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EV Valuation Methodology & Assumptions 
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Excess of market value 
of assets over statutory 
liabilities

Discounted value of 
distributable earnings
from In-Force business

VIF
(Value of In-force Business)

ANW
(Adjusted Net Worth)

Methodology Assumptions

� Risk Discount Rate 10% (2013: 10%)

� Investment Return 4.75% (2013: 5%)

� Capital Adequacy Ratio 140% 
(2013 : 140%)

� Tax Rate 20% from 2014 onwards          
(2013 : 20%)

� Lapse, mortality, morbidity, expense and 
loss ratio assumption are prudent best  
estimate of BLA’s future experience based  
on recent experience studies and business
environment in Thailand.

� BLA has adopted a traditional discounted  
cash flow methodology to determine the 
components of Embedded Value (EV)

� It is a common methodology used by life 
insurance companies in Asia at the current 
time

Component of EV 



Summary of results
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Significantly increasing of EV
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� EV 2014 increase significantly 
from 2013 (+46%).

� The main reason comes from 
the increase in the fair market 
value of bond due to the drop 
in the market interest rate 
(+33%).

Excluding the impact from an 
increasing in Fair value of Bond 
,The EV 2014 becomes 36,781 
(+13%).

10,192 11,205 11,205

22,448

36,580

25,576

2013 2014 2014

EV (M Baht)

ANW

VIF

32,641

47,785

36,781

Number  of 
share (Million)

46%

1,212                      1,698                       1,698

26.94                      28.14                       21.66

Exclude gap between
Fair and Book value of Bond

EV per share
(Baht)



Decreasing of VNB 
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There are 3 main reasons that 
VNB decrease 39% from 2013.

�The assumptions are changed 
from 2013 (Main impact comes 
from ROI change from 5% to 
4.75%).

Excluding the impact from 
assumptions changed, The 
2014 VNB becomes 1,672 
Million Baht (-10%).

�The amount of Annualized New 
Premium (ANP) decrease 
slightly from 8,000 in 2013 to 
7,338 in 2014 (-662 MB).

� Proportion of Single Payment 
products which normally have 
lower profit than Regular 
Payment increase significantly 
from 2013 (+14%).

95%
81%

5%
19%

2013 2014

ANP* (M Baht) 

Single

Payment

Regular

Payment

8,000
7,338

1,862 

1,143 

1,672

2013 2014 2014

VNB (M Baht) 

VNB margin*    23.3%                         15.6%                         22.8%

Assumption 2013

-39%

*Remark: VNB Margin = VNB/ANP. 
Annualized New Premium (ANP) include 100%       
of regular premium and 10% of single premium



The decreasing in VNB Margin mostly comes from change 
in assumption (mostly comes from ROI change) 
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Assumption 
Change

15.6%

2014Product Mix 
Change

23.3%

- 0.5 % -7.2 %

2013

VNB Margin Movement 



Increase in EV mostly comes from increase in 
Market value of Asset
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Increase in  
Market Value 
of Asset

47,785

Experience     
Variance

2014Dividend
payment

Non-
Operating
increase

2013

32,641

Expected 
Return on EV

+2,191

-920 -678

+11,790 +182

Contribution 
to EV

from VNB

+757

Assumption 
Change

+1,823

EV Movement (M Baht)



Increase in  
Market Value 
of Asset

36,580

Experience     
Variance

2014Dividend
payment

Non-
operating 
increase

2013

22,448

Expected 
Return on 
ANW

+3,921 -1,201
-678

+11,790 +182

Contribution 
to ANW 

from VNB

Increase in ANW mostly comes from increase in 
Market value of Asset
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+117

ANW Movement (M Baht)



-2,806 , -25% 

-1,508, -13% 

-144, -1%

285, 3%

-164, -2%

2,800, 25%

1,508, 13%

147, 1%

-284, -3%

175, 2%

VIF is mostly sensitive to Investment Return
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Invest return -25 bps

Cost of Capital +25%

Mortality rate +10%

Maintenance expense +10%

Lapse rate +10%

Invest return +25 bps

Cost of Capital -25%

Mortality rate -10%

Maintenance expense -10%

Lapse rate -10%

Base 11,205

VIF Sensitivity (M Baht) 



-317 , -28% 

-154, -13% 

-73, -6%

45, 4%

-43, -4%

316, 28%

153, 13%

74, 7%

-45, -4%

46, 4%

VNB is mostly sensitive to Investment Return
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Invest return -25 bps

Cost of Capital +25%

Maintenance expense +10%

Lapse rate +10%

Invest return +25 bps

Cost of Capital -25%

Maintenance expense -10%

Lapse rate -10%

Base 1,143

VNB Sensitivity (M Baht) 

Mortality rate +10% Mortality rate -10%




