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Can Policybazaar continue its digital monopoly?

After Zomato, another company fromthe Info Edge stable isdriving investor excitement In o Sachin Dixit

. . . . s . sachin.dixit@jmfl.com [Tel: (91 86) 30513614
Policybazaar, we havean extremely dominant online insurance distribution platform that .

. . . Swapnil Potdukhe

holds a 90%+ market share among online marketplaces. In this note, we evaluateits swapnil.potdukhe@jmfl.com [Tel: (91 22) 62241876

historical growth trajectory and provideaper spective on I ndia-s insurance ecosystem.

then follow it u ppossible eviolutidhdrl futurey ib Bght sofa its Tesently
acquired drect insurance broker license. Our base case assumes digital penetration in
insurance premium to reach 4.5% by FY3(5.5% in China and 13.3% in the USAin 2020),

\

with Policybazaar-s mar ket shar adgtdaggrégatorng sl i ghtly to make room

(PhonePe, PayTM etc.) as well ascreasedinvestments by insurers to drive traffic to their
own portals. However, the slight declinewould be handsomelyoffset by its investments in
the physical channelwhich should deliver INR 60bnin insurance premiuns by FY3Q bringing ZOMATO

overall EBITDA margmto 24%. Our bull case rests onthe largest life insurer in the country
Life Insurance Corporation (LIC)starting to list on Policybazaarand the physical channel
growing larger. Our bear case assumes that larger insurersould focus on in-house digital
platforms and stop listing products on marketplaceswith the physical channel failing to
deliver expected resultstoo. These scenarios provide a valuation range of US&bn-USD
8.3bn for Pdlicybazaarwith our base case valuation of USD 6.2bnbased on a multiple that

of fers credit for Policybazaar-s growth trajec ket po

A Policybazaar is a differentiated pWhideys8lir i n ue i nsi
rather unorganisedand wunderpenetrated, I ndi aedind nsur a m has
completely different manner vs. most countries across the globe Life and Health Zomato Initiation Coverage:

Insurance account foran 80%-+ opportunity by insurance premium in India while these Conveniently positioned to deliver
categories acount for a minimal share in developed economies it is either covered by
social security schemes or employérs Additionally, Policybazaar isa completely
differentiated model as digital marketplaces have not gained significant traction globally
with insurers issuingmost policiesdirectly via digital platform and offline agents.

India Auto-tech

channel: As of FY20, Policybazaar accounted for almost half thiotal premiums issued
digitally. The company generated insurance premiummore than 2x that of the next 4
largest marketplaces. While we expect the share to decline, we still see th&eompany
accounting for 43% of digital insurance premiums in FY30Qwhile being supported by a
rapidly growing physical channel that is expected to deliver INR 60bn in premium in FY30,
accounting for ~10% of total premium.

A Investments inphysical channel to require capital investment until FY24Vhile the omni-

channel play shoudenhance Policybazaar-s ability to HNISEEEETEr e (nsur

while providing necessaryclaims support, this would require large investments to scale India Auto -tech:
rapidly. As it is also a lowemmargin business with PoSPs getting commissions on  Gearing up for a Digital Journey
distribution, we expect steady stateconsolidated EBITDA margins t@ome in at 22-26%.

However, this margin lossshould be amply compensated by the rapid growth delivered by

the physical channels existing insureragents would also switch to marketplaces in order

to be able to provide a larger bouquet of insuranceproducts to customers.

>

Valuation methodology to account for long growth runway: With insurance continuing to
be underpenetrated in India and PollcybazaesustalnlrlgIong.-term growth, wg value thg IM Financial Research is also available on:
company as of aMax ferafd reuesue nmgltiple and then discount this Bloomberg- JMFR <GO>
valuation to Sep-22 at 11% to arrive at TRombod PubiRHer & RBUetsat i on of
our Bear and Bull caseresult in valuatiors of USD4bn and USD 83bn, respectively. S&P Capital 1Q and FactSeind Visible

Alpha

Please see Appendix | at the end of this
report for Important Disclosures and
Disclaimers and Research Analyst
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InsuranceDistribution; Primary Business Models

Insurers: Most insurance companies across the globdincluding in India) depend on
distribution channels to sell insurance policiesthis means they are also forced to pay
significant commissions to these channels. Traditional distribution models have included retall
agents, corporate brokers, bancassurance and-imouse sales érce. All the traditional models
are opaque for the consumer as well as the insureand leave significant control with the
distribution channek. Over the past few years, insurance providers have started to beap

their digital platforms to drive traffic to the portals and sell insurance policies directly. Insurance distribution channels
Howeyer,this direct channel still accounts for only a minimal sharé<1.5%) of total insurance continue to evolve with a focus
premium. on enhancing consumer
Additionally, we have seen the emergence of some newage insurers, Acko Navi and Digit, experience and lowering
which focus on selling policies and claims settlemesiprimarily via digital channels. However, customer acquisition costs

these insurers are only catering to simpleto sell, riskcover policies across health, motor and
travel/electronics as life insurance still requisean assisted model with a lot more hand
holding needed for the buyer. While these newage companies continue to grow rapidy with
loss ratiosof 60-75%, they continue to seeoperating losses due to the relatively smaller scale
currently.

Exhibit 1. New Age Insurers haveposted 48% FY19-21 CAGR to gain 1.5% share of General
Insurance Premium in FY21

mAcko 1 Digit mNavi

(in INR bn)
24.2
17.7
12.1
3.7 4.2
[ , . —
FY19 FY20 FY21

Source:IRDA and Company Reports.

Web Aggregators: Web aggregators have gainedrobust traction for insurance distribution

thanks to the several concernsthey address for insurers as well ascustomers. Web

aggregators enable 1) transparent customer data for insurers, 2) cesfficient policy issuance
(vs. traditional, direct online is the most costefficient) and 3) easy comparison of policy
features and coverag for customers.

As of Jun21, there are 21 registered web aggregators in India. These sell policies in both
unassistedand assisted formas through a tele-marketing team. Monetisation takes placevia
commissions and/or fixed fees for lead generation from insurers. While web aggregators can
keep the entire commission and do not need to sharat with a channel partner, they do
however need to spend money onl) digital marketing to generate traffic on the platform
and 2) call centresto assist policy buyers. Historically, Policybazaar has been the largest web
aggregator in the country and has recently switched to becoming afull-fledged direct
insurance broker.

Direct Insurance BrokersDirect brokersare expected to solicit and arrange insurance business
and provide clains support on behalf of the insurers. Direct brokerscan provide all the
services that web aggregators provide except for lead generatiprhence most digitally
enabled players have rgistered as insurance brokers in order to cater to a larger market. By
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switching to a broker license from a web aggregator license, these players can have a
physical presence as well as ehoard offline point of sale persons (PoSPs). This enables them
to not only penetrate lower tiers of the country but also sell complicated life and health
insurance products that require an assisted sales model. Finally, the ability to assist in claims
also helps them build credibility with their customer base.

As of Jun21, there are over 500 registered brokers in India. However, 90%+ of these operate
in a primarily physical model while Policybazaar, Turtlemint, InsuranceDekho, RenewBuy,
Coverfox, PayTm, PhonePare larger, digitally-enabled insurance brokers. These digillg
enabled brokers sell policies via online portslas well as through a vas network of PoSPs
while monetising these sales through commissions from insurance companies. However, a
portion of these commissions needs to be shared with the PoSPs in additiclw the
investments required to setup the physical presence.

Digital insurance distribution in India

Exhibit2.Key Dos and Don-ts for Online Intermediaries
Web Aggregators Corporate Agents
New business underwriting allowed? X X X
Limit on number of insurer tie-ups? No limit No limit Max 3 each in Life, Health and Gener:
Can intermediary offer rebate/discount/commission share? X X X
Online aggregation and comparison of policies allowed? \% \% \%
Remuneration for Lead generation and Product display? X \% X
Online policy distribution purchases allowed? Y, Y, \Y
Off-line policy distribution purchases allowed? \% X X
Offline PoSP network allowed? \Y X \%
Policy renewal allowed? \% \% \%
Policy renewalcommission allowed? Allowed for both life and non-life Allowed only for non-life Allowed for both life and non-life
Claims management/settlement services mandatory? \% X \%
Can offer any other product other than insurance products on platform’ X X \%
Source: IRDA, Media Reports, JM Financial
Exhibit3.Recent insurers- distribution partnerships with digital plat
Digital Platforms 2018 2019 2020
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Source: SwissRe
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Exhibit 4. Digital channel share in insurance distribution (FY21 Exhibit 5. Life insurance policy renewal premium collected digitally

premium)
m Insurer/Aggr. Website Bank Website mBancassurance mAgency

m Traditional - Direct = Web aggregator mNew age mAgents - Online

9 12%
1.0% 18% °
26%

24%

0.8%
Health . 1.0% .0.3%
0.5%
0.6%
Life NBP 0.3%
0.1%

- Life Insurance Health Insurance General Insurance

Source: IRDA, JMFL estimates (where IRDA data is awvailable). Note: Agentst Online includes banks  Source:BCG COVIB19 Consumer Sentiment Survey. Note: Survey was of thoseistomers who were

web platforms and digital platforms of brokers/other corporate agents planning to buy in next 6 months.
Exhibit 6. In volume terms, online policy sales now account fo8%+ Exhibit7.Si mi | ar | y, the online chi
of total motor insurance policy sales insurancesales (volumes) has improved over FYF(/20

m Traditional - Direct Web aggregator
m Online insurance sales (mn) = Total motor policies sold (mn)

89
84
78
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1.3%
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2.3% %
2.0% ’ 1.9%
1.2 1.95 2.85
. . . I .
Fyls FY19 FY20 FY16 FY17 FY18 FY19 FY20
Source: Media Report, JM Financial Source: IRDA, JM Financial
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Despite shift indistribution mix, online penetration remainslow

Physical presence of insurance companies atite size ofindividual agents- network were the

two main growth dri ver s uhntbaboulanddcadeags. Thereaftar,r ance i ndustry
having exponentially grown in size, insurersbegan focusing on improving channel

productivity and unit economics. This led to a significant trarfermation in distribution for

insurers with organsed channels such as bancassurance, corporate agents and brokers

gaining market share from the direct and individual agent channels.

While online channels too gained some distribution share in recent yearprimarily through
web aggregators (mainly Policybazaar) and the direct online channel of the insurers
themselves, offline distributors continue to dominate the Indian insurance market. This is
mainly because life and health insurancéhat together account for an 80%-+ opportunity by
insurance premium in Indid are riddled with significant complexities that are difficult to
understand by most individualswho need a physical helping hand in most cases.

Exhibit 8. Growth in insurer offices has slowed down despite Exhibit 9.ExLIC, there has been significant shift in distribution
significant insurance under penetration in sermiirban/rural regions channels in recent years

No. of offices mlife = Non-life Private Life insurance Han-Life Insurance Channel:
Charmel-wise Individual HEP (%) wise GOPI (%)
100 100 i
ﬂ ﬁ T W Banks
Others? oo
- B over
1
a0 13% 6% CAB 0 23%
3% CcaB? including
5,960 0% auto dealers)
60 60
Banks 6%
2T%
A0 40 i) Dnrect
11,815
20 20 -
individual bl Rl P individual
Agants Apants
FY FY14 FY2 o a
09 0 FYl3 FYlda FYl9 FYO3E FY14 FY19
Source: IRDA, BCG, JM Financial Source: BCG Report India Insurance: Going from teens to twenties. Note 1: Others include businesse

channelled through online, micro agents, Common Service Centers and Insurance Marketing Firm
Note 2: CAB includes corporate agents and brokers.

Point of Sale Person (&SP introduction encouraging digital-first
players togo omni-channel

I n Oct-15, | RDA all owed insurers and insurance intermediari es
but not web aggregators) to utilise the services of point of sales persen(PoSB), ie agents,

with an aim to boost insurance penetration and density in India. PoSRre individuals who

have reached minimum specified qualifications and completed mandatory trainings to be able

to sell an insurance policy. They are only allowed to sell simple to explain, transparent, pre

under written and IRDA approved products (similato OTC products) to retail customers.

Insurers and intermediaries share a significant portion of premium commissions generated

with the POSP agents in order to encourage them to increase their sales volumes.

One of the major advantages of distributing insrance policies through the PoSP network is
that companies can operate in an asselight mode (limited number of physical offices and
sales based variable cost structure) even in undpenetrated semiurban and rural regions.
Consequently, several digitafirst intermediaries have offlate transformed their business
model to omni-channel by building a PoSP agent network of their own. This pivot in business
model has been a resounding success for several according to our channel checks as they
were able to widen their distribution reach to a significantly large target customer base while

at the same time continuing to focus on growth of their digital platforms businesses. As a
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result, there has been a massive ~4x growth in number of PoSP agents in just twoays
(FY1820).

The success of the PoSP distribution network can also be gauged from the fact that individual
agents which approximately accountedfor ~25% of total premium generated in FY20, are
increasingly preferring to work as PoSP agents for insurandetermediaries. This is due to
some inherent advantages in POSP model such as (1) PoSPs can get institutional support for
lead generation (2) there is minimal requirement of networking due to easy to understand
and sell plain vanilla policies(3) PoSBcan sell insurance policies of more than one insurance
company that too across a wide range of insurance products (depending on intermediary
partnerships with insurers) and (4) dedicated team support from insurance intermediary for
customers claim settlerants.

Exhibit 10. While number of individual insurance agents has Exhibit1l.a Po SP number s continue
moderated substantially o indicating strong demand from insurers and intermediaries

No. of individual agents (mn) mLife mNon-life m No. of PoSPs ('000s)

539

FY09 FY14 FY20 FY18 EY19 FY20

Source: IRDA, BCG, JM Financial Source: IRDA, JM Financial

Exhibit 12. Policybazaaraims to invest INR 3.75bn over the next3 years towards offline
expansion

Costs estimates of management (INR mn)

Opening of 200 physical retail outlets Building a PoSP network

Source: Company, JM Financial
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Policypazaar+ Dominant distribution play across insurance and
credit

Business Model

Policybazaar:Launched in 2008, Policypazaaris the largest thirdparty insurance distribution
platform in the country. The online portal garners ~10 million monthly visitors who can
purchase over 340 life, health, motor, travel and home insurance products from 51 insurer
partners. As of Mar21, Polcybazaar has sold 19.2 million insurance policies to 9.6 million
transacting consumer since inception. The company generates revenue via commissions on
insurance policies sold, lead generation for insurer partners, advertising income and call
centre outsoucing. The company has recently been licensed as direct insurance broker by
Insurance Regulatory and Development Authority. This license provides Pdiazaar the
opportunity to also open physical offices and onboard PoSP who can then use the

co mp a n yodust amgl insurer tieups to sell insurance across the length and breadth of the
country. These PoSPs not only enhance Pobeyz aar - s conversion in selling complex insura
products such as life and health but also help the company penetrate n d ismaaleiscities
and towns where most of the population cannot purchase insurance digitally.

Exhibit 13. Policybazaar Products

P o
=1 =
q P & % &8 &
Term Life Health Investment Plans Car 2 Wheeler Family Health Guaranteed Return
Insurance Insurance Become & Crorepat Insurance Insurance Insurance Plan
» Covers Covid-19 » Covers Covid-19 » Covers Covid-19 » Instant Policy » Instant Policy s MNew
B rﬂ-a a6 ‘E ano
5 1cr
\/ © 8 64 £ =] ao
Saral Jeevan 1 Cr Health Child Savings Retirement Group Health Travel View All
Eima Insurance Flans Plans Insurance Insurance Products
# Mew # Mew & Mew ® Mew # Covers Covid-19

Source: Company Website

Across 12+ years of operations, Policybazaar has become a household name for insurance
buyers across products, demonsated by organic sources accounting for 85%+ traffic on the
portal. The company also commands a monopolistic position among digital insurance
marketplaces witha 93.4% market share based on number of policies sold in FY20. With 51
out of 57 insurers present on the platform, consumers can find solutions to all their
insurancerelated needs. With 6,000+ call centre employees, consumers also benefit from the
claims support provided.

Insurer partners use Policybazaar to tap into the large consumer basdhvone of the lowest
consumer acquisition costs, higher renewal rates and lowest claims ratio, according to Frost &
Sullivan. However, the largest life insurer in the country, LIC, continues to be absent and
HDFC Ergo also recently pulled its products fro the platform. Despite this, we believe
Policybazaawould continue being the de facto insurance distribution platform in the near
to-medium term.

PaisabazaarThe company launched Paisabazaar platform in 2014 to simplify the process of
consumer credit n India. This platform enables the consumers to compare and apply for
personal credit pr o dupscwitls54 banks anB NBFE€sa Goasuraessrcans  t i e
apply for personal loans, business loans, home loans, credit cars and loans against property.
Pdsabazaar acquires a large share of its customers through free credit score checking utility

with ~21.5 million unique consumers having accessed theic r e di t s c o?2leThiss of Mar -
platform generates revenue via commissions on loan disbursals, lead gesigon and fixed fee
arrangements with the partner financiers. Paisabazadrelped disbuse ~INR 17Bn worth of

loans over the past three fiscal years with the business FY21 disbursals dropping ~55% due

to COVIDrelated disruptions. On a blended basis, Paisazaar generates ~3% of disbursals

as revenue.
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Across Policybazaar and Paisabazaar, the company does not take any credit risk and all the
insurance policies and loan disbursals are underwritten by its insurer / financier-tips.

Exhibit 14. Paisabazaar Products

CREDIT CARDS

From 50+ options,
choose a card matching
your lifestyle & needs

PERSOMNAL LOAN
Select the best offer
curated just for you
from a wide choice of

MICRO LOANS
(UNDER ¥50K)

Instant small ticket
loans to meet your

BUSINESS LOAN

Expand your business
with loans at lowest
interest rates

TRANSFER
PERSONAL LOAN

Get better interest
rates on your existing

lenders immediate cash needs personal loan
&= @® (&) ®
(—
= = = = =

TRANSFER HOME
LOAN

Sawve on your home loan

LOAN AGAINST
PROPERTY

Get liquidity against

GOLD LOAN

Meet your liguidity
needs by securing a

LIFE
INSURANCE

Get insurance for your

HEALTH
INSURANCE

Protect yourself & your

MNEW HOME LOAN

Choose from lowest
interest rates available
for your dream home

ﬁ
=

SAVINGS ACCOUNT

Explore the best ways
to make your money

by transferring it to your property at great loan against your gold loved ones & secure family in a hour of need Erow
lowver interest rates interest rates their future
@ @ = <~ @ &
= J
FIXED DEPOSITS DIRECT MUTUAL GUARANTEED FREE DEMAT
For secured returns on FUNDS RETURN PLAN ACCOUNT
Your investments Get higher returns on Insurance to secure Start trading in stocks &
your Mutual Fund your family's future currencies
investments
Source:Company Website
Competitive Strengths
Strong Consumer BrandP o | i ¢ y b a z a acaentrig approanhshasrhelped build a strong
brand, demonstrated by 83% of policies sold and 66% of loans originated in FY21 to
consumers who came to the platformorganically. This brand strength creates a strong moat
for Policybazaar by delivering lowest customer acquisition cost (CAC) as well as the highest
consumer base.
Broadest insurer / financier partnershipaivith 51 insurer partners, Policybazaar has 87.9%fo
all licensed insurers on the platform while Paisabazaar has 54 financier partners. These
partnerships ensure that the two platforms combine to deliver the widest assortment of
insurance / credit products to its customer base.
Exhibit 15. Policybazaar Insurer Tiaps Exhibit 16. Paisabazaar Financier Figs
YEGON Oucacsmoe rciciCromond MAX o AoRes s anc @ Bis CASHO £ Chola
@ otak life pw‘g] LAY SBI Life (:7) general | RELIANCe cialL citibank CLYX =l fysol EQuUIFAX #Experian
FAIZCENT GREIE e G o 5 vorc o ELERS
£z TATA AIA Wonb Metie R o digit
f p— Houe homefirst Picicisank Indiabulls indifi
\V’; FEDERA F{r‘n’f}ife\ 8n
= Inchusind Bank @ Kotak @ Krediteoe © st LENDINGKATT Bucare o
[ = b Jon v NN
e U NECGROWTH D Paysense b 0SBl ossicard
E$HRIRAM - oM RAHEJA Qf
Sebvgrsol sompe e e b S5 STASHEIN TATA CAPITAL | o TP TVSCREDITY SRO
2 @kotdk ﬁ & Chola®MS ot e o] isem

Source:Company Website Source:Company Website
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Strong Network Effects:Policybazaar has created a unique customer positioning for insurance

and loan issuances with the largest consumer base r eat i ng a mo2iopol y. I n Jul -
Policybazaar garnered 10 million visitors, over 2x more than the combined visitors of next

four top insurance marketplaces in the country. This creates a se#inforcing flywheel that

continues to enhanpettivetpdsionicgdumiea ny - s com

Exhibit 17.Pol i cybazaar-s virtuous -flywheel- driving growth

Customized producis leveraging
Superior economics
Deep relationships with insurers

~  Best prices with
higher coverage

@ « Higher profifability with
and savings policybazaar @ 2 access to untapped

Consumer Insurer £ censumet
g
A

Q,e

Source: Company DRHP

Strong Renewal base:With 9.6 million unique customers having purchases 19+ million
insurance policies since inception, Policybazaar has built a strong renewal base that dritgs
visibility into future revenue as well a®) improving unit economics due to minimal CAC for
renewals. With most insurance products generating annuity in revenue, any new consumers
on-boarded not only deliver growth in the current year but also provide sustained growth in
the near f ut Al ensumArs onboarrdeddahealth/motor insurance n FYl4
have made repeated health/motor insurance pichases worth 5.9x/3.4x of FY4 premium.

Exhibit 18. Consumer Cohort of Health Insurance Exhibit 19. Consumer Cohort of Motor Insurance

FY14 FY15 FY1& FY17 FY18 FY19 FY20 FY21 Total FY14 FY15 FY1é FY17 FY18 FY1% FY20 FY21 Total
FY14 1.0x 0.7x 0.7x 0.7x 0.7x 5.9x FY14 1.0x 0.5x 0.4x 0.3x 0.3x -- 3.4x
FY15 1.0x 0.8x 0.7x 0.7x 5.0x FY15 1.0x 0.5x 0.4x 0.4x - 3.4x
FY1s 1.0x 0.7x 0.7x 4.5x% FY1s8 1.0x 0.6x 0.5% 0.4x 3.2x
17 1.0x 0.7x 3.8x FY17 1.0x 0.6x 2.8x
FY18 1.0x 0.6x 0.7x 0.8x 3.1x FY18 1.0x 0.5x 0.4x 0.4x 2.3x
FY19 1.0x 0.6x 0.7x 2.2x FY19 1.0x 0.6x 0.4x 2.0x
Fr20 1.0x 0.6x T.éx FY20 1.0x D.6x 1.6x
Fy21 1.0x 1.0x FY21 1.0x 1.0x
Source: Company Source: Company

Growth Drivers = Opportunity to penetrate deeper while expanding the
product portfolio and geographic footprint

Policybazaar operates in a vertical that is highly underpenetrated in comparison to most other
countries. With a large proportion of population being underinsired, the company can
expect to grow at a rapid pace even if it grows along with the industry. However, there exists
a robust opportunity for Policybazaar to deliver growth in multiples of industry growth rates
driven by the below mentioned drivers.

1 Enhanced Penetration:With only 1% insurance premium being collected via online
channels in India compared to 13.3% in the USA and 5.5% in China, there exists a
strong online penetration opportunity for Policybazaar. Additionally, the company can
leverageits recentlyacquired insurance broker (lifeand general) license to provide in
person consumer services via 200 physical offices By24.

1 Broader Product RangePolicybazaar has built a capital efficient business model for retail
consumers across insuramcand credit. There exists a strong opportunity to replicate this
for corporate and SME clients. As consumers disclose their profile and needs to the
company, it can also leverage its financier tieps to co-create credit products to target
under-served cistomer segments.

JM Financial Institutional Securities Limited Page9



Internet 30 August 2021

9 Strategic Investments and Acquisitions?olicybazaar can enhance its product and service
capabilities in health and motor segment to offer even better consumer purchasand
cl ai ms e x p e r2i,ahe companyl entereldl it -a nonbinding term sheet to
acquire a healthtech platform for the management of employee health benefits.
Similarly, there could be an opportunity to scale faster by acquiring companies that are
enabling quicker claims in motor segment or companies that are using IA/ data
capabilities that can help the insurance companies lower their loss ratios.

1 International Expansion:With the company already launching its business in Dubai and
plans to expand presence in the broader Gulf Cooperation Council (GCC) region,
Policybazaar has already taken first steps to replicate its India business model globally.
There exists an opportunity to also launch the business model in Southeast Asian region
with similar pain-points for consumers and insurers.
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Policybazaar: Financiagnalysis
Insurance to continue being the primary business for Policybazaar

Insurance Premium reported 42% CAGR whileevenue posted 49% CAGR in FY1921:
Policybazaar-s insurance b d2§ asindianpopgacedbecanet r ongly during FY19
more aware of insurance requiremerg due to heightened medical expenses and loss of life
during COVID.Growth in insurance premium was led bythe renewals businesswhich posted
81% CAGR while new business premium could only manage 26% CAGRWNe esimate
insurance premium topost a 33% FY21-30 CAGR driven by an increase in digital penetration

(45%inFY30)and Policybazaar-s physical channel al so ramping up well
the premium in FY30. Unlike other categories, we believe that digitalpenetration in India

wouldr emain | ower for a |l ong period as insurance is a =push- pr o
inherent complexity in terms of coverage and exclusions. Hence, the large share of insurance

growth will be driven by a digitally-enabled PoSP moel. We al so esti mate Policybazaar-s

digital market share to decline slightly to reach 43% from ~46% in FY21. We expect the
commissions asa % of total premium to stay stable andrevert back to FY20 leveldo drive
revenue CAGR of 34%.

Exhibit 20. PolicybazaarRevenue forecasts

FY2c Fy21 FY22E FY23E FY24E FY25E FY26E FY27E FY28E FY29E FY30E

Insurance premium market size (INR bn) 7,618 8,175 9,523 11,081 12,801 14,760 16,987 19,529 22,453 25,815 29,683
Change (YoY) 12% 7% 16% 16% 16% 15% 15% 15% 15% 15% 15%
Policybazaar insurance premium (INR mn) 37,586 47,013 73,976 1,08,311 1,550,735 2,02,200 2,64,756 3,40,316 4,20,563 5,17,973 6,27,689
Change (YoY) 62% 25% 57% 46% 39% 34% 31% 29% 24% 23% 21%
Revenue (INR mn) 5,773 7,927 12,705 18,649 26,017 34,983 45914 59,019 72,997 89,981 1,09,132
Change (YoY) 63% 37% 60% 47% 40% 34% 31% 29% 24% 23% 21%
Revenue as a % of premium 15.4% 16.9% 17.2% 17.2% 17.3% 17.3% 17.3% 17.3% 17.4% 17.4% 17.4%

Source: Company, JM Financial

Loan Disbursals reported24% CAGR whilerevenue shrunk at-17% CAGR in FY1921: FY21
has been a tough year for loan markets as both supply and demand were impacted. With job
losses and uncertain financial environment, customers avoided initiating discretionary
purchases on loan while the banks NBFCs avoided lending aggressively due to a potential
rise in NPAs and RBI enforced loan moratorium prevented them from residig the actual
default rates. Going forward, we believe the digital loans industryvould post ~21% CAGR
until FY30 and that Paisalazaar would roughly consolidate its market share in the face of
emerging competition from vertically focused lenders and direct channel of banks / NBFCs.
We expected Paisabazaar disbursals/revenuergxord a21%/22% FY21-30 CAGR.

Exhibit 21. Paisabazaar: Revenue Feasts
FY20 FY21 FY22E FY23E FY24E  FY25E  FY26E FY27E FY28E FY29E FY30E

Marketplace lending industry size (INR bn) 13,460 8,076 11,549 15,591 19,956 22,745 25,701 28,914 32,326 35,817 39,595
Change (YoY) -40% 43% 35% 28% 14% 13% 13% 12% 11% 11%
59,160 76,167 87,283 99,130 1,12,855 1,27,651 1,43,062 1,59,932

Paisabazaar disbursals (INR mn) 65,496 29,167 42,880
Change (YoY) 28% -55% 47% 38% 29% 15% 14% 14% 13% 12% 12%
Revenue (INR mn) 1,937 938 1,394 1,952 2,552 2,968 3,420 3,950 4,468 5,007 5,598
Change (YoY) 41% -52% 49% 40% 31% 16% 15% 15% 13% 12% 12%
Revenue as a % of disbursals 3.00% 3.20% 3.30% 3.30% 3.40% 3.40% 3.50% 3.50% 3.50% 3.50% 3.50%

Source: Company, JM Financial

Operating Costs to increase in FY22 before showing leverage

Employee Costs to continue declining aa % of Revenue: Historically, employee costs have
accounted for the greatest share of revenue at 62.5% in FY21 duéo the large base of call
centre employees. We believe that tech enablement and Al chatbots are likdy to drive
efficiencies in call centre operations and bring down employee costs to 37.5% of revenue by

FY30.

Advertising Expense to reduce significantlyManagement has mentioned that the spike in
advertising expense in FY19 and FY20 is expected to rewersignificantly. Additionally, the
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growth of physical business mix continues to reduce Policybazaa
marketing and we expect advertising expense to drop down to 19% of revenue by FY30
from 41% in FY21.
Physical Store and PoSP Expemsto ramp up: In light of the recently acquired Direct
Insurance Broker license, Policybazaplans to invest heavily to become the most dominant
omni-channel insurance distribution platform in the country.Over the coming three fiscal
years, thecompany plans to useINR 3,750m from the fresh issuein operationalising 200
physical storesand on-boarding PoSPéncluding their training costs and commissions.
Profitability delayed due to the launch of physical channel
Contribution level profitability amplified in FY21 After ramping up marketing spends in FY19
and FY20, Policybazaar-s contribution margin had dipped sharply.
well to recover contribution level profitability to 36% in FY21 driven by drop in call cente
and advertsing expenses.
Exhibit 22. Contribution Profit to increase significantlyto reach above 50%
FY20 FY21 FY22E FY23E FY24E FY25E  FY26E  FY27E  FY28E  FY29E  FY30E
Group revenue 7,713 8,867 14,101 20,604 28,572 37,956 49,340 62,976 77,474 94,999  1,14,743
Employee expenses (Call centre only; 3,479 3,091 4,320 6,154 8,325 10,845 13,774 17,115 20,074 23,395 26,737
PoSFCommissions - - 170 483 912 1,388 1,966 2,646 3,332 4,037 4,800
Advertising and promotion expense 3,181 2,246 2,891 4,224 5,857 7,591 9,621 11,871 13,945 16,197 18,933
Payment gateway charges 252 344 518 747 1,025 1,355 1,747 2,212 2,734 3,367 4,080
Contribution Profit 801 3,186 6,203 8,996 12,453 16,777 22,231 29,131 37,389 48,003 60,193
as % of Revenue 10.4% 35.9% 44.0% 43.7% 43.6% 44.2% 45.1% 46.3% 48.3% 50.5% 52.5%
Source: Company, JM Financial
EBITDAlevel profitability expected in FY25 With most costs curtailed deeply in FY21,
significant investments across manpower, tech/product along with the launch of physical
store businesswould require Policybazaar to continue requiring capital investments until
FY24. Additionally, as physical busess also requires commission sharing arrangements with
the PoSPs, it will result in a slight margin dilution. However, this dilutiowould be more than
compensated by the incremental growth that physical businessould bring by enabling
Policybazaar in sking complex products and also providing claims support to drive customer
experience. In conclusion, we expect theeompany to achieve EBITDA margins of 24% by
FY30 from-18% in FY21.
Exhibit 23. Group Revenue and Margins
FY2C FY21 FY22E FY23E FY24E FY25E FY26E FY27E FY28E FY29E FY30H
Group revenue (INR mn) 7,713 8,867 14,101 20,604 28,572 37,956 49,340 62,976 77,474 94,999  1,14,743
Change (YoY) 57% 15% 59% 46% 39% 33% 30% 28% 23% 23% 21%
EBITDA (INR mn) -3,199 -1,598 757 -652 -149 1,124 3,288 6,894 11,852 18,801 27,246
Change (YoY) NA NA NA NA NA NA 193% 110% 72% 59% 45%
EBITDA Margin -41.5% -18.0% -5.4% -3.2% -0.5% 3.0% 6.7% 10.9% 15.3% 19.8% 23.7%
Source: Company, JM Financial
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Policybazaar: Valuation and Risks
Valuation - Scenario Analysis

A Base CaseOur base case assumes insurance industry FY21 CAGR at ~15%, a few
percentage points higher than the historical growth rates due to a relatively lower
growth seen in FY21 and expectation of insurance penetration increasing in the future.
Additionally, we assume digital penetration at 4.5%, lower than presertday China at
5.5%. While insurance companies and aggregatorsvould continue to grow their digital
platforms, insurance, being a push product, will require an assisted model for the

complex products ard the emergence of digitaHirst insurers and composite agents such We use forward revenue multiple

as PhonePe and PayThbuldr educe Policybazaar-s mar ket shgairegy o4 2p 2% beyb FY:
the company continuing to be the most dominant digital platform. We also estimate the revenue and discount it at 11% to
newly-launched physical channel to ramp up successfully to penetrate 400 cities

. . ) ) provide valuationrange of USD 4.0
(expected to have >0.1million population) by FY30 with each store generating INR +8.3 bn: our base

150mn in premium on average. target valuation is USD 6.2 bn

A Bull Caseassumes LIC turimg to digital distribution: In our bull case, we assumesimilar
insurance industry growth as the base case with higher digital penetratio(b.3%) as the
largest life insurer in the country would open up to digital distribution channels in order
to be present on the platforms where the customer base is going tde present. With
Policybazaar being the most dominant digital platform, thiswould result in the
company-s mar ket s har eWhildweiassune theosardedmbdr gf FY 3 0 .
cities penetrated by thecompany through physical stores, we estimate each cte to
generate INR 240mn driven by Policybazaar-s strong brand rec
generate higher quality revenue with high renewal rates.

These bull case assumptions drive FY-BD revenue CAGR of 37% and the better
operating leverage would providefor improved EBITDA margin of 26% in FY30.

A Bear Case assumes significant competitive intensity resulting in significantly lower
market share:As in the bull case, our bear case also assumes a similar industry growth
rate but with lower digital penetration (4.0%) with an in-person assisted model
continuing to be even tougher to disrupt. Additionally, the larger and popular insurers
would continue growing their own digital platforms to save commissions andhis would
result in Pol i cyb dimng toB80%sbhy RY& |k the physitabbusiess e ¢
the company would only be able to generate INR 9fMn in premium per store as the
existing distribution ecosystem would hold its positioningThe bear caseassumesFY21-

30 revenue CAGRof 26% and the operating deleverage would only allow for EBITDA
margin of 21% in FY30.

Exhibit 24. Summary of Key Bull, Base and Bear case assumptions

FY30E

Base Case Bull Case Bear Case
Insurance Digital Penetration 1.3% 4.5% 5.3% 4.0%
Policybazaar MarkeShare (% of Digital) 46.0% 42.5% 48.0% 30.0%
Online Insurance Premium (INR mn) 47,013 5,67,689 7,55,137 3,51,744
Online Insurance Premium CAGR NA 31.9% 36.1% 25.1%
Insurance Premium per Physical Store (INR mt NA 150 240 90
Policybazaar Revenue (INR mn 7,927 1,09,132 1,48,045 67,372
Revenue CAGR NA 33.8% 38.4% 26.8%
EBITDA Margin -18.0% 23.7% 25.9% 20.7%

Source:Company, JM Financial.
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Key Risks

A Upside RisksWith the largest life insurance player (65%+ market share), Life Insurance
Corporation of India, continuing to not work with any of the marketplaces, any business
partnership with it could be a huge upside risk to valuation expectations. Additionally,
we expect that insurance sector would continue to be underpenetrated in India in the
medium term along with a slower digital penetration trajectory due to the handholding
needed for insurance buyers. We believe there is potentiébr a positive surprise in bth
insurance premium growth as well as digital penetration. As in case of motor insurance,
any regulatory push that mandates compulsory health insurance could also drivebust
growth for the distribution players.

A Downside Risksin Aug-21, HDFC Ergo announced plans to delist products from third
party brokers while deciding to invest heavily on its khouse online platform. With
brokers continuing to gain negotiating power for higher margins, there is a likelihoodf
other larger playersalso following suit, impacting the number of products offered.
Finally, the insurance segment continues to be under heavy regulatory scrutiny with
regards to commissions, distribution models, capital adequacy etc. and there exist
potential risks with regad to regulatory headwinds. There have been media reports
mentioning that motor comprehensive insurance will be bundled as &-year product at
the time of vehicle purchase. While auto dealers control the transaction completely at
purchase and hence restriciany business reaching marketplaces such as Policybazaar,
this bundling will also take away annual renewal opportunies and could impact
business growthadversely

Valuation - Comps

Policybazaar does not have any direct comps across India or evglobally as most global
insurance markets have distribution controlled directly by the insurers either in traditional
formats or via digitakfirst plays such as Lemonade and Metromile in the USA and Admiral in
the UK. Additionally, the retail insurance addessable market is curtailed in multiple countries
as health and life insurance is often provided by the employers or by the governments as part
of social security schemes. We therefore believe that Policybazaar should be benchmarked
against these digital first insurers or onlinefirst brokers such as Hippo and Goosehead
Insurance along with significant growth and monopoly premium for its market positioning.

Exhibit 25. Valuation Comps
EV / Revenue (x) CT&IR EV / EBIT (x) ?ALD; P/ E (x) CiF:_;SR
MCap EV

(USD bn)  (USD bn)

CY21E CY22E CY23E 21-23E CY21E CY22E CY23E 21-23E CY21E CY22E CY23E 21-23E

Insurance Marketplaces

Goosehead 5.1 51 33.3x 24.2x 17.1x 40% 199.5x 98.0x 68.6x 70% 232.7x 120.3x 83.3x 67%
Moneysupermarket 19 18 4.0x 3.6x 3.4x 8% 15.4x 12.3x 11.0x 18% 19.3x 15.8x 14x 17%
Everquote 0.6 05 1.1x 1.0x 0.8x 19% 25x 18.3x 9.7x 62% nm nm 35.7x nm
Fanhua 0.7 0.6 1.0x 0.8x 0.6x 22% 7.4x 5.4x 4.8x 25% 13.4x 9.7x 8.2x 28%
Waterdrop 13 1.1 1.5x 1.0x 0.7x 43% nm nm 55.9x nm nm nm nm nm
Digital-First Insurers
Lemonade 4.7 3.6 29.0x 17.7x 11.9x 56% nm nm nm nm nm nm nm nm
Metromile 05 05 7.7x 6.0x 3.5x 49% nm nm nm nm nm nm nm nm
ZhongAn 6.8 7.3 2.1x 1.7x 1.4x 21% 104x 52.2x 35.6x 1% 51x 36x 24.5x 45%
eHealth 1.0 1.0 1.4x 1.2x 1.0x 18% 14x 12.1x 12.1x 9% 13.6x 11.1x 9.4x 20%
Traditional Insurers
Admiral 15.0 153 8.0x 7.7x 7.2x 5% 13.3x 16.6x 18.0x -14% 14.1x 24.7x 24.2x -24%
Ping An 145.0 492.6 2.5x 2.2x 2.1x 10% 19x 17x 14.8x 12% 8x X 6x 15%
HDFC Life* 196 195 2.6x 2.2x 1.9x 17% 75x 59x 47.2x 26% 109x 65x 65x 29%
SBI Life* 16.1 15.8 1.5x 1.4x 1.1x 18% 64x 58x 48.7x 14% 66x 55x 45x 22%
ICICI Pru* 129 13.0 1.4x 1.6x 1.4x 1% nm 52x 48.4x nm 136x 43x 54x 59%
Max Fin 5.0 4.4 1.1x 1.0x 0.9x 13% 39x 27x nm nm 88x 82x 62x 19%
ICICI Gen.* 9.8 9.9 5.1x 4.2x 3.8x 16% 34x 29x 26.9x 12% 61x 42X 33x 36%
Mean - Insurance Marketplaces 8.2x 6.1x 4.5x 26.4% 61.9x 33.5x 30.0x 43.8% 88.5x 48.6X 35.3x 37.2%
Mean - Digital First Insurers 10.1x 6.7x 4.5x 35.9% 59.3x 32.2x 23.8x 40.1% 32.4x 23.6x 17.0x 32.3%
Mean - Traditional Insurers 3.2x 2.9x 2.6x 11.5% 40.5x 36.9x 34.0x 10.1% 68.8x 45.5x 41.4x 22.2%

Source:Bloomberg consensus estimates for neooverage companies, JM Financial @sates for JM covered companies (marked by *). Note 1: Valuations as of 2August 2021.
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PolicybazaarCompany Information

Exhibit 26. PB Fitech: Brief history
Date Event Description

4 Jun'08 Company incorporated Founders include Yashish Dahiya, Avaneesh Nirg@rd Alok Bansal

Info Edge becomes the first major external investor through seed funding

2008  Fund raise USD 4mn

2010  Product launch Health insurance related activities started
2012  Web Aggregator license A subsidiary company received web aggregatdicense from IRDA

2012  New platform launch Mobile website launched

Company shutdown PolicyDeals.co.in that helped insurance agents source le

Apr'l3  Product shutd
pr roduct shutdown from their preferred city and location

2015  Product launch Paisabazaar registered asinvestment adviser with SEBI

Company's valuation nears USD 500mn following a fund raise from a wic
range of investors

DocPrime launched. Ashish Gupta the erstwhile CTO & CPO
Policybazaar.com appointed CEO

Oct'l7 Fund raise

19 Aug'18 Product launch

, ) . Company entered the UAE market through the launch of Policybazaar.ae,

24 Sep'l18 International expansion L . . .
online financial products marketplace. Neeraj Gupta appointed as the CEO

Company achieves Unicorn status followinga fund raise from Softbank anc

16 Apr'l9 Major valuation round
others

Nov'19 Major valuation round Tiger Global sells ~10% stake to Tencent at a valuation of USD 1.5bn

1) Sarbvir Singh (esMD WaterBridge Ventures) took over as CEO
PolicyBazaar.com, while Yashish Dahiya became the Group CE
2) Sharat Dhall (exXratra COO) appointed as the new Chief Operating Office
replacing Dhruv Sarin who transitions to Chief Growth Officer

Dec'l9 Management changes

Zphin that offers technology and services solutions to financial institutior

201 P t | h
019 roduct launc globally launched

Received inmprinciple approval from IRDAI for insurance broking busine
24 May'20 Insurance Broker license following which company changed name from Policybazaatnsurance Wel
Aggregator Private Limited to Policybazaar Insurance Brokers Private Limited

Ashish Gupta the DocPrime CEO leaves to join Max Bupa Health Insuranc
May'20 Management changes P ! P '

the CTO
Quickfixcarsthat is in the business of providing car repair services and insurar
2020  Product launch claim assistance launched (Company: Accurex Marketing and Consulting Priv
Ltd.)
24 Feb'21 Fund raise g;):;t;:\nys valuation crosses USD 2bn following a fund raise from Falc

10 Jun'21 Insurance Broker license  Company received IRDA approval to act as Direct (Life and General) broker

Source: CompanyMedia Reports,JM Financial

Exhibit 27. PB FintechCorporate Structure

PB Fintech Limited

100% 100% 100% 100% 100% 100% 100%
Policybazaar Paisabazaar Docprime Icall Support PB FintechFZ - LLC Accurex Marketing PB Marketing and
Insurance Brokers Marketing and Technologies Put. Services Pvt. Ltd. and Consulting Pvt Consulting Pvt Ltd.
Put. Ltd. Consulting Pvt. Ltd. Ltd. Ltd.

Source: Company, JM Financial

JM Financial Institutional Securities Limited Pagel5



Internet

30 August 2021

Exhibit 28. PB Fintech: Shareholdingattern as of DRHP filing date

ABG Capital _Alpha Wave
Others

11.8%

Softbank

0
1.4% 15.8%

1.6%

Steadview. Info Edge
14.0%

2.8% Premiji Invest
3.8%

Yashish Dahiya

0,
4.3% Tencent

9.2%
Etechaces ESOP Trust

5.5%
Claymore Investment Tiger Global
6.3% Temasek 7.8%
7.3%

Source: Company, JM Financial

Exhibit 29. PB FintechFunding history andthen valuations

Date Funding (INR mn) Investors Post money valuation (INR m

24 Sep'08-20 Mar'09 50.0 Info Edge

22 Jun'09-21 Mar'11 1445 Info Edge

6 May'11l 55 Info Edge

22 Jun'11-27 Sep'12 400.0 Intel Capital, Info Edge

26 Mar-3 Apr'13 249.9 InventusCapital, Intel Capital, Info Edge
2 Jun5Jul'l4 1,189.5 Tiger Global, Ribbit Capital

Claymore Investment, Inventus Capital,
Premiji Invest, Steadview, ABG Capital, Tigt
10 Apr'15-29 Nov'1l7 5,129.9 Global, LTR Focus Fund, Itha@reek, True
North, Info Edge, Motherson Lease Solution
amongst others

Softbank, Info Edge, True North and

16 Apr'19 10,589

pr Temasek
5Jun'20 3,567 Softbank
24 Feb'21 4,242 Falcon

258
403
420

1,180
1,650

5,950

31,100

66,200

76,000

151,000

Source: Company,Tracxn,JM Financial

Significant valuation jumpseen
post Tiger Global mvestment in
2014, with the latest round
valuing the Company upwards of
USD 2bn
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Competitive Landscape

Policybazaar

Almost 1.2% of insurance premium in Indiais transacted through digital channels with
marketplaces accounting for ~54% the remaining is issued by the insurers directly on their
online platform. At INR 47bn Policybazaar accounts for ~88% of the digital marketplace
business. While we expect Policybazaar to continue being the most dominant online player,
we believe insurerswould continue to enhance their digital platforms to cater to consumers
directly as wdl.

With the Direct Insurance Broker license in place, Policybazaar can now take the omni
channel route and compete with the other marketplaces in the PoSP business as well. The
company expects to enhance its physical offices to 200 by FY24 comparedth 15 as of
today while also onboarding PoSPs rapig. INR 3,750mn from the fresh issueis expected to

be used by FY24 to build out this physical presence.

Exhibit 30 Competitive Landscapet Policybazaar is larger than the remaining four players combined

Policybazaar 51 47,013 10mn 85%

InsuranceDekho 45 ~5,000 900k 98%

Coverfox 32 ~2,000 1.4m 98%

Source: Company websites, Policybazaar DRHP, Similarweb and JM Financial.

Exhibit 31.Key dgital insurers/ insurance intermediaries

Founded Base Insurer/ Insurer Insurance products Lifetime
[Entry Location Intermediary Type Tie-ups* offered* Customers*
) Life, Motor, Health and Also operates a loans marketplace (Paisabazaar) an
Policybazaar 2008 Gurgaon Broker 51 Insurers 9.6mn P P ( )
Other General Healthcare platform (Docsapp)

Acko 2016 Mumbai Insurer NA Motor, Health and Other 62mn -

General

. Motor, Health and Other

Godigit 2016 Bengaluru Insurer NA 15mn Has a Agent + PoSP network

General
Navi 2017 Bengaluru Insurer NA Motor and Health 1.1mn -

. " " A
OneAssist 2011 Mumbai Insurer NA Electronics 3mn+ Presence in 615 cities andetwork of 1k+ service
agents
InsuranceDekho 2016 Jaipur Broker NA Life, Motor and Health 2.5mn+ Has aPOSP Advisor Network
Life, M Health
Renewbuy 2014 Gurgaon Broker 35 Insurers ife, Motor, Health and 2.6mn+ 60k+ POSP Advisor Network
Corporate

Coverfox 2013 Mumbai Broker 40+ Insurers  Life, Motor and Health 5mn -

Motor insurance and
Amazon 2020 Bengaluru Corporate Agent Only Acko . NA -
renewal premiums

Paytm Money and PaytnPayments Bank have applie

Paytm 2019 Delhi Broker 47 Insurers  Life, Motor and Health 11.3mn .

for corporate agent license
PhonePe 2020 Bengaluru Corporate Agent 9 Insurers  Motor, Travel and Health NA -
Turtlemint 2015 Mumbai Broker 35+ Insurers  Life, Motor and Health 1.5mn+ >1 mn policies sold tiltdate

Gramcover 2015 Noida Broker 7 Insurers Life, Motor,_ Health and 1.3mn+ -
Crop/Livestock
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Toffee Insurance 2017 Gurgaon Corporate Agent 8 Insurers Life, Motor and Health NA -

Symbo Insurance 2017 Mumbai Broker 8 Insurers Motor, Healti?é Travel and NA -

Policyboss 2012 Mumbai Broker NA Motor and Health NA Has a PoSP network
PolicyX 2013 Gurgaon Web Aggregator Multiple Life, Motor and Health 0.2mn+ -

Source: Company, JM Financial * i ndi cates data based on company-s own web portal/disclosures

Exhibit 32. Digital insurance intermediaries: Recent financials and funding detailsbrief

Revenuet FY20 EBITDAt FY20 Funding Latest known valuatior
Key Investors

(INR mn) Margin (USD mn) (USD mn)

Softbank, Info Edge,Tencent, Tiger Global, Pl Opportunities

i - 0,
Policybazaar 5159 35% NA NA Fund, Steadview, True North
. Sequoia Capital, Lightspeed Venture Partners and Moonstone
OneAssist 2,460 -31% 41.7 149 - o e
Investment Management
InsuranceDekho 329 2% NA NA Cardekho
Apis Part IIFL Asset M t, Ami ital Partner:
Y 671 -65% 89.7 146 pis Part ners:, sset Management, Amicus Capital Partner:
and Lok Capital
Coverfox 323 -178% 55.1 NA Glitterbug
Turtlemint 468 10% 130 176 Norwest Venture Partners, Sequoia, Blume Ventures, GGV Cap
Gramcover* 26 -33% 1.2 NA Omnivore Partners
Toffee Insurance 20 -468% 7.1 15 Kalaari Capital, Omidyar Network, Flourish and Accion
CreditEase FinTech Investment Fund, Insignia Ventures Partner
Symbo Insurance 25 -385% 9.4 NA ) g
AJ Capital Partners
Policyboss 658 0% 10.3 40.8 TPG
PolicyX 55 12% NA NA NA

Source: Tracxn, VCC Edge, JM Financial. * indicates FY19 financials

Paisabazaar

Exhibit 33.Key digital creditmarketplaces
Platform Founded/Entry Base location Intermediary Type Lender Tieups* Credit products offered* Lifetime Customers*

. Personal loan, Home loan, Car loan, Business
Paisabazaar 2014 Gurgaon Marketplace 54 ) 21.5mn
loan and Credit Cards

Personal loan, Home loan, Car loan and Credi

Bankbazaar 2008 Chennai Marketplace 50+ 50mn+
Cards
CreditMantri 2012 Chennai Marketplace 50+ Personal loanBusiness loan and Credit Cards 10mn+
_— . Personal loan, Home loan, Car loan and Credi
Wishfin 2008 Noida Marketplace 43 : 5mn+
Cards
Source: Company, JM Financial. * indildissloseres data based on company-s own web portal

Exhibit 34. Digital credit marketplaces Recentfinancials andfunding detailsin brief

Revenuet FY20 EBITDAt FY20 Funding Latest known valuation
Key Investors

(INR mn) Margin (USD mn) (USD mn)

Softbank, Info Edge, Tencent, Tiger GlobaPl Opportunities Fund,

Paisabazaar 2,261 -43% NA NA
! z ' ° Steadview, True North
i ital, Wal | ional, Al India, Eight R
Bankbazaar 802 10% 117 264 Sequoia Capital, Walden International, Amazon India, Eight Ro
Ventures
CreditMantri 280 -34% 14.2 21.2 Accion, Chiratae Ventures, Elevar Equity
Wishfin 395 -88% 16.6 90 Franklin Templeton India, Sherpalo Ventures

Source: Tracxn, VCC Edge, JM Financial
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India has one of the lowest insurance density globally

I ndia has one of the highest insurance =-protection gap-
insurance density is also one of the lowest (Life at USD 54 and Ndife of USD 18 compared

with the global average of USD 370 and USD 312, respectively). While life imance

penetration in India, at 2.7% of GDP (as of 2018)is lower than the global average (3.3% of

GDP), itis better than China and Brazil s n u.rhlbwevers penetration is particularly low in

the non-life segment at 1%, whereas theglobal average is 2.86 of GDP.

Limited information and understanding of insurance products are two major reasons for the
under-penetration in India. While several newage companies are trying to bridge the gap in
information through digital platforms, a significant proportion of the population does not
have the confidence to purchase insurance online. Offline, most insurance companies target
the metro and tier-1 city population, where is easier to convince to buy insurance products. A
media articleindicates that for the private sector in general insurance, 96% of the insurance
branches of companies are in larger cities despite a sizeable cluof the population living in
smaller cities. Even when it comes to brokers (typically the largest channel for general
insurance distribution), 85% have offices in just 7 states. Several companies are trying to
crack this problem.

amongs

Exhibit 35.As of 2014, India has ore of the highest insurance Exhibit36.aas wel |l as one of the
-protection gap- in the worl dg& (in2019)

100% -+ 5,580 m Life insurance density (USD)
92% 88%

Non-life insurance density (USD)
78%

90% -

80% - 73% 73%

70%
70% -
60% - 56%  56%
0% | 3,383
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Source: HDFC Life, JM Financial. Note: The insurance 'protection gap' refers to the difference betwet Source: Swiss Re, IRDA, JM Financial. Note: 1) We have used SA, UK, SK and US as abbreviatior
required cover and the cover actually availed. South Africa, United Kingdom, South Korea and United States of America, respectively). isurance
density is measured as ratio of premium underwritten to total population
Exhibit 37 Insurance: Countrywise Penetration/Development
Mon-life insurance penetration Life insurance penetration
(premiums as a % of GDPF) {premiums as a % of GDFP)
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Source: Swiss Re Institute. Note: Bubble size indicates insurance market size in the country
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Exhibit 381Insurance penetration across various segments
Life Insurance

m Lives covered/ Adults*

92%

28% 34%

India us India

Health Insurance

m Lives insured** /Total population

Motor Insurance

m Penetration excl. 2W" (%)

100% 95%

81%

France India France

Source: BCG Report, JM Financial. Note: * indicates above 18 years of age. ** Lives covered= Individual + Group + Governnfefenetration basis total # of registered vehicles. Penetration= # vehicles inedf

insurable stock Figures for Frana®017, Indiat2019.

Exhibit 39. Product share in the insurance market (Premium, FY20)

Others
8.2%

Personal
Accident
0.7%

Travel
0.1%

Health
7.4%

Motor
9.0%

Life - Renewal
40.9%

Exhibit 40Productwise growth over the last five years in India

m Growth CAGR (Past 5 Years)

21%

20%
19%
15%
10% 10%
I I |
Others Health  Personal Life - NBP Travel Motor Life -
Accident Renewal

Source: IRDA, JMFL

Source: IRDA, JMFL. Note: We have used FYR820 CAGR for Lifer Renewal, Health, Personal
Accident, Travel and others, CAGR is calculated over FYE821 for LifeNBP and Travel

Exhibit 41. Top NBPLife insurers market share (based on premium)

Others
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SBI Life
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Exhibit 42. Top Nontlife insurers market share (based on premium)
Non-Life (FY21)

New India
14.3%

United

Others 8.4%

42.8%

National
7.1%

ICICI Lombard
7.0%

ntal
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Source: IRDA, JMFL

Source: IRDA, JMFL. Note: New Age includes Go Digit and Acko.

JM Financial Institutional Securities Limited

Page20



Internet

30 August 2021

Exhibit 43 Channelwise distribution (FY20)

Channel Life - NBP [ Motor Health
Brokers 1.2% 31.4% 23.0%
Corporate Agents 16.4% 10.9% 11.0%
Individual Agents 29.4% 40.3% 1.0%
Direct- Online 0.51% 29.0%
6.6%
Direct - Offline 52.4% 34.0%
Web Aggregators 0.08% NA 1.0%
Others 0.1% 10.7% 1.0%

Source: IRDA, JM Financial

Exhibit 44 Maximum permitted commission rates for insurance intermediaries/agents

40%
35%
15% 15%
10%
7.5%

l . -

Life - NBP Life - NBP Motor - Health - Life - Renewal Life - Renewal Motor -
(Individual term) (Individual non- Comprehensive  Individual  (Individual term) (Individual non- Standalone TP

term >12 Yrs.)

term)

Source: Media Reports, Reliance General Insurance DRHP, JM Financial

IRDA also allows payment of up tc
30% of commissions orremuneration
as rewards to insurance agents ani
insurance intermediaries selling non
life policies under certain conditions
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Consumer Lending Marketplacego broaden distribution in an
underpenetrated market

India has one of the lowest Consumer Debt-to-GDP raticc amongst major economies at
~17%. Insufficient consumer knowledge on their own credit eligibility as well as available
credit products and limited access to credit faciigs are a few reasons, amongst several other
reasons, contributing to lower credit penetration. These issues are further compounded by
lack of quality avenues for consumer education and reluctance of traditional lenders to invest
in physical infrastructurebeyond major cities (due to higher customer acquisition costs).

Exhibit 45. Credit penetration in India is significantly lower than other major economies

Consumer Credit Penetration As of CY20 India USA China
Active credit cards as % of population 4.5% 137.3% 54.1%
People with no credit score as % of population 78.3% 41.0% 29.1%
Consumer loans outstanding as % of GDP 16.7%* 79.2% 60.4%

Source: Company, JM Financial. Note: * indicates FY20

Consumer lending marketplaces that primarily enable lender discoveffgr customers are
addressing these issues and thereby gfing a pivotal role in consumer credit penetration in
the country. They educate customers on a range of credit products, evaluate their credit
eligibility and help them compare, decide and apply foproducts (such as personal loans, car
loans, home loans and credit cards) that are weluited for a particular individual. In turn,
they earn commissions from lenders for leads generated and loans disbursed to customers in
addition to earning advertisingincome. Some marketpacesalso facilitate instant purchase of
personal loans and credit cards on their platfornwith no human intervention or paperwork.
This is subject to the level of backend integration marketplaces have with the lenders.
However, the product purchase process in case of home, automobile, gold, SME loans, etc. is
a bit more complex and requires certain level of paperwork. In such cases, the sales agents of
the marketplace follow up with the customer either online or offline to complete the loan
purchase process.The benefits of partnering with marketplaces from lenders perspective
include access to a broad spectrum of borrowers, wider reach without the need for brick and
mortar presence and comparatively low agent interactiomnd customer acquisition costs.

Exhibit 46. Consumer credit marketplace: New credit enquiry workflow

Deliquency risk is of the lender
Pays EMI

- ~
-
£ Y

Sends loan request, compare options

Lists loan proposals

Contacts to convert lead Sanctions loan

Lending

Borrower <-

marketplace

Selects lender and submits docs Pays comission for lead
<.

Loan disbursed = -

Source: JM Financial

A few lending marketplaces- in addition to typical loan and credit card discovery and lender
matching services businessare engaged in providing credit management services. They not
only provide prospective borrowers free access to their credit scores/reports through their
partnerships with credit bureaus but also help build a strong credit profile for future loan
requirements, resolve existing dues or problematic loan accounts by providingespoke
solutions and periodic creditscoreupdates to help them track their own credit worthiness.

Exhibit 47. Consumer credit marketplace: Credit management services workflow

Sends alternate data

Credit solution
provider

Prospective

borrower

Suggestions o improve credit scores

Decision making system

Techniques to improve credit scores

Source: JMFinancial
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Key Medium to LongTerm Insurance Industry Trends

A Internet of Things (IoT)ioT devices have already started to penetrate homes, offices and
cars. We believe that the insurance sector will embrace 10T in order to both price the
policies and also encourage good behavior from their customerdVearables including
fithess devices such as Apple Watch and FitBit for health insurance and telematics
devices for the vehicles can generate precious data that insurers can leverage in order to
provide benefits to the consumers. However, stronger adoptiorof loT deviceswould
need resoltion of any data privacy concerns.

A Artificial Intelligence: Most insurance surveys and claims processes have been operating
in traditional manner through manual surveyors, resulting in high turnaround times.
With advances inartificial intelligences supplemented by augmented reality, there is an
emergence of startups focused on optimising these processes remotely where the
consumers can selfnspect the property / vehicle and the insurance company can use
that to issue polides / claims using fraud detection.

A Change in Product Mix: The hdian insurance sector is primarily dominated by life and
health insurance that combinel generate an over 80% opportunity by insurance
premium in India. However, as seen globally, we expect ése verticals to account for a
lower share in the mediumto-long term, while products such as home, travel, pet and
durable goods insurance should grow at a faster rate.

A Pay as you go:Many customers have varied needsthat cannot be addressed by
traditional products. For example, some people use cars a lot less than others and hence
would be happy to have the premium priced accordingly; very few home insurance
buyers need theft insurance etc. For such consumers, pagyou-go pricing would
ensure they can luy insurance reatime as per the specific requirement.

A Bite-sized InsuranceNiche bite-sized insurance options where potential buyers can opt
for a specific insurance need through a digital policy are also expected to increase. For
example, a bicycle ingrance product covers theft, damage and accident insurance,
wherein a particular insurer underwrites theft and damage protection, while another
insurer underwrites personal accident insurance for the company. A combination of the
three becomes a Toffee prduct.

DriveSmart facility from Bajaj Allianz

Drivesmart uses driving patterns and
related data to help price motor

insurance risk, apart from driving
costs down for the policy buyer. The
insurance @mpany provides a device
which is to be connected to a car for

data collection. Benefits for the

policy buyer include roadside
assistance, safety alerts, priority
claim services, car analytics, etc. The
concept is nascent in India and
adoption may have jus started.

Exhibit 48. Evolution of Digital Insurance Ecosystem
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