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Claims ticket size to decline but frequency to increase 
 Claims for the health insurance companies and the health insurance segment of multi-

line players had seen steady trends in 4QFY23, following a sequential decline in 3Q.
 We conducted channel checks to gauge the trajectory in claims during the current

quarter and understand the various dynamics surrounding claims in hospitals. The key
takeaways include: 1) the number of hospitalizations was on the higher side in
1QFY24, 2) average stay was on the lower side though, 3) ticket size reduced, and 4)
price negotiations with insurance companies have been on the higher side (15-20% for
PSUs, 10-12% for private players).

 Considering the above, we construe that while claims frequency is expected to be higher
in 1QFY24, the severity may remain lower. Pricing (price hikes taken by large players),
business mix (higher share of more profitable products), and control on fraudulent
claims will be the key factors to improve profitability over the medium term.

 We expect strong premium growth and better pricing to drive profitability of the
players. To improve its mix, STARHEAL has been focusing on retail health and
specialized products, and has been increasing the sum assured per customer. Further,
it has improved its tech capabilities to enhance fraud detection. We expect these
initiatives to eventually translate into improvement in claims and combined ratios. We
reiterate our BUY rating with a one-year TP of INR700 (premised on 31x FY25E EPS).

 ICICIGI has been investing in the retail health business by hiring 1K+ agency managers.
This should translate into stronger premium growth over the medium term. We
remain constructive on ICICIGI with a BUY rating and a one-year TP of INR1,550 (based
on 30x FY25E EPS).

Number of hospitalizations increase in 1QFY24, but average stay declines 
 For 1QFY24, the number of hospitalizations rose on a sequential basis. This was

on the base of a steady trend seen in 4QFY23, wherein the elective surgeries
had increased while viral ailments declined.

 During 1QFY24, while hospitalizations were on the higher side, the average stay
had declined as the share of day-care surgeries improved. Overall occupancy
rates for hospitals were lower but discharges increased.

 Resultantly, per customer billing declined in the quarter on a QoQ basis.
 Covid-related consumables and tests, which have been a part of insurance

claims over the past couple of years, are here to stay as the hospitals continue
to charge these considering the safety of their staff and other patients.

 Cardiac and oncology continue to dominate the share in number of claims and
hospitalizations.

Agreed rates with network hospitals improve 
 Hospitals negotiate with insurance companies constantly and the negotiating

terms are different with different hospitals.
 Over the past one year, the agreed rates with hospitals have gone up by 15-20%

for PSU insurance companies while for private sector and SAHIs, the discount
rate has remained same though the revision of 10-12% in base tariffs has been
passed on.

 Room rents have increased 3-4% over the past one year. Generally, hospitals
refrain from increasing the room rents too often and materially.
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Other key takeaways 
 Share of insurance claims in hospitals is ~42% of which 85% is via cashless route.
 STARHEAL, HDFC Ergo, ICICI Lombard and BAGIC conduct the maximum business

with hospitals. Other SAHIs have seen relatively lesser claims as a large portion
of their customers is relatively new.

 We expect a sequential increase in claims in 2QFY24 owing to the viral and
monsoon-related ailments.

 Insurers want their customers to go to their network hospitals not only to
enhance the level of their treatment but also to improve their own claims ratios.
However, the same is difficult to be implemented as the eventual choice of
hospital and doctor lies with the customers.

Reiterate BUY on STARHEAL and ICICIGI 
 To improve its mix, STARHEAL has been focusing on retail health and specialized

products, and has been increasing the sum assured per customer. Further, it has
improved its tech capabilities to enhance fraud detection. We expect these
initiatives to eventually translate into improvement in claims and combined
ratios. We reiterate our BUY rating with a one-year TP of INR700 (premised on
31x FY25E EPS).

 ICICIGI has been investing in the retail health business by hiring 1K+ agency
managers. This should translate into stronger premium growth over the medium
term. We remain constructive on ICICIGI with a BUY rating and a one-year TP of
INR1,550 (based on 30x FY25E EPS).
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Exhibit 1: Retail health claims ratio trends 

Source: MOFSL, Company 

Exhibit 2: STARHEAL’s claims ratio trajectory 

Source: MOFSL 

Exhibit 3: Care Health’s claims ratio trajectory 

Source: MOFSL 

Exhibit 4: Niva Bupa’s claims ratio trajectory 

Source: MOFSL 

Exhibit 5: Manipal Cigna’s claims ratio trajectory 

Source: MOFSL 

Exhibit 6: Aditya Birla Health’s claims ratio trajectory 

Source: MOFSL 

Exhibit 7: ICICIGI’s claims ratio trajectory (Health) 

Source: MOFSL 
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Exhibit 8: BAGIC’s claims ratio trajectory (Health) 

Source: MOFSL 

Exhibit 9: Tata AIG’s claims ratio trajectory (Health) 

Source: MOFSL 
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