investments. 

3. There was a 43% YoY fall in the value of New Business (VNB). 

4. Individual WRP (Weighted received premium) fell 19% vs industry fall of 23% and individual APE 

(Annualized Premium Equivalent) fell 22% YoY while Total APE also fell by 30% YoY. 

5. The new business premium fell by 33% YoY while the renewal premium grew 24% YoY. The new 

business Margin was at 24.3% while operating return on embedded value was at 15.8% vs 19.9% 

a year ago. 

6. There was also a 48% YoY fall in Protection APE while Individual Protection APE grew by 50% YoY. 

7. Total AUM and Net Worth grew 8% and 22% YoY respectively in the year. 

8. Indian Embedded Value grew 17% YoY. 

9. The company maintained a solvency ratio of 190%. 

10. Ranked #1 in terms of Individual WRP with market share expanding by 100 bps from 17.5% to 

18.5%. The overall market share for the company within the group and the new business segment 

rose to 20.7%. 

11. As of 30th June 2020, the AUM was at Rs 1.4 Lac Cr and had a 68:32 debt to equity mix. 97% of 

debt investments were in G-Sec and AAA-rated bonds. 
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12. The product mix was at: UL: 27%, Par: 30%, Non-par savings: 28%, Protection: 11%, Annuity: 5%. 

13. The operating expense ratio was maintained at 11.5% vs 13.4% a year ago. 

14. To be included in the NIFTY50 index from 31st July 2020. 

15. The proposed Sub-debt instrument was rated [ICRA]AAA(Stable) by ICRA/CRISIL as and 

AAA/Stable by CRISIL. 

16. HDFC Pension Fund saw AUM growth of 69% YoY to Rs 99.7 billion while market share rose to 32% 

from 28% last year. 

 

Investor Conference Call Highlights 

1. The management remains cautious about the trends going on so far given the possibility of 

multiple lockdowns going forward and the consequent impact on jobs and small businesses. 

2. The management expects the term and annuity products to do well and grow in the near future 

while ULIPs will continue to go slightly from current levels. 

3. The management continues to stress that the company’s focus remains on brand promise and 

technology rather than pricing. The company will not be willing to compromise on service quality 

or brand image for pricing. 

4. The management stated that Sanchay Par has immediate cashback which is an attractive sell to 

people who may have stretched budgets and may have sudden cash requirements. This is mainly 

for younger people with immediate expenses while non-par maybe for people above the age of 

50. 

5. There hasn’t been much impact of the change in RFR on the Value of New Business. 

6. This is because the company constantly reprices almost every month whenever there is a 

significant shift in the economic parameters. 

7. The company has decided to not do any new hiring and to instate bonus cuts and not do 

increments to limit manpower costs. It has also focused on reducing discretionary expenses by 

promoting the use of technology to service customers and onboard new customers. 

8. The management has stated that there has been a good response from the Bancassurance channel 

with cross-selling and reaching out to customers. Although bank traffic has gone down due to the 

pandemic, the digital reach out has expanded significantly. 

9. The management has stated that persistency has taken a hit and ULIP has seen the most stress 

out of all products. 

10. The management has maintained that the longer term for Sanchay Par is there to focus more on 

longer-term par and it has a positive impact on VNB margin as well at the same time. 

11. The unwind rate for Q4FY20 was kept at 7.5% as the markets had crashed and the management 

wanted to stay conservative at the time. So when the markets bounced back since the unwinding 

rate has risen to 8.4%. Unwind rate for listed insurance players varies between 8% and 9%. 

12. In the economic variance of Rs 1154 Cr, around Rs 400 Cr is from equity while interest rate fall is 

around Rs 180-200 Cr. 

13. The management states that it will not be passing on all reinsuring rate hikes and it will continue 

to do so in a risk-based calibrated manner where they see stress on mortality experience. Thus 

when the company sees certain profiles generating poor mortality, it will increase rates there. 

14. The management has clarified that demand is not an issue with a non-par savings product. The 

company is just doing conscious demand curbing to keep a balanced product mix in current 

uncertain times. 
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15. The management is comfortable with the current solvency ratio of 190% and is looking to raise a 

sub-debt of Rs 600 Cr to provide an additional cushion of 15%. The management expects that the 

company will need more capital when the protection mix goes up significantly from hereon. 

16. The management is cautious about ULIP as it has poor persistency and most customers in it are 

there for investment purposes and not the insurance purpose which skews the customer set from 

the regular insurance customer set. Another reason is that there isn’t much pull left in the market 

for ULIP. 

17. Ticket sizes for ULIP have also gone down 20% in the past 2 quarters. 

18. There is a clear consolidation of market share among the top 10 players who control 88% of the 

pie. The ones below will struggle to break this stranglehold. 

19. The management has clarified that despite being a shorter-term product, Sanchay Plus is 

profitable and along with Sanchay Par it helps offer customers a wide range of options to choose 

from according to their specific needs. 

20. The management remains convinced that the par product should do good and timing for the 

product launch has been good as longer-term products see ready acceptance in times of market 

downturn. 

21. The Group Poorna Suraksha plan is like an individual term where a customer can buy for a 30-

year, 40-year, or 50-year term, and offer it to its employees. It works exactly like an individual 

term, but with a group wrapper around this providing long term retention scheme for an 

employer. It is also the first of its kind in the market so there is a lot of vacant market for this 

product to capture. 

22. The company is using technology in many ways from servicing the customer to new business sales 

using bots in a lot of areas to handle right from customer queries to resolutions to risk 

management and so on. The company has also launched a platform go-to-market platform called 

WISE which can be used on a handheld device to product switch, right selling, run some videos, 

and hone down on a product, do illustration, and also do the KYC of the customer. 

23. The agency and broker channels have done well to embrace this tech-driven shift. The 

management is waiting for the Banc channel to catch up on this as this is where large numbers 

will come from. 

 

Analyst’s View: 

HDFC Life is one of the front runners in the life insurance industry in India. The company has gone 

from strength to strength and maintained a good balance of new business and existing business while 

consistently growing over the years. The company has done well to adapt to the new normal and 

remained conservative in current uncertain times. The results show a fall in new premium but renewal 

premium remains strong despite the tough environment. The company has also done well to take 

sight of the current situation and launch the Group Poorna Suraksha plan which is the first of its kind 

group insurance for the workforce. It remains to be seen whether the situation ahead unfolds within 

the company’s expectations or whether we may see more uncertainty arising from COVID-19. 

Nonetheless, given the company’s market positioning, its dynamic product portfolio, and its emphasis 

on the development of non-traditional channels and innovative products, HDFC Life remains a pivotal 

insurance stock in the country. 
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If you found this report useful and would like to receive more such investing insights, you can subscribe 

to our updates.  
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