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Written premiums increase 12.7%, but underwriting income falls
22% due to a higher claims ratio. The Net Profit skyrockets 805%
due to portfolio revaluation and foreign exchange gains
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Valuation
P/E 1.3x 81.0x 13.6x 8.3x
P/BV 0.31x 1.34x 1.32x 1.12x
Estimates (MXN)
Gross Written Premiums 3,462 3,321 4,190 5,283
YoY% 7.3% -4.1% 26.2% 26.1%
Net Premiums Retained 2,779 2,675 3,204 4,039
YoY% 9.8% -3.8% 19.8% 26.1%
Underwriting (technical) 505 461 287 344
YoY% 148.8% -8.9% -37.7% 19.9%
Netincome 760 55 321 526
EPS 3.80 0.11 0.67 1.10

YoY%
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Target Price. Although written premiums but
especially net earnings exceeds our forecasts, we
reiterate our MXN 9.0 per share Target Price for y-e
2015. Our TP is in line with the current price of the
PV* shares, and does not include any new business
diversification. The shares continue to trade very
thinly. Once we tweak our 2016 forecasts, we will
introduce a TP for the end of that year.

Balance between growth and quality of risks
taken. In the short term, we believe that the
management’'s main challenge is to continue
growing the company while controlling the claims
ratio.

The company’s growth strategy is on track by
2018. The 3Q15 had a tougher base of comparison,
registering a 12.7% written premiums growth, which
is positive. Although our model is more conservative
than the company’s, we believe that General de
Seguros will approach $ 3 billion pesos in premiums
generated by 2018 and Patria will reach USD 200
million by the same year.

New projects. Judging from our conversations with
management, there is an intention to continue using
the PV platform for potential new businesses.
Although the company does not reveal the specific
nature of these businesses, it is clear, in our view,
that the company seek greater visibility in the future.
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3Q15 Report

Written premiums totaled 1,231.4 million pesos (mp) in the third quarter of 2015, a strong annual increase of
12.7%, this rise is led by the subsidiary “General de Seguros”, which seems to be successfully orchestrating its
growth strategy with sales growing across all business lines, but especially the car division due to new truck fleet
sales and public service. In fact, up to September, “General de Seguros” showed an increase of 23.4% in sales.

Meanwhile the subsidiary “Reaseguradora Patria” increased sales 37.1% to $ 1,651.1 mp in the first 9 months of
the year, which was driven by the issuing of more premiums for reinsurance in the fields of other catastrophic
risks, like automobile fire and others.

The net acquisition costin the 3Q15 totaled 248.2 mp, 21.4% higher than in 3Q14, because of an increase in the
income of written premiums. Claims rose to 694.2 mp, 71.7% higher than in 3Q14. With higher claims and net

acquisition costs, technical income decreased -22.4% to 125 mp. Added to this, Net Operating expenses jumped
129%, leading to PV to record a technical loss of -141.7 mp.

The comprehensive financing result registered a solid gain of $ 681.6 mp, an increase of 752.2% generated by
the revaluation of the stock portfolio, and a positive FX result.

As a result of the above, PV reported net income of $ 338.9 mp, an increase of 805% compared to 3Q14.

According to company information, assets totaled $ 14,765.5 million in 3Q15, increasing 20.1% YoY Investments
in securities increased $ 1,804.1 mp.

At the end of March 2015, the PV’s Equity reached $ 4.208 bp, a strong annual increase of 9.1%, generated by
net profit.

3Q15ws
Income Statement saie 8A1S o149,
(in current million pesos)
Gross Written Premiums 1,231.4 1,387.3 13%
Premiums Ceded 313.7 332.2 6%
Net Premiums Retained 917.7 1,055.1 15%
Retention Premiums Accrued 769.9 1,067.4 39%
(-) Acquisition Costs 204.4 248.2 21%
(-) Insurance claims incurred 404.3 694.2 72%
Underwriting (technical) income (loss) 161.2 125.0 -22%
Gross Income 87.1 28.7 -67%
(-) Net Operating Expenses 74.4 170.4 129%
Operating income (loss) 12.7 (141.7) -1218%
Comprehensive Financing Result 82.6 681.6 725%
Net Profit/Loss 48.9 338.9 593%
Majority Net Profit 2.3 20.8 805%
Minority Interest 48.9 338.9 593%

Source: PV y Prognosis
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Peia Verde’s Annual Income Statement (million MXN)

2011 2012 2013 2014 2015f

Gross Written Premiums 3,226.2 3,461.5 3,320.6 4,190.0 5,283.1
Premiums Ceded 695.2 682.0 646.0 986.1 1,105.4
Net Premiums Retained 2,531.0 2,779.5 2,674.6 3,203.9 4,038.9
Net Premiums Retained rate 78% 80% 81% 76% 76%
Net Increase in Provision for Unaccrued Premiums 137.4 125.3 132.7 314.7 219.7
Retention Premiums Accrued 2,393.6 2,654.2 25419 2,889.2 3,819.2
Acquisition Costs 679.4 779.4 789.2 907.5 1,028.4
Aquisition ratio 27% 28% 30% 28% 25%
Insurance claims incurred 1,511.0 1,369.3 1,292.2 1,694.9 2,447.0
Claims ratio 63% 52% 51% 59% 64%
Underwriting (technical) income (loss) 203.1 505.5 460.5 286.9 343.8
Net Increase in Other Technical Reserves 2771 315.2 315.6 282.9 357.2
Gross Income -74.0 190.5 145.0 4.3 -13.3
Net Operating Expenses 231.6 339.9 243.9 320.1 475.4
Operating ratio 9% 12% 9% 10% 12%
Operating income (loss) -305.5 -149.3 -98.9 -315.8 -488.7
Comprehensive Financing Result 445.7 1,238.1 109.6 363.6 1,344.7
Earnings before income tax 140.6 1,088.8 10.8 47.8 856.0
Income tax payment provision -41.5 268.0 -59.6 -9.9 251.0
Income tax rate -29.5% 24.6% -553.5% -20.8% 29.3%
Net profit (loss) 182.1 820.8 59.5 349.3 572.3
Minority interest 110.0 61.3 10.9 27.9 45.8
Majority Net Profit 71.7 759.5 54.7 321.3 526.5
EPS 14.64 3.80 0.11 0.67 1.10
Number of shares (million) 4.9 200.0 476.7 476.7 476.7
Gross Written Premiums growth 7.3% -4.1% 26.2% 26.1%
Net Profit Growth 958.7%  -92.8%  487.1% 63.9%
EPS growth 741%  -97.0% 487.1% 63.9%
Cost index

Aquisition Ratio 26.8% 28.0% 29.5% 28.3% 25.5%

Claims Ratio 63.1% 51.6% 50.8% 58.7% 64.1%

Operation Ratio 9.1% 12.2% 9.1% 10.0% 11.8%

Combined Ratio 99.1% 91.9% 89.5% 97.0% 101.3%
Other Indicators
Dividends 16.9 0.0 0.0 0.0 0.0
ROE 6.9% 23.5% 1.7% 9.7% 14.6%
P/E 0.34x 1.32x 81.00x 13.65x 8.33x
P/BV 0.02x 0.31x 1.34x 1.32x 1.12x
BV per share 213.3 16.2 6.9 7.0 8.2
PV’s share price (current) 5.0 5.0 9.3 9.2 9.2
Balance Sheet Summary (million MXN)
Assets 9,624.9 10,715.8 10,952.6 12,568.9 14,882.1
Investments 7,441.6 8,615.6 8,855.8 9,741.0 11,757.7
Cash and deposits 89.7 162.0 147.3 147.3 223.2
Technical Reserves 6,591.1 7,214.7 7,366.2 8,949.5 10,672.8
Technical Reserves 5,450.1 5,558.9 5,856.3 7,354.5 8,858.4
Shareholder’s Equity (majority) 3,033.8 3,501.1 3,586.4 3,619.4 4,209.3
Shareholder’s Equity (majority) 1,044.9 3,231.1  3,304.4 3,326.6 3,898.9

Source: Prognosis and BMV
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Economia, Finanzas e Inversiones S.C.

® Qver 30 years of direct experi-
ence analyzing debt and equity
securities

® |PO and secondary market re-
ports and promotion

® Solid team of analysts with
experience in Wall Street, the
“City”, Latin America and Mexi-
co

® |eader in the coverage of me-
dium and small sized compa-
nies

® Renown independent provider
of economic and financial fore-
casts

Carlos Fritsch

cfritsch@ prognosismex.com

Fernando Lamoyi

lamovi @prognosismex.com

Mauricio Tavera

mtavera@prognosismex.com

Rubi Grajales

rigrajdes@®prognosismex.com

= +52 (55) 5202 9964
+52 (55)5202 95 71

Av. Paseo de las Palmas 755 - 901
Col. Lomas de Chapultepec 11000
México D.F.

Relevant information on Prognosis, its analysts and this report

The company Prognosis Economia, Finanzas e Inversiones, S. C. (Prognosis) has been ap-
proved by the BMV (Mexican Stock Exchange) to act as an Independent Analyst and it is
subject to the norms of the Internal Bylaws of the BMV. Such an approval by no means
implies that Prognosis has been authorized or is supervised by the National Banking and
Securities Commission (Comisidon Nacional Bancaria y de Valores).

The partners, analysts and the entire staff of Prognosis, represent that: (1) we are morally
solvent, both in our professional activity and at a personal level; (2) we comply with the
independence criteria indicated by the internal rules of the BMV, which among other crite-
ria includes that we do not engage in brokerage activities for any issuer, and neither do we
have a business relationship with said issuers; (3) we conform and comply at all times with
the Professional Ethics Codes of the Mexican Stock Exchange community and Prognosis;
(4) we are free of conflicts of patrimonial or economic interest with regard to the issuers
we cover.

We, Carlos Fritsch and Fernando Lamoyi certify that the opinions stated in this document
are a faithful reflection of our personal opinion on the company(ies) or business(es) that
are the subject of this report, its affiliates and/or the securities it has issued. Likewise, we
certify that we haven’t received, we don’t receive and we will not receive any direct or
indirect compensation whatsoever in exchange for stating any opinion on any specific re-
gard in this document. The analysts who prepared this report have no positions in the
aforementioned securities. The fundamental analysts involved in the preparation of this
document receive compensations based on the quality and accuracy of this report and
competitive factors.

The target price included in this report reflects the forecasted performance of the shares
in a specific period. This performance may be related to the valuation method and other
factors. The fundamental valuation method used by Prognosis is based in a combination of
one or more generally accepted financial analysis methodologies that may include valua-
tion using multiples, discounted cash flows (DCF), sum of the parts, liquidation value and
any other methodology that may be adequate for each particular case. Other factors in-
clude the flow of general or specific news on the company, the perception of the investors
regarding the right moment to invest, merger and acquisition operations and the appetite
of the market in specific industries, among others. Any of these factors, or all of them com-
bined, may lead to a recommendation that contradicts the one prescribed by the funda-
mental valuation on its own. Likewise, the fore-casts included in this report are based on
assumptions that may or not be realized. Past returns do not guarantee future returns.
Constant updates may be published by any issuer depending on -the frequency of the
events, announcements, market conditions or any other public information.

This report is based on public information and sources considered trustworthy; we do not
guarantee the accuracy, truthfulness or thoroughness of said information. The information
and opinions in this report do not constitute an offer to buy or sell nor an invitation to
make an offer to buy or sell securities or any other financial instrument. This document
does not provide personalized advice and it doesn’t take into consideration specific invest-
ment strategies and goals, financial situation, or particular needs of any per-son that may
receive the report. The recipient of this report shall make his/her own decisions and con-
sider it as a factor among many others in their decision making.
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