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Wipro 

Issue Details  

Offer Period 30th Nov - 2nd Dec, 
2021 

Price Band INR.870 to INR.900 

Bid Lot 16 

Listing BSE&NSE 

Issue Size (no. of 
shares in mn)                             

80.65 

Issue Size (INR. 
in bn) 

72.49 

Face Value 10 

Issue Structure  

QIB 75% 

NIB 15% 

Retail 10% 

BRLM  

Axis Capital,  
Kotak Mahindra Capi-
tal, BofA Securities,  

CitiGroup Global, ICICI 
Securities, CLSA India, 
Credit Suisse Securi-
ties, Jefferies India, 
Ambit Pvt Ltd, DAM 

Capital, IIFL Securities, 
SBI Capital Markets  

Registrar KFinTech Pvt. Ltd.  

Company Overview 

Incorporated in 2005 as a (SAHI) Standalone Health Insurance Company, Star Health, is and contin-
ues to be the largest private health insurer in India with a market share of 15.8% in the Indian health 
Insurance market. They offer wide range of products and comprehensively cover areas of retail 
health, group health, personal accident and overseas travel. Retail health accounts for 87.9% of their 
total GWP ie Gross Written Premiums and it gives them a massive share of 31% in the Retail Insur-
ance market. They have successfully built one of the largest health insurance hospital networks in 
India, with more than 11,778 hospitals as of September 30, 2021. Star India also has a huge distrib-
utor network of  over 700 health insurance branches spread across 26 states and 4 union territories 
in India giving them a pan India presence. Their management team has extensive experience in 
health insurance sector and their leadership has led to Star Health becoming a trust worthy brand 
and in 2021 they even received numerous industry accolades making them standout in the Health 
Insurance Sector. This  IPO is backed by Mr Rakesh Jhunjhunwala, who along with his wife holds 
18% stake in the company and shall continue to remain an investor in the company after the listing. 

Objects of the issue 

The IPO proceed will be used towards the following purposes; 

 Augmentation of capital base and maintenance of current solvency levels. 

 General corporate purposes. 

Investment Rationale 

Large and well spread network leading to superior operating performance 

Star Health has the over 700 branches supplemented by a network of 562 sales manager stations 
and over 6892 in house sales managers. Their agents account for 59.9% of the total number of 
agents in the SAHI sector as per CRISIL Research. The total number of their individual agents grew 
at a CAGR of 27.3% from FY19 to FY21 and was 0.51 million as of Sept‘21. Their agency distribu-
tion channel includes corporate banks like Punjab National Bank, other corporate agents like Policy 
Bazaar, Paytm and they have diversified into online sales through tele marketing enabling them to 
distribute policies with reduced costs. On the financial front, Star has a solvency ratio of 1.52x, com-
pared to the IRDAI prescribed control level of 1.50x. The GWP of the Indian retail health insurance 
segment grew 28% YoY in FY21 due to COVID-19 while their retail health GWP grew at a CAGR of 
32.5% from FY19 to FY21. They had a retail health GWP of INR 8,215.09 crore and INR 4,339.92 
crore in FY21 and the 6 months ended Sept’21, respectively. Historically they have been maintaining 
a Combined Ratio of approx. 93% but in FY21, it increased to 114.8% mainly due to withdrawal from 
a reinsurance treaty and the unprecedented Covid-19 crisis.  

Leading private health insurer with domain expertise 

Star Health develops its products through innovation-driven product development process, which 
includes extensive market research in which it analyses market demand, coverage gaps and profita-
bility. Their premium product “Star Comprehensive Insurance Policy” has additional coverage and 
higher sum assured than its traditional policies. They have an in-house claim management system 
and till date they have processed 7 million claims. In Fiscal 2021 and in the six months ended Sep-
tember 30, 2021, approximately 94.1% and 89.9%, respectively, of its health claims settled were 
processed within 30 days. Their in house medical expertise and extensive hospital network has lead 
to high quality of medical services provided to their customers. They have invested in digital technol-
ogies and data platforms for automation of its business processes and have come up with “Star At-
om” and  “Star Power” for making the customer experience effective and efficient. 

Valuation and Outlook 

The profitability of the health insurance sector depends upon customer loyalty and lower claims ratio. 
Due to the onset of the pandemic, Star Health's claims have risen. They have settled over 1.5 lakh 
Covid-19 claims in FY21, and 1.9 lakh claims up to 30th September FY22. The gross claims incurred 
on account of Covid-19 have been INR 16.4bn in FY21 and INR 18.1bn in H1FY21. This has led to 
41% increase in net claims paid. As a result, their combined ratio has come to 119.2% in H1FY22 
from 114.8% in FY21. With the rise in Covid cases worldwide and the new covid variant, the compa-
ny’s profitability remains at risk. At the upper price band, the stock is valued at 12.25x FY21 P/BV 
(based on post-issue equity). Considering the adverse effects of the pandemic and the company's 
ongoing losses, we give an “AVOID” rating for this issue.  
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Particulars Pre Issue % Post Issue % 

Promoter 62.75% 55.10% 

Promoter 
Group 

3.47% 3.32% 

Public 33.78% 41.58% 

Total 100% 100% 

(Assuming issue subscribed at higher band) 

Research Team - 022-61596407 

AVOID 
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Source: RHP, BP Equities Research 

Income Statement (In mn) 

 Cash Flow Statement (In mn) 

Particulars  FY20   FY21   H1FY22   FY19  

Cash Flow from operating activities         6,474          8,904         (822)         7,764  

          

Cash flow from investing activities     (10,060)     (24,182)   (13,169)       (7,313) 

          

Cash flow from financing activities         1,219        26,135        4,691          3,334  

          

Net increase/(decrease) in cash and cash equivalents       (2,367)       10,856      (9,300)         3,785  

          

Cash and cash equivalents at the beginning of the period         7,502          5,135     15,991          3,716  

         

Cash and cash equivalents at the end of the period         5,135        15,991        6,691          7,502  

Particulars   FY19   FY20   FY21   H1FY22  

Revenue      

Premium from direct business written             54,153             68,907               93,490             90,370  

Premiums earned (net)            35,795             46,930               50,228             73,717  

Other Income               1,340                1,920                 2,610                3,960  

Total Income            37,135             48,850               52,838             77,677  

Claims incurred (net)            22,976             30,874               43,695             57,450  

Commission               2,638                3,409                 5,838                9,282  

Operating expenses relating to insurance business               9,870             10,960               14,014             14,854  

Operating Profit/(Loss)               1,651                3,607             (10,708)             (3,909) 

Income from Investments                  614                1,011                 1,631                2,221  

Other Income                      -                         -                          -                       90  

Total Income               2,265                4,618                (9,077)             (1,598) 

Provisions (Other than for taxation)                    40                    (35)                    344                        1  

Other Expenses                  400                   520                 1,038                   359  

Profit before tax               1,825                4,133             (10,459)             (1,958) 

Provision for taxation                  540                1,450                (2,200)                (150) 

Profit after tax               1,285                2,683                (8,259)             (1,808) 

EPS                       3                        5                     (17)                     (7) 

Source: RHP, BP Equities Research 



Star Health & Allied Insurance Co Ltd                                                                       IPO Note                                                                                                    

Institutional  Research                           BP Equities Pvt. Limited (www.bpwealth.com)                       29/11/202 1            3  

            BP Equities reports are also available on Bloomberg [BPEP <GO>]  

    B P    W E A L T H 

Key Risks  

 The company depends on accuracy and completeness of information provided by or on behalf of their customers and counterparties 
for pricing and underwriting of insurance policies, handling claims, and the unavailability or inaccuracy of  this can affect the business 
and limit the functionality.  

 The company is dependent on their business reputation, brand image and market perception, and any negative publicity could have a 
material effect on their business and operations. 

 COVID-19 pandemic has affected their business as they have seen significant increase in claims which affects their overall financial 
position. Any future waves will  affect their profitability and disrupt the business.  

Balance Sheet (In mn) 

Source: RHP, BP Equities Research 

Particulars  FY19   FY20   FY21   H1FY22  

 Source of Funds         

 Share Capital           4,556            4,906             5,481               5,533  

 Share Application money           3,500  -   -   -  

 Employee Stock outstanding    -   -                     3                       7  

 Reserves and Surplus           5,871         11,530           36,758             37,652  

 Fair Value Change Account- Shareholder   -                 11                 (29)                    21  

 Fair Value Change Account- Policyholder   -                 20                 (47)                    36  

 Borrowings           2,500            2,500             2,500               6,500  

 Total       16,426         18,968           44,666             49,749  

 Application of Funds         

 Investments- Shareholders           9,523         14,782           26,321             32,005  

 Investments- Policyholders        20,778         28,117           42,046             54,030  

 Loans   -   -   -   -  

 Fixed Assets              981            1,019                 990               1,155  

 Deferred Tax Assets           1,420            1,467             4,213               5,492  

 Current Assets  -  - - - 

 Cash and bank balance           8,930            6,114           18,790               8,781  

 Advances and other assets           7,093            9,767           12,650               6,158  

 Subtotal (A)        16,023         15,882           31,440             14,940  

 Current Liabilities           9,023         11,794           15,643             15,670  

 Provisions        24,919         30,506           51,946             53,250  

 Subtotal (B)        33,943         42,300           67,589             68,920  

 Net Current Assets        (17,920)       (26,418)        (36,149)          (53,980) 

 Miscellaneous Expenditure   -   -   -   -  

 Debit balance in Profit and loss Account           1,644   -             7,245             11,048  

 Total       16,426         18,698           44,666             49,749  
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Analyst (s) holding in the Stock :  Nil 

Analyst (s) Certification: 

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our 
personal views about any and all of the subject issuer (s) or securities. We also  certify that no part of our compensation was, is, or will 
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities). 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not 
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation 
would be illegal.  

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so 
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our 
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.  

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any 
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any 
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied 
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own 
investigations. 

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to 
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.  

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any 
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or 
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction. 
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