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Life insurance-focused FHC earnings beat peers in April on forex & investment income        

..    

 

 

 

 

  

Event   
In April, the aggregate earnings of Taiwan’s 14 FHCs grew at a slower YoY pace of 60% 
and fell 9% MoM. Life insurance-focused FHC earnings soared 106% YoY, higher than 
those of banking- and securities-focused FHCs, which rose a respective 18% and 34% YoY, 
due to lower hedge costs on NT-dollar depreciation of 1.7%. 
Analysis 
Banking- & securities-focused FHCs – Fee & net interest income up. In April, CTBC FHC 
(2891 TT, NT$37.5, OP) posted net profit of NT$5.1bn, up 50.6% YoY, but down 43% 
MoM, as CTBC Bank earnings dropped 43% MoM (higher general provisions on robust 
loan growth in April), and Taiwan Life earnings declined 19% MoM (lower hedging costs 
on NT-dollar depreciation, offsetting lower capital gains). In January-April, CTBC FHC grew 
net profit by 59% YoY, achieving 41% of our 2024F earnings, on CTBC Bank earnings 
growth of 4.6% YoY (higher investment and fee income) and Taiwan Life earnings of 
NT$9.88bn (capital gains on stocks and bonds up, with hedging costs down). E.Sun FHC 
(2884 TT, NT$28.5, OP) grew net profit by 13% YoY in April, driven by net interest and fee 
income growth of a respective 16% and 47%, despite lower investment income. However, 
net profit declined 18% MoM in April due to lower investment income and higher general 
provisions. In January-April, E.Sun FHC earnings achieved 34% of our full-year forecast 
with YoY growth accelerating to 5.4%, as bank and securities earnings rose 4.3% and 79%, 
respectively. Taishin FHC (2887 TT, NT$18.8, N) saw earnings grow a respective 91% and 
13% YoY in April and January-April, boosted by bank earnings growth of 20%, as well as 
higher earnings YoY across the securities, and life insurance. First FHC (2892 TT, NT$27.9, 
N) garnered NT$2.63bn in net profit in April, up 8% YoY, but down 10% MoM on lower 
investment income. In April, Mega FHC (2886 TT, NT$40.95, N) generated net profit of 
NT$2.63bn, down 18% YoY and 31% MoM, as investment gains from stocks and FX swaps 
slipped, offsetting rebounds in bank net interest and fee incomes. BVPS decreased 
NT$0.03 MoM in April to NT$25.08, suggesting FVOCI unrealized gains on financial assets 
dropped by about NT$3.0bn a month. Yuanta FHC (2885 TT, NT$32.1, OP) garnered net 
profit of NT$3.05bn in April, up 59% YoY, but down 21% MoM, with securities and futures 
earnings up 36% YoY, boosted by brokerage fee income growth of 92% YoY and 
investment income growth of 125% on an 80% spike in daily average Taiex turnover to 
NT$554.2bn. 
Life insurance-focused FHCs – Hedge costs improving. Fubon FHC (2881 TT, NT$71.8, OP) 
posted net profit of NT$13.03bn in April, up 65% YoY and 63% MoM, with life insurance 
earnings up 122% MoM, as NT-dollar depreciation lowered hedging costs to NT$0.3bn 
(increasing forex volatility reserves by NT$5.6bn to NT$23.9bn) offset capital gains of 
NT$8.8bn, down NT$3.4bn MoM. Fubon P&C booked claims of NT$380mn in April, for 
the Hualian earthquake on April 3. In January-April, earnings growth YoY accelerated to 
99%, achieving 46% of our 2024F earnings. Cathay FHC (2882 TT, NT$55.5, OP) posted 
net profit of NT$13.7bn in April, up 131% YoY, but down 18% MoM, with life insurance 
hedging costs (forex volatility reserves up by NT$7.6bn) and capital gains both down, and 
bank earnings down 7.6% MoM on lower investment income. In January-April, Cathay 
FHC earnings growth slipped to 297% YoY, achieving 64% of our 2024F earnings. 
Stocks for Action 
NT-dollar depreciation prompted life insurance-focused FHC earnings to outperform 
securities- and banking-focused FHC earnings in April. However, whether the US Dollar 
Index will continue to strengthen from May depends on whether the Fed will cut interest 
rates in 3Q24F. So far in 2Q24, CS recurring hedge costs have remained at 4.0-4.2%. The 
Financial Supervisory Commission (FSC) could announce new rules for forex volatility 
reserves in May, which would affect forex gains on unhedged positions at life insurers 
who apply for the new rules. We predict banks will maintain NIM and FX swap income in 
2Q-3Q24F. A high interest rate environment will help banks sell overseas bonds, funds, 
and structured bonds, lifting fee income growth to double-digits. For 2024, we are 
currently positive, in descending order, on banking, securities, life insurance, and leasing, 
and are upbeat on CTBC FHC, E.Sun FHC, Fubon FHC, and Cathay FHC. 
Risks 
Weakening global financial markets, high credit costs for banks. 

 

 

 

 

Financial sector  



      

  

14 May 2024  2  

Taiwan  Financial sector  

 

 

  



      

  

14 May 2024  3  

Taiwan  Financial sector  

  



      

  

14 May 2024  4  

Taiwan  Financial sector  

  



      

  

14 May 2024  5  

Taiwan  Financial sector  

  



      

  

14 May 2024  6  

Taiwan  Financial sector  

 

 

 

 

 

 

 

 

  



      

  

14 May 2024  7  

Taiwan  Financial sector  

  



      

  

14 May 2024  8  

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.  


