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Company Background Company Summary
Desh General Insurance Company Limited (DGIC) is a non-life insurance company Post IPO No. of Shares (Mn) 40.0
whose services include fire insurance, money insurance, marine insurance, motor Post IPO Paid up capital (BDT Mn) 400.0
insurance, and miscellaneous insurance. DGIC was incorporated in 2000 as a Pre IPO Paid up capital (BDt Mn) 240.0
public limited company and now has 25 branches. 16 out of its 25 branches are New Shares Issued (Mn) 16.0
situated in the capital city, Dhaka. DGIC has no subsidiary or associate company. IPO Proceeds (BDT Mn) 160.0
DGIC has 14 directors on its board. The chairman of DGIC is Md. Jashim Uddin Face Value 10.0
who sits on the board of 25 companies, most of which are concerns of Bengal Market Lot 500.0
Group. Mr. Mohd. Abul Kashem is the CEO of DGIC. He has experience of 34 Free Float 40%
years. He used to work in Asia Insurance Co. Ltd before joining DGIC. Accounting Year End December
Auditor Rahman Mostafa Alam & Co

The Net Premium breakdown of DGIC is provided below: Prime Finance Capital

Issue Manager Management Ltd.

Particulars Net Premium in BDT Mn (2019) Contribution
Fire Insurance 41 24.4% Income Statement
Marine insurance 92 °5.0% mm BDT 2016 2017 2018 2019
Motor Insurance 28 16:4% " Gross Premium Income 146 161 203 308
Misc Insurance 6 3.5% .
. Net Premium Income 81 90 102 168
Marine Hull Insurance 1 0.7% Commission on re-
Total 168 100.0% insurance Ceded 14 5 22 24
IPO Details Total Iqsurance Income 125 156 193 350
— — - - - - Net Claim (22) (20) (38) (104)
'E)q(;‘tlr?oémll raise BDT 160 Mn as initial public offering (IPO) through the fixed price Agency Commission (15) (17) (20) (35)
’ Expense of Management (28) (34) (45) (78)
The breakdown of the IPO proceeds is shown below: Total Cost of Service (98)  (107) (144)  (284)
Underwriting Profit 27 49 48 66
Use of IPO Proceeds BDT mn % of Proceed |nyvestment Income 6 11 17 19
Investment in FDR & Treasury Bond. 118 74.0% General & Administrative
Investment in Capital Market 32 20.0% Expense (12) (20) (19) (30)
Sub Total 150 94.0% Profit befqre Tax 21 M 47 54
IPO Expense 10 6.0% Tax Provision (C)] (20) (23) (22)
Total 160 100.0% Net Profit after Tax 12 21 24 33
. EPS (BDT) 1.20 0.87 1.00 1.36
Key Points Post-IPO EPS (BDT) 0.31 0.52 0.60 0.81
e  Bangladesh’s insurance industry is a supply-driven industry rather than a Balance Sheet
demand-driven one. The culture of Bangladesh is such that people prefer to MM BDT 2016 2017 2018 2019
go along with more risk rather than opting for insurance. The sentiment |nvestment (incl. Fixed Deposit) 97 240 246 246
against insurance companies is also fueled by the possibility of unapproved giyoq Assets & ROU 78 108 122 140
claims and hidden charges. The bulk of the insurance policies sold by the Cash & Equivalents 14 18 18 18
general insurance companies are due to the insurance being a requirement q
for other services. Moreover, there are 46 general insurance companies in an  Other Current Assets 133 160 188 289
industry of BDT 45.5 Bn gross premium (as of Dec’19) which makes the Total Assets 322 527 573 694
industry extremely competitive. Only 5 players have a market share of greater Paid Up Capital 102 240 240 240
than 5%. Desh General Insurance has a market share of only 0.57% as of Reserves 10 5 5 5
Dec'19. Profit & Loss Appropriation A/C 13 26 26 34
L] Among the company’s 14 directors, three are independent directors. This is Shareholders’ Equity 125 271 271 279
compatible with the rule for listed companies having one-fifth independent Balance of Fund Accounts 33 36 41 68
directors. Moreover, there is no family relationship among the directors. No  Bank Loan & Lease Liabilities 21 49 76 92
director has any significant holding of the company. Other Liabilities 143 171 185 255
o DGIC’s management expense ratio and administrative expense ratio are on Total Liabilities & Provisions 197 256 302 415
par with its peers that portray its efficiency in managing operating costs. But Total Equity & Liabilities 322 527 573 694
DGIC’s much higher claims ratio has pulled the combined ratio 38% above its NAVPS (Post-IPO) 313 6.76 6.76 6.97
competitors in 2019. Inefficiency in predicting loss exposure and managing
risk may have led to this higher claims ratio. Cash Flow Statement
®  DGIC has shown substantial progress in terms of growth in its profit. Its MM BDT 2016 2017 2018 2019
NPAT had a CAGR of 30.1% in the last 5 years. The peers of DGIC, on the Operating Activities 29 47 26 37
other hand, did not show any improvement in premium or profit growth in  |nvesting Activities (48) (182) (28) 21)
2019. DGIC’s underwriting profit margin is in a similar range to its peers Financing Activities 15 139 3 (15)
which shows that in terms of efficiency in its core business, it can provide a Net Cashflo 4 4 0 0
similar output. However, the return on investments of DGIC signals strong w @
investment management compared to its peers. Ratios
° Based on the profitability ratios of 2019, DGIC has a positive and upward 2017 2018 2019 Peer Avg (2019)
trend over its peers in terms of return on its asset and equity in the year 2019.  Underwriting Profit
DGIC's 11.9% ROE, signifies that although its peers are facing difficulty, it Margin 30.7% 23.8% 21.4% 20.0%
still has managed to dispense better return to its equity holders compared to  Net Profit Margin 13.0% 11.8% 10.6% 16.5%
the industry. Return on Asset 49% 4.4% 51% 41%
®  DGIC has been consistent in disbursing dividends to its shareholders for the ~Return on Equity 10.6% 8.9% 11.9% 7.2%
past three years. A continuation of such a trend will be positive for the Return on Investments 9.1% 12.4% 11.9% 5.6%
investors. Retention Ratio 55.6% 50.3% 54.5% 54.7%
. . Administrative Exp. Ratio 60.2% 62.5% 64.2% 62.3%
Comparable & Trading Multiples Management Exp. Ratio  61.9% 61.4% 70.5% 84.0%
Trailing P/E multiples of other listed comparable stocks (having similar market Claims Ratio 22.1% 37.1% 61.8% 10.5%
share) in the Insurance sector are given below: Combined Ratio 84.0% 98.5% 132.3% 94.4%
i Dividend Payout Ratio 114.3% 99.9% 88.5% 85.4%
DSE Ticker ~ MarketShare  MarketCap  TTM Earnings PIE Gross Premium Growth ~ 10.5% 26.3% 51.5% 7.2%
CARNAPHULI Efg}?/’ (‘31"322;":) (B'Z; '2““) pus Net Premium Growth 10.2% 14.1% 64.3% 3.0%
017 o2 - -0X Underwriting Profit
JANATAINS 0.68% 1319.3 60.8 217 Growth 80.8% -2.3% 36.4% 16.9%

DHAKAINS 0.82% 1,661.2 97.0 17.1x NPAT Growth 71.1% 14.4% 35.6% -0.4%
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IMPORTANT DISCLOSURES

Analyst Certification: Each research analyst and research associate who authored this document and whose
name appears herein certifies that the recommendations and opinions expressed in the research report
accurately reflect their personal views about any and all of the securities or issuers discussed therein that are
within the coverage universe.

Disclaimer: Estimates and projections herein are our own and are based on assumptions that we believe to be
reasonable. Information presented herein, while obtained from sources we believe to be reliable, is not
guaranteed either as to accuracy or completeness. Neither the information nor any opinion expressed herein
constitutes a solicitation of the purchase or sale of any security. As it acts for public companies from time to time,
BRAC-EPL may have a relationship with the above mentioned company(s). This report is intended for distribution
in only those jurisdictions in which BRAC-EPL is registered and any distribution outside those jurisdictions is
strictly prohibited.

Compensation of Analysts: The compensation of research analysts is intended to reflect the value of the
services they provide to the clients of BRAC-EPL. As with most other employees, the compensation of research
analysts is impacted by the overall profitability of the firm, which may include revenues from corporate finance
activities of the firm's Corporate Finance department. However, Research analysts' compensation is not directly
related to specific corporate finance transaction.

General Risk Factors: BRAC-EPL will conduct a comprehensive risk assessment for each company under
coverage at the time of initiating research coverage and also revisit this assessment when subsequent update
reports are published or material company events occur. Following are some general risks that can impact future
operational and financial performance: (1) Industry fundamentals with respect to customer demand or product /
service pricing could change expected revenues and earnings; (2) Issues relating to major competitors or market
shares or new product expectations could change investor attitudes; (3) Unforeseen developments with respect
to the management, financial condition or accounting policies alter the prospective valuation; or (4) Interest rates,
currency or major segments of the economy could alter investor confidence and investment prospects.
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