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Bajaj FinServ suy

A strong quarter for non-lending businesses

Bajaj Finserv's insurance subsidiaries reported strong 1Q results and a steady outlook, even as
BAF warned of building stress in MSME segment. BAGIC (Bajaj Allianz General Insurance
Company) reported flattish Net Earned Premiums (NEP), a Combined Ratio (COR) of 103.6%
(102.5% without 1/n, a 120bps like-to-like improvement). With strong investment gains,
PAT grew 15% YoY to INR 6.6bn, with the company returning 21.4% RoE. The life insurance
subsidiary reported a 39% YoY VNB growth to INR 1.45bn, despite a 13% YoY contraction
in APE, continuing its focus on margins. We appreciate the reset in product and cost
structures, and expect the company to return to steady growth by 2H of this year. We value
Bajaj Finserv using SOTP to get a revised Target Price of INR 2,300 (up from INR 2,250). At
CMP, while the implied holdco discount of 17% is less than 5 year average of 21%, we
prefer BJFIN over BAF to play the Bajaj growth story. We maintain BUY.

m  BAGIC - strong PAT led by investment gains, COR of 103.6% (102.5% without 1/n,
120bps like-to-like improvement): While like-to-like GDPI growth, ex-crop and tender
driven health, was up 15% YoY, NEP was (flattish YoY, -2% QoQ) at INR 22.3bn. Claims
Ratio was strong at 71.1% and despite an elevated (reported) opex ratio of 32.5% was
due to a focus on fresh retail business, especially in the motor segment. Strong
investment gains in the quarter led to a PAT of INR 6.6bn, up 15% YoY on a strong base
of 1QFY25, up 82% QoQ. The company retains another INR 12bn of unrealised gains on
book. We expect the insurer to grow its EPS by 11%/14% over FY26e/FY27e, value it at
29x FY27e PAT of INR 23.2bn for a value of INR 312 per share.

m  BALIC - remains focused on margins (up 420bps YoY), expect growth to normalise by
2HFY26: IRNB/total APE contracted 3%/13% YoY, however, a 420bps margin expansion
led to a strong 39% YoY VNB growth, to INR 1.45bn. We raise our FY26/FY27e VNB
margin estimates by 50bps each to 16.5%/17.5%, while we expect growth to pick up by
2HFY26, we expect only a gradual recovery, given the focus on costs and margin-
accretive product structures, especially protection. We build in 9%/15% APE growth for
FY26/FY27e, translating to a strong 23% VNB CAGR over FY25-FY27e. We value the
business at 1.7x FY27e EV of INR 318bn to get a value of INR 241 per share for BJFIN.

= New initiatives: The AMC reached INR 250bn in AUM (>50% of AUM is equity) while
Bajaj Markets scaled to 100 partners. We value the platform businesses at 5x trailing
revenues —we focus on growth for now, as they will become profitable only with scale.

= Valuations and view: At CMP, while the implied holdco discount of 17% is less than 5
year average of 21%, we believe in the strength of BJFIN's non-lending franchise and
prefer BJFIN over BAF to play the Bajaj growth story. We value Bajaj Finserv using SOTP to
get a revised Target Price of INR 2,300, valuing its general insurance sub at 29x FY27e
EPS, life sub at 1.7x FY27e EVPS, 5x trailing revenues for the platform businesses and
10% of trailing AUM for AMC. We value the company’s stake in Bajaj Finance (BAF) at
our Target Price of INR 1,000, minus 15% holdco discount. We maintain BUY.
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Recommendation and Price Target

Current Reco. BUY
Previous Reco. BUY
Current Price Target (12M) 2,300
Upside/(Downside) 15.8%
Previous Price Target 2,250
Change 2.2%

Key Data — BJFIN IN

Current Market Price INR1,986
Market cap (bn) INR3,172.9/US$36.7
Free Float 34%
Shares in issue (mn) 1,592.8

Diluted share (mn)

3-mon avg daily val (mn) INR3,761.0/US$43.5

52-week range 2,135/1,523
Sensex/Nifty 81,463/24,837
INR/US$ 86.5
Price Performance

% ™ 6M 12M
Absolute -3.3 14.9 25.2
Relative* -0.2 7.0 25.0

* To the BSE Sensex

SOTP (INR)
Holding (%) Valuation Value/share  Contribution to TP (%)
BALIC 74.0% 1.7xFY27EEV 241 10.5%
JM Financial Research is also available on:
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Target Price -15% Thomson Publisher & Reuters
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Key concall takeaways:

Update on Allianz’s exit from the insurance JVs

- Approvals for the acquisition of 26% stake in each of BAGIC and BALIC by BFS and the
Promoter Group companies have been received from both the Competition Commission
of India and the IRDAI;

- Approval for name change is in process;

- The acquisition may be in one or more tranches, of which the initial first tranche shall

be for a minimum of 6.1% stake which needs to be paid within six months of IRDAI
approval — which has been received — this implies that the first tranche would get
completed within 6 months;

- Upon completion of the initial first tranche, the existing JV agreements between the
company and Allianz SE in respect of both BALIC and BAGIC shall stand terminated with
Allianz having reduced rights until they hold 5% stake, below which their rights will fall
away;

-The outer timelines for the acquisition of the entire 26% stake stands at 16th Oct’ 26.
BAGIC (General insurance)

- Underwriting losses and combined ratio have been impacted by higher acquisition
costs with focus on preferred business segments where the commissions are expected to
be on the higher side;

- The company returned an ROE of 21.4% for 1Q, up 10bps YoY; considering a solvency
of 2.0, i.e., stripping off the excess solvency capital, the RoE would be 25%-+,

- Focused on a Combined Ratio (COR) of near 100%, so, not alarmed with the 102.5%
(Adjusted COR) for the quarter;

- Maintains unrealized gains of INR 12bn on books;

-No comment on planned volume of tender-driven businesses in FY26 — primarily
focused on right pricing.

BALIC (Life insurance)

- Focus on profitability adopted in 2HFY25 visible in the strong YoY improvement in
margins (420bps) at the expense of growth;

- APE growth should be visible in 2HFY26 as base cools off;

- Efforts to improve VNB margins were most keenly taken in agency channel, hence, that
channel has seen YoY degrowth in volumes for 3 consecutive quarters;

- 30% of new customers added through agency are added through retail term plans;

- Rider attachment rate now up to 17% against near-zero in 1QFY25, expect it to
improve gradually;

- Prop channel remains heavy on savings products, term sold through all other channels
—agency, institutional and aggregators;

- MFI segment within credit life down to ~20% from 33% levels before the MFI credit
issues appeared.
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Bajaj FinServ — quarterly highlights

Exhibit 1. Bajaj Finserv 1QFY26: Performance of insurance subsidiaries

BAGIC (INR mn) 1QFY25 4QFY25 1QFY26 YoY (%) QoQ (%)

GWP 47,610 43,260 52,020 9% 20%
Claims Ratio (%) 77.1% 62.9% 71.1% -6.0% 8.2%
EOM to NWP (%) 26.6% 41.9% 32.5% 5.9% 9.4%
EOM to NWP (%) 103.7% 104.8% 103.6% -0.1% -1.2%
Combined Ratio (%) (like-to-like) 103.7% 103.1% 102.5% -1.2% -0.6%
PAT 5,760 3,630 6,600 15% 82%
BALIC (INR mn) 1QFY25 4QFY25 1QFY26  YoY(%)  QoQ (%)
Individual APE 12,940 23,280 12,550 3% -46%
Total APE 15,020 24,860 13,100 -13% -47 %
VNB 1,040 5,490 1,450 39% 74%
VNB margins (%) 6.9% 22.1% 11.1% 4.1% -11.0%
EV NA 238,024 *NA NA NA

Source: Company, JM Financial

*only reported half-yearly

Exhibit 2. Implied holdco discount has creeped up to 17% over last quarter
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Life insurance — key quarterly trends

Exhibit 3. BALIC —trend in GWP (INR bn) Exhibit 4. BALIC - Trend in GWP mix
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Exhibit 5. BALIC — trend in new business premium (INRbn) Exhibit 6. BALIC — solvency ratio
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General insurance — key quarterly trends

Exhibit 7. BAGIC — trend in premium (INR bn) Exhibit 8. BAGIC — trend in PAT (INR bn)
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Exhibit 9. BAGIC — trend in COR Exhibit 10. BAGIC - trend in NEP/GWP ratio
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History of Recommendation and Target Price

Recommendation History

Date Recommendation Target Price % Chg. E-ajaj FinServ
29-Jan-20 Buy 1,100 2400 -
22-May-20 Buy 587 -46.6
22-Jul-20 Buy 870 48.2 2180 a
22-Sep-20 Buy 870 0.0 1920
22-0ct-20 Buy 867 03
21-Jan-21 Buy 1,185 36.7 1680 g
28-Apr-21 Buy 1,233 4.1 s E B
22-Jul-21 Buy 1,415 14.8 40
29-Oct-21 Buy 1,800 27.2 1200 T T T T T T
21-Jan-22 Buy 1,835 19 JulkF? Jan-23 JulkZ23 Jan-24 Jul-24 Jan-25 Jul-25
4-May-22 Buy 1,700 7.4
31-Jan-23 Buy 1,535 97 Temge Frice Prige
28-Apr-23 Buy 1,575 2.6
28-Jul-23 Buy 1,840 16.8
30-Oct-23 Buy 1,860 1.1
2-Feb-25 Buy 2,050 10.2
20-Mar-25 Buy 2,100 24
1-May-25 Buy 2,150 24
29-Jun-25 Buy 2,250 47
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APPENDIX |
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Member of BSE Ltd. and National Stock Exchange of India Ltd.
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Registered Office: 7th Floor, Cnergy, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India.
Board: +91 22 6630 3030 | Fax: +91 22 6630 3488 | Email: jmfinancial.research@jmfl.com | www.jmfl.com
Compliance Officer: Mr. Sahil Salastekar | Tel: +91 22 6224 1743 | Email: sahil.salastekar@jmfl.com
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Definition of ratings

Rating Meaning

Buy Total expected returns of more than 10% for stocks with market capitalisation in excess of INR 200 billion and REITs* and more than
15% for all other stocks, over the next twelve months. Total expected return includes dividend yields.

Hold Price expected to move in the range of 10% downside to 10% upside from the current market price for stocks with market
capitalisation in excess of INR 200 billion and REITs* and in the range of 10% downside to 15% upside from the current market price
for all other stocks, over the next twelve months.

Sell Price expected to move downwards by more than 10% from the current market price over the next twelve months.

* REITs refers to Real Estate Investment Trusts.
Research Analyst(s) Certification
The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that:
All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and

No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research
report.

Important Disclosures

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the
company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select
recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written
consent of JM Financial Institutional Securities. This report has been prepared independent of the companies covered herein.
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Institutional Securities in the past two financial years which may impact the investment decision making of the investor. Registration granted by SEBI and
certification from the National Institute of Securities Market (NISM) in no way guarantee performance of JM Financial Institutional Securities or provide any
assurance of returns to investors.
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covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from
the company(ies) mentioned in this report for rendering any of the above services.

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell
the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company(ies) covered under this report or (c) act as an advisor or lender/borrower to,
or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged in,
it may have potential conflict of interest at the time of publication of this report on the subject company(ies).

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or
more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014.

The Research Analyst(s) principally responsible for the preparation of this research report and their immediate relatives are prohibited from buying or selling debt
or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report. The
Research Analyst(s) principally responsible for the preparation of this research report or their immediate relatives (as defined under SEBI (Research Analysts)
Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the
company(ies) covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time
of publication of this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report.
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While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or
developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may
not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This
report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision.

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been
prepared by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro-economic factors. JM Financial Institutional
Securities may have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered
in this report by studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the
views/recommendations expressed in such technical research reports could be inconsistent or even contrary to the views contained in this report.

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of
any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to
make modifications and alterations to this statement as they may deem fit from time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.

This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or
other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject JM Financial Institutional
Securities and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be
eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of
and to observe such restrictions.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial
Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the
United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of
1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6").
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broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing
requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst account.

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this
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