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* We met with management at | CICI Prudential. They expect to contain Banks
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cautious view on insurance, given risk to margins and growth. J.P. Morgan India Private Limited

e Pressure on margins. Management maintained their guidance of 15-
16% NBP margins (from ~19% currently) — there are downside risks
from expenses and persistency. DTC implementation (implying 30% tax
rate for insurance vs. the existing 14%) would further impact margins by
3-4 bps. We reckon the negative impact on EV at 10-15%, but that could
be offset by a change in the tax cal culation method.

e Growth — could bounce back: ICICI Pru expectsflat to low single digit
new business premium growth in FY 11E, implying ~15% contraction in
2H11. The top end of the market is seeing some traction for single
premium policies, offsetting pressure on regular pay products.
Management expects share of conventional products to increase but LIC
has a clear advantage in conventional products, given higher bonuses and
the ability to mine the historic portfolio.

e Expense management very important: ICICI Pru has not resorted to
any mass restructuring which they believe would be counter productive
over the long term. Management aims for ~30-40% reduction in expense
ratio from current levels and believes that containing expenses would be
very important to deliver on the margin guidance.

e Clear product segmentation, |CICI Bank branches will help: Under
the new ULIP guidelines, management is trying to align product
offerings with customer needs. Conventiona products would focus on
smaller ticket premiums, single premiums to the top end, and ULIPs to
the middle market. Management also sees its linkage to ICICI’s 2500-
strong branch distribution network as a clear competitive advantage.

* We maintain our cautious stance on the sector as we believe the industry
would face significant challenges in maintaining NBAP margins at >13-
14%. Also news of internal restructuring would continue to impact
sentiment. Our valuation of ICICI Pru stays at Rs 160bn (~11.0x FY11E
NBP multiple) and it contributes 7% to ICICI’s SOTP valuation of
Rs1350. Key risks to our PT include a owdown in the economy and a
spike in interest rates as ICICI continues to be dependent on wholesale
deposits (albeit on a lower scale than earlier).

e We retain our OW rating on ICICI despite the negative view on
insurance because: a) its contribution to SOTP is now small, b) the
negative view is quite consensus now, and c) the credit cost improvement
in the parent bank could surprise consensus and drive outperformance.
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Figure 1: ICICI Pru Life Valuations
ICICI Pru

Value of business (Rs bn) 161.2

EV (Rs bn) 78.2

PV of NBAP (Rs bn) 83.0

P/NBAP 204

P/NBAP (ex-EV) 10.51

PIEV 1.90

P/AUM 31.3%

NBAP Margins - Long term 13.5%

Cost of Equity 17.5%

Contribution to parent (Rs/share) 91

% of PT 7.0%

Source: J.P.Morgan estimates.

Figure 2: ICICI Bank: Subsidiary valuation

Method Value of sub - ICICIBC's ICICI share (Rs Per share of
[A] share [B] mn) parent

Life Insurance Appraisal value 161,200 4% 119288 107
Asset Management 4% of AUM 36,080 51% 18401 17
ICICI Securities PE of 15x Sep-12 22,753 100% 22753 20
ICICI Home Finance PE of 12x Sep-12 23,826 100% 23826 21
General Insurance Combined ratio 14,811 74% 10960 10
Foreign subsidiaries 1.0x Sep-12 book 92,493 100% 92493 83
Total Subsidiary value 287721 258
Value post holding discount (15%) 244,563 219

Source: J.P.Morgan estimates.

Figure 3: ICICI Bank: SOP Valuation

FY12-13 EPS 63.8

Target PE Multiple 17.3

Value for banking business 1,104

Subsidiary valuation at 15% holding discount 219

Total Value 1,324

Sep-11 PT 1350

Implied Sep-12 P/B (Lending book) 2.55

Source: Company data, J.P. Morgan estimates.
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Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.

Break in coverage Mar 07, 2004 - Jun 22, 2004. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
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ICICI Bank (IBN) Price Chart
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Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.

Break in coverage Mar 07, 2004 - Jun 22, 2004. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
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coverage universe is the sector and/or country shown on the cover of each publication. See below for the specific stocks in the certifying
analyst(s) coverage universe.

Coverage Universe: Seshadri K Sen, CFA: AxisBank Ltd (AXBK.BO), HDFC (Housing Development Finance
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J.P. Morgan Equity Research Ratings Distribution, as of September 30, 2010
Overweight Neutral Underweight
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J.P. Morgan Global Equity Research 46% 43% 12%
Coverage
IB clients* 49% 45% 33%
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Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on
the front of this note or your J.P. Morgan representative.



http://www.morganmarkets.com/

Seshadri K Sen, CFA Asia Pacific Equity Research
(91-22) 6157-3575 30 November 2010 J.PMorgan

seshadri.k.sen@jpmorgan.com

Analysts Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which
include revenues from, among other business units, Institutional Equities and Investment Banking.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US
affiliates of JPMS, are not registered/qualified as research analysts under FINRA/NY SE rules, may not be associated persons of JPM S,
and may not be subject to FINRA Rule 2711 and NY SE Rule 472 restrictions on communications with covered companies, public
appearances, and trading securities held by a research analyst account.

Other Disclosures

J.P. Morgan ("JPM") is the global brand name for J.P. Morgan Securities LLC ("JPMS") and its affiliates worldwide. J.P. Morgan Cazenoveisa
marketing name for the U.K. investment banking businesses and EMEA cash equities and equity research businesses of JPMorgan Chase & Co.
and its subsidiaries.

Optionsrelated resear ch: If the information contained herein regards options related research, such information is available only to persons who
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of
Standardized Options, please contact your J.P. Morgan Representative or visit the OCC's website at

http://www.opti onscl earing.com/publicati ons/ri sks/riskstoc. pdf .

L egal Entities Disclosures

U.S.: PMSisamember of NY SE, FINRA and SIPC. J.P. Morgan Futures Inc. is amember of the NFA. JPMorgan Chase Bank, N.A. isa
member of FDIC and is authorized and regulated in the UK by the Financial Services Authority. U.K.: J.P. Morgan Securities Ltd. (JPMSL) isa
member of the London Stock Exchange and is authorized and regulated by the Financial Services Authority. Registered in England & Wales No.
2711006. Registered Office 125 London Wall, London EC2Y 5AJ. South Africa: J.P. Morgan Equities Limited is a member of the Johannesburg
Securities Exchange and is regulated by the FSB. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) isregulated
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong. Korea: J.P. Morgan Securities (Far East) Ltd,
Seoul Branch, is regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan Australia Limited (ABN 52 002 888 011/AFS
Licence No: 238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (ABN 61 003 245 234/AFS Licence No: 238066) isa
Market Participant with the ASX and regulated by ASIC. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock
Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited is a member of
the National Stock Exchange of India Limited and Bombay Stock Exchange Limited and is regulated by the Securities and Exchange Board of
India. Thailand: JPMorgan Securities (Thailand) Limited is amember of the Stock Exchange of Thailand and is regulated by the Ministry of
Finance and the Securities and Exchange Commission. Indonesia: PT J.P. Morgan Securities Indonesia is a member of the Indonesia Stock
Exchange and is regulated by the BAPEPAM LK. Philippines. J.P. Morgan Securities Philippines Inc. is a member of the Philippine Stock
Exchange and is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. isregulated by the Comissao de Vaores
Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casade Bolsa, SA. deC.V., JP. Morgan Grupo Financieroisa
member of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange Commission.
Singapor e: This material isissued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [MICA (P)
020/01/2010 and Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the
MAS. Malaysia: Thismaterid isissued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) whichisa
Participating Organization of Bursa Malaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission in
Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd isamember of the Karachi Stock Exchange and regulated by the Securities and
Exchange Commission of Pakistan. Saudi Arabia: J.P. Morgan Saudi Arabia Ltd. is authorized by the Capital Market Authority of the Kingdom
of Saudi Arabia (CMA) to carry out dealing as an agent, arranging, advising and custody, with respect to securities business under licence number
35-07079 and its registered addressis at 8th Floor, Al-Faisaliyah Tower, King Fahad Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi
Arabia. Dubai: JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubal Financial Services Authority (DFSA) and its registered
addressis Dubai International Financial Centre - Building 3, Level 7, PO Box 506551, Dubai, UAE.

Country and Region Specific Disclosures

U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by
JPMSL. Investment research issued by JPMSL has been prepared in accordance with JPM SL's policies for managing conflicts of interest arising
as aresult of publication and distribution of investment research. Many European regulators require afirm to establish, implement and maintain
such apolicy. This report has been issued in the U.K. only to persons of akind described in Article 19 (5), 38, 47 and 49 of the Financia Services
and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons'). This document must not be
acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relatesis only
available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons
regarded as professional investors (or equivalent) in their home jurisdiction. Australia: This material isissued and distributed by JPMSAL in
Australiato “wholesale clients” only. JPMSAL does not issue or distribute this material to “retail clients.” The recipient of this material must not
distribute it to any third party or outside Australia without the prior written consent of JPMSAL. For the purposes of this paragraph the terms
“wholesale client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001. Germany: This materia is
distributed in Germany by J.P. Morgan Securities Ltd., Frankfurt Branch and J.P.Morgan Chase Bank, N.A., Frankfurt Branch which are
regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht. Hong Kong: The 1% ownership disclosure as of the previous month end



Seshadri K Sen, CFA Asia Pacific Equity Research
(91-22) 6157-3575 30 November 2010 J.PMorgan

seshadri.k.sen@jpmorgan.com

satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities
and Futures Commission. (For research published within the first ten days of the month, the disclosure may be based on the month end data from
two months' prior.) J.P. Morgan Broking (Hong Kong) Limited is the liquidity provider for derivative warrants issued by J.P. Morgan Structured
Products B.V. and listed on the Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx website:
http://iwww.hkex.com.hk/prod/dw/L p.htm. Japan: Thereisarisk that aloss may occur due to a change in the price of the sharesin the case of
share trading, and that aloss may occur due to the exchange rate in the case of foreign share trading. In the case of share trading, JPMorgan
Securities Japan Co., Ltd., will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the
commission rate which was individually agreed between JPMorgan Securities Japan Co., Ltd., and the customer in advance. Financial Instruments
Firms: JPMorgan Securities Japan Co., Ltd., Kanto Local Finance Bureau (kinsho) No. 82 Participating Association / Japan Securities Dealers
Association, The Financial Futures Association of Japan. Korea: Thisreport may have been edited or contributed to from time to time by
affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul Branch. Singapore: JPMSS and/or its affiliates may have a holding in any of the
securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures
section above. India: For private circulation only, not for sale. Pakistan: For private circulation only, not for sale. New Zealand: This
material isissued and distributed by JPMSAL in New Zealand only to persons whose principa business is the investment of money or who, in the
course of and for the purposes of their business, habitually invest money. JPMSAL does not issue or distribute this material to members of "the
public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must not distribute it to any third
party or outside New Zealand without the prior written consent of JPMSAL. Canada: The information contained herein is not, and under no
circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of
an offer to buy securities described herein, in Canada or any province or territory thereof. Any offer or sale of the securities described herein in
Canadawill be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only
by a dealer properly registered under applicable securities laws or, dternatively, pursuant to an exemption from the dealer registration requirement
in the relevant province or territory of Canadain which such offer or sale is made. The information contained herein is under no circumstances to
be construed as investment advice in any province or territory of Canadaand is not tailored to the needs of the recipient. To the extent that the
information contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a province or territory
of Canada, any trades in such securities must be conducted through a dealer registered in Canada. No securities commission or similar regulatory
authority in Canada has reviewed or in any way passed judgment upon these materials, the information contained herein or the merits of the
securities described herein, and any representation to the contrary is an offence. Dubai: This report has been issued to persons regarded as
professiona clients as defined under the DFSA rules.

General: Additiona information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan
Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any
disclosures relative to JPM S and/or its affiliates and the analyst’s involvement with the issuer that is the subject of the research. All pricing is as
of the close of market for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this
material and are subject to change without notice. Past performance is not indicative of future results. This material is not intended as an offer or
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account individual
client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies to
particular clients. The recipient of this report must make its own independent decisions regarding any securities or financia instruments
mentioned herein. JPMS distributes in the U.S. research published by non-U.S. affiliates and accepts responsibility for its contents. Periodic
updates may be provided on companies/industries based on company specific developments or announcements, market conditions or any other
publicly available information. Clients should contact analysts and execute transactions through a J.P. Morgan subsidiary or affiliate in their home
jurisdiction unless governing law permits otherwise.

“Other Disclosures” last revised September 1, 2010.

Copyright 2010 JPMorgan Chase & Co. All rightsreserved. Thisreport or any portion hereof may not be reprinted, sold or
redistributed without the written consent of J.P. Morgan.



