BRYAN, GARNIER & CO

FOCUS AXA

22nd June 2016 Ready for the next run
Insurance Fair Value EUR29 (price EUR20.77) BUY-Top Picks
Bloomberg CSFP We are maintaining our Buy rating on AXA following the presentation
Reuters POGIFIFR of the 2020 strategic plan by the new Buberl-led management team.
12-month High / Low (EUR 25.8/18.9 . . . .
mon _'g_ _OW( ) As expected, earnings growth is unlikely to be spectacular in the
Market capitalisation (EURm) 50,450 . .
Embedded value 53.779 current low rates environment, yet AXA is a more than decent
Avg. 6m daily volume (‘000 shares) 7,065 investment proposal, which combines visibility, track record,
Free Float 100% diversification, high yields and an undemanding valuation.
3y EPS CAGR 2.3%
B A new management team and a new five-year strategic plan: this is quite
an event! Even if in the end, as expected, there is no strategic
YE December 12115 12716e 12/17e 12/18e breakthrough and most financial targets are pretty much in line with
Premium (EURm) 91,938 93,823 95748 97,713 _ _ o .
Diluted EPS (EUR) 248 249 257 266 expectations, the overall impression is positive to us as Thomas Buberl
P/E 84x  83x  8Ix 7.8 and his team have passed the financial community's exam. And we have
EV pershare (EUR) 2111  21.94 2281 2372 . . .
AR (SE long been convinced by the powerful internal positive effects of such a
P/EV 1.0« 09x  09x  09x . . o
ROE 995 952 939 924 plan (and its preparation) for a large organisation.
Dividend per share 1.10 1.20 1.25 1.30
Div yields S5/ MO 5 M0 O/~ B Insurance players have been dealing with major constraints (mainly
solvency II and low interest rates), which limit their ability to adopt
materially different strategies from one another. AXA aims to “focus”
2 (growth in operations in selected areas, leveraging strengths and best
23 - practices, improving cost efficiency and technical margins) and
s “transform” (accelerating business innovation to meet customers’ rapidly
evolving needs in the digital world and developing further in areas such
203 . . .
,V( WM as prevention and care), which are common goals by industry standards.
8 9= s ! And funny enough, AXA’s 3-7% earnings growth target by 2020
- (supported by 8% growth linked to management-controlled actions) is
19/12/14 19/03/15 19/06/15 19/09/15 19/12/15 19/03/16 19/06/16 . . .
— XA —— SXX EUROPE 600 dramatically close to Allianz’s 5% earnings growth target by 2018. So to

put it simply: execution will be key. And AXA’s track record has been
pretty convincing over the last years as far as management-controlled

actions are concerned.

B At this stage we see no reason to move our numbers, which are pretty
consistent with company guidance, yet in the low-end of the range so far
considering markets have been pretty adverse since the beginning of
2016. We also keep our EUR29 fair value. AXA still suffers from an
unjustified 10-15% discount to major peers like Allianz and Zurich.

Analyst:
Olivier Pauchaut
33(0) 1 56 68 75 49

opauchaut@btryangarnier.com

Please see the section headed “Important information” on the back page of this report.



BRYAN, GARNIER & CO

AXA major keys to focus on

1.

One Chart

Building blocks of underlying earnings per share CAGR 2015 - 2020E . AXA,S ambition fOIf the 201 5_2020 period iS to deliver a 3_70/0

Management control - 8% UEPS CAGR underlying earnings per share CAGR, which is consistent with current

2% 1‘% 3%-7%
o

rates .

market expectations.

headwinds 20
-

o

. B The plan includes major headwinds from interest rates (A), which are

5% ;1% Eficncy  Groan Teoncl s s expected to have a negative impact in the range of -5% (US and European
chGR rates stay where they currently are) to -1% (German Bund up to 2% and US
o © ©6 0 6 T-Bonds up to 4% gradually by 2020).
p 8 y by

2.

So management-controlled actions (self-help) are expected to drive earnings up 8% on average over the period, and AXA’s track

record in this matter over the last plan makes us pretty comfortable.

Efficiency gains (B) are expected to bring 3% on average. The company is targeting EUR2.1bn in cost savings over the period (c.
50-50 P&C and Life&Health), mainly stemming from administrative expenses, claims handling costs and acquisition expenses.
This compares to EUR1.9bn saved between 2011 and 2015. Note that this EUR2.1bn number is net of EUR3bn investments

redirected to transformation initiatives, i.e. it is really for shareholders.

Organic growth (C) is expected to bring “at least” 2% on average. Main areas of growth include both P&C (commercial lines and
retail) and Life&Protection (where the transformation of the business model is mostly over) with a strong emphasis on Asia
(+10-12% expected).

Technical margin (D) is expected to bring 2% on average, from both P&C (combined ratio to drop from 96.2% in 2015 to 95-
94% by 2020) and Protection (combined ratio to drop from 95.4% in 2015 to 94-93% by 2020).

External growth (E) is expected to bring 1% on average, with the company aiming to spend EUR1bn per annum. This number is

net of potential divestments and should be balanced between mature and emerging markets.

Assuming guidance for a EUR300-500m yearly capital gain budget (not included in underlying earnings), AXA’s adjusted
earnings projections should gradually increase from EURG.0bn in 2015 to a EURG.75-8.3bn range in 2020. This leads to 1/ a
P/E structurally below 8.5x over the period and 2/ a yield structurally above 5.5% (based on a 50% pay-out ratio, in the middle
of the 45-55% guidance). AXA’s valuation looks definitely undemanding to us!

Our estimates point to EURG.44bn in adjusted earnings in 2018, which is consistent with a EUR6.85bn trajectory by 2020. We

deliberately choose to remain at the lower end of the theoretical range as the markets have been pretty adverse ytd.

One Sentence

"My longer term vision is for AXA to empower people to live a better life.”

The

expression of such a strong ambition for his company does not come from a Silicon Valley guy heading a GAFA or a Unicorn. It

comes from Thomas Buberl, AXA’s incoming CEO. True, insurance players have been under pressure due to falling interest rates and

remain inherently sensitive to financial markets. True, they need to adapt to a moving environment. But true as well, on top of a

convincing track record, companies like AXA continue to stand, no matter what, at the very center of the game as more people around

the world have been secking for more protection for their health, their goods, their savings and their pensions. And no doubt AXA

intends to grab its share of it.

Please see the section headed “Important information” on the back page of this report.
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AXA

3.

4.

One Figure
B In terms of cash flows, the company aims at generating EUR28-32bn cumulative free cash

28-32 flows at operating level over the 2016-2020 period, compared to EUR25.4bn achieved over the
2011-2015 period.

Considering a 75-85% remittance ratio and usual, ongoing capital management actions (management of the life inforce book for
example, where EUR12bn in capital intensive reserves should be transformed and optimised over the period), the cumulative
amount of cash remitted to the holding should be in the EUR24-27bn area. After taking into consideration holding costs and
debt interests, the cumulative available amount should be in the region of EUR21-24bn.

Depending on the dynamics of earnings growth, and considering a theoretical stable 50% pay-out ratio over the period (vs. 45-
55% guidance), we calculate that the cumulative cash-out for dividends should stand at around EUR16-18.5bn. This leaves a
theoretical EUR5-5.5bn pie, which is consistent with AXA‘s plan to spend EUR1bn in acquisition (net of potential divestments)

a year over the period.

What about solvency? As expected, the target range for solvency margin remains at 170-230%, compared to 205% at end-2015
and 200% at end-Match 2016. The main dtivers will remain 1/ operating return, 2/ dividends, and 3/ intetest rates movements.
AXA presented a 216% “target” margin in 2020, but we give little credit to this theoretical long-term projection. What we care
about is that dividends are 1.7x covered by operating return, which means that solvency margin should gradually improve by 30-
35 points over the period before potential M&A operations and negative market impacts. Bottom line, we remain very confident
with AXA’s 170-230% target range.

How does this new plan impact our investment case

Basically it does not. It confirms our view that AXA is one of the best-in-class insurers and offers an interesting value proposition:

convincing management team, proven track record as far as management-controlled actions are concerned, strong cash flows and

capital position, high yield (> 5.5%) and undemanding valuation (10-15% discount to peers).

EURmM Operating Allocated RoRAC CoE Beta LT growth Multiple Valuation Valuation per

profit capital share
Life insurance 3,716 25,138 14.9% 8.6% 1.00 2.0% 2.0 48,695 19.9
P&C insurance 2,348 11,924 19.9% 8.6% 1.00 1.5% 2.6 30,507 12.4
International insurance 223 1,791 12.7% 8.6% 1.00 1.5% 1.6 2,772 1.1
Asset management 488 3,455 14.4% 8.6% 1.00 2.0% 1.9 6,357 2.6
Total Operating divisions 6,775 42,307 16.2% 8.6% 1.00 1.8% 21 88,331 36.0
Other -743 17,693 -3.9% 8.6% 1.00 1.8% -0.9 -16,280 -6.6
Total 6,033 60,000 9.9% 8.6% 1.00 1.8% 1.2 72,052 29.4

Source: Company Data; Bryan, Garnier & Co ests.

Next Catalysts
3rd August H1 results

Please see the section headed “Important information” on the back page of this report.
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Company description

AXA is one of the wotld's leading
financial protection groups focused
mainly on life insurance and third-
party asset management. With
premium income of EUR90bn and a
total of EUR930bn in assets under
management, it has key positions in
the US, Europe (France, Belgium,
Germany, Switzerland) and Asia.

Profit & Loss (EURm) 2013 2014 2015 2016e 2017e 2018e
Premium income 91,248 91,878 98,477 100,613 102,684 104,797
Total gross premiums written 85,509 86,266 91,938 93,823 95,748 97,713
o/w Life insurance 53,918 53,872 57,501 58,651 59,824 61,021
o/w P&C insurance 29,022 29,699 31,448 32,077 32,718 33,373
% change GPW 1.1% 0.9% 6.6% 2.1% 2.1% 2.1%
Underlying earnings, insurance 6,843 7,197 7,743 7,833 8,069 8,312
o/w life insurance 3,786 4,105 4,517 4,625 4,735 4,848
of which P&C insurance 3,057 3,092 3,226 3,208 3,334 3,464
Underlying earnings, banking 89.0 114 109 113 116 120
Underlying earnings, financial services 805 809 950 997 1,027 1,045
Underlying earnings, other (947) (1,012) (922) (916) (896) (874)
Total net underlying earnings 6,790 7,108 7,880 8,027 8,316 8,603
% change net underlying earnings 15.7% 4.7% 10.9% 1.9% 3.6% 3.5%
Other non-operating items 434 442 434 335 335 335
Profit before tax and minority interests 7,224 7,550 8,314 8,362 8,651 8,938
Tax (1,762) (1,725) (1,942) (1,957) (2,031) (2,106)
Minority interests (305) (322) (361) (373) (383) (390)
Net attributable profit 4,479 5,024 5,619 5,433 6,066 6,272
Net attributable profit, adjusted 5,157 5,503 6,011 6,033 6,236 6,442
% change net income 13.4% 6.7% 9.2% 0.4% 3.4% 3.3%
Balance sheet (EURm)

Intangible assets 39,711 42,618 46,731 47,198 47,670 48,147
o/w Goodwill 14,819 16,053 17,062 17,233 17,405 17,579
Shareholders' equity, group share (excl. 71,333
TSS/TSDI) quity, group ( 47,572 58,801 61,064 64,730 68,092

Total shareholders' equity 49,963 61,616 66,130 69,104 72,685 76,156
Subordinated debt and other debt 15,758 15,151 14,601 14,747 14,894 15,043
I‘;gﬁcril:;)technical reserves (excl. unit-linked 317,973 337,649 361,513 368,743 376,118 383,640
P&C net technical reserves 49,303 51,690 54,221 55,305 56,412 57,540
Technical reserves from unit-linked policies 162,528 181,347 195,011 200,861 206,887 213,094
NAV net of intangible assets 7,861 16,183 15,233 17,531 20,422 23,186
Value of life portfolio 27,794 25,262 27,983 29,382 30,851 32,394
New business value 2,192 2,221 2,492 2,592 2,695 2,803
Embedded value 43,026 47,157 51,218 53,779 56,468 59,291
Data per Share (EUR)

Adjusted, diluted EPS 2.1 2.3 25 25 2.6 27
NBV per share 0.91 0.91 1.0 1.1 1.1 1.2
NAV per share 19.7 241 255 26.4 275 28.5
EV per share 17.8 19.3 211 21.9 22.8 237
Net dividend 0.81 0.95 1.1 1.2 1.3 1.3
Financial Ratios

Life in'surance opereolting margin (based on 0.78 0.82 0.84 0.82 0.82 0.82
technical reserves, %)

P&C insurance combined ratio (%) 96.58 96.94 96.24 96.41 96.11 95.81
ROE (%) 10.79 10.35 9.95 9.52 9.39 9.24
Life insurance RoAC (%) 14.11 15.39 15.80 14.94 14.96 14.98
P&C insurance RoAC (%) 20.57 21.02 20.78 19.88 20.23 20.57
Tax rate (%) 26.41 24.85 25.20 24.92 24.98 25.03
Payout (%) 43.65 46.17 47.46 53.56 49.96 50.25

Source: Company Data; Bryan, Garnier & Co ests.

Please see the section headed “Important information” on the back page of this report.
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AXA

Price Chart and Rating History
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Ratings
Date Ratings Price
26/10/12 BUY EUR4.22
09/09/11 NEUTRAL EUR10.02
07/04/11 BUY EUR14.9
Target Price
Date Target price
07/04/16 EUR29
21/03/16 EUR31
06/01/16 EUR32
15/04/15 EUR29
08/01/15 EUR23.5
06/01/14 EUR23
04/11/13 EUR21.5
25/10/13 Under review
24/05/13 EUR18.5
28/03/13 EUR18
11/01/13 EUR16.5
09/03/12 EUR15.5
11/10/11 EUR14.5
09/09/11 EUR15
30/06/11 EUR18.5

Please see the section headed “Important information” on the back page of this report.



BRYAN, GARNIER & CO

Page left blank intentionally

Please see the section headed “Important information” on the back page of this report.



BRYAN, GARNIER & CO

AXA

Bryan Garnier stock rating system

For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating
BUY Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of
elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock
will feature an introduction outlining the key reasons behind the opinion.
NEUTRAL Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to
be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary
event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key
reasons behind the opinion.
SELL Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of

elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock

will feature an introduction outlining the key reasons behind the opinion.

BUY ratings 56.5%

Distribution of stock ratings

NEUTRAL ratings 34% SELL ratings 9.5%

Research Disclosure Legend

1 Bryan Garnier shareholding | Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a No
in Issuer shareholding that, individually or combined, exceeds 5% of the paid up and issued shate capital of a company
that is the subject of this Report (the “Issuer”).
2 Issuer shareholding in Bryan | The Issuer has a shareholding that exceeds 5% of the paid up and issued share capital of one or more members | No
Garnier of the Bryan Garnier Group.
3 Financial interest A member of the Bryan Garnier Group holds one or more financial interests in relation to the Issuer which are | No
significant in relation to this report
4 Market maker or liquidity A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or | No
provider in any related derivatives.
5 Lead/co-lead manager In the past twelve months, a member of the Bryan Garnier Group has been lead manager or co-lead manager No
of one ot more publicly disclosed offers of securities of the Issuer or in any related derivatives.
6 Investment banking A member of the Bryan Garnier Group is ot has in the past twelve months been patty to an agreement with the | No
agreement Issuer relating to the provision of investment banking services, or has in that period received payment or been
promised payment in respect of such services.
7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of No
this Report.
8 Analyst receipt or purchase The investment analyst or another person involved in the preparation of this Report has received or purchased No
of shares in Issuer shares of the Issuer prior to a public offering of those shares.
9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the preparation of this Report is tied No
to investment banking transactions performed by the Bryan Garnier Group.
10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing No
corporate finance services to the issuer or may expect to receive or intend to seek remuneration for corporate
finance services from the Issuer in the next six months.
11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the No
securities or derivatives of the Issuer.
12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the No
securities or derivatives of the Issuer.
13 Bryan Garnier executive is A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s No
an officer household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its patents or
subsidiaries. ‘The name of such person or persons is disclosed above.
14 Analyst disclosure The analyst hereby certifies that neither the views expressed in the research, nor the timing of the publication of | Yes
the research has been influenced by any knowledge of clients positions and that the views expressed in the
report accurately reflect his/her personal views about the investment and issuer to which the report relates and
that no part of his/her remuneration was, is or will be, directly or indirectly, related to the specific
recommendations or views expressed in the report.
15 Other disclosures Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the recommendation/rating, No
price target/spread and summary of conclusions removed).

A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com

Please see the section headed “Important information” on the back page of this report.
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Important information

This document is classified under the FCA Handbook as being investment research (independent research). Bryan Garnier & Co Limited has in place the measures and
arrangements required for investment research as set out in the FCA’s Conduct of Business Sourcebook.

This report is prepared by Bryan Garnier & Co Limited, registered in England Number 03034095 and its MIFID branch registered in France Number 452 605 512. Bryan Garnier
& Co Limited is authorised and regulated by the Financial Conduct Authority (Firm Reference Number 178733) and is a member of the London Stock Exchange. Registered
address: Beaufort House 15 St. Botolph Street, London EC3A 7BB, United Kingdom

This Report is provided for information purposes only and does not constitute an offer, or a solicitation of an offer, to buy or sell relevant securities, including securities mentioned
in this Report and options, warrants or rights to or interests in any such securities. This Report is for general circulation to clients of the Firm and as such is not, and should not be
construed as, investment advice or a personal recommendation. No account is taken of the investment objectives, financial situation or particular needs of any person.

The information and opinions contained in this Report have been compiled from and are based upon generally available information which the Firm believes to be reliable but the
accuracy of which cannot be guaranteed. All components and estimates given are statements of the Firm, or an associated company’s, opinion only and no express representation or
warranty is given or should be implied from such statements. All opinions expressed in this Report are subject to change without notice. To the fullest extent permitted by law
neither the Firm nor any associated company accept any liability whatsoever for any direct or consequential loss arising from the use of this Report. Information may be available to
the Firm and/or associated companies which are not reflected in this Report. The Firm or an associated company may have a consulting relationship with a company which is the
subject of this Report.

This Report may not be reproduced, distributed or published by you for any purpose except with the Firm’s prior written permission. The Firm reserves all rights in relation to this
Report.

Past performance information contained in this Report is not an indication of future performance. The information in this report has not been audited or verified by an
independent party and should not be seen as an indication of returns which might be received by investors. Similarly, where projections, forecasts, targeted or illustrative returns or
related statements or expressions of opinion are given (“Forward Looking Information”) they should not be regarded as a guarantee, prediction or definitive statement of fact or
probability. Actual events and circumstances are difficult or impossible to predict and will differ from assumptions. A number of factors, in addition to the risk factors stated in this
Report, could cause actual results to differ materially from those in any Forward Looking Information.

Disclosures specific to clients in the United Kingdom

This Report has not been approved by Bryan Garnier & Co Limited for the purposes of section 21 of the Financial Services and Markets Act 2000 because it is being distributed in
the United Kingdom only to persons who have been classified by Bryan Garnier & Co Limited as professional clients or eligible counterparties. Any recipient who is not such a
person should return the Report to Bryan Garnier & Co Limited immediately and should not rely on it for any purposes whatsoever.

Notice to US investors

This research report (the “Report”) was prepared by Bryan Garnier & Co Limited for information putrposes only. The Report is intended for distribution in the United States to
“Major US Institutional Investors” as defined in SEC Rule 15a-6 and may not be furnished to any other person in the United States. Each Major US Institutional Investor which
receives a copy of this Report by its acceptance hercof represents and agrees that it shall not distribute or provide this Report to any other person. Any US person that desires to
effect transactions in any security discussed in this Report should call or write to our US affiliated broker, Bryan Garnier Securities, LLC. 750 Lexington Avenue, New York NY
10022. Telephone: 1-212-337-7000.

This Report is based on information obtained from sources that Bryan Garnier & Co Limited believes to be reliable and, to the best of its knowledge, contains no misleading,
untrue or false statements but which it has not independently verified. Neither Bryan Garnier & Co Limited and/or Bryan Garnier Securities LLC make no guarantee,
representation or warranty as to its accuracy or completeness. Expressions of opinion herein are subject to change without notice. This Report is not an offer to buy or sell any
security.

Bryan Garnier Securities, LLC and/or its affiliate, Bryan Garnier & Co Limited may own more than 1% of the securities of the company(ies) which is (are) the subject matter of
this Report, may act as a market maker in the securities of the company(ies) discussed herein, may manage or co-manage a public offering of securities for the subject company(ies),
may sell such securities to or buy them from customers on a principal basis and may also perform or seck to perform investment banking services for the company(ies).

Bryan Garnier Securities, I.LC and/or Bryan Garnier & Co Limited are unaware of any actual, material conflict of interest of the research analyst who prepared this Report and are

also not aware that the research analyst knew or had reason to know of any actual, material conflict of interest at the time this Report is distributed or made available..



