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Life insurance net losses deepened in May on NT dollar appreciation of nearly 7%                     

..    

 

 

 

 

  

Event 

In May, the combined net loss of Taiwan’s 14 FHCs was NT$6.85bn. Banking-centric FHCs saw 
earnings contract 25% YoY, outperforming securities peers’ 66% earnings decline, and life 
insurance peers’ net losses of NT$22.7bn. Life insurance FHCs incurred net losses primarily 
due to unfavorable forex rates, as the NT dollar appreciated by 6.98% in May, or NT$2.09. As 
Fubon Life (2881 TT, NT$87.7, N), Shin Kong Life (2888 TT, NT$11.95, NR) and Yuanta Life (2885 
TT, NT$32.9, N) had already run out of foreign exchange valuation reserves (FX reserves), forex 
losses were reflected in P&L accounts. 

Analysis 

Life insurance FHCs – Bigger impact of forex losses. In May, Fubon FHC reported a net loss of 
NT$5.79bn on Fubon Life’s wider losses of NT$9.14bn (forex losses of NT$30bn offsetting 
capital gains of NT$19bn, up NT$9.1bn MoM, and recurring income of NT$10.4bn). While 
Fubon Life adopted the new FX reserves mechanism in May, FX reserves of NT$27bn had 
already run out in May. Cathay FHC (2882 TT, NT$66, N) reported net profit of NT$5.24bn in 
May, down 8% YoY but up 306% MoM, with Cathay Life contributing only NT$440mn (a fixed 
provision under the new FX reserves mechanism and lower capital gains) and the banking unit 
saw earnings decrease by 2.4% MoM. Cathay Life also adopted the new FX reserves 
mechanism in May, so forex loss in May was fully offset by FX reserves, though the firm didn’t 
disclose the balance in May. 

Banking FHCs – Interest & investment income up. In May, E. Sun FHC’s (2884 TT, NT$31.2, 
OP) net profit was NT$2.85bn, up 14% YoY and MoM, driven by E. Sun Bank’s earnings growth 
of 19% YoY, which offset securities contraction of 25%. Bank loans boosted net interest 
income (NII) by 5% MoM. The FHC saw investment income grow 77% MoM to NT$1.56bn, as 
demand for hedging rose on NT dollar appreciation, increasing revenue of the flow business, 
and stock and bond valuations rebounded. In May, CTBC FHC (2891 TT, NT$42.5, OP) posted 
net profit of NT$2.12bn, down 59% YoY and 20% MoM. CTBC Bank’s earnings grew 13.5% 
MoM (higher NII and fee income and lower general provisions). Taiwan Life’s (2891 TT, 
NT$42.5, OP) net losses widened to NT$2.8bn on forex losses of around NT$5bn, with FX 
reserves down by NT$6.8bn to NT$3.1bn, implying a balance depletion based on NT dollar 
appreciation to around NT$29. First FHC’s (2892 TT, NT$27.85, N) net profit fell 13.6% YoY and 
2% MoM in May, with First Bank up 4.7% MoM (NII up 3% MoM and other income) offsetting 
First Life’s net losses of NT$335mn (forex). Mega FHC’s (2886 TT, NT$40.05, N) net profit was 
NT$3.18bn, the second highest month YTD, up 13.6% YoY and 46.7% MoM, with bank earnings 
up 29% MoM (higher NII and investment income) and securities turning profitable MoM. 
Yuanta FHC posted earnings of only NT$740mn in May, down 71% YoY and 43% MoM, on life 
insurance net losses of NT$2.07bn offsetting securities earnings growth of 18% YoY and of 
23% for the bank. Since Yuanta Life’s forex reserves reached the lower limit in May, forex 
losses are NT$200mn if the NT dollar strengthens by NT$0.1 against the US dollar. 

Stocks for Action 

The financial subindex has risen by 5.6% since May, reflecting a rebound in the Taiex and the 
inclusion of financial plays with a cash dividend yield exceeding 4.5% into high-dividend funds. 
Currently, the market expects US rate cuts will narrow to 25-50bps this year. Delays in rate 
cuts will ease FX swap income contractions for banks. For 2025F, we predict banks’ NIM will 
flatten or edge up, while life insurers’ profitability and distributable earnings will be affected 
by uncertainty caused by stock and bond volatility. Recently, the Financial Supervisory 
Commission (FSC) has been considering the relaxation of rules governing the provision of 
policy reserves and mortality reserves in a bid to increase the balance of forex reserves for life 
insurers, mitigating the impact of forex losses. Our 2025F investment preferences are, in 
descending order, banking, life insurance and securities/ leasing. We are positive on E. Sun 
FHC and CTBC FHC for sustainable net interest and fee income as well as stable asset quality. 

Risks 

US Fed pivots back to rate hikes to curb inflation; sharper upticks in bank credit costs. 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
  

Financial sector     



      

  

11 June 2025   2  

Taiwan  Financial sector  

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   



      

  

11 June 2025   3  

Taiwan  Financial sector  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



      

  

11 June 2025   4  

Taiwan  Financial sector  

  



      

  

11 June 2025   5  

Taiwan  Financial sector  

    

  



      

  

11 June 2025   6  

Taiwan  Financial sector  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



      

  

11 June 2025   7  

Taiwan  Financial sector  

 

 

 

 

 

 

 

 

 

 

 

 

 

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.  


