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

effects                   
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Event 

In November, the aggregate net profit of Taiwan’s 14 FHCs was down 4% MoM to 
NT$34.5bn, an improvement from a net loss of NT$4.8bn in November 2023. Securities-
centric FHCs grew net profit by 15% MoM on higher investment income. Life insurance-
centric FHCs saw net profit fall 1.5% MoM on lower capital gains (except Fubon FHC (2881 
TT, NT$92, OP), and banking-centric FHCs’ net profit fell 10% MoM on higher expenses at 
the end of the year. 

Analysis 

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 
November, Cathay FHC (2882 TT, NT$68.6, OP) net profit fell 18% MoM to NT$4.5bn as 
Cathay Life earnings were down 29% MoM to NT$1.45bn (NT-dollar depreciation of 1.3% 
boosted forex reserves by NT$4bn MoM, offsetting lower capital gains), with bank 
earnings declining 7% MoM, offsetting securities earnings growth of 19% MoM. In 
January-November, Fubon FHC and Cathay FHC achieved a respective 103% and 101.5% 
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, 
NT$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$681mn (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 NT$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 NT$600mn 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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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. 
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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 
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