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EV Valuation Methodology & Assumptions

Methodology

= BLA has adopted a traditional discounted
cash flow methodology to determine the = Risk Discount Rate 9% (2014: 10%)

components of Embedded Value (EV) , » Investment Return 4.25% (2014: 4.75%)
» |t is a common methodology used by life

insurance companies in Asia at the current | | * Capital Adequacy Ratio 140%

time (2014 : 140%)
= Tax Rate 20% from 2015 onwards
Component of EV (2014 : 20%)

Excess of market value = Lapse, mortality, morbidity and expense
of assets over statutory assumption are prudent best estimate of
liabilities BLA's future experience based on recent

+ experience studies and business
environment in Thailand.

Discounted value of
VIF _ distributable earnings
(Value of In-force Business) .
from In-Force business
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Presentation Notes
BLA has adopted the Traditional EV methodology this year which is consisted of 2 Parts;
Adjusted Net Worth (ANW)  : The excess of market value of assets over statutory liability which can be obtained from financial statement and RBC figure.
Value of Inforce Business (VIF)  : present value of distributable earning from inforce business which is estimated by actuarial model with best estimate assumption.

In calculating the VIF (and also VNB), the BE assumption are categorized into 2 parts; Economic and Non-economic assumptions;
Economic Assumption;
RDR 9% (decreases by 100bps from last year) 
ROI 4.25% (decreases by 50bps from last year)
Capital adequacy ratio 140% (remain unchanged)
Tax rate 20% (remain unchanged)
RDR and ROI are lowered in order to reflect the current and future economic outlook

Non-Economic assumption;
	For example, Lapse, Loss, mortality assumptions are derived from BLA’s experience and business environment in Thailand. These assumptions are the same as we calculate statutory liability (reserve) as disclosed earlier this month.




Summary of results

EV (MB) VNB (MB)
51,240
47,785 1910 ) g62
1,605
1,441
32,641
30,610 143
25,406 I I I

2011 2012 2013 2014 2015 2011 2012 2013 2014 2015
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Overview of the result,
EV increase moderately from 2014, and steadily grew from since 2011
VNB 2015 increase by approximately 300MB from 2014. However, still lower than 2011-2013



EV Increases Moderately from 2014
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: Exclude gap between fair and :

" book value of bonds, and ,'

“~ impact of assumption change =~
Number of 1,698 1,704 1,704

share (Million)

By e 28.14 30.07 30.86
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EV 2015 increase
3,455 MB from 2014
(+7%0).

Although the change of
assumption (especially
ROI) negatively impact
VIF, the EV still grow
from 2014 because of
increase in ANW from
the fair market value of
current bond holdings as
the market interest rate
dropped.

If we exclude the gap
between fair and book
value of bond, and
impact from assumption
change, EV 2015 is
52,585 MB (close to that
before excluding
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To compare EV in 2015 with 2014, we do compare in both ANW and VIF.

It is found that ANW increases significantly from 2014. The main reason is the increase in fair market value of bond due to the drop in market interest. However, the change of assumption (especially ROI) results in lowered VIF. Thus, in total, the final EV 2015 (middle) still higher than 2014 by 3,317 MB (7%).

[ If we ignore the impact of assumption change, EV (right) increases by 7,413 (17%)  ]



EV increases from several components, but
assumption change has a large negative effect

EV Movement (M Baht)

+755 -4,013
+2,063
+2,229 -106
+2,647
-120
Non- Expected Value of
Earning Return on New Experience  Assumption Capital
2014 Adjustment IF business Business Variance Change Movement Other 2015
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VNB Increases Moderately from 2014

2,000

VNB (MB)
1,441
1,143 @
2014 2015
VNB margin* 15.6% 13.8%
ANP (MB)
10,462
7338 +43%

2014 2015

1
. assumption change

2015
Exclude impact of

19.1%

» VNB 2015 increase

If exclude impact of assumption

moderately from 2014
(+26%0)

Although the change of
assumption (especially ROI)
negatively impact to VNB 2015,
the VNB 2015 still grow from
2014 because of increase in ANP.

change in order to compare the
sale performance, VNB increase
significantly by 75% (2,000 MB) .

*Remark: VNB Margin = VNB/ANP.

Annualized New Premium (ANP)
include 100% of regular premium and
10% of single premium
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The same pattern also apply to VNB,

As we compare the final VNB2015 (middle) with VNB2014, VNB grew approx. 300MB (27%) because we sale High profit product comparative to 2014.
This reason is confirmed by the ANP figure which is calculated from 10% of SP product FYE + 100% of regular product FYP

However, the VNB margin is lowered due to assumption change




VNB margin increases resulted from change of product mix However,
decrease largely from assumption change (especially ROI)

VNB Margin Movement

2014 Product Mix Change Assumption Change 2015
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For the detail of VNB margin movement, it can be seen that the change of product mix (i.e. more profitable product) results in higher VNB margin. Thus, lowered by the effect of assumption change (especially ROI).



Sensitivity of EV and VNB to changes in ROI

2015 EV (MB) 2015 VNB (MB)
1,840
54,504
1,441
51,240 1,040
47,970
ROI4.5% ROI4.25% ROI4.0% ROI4.5% ROI4.25% ROI4.0%
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Since ROI is essential to EV and VNB, the graphs here are showing the sensitivity for EV and VNB as ROI move up/down by 25 bps.
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Sensitivity of EV and VNB to changes in RDR

2015 EV (MB) 2015 VNB (MB)

52,783 1,657

1,441

1,246
51,240

49,833

RDR8% RDR9% RDR10% RDR 8% RDR 9% RDR 10%
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Since RDR is used as the discount factor to the profit, the impact of change in RDR is opposite to the ROI.



VIF Sensitivity

BLA’s VIF is highly sensitive to change in Return on Investment (ROI)

Base 8,324
ROI -25bps +3,264, 39% ROI +25bps
Cap Rigtéi;fment +1,726, 21% Cap R?gg;‘?ment
RDR +100bps +1,543, 19% RDR -100bps
Mortality +10%b -427, -5% +434, 5% Mortality -10%0
Morbidity +10% -423, -5% +423, 5% Morbidity -10%
Expense +10%0 -283, -3% +283, 3% Expense -10%bo
Lapse +10% -133,-1.6% @§ +145, 1.7% Lapse -10%

USdn NSLINWUSEALG3A 91ria (MKLL)
BANGKOK LIFE ASSURANCE PUBLIC COMPANY LIMITED



VNB Sensitivity

BLA’s VNB 2015 is highly sensitive to change in Return on Investment (ROI)

Base 1,441

Cap Requirement

- - 0,
mczo [
RDR +100bps -194 (-13%) -

Mortality +10%b -58 (-4%)

Morbidity +10%0 -45 (-3%)

Expense +10%0 -49 (-3%)
Lapse +10%0 -43 (-3%)

+400 (28%) ROI +25bps

+174 (12%) Cap Requirement

-25%
+216 (15%) RDR -100bps
+59 (4%) Mortality -10%0
+45 (3%) Morbidity -10%b6
+49 (3%) Expense -10%o
+47 (3%) Lapse -10%0
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