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Bajaj Auto races ahead
of Hero on bourses

Carlyle sells 4.2% in SBI Life for ~4,061 crore
A BOOSTER

SBI Life Insurance Co

SUBRATA PANDA

Price in ~

The m-cap gap is widest despite Hero’s better sales and volumes
KRISHNA KANT

Mumbai, 7 May

B

ajaj Auto is yet to dislodge
Hero MotoCorp from the
pole position in the Indian
two-wheeler market. The Punebased automaker sold 3.97 million
vehicles in FY21 against Hero
MotoCorp’s 5.8 million units. The
number for Bajaj Auto includes three-wheelers, unlike Hero that only
sells motorcycles and scooters.
Despite being relatively small in
terms of revenues and sales volumes, Bajaj Auto is miles ahead of
its rival on the bourses.
Bajaj Auto ended Friday with a
market capitalisation of ~1.12 trillion,
nearly double the Hero MotoCorp's
m-cap of ~57,000 crore. This is the
biggest gap the m-cap of the two
companies ever since Bajaj Auto first
overtook its rival in value terms in
July 2010. In contrast, Hero's net
sales of around ~31,000 crore in FY21
was 14 per cent higher than Bajaj's.
And there is no sign of the gap
closing anytime soon. Bajaj Auto mcap is up 34 per cent in the past six
months, against just a 2 per cent rise
in Hero MotoCorp. Hero continues
to lag its rival despite its better sales
performance. Hero MotoCorp sales
volumes were down 9.3 per cent in
FY21, against a 13.9 per cent decline
reported by Bajaj Auto.
Analysts attribute Bajaj superior
performance on the bourses to its
higher headline profit and superior
margin. The Pune automaker generates more profit for every rupee of
revenues, compared to its Delhibased rival. “Premiumisation continues to be the key strategy for Bajaj
Auto. This is reflected in the market
share gain in the 125cc segment with
Pulsar 125cc (19 per cent in Q4FY21
versus 7 per cent in FY20) and the
rising share of 110cc and disc brake
& electric start variants in the entry
segment,” write Chirag Shah of
Edelweiss Securities.
Bajaj Auto reported a net profit
of ~4,857 crore in FY21, nearly 66 per
cent higher than Hero Moto's ~2,918
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Private equity (PE) major Carlyle
on Friday sold 4.2 per cent in SBI
Life Insurance Company. The
share sale was done on the BSE’s
pre-market block window at ~960
per share.
CA Emerald Investments, an
affiliate of Carlyle Asia Partners,
sold a total of 4.23 million shares
for ~4,061 crore, the data provided
by the exchange showed.

More than three dozen institutional investors were among the
buyers.
ICICI Prudential Mutual Fund
picked up 9 million shares worth
~864.0 crore, while Aditya Birla
Sun Life Mutual Fund and
Government of Singapore 4.6 million and 3.5 million, respectively.
Prior to the stake sale, CA
Emerald held 60 million shares (6
per cent) stake in the company.
In March 2019, the US-based PE
firm had acquired a 9 per cent

stake in SBI Life for $653 million
(~4,632 crore) from France’s BNP
Paribas.
Later in November 2019,
Carlyle offloaded a 3 per cent stake
at ~938 per share to raise ~2,814
crore.
Currently, SBI holds a 55.5 per
cent stake in SBI Life and BNP
holds only 0.2 per cent, while
Carlyle’s stake has declined to 1.8
per cent. Shares of SBI Life on
Friday closed at ~1,000, with a gain
of 3.22 per cent.

Group health cover easier to get if all participate
OPTIONS AVAILABLE
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Note: All numbers are consolidated and on trailing 12-months (TTM) basis

crore. This is primarily due to Bajaj’s
superior margin. The company
reported an Ebitda margin (including other income) of 22.1 per cent in
FY21 against Hero's 14.6 per cent.
Analysts also highlight that Bajaj
Auto revenues and profits have
grown at a faster clip in the last five
years than its rival. Bajaj’s net sales
have grown at a compound annual
rate (CAGR) of 4.1 per cent in five
years, against a 1.9 per cent CAGR
reported by Hero.
“We expect pressure on Hero’s
volume trajectory and expect it to
underperform its peers in the near
term in segments like scooters, premium motorcycles, and export markets. We believe that any meaningful
progress on these fronts will only be
visible in the medium term”, write
analysts at Nirmal Bang Securities.

Source: Capitaline

Another big reason for Bajaj's
higher earnings and market capitalisation is a much greater contribution from other income compared
to Hero. Bajaj Auto reported other
income of ~2,323 crore in FY21,
accounting for nearly 35 per cent of
its earnings. In comparison, Hero
MotoCorp other income was just
~610 crore in FY21, contributing just
13 per cent to its earnings. But, there
is only a small difference in the coreoperating margins of the two companies. This because Bajaj Auto was
sitting on cash & liquid investments
worth nearly ~20,000 crore at end
of March this year, against Hero's
cash & equivalent of nearly ~8,000
crore. So, Bajaj Auto is expected to
continue to earn much higher profits from investment income than
Hero Moto for now.

The demand for health insurance,
in the wake of the Covid pandemic, is high. But many people, especially the elderly, are finding it difficult to buy a retail health
insurance cover as they have preexisting diseases (PEDs).
Some, who have not done so
already, have enrolled in the
group medical cover offered by
their child’s employer (if it covers
parents). Some are also exploring
the possibility of purchasing a
group health cover through their
housing society’s resident welfare
association (RWA).
CanRWAsbuy?
An RWA can buy a group cover
for the people living in its housing society. Insurers are likely to
offer a quotation if
there are at least 100
participants.
However, a few barriers exist. When insurers offer a cover to an
employer, they get a
mix of young and old
employees aged 20-60.
Retirees get excluded.
That is not the case in
an affinity-based group,
like a housing society. Insurers
are comfortable offering a cover
if all the households enroll. “If,
say, only 150 of the 500 households participate, insurers may
not be comfortable offering a
cover. They know that those participating are the ones who are
unable to buy a retail cover,” says

employee’s spouse and child
only, few cover the parents
| If parents are covered,
employees often have to bear
the premium, or there is copay

| The elderly should try to
enroll for the group cover
provided by their child’s
employer
| But most companies
nowadays cover the
Kapil Mehta, co-founder and
managing director (MD), Secure
Now Insurance Broker.
The insurer may then
turn down the proposal or demand a high
premium.
Thecost
Insurers take the
group members’ age
into account when
deciding the premium.
“In case of a proposal
for a non-employer-employee
group cover, the premium will be
computed based on the group’s
demography,”
says
T
A
Ramalingam, chief technical officer, Bajaj Allianz General
Insurance.
Insurers are likely to charge a
premium of ~1,000-1,500 per lakh
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MONEY

| If the daughter or son moves
from being an employee to
working independently, the
cover is lost
| Group health covers by banks
are another option the elderly
should try, though they, too,
carry the risk of being
withdrawn
of sum insured for a younger person and ~8,000-10,000 per lakh
for an older person. Data on participants’ date of birth is used to
arrive at a blended rate.
Nohealthcheck-up
A group cover allows all members,
including the elderly, to be covered without undergoing a medical test. “These policies can also
be customised. Features can be
added or removed depending on
the premium,” says Indraneel
Chatterjee, co-founder and principal officer, Renewbuy.com.
These policies can have fewer
exclusions. Maternity cover can
be offered without a waiting period. The waiting period for PEDs,
which is two-four years in a retail
policy, can be shorter or even be
waived, based on the premium.

Renewalcanberefused
A group cover is issued for one
year. “At the time of renewal, the
insurer can refuse to renew the
policy, or remove certain features, if it has had an adverse
claim experience,” says Naval
Goel, CEO and founder,
PolicyX.com.
Insurers are bound by regulation to renew a retail policy for
the insured’s lifetime.
If the claim experience is
adverse, the insurer can demand
a steep hike in premium at
renewal. In retail policies, the
regulator usually allows insurers
to hike the premium after three
years and keeps an eye on the
quantum of hike.
WhatshouldRWAsdo?
Before approaching an insurer,
find out how many society members will participate. Also decide
whether the RWA or the individual members will pay the premium (insurers prefer the former).
Evaluate the policy features,
especially the exclusion period
for PEDs, room rent cap and other sub-limits (which should be
minimal).
A co-payment clause may not
be a bad thing. “The RWA may
agree to a 15 per cent co-pay to
keep the premium under control,” says Mehta.
A group cover’s sum insured
may not exceed ~1-5 lakh.
Insurers can also refuse to renew
it. So, members should purchase
a retail cover and not rely entirely
on the group cover.

