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2Q24 net worth up QoQ; 2H24F positive         

..     Event 

In 1H24, net profit soared 121% YoY to NT$71.76bn on strong life insurance and banking 
businesses, boosting ROE to 16.9%. 

Impact 

2Q24 earnings beat on life insurance & bank earnings. Cathay FHC posted net profit of 
NT$33.68bn in 2Q24, up 32% YoY, beating our forecast by 70%. Growth drivers were: (1) 
life insurance earnings of NT$22.82bn, up 53% YoY on higher capital gains and improved 
hedging costs, the latter due to NT dollar depreciation of 1.4% in 2Q24; and (2) bank 
earnings growth of 18%, as net interest and fee income growth of a respective 17% and 
22% offset bad debt expense increase of 18% YoY. In 2Q24, Cathay FHC’s BVPS increased 
NT$1 QoQ to NT$53.4, driven by a QoQ increase of NT$12.1bn in unrealized gains on 
financial assets (thereof over NT$120bn on stocks). 

Cathay Life’s ROI & CSM improved in 2Q24. Taking profit on the robust stock market in 
2Q24, Cathay Life (CL) disposed of stock holdings with capital gains up 165% YoY, while 
hedging costs rebounded to 1.21% in 1H24 on adding FX price volatility reserves amid NT 
dollar depreciation. Pre-hedge recurring yield narrowed 6bps YoY. Overall ROI rose to 
4.28% in 1H24, up 0.82ppts YoY, compared with liability costs of 3.77%, up just 1bp YoY. 
Management guides US interest rate cuts will lower currency swap recurring hedge costs. 
With FX reserves now at NT$51.5bn, hedge costs will stay at 1-1.5% despite growing 
pressure on NT dollar appreciation in 2H24F. It also expects the International Capital 
Standard (ICS) ratio to go up by 3% if the US cuts rates by 100bps and Taiwan by around 
30bps, with net interest income also to drop 2.4-2.5bps. While first-year premiums (FYP) 
declined 26% YoY in 2Q24, value of new business (VNB) and contractual service margin 
(CSM) grew 21% and 35%, respectively, on hot sales of higher-margin regular-premium 
policies. 

2H24F banking outlook positive. Due to a wider spread and well-contained funding costs, 
Cathay United Bank’s NIM increased 2bps QoQ in 2Q24 to 1.48%. In 1H24, fee income 
grew 33%, driven by wealth management (WM) and credit card fee income. Management 
has raised 2024F NIM guidance to above 1.5%, WM fee income growth to +30% and loan 
growth to low teens. Credit costs will be around 30bps from general provisions, amid 
stable asset quality. 

Valuation & action 

We expect the banking unit will continue to adjust deposit and loan structures, which will 
help net interest income to grow. We expect CL’s net worth and Cathay FHC’s dividend 
payout will rise this year, reflecting a pick up in investment valuations on US interest rate 
cuts. Interim measures for adopting IFRS17/ ICS will ease capital increase pressure for CL. 
Our target price is NT$70, on 2024F and 2025F average PB of 1.1x (sum-of-the-parts 
valuation model). Maintain Outperform. 

Risks 

Weakening financial markets; poor ROI for CL. 
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All the above named KGI analyst(s) is SFC licensed person accredited to KGI Asia Ltd to carry on the 

relevant regulated activities. Each of them and/or his/her associate(s) does not have any financial interest in 

the respectively covered stock, issuer and/or new listing applicant. 

Disclaimer 
All the information contained in this report is not intended for use by persons or entities located in or residing in jurisdictions which restrict the distribution of this information by KGI Asia 

Limited (“KGI”) or an affiliate of KGI. Such information shall not constitute investment advice, or an offer to sell, or an invitation, solicitation or recommendation to subscribe for or invest 

in any securities or investment products or services nor a distribution of information for any such purpose in any jurisdiction. In particular, the information herein is not for distribution and 

does not constitute an offer to sell or the solicitation of any offer to buy any securities in the United States of America, or to or for the benefit of United States persons (being residents of the 

United States of America or partnerships or corporations organised under the laws of the United States of America or any state, territory or possession thereof). All the information contained 

in this report is for general information and reference purpose only without taking into account of any particular investor’s objectives, financial situation or needs. Such information is not 

intended to provide professional advice and should not be relied upon in that regard. 

Some of KGI equity research and earnings estimates are available electronically on www.kgi.com.hk. Please contact your KGI representative for information. The information and opinions 

in this report are those of KGI internal research activity. KGI does not make any representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of 

the information and opinions contained in this report. The information and opinions contained in this report are subject to change without any notice. No person accepts any liability 

whatsoever for any loss however arising from any use of this report or its contents. This report is not to be construed as an invitation or offer to buy or sell securities and/or to participate in 

any investment activity. This report is being supplied solely for informational purposes and may not be redistributed, reproduced or published (in whole or in part) by any means for any 
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