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Event 

In April, 14 FHCs saw earnings fall by 52% MoM and a steeper YoY rate of 65% to NT$18.6bn, 
a yearly low. Earnings of life insurance and securities FHCs contracted a respective 94% and 
65%, higher than bank peers’ decline of 15%. We attribute this to NT dollar appreciation of 
3.6%, resulting in higher forex losses, and lower capital income for life insurers, while the 
appreciation had a limited effect on bank earnings. 

Analysis 

Life insurance-centric FHCs – Wider forex losses on NT dollar appreciation. In April, Fubon 
FHC (2881 TT, NT$78.1, N) posted net profit of NT$4.17bn, down 68% YoY and 63% MoM, with 
Fubon Life (FL) booking a loss of NT$2.41bn (forex losses and capital gains up NT$1.2bn MoM 
to NT$9.9bn) and Taipei Fubon Bank’s earnings decreasing 5.2% MoM. Due to NT dollar 
appreciation of 3.6%, FL saw forex losses of NT$15.2bn in April and reduced foreign exchange 
valuation reserves (FX reserves) by NT$17.2bn to NT$9bn, implying FX reserves may fall below 
the FX reserve limit of NT$2.4bn, and most FX losses may need to be reflected in P&L in May 
(based on NT dollar appreciation of 5.6% since May). Cathay FHC (2882 TT, NT$56.1, N) booked 
net profit of NT$1.29bn in April, down 91% YoY and 87% MoM, with Cathay Life (CL) seeing an 
earnings loss of NT$2.57bn (forex losses and lower capital gains). Bank earnings came down 
8% MoM. CL’s FX reserves fell by over NT$8bn in April to NT$30bn, the result of forex losses 
due to a more effective basket hedging strategy. 

Banking-centric FHCs – Bank core earnings stable. E. Sun FHC (2884 TT, NT$29.5, OP) 
garnered net profit of NT$2.51bn in April, up 43% YoY but down 17.5% MoM, mainly because 
bank earnings growth of 67% offset a securities earnings decline of 35% and venture capital 
losses of NT$240mn. The FHC’s net interest and fee income rose 3% and 6% MoM in April, 
respectively, offsetting an investment income decline of 56% MoM to NT$880mn. In January-
April, net profit soared 41% YoY, attaining 39% of our 2025 earnings forecast. CTBC FHC’s 
(2891 TT, NT$40.1, OP) net profit was NT$2.65bn in April, down 48% YoY and 68% MoM, with 
CTBC Bank earnings down 14% (investment income higher on bond capital gains, offsetting 
lower interest and fee income due to fewer working days and higher general provisions). 
Taiwan Life incurred net losses of NT$1.32bn in April, as NT dollar appreciation of 3.6% 
increased net hedging costs by NT$3.9bn MoM. In April, First FHC’s (2892 TT, NT$26.3, N) net 
profit fell 3.3% YoY and 9.6% MoM, with First Bank earnings down 3% (FX swaps increased 
NT$400mn MoM to NT$1.4bn; interest income growth of 8% MoM offset a fee income decline 
of 13% MoM). First Life posted net losses of NT$90mn on NT dollar appreciation. 

Stocks for Action 

The NT dollar appreciated 3.6% in April, exerting a stronger effect on life insurers than banks 
and securities houses. This was because around 20% of Taiwanese life insurers’ foreign-
currency assets, the primary source of forex losses, were unhedged and held in a basket of 
currencies, while banks’ and securities houses’ US dollar assets were lower than US dollar 
liabilities, for limited forex losses. The NT dollar has appreciated 5.6% since May and life 
insurers have increased the portion of hedging. However, if the US dollar index remains weak 
going forward, forex losses will continue to affect life insurers’ earnings and FX reserves in 
May. In addition, wider stock and bond market fluctuations will affect 2025F profitability and 
distributable earnings. Currently, the market expects the US will cut its benchmark interest 
rate by 75-100bps in 2025F which, however, depends on the effect of tariffs on inflation and 
US employment. We expect Taiwanese banks’ net interest margin (NIM) will be flat or edge 
up this year, as US rate cuts will lower funding costs and as supply chain relocation by 
manufacturers will boost FCY lending. Intensifying forex volatility will increase hedging 
demand for banks. Our investment preferences for 2025F are banking > securities and life 
insurance > leasing. We like 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. 
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