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THE ANNOUNCEMENT OF  

PING AN INSURANCE (GROUP) COMPANY OF CHINA, LTD. 

REGARDING THE DISCLOSURE OF RELEVANT REPORTS ON  

PING AN CORPORATE DAY – CORE FINANCE   

 

The board of directors and all directors of Ping An Insurance (Group) Company of China, Ltd. 

(hereinafter referred to as the "Company") confirm that there are no false representations and 

misleading statements contained in, or material omissions in this announcement, and severally and 

jointly accept the responsibility for the truthfulness, accuracy and completeness of the contents of 

this announcement. 

 

The Company will hold the “Ping An Corporate Day – Core Finance” event on Friday, October 

12, 2018, in which Ping An's Value Inside Out (III), Ping An Bank Transformation, Investment Risk 

Management and Technology Empowers PAL will be reported. 

 

Please refer to the attachments of this announcement as disclosed by the Company on the 

website of Shanghai Stock Exchange (www.sse.com.cn) on the same day for the details of the above 

reports. 

  

Attachments of this announcement on the website:  

 

1.  Ping An's Value Inside Out (III) 

2.  Ping An Bank Transformation 

3.  Investment Risk Management 

4.  Technology Empowers PAL 

   

    

The Board of Directors 

Ping An Insurance (Group) Company of China, Ltd. 

October 11, 2018    

http://www.sse.com.cn/


Jason Yao 

Group Executive Vice President & Chief Financial Officer 
& Chief Actuary 

2018.10.12   Shenzhen, China  

Ping An’s Value Inside Out 
(III) 



Cautionary Statements Regarding Forward-Looking Statement 

To the extent any statements made in this presentation containing information that is not historical are essentially forward-looking. These 

forward-looking statements include but are not limited to projections, targets, estimates and business plans that the Company expects or 

anticipates will or may occur in the future.  These forward-looking statements are subject to known and unknown risks and uncertainties that 

may be general or specific. Certain statements, such as those including the words or phrases "potential", "estimates",  "expects", "anticipates", 

"objective", "intends", "plans", "believes", "will", "may", "should", and similar expressions or variations on such expressions may be considered 

forward-looking statements. 

Readers should be cautioned that a variety of factors, many of which may be beyond the Company's control, affect the performance, 

operations, and results of the Company, and could cause actual results to differ materially from the expectations expressed in any of the 

Company's forward-looking statements. These factors include but are not limited to exchange rate fluctuations, market shares, competition, 

environmental risks, changes in legal, financial and regulatory frameworks, international economic and financial market conditions, and other 

risks and factors beyond our control. These and other factors should be considered carefully, and readers should not place undue reliance on 

the Company's forward-looking statements. In addition, the Company undertakes no obligation to publicly update or revise any forward-looking 

statement that is contained in this presentation as a result of new information, future events, or otherwise. None of the Company, or any of its 

employees or affiliates is responsible for, or is making, any representation concerning the future performance of the Company. 

Specification of Disclosure 

Value of new business stated in this presentation is of life and health insurance business unless otherwise specified, which is comprised of 

insurance business from Ping An Life, Ping An Annuity and Ping An Health. 

Growth rates disclosed in the charts and tables of this presentation are annual compound growth rates unless otherwise specified. 
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Important Notes 
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Ping An’s Booming Business  

3,360,312  

6,493,075  

2013 2017

28,154  

89,088  

2013 2017

Embedded Value 

Total Assets 
Net Profit Attributable to Shareholders 

of Parent Company 

NBEV 

33% 

329,653  

825,173  

2013 2017

26% 

18% 

18,163  

67,357  

2013 2017

39% 

+CAGR 
+CAGR 

+CAGR 

+CAGR 

Note: (1) EV and NBEV of 2013 are under Solvency I definition. Ping An has started to disclose EV and related data under C-ROSS definition as required by regulation. 

          (2) Source of data: Ping An’s annual reports.  
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The 4 

Main 

Concerns 

1 

2 

3 

4 

 Aging population and inflating medical costs 
 Increasing  income and insurance awareness 
 Low insurance penetration and coverage  

Environmental  Changes 
Encourage Upgrade 

 Resilient solvency position 
 Massive balance of residual margin  
 Excellent business quality and protection 

focused 
 Integrated financial and technology-empowered 

model  
 
 

Sustainable Future Profit  

 Balance and release of residual margin are vital 
parts of capital and profit 

 RM and VIF are both PV of future profit with 
differences in discount rate, tax and cost of 
capital 

Vital Source of Profit and Capital 

 Prudent risk discount rate 
 Account for long-term deterioration in morbidity 

rates 
 Prudent assumptions adding value proven by 

sequential positive operating variance 

Prudent Assumptions  

Is insurance consumption 
upgrade sustainable? 

Is Ping An Life’s steady growth 

sustainable during economic 

downturn? 

How to interpret residual 
margin? 

Are EV assumptions prudent and 
reasonable? 

Recap on Previously Addressed Life Insurance Topics  
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 IFRS9 

 Document 76 

 Document 134 

 Document 19 

 Reform on 
commercial auto 
insurance 
pricing  

• Implemented in 

Jan. 2018 

Life 

Group 

P&C 

• Announced in 

Sep. 2016 

• Announced in 

Jun. 2017 

• Announced in 

Apr. 2018 

• Ongoing since 2015 

 ROEV • Reflects underlying EV 

growth 

 

• Remove short-term 

fluctuations to capture 

underling results and 

trend  

 
• Analysis of the sources 

of Life profit 

• Disclose the drivers of 

residual margin 

changes  

 

 Operating profit 

 

 Movement of 
residual margin 

 

 Source of profit 

 

Return to insurance nature  

and tightened regulation 
Ping An proactively  

enhances disclosure 

• Disclose the drivers of 

available funds 

changes  

 

 Movement of 
available funds 

 

Regulation Reforms Promote Disclosure Enhancement  



CONTENTS 

1. How to Interpret Operating Profit 

2. How to Interpret ROEV 

3. Valuation Framework of Ping An  



CONTENTS 

1. How to Interpret Operating Profit 

• Background of operating profit 

• Source of earning of Life 

• Movement of residual margin 

• Profit drivers of non-life businesses 



2006 2017

Total Investment Yield

Long-term Investment Assumption (5%)

Substantial Impact of Discount Rate 

Change 

RMB 28.3 billion 

5% 

 

More Fluctuation under IFRS 9 

IAS39 IFRS9 
0 

 

  

Note: (1) Short-term investment variance is the variance between actual investment return of  L&H and the ultimate investment return assumption (5%), net of associated relevant 

impact on insurance and investment contract liability.  

2008 2017 

Hugh Investment Return Volatility 
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Operating Profit =  

Net Profit - Short-term Investment Variance(1) - Impact of Discount Rate Change - One-off Material Non-operating Items
 

Average investment 

rate is 5.6% 

0 

 0 

 

  Impact on reserve of discount rate change 

c. 4.9Times 

Operating Profit Provides a Clearer View of Underlying 

Results and Trends 

Financial assets accounted in FVPL 



Note: (1) The one-off material  non-operating item in 2017 is referred to impact of the restructuring of Ping An Good Doctor. 

          (2) Figures may not match the calculation due to rounding. 

For the 12 months ended 31/12/2017  

(in RMB Million) 

Impact of discount rate change (C) 

Short-term investment variance (B) 

Impact of one-off material non-

operating items (D) 

Net profit (A) 

Minority interests 

Net profit attributable to shareholders  

of the parent company 

  Excluding: 

Operating profit (E = A – B – C – D)  

Operating profit attributable to minority 

shareholders 

Operating profit attributable to 

shareholders of the parent company 

  4,532 

(21,213) 

 36,143 

  485 

 35,658 

 52,824 

696 

 52,128 

13,372 

65 

 13,307 

 13,372 

 65 

13,307 

 23,189 

9,740 

 13,449 

 23,189 

 9,740 

 13,449 

 (3,818)  

53  

(3,871)  

 (3,818) 

53 

 (3,871) 

 14,689 

    68 

 14,621 

  3,839 

  68 

  3,771 

  10,850 (1) 

  4,532 

(21,213) 

99,978 

10,890 

 89,088 

105,809 

11,101 

94,708 

  10,850 

 16,403 

481 

 15,924 

 16,403 

 481 

 15,924 

Life & 

Health P&C Banking 
Asset 

Management 
Fintech & 

Healthtech  
Other and 

elimination 
Group 

Investment Variance and Discount Rate Change Mostly 

Impact L&H 

9 



10 Note: Figures may not match the calculation due to rounding. 

Release of residual margin 

Spread income 

Return on net worth 

Operating variance and others 

Operating profit before tax 

Income tax 

Operating profit after tax 

2017 Portion(%) (in RMB Million) 

68.3% 

10.1% 

13.9% 

100.0% 

49,811 

7,357 

10,108 

72,912 

(20,088) 

52,824 

7.7% 5,637 

2016 

38,202 

5,648 

6,317 

53,882 

(13,365) 

40,518 

3,715 

Portion(%) 

70.9% 

10.5% 

11.7% 

100% 

6.9% 

Operating Profit of L&H is Mainly Driven by Release of 

Residual Margin and Operating Variance 



2016 Residual 

margin of L&H 

 

Expected 

interest 

growth 

2017 Residual 

margin of 

L&H 

Contribution 

from 2017 NB  

 

Release of 

residual 

margin 

Operating 

variance and 

others 

2017 NBEV Tax and  

capital cost 

Discount rate 

and other 

economic 

assumption 

differences 

 

others 

 

2017 Residual 

margin from 

NB 

Movement of Residual Margin Reconciliation from NBEV to RM of NB 
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(in RMB Million) 

Note: Figures may not match the calculation due to rounding. 

616,319 

454,705 

168,426 22,642 

(49,811) 

20,357 

+35.5% 

67,357 

39,761 

68,361 

(7,053) 

168,426 

Residual Margin Growth is Driven by Quality New Business 
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RM release pattern of SA type carrier is 

in line with pattern of # of policies 

change, which serves as carrier of most 

PA’s products 

Expected 

release of 

RM 

Balance 

of RM 

Balance 

of RM 

For the same set of policies, the 

higher the rate of release, the lower 

the remaining balance.  

High-value business is still able to 

maintain high RM balance even at 

high rate of release 

SA type carrier 

CV type carrier 

policies inforce 

RM Release Pattern Varies by Carriers. High-value Business is Still 

Able to Maintain High RM Balance Even at High Rate of Release 

SA type carrier 

CV type carrier 

High-value product under  
SA type carrier 

Low-value product under  

CV type carrier 

Note: SA = Sum-Assured; CV = Cash Value. 
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Release from in-force 

business of prior year   

Release from NB 

written in prior year 

Release from NB 

written in current year 

• Decreases as # of in-force business 

decreases   

• Affected by business scale and mix 

• The earlier the effective month, the 

higher the RMR to the effective year 

Residual Margin Release (RMR) 

= RMR from in-force business of prior year + RMR from NB issued in prior year + RMR from NB issued in current year 

• The RMR exposure is one whole year in 

the 2nd year and much higher than 

exposure in the 1st year, which is less 

than one year 

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

RM Release is Mostly Driven by In-force Business. New 

Business is Key to Future Growth 
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(in RMB Million) 

Note: Figures may not match the calculation due to rounding. 

- 

11,667 

Total invest-

ment income 

+ 

× 

Net earned 

premium 

188,219 

Premium 

income 

216,090 

Earned ratio 

87.1% 

× 

Combined ratio 

96.2% 

7,112 

Underwriting 

profit 

120 

Other net revenue 

and expense 

13,372 

Net Profit 

5,527 

Income tax 

+ 

Average invest 

-ment assets 

219,006 

 

Total invest 

-ment yield 

5.3% 

× 

Operating Profit Drivers of P&C Business 

(1-                                  ) 
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(in RMB Million) 

× 

40,803 

3,210 

23,189 

Net Profit 

6,968 

Income tax 

3,120,038 

Average asset 
balance 

2.37% 

Net interest 
margin 

- 

31,616 

105,786 

Revenue 

29.89% 

Cost-to-income ratio 

1,602,503 
Average loan balance 

2.55% 

Credit cost 

 

+ 

- 

- 

- 
× 

× 

105,786 

Revenue 
74,009 

31,777 

General and 
admin. expense 

Loan impair- 
ment loss 

Other expense 

Net interest revenue 

Net non-interest 
revenue 

Note: Figures may not match the calculation due to rounding. 

Operating Profit Drivers of Banking Business 
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(in RMB Million) 

× 

+ 

4,292 

3,957 

Net Profit 

651,302 

0.66% 

- 

276 

1,319 

- 

- 

+ 

4,016 

2,236 

42 

1,018 

Note: Figures may not match the calculation due to rounding. 

Revenue 

Administrative 
expense 

Total investment 
income 

Other revenue  
and expense 

Income tax 

Fees and  
Commission revenue 

Fees and  
Commission expense 

Monthly average 
assets held in trust 

Fee rate of assets 
held in trust 

Operating Profit Drivers of Trust Business 
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(in RMB Million) 

- 
+ 

8,961 
3,632 

Admin. expense 

8,961 

Revenue 

2,170 

Other expense 

2,123 

Net Profit 

456 

Income tax 

811 

580 

Finance cost 

3,321 

2,196 

- 

- 

- 

- 

+ 

× 

40.5% 

4,255 

Note: Figures may not match the calculation due to rounding. 

Fee and commission 
revenue 

Fee and commission 
expense 

Total investment 
income 

Other revenue 

Revenue 

Cost-to-income ratio 

Operating Profit Drivers of Securities Business 



Profit Continued to Rise Dividend Increased with Profit Growth 

Operating profit attributable to shareholders of the Group 

  Net profit attributable to shareholders of the Group Declared dividend 

Dividend per share (RMB) 
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(in RMB Million) 

  

5,145  

27,420  

2013 2014 2015 2016 2017

 28,154  

 89,088  

94,708 

2013 2014 2015 2016 2017

Dividend 

CAGR+52% 
Profit 

CAGR+33% 

1.50 

Dividend Increased with Profit Growth 



Dividends 

received from 

subsidiaries 

Dividends 

paid out by 

the Group 

 

Capital 

injected into 

subsidiaries 

 

Other 

impacts 

 

End-2017 

available 

funds 

 

End-2016  

available 

funds 

 

Abundant Available Funds Diversified Profit Source 

Note: (1) The available funds of the parent company includes bonds, equity securities, bank deposits and cash equivalents held by the parent company. The capital is invested 

in subsidiaries, used for daily operations, or paid out as dividends.        

          (2) Dividends received from subsidiaries include RMB 17,356 million from Ping An Life, RMB 3,030 million from Ping An Property & Casualty, RMB 1,345 million from Ping 

An Bank, and RMB 2,500 million from Ping An Trust. 

19 

(in RMB Million) 

35,570 

25,711 

(19,194) 

(7,702) 

3,947 38,332 

  2017    2016 

L&H 55.0% 58.9% 

P&C 14.1% 18.5% 

Banking 14.2% 19.2% 

Asset management 16.8% 13.8% 

FinTech&HealthTech 4.0% -4.8% 

Other and elimination -4.1% -5.6% 

Group 100.0% 100.0% 

Diversified Profit Source Supports Sustainable Dividend 

Growth 
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Benchmark Decline of 50bps in interest rates Decline of 30% in fair value of equity assets 

Regulatory 
requirement 

≥100% 

Ping An Group Ping An Life Ping An P&C 

20 

-7.9pps -7.0pps 

214.9% 
-10.3pps -11.9pps 

234.1% 

-4.1pps 
+0.4pps 

217.5% 

Resilient Solvency Reduces Capital Constraints on Dividend  



• L&H profit growth is mainly driven 

by solid growth in RM release and 

operating variances  

• Non-life businesses have clear 

drivers of growth  

Predictability 

Operating 

Profit 

• Remove short-term fluctuation 

• Reflect business results and trends 

Stability 

• Dividend growth consistent with 

operating profit growth  

• Diversified profit source and low 

solvency constraints 

Steady Dividend 

21 

Recap 
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• L&H ROEV = L&H EV Operating Profit ÷ Opening EV 

• L&H EV Operating Profit = Expected return on opening EV + Value generation of NB + Operating contribution of L&H  

End-2016 L&H 

EV 

Expected 

return on 

opening EV 

Value 
generation 

of NB  
 

L&H EV before 

non-operating 

contributions 
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(in RMB Million) 

Operating 
contribution 

of L&H 

Investment 

variance and 

others 

Dividend 

paid 

 

End-2017 L&H 

EV 

Note: Operating contribution of L&H includes Operating assumption and model changes, as well as Operating variances and others.   

ROEV = 35.5% 

360,312 31,745 

88,117 8,127 488,301 
24,798 (16,718) 

496,381 

ROEV Reflects Underlying EV Growth 



2017 
2013-2017 

 Average 

Opening EV   [1]      360,312  

EV operating profit   [2]=[3+…+6]  127,989  

Expected return on opening EV    [3]        31,745  8.4% 

      Expected return on VIF 

      = Opening VIF x RDR(11%)     
25,340 6.8% 

      Expected return on ANA and etc. 6,405 1.7% 

Value generation of NB   [4]         88,117  16.2% 

Operating assumptions and model changes   [5]          (758)  -0.6% 

Operating variance and others   [6]          8,886  0.7% 

ROEV   [7]=[2]/[1] 35.5% 24.7% 

24 

(in RMB Million) 

L&H Achieved Superb ROEV in the Past Five Years  

Note: (1) Opening VIF is referred to the opening balance of value of in-force; RDR is referred to the risk discount rate. 

         (2) Figures may not match the calculation due to rounding. 



Note: (1) Yields of 10-year CGB above are as at the end of each year;  

          (2) Risk premium = RDR (Risk Discount Rate) - yield of  the 10-year CGB. 

          (3) Profit volatility is calculated as the standard deviation of net profit growth over 2013-2017; Market peers include China Life, CPIC, Taiping and NCL; Sources: 

corresponding annual reports.  

Year  
Risk Discount 

Rate (RDR) 

10-year CGB Risk 

Premium Yield 

2008 11.5% 2.9% 8.6% 

2009 11.0% 3.8% 7.2% 

2010 11.0% 4.0% 7.0% 

2011 11.0% 3.5% 7.5% 

2012 11.0% 3.6% 7.4% 

2013 11.0% 4.6% 6.4% 

2014 11.0% 3.7% 7.3% 

2015 11.0% 2.9% 8.2% 

2016 11.0% 3.0% 8.0% 

2017 11.0% 3.9% 7.1% 

 10-year Average - - 7.5% 

• Risk discount rate (RDR) should reflect the level of uncertainty in future profits  

• Expected return is positively correlated to the level of RDR and VIF as % of EV  

 Excellent risk management: 

       SARMRA ranks #2 

 High business quality: 

       Low investment sensitivity and   

       Interest Margin as % of NBEV 

 Low profit volatility vs peers: 

       Ping An Group 11.3% < Listed peers 48.9% 

25 

Prudent Risk Discount Rate Led to High Expected Return 



Sustainable NBEV Growth 

Diversification effect 

  NBEV 

  

Note: (1) Above figures from 2013 to 2015 are based on Solvency I, while those from afterwards are based on C-ROSS 

Value generation of NB as % of opening EV 
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(in RMB Million) 

Capital calculation level 

Example:           

 
Policy1 Policy2 Policy   Company 

[A] RES+DPL 250 300 550 550 

[B] 
RES+MC+

DTL 
300 200 500 500 

[C] CV+DTL 75 325 400 400 

Liability + RC = MAX(A,B,C) 300 325 625 550 

+ 

The method of EV valuation under C-ROSS states: 

 Capital requirement of NB must be calculated at policy level, 

while that of in-force can be calculated at company level 

 Capital requirement calculated at policy level > at total NB level 

> at company level, which generates diversification effect. 

Liability+RC is lower calculated at company level 

2013 2014 2015 2016 2017

48.4% 

18,163 

88,117 

10.2% 

24.5% 

+CAGR 

Underpenetrated Market and Leading Advantages Contributed 

to Sustained NBEV Growth  



0%

10%

20%

30%

40 50 60 70 80 90 100

Morbidity 

Age 

Industry Benchmark

Ping An Assumption(with deterioration)

Morbidity Factored in Long-term Deterioration 

Expanding and Enriching Product Types 

Contribute 

operating 

variance 

Fast Growth of Operating Variance 
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• Ping An Fu upgrade, 

• Includes 8 more minor 

diseases in coverage 

• Market segmentation, launch  

Kids’ Ping An Fu  

• Launch Ping An RUN, expand 

Ping An Fu’s coverage to 80 

types DD+20 types minor 

disease 

• With the help of rate 

marketization, launch 

Ping An Fu for mid to 

high-end protection 

market 

• Ping An Fu upgrade, disease 

coverage expand to 45 types 

diseases 

• Launch O2Odrivers accident 

protection product 

• Satisfy customers’ every 

possible needs, launch 

Long term care product 

• Ping An Fu further 

upgrade, sum assured 

increases after minor 

disease benefit payout 

2017 2014 2016 2013 2015 2017 

(in RMB Million) 

Prudent Assumptions and Excellent Management Drove 

High Operating Variance  

2014 2015 2016 2017
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 3-year endowment 

 Pricing rate: 3.5%  

 Sum-assured: 1103 

Example 

Actual 

experience 

Reserve 

assumption 

EV 

assumption 

Operating 

assumption 

Investment rate 6% 4% 5% 5% 

Expected interest 

/Investment return 
6000 4000 5000 5000 

Reserve 

assumption 

Actual 

experience 

EV 

assumption 

Mortality 6% 2% 5% 

# of deaths 6 2 5 

Cost of death 432 144 360 

Note: (1) Beginning underlying asset equals premium; (2) Cost of death = Sum-assured at risk*# of deaths 

 

 Pricing mortality: 5% 
 

 

 Single pay premiun:1000 

 

 

 Initial # of policies:100 

  Spread income 

      = Diff. between operating and reserve assumption   

      = 5000-4000 

Operating variance 

    = Diff. between actual and reserve assumption 

    = 432-144 

Investment variance 

    = Diff. between actual and EV assumption, and 

factoring in tax effect 

    =（6000-5000） *（1 – tax rate） 

Operating variance 

    = Diff. between actual and EV assumption, and factoring 

in tax effect and impact on VIF due to # of policy changes 

    = （360-144）*（1 – tax rate） 

    + （5-2）impact on VIF 

Source of 

operating 

earning: 

EV: 

Investment and Operating Variances Resulted from Actual 

Experience Deviating from Assumptions  
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Apply the 5-year average ROEV of Ping An L&H (24.7%), P/EV is calculated under different RDRs and 

dividend growth rates: 

P/EV example 
g：Dividend growth rate 

3.0% 4.0% 5.0% 6.0% 7.0% 

9.0%    3.6     4.1       4.9         6.2          8.9  

10.0%    3.1     3.5       3.9         4.7          5.9  

r：RDR                11.0%    2.7     3.0       3.3         3.7          4.4  

12.0%    2.4     2.6       2.8         3.1          3.5  

13.0%    2.2     2.3       2.5         2.7          3.0  

𝑃/𝐸𝑉 =
𝑅𝑂𝐸𝑉 −  𝑔

𝑟 − 𝑔
 The higher ROEV, the higher P/EV 

ROEV is a Key Measure to the Valuation of Life Company 
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Quality new business 

Prudent assumptions 

Excellent management 

ROEV 
outperforms 

peers’ 
High P/EV 

Recap 
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2017 

Equity attributable to 

shareholders of the 

parent company 

Portion(%) ROE(%) 

Life & Health            160,450  33.9% 25.7% 

P & C              69,804  14.7% 20.0% 

Banking            128,791  27.2% 11.6% 

Asset Management            103,848  21.9% 15.7% 

Fintech and Healthtech              37,772  8.0% 41.2% 

Others and elimination             (27,314) -5.8% N/A 

Group            473,351  100.0% 20.7% 

32 

(in RMB Million) 

Excellent Delivery of High ROE by Mostly All Sectors  
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Fintech and Healthtech   Market Value 

     Autohome Inc.       USD9,057mn 

     Good Doctor      HKD55,804mn 

     Lufax      USD18,500mn 

     OneConnect       USD7,500mn 

     Healthcare tech       USD8,800mn 

     ZhongAn Online P&C      HKD46,967mn 

     Other      RMB444mn  

Value attributable to shareholders 

of parent company is 153.8 billion 

RMB and it is 4.1 times of equity 

which is 37.77billion RMB. 

Note:  Market price as at 30/09/2018 were used as listed companies’ market value, valuation price in the most recent financing were used for others. And HKD exchange 

rate of 0.85 and USD of 6.85 were used to convert to values of RMB.  

Market Value of the Technology Sector Far Exceeded Equity  
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1 

Sum of Parts Valuation 

2 

Customer Economic Model 

Value of Group 

Vale of Retail 
Business 

Value of Other 
Business 

+ 

# of  
customers 

Profit per 
customer 

Growth 
coefficient 

Value  
coefficient 

x × × 

Sectors 
Valuation 

method 

L&H PEV 

P&C PB 

Banking Market value 

Asset 

Management 
PB 

Tech Market value 

Adjustment 

Valuation Framework of Ping An Group 



Thank you! 



𝑃 =
𝐷1

𝑟 − 𝑔
 

P 
D1 D2 D3 

Dn 

M0 Y1 Y2 Y3 YN

Dividend growth rate is g; RDR is r

… 
… … 

… 

𝑃 = 
𝐷1(1 + 𝑔)𝑡−1

(1 + 𝑟)𝑡

∞

𝑡=1

 

Gordon Growth Model 

Discounting  

Valuation via ROEV 

𝑔 = 𝑅𝑂𝐸𝑉 ∗ (1 − 𝑓) = 𝑅𝑂𝐸𝑉 - 𝑅𝑂𝐸𝑉 * 𝑓 
        𝑅𝑂𝐸𝑉 * 𝑓= 𝑅𝑂𝐸𝑉 - 𝑔 

EV operating profit and operating profit are Correlated 

Dividend can be expressed in terms of ROEV,  

consider dividend payout ratio f : 

𝐷1 = EV*ROEV*f 
 

Dividend growth rate 𝑔 is related to ROEV and f 

𝑃/𝐸𝑉 =
𝑅𝑂𝐸𝑉 −  𝑔

𝑟 − 𝑔
 

ROEV is a key 
valuation 
measure.       
  ROEV,   P/EV  

Stock price in theory P ： 

Note: RDR is assumed to be higher than dividend growth rate 

Appendix: ROEV is a Key Measure to the Valuation of Life 

Company 



Xie Yonglin  

Chairman of Ping An Bank 

2018.10.12   Shenzhen, China  

Ping An Bank Transformation  



A new Ping An Bank came into being in 2012 after 

integration of the two banks 

1 

SDB was founded 

1987 1991 

Listed at SSE,  

with the stock  

code of 000001 

2002 

Introduced a strategic 

investor Newbridge  

Capital 

2010 

Newbridge transferred all  

of its shares to PA, and PA  

held a 21.44% stake in total 

PA acquired  

Fujian Asia Bank 

2003 2004 

Fujian Asia Bank  

was renamed as  

Ping An Bank (PAB) 

2006 

PA acquired  

Shenzhen  

Commercial  

Bank 

2010-2011 

PA held a 61.36% stake in  

Shenzhen Development Bank  

after many times of equity 

transactions  
Ping An Bank (PAB) came 

into being after integration  

of the two banks 

2012 In
te

g
ra

tio
n

 



• Challenges in asset quality: At the end of 2016, 

the amount and ratio of non-performing loan (NPL) 

was growing relatively fast YoY, with the loans 

overdue for over 90 days ratio hitting a record high 

• Declining profitability: Some business units’ 

performance has been declining and was dragging 

down entire bank’s profit growth 

• Relatively weak capital 

Insufficient internal 
development momentum 

To foster development, transformation was imperative under the situation 

In October 2016, PAB introduced a new management team and began the reform:  

• Shift of focus: From growth-focused development 

to quality-oriented development. Mid and high-end 

consumption and innovation become the new 

growth drivers 

• Tightening financial regulations: Risk prevention, 

de-leveraging and other regulatory measures put 

financial risk prevention into a bigger priority 

Traditional business model 
cannot cope with rapid external 

changes 

Precise transformation objective: to become 

China’s most outstanding and the world’s leading 

smart retail bank 

Formulate transformation guidelines: 

technology oriented; penetrate retail banking; 

enhance corporate banking  

2 

Ping An Bank started retail transformation to meet 

internal and external challenges in 2016 



With a clear objective and strategy, Ping An Bank introduced ten 
initiatives to promote its transformation and already seeing results 

3 

1 

3 

10 

4 

5 

6 

7 

8 

9 

2 

Embrace the group, to drive retail business with technology 

Enhance LUM to create revenue 

Develop an automatic, smart retail risk control system 

Selective in corporate banking, focus on ‘dual-light model 
and industry based pathway 

Focus on asset quality, legacy issue and incremental asset Fully utilize group’s integrated finance value 

 

Promote micro capital management 

Rebuild management team and promote efficiency 

Optimize business structure, reduce corporate  

on/off balance sheet credit scale 

Increase tech investment to drive business development 



         

         

Initiative 1: Optimizing business structure, compress on/off-balance sheet 

corporate credit size, and focus on higher profitability retail business 

4 

         

Note: interbank business scale began to compress from 2H 2017 

2016 2017 2018H1

Corporate loan 

2016 2017 2018H1

Corporate off-
balance sheet 

2016 2017 2018H1

Corporate RWA 

         

Interbank RWA 

2017H1 2017 2018H1

• Meaningfully compressing asset 

scale with RWA reduction ranked 

1st among peers, freeing up 

resources to develop retail 

business 

• First in industry to lower leverage, 

hence facing relatively less 

pressure from moving off-balance 

sheet items back on balance 

sheet (An estimation of 

RMB30bn has to move back to 

balance which is very 

manageable.) 

 

Unit: in RMB100mn 

Unit: RMB100mn Unit: RMB100mn 

Unit: RMB100mn 



-1.1% 
-0.6% 

-2.3% 
-3.1% 

-0.9% 

0.2% 

2017Q1 2017H1 2017Q3 2017 2018Q1 2018H1

Net interest income restored to 
positive growth YoY 

277 264 258 259 
280 292 

2017Q1 2017Q2 2017Q3 2017Q4 2018Q1 2018Q2

The “smile” curve of revenues 

31.9% 30.9% 30.5% 30.0% 
33.3% 34.6% 

2017Q12017H12017Q3 2017 2018Q12018H1

Growing proportion of non-
interest income 

-0.7% -1.3% -2.6% -1.8% 
+1.1% 

+5.9% 
Unit: RMB100mn 

2.53% 

2.38% 
2.32% 2.27% 2.25% 2.27% 2.37% 

2.21% 
2.13% 2.07% 2.05% 2.06% 

2017Q1 2017Q2 2017Q3 2017Q4 2018Q1 2018Q2

Net interest margin reversed the 
declining trend 

Net interest margin Net interest spread

5 

Note: The decrease in net interest margin in 2017 was 

partly due to the active reduction of high-risk and high-

return corporate loans. 

Steady profitability and growing revenues 



41% 

65% 

68% 

40% 

31% 

51% 

Retail revenues of RMB29.3bn, 

accounting for 51% 

Net retail profit of RMB9.1bn, 

accounting for 68% 

2017H1 

2018H1 

2017H1 

2018H1 

37% 

31% 

54% 2017H1 
2018H1 

Retail loans of RMB998.9bn, 

accounting for 54% 

Fundamental change in business structure: retail 

banking becomes the main growth driver 

6 

As of Jun. 30, 2018, the revenue structure saw over 50% of revenues from retail 

banking vs 31% two year ago. 

201612 201612 201612 



• Crystalized standards: By stipulate cooperating institutions and managing 

distributors to ensure asset quality from beginning 

• Systematically allocate resources with risk management as top priority: 

Priorities risk management control policy, credit review, and legal&complaince 

review and focus on target industries, customers and products 

Initiative 2: Focusing on the quality of both existing and 

new assets 

7 

• Actively promote industries with overcapacity and high-risk customers 

to exit: Encourage red and yellow label customers to exit with incentives 

• Strengthen recovering assets: Set up a Special Asset Management (SAM) 

team with a multi scenarios smart SAM platform to realize 100% closed 

environment handling process  

• Centralized handling on special units for timely response: Differentiated 

strategies and specialized management to accelerate recover of assets 

Industry: Electronics information, healthcare, culture & education etc. 

Region: Beijing, Shanghai, Guangzhou, Shenzhen… 

Customer: Quality customers from major industries etc. 

财务资源 
配置策略 

Speed up 

legacy 

asset 

disposal  

Control 

quality of 

new 

assets 



Asset quality continue to improve while all risk 

indicators are showing positive signs 

8 

3.03% 2.91% 2.79% 2.75% 2.67% 2.71% 2.61% 2.43% 
2.24% 2.08% 

1.56% 1.56% 1.56% 
1.74% 1.74% 1.76% 1.75% 1.70% 1.68% 1.68% 

2016Q1 2016Q2 2016Q3 2016Q4 2017Q1 2017Q2 2017Q3 2017Q4 2018Q1 2018Q2

逾期90+率 
不良率 

Increasing coverage for loans 

overdue for 90+ days 

151% 

173% 176% 

2017 2018Q1 2018H1

Falling NPL and loans overdue 

for 90+ days rate 

106% 
130% 141% 

2017 2018Q1 2018H1

Enhancing provision 

coverage 

Decreasing deviation 

143% 
133% 

124% 

2017 2018Q1 2018H1

NPL rate 

Rate of loans overdue for 90+ days 

Deviation=NPL rate of loans overdue for 90+ days/NPL ratio 



Initiative 3: Embracing the Group and technology-driven 

retail banking to shape differentiated competitiveness  

9 

W • Relatively small number of outlets 

• Gap exist between PAB and some 

peers as they have begun 

transformation earlier than PAB  

S 
• Integrated finance: Customer 

groups, 1mn+ agents, various cross-

selling channels  

• Tech strength: Big data, blockchain, 

cloud, biometrics, and AI 

T 
• Tightening regulation bring new 

challenges to the whole industry  

• New business development model 

demands more from management 

team 

O 
• Higher standard of service and 

experience expected from 

customers  

• Greater demand for low-threshold 

financial services from customers 

in tier 3 and 4 cities  

Embracing the Group & tech-empowered business  

is best choice for PAB to achieve differentiated retail banking 
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Online 

Pocket Banking APP  

Offline 

Retail outlets  

OMO driven retail business model  

• Online: By using the Pocket Bank APP to provide a one-

stop, smart and open mobile platform  

• Offline: upgrade outlets through smart recognition, AI and 

other technologies   

Three actions  

APP integration: Integrate the original pocket banking 

APP, Chengzi APP and credit card APP to form the new 

Pocket Banking APP 4.0 

Smart outlets: Develop a multi-diversification, 

community friendly smart outlet network and turn it to the 

offline entry of group’s integrated finance model 

SAT model: Through Social Media, APP and Tele 

(SAT) to integrate resource, improve management 

efficiency and customer experience 

Innovative OMO(Online Merge Offline) new retail 

business model  



Rapid retail growth leverage from technology and 

integrated financial platform  

11 

Retail customers (mn) 

4,047 

6,991 7,705 

FY2016 FY2017 2018H1

93.4% 

Retail deposits 

(RMB100mn) 

2,913 
3,410 

4,058 

FY2016 FY2017 2018H1

39.3% 

AUM（RMB100mn） 

7,976 

10,867 
12,174 

FY2016 FY2017 2018H1

52.6% 

Retail revenues 

(RMB100mn)  Solid foundation  

 Rapid growth of revenues, retail deposits, AUM 

and customer base, of which the number of 

customers ranks 2nd among benchmarking banks  

 Technological characteristics  

 MAU the new pocket banking APP reached 24mn, 

ranking 2nd among joint-stock banks 

 The productivity per smart outlet staff (eg Liuhua 

outlet) is 2+ times above the bank average 

 Fast and continuous growth 

 AUM growth ranking 2nd among benchmarking 

banks 

 Loan growth ranking 1st among benchmarking 

banks 

 Deposit growth ranking 3rd among benchmarking 

banks  

160 
216 

293 

2016H1 2017H1 2018H1

83.1% 



Initiative 4: Identify strategy to expand LUM scale in 

order to create revenue 

12 

All retail business BU will focus 

resources in acquiring credit card 

customers, and leverage from 

Group’s offline channel and strong 

traffic platform (eg Autohome) 

Credit card 

信用卡 
Promote online consumer finance 

through PA Life channel and 

enhance customer experience and 

cost structure to expand market 

share 

Consumer finance 

Cooperating with PA P&C and 

Autohome to build a closed-loop 

environment covering from car 

selection, purchase, car insurance 

application to car maintenance 

Auto finance 

As urbanization level and consumer consumption continue to improve, consumption’s effect on 

economy is becoming more significant and creating opportunities for retail finance 

Seize the opportunity to expand scale and create revenue to develop platform and AUM 

T
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1,305 

1,414 

2017 2018H1

27% 11.6% 8.3% 

3,036 

3,857 

2017 2018H1

Credit card loan balance 

1,298 

1,448 

2017 2018H1

Xin Yi Dai loan balance Auto finance balance 

13 

Note: Data as of 1H 2018 

• Accumulatived 9.18mn new credit cards 

are issued, up 81.2% YoY 

•  45.77mn cards are under circulation, up 

19.4% YTD 

• Total transaction amount for 

RMB1,207.2bn, up 89.9% YoY 

• RMB56.4bn worth of loans were 

issued in 1H 2018 

• Supporting micro and small 

businesses with business loans 

account for about 30% entirely 

• Ranked 1st in market share 

• RMB71.6bn worth of loans were 

issued, up 52.7% YoY 

• Overall automated approval rate of 

67%, up 2 percentage points YTD 

Core retail business growing fast and steadily 



Credit card: Both the number of active accounts and transaction amount rank  

2nd among joint-stock banks  

PingAn A C G D E F B

Net growth of customers in 1H 

2018 ranked 1st  

A PingAn B C D E F G

No. of active accounts in 1H 2018 ranked 
2nd Unit: 10k 

A H I J PingAn D F C E

RMB100mn 

1,000

1,500

2,000

2,500

3,000

17-8 9 10 11 12 18-1 2 3 4 5 6 7 8

A

I

H

J

PingAn

D

C

F

E

Transaction amount in Aug. 2018 

ranked 2nd among joint-stock banks 
PA has the fastest Transaction growth in 

the industry 

Leverage by Group’s synergies, PAB’s credit card 

business is among top tier vs. peers  

14 
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Initiative 5: Create an automated smart retail risk 

management system to protect LUM business 

15 

Three core 

capabilities 

Two 

advantages  

Big data platform  
Rating based on multiple  

algorithms 

Biometric information 

application  

• Credit risk forecast & rating 

• Customer income evaluation 

model  

• Revenue forecast model 

• Financial big data 

• Internet big data 

• Biometrics (face recognition 

& voiceprint) 

• Fingerprint 

Automation  
• 100% live approval process for credit cards; 85%+ automated system approval  

• Average approval time for auto finance is 0.4 hour, the quickest among peers; 

approval process of unsecured auto loan are done within seconds 

Smart 
• Credit card: A trading-level big data risk management system to block frauds in real time, 

ensuring zero loss for both bank and customer  

• Auto finance: AI-based pricing system to apply smart pricing subject to customer ranking 

• Xin Yi Dai: Set up a multi-dimensional risk monitoring system regarding each product types, 

branches, sales teams and intermediaries on a daily/weekly/monthly/quarterly basis  



201706 201801 201802 201803 201804 201805 201806

Xin Yi Dai Auto Credit card

16 

1.57% 

1.18% 
1.05% 

2016 2017 2018H1

 NPL rate of retail loans dropped 13BP 

vs end 2017 

Steady M0-M2 migration 

Note: M0-M2 migration rate = current month M2/ M0 two months ago 

Retail loan asset quality maintain positive leverage 

from smart risk management platform 

Remain in relatively low level 



Initiative 6: “Dual-light + industry-based” strategy for 

corporate banking business 

17 

资源精准投向，资产高效流转，发展不占用资
本、少占用资本业务 

Dual-light: Asset-light + capital-light 

Precise target investment, maintain asset liquidity 

and develop using none-minimal captial 

• Upgrading transaction banking: Set up the 

“platform + product + service” model to shape 

popular products (KYB, SAS) 

• Investment banking: Work with PA Securities 

to carry out capital market business through a 

centralized, scandalized business model 

• Syndicated loan: Aidding enterprises to 

secure funding from other financial institutions 

• Government financing: By creating synergy 

with Group’s smart city ecosystem project to 

connect with government platforms for deposit 

business  

资源精准投向，资产高效流转，发展不占用资
本、少占用资本业务 

Industry-based 

Focusing on ten key industries with 

strong growth which are not subject to 

cyclical impact  

• Setting up professional teams: Continue 

develop the industry focus BU, in 

cooperation with HQ, to improve ability in 

research, service and risk 

• Crystalized business boundary: 

Depending on industry movement and 

peers competition, we should crystalized 

business boundaries especially in business 

areas we do not involve in 
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Leveraged from RMB44.8bn 

on-balance sheet to raise 

RMB196.2bn 
1.7 

4.5 

2017H1 2018H1

Dual-light multiples 

Last year, RMB144.2bn were raised by 

leveraged from RMB84.4bn on-balance 

sheet 

Creating a bigger input with fewer resources 

Focusing resources 

After the introduction of 

new management, the 

targeted ten industries 

accounted for 90+% of 

the newly issued 

corporate loans 

Breakthroughs 

Strategic cooperation 

with several major 

pharmaceutical 

companies to offer 

integrated financial 

services to customers 

The industry-based strategy has become the consent 

within Ping An bank 

The structure of corporate 
asset has been optimized 

continuously 

The dual-light + industry-based strategy has brought 

good results 

35% 

48% 

52% 

201612 201712 201806

• Since the transition, the proportion of cooperate 

credit resources to the “Top Ten Industry including 

Government” has increased year by year. 

• And that would lead to improvements in asset 

quality 

Ratio of  “Top Ten Industry 

including Government” credit 

exposure to total 



Initiative 7: Further exploration of the value of Group’s 

integrated finance platform 

19 

Group’s integrated  

finance platform 

• Connect to other subsidiaries 

and internet platforms to 

develop individual and 

corporate customers  

• Referral through cross-selling 

Cross-selling &  

customer referral  

Scenario-based  

business synergy  
Ecosystem building &  

innovative development 

• Cooperate with Ping An 

Securities, Ping An Leasing to 

meet the full-cycle of financial 

demand of customers  

• Participating in the building of 

the five ecosystems 

• Cooperation with other 

subsidiaries: from customer  

traffic connection and business 

complementarity to business 

integration & innovation  

PAB can leverage the Group’s integrated finance platform to form synergies with other subsidiaries in customer 

resources, professional capabilities, product capacities and channel strength to offer one-stop financial services to 

customers. 

179mn individual customers 486mn internet users 

1.399mn agents  2mn corporate customers 



Increasing contributions from Integrated finance channel with 

higher customer quality 

20 

5 

23.8 

5.1 

23.9 

45 

13.8 

19.4 

55.8 

23.2 

New customers ('00

thousand)

New AUM (RMBbn) Xin Yi Dai new loans

issuance (RMBbn)

2016H1 2017H1 2018H1 

Group's Channel Proprietary

Channel

 Delinquency ratio 

Group's Channel Proprietary

Channel

Transaction per account 

26BP 

2.3% 

• Group’s integrated finance channel has been 

increasing contributions to the Bank’s retail 

customers, AUM and XinYiDai loans yoy 

Contribution of integrated finance channel  

to retail business  

Note: data as of 1H 2018 

 Take credit card business as example. Group 
customers are of better quality.  

 Group customers showed lower delinquency ratio 
and higher transaction amount  per account.   

Delinquency ratio = 
M2-M5 loan balance/M0-M5 ending loan balance 



Initiative 8: Increase technological input to drive 

business development  

21 

Team 

Tech  

innovation 

Tech  

platform 

Agile  

transformation 

• Bringing in technological talents 

from Silicon Valley and top 

internet companies 

• Strengthening tech team to lift 

tech innovation capability, the 

technology manpower of our 

bank has expanded to 4800, a 

YoY growth of over 25%. 

 

• Set up an innovation committee 

and an “innovation garage”  

• Explore application scenarios for 

big data, AI, biometrics and 

imaging recognition tech 

• Embed tech staff into business 

lines to quicken new tech 

implementation and relevant 

operating model  

• Agile development in credit card, 

auto finance, big data and the 

pocket finance app 

• Set up comprehensive disaster 

recovery tech systems and big 

data systems 

• Migrating all development, 

testing and production processes 

to Cloud-based systems 



Tech input strengthened driving business development and upgrade 

operational management  

22 

Tech-empowered 

management 

Smart-

finance 

platform 

Credit 

platform  

• Timely and accurate risk management through the smart control and big 

data warning systems 

• Convenient online services; over 90% of customer service done by AI 

within in 1-2 years 

• Customer profiling for precision marketing; AI secretary to assist business 

development  

AI + risk 

management 

AI + 

customer 

AI + 

marketing 

Tech-empowered 

products 

KYB 

SAS 

• Promote online smart lending business  

• End-to-end process data monitoring and one-stop comprehensive services 

• Connecting use-case scenarios, processes and data to improve end-to-end 

business finance procedure 

• Smart analysis and smart searching to empower business decision-making  

• Life-cycle management covering all financing businesses to corporate clients 

• Forecast and pre-warning of risks and providing countermeasures 

Tech-empowered 

services 



Initiative 9: Promote refined capital management 
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Economic capital management centering on EVA/RAROC to efficiently deploy capital and enhance capital adequacy 

• Tax write-offs, asset disposals & 

recoveries: Manage assets that 

have been written off, increase bad 

loan write-offs/ transfers and 

recoveries 

• Structure adjustment: Restructure high 

capital consumption businesses to release 

RWA; 

• Selective compression: Selectively 

compress inefficient/ineffective assets; 

• Clean-up: Clean up litigation reserves, 

current accounts and collaterals to reduce 

capital waste 

Appraisal & guidance Capital release Saving capital 

• Appraisal: Carry out EVA/RAFOC 

appraisal and guide business units to 

balance risks and returns; 

• Differentiated guidance: Tailored 

appraisals toward normal branches and 

special branches; 

• Strengthen incentives: Linking credit 

and RWA resource consumption to 

EVA/RAROC appraisal in order to 

strengthen incentive 



Capital adequacy ratio ≥10.5 11.59 11.20 11.53 

     Tier 1 capital ratio ≥8.5 9.22 9.18 9.34 

     Core tier 1 capital 

ratio 
≥7.5 8.34 8.28 8.36 

% 

As of June 2018, capital adequacy ratio rose 

sequentially for two quarters 

24 

• Through a series of capital management measures, capital adequacy ratio in at end-1H18 

reversed the previous declining trend, showing improvement in capital management 

capabilities. 

• We plan to issue RMB26bn of A-share convertible bonds and RMB30bn of secondary capital 

bonds to bring in supplementary capital  

Standard 
value 

1H 2018 2017 2016 
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Rebuild management team Enhance efficiency 

The new management team forms 

consensus on the target of transformation 

and becomes strong promoter of the 

Bank transformation 

At end-2017, productivity per corporate 

bank staff rose by 32% yoy 

 
• Talent diversification: Adjust core 

management personnel of front, middle 

and back offices as well as major 

branches; bring in veteran bankers, 

internet talent and experts 

• Attract young talent: Bring in young 

blood for the management team 

• Streamline structure: Level 1 

departments of the head office shrank by 

28%, offices cut by 33%, and non-retail 

personnel reduce by more than 5,000 

people 

• Enhance capacity: Enhance employees’ 

skills and capabilities through multi-layered 

online-to-offline training 

Initiative 10: Rebuild management team to enhance  

efficiency 



Going forward, Ping An Bank will strengthen its competitive advantages  

and pursue rapid development by holding fast to the transformation target, 

adhering to the Group’s leadership, and leveraging technologies and wider 

Group synergies. 

26 
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Enhance retail transformation, embrace Group synergies 
and technologies 

Enhance fundamentals 

 Maintain stable asset quality 

 Strengthen deposit base via 

multiple strategies 

 Improve refined capital 

management capabilities 

Accelerate AM transformation, strengthen AM 
capabilities and improve product supply 

 Strengthen private banking and 

wealth management capabilities 

 Accelerate credit card business 

to build PA new brand 

 Promote corporate knockout 

product 

Breakthroughs 

Enhance fundamentals, create breakthroughs, execute 

on transformation 
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Control risks 

NPL ratio, overdue 90 + ratio and NPL deviation outperformed industry average 

 

Our asset quality will seek progress while maintaining stability  

• By focusing on the business in 

the ten target sectors, business 

departments are accelerating 

pace to exit non-priority sectors 

and allocating resources to 

quality customers 

Strengthen clearing 

of NPA 

• Multiple packaging strategies to 

enhance NPA disposal 

• Accelerate NPA disposal by 

leveraging big data, ecosystem, 

and innovative recovery models 

Leverage 

technologies 

• Established AI-based risk 

control platform to improve 

detection and management in 

advance 

Specialized 

management 

• Performance and incentives of 

business heads are tied to asset 

quality. Dedicated people to 

regularly track disposal of 

distressed assets 

Enhancing fundamental: Redouble commitment to 

improve asset quality 
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Retail deposits Corporate deposits 

• Operating deposits: Expand retail AUM to 

drive demand deposits 

• Deposits for settlement: Deposit growth 

through the B2B2C model and aggregate 

payment on the banking App 

• Active liability: Optimize the structure of 

deposit products, strengthen marketing, 

maintain pricing advantages, and offer 

convenient purchase channels to lift wealth 

management deposit scale 

• Government financing: Obtain quality 

deposits and settlement accounts of local 

governments 

• Transaction banking: Strengthen connection 

to platforms to obtain fund aggregation deposits 

of platform customers 

• Investment banking: Obtain investment 

banking project funds through “commercial 

banking + investment banking + investment” 

model 

• Active liability: Improve service and price 

competitiveness to boost growth in large sum 

certificate of deposits and structured deposits 

Enhancing fundamental: Strengthen deposit base 

through multiple strategies 



Refine capital management 

Improve internal and external capital supplement mechanisms  

Adjust asset structure to improve risk weighted asset allocation 

 Basing on RAROC to dynamically adjust risk weighted asset mix in order to improve capital consumption efficiency  

 Continue to compress high-capital-consumption low-return assets to free up capital for high RAROC business 

External capital supplement to lift capital level 

 We plan to issue RMB26bn of A-share convertible bonds and RMB30bn of secondary capital bonds to bring in supplementary 

capital  
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Promote refined capital management 

 Pro-active dynamic capital allocation, adjust business structure based on the “asset-light, capital-light” (Dual-light) strategy and 

implement capital saving and capital release measures 

Incorporate economic capital management to better manage risk weighted assets 

 Incorporate economic capital management into performance appraisals and guide branches to establish capital saving 

awareness; instill the concept and value of capital cost and capital management into daily operations and management 

Enhancing fundamental: Reform capital management to 

support transformation 
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Making breakthroughs: Strengthen private banking 
and wealth management capabilities 

Product 

Team 

Marketing 

Organization 

▪ Establish Flagship sub-center  

▪ Develop customized policy 

▪ Improve the coordination and collaboration 

between Private banking center and sub-

branches of bank 

Reorganizing the group’s marketing 

advantages, making scene marketing, 

exploiting differentiated interests, 

enhancing customer loyalty 

Centralized and cyber-ized investment 

consultant capability, along with the 

offline training system for the 

improvement of portfolio management 

services 

Client 
Clients are mainly from inheritance club, the 

group’ high-end clients are in the centre 

Utilizing group resources, building 

open platform, improving AUM 

structure, creating brand of private 

bank 



2017H2 2018H1 2018H2 2019H1 2019H2

Making breakthroughs: Develop credit card business 

with tilted resources 
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Customer acquisition strategy 

Cross-

selling  

• MGM referral 

(Member Get Member) 

• Sharing platform  

• Support from 

management  

Monthly customers 

acquired (in 10,000) 

• Expand traffic  

• Precision input 

• Enhance conversion   

Internet 

channel 

• Improve capacity  

• Explore branches’ 

resources  

• Cross-selling  

Others 

2017H2 2018H1 2018H2 2019H1 2019H2

2017H2 2018H1 2018H2 2019H1 2019H2

62% 

425% 

45% 

S  
(Social 

media) 

Brand 

expansion 

A  
(App) 

Enhance 

experience 

T 
(Tele) 

Drop-out 

marketing 

Agile 

operation 

• Promotion of credit card benefits through 

Group’s millions of agents 

• Promotion by >70mn retail and credit card 

customers  

• All-round branding by Group and PAB 

• OMO for openness and interconnectivity  

• Better app experience than peers with 20-40 

categories to form market dominance  

• Enhance marketing efficiency through timely 

tele-communication service 

• Re-acquire customers lost through drop-out 

services 

• Establish an agile structure in marketing, IT 

and all supporting teams to enhance 

delivery efficiency and market response 

Operation strategy 



Popular  

products 

Solving  

pain points 

Key advantages 

KYB 

• Promote online smart lending 

business 

• Tackle the high cost of 

financing and other difficulties 

in financing  

SAS 

• Leverage technologies and PAB’s 

experience in supply chain 

finance  

• Tackle the difficulty in obtaining 

funding for small and micro 

businesses and in verifying the 

authenticity of trade 

• Great Potential: SAS platform able to serve accounts receivable amount 

up to RMB13.5tr, which grows by 10% p.a. 

• Technology Empowered: Application of Ping An’s four blockchain core 

skills (distributed ledger, authorized encryption, zero-knowledge proof, 

smart contract) dramatically improves the efficiency of deal-making. 

• Win-win Open platform: The participants in the open platform alliance 

industrial chain are provided with both standardized and customized 

services, co-building the ecosystem of supply chain finance 
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• Scale: 90mn small and micro customers 

• Relatively low risk: Scenario-based risk models to shape online 

smart financing services with controllable risks and costs  

• Efficiency: Online operation and automated system approval to 

offer superior customer experience while enhancing business 

efficiency  

• The product will be released to the market in 1H 2019 to become 

one of the new profit engine of PAB 

Making breakthroughs: Corporate business to leverage 

Group tech to adopt “platform + product + service” model 
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Strengthen transaction 

• Deepened cooperation with PA Securities, 

leveraging its quantitative strategy team and 

pricing model to strengthen transaction 

capabilities 

Improve product 

• Optimize product variety to serve 

diversified customer needs 

• Accelerate NAV product issuances in 

compliance to New AM rules; enhance 

research on equity type products and 

overseas products 

 

Build professional AM capabilities to 
improve brand influence 

Accelerate product supply to expand 
AUM 

Fulfill diversified customer needs to 
improve customer stickiness and loyalty 

Promote asset management transformation, improving 

competitiveness 



As Bank transformation progresses, the ROE of PAB will 

reach or exceed the industry average 
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ROE is expected to 

achieve a higher 

level in the next  

2-3 years 

 
 

 

 

 

 

 

 Leverage Group’s resources to 

develop retail business 

 New lending resources to be 

allocated to retail business 

     Retail banking  
 

 

 

 

 

 

 Realizing Group and integrated 

finance platform synergies  

 Enhance services, risk control and 

management through technology 

    Integrated finance 

+ tech 

 
 

 

 

 

 

 

 Execute “Dual-light” strategy with 

focus on targeted industries 

 Strictly control NPL growth while 

resolving legacy assets 

       Corporate banking  
 

 

 

 

 

 

 Provision has increased over the 

years  

 Provisioning pressure is alleviating 

given slowdown in new NPL 

generation 

Provision  

 
 

 

 

 

 

 

 Strengthen capital metric appraisal  

 Prioritize resources to retail business 

 “Dual-light” corporate business 

strategy 

Capital  



PAB will play a pivotal role in PAG’s integrated finance strategy 
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Bank license is an integral part of the Group’s 

Integrated Finance strategy 

Bank is the main provider 

of retail integrated 

finance product and 

service, supporting 

Group’s vision 

Private banking will be 

Group’s core part of 

wealth management 

business 

Bank smart flagship 

stores will be Group’s 

offline traffic portal 

Try to improve ROE in the 

next 2-3 years to become 

an important profit 

contributor to the Group 

Open distribution 

capability to become the 

biggest channel for 

corporate customer 

service 

Provide account function, 

payment and settlement, 

financing services to 

promote Group’s 

ecosystem strategy 



Thanks 



Timothy Chan 

Group Chief Investment Officer 

2018.10.12   Shenzhen, China  

Investment Risk Management 
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 Three main questions we ask ourselves:  

Key challenges? How to manage? What to expect?  

3 

Key challenges? How to manage 2.58 trillion  

insurance assets? 

What is our expected  

future return? 

• 2013-16, non-standard 
investments grew by 
55% CAGR; 

• YTD Jun, 7 corporate 
bonds in the market 
defaulted for the first 
time 

• YTD Aug, A-shares fell 
by 17.28% 

•   

• Mismatch 

between assets 

and liabilities – 

lack of long term 

assets 

• Derivatives 

market under- 

developed, lack of 

hedging tools 

 

• Impact of IFRS9 

on insurance 

assets? 

• Future 

investment 

strategies for 

insurance 

assets? 



 Our performance – steady growth in NII since 2012, 

largely reduced fluctuations (1/3) 
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23% 

54% 

0.3% 

2.8% 

5.7% 

4.2% 

0.3% 
1.0% 

1.8% 

3.4% 

0%

2%

4%

6%

8%

NII TII TII（含AFS） 7年期国债 沪深300 

2008-2011

2012-2017

  NII                  TII               TII (AFS)    7yr govt bond       HS300 

-8.1% 

4.9% 
4.3% 

4.7% 5.0% 5.2% 
5.6% 5.9% 6.2% 

6.7% 6.5% 

-2.5%

-0.5%

1.5%

3.5%

5.5%

7.5%

9.5%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

净投资收益率（考虑免税） 总投资收益率（考虑免税） 综合投资收益率（考虑免税） 

Significantly lower volatility in return  

vs. market & own history (2008-2011) 

81% 
74% 

100% 

85% 

0%

20%

40%

60%

80%

100%

NII/TII NII/TII(AFS） 

2006-2011

2012-2017

Significantly more predictable 

investment return  

Annual returns in Ping An’s insurance assets 

Net investment income (NII) Total investment income (TII) Total investment income  AFS (TII AFS) 

Consider tax exemptions 



5.0% 5.0% 

5.7% 

6.7% 

5.5% 

6.2% 

7.2% 

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

7.0%

8.0%

内涵价值假设 NII TII TII(AFS) 免税后NII 免税后TII 免税后TII（AFS） 
Embedded Value 

Assumption 

 Our performance – long-term investment return 

significantly exceeds the actuarial assumption (2/3) 

5 

NII (incl. tax 
exemption) 

TII (incl. tax 
exemption) 

TII AFS (incl. tax 
exemption) 

Note: The interest income earned on assets such as Chinese government bonds is tax-exempted. The exempted amount is an indirect investment income 

for insurance companies. The tax exempted figures above are unaudited estimations. 



 Our performance – net investment income grows at 

21% CAGR, exceeding life claim payments (3/3) 

Note：NII-Net Investment Income 

0

200

400

600

800

1,000

1,200

1,400

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

114% 

144% 

158% 

173% 
168% 

161% 

0%

20%

40%

60%

80%

100%

120%

140%

160%

180%

200%

2012 2013 2014 2015 2016 2017

NII/赔付支出 NII/Life claims 

NII exceeds life insurance  

claims 

Steady increase in Net Investment 

Income (NII) 

6 

In RMB 100mn 
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 Investment procedure – insurance asset investment 

must adhere to core ALM principles (1/5) 

8 

Asset Management ALM Liability Management 

“To manage liabilities 

better than expectation” 

“Balancing assets and liabilities 

at the same time achieving 

sound financial returns” 

“To go beyond benchmarking 

peers” 

 To accumulate insurance liabilities 

at a lower cost 

 To achieve or exceed expectation 

in managing liabilities 

 Reduce asset-liability mismatch to a 
reasonable level 
(duration, cash flow, cost/return) 

 Form key decisions on both asset and 

liability sides (product structure, asset 

allocation, investment guidelines, etc.) 

 To manage operating costs efficiently 

 To generate excess return within 

confines of a pre-set risk budget 

Actuarial 

(CAO) 

Finance 

(CFO) 

Investment 

(CIO) 

Risk 

(CRO) 

Note: Group Risk Management Executive Committee participates in the regular review of Strategic Asset Allocation. 



Under stressed scenario, solvency ratio ≧ 120% 

Actuarial pricing constraint: investment return on fair-value basis uses the 

actuarial assumed interest rate as minimum return requirement, to ensure its 

portfolio  generates sufficient return even under most adverse economic conditions; 

the investment objective is set via the minimum return requirement;  

 

Finance cost constraint: in addition, investment return on accounting basis refers 

to liability cost as the minimum return requirement. 

3 dimensional constraints 

- Solvency risk constraint 

- Actuarial pricing consideration: fair-value return constraints 

 E.g. Life 

Minimum 

return 

guarantee 

(%)  

Product assumed 

interest rate (%)  

Maximum probability of  

breaking through min. 

return guarantee (%)  

Traditional *** *** 20 

Participating *** *** 15 

Universal Life *** *** 10 

- Finance cost consideration: financial return constraints 

 E.g. Life 
Average cost of 

liabilities (%) 

Maximum probability of  

breaking through average cost (%)  

Traditional *** 15 

Participating *** 10 

Universal Life *** 10 

  

Profitability 
based on 
financial 
return 

Liquidity 

Solvency 

Profitability 
based on fair 
value 

Risk appetite 

Risk tolerance 
(Risk margin) 

  Risk appetite framework 

 Investment procedure – multi-dimensional risk 

appetite: finance, actuarial, risk & investment (2/5) 

9 



Max. probability of hitting min. 

return guarantee  

Minimum solvency under 

stressed scenario 

Expected return and volatility 

Investment constraints and 

asset data 

Input 

Generating the Efficient 

frontier using Monte Carlo 

simulations 

Quantitative 

simulations 

Apply stress tests to shortlisted 

portfolios and form the distribution of 

returns. Finally select three different 

portfolios which fulfills all constraints 

at different risk levels. 

Evaluation &  

Selection 

Investment strategies 

 Investment procedure – Strategic Asset Allocation via 

Monte-Carlo simulations and expert judgment (3/5) 
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Selection on Efficient Frontier  
with stress tests 

Risk 

Minimum return 
requirement 

maximum risk 
constraint 

Selection area 

Return 

Aggressive 
Balanced 

Conservative 

Equity falls by 10%  

Guaranteed 

rate of 

return 

Stressed  

return 

Expected 

return 

probability of 

achieving 

guaranteed 

return greater 

than 95% 



 Investment procedure – Strategic Asset Allocation 

(SAA) through adequate quantitative assessment (4/5) 
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流动性 

资产负债

匹配 

风险调整

后收益 

经济资本 

波动性 

收益 

Economic 

capital 

流动性 

资产负债

匹配 

风险调整

后收益 

经济资本 

波动性 

收益 

Economic 

capital 

Aggressive 

portfolio 

Balanced 

portfolio 

Six strategies of SAA (based on IFRS9) 

Four dimensions of SAA risk appetites 

Profitability 

based on 

financial 

return 

Liquidity  

Solvency  

Profitability 

based on 

fair value 

5
0
0
0
+

 e
c
o
n
o
m

ic
 s

c
e
n
a
ri
o
s
 

 

10000+ allocation portfolios 

SAA simulates investment asset performances based on 

economic scenarios and allocation portfolios 

Risk  

 Portfolio optimizer produces effective frontiers to 

optimize the risk-return portfolio 

Lowest return frontier 

Conservative  
Balanced 

Aggressive 

 Monte Carlo simulations to fully reflect risk distribution 

 

 

Ping An-Conning System Multi-dimensional evaluation 

Open market 

Non-public market 

Duration match 

Interest income 

Real estate 

Cash 

Asset-liability 

match 

Excess 

return  

Appetite, strategy, and IFRS9 asset class 

R
e

tu
rn

 

M
u
lti-d

im
e
n
s
io

n
a
l e

v
a
lu

a
tio

n
 

H
ig

h
e

s
t ris

k
 fro

n
tie

r 

S
y
s
te

m
 im

p
le

m
e
n

ta
tio

n
 

Liquidity  

Return 

Volatility 

Volatility 

Return 

Liquidity  

Asset-

liability 

match 

Asset-

liability 

match 

Risk-

adjusted 

return 

Risk-

adjusted 

return 



Note： Equity investments include preferred stock;  Alternative investments include PE and real estate； 

 Investment procedure – differentiated strategic asset 

allocation for different insurance accounts (5/5) 
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0% 

76% 

14% 

9% 

1% 

Traditional Life 

现金及等价 固定收益 权益资产 另类投资 多策略 

0% 

78% 

16% 

4% 

2% 

Participating 

现金及等价 固定收益 权益资产 另类投资 多策略 

0% 

76% 

18% 

5% 

1% 

Universal 

现金及等价 固定收益 权益资产 另类投资 多策略 Cash and 

equivalents 

Fixed 

income 
Equities Alternative 

investment 
Multi-

strategy 
Cash and 

equivalents 
Fixed 

income 

Equities Alternative 

investment 
Multi-

strategy 

Cash and 

equivalents 
Fixed 

income 

Equities Alternative 

investment 

Multi-

strategy 



6.6 6.9 

7.3 7.5 7.8 7.9 

15.1 15.4 15.4 
14.6 14.7 14.5 

8.6 
8.5 

8.2 

7.1 
6.9 

6.6 

5.5

6.0

6.5

7.0

7.5

8.0

8.5

9.0

6.0

8.0

10.0

12.0

14.0

16.0

201312 201412 201512 201612 201712 201806

Fixed asset duration (left axis) Liability duration (left axis) Duration gap (right axis)

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037

资产现金流 1,356 2,069 1,754 1,572 1,651 1,064 694 761 583 658 344 461 418 228 251 217 255 583 401 368

负债现金流 2,077 2,462 2,887 3,465 2,676 1,967 1,142 673 252 -16 -219 -490 -729 -1,098 -1,230 -1,368 -1,591 -1,904 -2,100 -2,380

 -3,000

 -2,000

 -1,000

 -

 1,000

 2,000

 3,000

 4,000

 5,000

 6,000 Cashflow forecast of Ping An Life (Only assume 5 years of new policies in 2018-2022) 

Asset-liability duration gap continues to reduce since 2013 

 Our achievement – a narrowing asset-liability 

mismatch, net-outflow may only occur in 2029 (1/2) 

13 

Assets 

Liabilities 
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 Our achievement – highly solvent, even under severe 

economic conditions (2/2) 
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150%

160%

170%

180%

190%

Dec/16 Mar/17 Jun/17 Sep/17 Dec/17 Mar/18 Jun/18

Under extreme scenario:  
C-ROSS Solvency Ratio still maintained at above 150% 

200%

205%

210%

215%

220%

Dec/16 Mar/17 Jun/17 Sep/17 Dec/17 Mar/18 Jun/18

C-ROSS Solvency Ratio maintained at above 200% 

Ping An’s 2018 Stress Test 

(extreme scenario) 

 HS300 index (CSI 300) -42% 

 1-yr govt bond yield -112bp 

 10-yr govt bond yield -98bp 

 Credit default rate 1.91% 

 Real estate price -27% 

 USD/RMB spot rate -9% 

…… …… 



 Investment risk mgt framework – the only Chinese 

institution in G-SIIs, aligned with international stds(1/2) 
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Risk Management “251”System 

Ping An Group 

Subsidiaries 

Operation 

Compliance 

risk 

managemen

t 

Asset 

quality risk 

mgt  

i.e.  

Investment 

risk mgt 

Liquidity 

risk mgt 

Information 

security 

risk mgt 

Brand and 

reputation 

risk mgt 

 In line with 

international risk 

management 

standards 

 Seamless 

connection of risk 

management 

process and 

systems 

Governance  Finance Treasury Transaction Credit Information 

5 

 Unified 

management 

standard 

 Strict firewall 

between different 

subsidiaries 

1 Firewall 

 Dual system of  

governance at 

both Group and 

subsidiaries 

level 

 Group to 

oversee and 

manage 

aggregated risk 

of subsidiaries 

2 

Note: Professional committees at the Group level participate in the review and assessment of major risks. This includes the Group Risk Management 

Executive Committee and the Group Investment Management Committee. 



 Investment risk mgt framework – a sound risk mgt 

system that promotes a balanced risk and return (2/2) 
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Standardised internal credit 

ratings 

Risk capital and stress testing 

Industry concentration 

exposure 

Internal assessment of investment 

and risk management capability 

Tracking of significant 

counterparties 

EVA appraisal 

Risk appetites and limits 

Investment risk  

data 

Investment risk  

models 

Counterparty concentration 

exposure Counterparty limits 

Strategic asset allocation model 

KPI appraisal system 

Asset-liability management v2.0 

M
a
n

a
g

e
m

e
n

t 

T
o

o
ls

 

M
a
n

a
g

e
m

e
n

t 

p
ro

c
e
s
s
e

s
 

Risk 
governance 

Investment 
risk 

management 
framework 

Systems 
and 

platform 



 Investment risk mgt process – annual risk budgeting 

and 4-category limits after adequate stress tests (2/8) 
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• Under stressed scenario, the solvency ratio shall not be less than 120% ;  
 

• Under stress scenario, the shortest survival time shall not be less than 30 days; 
 

• Reduce the probability of reputation risk events to the largest extend, avoid the risk from 

upgrading to a crisis; 
 

• Fulfill regulatory requirements and Group compliance and operational risk management 

requirements. 

Group 

risk 

appetite 

Subsidiary 

risk 

appetite 

and limits 

Capital 

Liquidity 

Reputation 

Operational 

Compliance 

Risk 
appetites 

Risk 
tolerance 
and limits 

EVA/ 

RAROC 

• Risk limits targeted at the whole subsidiary level, including capital 

adequacy ratio and non-performing loan ratios 
Core limits at the 

company level 

Core limits at the 

business level 

Monitored limits 

Limits at the Group 

level 

• Limits not affecting the KPI, examples include rating mix of 

credit assets 

• Risk limits targeted at specific business lines of the subsidiary 

• Group-wide industry limits and counterparty limits 
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Example: The ceiling limit of asset allocation of each category in each account 

Core risk limits  

at company level 

Core risk limits at business lines 

Subsidiary 
C-ROSS Solvency 

Ratio 

PA Life 

≥150% under stressed 

environment 

(“stressed”) 

PA P&C ≥150%, stressed 

PA Pension 

Insurance side: 

≥150%, stressed 

Third party side: 

Credit risk capital 

≤58m;  

Market risk capital  

≤29m 

PA Health ≥150%, stressed 

Subsidiary Account Equity % 
Corporat

e bond % 

Alternativ

e % 

Real 

Estate % 

Private 

Equity % 

PA Life 

Traditional 18.5%   9.0% 

Participating 22.3%   6.0% 

Universal 21.3%   6.0% 

PA P&C Traditional 15.0% 30% 45% 30% 10% 

PA Pension 

Traditional 23%   30.0% 

Participating 20.6%   30.0% 

Universal 20.4%   30.0% 

PA Health Traditional 15.0% 30% 20.0% 0.0% 0.0% 

 Investment risk mgt process – Example: risk limits 

set by insurance subsidiaries (3/8) 
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Note: The regulatory 

solvency requirement 

is ≥100% under normal 

condition. 



Investment risk mgt process- Industry concentration 

exposure management covering 39 industries (4/8) 
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High-risk industry 

limits  

(strict control) 

Other industry 

exposure limits 

(soft control) 

Industry risk evaluation 

Industry research 

(qualitative) 

External data 

(quantitative) 

Industry 

risk 

ranking 

Scorecard 
exposure 

model 

control 

mechanism 

M
a
n

a
g

e
m

e
n

t 
 

P
ro

c
e
s
s

 

E
.g

. 

C
o

a
l 

in
d

u
s
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y
 

Ranked 

bottom 

10% 

Limit set 

at certain 

bn RMB 

Defined as a high-risk 

industry, apply strict control, 

with a limit of certain bn 

RMB -> Exposure reduced 

by 22.6% after control 

Qualitative：... due to latest 

environment policies, over-

capacity and cyclical factors, the 

score is relatively  LOW …  

Quantitative：… The total 

liabilities of industry in 2017 is 

around 4 trillion, asset-liability 

ratio is as high as 67.8%, 

profitability is poor, high default 

rates… … 

Industry 

concen- 

tration 

exposure 



Investment risk mgt process – Counterparty limits 
to suppress high risk counterparty exposures (5/8) 
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Equity control enterprise 

Senior management 

control enterprise 

Related-party guarantee 

enterprise 

… 

One limit for each 

counterparty 

‘Counterparty’ =  

a group of related 

corporate clients Counterparty's 

risk condition 
Ping An’s  

risk tolerance 

Two 

dimensions 

Four 

factors 

2. Establish 

counterparty limit 1. Identify 

counterparty and 

related parties 

Change Counterparty limit for Zhejiang X Group =  

RMB 8.0 billions 

Zhejiang X 

Group 

Zhejiang Y 

holding 

company 

Jiangsu W 

Co. Ltd 
Zhejiang Z 

Co. Ltd 

Zhejiang M 

real estate  

group 

Jiangsu V 

real estate 

company 

Manually 

confirmed 

Equity control relationship 

Senior management control (manual confirmation) 



 Investment risk mgt process – internal credit rating 

developed since 2003 (6/8) 
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Internal VS. International 
standards 

Full coverage 

13 industries 

circa 30,000 assets 

100+ credit specialists 

Unified standard 

Unified ratings 

Unified models 

Unified procedures 

Standardised ratings across 10 subsidiaries 

Pre-investment Investment stage Post-investment 

Credit screen and 

selection 

Decision making 
Monitoring 

Capital mgt 

Regular  

review 
Internal 

differences 

Transition 

matrix 

Rating 

assumptions 

Wide  

usage 

Ping An S&P 
Moody

’s 

AAA AAA Aaa 

AA AA+~A Aa1~A2 

A A-~BBB A3~ Baa2 

BBB BBB-~BB 
Baa3~ 

Ba2 

…… …… …… 



Big-data 

public info 

monitoring 

system 

Subsidiaries  

Ping An  

Group Asset  

Management 

Center 

Involved unit/line/ 

monitoring system 

Emergency contact/ 

system  owner 

CRO/CIO of 

 subsidiary 
Group senior mgt 

and subsidiary CEO 

Identify 

important  

events or 

negative news 

Report exposure 

and mitigation 

plan, feed into 

 to risk systems 

Identify 

important  

events or 

negative news 

Give warnings  

and inquire  

mitigation  

actions 

Consolidate  

information 

and review 

mitigation plans 

 15 minutes 
Acknowledge 

and give out 

instructions 

45 minutes 

Major event? Trigger disaster  

reaction plan 

for major events 

 1 hour 

Monitor 

negative  

public events 

Screen out  

market incidents 

report to Group 

Feedback  

Weekly tracking 

Daily 

 feeds 

Screen out  

important  

events 

Important events 

Valid feed? 

 Investment risk mgt process – a 2-hour quick response 

through ‘grey-list’ & big-data early warning system (7/8) 
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Exposure 

15930 
Warning signals 

（2 months） 

Litigation amount 

Warning strength 

Financial ratios 

Negative news 

White list 

206 
Counterparties 

（2 months） 

Investment risk mgt process –16k warning signals in 

two months via big-data, traced 206 counterparties (8/8) 
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www.companyname.com 

0 default  

in non-std 

assets 

0 default 

in corporate  

bonds 

 Our achievement – 0 default in non-standard assets, 

0 default in corporate bonds in H1 2018 

24 

The RMB 360 billion non-standard assets invested by 

the insurance funds account for 14.1% of the entire 

portfolio, so far there is no default.  

The proportion of corporate bond invested by the 

insurance funds is 6.7%, with the amount of over RMB 

170 billion. No default during the first half of 2018.  



 30+ asset models 

 100+ financial parameters 

 3 000+ financial assets 

data 

 10 000+ economic 

scenarios 

 60 000+ simulation nodes 

 200 000+ statistical data 

 1 000 000+ results 

 60min to finish all 

calculations above 

 313 data fields；277 

products 

Economic Scenario 
Generator (ESG) 

Optimisation Tool Asset-liability simulator 
（Simulation) 

• 10,000+ Monte Carlo simulations of the 
economy, each generating a different set of 
asset returns and cashflow 

Database and Query Tool 

• Full path simulation, work out the 
investment return, duration mismatch and 
cashflow at each time step under each 
economic scenario.  

• Storing all computations and results 

• Large amount of statistics for each variable 

•  Generating the efficient frontier 

•  Optimising according to multi-dimensional 
requirements 

 

@ Investment risk database 
（Database） 

remote iPad application 
（Investment Analysis） 

• Collecting all internal investment and risk 
management related data, files and market 
data to support real-time monitoring and 
warnings 

• Verifying group exposure in 10 minutes 

• Asset allocation analysis, investment risk 
scenario tests and stress tests 

 Investment management system – the world leading 

Ping An-Conning asset allocation system (1/2) 
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Users 

 

Analysis and 

management 

platform 

Full process 

governance 

Base 

 Investment management systems – from a traditional 

accounting system to a state-of-art smart platform (2/2) 
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Internal project data AI technology support External market data 

Asset provider Capital provider Supervisor 

Investment 

project 

assessment 

Post-

investment 

management 

Big-data 

market 

monitor 

Early-warning 

system 

Daily mgt 

monitoring 

After-investment 

AI risk warnings 

24/7 media 

screening 

Limits/labels 

warning 

Investment stage 

M-shape decision procedure 

Decision tools 

Governance 

levels 

Pre-committee 

communication 

Pre-investment –  

Standardised applications 

Recording of 

project files 

Authority control 

Ping An’s investment management platform 

Group 

+ 

Subsidiaries 

Standardised 

reports 

Customised 

reports 

AI search 

engine 

Covering 23 
subsidiaries 

36,535 data fields 

12,000 data 

labels 

4.23million 
pieces of data 

updated every 

month 

Group/Subsidiary 

specific tools 
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INDEX 

1. Key investment challenges and our performance 

2. Ping An’s investment and risk management regime 

3. Dealing with key risks within insurance assets 

1. Investment management strategies 

2. Non-standard assets investment risk management 

3. Corporate bond investment risk management 

4. Real estate investment risk management 

5. Equity investment risk management 

6. Embracing the challenges posed by IFRS9 standard 

7. Embracing the Asset-Liability Mismatch 



  1 

“NII+”Strategy —— Create a cushion for insurance investments 

Over the past decade, the compounded growth rate of NII reached 20.56%, hundreds of billions of 

cashflow provided solid support to Ping An’s growth.  The coverage ratio of NII to life 

compensations has also increased over the past five years. 

  2 

Fixed Income investment strategy —— Extend asset durations + seek tax exemptions 

Actively purchase long duration assets. We hold over RMB 575bn 20yrs+ bonds, average duration 14.75 

years. Over the past five years, asset-liability mismatch has reduced by 2 years. Over the past ten years, 

tax-exempted assets contributed an extra by 50 bps of investment returns per annum.  

  3 
Real estate investment strategy  ——  “Cornerstone” of long-term return 

Allocation to real estate investments to increase from 2% to 10%，exploring new types of real 

estate investments. 

 4 

Equity investment strategy —— Focus on key holdings, making use of good external managers 

Concentrate on in key holdings. Based on our cost of buying, we predict the dividend ratio by HSBC for 

2018 is up to 5.9%, ICBC is 5.2%, and Country Garden as much as 22.7%;  we plan to increase the 

mandate size to external managers. 

5 
Overseas investment strategy —— Adequate diversification, with managed FX risks 

Non-capital market investment will be mainly through entrusted investment. 

 Investment outlook: Global financial asset return in 5-

10yrs could be lower than the average of past 10-20yrs 
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Clients 

Manager 

Investment 

Committee 

• Quota management 

• Concentration limits 

• Business team's project 

management 

• Subsidiary's investment 

decision committee 

• Internal/external credit rating  

• Secretariat assessment 

• Investment Committee review 

• Strict firewall between product 

side and funding side Investments 

RMB2.58 

trillion 

% of non-standard debt assets 

14.1% 

85.9% 

71%with credit 

enhancement 

Remaining 50% 
endorsed by 

government 

Cashflow 

coverage rate 

88.5% 

Strict  
 

Group & 

Compliance 

requirements 
 

 

Clear 
Responsibilities 

 & Entry 

requirements 

0 default 

 Non-standard debt credit risk mgt – multi-stage 

assessments, credit enhancement, govt credit (1/3) 
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17.7 

6.1 

35.8 

5.5 

6.5 

29.9 

19.8 

3.0 

11.5 

100.0 

Investment 

proportion (%) 

    Highways 

    Utilities 

Infrastructure 

    Infrastructure and industrial parks 
    Other（Water, Environmental,  

    railways 

 Non-banking financials 

Real estate 

Coal mining 

Other 

TOTAL 

5.93 

5.53 

5.82 

5.77 

5.84 

5.70 

6.12 

6.16 

5.78 

5.85 

Nominal 

investment 

income（%） 

名义投资收益率
(%) 5.85 

2.90 

4.82 

4.58 

4.01 

4.25 

2.62 

2.41 

5.26 

4.22 

Remaining 

maturity 

(Years) 

Infrastruc
ture 
36% 

Non-
banking 

financials 
30% 

Real 
estate 
20% 

Coal 
mining 

3% 

Other 
11% 

Note: (1) Non-standard debt assets: refer to debt assets other than standardised ones； 

          (2) The data includes the asset-backed plans, amounting to RMB35bn compared with  

              the total amount of debt plans and trust plans; 

 

 Non-standard debt credit risk mgt – infrastructures 

and non-banking financials have lower risks (2/3) 
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• Targeting the risk in debt plans, the CBIRC has formulated very strict regulations on initiating and issuing debt plans, which 

greatly reduced the credit risk of debt plans. Typical requirements are listed as follows:  

 Issuer：Generally should be “insurance assessment management companies”.  

 Paying party：0 bad records (e.g. no defaults) 

 Fund provider：Insurance funds are NOT allowed to invest in product issued by institutions punished by the 

regulator over the past 3 years (including debt pans and trust plans) 

 Credit enhancement：the transaction structure should have effective credit enhancement, such as: 

• Type A: jointed-liability guarantee provided by state-owned commercial banks or publically-listed banks; 

• Type B: the guarantor must fulfill multiple conditions such as net assets no less than RMB 15bn, guaranteed 

amount cannot exceed 50% of its net assets etc. if the guarantee is provided by the parent company or the 

effective controller of the paying party, the guarantor’s net assets should not be less than 1.5 times that of the 

paying party If the guarantor ； 

• Type C: guarantee provided by pledge or collateral of no less than 2x the fair value of the debt;  

 Non-standard debt credit risk mgt – strict regulations 

strengthens product security (3/3) 
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 Corporate bond credit risk mgt – low allocation, high 

ratings, strict controls (1/2) 

32 

Investments 

RMB2.58 

trillion 

% of Corporate bonds 

 6.7% 

≈ 93%    rated AA or above (external) 

≈ 80%    rated AAA (external) 

3 stage 

control 

to  

tackle 

corporate 

bond  

risks 

Stage 1 

Stage 2 

Stage 3 
Post-investment 

management 

Credit 

control 

Asset 

allocation 

55.7% 

within which 

Financial debt 

16.0% 

Government 

debt 

21.5% 

Corporate debt 

6.7% 

Note: Financial bonds refer to securities issued by banks and non-bank financial institutions in accordance with legal procedures and agreed to repay principal 

and interest within a certain period of time. 

= 0 defaults  in H1 2018 



Pre- 
investment 

Post-
investment 

 
External rating ≧ AA+ 

 
Ranking in industry 

 
Credit enhancement and 

guarantees 
 

Rating agency reports/ 
credit reports 

 
Financial report for the last 
three years and the most 

recent issue 
 
  

 Corporate bond credit risk mgt – Rating, monitoring, 

early warning and quarterly full reviews (2/2) 
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Project daily monitoring 

Project quarterly monitoring 

 
 

 

 

 
 

 

 

 

 

Early warning 

information 

collection 

Entity 

warning 

Industry 

warning 

Region 

warning 

 

 

 

… 

 

 

 

 

 

Judgment  

based on key 

indicators 

 

 

 

 
 

 

Classify 

reminders 

KPI analysis 

Business and 

market 

analytics 

Investment & 

finance status 

Classify 

judgment 

Issue 

reminders 

 

 

 

 
 

Major risk review 

Risk model 

update 

Warning 

signal 

 

 

 

 

 

 

 

 

 

 
 

 

Classify 

reminders 

Industry 

ranking 

Business 

advantage 

Financials 

Credit ratings 

Classify 

assessment 

Classify 

judgment 

Portfolio 

management 

 
 

 

Probability 

of Default 

(PD) 

  

 

Loss Given 

Default 

(LGD) 

 

 

Concentrati

on  

 

 
 

       

Internal rating system, China Ratings, Wind, AI Early Warning  



New real estate Reference area 
Investment 

horizon 
Expected IRR 

Retirement real 

estate 
Around cities  >20 years 10~15% 

Industrial park 

Non-core areas in 

tier-1 and tier-2 

cities  

10 years 7%~9% 

Long-term rental 

apartment 

Most of them are 

within one hour of 

distance from core 

business districts 

in tier-1 cities and 

core tier-2 cities 

5-10 years 7%~8% 

City renovation 

Urban central area, 

shanty town, old 

commercial area, 

industrial area, etc. 

5-15 years 10~20% 

High-speed rail 

way new city 
Along railways  5-15 years 

 

IRR 12-15% for 

parts of the sales, 

and some parts 

may see IRR>20% 

due to the high 

turnover rate  

Investments 

RMB 2.58 

trillion 

98.2% 

 Office building RMB 38.3bn,   

92% located at tier 1-2 cities 

 Shopping malls RMB 5.1bn  

 Logistics RMB 5.3bn 

 Real estate contraction risk mgt – relatively low % of 

insurance assets, with few key focuses (1/3) 
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% of real estate assets 

 1.8% 



Stable cash yield to  

enhance the NII strategy 

Natural hedge against  

inflation in the long run 

Partnership with  

experienced developers  

to preserve property values 

Land reserves,  direct purchase 

Infrastructure and utilities investment 

Equity investment 

Integrate government and industry 

resources with Group resource: capital, 

brand, management, healthcare and 

pension etc. 

Infrastructure development 

Utilities development 

Office building development 

Industrial park operation, industry 

support 

Business innovations:  leasing, 

securitisation, REITS, PE funds 

 Real estate concentration risk mgt – multiple 

strategies to produce stable returns  (2/3) 

35 

C
a
p

it
a
l 

R
e
s
o

u
rc

e
 

D
e
v
e
lo

p

m
e
n

t 

M
a
n

a
g

e
 

m
e
n

t 



0%

20%

40%

60%

80%

100%

AAA AA+ AA AA- 及以下 

交易对手占比 敞口占比 

Pre-investment selection  
Credit rating：basic criteria 

Region, industry and financial ratios 

Risk mitigation techniques 
Differentiated：pledge rate, financial 

period, credit enhancement facilities… 

Real-time post-investment 

warnings 
Quantitative: net debt ratio, cash 

multiples, pledge rates… 

Qualitative: policy changes, etc. 

 Real estate concentration risk mgt – initial selection,  

mitigation and post-investment warnings (3/3) 
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* Based on external ratings 

AA- and below 

% of counterparties  % of exposure 



 Equity risk management – focus on high-dividend 

stocks and long-term holdings (1/2) 

37 

High-dividends, 
15% 

Strategic 
holdings, 33% 

Funds and 
financial 

investments, 
23% 

Unlisted private, 
7% 

Long-term 
holdings, 12% 

FI type funds and 
products, 11% 

• Our value-investment philosophy created a  

balanced mix of Equity holdings 

 Among our Equity holdings (23%), after deducting PE 

and joint venture holdings, the remaining part accounts 

for 16.5%, of which long-term holdings of common 

stock accounts for 7.1%, preferred stocks accounts for 

3.0%, short-mid term stock holdings only accounts 

for 5.8%; 

 H1 2018, we received 6.0bn dividend income, circa 

10.3% of the NII (58.4bn), higher than 2017; 

 Dividend ratios of banking preference shares at 4.85%，

dividend ratio from HSBC at 5.93%; 

High-dividends, long-

term holdings and 

strategic holdings 

account for 60% of 

our equity holding. 

Investments 

RMB 2.58  

trillion 

Short-mid term stock 

holdings 5.8% 

94.2% 

Major strategic 

holdings 

Dividend per 

share (18E) 

Dividend ratio 

(18E) 

 HSBC 3.98 5.90% 

 ICBC 0.29 5.40% 

 Country   

 Garden 
0.64 17.02% 

 China Yangze  

 Power 
0.67 5.55% 



Determination of 

total mandate size 

Monitoring, 

redemption and 

injection 

① 

② 

③ 

Selection of external  

managers and % alloc. 

Clients: 

• Ping An Life 

• Ping An P&C 

Investment 

managers： 

• Internal managers 

• External managers 

Supervisor： 

• Ping An Group 

Determine total 

mandate size 

Submit investment 

proposal (e.g. 

underlying FM) 

Assess 

internal/external 

managers and 

proposals 

Provide unbiased 

opinions on 

selections and 

allocation 

Make selection and 

allocate funds 

Investment upon 

agreement and 

investment guideline 

Regular performance 

report 

④ 

⑤ 

⑥ ⑦ 

Redemption or 

injection  

⑨ 

Provide opinions 

based on managers’ 

performance and risk 

indicators  

⑧ 

 Equity risk management – make full use of FOF/MOM 

strategies to boost return (2/2) 
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Incorporating IFRS9 – will lead to an increased 

volatility in accounting P&L (1/2) 

39 

IAS39 IFRS9 

Classification % 

HTM 70% 

AFS 30% 

Classification % 

AC 66% 

FVOCI 19% 

FVPL 15% 

P&L volatility 

 – IAS39 

P&L volatility 

– IFRS9 

Dummy 

account 
0.20% 2.0% 

* Based on one-year Monte Carlo simulations 

 Assume a sample portfolio is switched through the 

following rules, the expected volatility in P&L will 

largely increase. 

 Using historic back-testing approach, IFRS9 

would have resulted a much higher volatility in the 

accounting P&L. 

* Dummy account consists of 60% bonds, 20% stocks and 20% non-standard assets. Non-standard assets and 80% of bonds are booked under HTM 

or LR, stocks and 20% of bonds are booked under AFS. 

-1.50%

-1.00%

-0.50%

0.00%

0.50%

1.00%

1.50%

2.00%

Monthly P&L over the past 12 months of the 

dummy account 

IAS 39下当月财务收益率 IFRS 9下当月财务收益率 



Incorporating IFRS9 – mitigating the impact of IFRS9 

through optimisation and asset allocation (2/2) 
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• 建立风险偏好框架下的SAA配置体系，

大类资产考虑会计分类的影响，并在此

基础上进行投资组合优化 

•  在权益投资中考虑将高分红股票归类为

FVOCI，同时对长期持有且符合条件的长

股投以权益法计价，控制财务波动风险 

•  挖掘新型资产大类，提升资产组合风

险收益比；加强积极和动态的组合管

理，控制权益上限；通过衍生品对冲市

场下行风险 

Mitigating 

IFRS9 

impact 

Adjust accounting classification 

for certain Equity holdings 

• Allocate high-dividend stocks under 

FVOCI, and adopt the Equity Method 

for long-term equity holdings, to 

reduce P&L volatilities 

Restrict lower-grade corporate 

bond investment 

Optimise terms of non-standard 

assets 

Early control of FVPL% at the 

Strategic Asset Allocation stage  

• Reduce investment in low-rated 

corporate bonds to avoid a significant 

increase in impairment provision for 

such assets to cover credit risks 

• Ensure non-standard assets can pass 

the SPPI test to the greatest extent, to 

avoid the classification of FVTPL which 

may increase the fluctuation of our P&L 

• Consider P&L volatility as part of the 

investment risk appetite, which is 

embedded in the Strategic Asset 

Allocation as an essential objective. 



www.companyname.com 

 Summary —— Ping An’s 6 key strengths in 

investment and investment risk management  

41 

Aligned with international standards – 

“251”framework, internal rating 
Group & subsidiary dual control 

system to ensure risks are 

transparent and manageable at 

consolidated level;  

Collaboration with global firms to 

promote international standards. 

Professional tools – supporting  

SAA and risk control 
Localised the world leading Conning system; 

first to introduce Risk Frontier & Risk 

Manager, to create a modern risk management 

system 

Quantitative investment decisions – 

investment budgeting, risk management 
Developed a localised Strategic Asset Allocation model 

based on the liability features; 

Comprehensive limits system covering 23 subsidiaries. 

Advanced systems – system-

based process management 

Started in 2012, the investment and risk 

management system and investment 

database have evolved and transformed into 

a smart one. 

Process management – highly valued 

post-investment management 
Utilisation of big data to support full investment process 

and promote realisation of investment objectives 

Local data – an in-depth 

analysis of the Chinese market 
10,000 economic scenarios based on 

China data; Economic capital models, 

and stress test scenarios based on 

domestic market. 



Thank you ! 



Ping An Life 
2018.10.12   Shenzhen, China  

Technology Empowers PAL 



Technological application in PAL has gradually upgraded to 3.0  

2 

Full-process 

online recruitment management   

Online  

distance training 

Full-process  

online activity record  

MIT mobile-end sales 

Mobile-end  

Jin Guan Jia APP 

Traditional   

technology 

Mobile  

internet 

Online  

recruitment test 

Online training  

management 

Online management of  

activity plan and performance   

Electronic proposal 

MIT online sales 

PC-end  

online services 

Artificial 

inteligence 

 2004  2014   2016  

1.0 2.0 3.0 

AI assistant online  

activity management 

SAT sales 

AI-based training 

AI customer service  

AI risk control 

AI recruitment 
Agent 

recruitment 

Training 

Agent 

management 

Sales model 

Services 



Technology empowers PAL to obtain remarkable achievement in 1.0 and 2.0 

3 

Time for underwriting  

5 days shortened to  

15 mins 

Proportion of online services   

90%  

Paper saved  

310 mn sheets/year  
Online agent training  

91%  

1.0 Traditional technology 2.0 Mobile internet 

Services manpower reduced 

70% 

Productivity improved  

32% 

Achievement 

① 

② 

③ 

④ 

⑤ 

⑥ 

①Total paper saved in preparing electronic proposals and insurance policies 

②Time taken from application for insurance, insurance underwriting to completing payment    

③Proportion of online learning courses to all courses for agent 

④Proportion of online services to overall services for customers  

⑤Number of manpower reduced under Smart Customer Service model 

⑥Growth of FYP per agent from 2014 to 2016  



Multiple business pain points lead to 3.0 solutions   

4 

 Pain-points Solutions 

1.Agent recruitment 
Hard to screen candidates massively 

3.Agent Management  
Hard to do real-time management   

2.Training  
Hard to tailor-made tutoring 

4. Sale model  
Hard to do precise marketing  

5. Services   
High service cost of manpower 

AI assistant 

SAT 

AI-based training 

AI customer service 

AI risk control 

AI recruitment 



1. Agent recruitment: AI recruitment and interview to achieve better 
screening, resources allocation and career development 

5 

Accurate  

agent screening 

Efficient financial  

resources allocation 

Optimal career path preset 

 

13-month 

retained 

agent 

coverage 

ratio  

95% 
Terminated 

NA 
Low 

potential 

Talent  

scheme 

High potential 

FNA 
Qualified  

Agent  

High-performance 

Supervisor 

…… 

…… 

On 

board 

① 

①  Proportion of retained agent selected by the model to the total retained agent  



AI recruitment: Design screening process, collect information online 
based on agent characters and build model 

6 

Model 

• 6,400+ layers which improves the node factors of decision trees   

• 10+ hidden layer network 

• 76,800+ neural network   

• Integration of multiple algorithms including GBDT, FM, DNN, etc.   

• 40 mn + parameters computing 

• 1,000 +  CPU&GPU cluster computing  

Training 
EPASS 

 test 

AI 

interview 

Work 

experience → → → 

Collect information online 
throughout the entire process 

Build model to 
select agent 

Prospective  

agents info 

Career 

ambition 
Personal 

info 

…… 

Training 

status 

Behavioral  

habits 

Customer 

service 

Customer 

network 

Reference 

check 

Information collection 

Select  

Agents  

Algorithm 

Big data to portray agent 
characteristics 

EPASS 

data 

Agent 

characters 

Features of 

lapsed agent 

Features of 

retained agent + 

+ 

Training 

data 
…… 

…… Expert 

experience 

Mining 

historical 

data 

Design 

recruitment 

process  

Massive 

information 

collection 

Performance 

data 

Visit 

record 

Sales 

ability 

Customer 

network  
Adapt- 

ability  

Career 

ambition 

Retained 

agent 

Resources 

allocation 

labeling  

Optimal career 

path preset 



AI interview:  AI-empowered interviewers conduct real-time online smart 
interviews, to achieve information collection and confirm willingness 
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Online smart interviews in high concurrency  

AI-empowered 

interviewers 

Housewives 

 

Precision 

matching 

Generate 

questions 

Collect 

information 

Questions 

feedback  

Automated Q&A Voice identification 

Voice synthesis 

Facial recognition 

Interactive technology Smart  Q&A  

Smart guidance 

Emotional 

understanding engine  

Facial outline 

identification 

Knowledge 

reasoning engine 

Deep neural 

network 

Intent identification  

engine 

QA engine 

Decision engine 

Professional 

sales person 

Office 

workers 

SME 

owners 

 

… 

… 

   Question  

pool 

  Answer  

 pool 

Q 

A 

Expert 

experience 

Attract prospective agents to 

interview &  

decisional interview 

  
Collect information 

of prospective 

agents 

Confirm willingness 

to join 

Q&A 



AI recruitment and AI interview have been fully launched in agency 
channel and have gradually delivered achievements 

8 

Cumulative time length 
of online AI-interview  

  

1.43 mn hours/year 

2019  Target 

Saved financial resources  13-month retained agent 
identification ratio%   

95% 

2018 

Fully launched 

 in  

agency channel  
① ② 

③ 

①Estimation of the time length of candidates’ online interviews 

②Proportion of retained agents selected by the model to the total retained agents 

③Total saved costs including office expense, training allowance and trainings    

RMB 630 mn 



High-performing agent rapid replication 

…… 

…… 

…… 

…… 

2. Training: AI-based training to achieve agent skills improvement and 
high-performing agent   rapid replication 
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… 

… 

… 

… 

… 

… 

… 

… 

…… 

Agent  

①Agents with over RMB 3,000 first-year commission and over two insurance policies in the current month   

① 

Hardworking 

agent 

Agent with  

resources 

Agent with  

social skills 

Agents with  

good sales skills 

Agent skills improvement 

A Goal and ambition

B Habit

C Learning ability

D Customer resources

E Customer
development

F Sales capability

G Team environment

H Background

benchmark before after

Potential  

high- 

performing   

agent 



Agent skills improvement: Weakness identification, smart allocation of 
courses, and training results tracking 
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+ 

Weakness identification Smart allocation of courses Training results tracking 

Fail 

Restudy + supervisor mentor 

 Pass 

Move to next step 

Learning 

results 

evaluation 

Capability 

assessment 

Course 

label 

        Course content 

        Course form 

Exam  

+ 

+ 

H. Recognition of life insurance 

.…… 

F. Multi-product recommendation 

C. Familiar with technology  application 

E. Customer relationship  

Strength 

Weakness 

Course 2 

…… 

Course 1 

+ + 

Algorithm  Model Online course pool 

900+ courses 

Cover all ability categories 

12  Abiility categories scores 

44  Ability scores 

97  Indicator scores 

Score card model 

 K-MEANS algorithm 

Category forecast model 

…… 

A

B

C

D

E

F

G

H

brenchmark

before

Course 

match 

rule 

Engine 

allocat-

ion 



Rapid replication of talent agent : Big data to build high-performing 
agent profile model and design training plan 
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Big data to explore talent characters Talent training plan  

Mining 

Historical 

data 

Agent 

profile 

 model 

Expert 

experience 
Working 

behavior 

Learning 

ability 

Customer 

relations 

ability 

…… 

Visits …… 
Training 

course 

Pocket E 

usage 

Agent with 

social skills 

Agent with 

networks 
Diligent 

agent 

Agent with  

sales skills 

…… …… …… …… 

Profile of 

social-

oriented  

agent 

Profile of 

diligent 

agent 

Profile of 

agents with 

good sales 

skill 

…… …… …… …… 
Profile of 

agent with  

networks 

Plan B 

…… 

Plan A 
• Target  

• Method  

• Time  

• …… 

Personalized target set up 

Smart allocation of tasks  

Online monitoring 

450+ recoding features 

 2 layers model   

 Potential label fusion 

GBDT, LR algorithm integrated model 

K-MEANS algorithm 

Label management rules 

Algorithm  Model Online management system 

+ 

Training  

 plan 



2018 

AI-based training is about to be fully launched and will significantly improve 
efficiency of nurturing high-performing agent  
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Expand the scale of high-performing agent 

High-performing 

agent 

Ordinary 

agent 

Shorten the time taken of training high-
performing agent 
 

36 months         

15 months 

2018 

383,000 
2019 Target 

459,000    

20% 

① 

①The average time from agent on-boarding to first achievement of high-performing agent 

2019 Target 



3. Agent management: AI assistant realizes smart allocation of tasks, 
and provides online sales assistance 
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AI assistant 

Smart allocation of tasks 

Insert company plan in 

advance 
• Business target split + smart 

schedule plan 

Managers allocate 

tasks real-time 
• Generate new schedule based 

on managers’ instruction 

Online sales assistance 

Assistance related to 

work Q&A 

• 7*24 online and answer questions 

1v1 smart mock training 

• 100% participation 

Self-made and  

customised plan 

• Agent can adjust plan based on 

individual situations 



AI assistant: Already developed three capabilities: smart task 
management, smart mock training, and smart Q&A  
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Smart task management 

Dynamic task split Decision generation 

Label expansion 
Knowledge map 

calculation 

Deep semantic 

matching model 

Task engine 
Natural language 

understanding 

Text mining  

Text processing 

Intention 

comprehension 

Technology 

support 

+ + 

Task B 

Task A • Task type 

• Importance 

• ……   

 

• Effective period 

• Source  

 
…… 

Task  

label 

Task  

allocation 

Task  

engine 

Smart mock training  

Man-

machine 

practice 

Man-

machine 

exam 

Ability 

evaluation 
+ + 

Huge script  

pool 
Smart allocation  

engine 

+ 

Smart Q&A 

Massive 

information 

collection 

Professional 

answers + 

Q&A 

update 

Accurate 

matching 

Question 

Pool 

Answer 

Pool 



4. Sales model: SAT enables real-time connection, high-frequency 
interaction, precise marketing and agent sale process management 
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Real-time connection Precise marketing High-frequency interaction 

Agent  
News 

Activity Tool 

Product  

Car owners Childcare  Insurance  

… 

Health  
Customers 

S 

A 
A 

T 

E-Kit 

Sales lead 

Product name 

Customer classification 

…… 

Service lead Relationship 

lead 

Recommendation  

Importance of lead 

Company  

Agent sales process management 

Generation of 

compliant content 

Real-time monitoring 

for communication  
Behavior evaluation 

Risk evaluation  

of agent  

Agents 

QR CODE 
Cloud  

marketing 

Facial 

recognition 
Smart allocation 

Cloud  

recognition 

JS-SDK  
Fingerprint 

payment  

SDK 

AI smart 

recommendation 

OCR 

Technology 

support Voice 

interaction 
Big data 

Deeplink LBS 



Sales process management: Full-process tracking to reduce  behavioral 
risks of agents  
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Attendance 

record 

Training 

record 
Complaint 

record 

…… 

Voice recognition  Cloud recognition  
Sales behavior evaluation 

model  
Multi-media interaction  Technology 

support 
Big data  

Consensus monitoring 

system 
Text recognition  

Zhan E Bao 
Zhan E Bao + Wechat + 

Jin Guan Jia 
Back-end support  

Generation of 

compliant contents 

Real-time monitoring for 

communication  
Behavior evaluation 

Consumption 

record 
Asset 

status 

Loan 

record 
…… 

Customer  

visit 

Online 

media CS call …… 

Repost 

frequency 
Repost 

target 

Repost 

time 

…… 

Risk evaluation of 

agent 

Risk 

E 

D 

A 

Expert teams to 

generate content 

Product Information  …… 

Centralize content 

publication  

System 

review 

Manual  

review  
…… 

C 

B 

Agents 

Fake  

Information  

communication  

Customer 

complaints 

Mis-selling 

Low  

attendance 

Poor  

consumption 

record  

…… 

High 

Low 

Customer  

voice 

Offline  

behavior 

Credit 

status 

Communi- 

cation  
 



SAT model had been deeply applied in PAL, with remarkable results 
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Interaction times  

220mn 1.3bn 

Sales lead 

conversion ratio  

10.8% 

Reached customers ① ② 

③ 

①Number of readers who read the contents forwarded by agent online 

②Number of time users had read the content forwarded by agent online   

③ Proportion of successful conversion of sales lead provided to agency channel      

   



Technology 

support 

5. Customer service: 24h-online virtual-human services to achieve 
precise and efficient service  
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Knowledge map 

Biometric identification  

RPA robots 

Decision tree  

Micro facial expression  

H5 Text interaction  

Customer profiles  

Image recognition 

NLP  

Timeline 

Optimal routes NBA 

Service tips 

Recommendation engine  

Multi-media interaction  

OCR 

Hospital network  

Scenario pool  

Customers 

Instant ID  

identification 

Capture 

of needs  

precisely  

Online  

document  

collection 

RPA 

Machine 

processing 

Online interaction 

Automatic 

 review  

Capture of 

scenario leads 

Product 

matching  
“one sentence”   

recommendation 

Business type identification  Smart processing Product recommendation 

7*24 online virtual-human service  

Instant 

identification 

ID + Needs  

One-click 

solution 

Inquiries +  

Process services 

Services + Products 

①Robotic Process Automation 

① 

Precise 

recommendation 

Precise and 

efficient service  



AI risk control: Big data builds risk factors pool, identifies risks 
precisely, provides layered strategies and visualizes management  
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Model 

• 300mn+ data for screening, 1000+ risk fields 

• 42mn+ historical data 

• 20mn+ case studies 

Identifies and grades 

risk precisely 

Visualizes risk 

management 

Algorithm 

Big data builds  

risk factors pool   

Data  

mining 
Basic 

data 

   

Behavior 

data 
Wealth  

data 

Risk 

factors 

+ 

Claim 

rules 

Case 

features 

…… 

…… 

Health risk forecast model   

Customer wealth evaluation model   

Rules 

factor 

Blacklist 

factor 

Model 

factor 

KRI (key 

risk indicator) 

factor 

Customer fraud behavior model   

Related transaction behavior model   

Automatic 

classification 

and monitor 

Nation-wide 

risk map 

Real-time  

data presentation  

         Layered strategies  

Expert 

experience 

High 

Medium 

Low 

Precise 

Efficient 

Simple 

Health 

data 

 

Under- 

writing  

rules 

Indicator 

features 

…… 



AI customer service and AI risk control have been fully launched and 
will generate significant impact  
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Proportion of online  

AI services 

99% 
Anti-fraud 

reduces losses  
Superfast underwriting  

reduces premium lapsed   

Service drives  

sales revenue   

2019 Target 

Fully launched in 2018 

￥ 

① Proportion of AI-enabled services to online service 

② Total sum of claim rejection of high-risk claiming cases identified by Smart Risk Management System 

③ Improvement in (estimated) direct underwriting approval * estimated underwriting premium * 14% reduction in lapse  

④ Total sum of sales revenue achieved by successful product recommendation in the service process  

      

① ② ③ ④ 

RMB 350mn RMB  2.8bn RMB 2bn 



Thank you! 
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