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Taiwan

Financial sector

November securities earnings up; life insurance & bank earnings impacted by seasonal
effects

Key message Event
In November, the aggregate net profit of Taiwan’s 14 FHCs was down 4% MoM to

] | ! NTS$34.5bn, an improvement from a net loss of NT$4.8bn in November 2023. Securities-
1. Taiwan’'s 14 FHCs saw net profit drop by . . . : - e
4% MoM in November, with centric FHCs grew net profit by 15% MoM on higher investment income. Life insurance-
securities-centric FHCs up 15% MoM, centric FHCs saw net profit fall 1.5% MoM on lower capital gains (except Fubon FHC (2881
outperforming life insurance-centricand 11, NT$92, OP), and banking-centric FHCs’ net profit fell 10% MoM on higher expenses at
banking-centric FHCs, which saw the end of the year.
earnings decline 1.5% and 10% MolM. Analysis
2. In  November, life insurance and
securities earnings rose on lower
hedging costs and higher investment
income; bank earnings were hit by
higher expenses at year-end.

Life insurance-centric FHCs — Investment income up on lower hedging costs. Fubon
FHC’s November net profit was up 14% MoM to NT$10.36bn, as Fubon Life earnings rose
43% MoM (hedging costs narrowed to NT$1.5bn and capital gains rose NT$2bn MoM to
NT$11.8bn) and bank earnings fell 20% MoM on higher opex at the end of the year. In
3. We are positive on Cathay FHC (2882 November, Cathay FHC (2882 TT, NTS$68.6, OP) net profit fell 18% MoM to NT$4.5bn as
TT, NT$68.6, OP), Fubon FHC (2881 TT, Cathay Life earnings were down 29% MoM to NT$1.45bn (NT-dollar depreciation of 1.3%
NT$92, OPF) CTBC FHC (2891 TT. boosted forex reserves by NTS4bn MoM, offsetting lower capital gains), with bank
NT$39.1, OIP), Yuanta FHC (2885 TT, earnings declining 7% MoM, offsetting securities earnings growth of 19% MoM. In
NT$34.95, OP) and E. Sun FHC (2884  January-November, Fubon FHC and Cathay FHC achieved a respective 103% and 101.5%
TT, NT$27.5, OP) in 2025. of our full-year earnings forecasts. Yuanta FHC (2885 TT, NT$34.95, OP) garnered net
profit of NT$3.73bn in November, up 15% MoM and 199% YoY, boosted by securities,
futures, and ITC earnings growth of 31% MoM (higher arbitrage investment income and
capital gains on property disposals) and bank earnings growth of 50% MoM (gains on
property disposals), ignoring life insurance losses of NT$20mn. In January-November,
FHC earnings grew 31% YoY, achieving 100% of our full-year forecast.

Banking-centric FHCs — Core earnings slipped & expenses peaked. CTBC FHC (2891 TT,
NTS$39.1, OP) posted net profit of NT$4.94bn in November, up 4.2% MoM, on an increase
in Taiwan Life earnings to NT$S681mn (lower hedging costs on NT-dollar depreciation),
which offset CTBC Bank earnings contraction of 4.6% MoM (lower net interest and fee
income). In January-November, CTBC FHC earnings grew 24% YoY to NTS$68.3bn,
achieving 99% of our full-year forecast. E. Sun FHC (2884 TT, NT$27.5, OP) grew net profit
by 6% MoM in November to NT$1.61bn on higher investment income and net interest
income at the banking unit, offsetting higher credit costs. Mega FHC (2886 TT,NT$39.7,N)
earned only NT$950mn, down 47% MoM and 60% YoY on lower investment income at
the banking unit (bond and stock valuation gains fell NTS600mn MoM, eroding FX swap
income growth, and credit costs increased). In January-November, earnings growth
slowed to 2.8% YoY, achieving 92% of our full-year forecast.

Stocks for Action

The market expects the US Fed to reduce interest rates by 25bps in December and scale
back rate cuts in 2025 to 3.7-3.8%. Thanks to President-elect Trump’s policy, the 2025F
US Treasury yield curve will slope upwards, boding well for reinvestment yields for life
insurers. The 2025F US-Taiwan interest rate differential (IRD) will continue to narrow to
2%, lowering CS traditional hedging costs for life insurers, but pulling FX swap income
down for banks. However, 2025F US interest rate cuts will lower US-dollar funding costs
for banks, and Trump’s China policy could prompt supply chain relocation, boosting FCY
loans. With regard to investing in the financial sector, we favor life insurance,
banking/securities, and leasing. We like Cathay FHC, CTBC FHC, and Fubon FHC (lower
funding costs at the banking unit, higher recurring yields at the life insurance unit,
outperforming spreads on the adoption of IFRS 17, and peer-beating cash dividend
yields), as well as Yuanta FHC (securities business benefiting from interest rate cuts) and
E. Sun FHC (net interest and fee income strength and higher cash dividend yield).

Risks

Fast US rate cuts, reflecting economic hard landing; high credit costs for banks.
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Figure 1: Taiwan’s 14 FHCs saw net profit drop 4% MoM in November, with securities-centric FHCs up 15% MoM, outperforming
life insurance-centric & banking-centric FHCs' contraction of a respective 1.5% and 10% MoM

NT$mn 2023 1Q24 2Q24 3Q24 Nov-24 Jan-Nov 24 2024F
Earnings YoY (%) EPS (NT$)| Earnings YoY (%)|Earnings YoY (%)| Earnings YoY (%)| Earnings YoY (%) MoM (%) Earnings YoY (%) EPS (NT$)| Achieved (%)
2880 T Hua Nan FHC* 21,618 249 1.58 5,629 126 5,586 15 6,640 40 1,592 (118) (9.0) 21,193 53 154 93.1
288111 Fubon FHC 66,017 40.7 4.80 30,408 175 50,907 76.0 39,995 60.6 10,360 NA. 138 140,650 1034 10.03 1033
288211 Cathay FHC 50,929 36.3 3.24 38100 4437 33,652 3201 31,057 16.1 4,470 NA (17.8) 113,100 100.8 7.44 101.5
2883 T KGI FHC* 18,943 15.7 1.13 8214 1345 8,739 316 12,187 65.4 2,181 7,3517 240 33,044 75.2 194 97.2
28841 E. Sun FHC 21,726 379 141 6,251 35 6,452 434 8,195 535 1,609 (29.2) 6.0 24,003 183 1.50 934
2885 T Yuanta FHC 26,566 238 2.09 9,235 60.0 8,426 (3.4), 9,434 10.2 3,730 199.1 15.1 34,066 30.8 263 100.2
2886 TT Mega FHC 33,247 813 2.37 11,490 6.6 8,906 15 8,924 8.0 949 (59.6) (47.0) 32,061 28 217 916
2887 TT Taishin FHC 14,602 (1.8) 1.01 5011 (1.0) 5,565 45.7 6,084 89.0 1,380 (8.0) 13 19,280 340 135 1011
2888 TT Shin Kong FHC* (7,409) NA (0.48) 3,094 NA 17,393 551.9 -827 NA. -616 NA. NA 19,490 NA 1.20 89.7
2889 TT Waterland FHC* 2,000 55.3 0.58 628 38 584 127 480 21 165 (5.2) 65 2,013 9.2 0.57 NA.
2890 T SinoPac FHC* 19,764 238 1.62 6,911 455 5274 (1.4), 6,263 11.6 1,001 (44.7) (41.8) 21,219 139 167 90.5
289111 CTBC FHC 56,081 793 2.82 20,920 614 16,287 27 21,442 84 4,938 2540 42 68,327 243 3.45 98.5
2892TT First FHC 22,461 9.1 165 7,015 5.8 6,714 28 7,079 206 1,508 214 (16.2) 24117 127 172 1031
5880 T Coorporative FHC* 17,264 (14.7) 1.17 5,237 72 4,859 47 5728 148 1,295 250 (5.7) 18,894 10.1 1.21 NA.
Total of 14 FHCs 363,809 30.0 158,153 1029 179,343 405| 162,682 222 34,542 NA (3.9) 571,457 58.8
Life insurance-centered FHCs 128,479 25.1 79,824 4169| 110,690 737 82412 27.5 16,375 NA (1.5) 306,284 1289
Banking-centered FHCs 206,764 340 68,465 220 59,643 10.1 70,356 183 14,272 6.4 (10.4) 229,094 156
Brokerage-centered FHCs 28,566 256 9,863 54.7 9,010 (7.3) 9,914 9.8 3,895 174.1 147 36,079 293

Note 1. * Indicates FHCs not within our coverage universe, forecasts for these FHCs are based on Bloomberg consensus

Note 2: insurance-centric FHCs are Cathay, Fubon, KGI, and Shin Kong; bank-centric FHCs are Hua Nan, E. Sun, Mega, SinoPac, CTBC, First, and Taiwan Cooperative; securities-centric FHCs are Yuanta
and IBF

Source: Bloomberg; Company data; KGI Research

Figure 2: November life insurance earnings up 25% MoM on higher investment income driven by NT-dollar depreciation of 1.3%
& higher capital gains at Fubon Life

NT$mn 2023 1024 2Q24 3024 Nov-24 Jan-Nov 24

FHC ticker  Subsidiary name Earnings YoY (%) EPS (NTS)| Earnings YoY (%)| Earnings YoY (%)| Earnings YoY (%)| Earnings YoY (%) MoM (%)| Earnings YoY (%) EPS (NTS)
28811 Fubon Life 36,091 (449) 326 17463 1409 | 34,103 797] 26,356 55.9 8,270 NA 433 92,000 136.1 177
288211 Cathay Life 16,343 (515) 257 25,735 NA| 22818 531 18,556 59 1,450 NA (28.9) 70,790 2008 11.12
2885 TT Yuanta Life 2,019 46.7 085 993 22110 926 (41.3)] 141 (929) -19 NA NA 2,434 (18.8) 0.98
288711 Taishin Life 251 (82.0) 0.27 817 40856 494 94.6 579 (29.3) -100 NA. NA. 1.820 1193 1.69
2888 1T Shin Kong Life (17,193) NA. (233) 453 NA. 14,420 NA (3,415) NA. -1,159 NA NA 10,088 NA 1.28
289111 Taiwan Life 12,383 NA 199 7,655 NA 5412 (9.8 8002 (14.9) 681 NA 3204 21,912 59.0 352
5880 TT Taiwan Cooperative Life 1,254 84 182 298 (08) 293 (17.1)] 222 (31.7) 141 1820 146 1,077 (ER)] 1.57
2883 1T KGl Life 10,178 (227) 207 5149 1,5036 5,837 267 9,137 431 1,128 NA (0.6) 22,387 98.3 442
5874 1T Nan Shan Life 22,110 (29.9) 160| 13480 26885| 12108 (203)) 11,570 (48.7) 2,744 NA. 125.5 41,119 472 2.80
Total of 9 life insurers 83,436 (40.2) 72,044 NA| 96,410 56.2| 71,150 (10.2) 13,136 NA. 26| 263627 159.4

Source: Company data; KGI Research

Figure 3: Major FHCs’ P&C earnings down 66% MoM in November on higher reserves for COVID-19 policy re-insurance claims at
Fubon P&C and Cathay Century P&C & lower investment income

NT$mn 2023 1Q24 2Q24 3Q24 Nov-24 Jan-Nov 24

FHC ticker Subsidiary name Earnings YoY (%) EPS (NTS)| Earnings YoY (%)| Earnings YoY (%)| Earnings YoY (%)| Earnings YoY (%) MoM (%) Earnings YoY (%) EPS (NTS)
2880 T Hua Nan P&C 916 100.1 458 399 1236 487 105.5 295 202 46 (54.9) (22.0) 1.286 58.8 0.42
28811 Fubon P&C -2,230 NA (2.04) 1,348 NA 1,004 6.2 993 21 10 (30.0) (80.0) 3,490 NA 11.64
288211 Cathay Century P&C 1,246 NA. 0.23 868 NA. 436 (42.4) 899 139 80 27.3) (66.7) 2,490 88.6 12.47
2886 TT Chung Kuo P&C -1,467 NA (2.90) 166 NA (80) NA 230 180 3 NA (947) 375 NA 178
Total of 4 P&C -1,536 NA. 2,780 0.0 1,936 107.0 2,417 18.3 139 (54.7) (65.8) 7,641 NA.

Source: Company data; KGI Research

Figure 4: November bank net profit down 1% MoM on less net interest & fee income, as well as 4Q24 peak season for opex & credit
costs

NT$mn 2023 1Q24 2Q24 3024 Nov-24 Jan-Nov 24

FHC ticker  Subsidiary name Earnings YoY (%) EPS (NTS)| Earnings YoY (%)| Earnings YoY (%)| Earnings YoY (%)| Earnings YoY (%) MoM (%)| Earnings YoY (%) EPS (NTS)
2880 TT Hua Nan Bank 20,051 199 2.05 5,045 8.2 5223 27 5,987 17 1,660 25 (4.2) 19,649 49 1.88
288111 Taipei Fubon Bank 24,648 81 1.72 8,164 18.2 8,084 26.4 8,857 245 1,760 (2.8) (20.4) 29,070 212 2.03
288211 Cathay United Bank 28,805 126 265 10,354 136 9,691 16.8 10,994 388 2,750 2873 (74) 36,970 295 3.04
288311 KGI Bank 5395 (10.1) 1.17 1,469 (4.3) 1,345 (8.8) 1,495 215 425 272 5.2 5.138 19 1.12
2884TT E Sun Bank 19,563 321 172 5644 27 5919 476 7,924 789 1,701 (19.7) 19 22,687 237 1.75
2885TT Yuanta Bank 8,657 188 117 2,634 224 2,552 (17.5) 2,465 11.8 1,065 162.3 50.0 9,425 116 1.18
2886 1T Mega Bank 31,025 283 363 9888 59| 7904 (2] 7.300 37 877 (551)  (403) 27,439 67) 285
2887 1T Taishin Bank 14,908 24 161 4,419 30 4,204 149 5,333 285 1,280 133 (15.2) 16,750 189 172
2888 TT Shin Keng Bank 6,791 (1.0) 136 1677 127 1,867 (73) 1,959 143 576 300 43 6,631 82 133
2890TT Sinopac Bank 16,066 92 168 5,261 341 4,456 22 4,665 57 1,160 (13.0) 6.7 16,680 98 1.61
2891TT CTBC Bank 41,333 13 2791 12113 66| 11,060 152 13,106 219 4,286 168 (4.6) 45,060 16.2 285
2892 TT First Bank 21,526 5.9 211 6,493 27 6,306 6.2 6,644 15.4 1,557 220 (4.4) 22,629 10.5 2.05
5880 T Taiwan Cooperative Bank 16,303 (146) 148 4,948 62 5,166 200 5,443 16.0 1224 329 12 17,993 142 146
280111 Chang Hwa Bank 12,982 18.3 1.20 3,831 1.0 3613 1.5 3,805 17.9 1,215 48 0.7 13,670 12.8 1.22
2809TT King's Town Bank 6,207 180.8 559 2,019 1402 1,220 (193) 628 (70.7) 427 (456) 518 4,575 (17.9) 412
5876 TT SCSB 14,660 (1.9) 3.02 4335 1.7 1,468 (85.0)) 4748 N.M. 1,116 NA. 3482 11,919 NA 2.46
Total of 16 banks 288,921 122 88,292 90| 80,078 (12)] 91,353 246 23,079 173 (0.7) 306,285 175

Source: Company data; KGI Research
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Figure 5: November securities net profit up 4% YoY on higher investment income for main brokerages

NT$mn 2023 1Q24 2Q24 3Q24 Nov-24 Jan-Nov 24

FHC ticker Subsidiary name Earnings YoY (%) EPS (NT$)| Earnings YoY (%)| Earnings YoY (%)| Earnings YoY (%)| Earnings YoY (%) MoM (%) Earnings YoY (%) EPS (NT$)
2880 1T Hua Nan Securities 1,506 36.1 230 490 1228 570 216 606 247 36 (79.7) (41.9) 1.763 275 2.69
288110 Fubon Securities 6,960 1537 428 2,344 528 2,629 452 3,150 537 850 149 60.4 9,500 468 584
2882 T1 Cathay Securities 2,112 49.9 2.74 908 94.5 1,258 1178 1.186 120.9 310 824 19.2 3,920 107.4 5.09
288311 KGI Securities 7344 1024 397 2,898 532 2,620 453 2,610 54.0 747 (10.8) 219 9,487 452 522
2884 1T E.Sun Securities 1,289 283 322 414 448 646 98.1 644 814 160 231 (0.6) 2,023 722 5.00
2885 TT Yuanta Securities 13,793 145 2.09 4,479 474 4,800 171 5,997 535 2,562 114.2 415 19,648 54.1 298
2886 TT Mega Securities 2,003 2320 173 887 90.6 608 (23) 806 491 1 (99.7) (99.2) 2,434 409 2.10
288711 Taishin Securities 1,545 19.4 223 642 493 845 908 464 94.5 170 (15.0) 125 2,200 66.7 3.18
2888 TT MasterLink Securities 2,499 589.8 1.55 1,002 30.1 1,112 438 803 80.1 42 (88.0) (75.3) 3,129 413 1.94
2890 TT SinoPac Securities 3,836 1424 237 1,533 90.3 1,375 496 1,621 217 237 (38.0) (65.6) 5,460 58.5 328
289211 First Securities 978 1425 159 313 (55) 373 121 245 166 31 (59.2) (783) 1,105 217 170
2855 TT President Securities 2,879 2947 198 1,726 2772 1,344 148 540 (34.4) 124 (70.4) (57.1) 4,022 58.5 276
5880 TT Taiwan Cooperative Securities 202 (29.5) 0.39 184 3488 43 (53.7) 53 (47.5), -24 NA. N.A 280 481 0.54
6005 TT Capital Securities 4,132 3918 190 1,357 223 1,249 147 1,245 16.0 439 (0.2) 820 4931 195 205
Total of 14 brokerages 51,076 873 19,174 619| 19471 340( 19,969 452 5,685 40 92 69,901 4938

Source: Company data; KGl Research

Figure 6: In November, Yulon Finance (9941 TT, NT$112.5, N) earnings fell 1% MoM & Hotai Finance (6592 TT, NT$81.3, N)
revenue fell 2% MoM on lower new used-car loan growth; Chailease (5871 TT, NT$123, N) earnings were up slightly by 2% MoM
as higher non-op income offset November sales decline of 5% MoM

NTSmn 2023 1Q24 2Q24 3Q24 Nov-24 Jan-Nov 24 2024F
FHC ticker  Subsidiary name Sales YoY (%) Sales YoY (%) Sales YoY (%) Sales YoY (%) Sales YoY (%) MoM (%) Sales YoY (%) Achieved (%)
58711 Chailease 97,526 126 25,011 8.1 25,735 66| 26230 42 8210 08 (4.8), 93,808 54 a1.7
9941 T Yulon Finance 41,489 135 10,397 63 10,490 15 10,521 (1.6) 3,276 (8.8) (1.3)] 38,039 00 921
6592 T Hotai Finance 28,660 258 7,784 18.6 7,684 11.0 7,181 (4.3), 2,073 (19.3) (1.7) 26,830 30 903
FHC ticker  Subsidiary name Earnings YoY (%) EPS (NTS)|Earnings YoY (%)| Earnings YoY (%)| Earnings YoY (%)| Earnings YoY (%) MoM (%) Earnings YoY (%) EPS (NTS$)| Achieved (%)
5871 TT Chailease 25,034 (8.0) 15.15 5815 (15.6) 6,409 38 6,179 (0.9) 1377 (29.8) 16 21,136 (8.9) 1245 90.3
9941 1T Yulon Finance 6,275 8.1 11.07 1,304 (27.2) 1343 (22.9) 1,579 (76) 324 (33.2) 07 4,884 21.6) 852 879
6592 T Hotai Finance 3,690 13.0 6.41 840 (6.6) 1,024 155 727 27.7)

Source: Company data; KGl Research

Figure 7: Market expects Fed rate cut of 25bps in December & total of 3.7-3.8% in
2025, versus 3.4% indicated by dot plot in September
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Source: Bloomberg; KGI Research

Figure 8: US 10-year Treasury yield has risen to 4.1-4.4% in December on Trump
policy; 2025F yield curve to slope upwards steeply, lifting reinvestment yields for
life insurers
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Figure 9: US 30-year Treasury & BBB-grade corporate bond yields over 4% & 5%
in December, lifting new money yields for life insurers & banks

US Treasury yield, percent

70
60 525
all S 475
40 435
30
20
1.0 N 0.90
00

Dec-18 Dec-19 Dec-20 Dec-21 Dec-22 Dec-23 Dec-24

e |JS FED fund rate e |JS 30yr average TSY

US 30yr investment-grade bonds (BBB) average yield Corporate bonds credit spreads

Source: Bloomberg; KGi Research

Figure 10: November CS average swap points rose Shps MoM to 3.28%,
suggesting US 2025 rate cuts to slow, easing expected FX swap income declines

US-Taiwan IRD, percent (LHS); CS & NDF hedge costs, percent (RHS)
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Source: Bloomberg; KGI Research

Figure 11: November NPL ratio rebounded 1ppt to 0.16% on peak season for bad debt classification & provisions in 4Q24, with
SCSB’s NPL ratio up to 0.4% on worsened overseas NPLs

Oct-24 Oct-24 Oct-24

FHC/Bank NPL ratio MoM YTD NPL Coverage MoM YTD
ticker Bank (%) (ppts) (ppts)| (NT$mn) MoM YTD ratio (%) (ppts) (ppts)
2834 1T Taiwan Business Bank 019 003 001 3,132 544 413 679 (142) (42)
2801 1T Chang Hwa Bank 016 000 (002) 3,089 ) (100) 797 0 103
2886 1T Mega Bank 0.27 (0.01) 0.10 6,004  (344) 2,368 625 38 (360)
5880 1T Taiwan Cooperative Bank 0.17 0.00 (0.01) 5,142 170 17 660 (18) 23
2892 TT First Bank 017 (0.01) 000 4,444 (125) 345 793 24 (33)
288111 Taipei Fubon Bank 0.11 0.00 (0.01) 2,573 20 81 1,136 (4) 65
2888 1T Shin Kong Bank 0.12 0.00 0.00 1,020 5 78 1,072 (15) (35)
2884 1T E.Sun Bank 0.16 0.00 _0.00 3,707 64 390 152 (15) (1
2830 1T Hua Nan Bank 0.17 0.02 0.02 4,152 450 742 127 (110) (119)
5876 1T SCSB 0.40 0.06 0.23 3,580 524 2,120 338 (49) (604)
2891 1T CTBC Bank 015 000 (001 4,560 28 218 827 (6) 44
288511 Yuanta Bank 0.04 000 001 451 18 119 3,466 (79) (764)
2890 1T Bank Sinopac 018 006 009 2,883 954 1,569 128 (341) (692)
2887 11 Taishin Bank 013 001 001 2,257 120 483 982 (57) (178)
2882 1T Cathay United Bank 012 000 001 3,126 0 60/ 1,309 15 (144)
2809 1T King's Town Bank 002 0.00 000 51 0 3 5,853 (1) (1,718)

Bank industry 016 001 002 66,002 3,069 11,060 857 (39) (111

Source: Company data; KGI Research
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Figure 12: In 1Q-3Q24, Taiwan Life's positive spread (post-hedging recurring yield net of hedge costs) widened & Fubon Life’s
capital gains beat peers

Life insurers' investment position Cathay Life Fubon Life Taiwan Life Shin Kong Life

Percent 2023 YoY| 1-3Q24 YoY 2023 YoY| 1-3Q24 YoY{ 2023 YoY! 1-3024 YoY 2023 YoY{ 1-3Q24 YoY
Pre-hedging recurring yield (a) 345 008 3.45 (0.02) 353 017 355 (078); 364 09 379 007 343 (0.03) 337 (0.01)
Hedging cost (b) (096) (082) (1.28) (0.79) (085 (087) (156) (144) (0.74) (059) (074) (035 (1400 (113)f (145 (056)
After-hedging recurring yield (c) 278 (0.50) 256 (0.56) 250 (0.53) 235 (036)i 319 060 334 (0.14) 245 (0.82) 237 (0.39)
Cost of liabilty (Reserve hase) (d) 377 003| 378 001 315 004| 315 000, 321 0.10 325 006 377 008 378 005

Cost of liability (Investment portfolio base) ()] 344  (0.03)]  3.31 (0.15) 304 (007)) 292 (0.08); 302 008 305 005 364 0.10 359 0.02

Recuring yield (After-hedging] less cost of (0.66) (0.47) (0.76) (0.42) (0.54) (0.46) (057) (0.28)] 017 053] 029 (019 (1.19) (0.92) (1.22) (0.41)
liability (Investment portfolio base) (¢)-(e)
Capital gain 050  005] 159 099] 129 (016) 316 154] 030 028 118 081 035 041 155 127
Investment yield 328 (045! 415 043 379 (069) 551  118| 349 088! 452 067 280 (041) 392 088

Source: Company data; KGI Research

Figure 13: 3Q24 life insurers” hedge costs & hedge weighting were higher than in 1H24 due to NT-dollar appreciation of 2.52%

Percent Cathay Life Fubon Life Taiwan Life Shin Kong Life
2023 YoY| 1-3Q24 QoQ 2023 YoY| 1-3Q24 QoQ 2023 YoY| 1-3Q24 QoQ 2023 YoY| 1-3Q24 QoQ
FX policy/Currency Swap/NDF 741 4.0 745 6.2 73.7 3.5 67.8 42 716 (1.6) 78.0 99 78.0 (4.4) 82.7 (2.4
FX policy 30.0 (2.0) 31.0 0.0 27.0 (4.1 259 0.3) 42.0 (1.0) 41.0 0.0 30.0 0.1 29.7 (2.0
Currency Swap/NDF 441 6.0 435 62 466 75 419 45 296 (06) 370 99 480 (45) 530 (2.6)
Currency Swap NA NA NA NA 357 (1.1) 342 (13) NA N.A NA NA 274 (05) 281 12
NDF N.A. N.A. N.A. N.A. 11.0 8.7 17 59 N.A N.A. N.A N.A. 206 (4.0) 249 (6.6)
AFS/mutual funds 77 (0.5) 5.5 (07) 16.1 12 158 (0.9) 11.0 13 11.0 10 1.4 (0.4) 14 77
[Proxy Open/USD and other currencies 18.2 (4.2) 20.0 (5.5) 10.2 (4.7) 16.4 (3.3) 17.4 0.3 12.0 (9.8) 206 49 15.9 2.0]
Total 100 100 100 100 100 101 100 100
Hedging cost 096) (082 (1280 (07 (085 (087 (156) (027 ©74 (059 (074 (022 (140) (113)] (145 (0.28)

Source: Company data; KGI Research

Figure 14: We expect 2024 distributable earnings of FHCs to rise as other equity improvements in 3Q24 exceeded NT$130bn (vs.
end-2023), coupled with 2024 earnings growth of above 50%

NTSmn 2023 Reversalin 2024F vs.2023 Cash 2024 Cash 2024F Cash

* undistributed 4_Q2,3 other ZOM_F 3Q_Z4_F other special reserve in|  distributable 2024F Cash dividend dividend per | dividend growth dividend
Ticker Company earnings equity interest)  net profit equity interest 3Q24F earnings per share (NTS) share (NTS) rate yields
288171 Fubon FHC 254,407 (34,905) 136,127 14,080 34,905 411,826 400 250 60% 43%
2882 T Cathay FHC 160,807 (78,461) 111,472 (16,305) 62,156 323,288 300 200 50% 4.4%
289111 CTBCFHC 56,517 (37,087) 69,340 (16,628) 20,459 139,382 1.85 1.80 3% 4.7%
28851 Yuanta FHC 68,520 4,948 34,008 15,446 - 99,127 1.45 1.10 32% 4.1%
2886 TT Mega FHC 42,820 3,143 35,002 6,196 - 74,322 160 150 7% 40%
2892 T First FHC 19,893 17,203 25,480 24,694 - 42,826 0.90 085 6% 32%
2890 TT Sinopac FHC* 19,715 (5.158) 23,446 (3.575) 1,583 42,399 095 0.75 27% 4.0%
2830 1T Hua Nan FHC* 15,148 17.128) 20,189 (4,425) 2,702 36,021 0.93 0.65 43% 3.4%
5880 TT Cooperative FHC* 11,039 (10,274) 23,780 (4,393) 5,881 38322 125 120 4% 46%
288711 Taishin FHC 9,345 (794) 19,071 566 794 27,303 066 0.60 10% 3.7%
288411 E.Sun FHC 2,090 (1,979) 25,707 5240 1979 27,205 1.10 1.20 -8% 4.0%
2888 TT Shin Kong FHC* (4,693) (19,624 21,736 (17,888) 1,736 16,605 0.10 - na 0.8%
288911 Waterland FHC* 3 m 2,163 1,638 - 1,950 046 073 -37% 3.1%

Note: *2024F financial forecasts and dividend distributions for FHCs that are not rated are based on Bloomberg consensus or refer to past distribution rates.
Source: Company data; TEJ; KGI Estimates
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Figure 15: FHC & bank valuations

Net ) EPS Cash Cash
Company Code Rating Market Sh.lire PB PE ROE profit Net profit growth EPS growth BVPS yield dividend
cap price (x) (x) (%) (NTS mn) (%) (NTS) (%) (NTS) (o) (rs)

(USS mn) (LCY) 2024F  2025F; 2024F 2025F; 2024F 2025F: 2024F 2025F 2024F 2025F) 2024F 2025F; 2024F 2025F; 2024F  2025Fi 2024F 2025F| 2024F  2025F
CTBC FHC BT Outperform 23372 39.10 167 141 111 1089 159 140 69,340 70,451 236 16 353 359 237 16 2342 2773 47 47 185 185
ESunFHC 2884TT Qutperform 13,401 27.50 174 1.36 17.1 1581 105 104 25,707 27812 183 8.2 181 1.74 15.9 82 15.80 17.64 40 44 1.10 120
First FHC 289211 Neutral 12,010 28.10 150 137 159 1713 98 84 25,480 23,679 134 (7.1); 176 164 70 (7.1) 18.69 20.53 32 341 090 095
Mega FHC 2886 TT Neutral 17,941 3970 160 145 168 17.20 99 89 35,002 34,233 53 (2.2), 236 231 07 (2.2) 2481 2733 40 39 160 155
Taishin FHC 2887 T1 Neutral 6,997 17.70 1.20 1.09 116 1117 108 102 19,071 19,774 306 37 153 158 306 37 1470 16.28 37 38 0.66 067
Bank FHC peer average 1.54 1.38 145 1444 14 104 179 0.8 15.6 0.9 3.9 4.0
Fubon FHC 288171 Qutperform 38,303} 9200 142 1.26 92 10.56 17.1 126§ 136127 119,09 106.2 (125 996 8n 964 (125) 64.84 73.08 43 41 4.00 3.80
Cathay FHC 2882TT Qutperform 30,658] 68.60 1.21 1.06 9.0 1027 146 110§ 111,472 97,987 1189 (12.1)f 760 668 1189 (12.1)] 5653 6466 44 441 300 3.00
Insurance FHC peer average 1.32 1.16 9.1 1041 15.9 1.8 1.7 (12.3) 107.6  (12.3) 4.4 4.3
Yuanta FHC 2885TT Qutperform 13,781 3495 144 1.27 136 1298 1.2 104 34,008 35,529 280 45 2.58 269 231 45 24.20 2741 41 43 145 1.50
Securities FHC peer average 1.44 1.27 13.6 12.98 11.2 10.4 28.0 4.5 23.1 4.5 4.1 4.3
SCSB 5876 TT Neutral 5,976 4035 1.00 094 147 1334 70 73 13310 14,704 (9.2) 105 274 3.02 (9.2) 105 4016 4298 42 45 170 180
King's Town Bank 280911 Neutral 1,644 4855 099 0.90 88 8.59 n7 110 6,123 6,278 (1.4) 25 551 5.65 (1.4) 25 4899 53.69 62 62 3.00 3.00
Taiwan financials peer average 1.38 123 128 12.79 11.9 10.4 52.2 (5.5) 30.6 (0.3) 4.3 4.4
Yulon Finance 94T Neutral 1,879F 11250 181 1.55 116 1034 170 155 5,559 5,730 (11.9) 31 9 10.88 (12.2) 120 6199 7244 49 52 5.50 580
Hotai Finance 6592 TT Neutral 1,543 8130 157 142 167 1669 14 102 3329 3,470 (9.8) 42 488 487 (23.8) (02) 5165 57.22 31 32 250 260
Chailease 587111 Neutral 6,287} 123.00 130 1.12 86 8.00 157 147 23,396 25,215 (6.5) 78| 1428 1537 (9.9) 76 9474 10976 51 55 630 6.80
Taiwan leasing peer average 1.56 136 123 1168 14.7 135 9.2) 5.0 (15.3) 6.4 44 46

Source: Bloomberg; KGI Research (based on December 10, 2024 closing price)

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.

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

Disclaimer

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.




