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Potential for Indian life insurance

Density in USD (2014 Penetration (2014)

India
PR China
Brazil
South Africa
Germany
United States
South Korea
France
Singapore
Japan
Taiwan 16%

United Kingdom

Switzerland
Hong Kong 5,071
A lndia is one of the world’'s fastest growing eco-d®my

(based on recent estimate by World bank and Fitch)

A Insurance density in India has considerably reduced from $56 in 2010 to $44 in 2014 and is below
global counterparts with significant portion of uninsured and underinsured population

A Lower insurance penetration in India compared to other savings dominated markets offer
tremendous opportunity to grow

Indian insurance sector i 2015
Note: Density is defined as the ratio of premium underwritten in a given year to the total population

Source : IMF WEO (October 2014), OECD Economic Outlook No.95 and Swiss Re Sigma World Insurance Report in 2014, EY Report on n HDFC
Life
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Favourable demographics

Life expectancy (Years)* Population composition (Bn)#
71
70 1.3
67
63

1999-02 2006-10 2016-20 (E) 2021-25 (E) 1999-02 2006-10 2016-20 (E) 2021-25 (E)
Less than 25 years ®25-49 years 850 years and above

A lndia is currently one of the world’'s youngest nati

age of 30, offering great opportunity for protection products

A Demand for retirement policies to rise with increasing life expectancy, declining birth-rates

and proportion of India’" s elderly popul ation expect

A Limited financial inclusion and emergence of nuclear families shall also facilitate growth of
pension policies

HDFC
Source: " Census of India Life
a4

# United Nations World Populations Prospects Report (2012), EY Report on Indian insurance sector i 2015




Life insurance poised for growth

Household savings composition Change in financial assets

24% 22% 23% 18% FYO5 FY14

48%
57%
l'
1% _//
43% 52% 29,
23%
FYO5 FYO8 FY11 FY14
EFinancial Savings ! Physical Savings " Household Savings as % of GDP ™ Currency ¥ Deposits " Shares and Debentures

Claims on Government ¥ Lifeinsurance funds " Provident and Pension Funds

A Stabilising real estate demand and softening gold prices expected to result in potential shift
of household savings towards financial assets going forward

A Life insurance represents unique offering of long-term savings and protection products

. Hlilife

Source: RBI Annual Report (2014), DBIE -RBI Statistics (2014), Economic Survey 2014 -15Vol Il



Online and digitisation offers untapped potential

High digital influence across value chain
< Pre-Purchase » «— Purchase —» <€——  PostPurchase ——p

% Category Digital Info Info Search for Search for To Access/ Actual Post Purchase Posting
Bl_Jy_erls Influence Search for Price Store Purchase Purchase Management Reviews/
Digita Product Locations Coupons Comments

Footprint o
P % buyers with digital influence
53%

) : 18% 21% 17%
LifeInsurance I i — o %

(38%)

0, 46%
Health 32% 0 30% 19%
nsurance GO _-_-_-_-iié-_—_* Bl

Figures in boxes represent internet access among the category buyers

Digital life policies more cost efficient with A Online life insurance market positioned
higher persistency to expand by 2-2.5X by 2020
gir?;r:e;etlzersistencyAmongst Lowest Direct Sales Cost Amongst A Digital insurance set to grow
; C tCh I . . .
% by Premium Direot Salos CosyANER (56) exponentially in India, supported by
90 . .. .
o 80 broadening of the digital influence
62 X 60 through increasing mobile internet
40

48 \ 20 penetration beyond metros and
34
20 0 expanding reach of digital world

13th  25th  37th  49th  6ist Digital Brokers Agency

— Digital Physical Channels® Banc- Corporate across age bands

assurance Agents

Source: BCG CCCI digital influence study 2013

Note: 1. Physical channels include agency, bancassurance, brokers, corporate agents and direct sales force n Life
6

2. Data and information on the slide reflects industry estimates
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Industry new business* trends

266
260 261
72I

FYO06 FYO7 FYO08 FYO09 FY10 FY11 FY12 FY13 FY14 FY15 H1FY16

Sensex M Private Players BLIC

304
288 292

Sensex

Individual WRP inRs. Bi

Private players

market share 34% 35% 50% 57% 52% 46% 37% 38% 38% 49% 50%

A Private industry gaining traction in H1 FY16 post muted performance for the industry over last
few years

A With the industry moving towards better quality and sustainability, agile larger players such as
HDFC Life witnessed increasing market share compared to others

* Basis Individual Weighted Received Premium (WRP) n Life
8

Source: IRDAI, Life Insurance Council, HDFC Life Analysis




Trend of private market share

Top 7 private players vs other players

FY11 FY12 FY13 FY14 FY15 H1FY16
M RestPrivate mTop 7

A Share of Top 7 players out of 23 existing private players continue to dominate with 3/4t
share of the total private new business

Note: 1. Basis Individual Weighted Received Premium (WRP) as disclosed by IRDAI, Life Insurance Council n Life
9

2. Top 7 players based on FY15 business numbers




Private industry - product and distribution mix

Product mix Distribution mix
mIndividual agents H Corporate Agents ZBanks Corporate Agents ZOthers
mUL =Conventional = Brokers Direct Business

6% 4% 6% 7% 9%
| s |

FY11 FY12 FY13 FY14 FY15 FY11 FY12

FY14 FY15

A Agency and bancassurance continues to be the significant contributors of new business

A Online and other new direct distribution channels have shown huge growth potential and
serve as a cost-efficient mode of distribution

A Reduced distributors’ payout and high expense struc
Conventional products over last few years

- Lif
Source: IRDAI, Life Insurance Council, HDFC Life Analysis 10 e
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Core strategic elements — ready for the next cycle

Tmrmmimes > Strategy Going Forward -----"- >

Long term .
orientation Customer experience

customer

Innovation
segments

in product
selling and
grow niches

Agile multi-
distribution
platform

diversify
distribution

Strategy

Economies of Digital

Achieve cost Scale Leadership

leadership

Risk mitigation & management
juswdjqeus Abojouyda]

Unique Skill development & retention
customer

experience (] Key enablers

I = [

Delivering Value




Revenue trends

S " Bn
1) Orientation 2 12M Performance H1 Performance
oo BRCERN 15
Howl £ 2% 1.7 1 5%
4 47% 1 167% 1 5%
1% 1 21%
§-13%

1 20%

1 16%

T o%

1 22%
. : 1 5%
FY13 FY14 FY15 H1 FY15 H1 FY16
[ Total Premium Il Single Premium (Individual) [ Group Premium
Il Renewal Premium (Individual) I First Year Regular Premium (Individual)

A Steady business trajectory led by new business premium and consistent renewal base

N = fies

A Continued focus on protection across individual and group portfolio

A Non fund business constitutes 30% of Group Premium (H1 FY15: 24%)




Market ranking

1 Py 12M Performance H1 Performance
New Business Received Premium New Business Received Premium
158> 15.5% 15.3%
14.4%
- 0
H1 FY15 H1FY16
Individual WRP Individual WRP
17.5%
- 13.8% 14.8% 15.0% 15.0%
H1FY15 H1FY16
Group Received Premium Group Received Premium
17.8%
14.4% 16.5%
10.9% 15.9%
FY13 FY14 FY15 H1FY15 H1FY16

A Ranked amongst the top 3 private players across categories

Note: Numbers inside the bars represent ranking amongst the private companies ®
Source: Life Insurance Council Llfe




Conservation ratio’

1) Orientation 2 12M Performance H1 Performance

FY13 FY14 FY15 H1 FY14 H1l FY15 H1 FY16

A Customer education initiatives and efficient use of technology reflected in sustainable conservation
ratio

A 85% of service transactions through online mode

A 59% of renewal payments received through online and direct debit modes

A Initiatives launched in FY14 for revival of lapsed and paid-up customers, led to a spike in
conservation ratio during last fiscal

HDFC
Notes: -
1. For individual business Llfe
15




Persistency ratio

B Orientation

Reducing Balance method Original Premium method

88% 89%

13th month 25th month 37th month 49th month 61st month 13th month 25th month 37th month 49th month 61st month

HSep-14 HSep-15 ESep-14 ESep-15

A Quality measures introduced over last few years yielding benefits in persistency across cohorts

A 615t month persistency based on reducing balance saw a decline due to higher proportion of UL
policies completing 5 years

HDFC
Life

Note: Persistency ratios are calculated with a 1 month lag for the period of Sept-Aug for respective years based on individual business n

16



Premium less benefit payouts

B Orientation

12M Performance Bn

H1 Performance

7:'0 . 65.8
. . 20.5

148.3 65.9

FY13 FY14 FY15 H1 FY15 H1l FY16

E Total Premium 1 H Surrenders & Withdrawals E Claims by Death, Maturity & Others1 ¢ Premium less policyholder payouts

>\

Amongst the leading private players in terms of premium retention

>\

39% reduction in policies surrendered in H1 FY16 vs H1 FY15

>\

Higher claims in line with expectation reflecting higher proportion of protection business

HDFC
Notes: -
1. Gross of reinsurance L‘fe
17



Comprehensive product portfolio

Of fering for every customer needé Recognised by exp

Consistently awarded O6Best

over last five years

( »
Golden Peacock Innovative

Product/Service Award — 2015 Click 2 Imvest

[ &
~
4
Protection # Indian Insurance Awards 2014- Best Super
Product Innovation Income Plan
Children Retirement &
* pension )
CYN ) Product of the Year 2013 under Life Smart Woman
»m Insurance category Plan
L]
Employment Winners of the Indian Insurance award  Sampoorn
benefit solutions Q for Best Product Innovation 2012 Samriddhi
Savings & .
Women investment Awarded at Indian Insurance Award Sampoorn
L 2012 Samriddhi

I : ; Winner at Indian Insurance Awards

Crest
Health 2011

Launched 6Cancer Car eo, ) ) i ck2Retirebo

=15




12M Performance H1 Performance

FY13 FY14 FY15 H1 FY15

H Unit Linked H Participating " Non Participating

H1 FY16

A Augment product strategy to balance customer needs and channel profitability — Protection

business increased to 7% (H1 FY15: 6%)

A *Cancer Care’, a pure protection offering
over 50,000 policies within 100 working days of launch

Note: The percentages are with reference to APE for individual business excluding rural and social obligatory policies

wa s salé | |

19
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New business sum assured

12M Performance H1 Performance - Bn
1,198
693 73
j . -
FY13 FY14 FY15 H1FY15 | H1FY16

H Individual ¥ Group

A New business sum assured continues to grow with increased focus on protection segment led
by growth in group and individual business

L - fivs



Segment wise average term and age

Average Policy Term (Yrs) Average Customer Age (Yrs)
Overall H1 FY16:14.8 H1 FY16: 37.5

Q seomert= 4

UL Pension

UL Life

Par Savings

Par Pension
Nortpar Health
Norpar Savings
Nortpar Protection

Non-par Pension

A Orientation towards long term insurance solutions reflected in higher policy term

A Protection and Saving contracts have a younger customer profile and offer long term
opportunities to cross-sell and up-sell across customer life-cycle

n Li
Note: The segment wise average term and age of the individual new business policies sold in H1 FY16 21 lfe




Individual distribution

£} Distribution

> >

12M Performance H1 Performance

FY13 FY14 FY15 H1 FY15 H1FY16

EAgency " Broker HECorporate agent Direct

Maintained leadership in Online segment, with 4% contribution to new business (H1 FY15: 2%)

Focused approach to increase penetration with 413 HDFC Life offices, over one lakh financial
consultants and 8,000+ partner branches

Notes: ®
1. The percentages are with reference to APE for individual business excluding rural and social obligation n L‘fe
22



Overall distribution mix1

12M Performance H1 Performance

£} Distribution

37% 40% 40% P

39% :
10°/o — %

H1 FY15 H1 FY16

FY13 FY14 FY15
EAgency #FBroker HECorporate agent Direct Group

A Diversified business sourced by forging relationships across various banks, NBFCs2 and MFIs2
within individual and group segment

Notes: HDFC
1. The percentages are with reference to total new business premium (individual +group) n Life
23

2. NBFC - Non-Banking Financial Corporation, MFI - Micro-finance Institutions




" Bn

12M Performance H1 Performance
9§ ot 4 10.8% 10.7% 10.29%
¢ —_— ¢ ———— ¢ 10.9% 11.0%
2 L 2
—
7.2
FY13 FY14 FY15 H1 FY15 H1 FY16
HEOperating Expenses ¢ Operating Expense/Total premium Ratio
ST 5.7% 4.3% 4.2% 4.2% 3.9%

ratio

A Operating expenses in line, considering increased investments across distribution channels,
training, technology and product innovation

A Commission ratio movement reflecting change in product mix (Higher UL products sold in H1 FY16)

N = [y

Note: Commission ratio is calculated as a factor of Total Commission paid and Total premium




Evolving the way to connect with customer

A Strong brick-and-mortar & online presence, to deliver seamless customer
experience through a combination of:

A Branches, website, email / SMS, cheque pickup in select cities, multiple OTC tie-up?,
drop box at select locations and inbound / outbound call centre
9 customer 4 °

A 1st private life insurer with responsive website; Comprehensive customer app -
Over 30,000 downloads since launch

A #1 in BFSI on Facebook and #1 in insurance across Twitter, Linkedin and You Tube?

Customer Service Options on oOiLifeo HDFC Life

| | S07004000153 ‘ ‘ | ‘ | @ |
Pan for Toe E rolerpes - @ @
101202303C o — = @
© © ©
Online Launch Product Total Payment Customer Policy Policy Premium Geo
Buying Screen Listing Protection Portal Listing Details Payment Tagging

Value Login

Notes:
1. Including tie up with 6 over the counter payment avenues which are CSC, AP Online, MP Online, Maha Online, AXIS Bank and n HDFC
25

Yes Bank Life

2. Ranking based on data as on September 30, 2015 on respective portal
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Assets under management

" Bn
12M Performance H1l Performance
25% 25% 33:/° 40% 18%
N N * N

31st Mar 2013 31st Mar 2014 31st Mar 2015 30th Sept 2014 30th Sept 2015
mAUM e¢YoY growth mAUM e¢YoY growth

31st Mar 2013 31st Mar 2014 31st Mar 2015 30th Sept 2014 30th Sept 2015

H Debt HEquity H Debt HEquity

A Continue to rank! amongst top 3 private players

. [§
1. Ranking based on Assets under Management as on June 30, 2015 27 e




Capital position

" Bn
12M Performance H1 Performance
217%

194% 196% 204% 204%

¢ 4 4
28.0 32.1

20.9
31st Mar 2013 31st Mar 2014 31st Mar 2015 30th Sept 2014 30th Sept 2015
mmm RSM @100% == Incremental RSM @150% Surplus Capital =+ Solvency margin [ Available Solvency Margin (ASM)

A Healthy solvency level supported by internal accruals, despite consistent increase in
underlying RSM reflecting growing business trail

Ve

A 204% versus regulatory requirement of 150%, with no fresh capital infusion since FY12

= fivs

Note: RSM represents Required solvency margin




Profitability trends

12M Performance H1 Performance Bn

7.9
. ,3 —

/ 1.6 45 (9%)
. \ 4.1

1.8

4.5
0.8
FY13 FY143 FY15 H1 FY15 H1FY16
® Underwriting profits Shareholders' income
RoOE! 41.4% 44.7% 35.1% 44.1% 31.1%
RoIC? 20.9% 33.6% 36.4% 42.1% 38.4%

A Higher new business growth and underlying product mix resulted in lower profit versus H1 FY15

A Continue to deliver long term stable RoE and RoIC

A Accumulated profits of * 8.0 Bn as on 30t Sept 2015

premium and Accumulated profits/(losses)) Lif

2. Return on invested capital calculated using annualised profit after tax and share capital including share premium

Notes:
1. Return on equity calculated using annualised profit after tax and average net worth (Net worth comprises of Share capital, Share n HDFC
f 00.8 BhYuetto one time e adjustmenp | us of 29

3. The sharehol der s’ i ncome




Underwriting profits breakup

12M Performance H1 Performance “Bn

6.2

5.5
3.9

H1 FY15 H1 FY16

FY13 FY14 FY15

H New Business Strain B Existing Business Surplus UL FFA

A Lower profit resulting from higher new business strain, reflecting underlying growth and
product mix movement

®
Note: Based on internal Company analysis L‘fe
30



Individual new business margins

12M Performance H1 Performance " Bn
26.2%
22.5% 22.3%
—u 20.7%
17M = ° =]
+ ‘

 — 16.1% 17.5%

FY13 FY14 FY15 H1 FY15 H1 FY16

mmm New business APE —i—NBM (pre overrun) —4— NBM (post overrun)

A Margin movement supported by higher share of protection business

A Entity level (individual + Group) ~ pre-overrun margins at 23.8% for H1 FY16 (H1 FY15: 20.4%)

ﬂ Lif
L Note: New business margins are computed on MCEV basis based on internal Company analysis 31 e



Market consistent embedded value (MCEV)

As on 30th Sept 2015 " Bn
VIF
( \ 31.2 95.5
69.4 64.3
-1.2 -
0.5 -3.4
PVFP TVFOG FC CNHR VIF Networth

A TVFOG includes cost of guarantees for conventional non participating and participating
products

Notes:

1. Based on internal Company analysis

2. PVFP pertains to Overall (Individual + Group) business

3. PVFP - Present Value of Future Profits; TVFOG - Time Value of Financial Options and Guarantees; FC — Frictional Cost; CNHR —

Cost of Non Hedgeable Risk; VIF — Value of InForce business n HDFC
32

4. Detailed explanation of components provided in the Appendix section Life




Analysis of change in MCEV

EV profit <
P Bn
0.3 -0.5 95.5
4.0
88.1 0.2 3.4 Operating Investment
Expected Variances variances and
New return on and Over- change in
gd:ghodology business inforce run economic
assumption profits assumptions
changes (before
expense 67%
over-run)t o
68%
\ J
T
Embedded value operating profit (EVOP)
32% 33%
I Value of in-force business I sharehol der6s Adjusted N
MCEV at MCEV at
30th Sept 15

31st Mar 15

A Negative Investment variance reflects weak performance of equity markets

Notes: HDFC

1. New business profits pertain to Overall (Individual + Group) business s

2. Based on internal Company analysis L‘fe
33




Sensitivity analysis

S . H1 FY16 % Change % Change 30 ©¢b Change
cenario

VNB? in VNB in NBM Sept. EV in EV
Change in Base 3.4 23.8% 95.5
Increase by 1% 3.5 3.8% 0.9% 93.9 (1.6%)
Interest rate?
Decrease by 1% 3.3 (1.8%) (0.2%) 97.0 1.6%
Increase by 10% 3.4 1.2% 0.3% 97.3 1.8%
Equity values
Decrease by 10% 3.4 (1.2%) (0.3%) 93.7 (1.9%)
Lapse / Increase by 10% 3.2 (5.8%) (1.4%) 93.4 (2.2%)
3
Surrenders Decrease by 10% 3.6 6.3% 1.5% 97.7 2.3%
Maintenance Increase by 10% 3.3 (2.2%) (0.5%) 94.7 (0.8%)
expenses Decrease by 10% 3.5 2.2% 0.5% 96.2 0.8%
Mortality / Increase by 5% 3.3 (2.6%) (0.6%) 94.93 (0.6%)
. - 3
Morbidity Decrease by 5% 3.5 2.6% 0.6% 95.95 0.5%
Note:

1. Pre overrun total VNB for Individual and Group business
2. Includes the impact of change in market value of assets in the participating fund, rather than holding the assets at amortised cost

as on statutory basis. This is in line with the principles as required for MCEV calculation n HDFC
34

Reflects proportionate impact of the underlying scenario Lif

W

Based on internal Company analysis




Sharehol der s

" Bn

18.3% 18.3%

0,
16.2% 16.7% 17.2%
15.6% ' 15.9% 95.5

FYO8 FYO09 FY10 FY11 FY12 FY13 FY14 FY15 H1 FY16

I MCEV B Share capital =—¢=Shareholders' IRR

A The shareholder IRR measured on EV generated is showing a steady growth on back of growth
in business

HDFC
Note: The IRR has been calculated based on MCEV I_ife
35




Performance summary

H1 FY15 H1 FY16 H1 FY15 H1 FY16

Total premium (* Bn) 58.6 65.9 No. of Policies (in lacs) 3.2 4.6
c
o Renewal premium by
- 1 (o) (o) 460/ 590/
..6 Market share / Rank 15.0% / 2 15.0% / 3 G ) Bl aelks o o
E Sal lated complaints

ales relate

8 Conservation ratio? 92Y% 81% 650 171
.‘o__ © 0 (Per 10,000 NOP)#

Premium less Benefit Other complaints 174 36

Payouts (C Bn) 20.5 28.3 (Per 10,000 NOP)#

# of branches 416 413 Linked : Traditional mix® 53:47 62:38
c
o # of Financial
.‘é consultans (° 81 104 Protection mix (APE)® 6% 7%
=
rfl # of employees 14,459 14,586 Protection mix (NOPs)® 20% 32%
a . . New business sum

Online business (%) 2% 4% assured’ (Bn) 693 1,198

AUM (* Bn) 591 698 GEBEIED AP Gl 2.2 2.9

loaded expenses (C Bn)

Profit after tax (* Bn) 4.5 4.1 TRy WIS @5 20.7% 22.3%

loaded expenses

RoIC8 42.1% 38.4% MCEV (" Bn) 77.8 95.5

Notes:

1. Based on Individual Weighted Received Premium amongst private sector

2. For individual business

3. Comprises of individual, broker and corporate consultants

4. Based on individual new business policies

5. Basis APE excluding rural and social obligation HDFC
6. Term & Health business using a % to individual new business excluding rural and social obligatory business o3

7.  For individual and group business L e
8. Calculated as annualised profit after tax and share capital including share premium 36




Building blocks of future

Agile multi-
distribution
platform

Digital
leadership

Innovation in
product selling
and grow
niches

Economies of
Scale

Notes:

>

Grow, fortify and diversify
distribution mix

Be a platform of choice for
distribution partners across
categories

>

Build a self-sustainable e-commerce
platform with holistic sales and
service capabilities

Grow the digital insurance category
and establish leadership

>

>

3

Sales process improvisation to drive
need-based selling and delivering
unigue customer experience

Grow niches while ensuring a well
diversified product portfolio

3

Achieve economies of scale
Increase operational efficiency
A Profitability and cost leaderships

> >

1. Based on total new business premium in respective categories

3. ‘“InstakKit’
Manager ;

2. Based on APE excluding rural and social obligation

‘I'nstaVerify’ is

a Content Management

for Mobil e

System;
PCVC

Performance Update

Grew by 15% and 36% in individual and group
segments respectively?!

Well positioned for open architecture in corporate
agency

A Continued investment to increase retail penetration

>

>

Online segment grew by 168%?2
Multiple digital touch points for servicing customers

Launched exhaustive customer app allowing instant
purchase and premium payment ability

> > >

New products launched in H1- Click2Retire, Cancer
Care, Uday, Sampoorn Nivesh and Immediate
Annuity

Shift towards digital sales process, with launch of
HDFC Life's suite of —insthKit, e
mSD, Instalife, InstaVerify and InstaFR3

>

Continued thrust on operating leverage by expense
management and improving margins

New business workflow 'LifeLine' successfully
implemented; driving straight through processing

>

>

‘mSD’ is for SalIestaFFlIIaniasgetr'rlneentupl‘olandstanHDECe
]
Life
37



Leveraging technology and digital ecosystem

-

Leading the way as digital insurance company

ﬂ’roduct Evolutioh

ANew ‘digital
product offerings —
Click 2 series
- Click2Protect Plus
- Click2Invest
- Click2Retire

AEnhanced service
offerings — ‘iLife’
for customer
transactions

app

- 4

/Marketing and
Branding

ASocial media
leadership:
- #1 in BFSI on
Facebook
- #1 in insurance on
Twitter, Linkedin and
YouTube!

ACustomer education
- Regular blogs
- Emails campaigns
- Direct marketing
- Value added services

ASearch engine

optimisation

/ Distribution \

AOnline sales via
- HDFClife.com
- Web aggregators
- Corporate agent and

broker portal

ASales and fulfillment

via mobile ‘A

frontline sales

- Product
recommendation
Sales funnel
management
Data capture

/ Operations \

AFocus on STP to reduce
customer friction
- Leverage existing info
- Explore alternate

means of data
ADigital payment
avenues

AEnabling analytics
driven underwriting and
fraud detection to

enhance customer
experience

4

Document flow

Payment processing

4

-

1. Ranking based on data as on September 30, 2015 on respective portal

38

Online knowledge management and Learning& Devel opment through ‘ GOAL’', |l ear } i ng
p
Talent hiring and management through innovative means including social media hiring ]
.
(
Advanced employee soci al n e tentmnck empployae @admmniuiMgation iafideehgageonent ]
Notes: HDFC

Life
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Awards and accolades

CIO

INDIAN

CIO 100 Award 2015 for the sales
enabler software application MyMix

38thin “Top 100 Best
Pl aces to Work for’
Ranked No. 1 in the
Insurance industry sector

2015.

= C

GOLD Award during the 10th
National Quality Conclave

mint
Prestigious Golden Peacock Award 2015 for & = |
the most Innovative Product for
Click2Invest Stl’ﬂte
awardng

Awarded the Mint Strategy
Awards in Finance, Banking &
Insurance sector

Silver Indian Digital Media Awards
(IDMA) 2015 award for the "Best PPC
campaign-Per f or manc e

BRANDZ

- TOP
Most

valuable Thdian Brands
2015

Most valuable Life Insurance
BrandbyBrandZ ‘1 ndi a

a ¥

Indian Insurance
/ « /ﬁ&'(i/'dé:

—

Won in 5 categories at the Indian
Insurance Awards 2015 - Life
Insurance Company of the Year,
Agency Efficiency (LI), Marketing
Initiative (LI), E-business Leader (LI)
and Innovative Social Media
Campaign (LI)

N = [y

T
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Annexure 1: Revenue and Profit & Loss A/c

Particulars FY13 FY14 FY15
Gross Premium Income 113.2 120.6 148.3 58.7 65.9
Reinsurance (net) (0.6) (0.9) (0.7) (0.2) (0.6)
Net Premium Income (A) 112.6 119.7 147.6 58.5 65.3
Income from Investments
Policyholders 25.4 50.8 122.5 73.9 10.8
Shareholders 0.7 1.1 2.0 1.0 0.9
Total Income from Investments (B) 26.1 51.9 124.5 74.9 11.7
Other Income (C) 0.3 0.3 0.3 0.1 0.2
Total Income (D=A+B+C) 139.0 171.9 272.4 133.5 77.2
Expenses and Outflow
Commission 6.4 5.1 6.2 2.5 2.6
Operating expenses 12.2 12.9 15.1 6.4 7.2
Service tax expense 1.3 1.4 1.5 0.7 0.9
Benefits Paid?! 39.2 46.9 82.3 38.0 37.5
Provision for diminution in value of investments - 0.3 (0.0) (0.1) (0.1)
Change in Valuation Reserves (net) 72.3 100.6 156.5 81.3 22.4
Change in funds for future appropriations 2.5 (3.3) 1.5 0.1 2.1
Total Expenses and Outflow (E) 133.9 163.9 263.1 128.9 72.6
Profit before tax? (F=D-E) 5.1 8.0 9.3 4.6 4.6
Provision for tax® (G) 0.6 0.7 1.4 0.1 0.5
Profit after tax (F-G) 4.5 7.3 7.9 4.5 4.1

Notes:

1.
2.

Benefits paid comprise of benefits paid (net), interim bonus and terminal bonuses paid
from Policyholders’

Represents sum of amount

and Sharehol der s’ accounn
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Annexure 2: Balance Sheet

Particulars

SOURCES OF FUNDS

31st Mar
2013

31st Mar
2014

31st Mar
2015

30th Sept

2014

30th Sept

2015

Capital invested (Share capital + Premium) 21.6 21.6 21.6 21.6 21.6
Reserves and Surplus 0.5 0.5 4.3 2.7 8.5
Credit / (Debit) Fair Value Change Account (0.1) 0.0 (0.0) 0.1 (0.3)
Sub-Total 22.0 22.1 25.9 24.4 29.8
Policy Liabilities 101.6 143.4 192.8 165.2 212.8
Provision for Linked Liabilities 278.0 327.4 421.4 380.2 418.3
Change in fair value account (0.8) 0.3 0.6 0.9 (0.8)
Funds for discontinued policies 5.4 14.7 27.8 21.3 33.3
Funds for Future Appropriations 6.5 3.1 4.6 3.2 6.8
Current Liabilities & Provisions 15.7 14.6 20.7 12.6 16.2
Total Liabilities 428.4 525.6 693.8 607.8 716.4
APPLICATION OF FUNDS
Investments

Shareholders 8.6 16.1 22.0 19.4 24.5

Policyholders' assets 112.1 147.1 199.1 169.9 221.6
Assets held to cover linked liabilities 283.3 342.1 449.2 401.5 451.6
Loans 0.8 0.5 1.2 0.3 1.1
Fixed Assets 3.1 3.4 4.0 3.4 4.0
Cash & Bank Balances 4.9 4.4 5.7 1.3 1.6
Advances & Other Assets 7.2 9.7 12.6 12.0 12.0
Debit Balance in Profit and Loss Account 8.4 2.3 - - -
Total Assets 428.4 525.6 693.8 607.8 716.4
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Appendix 1 : MCEV methodology and approach

MCEV methodology

The calculations of embedded value and new business profits have been performed using a market consistent
embedded value ( “ MC E ¥pgpjoach. This approach differs from a traditional EV approach primarily in respect of the
way in which allowance for risk is made.

Within the traditional EV approach allowance is made for risk through an increase in the risk discount rate used to
value future shareholder cash flows, whilst within the MCEV calculation explicit separate allowances are made for
risk.

Components of MCEV
There are two components to the MCEV:

1. Adjusted net worth -It represents the market value of assets attributable to shareholders. This amount is
derived from the Indian GAAP balance sheet and adjusted to allow for assets on a market value basis.

2. Value of in-force -1t is derived as
Present value of future profits ( i PV F Fés}
Time Value of Financial Options and Guarantees ("TVFOG") less

Frictional Costs of Required Capital ( i F CR dés3
Cost of non hedgeable risk ( i CNHR0)

N = [y




Appendix 2: Component s

of val ue

Present value of future profits ( A PVFP0)

This component is the present value of the projected future
after tax shareholder profits expected to arise on the
business existing at the valuation date.

The projection is carried out on a deterministic basis using
market-consistent economic assumptions and best estimate
non-economic assumptions (such as persistency, mortality,
morbidity, expenses, inflation). The economic assumptions
(future investment returns and risk discount rate) are
based on the risk free (government bond) yield curve at the
valuation date.

Time Value of Financial Options and Guarantees
("TVFOG")

This component represents the cost that may arise due to
embedded financial options and guarantees.

Different economic scenarios are derived on the basis of a
stochastic simulation process using suitable statistical
distributions for interest rates and equity returns calibrated
to Indian market conditions.

The cost of the options and guarantees is calculated using
these economic scenarios with methodology and non-
economic assumptions consistent with the underlying PVFP.

Frictional Costs of Required Capital ( nFCRCo0)

This represents the frictional costs of holding required
capital ( “ F CRCRejuired capital is set equal to the
amount of shareholder attributable assets required to back
local regulatory solvency requirements. The frictional costs
represent the investment costs and taxes associated with
holding the required capital.

Cost of nhon hedgeable risk ( i CNHRO0)

This represents the deduction to allow for non hedgeable
risks. The CNHR has been derived using a cost of capital
approach and is calculated as the discounted value of the
annual charge applied to projected risk bearing capital.

A The initial risk capital has been calculated based on
stress events for non economic assumptions. These
events are based on the Solvency II, QIS5 framework.

A Appropriate risk drivers are used in projecting the risk
capital at future time points.

A The annual charge applied to the projected risk capital
is 4% p.a.
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Appendix 3 : Key assumptions underlying MCEV and NBP

Economic assumptions

A

A

The closing MCEV is calculated by basing the projected
earned and risk discount rates on the risk free
(government bond) yield curve at the closing balance
sheet date.

The new business profitability is calculated with similar
assumptions, except that the yield curve at the start of
the quarter in which the new business has been written is
taken.

For detailed assumptions, refer Appendix 5

Non economic assumptions

Expenses

A

Maintenance expenses have been based on the latest
expense analysis carried out in March 2015 with
appropriate allowance for future inflation. These
assumptions do not incorporate any allowance for
future productivity improvements.

Based on an analysis carried out by the Company, the
projected long-term acquisition expense assumptions
have been revised and these are higher than those
used earlier and have been incorporated into the
calculation of pre-overrun margins for FY15.

Mortality and morbidity

A Mortality and morbidity assumptions are set for different
products based on past experience.

Persistency

A Persistency assumptions are set for different product
lines, payment mode and duration in-force, based on
past experience and expectations of future experience.
Separate decrements are modeled for lapses, surrenders,
paid-ups and partial withdrawals.

Tax

A Tax assumptions are based on our interpretation of
existing tax legislation, where appropriate supported by
legal opinion.

A Profits attributable to shareholders are assumed to be
taxed at 14.42% for Life business and 0% for Pensions
business.

A Allowance is made within the tax computation for
dividend offsets permitted under Section 2A of the
Income Tax Act.

_ Dhiife



Appendix 4 : Key components underlying MCEV movements

Analysis of change in MCEV

A Opening modeling, assumptions and methodology

changes: The models, assumptions and methodology are
continuously refined and improved and the impact of
these refinements is reflected in the opening changes.

Expected return on inforce: It reflects expected
investment income on shareholder assets during the
period and unwind of the discount rate on the opening
PVFP.

A Operating Variances: The Operating Variances capture

the impact of the difference between the actual
expenses, mortality and persistency experience from
those expected in the MCEV and the VNB calculations.

Investment variances and change in economic
assumptions: This reflects the impact due to the actual
investment return being different from expected and the
impact due to the change in economic assumptions
(represented by change in yield curve during the period).

N = [y



Appendix 5 : Economic assumptions

Forward rates Spot rates
FY15 H1l -FY16 FY15 H1-FY16
1 7.91% 7.47% 7.61% 7.20%
2 7.91% 7.80% 7.61% 7.35%
3 7.96% 7.92% 7.63% 7.44%
4 7.97% 8.00% 7.64% 7.50%
5 7.98% 8.05% 7.65% 7.55%
10 7.98% 8.13% 7.66% 7.68%
15 7.98% 8.07% 7.66% 7.71%
20 7.98% 8.02% 7.66% 7.72%
25 7.98% 7.99% 7.66% 7.71%
30+ 7.98% 7.98% 7.66% 7.71%

A The forward rates derived from the spot-rates of risk-free government bonds are used in
projecting future investment returns and discounting of future profits in VNB and MCEV
calculation
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APE (Annualized Premium Equivalent) i The sum of annualized first year regular premiums and 10%
weighted single premiums and single premium top-ups.

Conservation ratio i Ratio of current year renewal premiums to previous y e a rréngwal premium and first year
premium.

First year premiums i Regular premiums received during the year for all modes of payments chosen by the
customer which are still in the first year. For example, for a monthly mode policy sold in March 2015, the first
installment would fall into first year premiums for 2014-15 and the remaining 11 installments in the first year
would be first year premiums in 2015-16.

New business received premium i The sum of first year premium and single premium.

Operating expense i All expenses of management excluding service tax. It does not include commission.
Operating expense ratio i Ratio of operating expenses (excluding service tax) to total premiums.

Renewal premiums i Regular recurring premiums received after the first year.

Solvency ratio i Ratio of available solvency margin to required solvency margins.

Total premiums i Total received premiums during the year including first year, single and renewal premiums for
individual and group business.

Weighted received premium (WRP) i The sum of first year premium and 10% weighted single premiums and
single premium top-ups.

13th month persistency - Percentage of contracts, measured by premium, still in force 13 months after they

have been issued.
n HDFC
Life
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This release is a compilation of published financial results, other information and is not a statutory
release. This may also contain statements that are forward looking. These statements are based on
current expectations and assumptions that are subject to risks and uncertainties. Actual results could
differ from our expectations and assumptions. We do not undertake any responsibility to update any
forward looking statements nor should this be constituted as a guidance of future performance. This
release is a privilege copy intended for reference of selected group.

The Embedded value and Value of New Business margin has been prepared by the Company and has
not been reviewed or audited by an independent actuary.

These disclosures are subject to the prevailing regulatory and policy framework as on September 30,
2015 and do not reflect any subsequent changes.

N = [
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