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Abstract

Abstract

The disposable income of Chinese residents experiences a substantial increase in
the 30 years of reform and opening up, bringing the high-speed development of the
domestic insurance market. Thus many large insurance companies such as Ping An
Insurance (Group) Company Of China and China Life Insurance (Group) Company
experience a rapid growth. However, with the advance of the process of financial
globalization, China's financial openness is getting higher and higher, a large number
of international capital influx in the country, especially a large number of foreign
insurance companies, which will allow local insurance companies face enormous
challenges. In response to competition and increase risk resilience, some large
domestic insurance companies have listed in recent years. Therefore, how to assess
the quality and investment value of listed insurance company become one of the hot
issues in the academic and practice. This article combines qualitative and quantitative
analysis methods, analyze the investment value of Ping An and China Life from the
industry as well as the company's business fundamentals., and uses the embedded
value method, which always used in the theory and practice, to evaluate the value of
the two listed insurance companies.

The basic configuration of the article is as below:

Chapter 1 introduces and analyzes the profiles, industry status, ownership
structure and principal financial position of Ping An and China Life, to understand the
background and significance of the studies.

Chapter 2 briefly introduces the development of the domestic insurance industry,
and analyzes the aspects of pattern of internal competition, barriers to entry and
alternative products on domestic insurance industry.

Chapter 3 analyzes the realization of assets and asset operational capability of
Ping An and China Life in recent years. And then analyzes the asset quality of the two
listed insurance companies.

Chapter 4 analyzes the operating conditions of the two listed insurance
companies from the aspects of customer resources and marketing channels, premium
income, investment structure, insurance payments and cost conditions.

Chapter 5 analyzes the two listed insurance company's short-term solvency
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indicators, the long-term solvency indicators and solvency adequacy ratio indicator,
which are the requirements of regulatory authorities.

Chapter 6 analyzes the profitability of the two listed insurance companies,
combined earnings structure analysis. And use DuPont analysis to analyze the whole
profitability of the two listed insurance companies with the selection of earnings per
share as core indicators.

Chapter 7 evaluates the value of the two listed insurance companies using the
embedded value method, and uses the sensitivity analysis to give a reasonable price
range of the two listed insurance companies.

This paper reveals that China Life is stronger than Ping An in asset quality,
operating conditions and solvency. While Ping An is stronger than China Life in
premium income growth rate and profitability. The reasonable stock price of Ping An
is RMB57.33, and reasonable price range is RMB54.47-60.20; The reasonable stock
price of China Life is RMB19.39, and reasonable price range is RMB18.42-20.36. On
December 31, 2012, the market prices of Ping An and China Life are 45.29 and 21.40.
So we found that the market price of Ping An is undervalued and the market price of

China Life is slightly overestimated in the current market.

Keywords. Insurance companies; Value estimate; The embedded value
method
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