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EPS growth set to accelerate

e Compelling valuation backed by strong earnings dynamics
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We increase our TP for Anadolu Sigorta to TL213.80 from  Recommendation Outperform
TL142.80 on revised earnings estimates and higher long-term ROE Current Price (TL) 101.00
assumption for the company. We reiterate our Outperform call forthe ~ Target Price (TL) 213.80 (previous: 142.80)

Upside Potential 112%
stock.

We find ANSGR’s valuation attractive on 25E P/E of 3.6x and Market Cap (TL mn) 50,500
P/B of 1.5x with a ROE of 48%. If we exclude its 20% share in Free Float (%) 35%
ANHYT, ANSGR trades only at 1.2 times to its 25E book. On top of ~ 12Mhigh/low (TRL) 118.30/15.10
that, Anadolu Sigorta has an investment portfolio of around TL36bn ADV (3Mavg - $mn) 6.1

. o mfi o
as of 1Q24, corresponding to 67% of its current market capitalization. Summary Financials 2023  2024E 2025E
We estimate its portfolio to reach TL50bn by 24YE, being almost at GWP (mTL) 44228 77915 124,664
par with its current mcap. % growth 86% 76% 60%
We foresee earnings expanding 56% in 2024 and 52% in 2025, Technic:;l loss (mTL) 4441  -3265 -5870
. % growtl 27% -26% 80%
- 0, 0,
leading to a 3Y EPS CAGR (22-25E) of 131%. We expect 75% yly Net Income (mTL) 5009 9204 13957
increase in earnings in 1H24 vs 1H23. In terms of adjusted earnings, % growth 421% 56% 52%
we foresee 20 earnings expanding 34% a/q vs 1Q. Note that ANSGR ~ ROE 58%  49%  48%
was booked one-off income of TL1.2bn in 1Q, which was composed EPS (TL) 1182 1841 27.91

- , , DPS (TL) 0.00 5.55 8.41
of dividends from ANHYT (TL200m) and income from discount rate Dividend Yield 0.0% 5.5% 8.3%
adjustment for liability products (TL1bn).

With this report, we lift our 2025E net earnings estimate by 30%  Multiples
mainly on revisions in technical loss and investment income forecasts ~ F/E 8.5x 5.5x 3.6x

N . . N . P/B 3.6x 2.1x 1.5x
considering higher tariffs, moderate provisioning and growing
portfolio size of Anadolu Sigorta (see page 3). We kept 24E earnings 1M 3M 12M YTD
unchanged at TL9.2bn. We inch up our long-term ROE assumption Rel. Performance -11% 28% 265% 21%
for ANSGR to 51% from 43% as we foresee strong future earnings ~ APsolute 0%  44%  555%  68%
through higher contribution from growing investment portfolio. We
expect ROE to hover around 48% in the next two years.

e Interim minimum wage hike is not in the cards 140 Share Price (TL) Rel.Perf. (%)  400%

The government decided not to adjust minimum wage semi- 120 350%
annually this year. This will bring no additional provisioning burden 100 300%
on non-life insurance companies such as ANSGR. Thus, a downside 250%
risk appears to be eliminated. Anadolu Sigorta’s market share in loss- 80 200%
generating MTPL (5.5% as of May24) decreased by 1ppt compared 60 150%
to last year, yet remained high in profitable MOD (13.6% as of 40 100%
May24). Motor business is one of the key drivers of underwriting 20 50%
performance at Anadolu Sigorta. MOD margins have already 0 - 0%
recovered thanks to price increases and reduced claims frequency, Jul-23 Oct-23 Jan-24  Apr-24 Jul-24
although expensive auto spare parts have put some pressure.

e Investment portfolio keeps growing

We expect investment income to be the main driver of 2024-25E
earnings as reallocation to high yielding assets should keep portfolio
yield at elevated levels. Besides, the CBRT'’s tightening monetary
policy bodes well with portfolio returns. We foresee 24E AUM size
reaching to TL50bn (+57% yly) and TL76bn (+51% yly, previous: Analyst: Oviing Giirsoy, PhD +90 212 319 1213
TL56bn) for 2025.
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Valuation

We value Anadolu Sigorta using the Gordon Growth Model (GGM). Our model suggests a 12-month target value of
TL107bn for Anadolu Sigorta, which implies a TP of TL213.80 per share (previous TL142.80). We assume Anadolu
Sigorta’s ROAE (return on average equity) to average 51% (previous 43%) between 2024E-34E. Assuming 15.5%
(unchanged) nominal long-term growth rate with a 21.0% (unchanged) risk-free rate and a beta of 0.76 (previous 0.63),
our implied 12-month target P/BV of 3.7x stock suggests 112% upside to the current share price. Every 1ppt change in

CoE changes our target price by 9%, on average.

Exhibit 1: ANSGR GGM Valuation

TLm 2022 2023 2024E  2025E 2026E  2027E  2028E  2029-34E
Net income 1,133 5909 9,204 13,959 20,189 29,935 43,616

(-) Income from participations 88 100 200 230 265 304 350

Attributable net income 1,045 5809 9,004 13,729 19,924 29,631 43,266
Shareholders' equity 6,048 14,204 23587 34,769 50,755 74,619 109,239

() Participations 1,895 3277 3,708 4,178 4665 5115 5,607

Core equity 4,154 10,927 19,878 30,591 46,090 69,504 103,632

Core ROE 32.6% 77.0% 585% 54.4% 52.0% 51.3%  50.0% 50.0%
L/T core ROE (2024E-34E) 51%

Cost of equity 25.2%

L/T growth rate 15.5%

Implied target P/B 3.71

Core equity (1Y forward) 25,279

Target Market Cap. 93,856

Participations* 13,020

Target Market Cap. 106,875

Number of shares 500

Target price/share 213.80

Current price/share 101.00

Return potential 112%

* 20% of the target value of ANHYT acc. to our estimates

Risks

Lower-than-expected GDP growth, less consumption, slower investment and banking activities.

A potential cap on MTPL prices and other adverse regulatory changes in MTPL: MTPL insurance comprises 25%
of the market as of April 2024 and insurers must offer this product as stipulated by the state. Higher-than-expected
claims in MTPL and other lines of business such as MOD, fire, natural disasters, construction, health and etc. would

hurt profitability.

Depreciation in the TL against the USD since half of MOD claims is related to spare parts and 80% of that is FX-

sensitive.

Any change in interest rates has a significant impact on earnings since insurance companies are highly dependent

on financial income.

Sharp changes in the minimum wage rate have a direct impact on provisions of long tail products such as MTPL

and general liability.
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Forecast revisions

We do not change our 2024 earnings forecast. We think that earnings momentum keeps rising over the coming periods.
Higher deposit rates and stable local currency have supported earnings dynamics of ANSGR so far. We assume that
higher interest rates prevail throughout 2024 and depreciation of TL against USD remains limited.

However, we lift our 2025E net earnings estimate by 30% mainly on revisions in technical loss and investment income
forecasts considering higher tariffs, moderate provisioning and growing portfolio size of Anadolu Sigorta. Policy prices
doubled y/y on the back of high inflation, natural disasters and elevated reinsurer charges. We expect GWP of Anadolu
Sigorta to expand 76% y/y in 2024 and 60% in 2025. We envisage a moderate increase in provisioning reserves in 2025
on the back of high discount rate used for calculating indemnities related to liability products and limited depreciation in
TL against USD as inflation ebbs and FX reserves of the CBRT continue to rise. Reflecting this, we reduce our 25E
combined ratio assumption to 108% from 110%.

On top of that, we expect investment income to be the main driver of 2024-25E earnings as reallocation to high yielding
assets should keep portfolio yield at high levels. The CBRT’s prevailing monetary tightening is also good for ANSGR’s
earnings as its investment portfolio is largely composed of fixed income instruments. We foresee 24E AUM size reaching
to TL50bn (+57% yly) and TL76bn (+51% yly, previous: TL56bn) for 2025.

Exhibit 2: Revisions in key estimates

---------- New  ---------- - Old - -------- Change (%) ------
TL m 2023A 2024E 2025E 2023A 2024E 2025E 2023A 2024E 2025E
Gross written premiums 44,228 77,915 124,664 44,228 77,915 124,664 - - 0.0
Technical net loss -4,441 -3,265 -5,870 -4,441 -3,265 -7,002 - - (16.2)
Net investment income 11,610 16,586 25,186 11,610 16,586 22,251 - - 13.2
Net income 5,909 9,204 13,957 5,909 9,204 10,703 - - 30.4
Combined ratio (*) 119% 107% 108% 119% 107% 110% - - (1.4)

Source: Oyak Securities Research * Changes are in ppt
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Exhibit 3: Anadolu Sigorta Summary Financials
Income Statement

(Unconsolidated, TLm, 31/12) 2022 2023 2024E 2025E
Gross written premium 23,756 44,228 77,915 124,664
Net written premium 17,567 32,414 56,366 90,236
Chg in unearned premium provision -6,261 -8,320 -12,401  -18,447
Chg in unexpired risk provision -537 -847 449 -10
Net premium earned (NPE) 10,769 23,247 44,414 71,779
Other technical income 259 473 1,079 1,775
Technical income 11,028 23,720 45,493 73,554
Net claims paid -8,214  -14,859 -28,171 -45,525
Chg in outstanding claims provision -2,681 -6,297 -6,786  -13,713
Net claims incurred -10,894  -21,156 -34,956 -59,238
Chg in other technical provision -180 -80 -83 -87
Total claims expenses -11,075 -21,236  -35,039  -59,326
Acquisition costs -1,855 -4,237 -8,5639  -14,518
Administration costs -2,187 -3,990 -7,666 -9,600
Commissions received 603 1,302 2,487 4,019
Opex -3,439 -6,925 -13,718 -20,099
Technical expense -14,514  -28,161 -48,757 -79,424
Technical net income -3,486 -4,441 -3,265 -5,870
Investment income 7,257 18,484 22,243 30,713
Investment expenses -2,329 -6,874 -5,657 -5,527
Net investment income 4,928 11,610 16,586 25,186
Other income & expenses -32 405 -1,780 -1,869
Pretax income 1,410 7,574 11,541 17,446
Taxes -277 -1,664 -2,337 -3,490
Net income (loss) 1,133 5,909 9,204 13,957

Balance Sheet

(Unconsolidated, TLm, 31/12) 2022 2023 2024E 2025E
Cash and cash equivalents 9,253 11,303 12,021 14,149
Financial assets 10,086 24,169 42,136 65,517
Receivables 6,694 14,425 26,350 42,461
Participations 1,985 3,277 3,708 4,178
Other assets 2,687 5,194 7,342 10,603
Total Assets 30,706 58,368 91,557 136,908
Payables 2,591 5,215 8,670 9,277
Technical reserves 20,438 35,982 54,774 86,988
Other liabilities 1,629 2,967 4,527 5,874
Total liabilities 24,658 44,164 67,971 102,139
Total equity 6,048 14,204 23,587 34,769
Total liabilities and equity 30,706 58,368 91,557 136,908

Source: Company, Oyak Securities Research
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Exhibit 4: Anadolu Sigorta Key Financial Highlights
Growth Rates

(Unconsolidated, 31/12) 2022 2023 2024E  2025E
Gross written premium 121% 86% 76% 60%
Net premium earned (NPE) 83% 116% 91% 62%
Net claims incurred 84% 94% 65% 69%
Opex 108% 101% 98% 47%
Technical net income 114% 27% -26% 80%
Net investment income 106% 136% 43% 52%
Net Income 117% 421% 56% 52%

Margins & Ratios

(Unconsolidated, 31/12) 2022 2023 2024E  2025E
Net claims paid ratio 76% 64% 63% 63%
Reserving ratio 27% 27% 15% 19%
Net loss ratio 103% 91% 79% 83%
Net commission ratio 12% 13% 14% 15%
Administration cost ratio 20% 17% 17% 13%
Net expense ratio 32% 30% 31% 28%
Other technical income -2% -2% -2% -2%
Combined ratio 132% 119% 107% 108%
Technical net income margin -14.7% -10.0% -4.2% -4.7%
Net investment income margin 20.7% 26.3% 21.3% 20.2%
Net income margin 48% 13.4% 11.8% 11.2%
Premium retention ratio 74% 73% 72% 72%
Net investment yield 36.5% 46.8% 40.3% 39.9%
Technical reserves/NPE 245% 212% 162% 150%
Equity/NPE 73% 84% 70% 60%
ROAE 245% 58.4% 48.7% 47.8%
ROAA 48% 13.3% 12.3% 12.2%
Leverage 5.1 4.4 4.0 3.9

Source: Company, Oyak Securities Research
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Disclaimer

The information, comments and advices included herein do not constitute an offer or a solicitation of an offer to buy or sell any
securities. The matters covered on this report may include forward-looking statements that involve risk and uncertainties that
could cause actual results to differ materially from those predicted by such forward-looking statements. OYAK Yatirim Menkul
Degerler A.S. (“OYAK Securities”), does not undertake to advise you of changes in the information or opinions set forth herein
or provide you with access to any additional information or to correct any inaccuracies therein which may become apparent
subsequent to the date hereof or to publicly update any information or any forward looking statement, whether as a result of new
information, future events or otherwise. Content and information provided by third parties is published as supplied to OYAK
Securities and OYAK Securities has not independently verified any of such information.

The investment information, comments and advices given herein are not part of investment advisory activity. Investment advisory
services are provided by authorized institutions to persons and entities privately by considering their risk and return preferences.
Whereas the comments and advices included herein are of general nature. Therefore, they may not be appropriate for your
financial situation and risk and return preferences. For this reason, making an investment decision solely by relying on the
information given herein may not give rise to results within your expectations. Investors should not make their investment
decisions on the basis of this report and construe the contents of this report as legal, tax, financial or investment advice.

OYAK Securities, any of its parents, subsidiaries or affiliates, agents, employees or representatives, do not make any
representations or warranties, express or implied, for the accuracy, timeliness, completeness or fairness of any such information
or any estimates, conclusions or opinions based thereon, and does not accept any liability or responsibility whatsoever for the
contents of the report or for any errors, omissions or mis-statements or for any adverse consequences of the investment
decisions made as a result of reliance upon this report.

OYAK Securities, any of its parents, subsidiaries or affiliates, agents, employees or representatives may hold positions and
execute transactions in securities of entities mentioned in the document. In addition, OYAK Securities, any of its parents,
subsidiaries or affiliates, agents, employees or representatives might have, might be seeking or will seek investment banking or
other business relationships with the companies in this report.

Copyright in this report is owned by OYAK Securities except where otherwise indicated by a third party's proprietary notice and
may not be reproduced or appropriated in any manner without written permission of OYAK Securities or their respective owners.

Valuation Approach

Valuation tools employed most frequently are Discounted Cash Flow (DCF) and International Peer Group Comparison, though
other metrics such as Dividend Discount, Gordon Growth, and Replacement Value Methods are also used wherever appropriate.
Oyak Securities analysts may calculate the target return of each stock considering only one method or assigning different weights
to more than one method depending on the analyst's opinion. The “Expected Market Return” (EMR) of the BIST-100 is
determined through aggregate target returns of each stock under coverage based on their respective free float market
capitalization.

Rating Methodology

Oyak Securities assigns recommendations to each stock according to the following criteria:

Price target for a stock represents the value analyst expects the stock to reach during our performance horizon, which is 12
months. For stocks with an OUTPERFORM recommendation, target return must exceed the EMR by at least 50% over the next
12 months. For a stock to be classified as UNDERPERFORM, the stock must be expected to underperform the EMR more that
25% over the next 12 months. Stocks that an analyst expects to perform parallel to the EMR within a band of +50%/-25% are
rated as MARKETPERFORM. Oyak Securities analysts review their recommendations under continuous screening.
Nevertheless, at times, target return of a stock may be allowed to move outside our rating intervals as a result of share price
fluctuations. Under such circumstances, the analyst may choose not to change his/her recommendation.
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