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Business momentum will extend into 2024F; higher-than-peers dividend payout ability        

..    Event 

Fubon FHC posted 1Q-3Q23 EPS of NT$4.94, with net profit decline slowing to 19% YoY. 

Impact 

3Q23 earnings growth of 74%, on banking and securities income. Fubon FHC posted net 
profit of NT$24.86bn in 3Q23, up 74% YoY but down 14% QoQ, as Taipei Fubon Bank (TFB) 
and the securities unit grew earnings by a respective 1.2% and 70% YoY, on higher 
investment income. The P&C unit remained profitable, offsetting an earnings decline of 
17% YoY, at Fubon Life (FL). In January-October, Fubon FHC garnered net profit of 
NT$71.8bn, down by a narrowed 8% YoY. While Fubon Life’s investment income could be 
hurt in 4Q23F by higher hedging costs, we forecast FHC earnings will resume growth in 
2023F, thanks to the low 4Q22 base caused by Covid-insurance losses at the P&C unit. 

FL’s pre-hedging recurring yield in 2024F is still improving. FL’s booked investment return 
of 4.33% in 1Q-3Q23, down a slower 1.22% YoY, was attributable to NT dollar depreciation 
of 3.55% in 3Q23, which lowered hedging costs to just 0.12% in 1Q-3Q23. Dividend income 
and a rise in new-money yields boosted the pre-hedge recurring yield by 20bps YoY, to 
3.66% in 1Q-3Q23, the highest it has been since 3Q19. The value of new business (VNB) 
grew 26% in 1Q-3Q23, on a continued focus upon selling participating policies. 
Management expects double digit VNB growth YoY in 2024F, and continued improvement 
in pre-hedging recurring yield in 2024F. 

Core bank earnings continued growing. In 3Q23, TFB’s NIM grew 6bp QoQ to 1.19%. If FX 
swap income is included, 1Q-3Q23 NIM rose 1bp, compared to 1H23. Strong wealth 
management and credit card business in 3Q23 accelerated fee income growth to 38% in 
1Q-3Q23. Asset quality was stable, lowering the NPL ratio to 0.11% in 3Q23. Management 
guides credit costs in 2024F will be very close to the 2023F level of 0.15%. As distributable 
earnings, excluding special reserves, exceeded NT$200bn in 1Q-3Q23, we predict a 2023F 
cash dividend of at least NT$2. 

Valuation & Action 

We expect net interest and fee income will extend a strong run for TFB into 2024F. The 
Fed interest rate pause will help boost FL’s investment yield recover. Participating policy 
sales will continue to quicken VNB and CSM growth. Moreover, Fubon FHC has a stronger-
than-peers dividend payout ability. Our target price is NT$70, derived from 2024F PB of 
1.15x on the sum-of-the-parts valuation model. Maintain Outperform. 

Risks 

Weak global financial markets and life investment yield; surge in bank credit costs. 
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