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PICC P&C (2328 HK)

CoR improvement in 1Q22

Underwriting profit of PICC P&C grew 10.8% YoY to RMB4.3bn, driven by solid
premium income growth of 12.2% and 0.1ppt YoY improvement in combined ratio.
The UW margin improvement was primarily due to a 2.9ppt YoY reduction in non-
auto combined ratio. The net earnings edged down 3.2% YoY to RMB8.7bn
dragged by lower investment income, tracking 33% of our FY22 forecast. During
the 1Q22 analyst briefing, the management reiterate the FY22 guidance of below
97% CoR of auto insurance and below 100% CoR of corporate business. We
expect the double-digit premiums growth to sustain into FY22. Under C-ROSS
2.0, PICC P&C'’s core solvency margin remained high at 203% at end-1Q22 (vs
50% minimum requirement). The stock is trading at 5.9x P/E FY22E and 0.7x
P/BV FY22E, with over 7% dividend yield. We believe the recovery of auto
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insurance momentum and improvement in non-auto underwriting will drive stock

re-rating. Reiterate Buy. Stock Data
Mkt Cap (HK$ mn) 172,159
B Auto: Stable underwriting and continual outperformance. In 1Q22, the Avg 3 mihs Yo (HKS mn) 249.86
. ; . % Yoy bremium income arowth 52w High/Low (HK$) 8.65/6.00
insurer's auto business recorded 11% YoY p g \ Total Issued Shares (mn) 6,899 (H)
outpacing industry average. Auto combined ratio edged up 1.4ppt YoY to 96%, Source: Bloomberg
because 1Q21 CoR was partially diluted by some residual policies written .
before the comprehensive auto insurance reform. Excluding that, the auto Shareholding Structure .
insurance CoR remained stable and outperformed major peers. Moreover, E:ececﬂ(é;‘t)“p g?:gg‘;‘;
NEV business showed improving underwriting profitability in 1Q22, according Source: HKEx
to the management. Looking ahead, we expect PICC to deliver YoY
improvement of auto CoR and double-digit premiums growth in FY22. Share Performance :
Absolute Relative
. ) N ) 1-mth 0.0% 7.4%
B Non-auto: CoR improvement in 1Q22. Non-auto underwriting margin 3-mth 5.8% 28.9%
improved by 2.9ppt YoY to 94.9% in 1Q22, mainly due to better underwriting 6-mth 2.8% 34.3%

guality of credit insurance, commercial property insurance and agricultural Source: Bloomberg

insurance. The UW margin of liability insurance and accident insurance was 12-mth Price Performance
dragged by long-tail impact from some low-quality business written in 2021, (HKS)
that said, the underwriting of new business turned more prudentin 1Q22. With 10 -
improving business quality, we expect the non-auto business to turn UW
profitable in 2022.

5 4
2.0 solvency regime in 1Q22. The core solvency margin remained high at 203%
under the new regime, safely above the regulatory requirements. We think the o

capital position will remain sufficient to support the insurer’s progressive Apr-2L  Juk2l  Oct2l  Jan-22  Apr22
dividend policy.

Earnings Summar
(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E

Gross written premiums (RMB mn) 433,187 449,533 494,486 543,935 598,328

——2328 HK —— HSI (rebased)

B Sound capital position under C-ROSS 2.0. PICC P&C shifted to C-ROSS

Source: Bloomberg
Auditor: Deloitte

Recent Reports:

Underwriting profit (RMB mn) 4,177 1,521 4,422 6,760 7,436 )
Net profit (RMB mn) 20,868 21,652 25268 30,093 33,914 1-re32wa”r$3”fa"°e Sector = EY21 results
EPS (RMB) 0.9 1.0 11 14 15 P (ink]
EPS CHG (%) (14.1) 3.8 16.7 19.1 12.7 i:f Chli"a Insurance — P&Cngzrcz)Mg ffboggfé
ife slow momentum into , Preter
g;;s(er)lsus EPS (RMB) (7)2 é; ég 3-1‘91 ii over life insurance in 1H22 (link)
X . . . . .
PBR (x) 0.8 0.7 0.7 0.6 0.6 3. PICC P&C — Expect CoR improvement in
Yield (%) 5.6 6.1 7.1 8.5 9.6 FY22 (link)
ROE (%) 11.7 11.1 12.0 13.3 13.8
Source: Company data, Bloomberg, CMBIGM estimates
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
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1Q22 Results Highlights

Underwriting profit of PICC P&C (2328.HK) grew 10.8% YoY to RMB4.3bn, with strong
premium income growth of 12.2% and 0.1ppt YoY improvement in combined ratio. The UW
improvement was primarily driven by a 2.9ppt YoY reduction in non-auto combined ratio.
The net earnings edged down 3.2% YoY to RMB8.7bn dragged by lower investment
income, tracking 33% of our FY22 forecast.

B Overall expense ratio was reduced by 0.3ppt YoY due to improving efficiency and
digitalization. Loss ratio edged up 0.2ppt YoY, reflecting stable underwriting quality.

Auto combined ratio edged up 1.4ppt YoY to 96%, outperforming industry average. Auto
premiums growth rebounded to 11% YoY in 1Q22, outpacing industry average and
major peers.

Non-auto underwriting margin improved by 2.9ppt YoY, mainly due to better business
quality of credit insurance and commercial property insurance.

Total investment return edged down 0.2ppt YoY to 1.2% in 1Q22, as the investment
income decline by 11.6% due to dim A share performance.

Under C-ROSS 2.0, core solvency margin remained high at 203% (vs 50% minimum
requirement).

Focus Charts
Figure 1: PICC P&C: Premium Income

1Q21 1Q22 YoY chg

Auto 57,503 63,782 10.9%
Non-auto 78,049 88,688 13.6%

A&H 43,646 48,744 11.7%

Agro 12,196 15,704 28.8%

Liability 9,784 10,993 12.4%

Credit 490 1,488 203.7%

Property 5,266 5,593 6.2%

Cargo 1,257 1,380 9.8%

Others 5,410 4,786 (11.5%)
P&C total 135,552 152,470 12.5%
Source: Company data, CMBIGM
Figure 2. PICC P&C: Combined ratio (%)

1Q21 1Q22 YoY chg

P&C total:

Combined ratio (%) 95.7 95.6 (0.1) ppt

Expense ratio (%) 254 25.1 (0.3) ppt

Loss ratio (%) 70.3 70.5 0.2 ppt
Auto insurance:

Combined ratio (%) 94.6 96.0 1.4 ppt
Non-auto insurance:

Combined ratio (%) 97.8 94.9 (2.9) ppt

Source: Company data, CMBIGM

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Figure 3: PICC P&C Combined ratio (%) by product

(RMBmn) 1Q22
Auto 96.0
A&H 100.6
Agro 92.1
Liability 104.4
Credit 63.7
Property 79.3
Cargo 79.6
Others 71.5

Source: Company data, CMBIGM

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Financial Summary

Income Statement

Key ratios

31 Dec (RMB mn) 2020A 2021A 2022E 2023 2024 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E

Gross Written Premiums 433,187 449,533 494,486 543,935 598,328 YoY growth

Motor vehicle insurance 265,651 255,275 267,023 293,725 323,097 Gross written premiums 0.0% 3.8% 10.0% 10.0% 10.0%

Non-auto insurance 167,536 194,258 227,464 250,210 275,231 Motor vehicle insurance 1.0% -3.9% 4.6% 10.0% 10.0%

Net earned premiums 393,127 396,997 430,931 474,024 521,426 Non-auto insurance -1.6% 16.0% 17.1% 10.0% 10.0%

Net claims incurred (260,320) (292,588) (318,889) (348,881) (383,769) Net profits -14.1%  3.8% 16.7% 19.1% 12.7%

Net policy acquisition costs ~ (69,075) (60,116) (61,192) (67,311) (74,042)

G&A expenses (59,555) (42,772) (46,428) (51,071) (56,178) Underwriting (%)

Underwriting Profits 4,177 1,521 4,422 6,760 7,436 Loss ratio 66.2% 73.7% 74.0% 73.6% 73.6%

Total investment income 19,229 21,630 22,211 24,601 27,273 Expense ratio 32.7% 25.9% 25.0% 25.0% 25.0%

Finance costs (1,547) (1,533) (1,610) (1,690) (1,775) Combined ratio 98.9% 99.6% 99.0% 98.6% 98.6%

Share of profits of

associates & JVs 3,951 4,524 5,429 6,515 7,817

Other income and expenses  (1,134) (827) (910) (1,001) (1,101) Solvency (%)

Profit before tax 24,676 25315 29,542 35184 39,651 Core solvency marginratio  249.9% 265.9% 239.6% 215.9% 194.5%

Income tax expense (3,808) (3,663) (4,275) (5,091) (5,737)

Non-controlling interest - - - Returns (%) - - - -

Net profit 20,868 21,652 25268 30,093 33,914 ROE 11.7% 11.1% 12.0% 13.3% 13.8%
ROA 34% 33% 35% 3.8% 3.9%

Balance Sheet

31 Dec (RMB mn) 2020A 2021A 2022E 2023E 2024E Investment (%)

Investment assets 380,983 413,494 457,522 507,204 562,325 Investment assets growth 11.3% 8.5% 10.6% 10.9% 10.9%

Other assets 265,818 269,128 293,808 320,845 350,468 Net investment yield 49% 45% 51% 51% 5.1%

Total assets 646,801 682,622 751,330 828,049 912,793 Total investment yield 53% 54% 51% 51% 5.1%

Insurance contract

liabilities 314,623 340,529 370,141 402,515 438,127

Other liabilities 142,147 135,588 163,599 190,431 219,829 Per share data (RMB)

Total liabilities 456,770 476,117 533,740 592,947 657,956 EPS 0.9 1.0 11 14 15

Total equity 190,031 205,649 217,590 235,102 254,837 DPS 0.4 0.4 0.5 0.6 0.6

Shareholders' equity 187,513 202,887 217,590 235,102 254,837 BVPS 8.4 9.1 9.8 106 115

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM does
not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position or special
requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the report. The value
of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the performance of underlying assets
or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments and strategies, and encourages investors
to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM or its
affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in securities or
enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be liable for any loss,
damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone making use of the information
contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. CMBIGM
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides the information,
advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other publications having information
and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical methods when compiling. CMBIGM may make
investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or on behalf
of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with the companies in
this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report and CMBIGM will not assume
any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be reproduced, reprinted, sold, redistributed or
published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended
from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and
may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports and the
independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified as a research
analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules intended to ensure that the
analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is intended for distribution in the United States
solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of 1934, as amended, and may not be furnished to any other
person in the United States. Each major US institutional investor that receives a copy of this report by its acceptance hereof represents and agrees that it shall not
distribute or provide this report to any other person. Any U.S. recipient of this report wishing to effect any transaction to buy or sell securities based on the information
provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined in the
Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the report is distributed
in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of
Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law. Singapore recipients should contact
CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.
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