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2024 FHC earnings up 64% YoY, raising cash dividends                     
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Event 

Fourteen FHCs in Taiwan reported combined December net profit of NT$26.5bn, down 
23% MoM but up 389% YoY, as: (1) rebounding net interest and investment income offset 
additional credit costs and operating expenses by banks; (2) excepting Fubon Life, a 
subsidiary of Fubon FHC (2881 TT, NT$89.9, OP), most insurers booked lower capital 
gains; and (3) brokerages booked lower investment returns. On a full-year basis, the 
fourteen FHCs generated NT$598bn net profit in 2024, up 64% YoY, with insurance-
centric FHCs up 145% YoY, outperforming brokerage- and bank-centric peers’ 33% and 
17% earnings growth, respectively. 

Analysis 

Insurance- & brokerage-centric FHCs saw hedging costs & expenses increase at year-
end. Fubon FHC’s December net profit rose 1.4% MoM to NT$10.5bn, as: (1) Fubon Life’s 
earnings rose 27% MoM, with realized capital gains and recurring income up NT$2.7bn 
and NT$400mn MoM respectively, offsetting higher hedging costs of NT$1.9bn; and (2) 
bank earnings dropped 16.5% MoM on increased credit costs at year-end. Cathay FHC 
(2882 TT, NT$65.1, OP) posted a December net loss of NT$1.9bn, mainly due to Cathay 
Life’s earnings loss of NT$3.6bn on higher hedging costs, driven by lower efficiency in 
basket hedging and lower realized capital gains, and Cathay United Bank’s earnings slip 
of 50% MoM on higher credit costs. As the 2024 earnings of Fubon and Cathay FHCs 
achieved our forecasts by a respective 111% and 99.7%, we expect their 2024F cash 
dividend per share (DPS) will be NT$3.8-4 and NT$2.8-3 per share, respectively. 

Bank-centric FHCs recognized more provisions & operating expenses at year-end. CTBC 
FHC (2891 TT, NT$38.55, OP) reported December net profit of NT$3.7 bn, down 25% 
MoM, as Taiwan Life booked a loss of NT$440mn on lower capital gains and rising hedging 
costs. CTBC Bank’s earnings rose 2% MoM on rebounding net interest and investment 
income, offsetting general provisions. CTBC FHC’s 2024 net profit climbed 28% YoY to 
NT$72bn, beating our forecast by 4%, and we believe 2024F cash dividend will be at least 
NT$1.85. E. Sun FHC (2884 TT, NT$27.35, OP) saw December net profit grow 29% MoM 
to NT$2.08bn, thanks to recognition of FX swap gains and bond valuation gains. 2024 FHC 
earnings grew 20% YoY to NT$26.08bn, above our forecast by 1%, and we expect an 
average 2024F dividend of NT$1.1. 

Stocks for Action 

December dot plot of the US Fed and the market anticipates the magnitude of 2025F US 
rate cuts will narrow 50bps to 3.9%, which in turn will push up 10-year Treasury yields to 
4.5-4.7%, consequently helping the yield curve to return to a positive slope in 2025. 
Therefore, the financial sector will benefit from long-term asset yields surpassing short-
term funding costs, resulting in higher returns, and life insurer’s recurring yields will also 
improve. With the US-Taiwan interest spread narrowing to 2.5%, we believe life insurers 
will benefit from lower CS hedging costs in 2025F. Although US rate cuts may narrow in 
2025F, we think they will lower US dollar funding costs for banks, and a tightening China 
policy proposed by the US president-elect Trump may trigger further supply chain 
reshuffling, creating demand for foreign currency loans. Our top picks of financial stocks 
for 2025 are CTBC FHC, Cathay FHC and Fubon FHC on reduced bank funding costs, higher 
recurring yields for life insurance units, better-than-peers interest spreads upon adoption 
of IFRS 17 and better cash yields. We also recommend Yuanta FHC, given improving 
operations of brokerage business amid rate cuts and higher cash yield, and E. Sun FHC, 
on sustainable net interest and fee income. 

Risks 

US rate cuts more aggressive in 2025 in the face of economic weakness; Fed pivots to 
rate hikes again to curb rebounding inflation; sharper upticks in bank credit costs. 
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Yuanta FHC (2885 TT, NT$34.4, OP). December net profit fell 53% MoM, but surged 242% 
YoY to NT$1.76bn, as brokerage-related profits declined 33% MoM on decreased 
investment returns and other income. Bank earnings were also down by 45% MoM, due 
to recognition of one-off real estate investment gains in November, offsetting Yuanta 
Life’s monthly loss of NT$510mn, as the insurer booked higher liability costs of at year-
end. Yuanta FHC’s 2024 net profit grew 35% YoY, beating our forecast by 5%, and we 
expect their 2024F dividend may be higher than our estimate of NT$1.45. 

Mega FHC (2886 TT, NT$38.45, N). Earnings grew by 185% MoM and 31% YoY in 
December, to NT$2.7bn, on close to NT$1.5bn in income tax reversal on P&C losses 
offsetting bank earnings growth of 6% MoM (investment income offset provision 
increases of close to NT$1.1bn). Net profit grew 4.6% YoY in 2024, 1% below our 
projection. 

Taishin FHC (2887 TT, NT$17.4, N). Earnings were NT$790mn in December, down 43% 
MoM, with Taishin Bank earnings growth of 115% offsetting life insurance losses of 
NT$580mn and valuation losses on Diamond Biofund, held by the venture capital unit. 
Taishin Bank grew earnings by 62% YoY in 4Q24 to NT$4.55bn, reflecting core earnings 
growth and the absence of significant provisions thanks to stable asset quality. 
Consequently, full-year 2024 earnings hit NT$20.07bn, up 37.5% YoY, beating our 
forecast by 5%. 

First FHC (2892 TT, NT$27.5, N). Earnings fell 18% MoM in December to NT$1.24bn, as 
First Bank increased provisions by NT$1.4bn to boost the coverage ratio to 800%, 
offsetting higher FX swap income of NT$1.5bn. In 2024, First FHC garnered net profit of 
NT$25.4bn, up 13% YoY, in line with our forecast. We forecast a dividend of NT$0.9 for 
2024 due to capital requirement restrictions, for a yield of 3.2%, below the FHC average 
of 4%. 

SCSB (5876 TT, NT$40.5, N). Earnings rose 30% MoM in December to NT$1.45bn, on 
rebounding net interest and investment income. In 2024, SCSB booked net profit of 
NT$13.37bn, down 9% YoY, in line with our forecast. We forecast a dividend of NT$1.7-
1.8 for 2024 as SCSB may maintain a stable dividend policy, for a yield of 4.2-4.4%. 
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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 

purpose without the prior written consent of KGI. Members of the KGI group and their affiliates may provide services to any companies and affiliates of such companies mentioned herein. 

Members of the KGI group, their affiliates and their directors, officers and employees may from time to time have a position in any securities mentioned herein.  


