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Non-Par products continue to drive banca channel 
 

 The banca channel dominates the distribution mix for three of the four listed private 
life insurers, with a contribution of 58%/68%/59% for SBILIFE/HDFCLIFE/MAXLIFE. For 
IPRU, the share of banca has declined in the past three years and now stands at 28%. 

 Over the past one year, the industry witnessed several changes such as 1) taxation 
change on INR0.5m+ premium life insurance products, 2) increase in the number of 
partners from six to nine, and 3) expense of management (EOM) regulation changes. 
We conducted channel checks to understand the implications and gauge the outlook 
on future growth for the channel.   

 Key trends: 1) Demand remains intact for Non-par/ULIPs; 2) Companies looking for 
growth in policy sales; 3) Protection is not picking up in the banca channel; 4) 
Commission payouts to third-party banks have increased, and 5) The increase in the 
number of partners to nine under regulations will not have a material impact. 

 Among private life insurers, we continue to prefer SBILIFE, given its 1) substantial 
growth potential within the SBI channel, 2) exceptional cost management, reflected in 
the best-in-class EOM ratios, 3) healthy RoEV of 20%+, and 4) reasonable valuation at 
1.9x FY25E P/EV.  

 

Product: Non-par momentum better than expected 
 Non-par continues to be the most preferred product in the channel. Although 

IRRs have been brought down recently, they are still significantly higher than 
historical trends. Competition has eased in the recent past as product margins 
were hit. 

 Demand for ULIPs has also increased due to strong equity market performance. 
 The impact on demand from the change in taxation on INR0.5m+ has been 

milder than earlier anticipated. When ULIP taxation was changed, the banca 
business was not materially impacted. Splitting of premium within family 
members was used then and has again picked up some momentum. 

 Protection in the banca channel continues to be constrained by the change in 
underwriting practices, wherein as compared to earlier non-medical limits of 
INR50m+ coverage, the current limits are about INR5m. However, insurance 
companies term this as improved means of underwriting and will continue to 
follow norms as prescribed by reinsurers.  

 In the long term, protection will be least preferred in the banca channel as the 
ticket size is much smaller. Selectively, some banks prefer to sell pure protection 
plans and give higher RM credit for protection vs. other products.  

 Banks and insurance companies are co-creating products to enhance sales. This 
was done earlier, but the collaboration will be strengthened further to bring in 
granularity in the customer base. 

 

Customer profile: Long-term guarantees continue to attract UHNIs   
 Companies are looking to expand their presence geographically to low-tier 

towns and get growth in terms of policy sales. A lot of efforts will now be put on 
analyzing branch productivity, branch activation, RM efficiency and other 
measures. Technology will be a key enabler for implementing these measures in 
the banca channel. 
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 UHNI families (Axis Burgundy, Imperia) continue to subscribe to non-par
products, given the inherent product feature that offers life-time/longer-term
guarantees at the current level of attractive interest rates, which no other
product offers.

Third-party banks see higher payouts; increase in number of partners 
difficult 
 None of the group banks saw increased commission payouts after the new EoM

regulations. However, some third-party bank partners cited higher commission
payouts.

 Enhancement of tie-ups from three to nine is not going to move the needle as
integration with multiple companies becomes a challenge for banks. Moreover,
keeping multiple resources at branches for one product would be a challenge.

 Higher commission payouts do not influence banks to enter into partnerships.
Claims settlement, product offerings and underwriting practices are relatively
more important aspects. 

Exhibit 1: SBILIFE-Share of distribution mix across channels 

Source: MOFSL, Company 

Exhibit 2: HDFCLIF-Share of distribution mix across channels 

Source: MOFSL, Company 

Exhibit 3: IPRLIFE - Share of distribution mix across channels 

Source: MOFSL, Company 

Exhibit 4: MAXFIN- Share of distribution mix across channels 

Source: MOFSL, Company 
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Exhibit 5: SBILIFE - One-year forward P/EV 

Source: MOFSL, Company 

Exhibit 6: HDFCLIFE - One-year forward P/EV 

Source: MOFSL, Company 

Exhibit 7: IPRULIFE - One-year forward P/EV 

Source: MOFSL, Company 

Exhibit 8: MAXFIN - One-year forward P/EV 

Source: MOFSL, Company 
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