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

il

April earnings of Taiwan's 14 FHCs rose
60% YoY, but fell 9% MoM, with life
insurance-focused FHCs outperforming
their peers on forex and investment
income.

Consensus for a Fed rate cut has now
been delayed to 3024, but the market is
positive on 2Q-3Q24F bank NIM and EX
swap income. US Dollar Index strength
and new forex volatility reserve rules will
affect hedge costs for life insurers.

We like CTBC FHC (2891 TT, NT$37.5,
OP), E.Sun FHC (2884 TT, NT$28.5, OP),
Fubon FHC (2881 TT, NT$71.8, OP), and
Cathay FHC (2882 TT, NT$55.5, OP).

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, NTS$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
NTS$9.88bn (capital gains on stocks and bonds up, with hedging costs down). E.Sun FHC
(2884 TT, NTS28.5, 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, NTS$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
NTS$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
NTS554.2bn.

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
NTS$8.8bn, down NTS$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, NTS55.5, 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.
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Figure 1: April aggregate net profit of Taiwan’'s 14 FHCs rose 60% YoY, but fell 9% MoM, with life insurance-focused FHCs up
106% (lower hedging costs), securities-focused FHCs up 34% YoY (higher Taiex prices & turnover), & banking-focused FHCs up
18% (core earnings rebound)

NT$mn 2023 1Q24 Apr-24 Jan-Apr 24 2024F
Earnings YoY (%) EPS(NTS)|Earnings YoY (%) QoQ(%)| Earnings YoY (%) MoM (%)| Earnings YoY (%) EPS (NTS)| Achieved (%)
2880 1T Hua Nan FHC* 21,618 249 159 5634 127 192 1,855 207 (107) 7,489 145 055 334
2881 1T Fubon FHC 66,017 407 481 30,390 173 NA 13,030 651 627 43,410 985 334 463
288211 Cathay FHC 50,929 363 324 37,200 4307 NA 13,740 1305 (182) 50,940 296.7 353 636
2883 1T CDF FHC* 18,943 15.7 113 8,214 1345 4743 2,425 2420 6.7) 10,639 1526 0.64 N.A.
2884 1T E_Sun FHC 21,726 379 14 6,250 34 69 1,752 127 (179) 8,002 54 051 337
2885 T Yuanta FHC 26,566 23.8 2.09 9,234 60.0 204.3 3,053 38.1 (20.7) 12,288 53.9 0.97 39.5
2886 1T Mega FHC 33,247 813 237 11,491 66 8438 2,630 (18.2) (31.4) 14,120 09 099 428
2887 1T Taishin FHC 14,602 (18) 101 5010 (11 1004 1,700 910 241 6,710 126 049 398
2888 TT Shin Kong FHC* (7.409) NA (0.48) 3,048 NA NA 3,447 168.9 (134) 6,494 NA 042 NA
2889 1T Waterland FHC* 2,000 55.3 0.58 628 37 548 105 (24.5) (52.5) 733 (1.5) 0.21 N.A.
2890 TT SinoPac FHC* 19,764 238 162 6,878 448 697 1,626 0.2) (34 4) 8,504 338 069 4138
2891 1T CTBC FHC 56,081 793 282 20,920 614 1791 5,107 50.6 (32 6) 26,027 592 133 410
289217 First FHC 22,461 9.1 1.65 7,015 58 1043 2,108 8.1 (10.0) 9,123 6.3 067 399
5880 TT Coorporative FHC* 17,264 (14.7) 117 5,380 101 957 1,346 73 (257) 6,726 70 045 NA
Total of 14 FHCs 363,809 30.0 157,292 101.8 5258 53,924 60.4 8.7) 211,205 894
Life insurance-centered FHCs 128,479 25.1 78,852 4106 NA. 32,642 106.1 40 111,483 258.2
Banking-centered FHCs 206,764 340 68,578 222 852 18,124 175 (23 3) 86,701 210
Brokerage-centered FHCs 28,566 256 9,862 546 186.7 3,158 344 (22 4) 13,021 492

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, China Development (2883 TT, NT$14, NR), and Shin Kong; bank-centric FHCs are Hua Nan (2880 TT, NT$23.15, NR), E. Sun, Mega, SinoPac (2890
TT, NT$21.7, NR), CTBC (2891 TT, NT$31.85, OF), first (2892 TT, NT$27.5, N), and Taiwan Cooperative (5880 TT, NT$26.2, NR); securities-centric FHCs are Yuanta, and IBF (2889 TT, NT$13.95, NR)
Source: Bloomberg, Company data, KGI Research

Figure 2: In April, life insurance earnings rose 4% MoM on lower hedging costs due to NT-dollar depreciation of 1.7% in April
offsetting lower capital gains on stocks/funds

NT$mn 2023 1Q24 Apr-24 Jan-Apr 24

FHC ticker  Subsidiary name Earnings YoY (%) EPS (NTS)| Earnings YoY (%) QoQ(%)| Earnings YoY (%) MoM (%) Earnings YoY (%) EPS (NT$)
2881TT Fubon Life 36,091 44.9) 3.27 17,450 140.7 NA. 9,090 76.2 122.2 26,520 1137 239
2882 TT Cathay Life 16,343 (51.5) 256 24,740 NA. NA. 10,400 2636 (16.8) 35,140 6,657.7 5.68
2885 TT Yuanta Life 2,019 46.7 0.85 994 2,212.2 NA. 689 56.6 451 1,683 2484 0.71

288711 Taishin Life 251 82.0) 027 810  4,0496 NA 150 1143 (21.1) 970 9778 097
2888 1T Shin Kong Life (17,193) NA (2.33) 413 NA. NA 2,787 2839 (3.9 3,200 NA. 042
2891 1T Taiwan Life 12,383 N.A 1.99 7,655 NA. NA. 2,224 250.2 (19.4) 9,879 NA. 1.59
5880 TT Taiwan Cooperative Life 1,254 84 182 297 (10) 80 63 (222 16 361 (52) 052
2883 11 KGI Life 10,178 22.7) 206 5150  1,5039 NA. 1,896 1,1000 11.2) 7,045 1,370.8 143
5874 1T Nan Shan Life 22,110 (29.9 160 13,480  2,6885 NA. 6,072 678 (14.5) 19,552 3766 14

Total of 9 life insurers 83,436 402) 70,989 NA. NA. 33,371 1427 36 104,350 1,264 4

Source: Company data, KGI Research

Figure 3: April P&C earnings down 48% MoM on lower investment income; Fubon P&C booked claims of NT$380mn for the
Hualian earthquake on April 3

NT$mn 2023 1Q24 Apr-24 Jan-Apr 24

FHC ticker Subsidiary name Earnings YoY (%) EPS (NT$)|Earnings YoY (%) QoQ (%)| Earnings YoY (%) MoM (%) Earnings YoY (%) EPS (NT$)
2880 TT Hua Nan P&C 916 100.1 458 399 1235 56.4 182 193.5 (15.7) 581 1411 290
288117 Fubon P&C -2,230 NA (217) 1,340 NA. 6442 260 (316) (435) 1,600 NA 109
2882 1T Cathay P&C 1,246 NA. 6.64 870 N.A. 216.6 90 (57.1) (71.9) 960 N.A. 481
2886 TT Mega P&C -1,467 NA. (2.90) 166 N.A. 113.2 16 (66.7) (76.1) 182 N.A. 0.34
Total of 4 P&C -1,536 NA. 2,775 NA. 2522 548 (21.7) (48.4) 3323 28937

Source: Company data, KGl Research
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Figure 4: April bank net profit fell 14% MoM on lower investment income, despite fee income and interest income rebound, up
13% YoY

NT$mn 2023 1Q24 Apr-24 Jan-Apr 24

FHC ticker  Subsidiary name Earnings YoY (%) EPS (NTS)| Earnings YoY (%) QoQ(%)| Earnings YoY (%) MoM (%) Earnings YoY (%) EPS (NT$)
2880 1T Hua Nan Bank 20,051 19.9 205 5,046 82 143 1,592 23 (9.6) 6,638 18 068
288111 Taipei Fubon Bank 24,648 81 1.72 8,160 18.1 93.0 2,550 335 6.7 10,710 240 0.75
288211 Cathay United Bank 28,805 126 265] 10420 143 199.7 3,050 74 (7.6) 13,470 12.2 1.23
2883 1T KGI Bank 5,395 (10.1) 1.17 1,469 43) 272 552 104 208 2,021 07 044
2884 1T E Sun Bank 19,563 321 1.72 5,643 26 0.3 1,613 10.3 (5.2) 7,256 43 062
2885 TT Yuanta Bank 8,657 18.8 1.17 2,633 224 118.4 959 16.5 233 3,593 20.8 0.49
2886 TT Mega Bank 31,025 283 3.63 9,888 (5.9) 80.3 2,409 (14.9) (26.5) 12,297 (7.8) 1.44
288711 Taishin Bank 14,908 224 161 4,420 3.1 57.3 1,370 202 30 5,790 b6 061
2888 1T Shin Kong Bank 6,791 (1.0) 1.36 1,677 128 6.5 502 (4.6) 21.9) 2,179 82 044
2890 1T Sinopac Bank 16,066 9.2 1.68 5,234 334 55.2 1,355 (3.8) (22.7) 6,588 24.0 0.68
2891 1T CTBC Bank 41,333 113 279 12113 6.6 259 2,637 (3.5 (42.9) 14,750 46 1.00
2892 1T First Bank 21,526 59 21 6,493 217 850 2,038 127 (2.1) 8,531 50 0.84
5880 TT Taiwan Cooperative Bank 16,303 (14.6) 1.48 4,945 6.2 86.6 1,303 139 21.4) 6,248 77 0.57
2801 1T Chang Hwa Bank 12,982 18.3 1.20 4,511 30.7 643 1,604 79 (1.4) 5,119 99 047
2809 TT King's Town Bank 6,207 180.8 5.59 2,019 140.2 18.1 360 11 (46.6) 2,379 98.8 214
5876 TT SCSB 14,660 (19) NA 4,289 0.7 NA 1,443 NA (3.6) 5,732 NA 1.18
Total of 16 banks 288,921 122 88,960 99 66.1 25,337 125 (14.2) 113,301 143

Source: Company data, KGl Research

Figure 5: April securities net profit fell 38% MoM on lower brokerage fee income (average daily Taiex turnover down 8% MoM
to NT$554.2bn) & investment income (Taiex volatility)

NT$mn 2023 1Q24 Apr-24 Jan-Apr 24

FHC ticker Subsidiary name Earnings YoY (%) EPS (NTS)|Earnings YoY (%) QoQ(%)| Earnings YoY (%) MoM (%)| Earnings YoY (%) EPS (NT$)
2880 TT Hua Nan Securities 1,506 36.1 230 489 1225 474 154 3278 (353) 644 1516 098
288111 Fubon Securities 6,960 153.7 433 2,350 53.2 50.2 770 102.6 (17.2) 3,110 54.0 191
2882 TT Cathay Securities 2,112 499 274 910 95.0 713 270 1455 (27.0) 1,180 103.4 153
288311 KGl Securities 7,344 102.4 395 2,897 53.1 483 564 473 (31.1) 3,462 522 1.90
288411 E.Sun Securities 1,289 283 322 465 626 (63.9) 174 1486 (13.0) 638 797 1.59
2885 TT Yuanta Securities 13,793 14.5 2.09 4,478 47.4 63.0 1,232 36.1 (36.2) 5,710 448 0.87
2886 TT Mega Securities 2,003 2320 173 887 90.6 137.2 103 (41.8) (48.5) 990 54.0 0.85
2887 1 Taishin Securities 1,545 196.4 223 650 51.2 498 310 7,650.0 33 950 1209 138
2888 TT MasterLink Securities 2,499 589.8 1.55 1,003 303 96.7 130 1708 (69.9) 1,132 384 0.70
2890 TT SinoPac Securities 3,836 142.4 236 1,528 89.8 96.1 274 16.6 (55.9) 1,802 73.6 1
289211 First Securities 978 1425 1.59 313 (5.4) 1134 72 10.8 (54.7) 385 (2.5) 063
2855 TT President Securities 2,879 2947 198 1,726 2712 3029 170 1469 (74.3) 1,896 260.1 1.30
5880 TT Taiwan Cooperative Securities 202 (29.5) 039 149 2634 (26.3) 3 (57.1) (94.9) 151 2146 0.29
6005 1T Capital Securities 4,132 3918 1.90 1,461 317 70.0 399 85.4 (22.8) 1,860 304 0.78
Total of 15 brokerages 51,076 873 19,306 63.0 589 4,625 7.0 (378 23,910 62.1

Source: Company data, KGI Research

Figure 6: Yulon Finance’s April earnings posted NT$410mn, down 12% MoM and 24% YoY on lower revenue; Hotai Finance sales
growth dropped 0.5% MoM in April, & earnings fell 6.6% YoY in 1Q24 on higher credit costs; Chailease’s (5871 TT, NT$153, OP)
April earnings in April declined 1.1% MoM on lower credit cost

NT$rn 2023 1Q24 Apr-24 Jan-Apr 24 2024F
FHC ticker Subsidiary name Sales YoY (%) Sales YoY (%) QoQ (%) Sales YoY (%) MoM (%) Sales YoY (%) Achieved (%)
587117 Chailease 97,526 12.6 2501 8.1 0.2) 8,533 85 2.5) 33,544 8.2 304
9941 1T Yulon Finance 41,489 135 10,395 63 27) 3,469 48 (16) 13,863 59 315
6592 1T Hotai Finance 28,660 258 1,784 186 15 2,592 158 05) 10,376 179 317
NT$mn 2023 1Q24 Apr-24 Jan-Apr 24 2024F
FHC ticker Subsidiary name Earnings YoY (%) EPS (NTS)|Earnings YoY (%) QoQ(%)| Earnings YoY (%) MoM (%)| Earnings YoY (%) EPS (NTS)| Achieved (%)
5871 1T Chailease 25,034 (8.0) 15.15 5,815 (15.6) 14 1,973 (10.8) (11) 7,789 (14.4) 48 271
9941 1T Yulon Finance 6,275 8.1 11.07 1,301 (27.5) 21.2 an (23.5) (1.9 1.716 (26.4) 299 25.2
6592 1T Hotai Finance 3,690 13.0 641 840 66) ®5)

Source: Company data, KGI Research
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Figure 7: Consensus total Fed rate cuts of 50bps in 2024, which should start in
3Q24F, versus rate cuts of 75bps implied by March dot plot
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Source: Bloomberg, KGI Research

Figure 8: Consensus Fed cuts delayed, with higher rates for longer due to recent
robust economic data; 10-year yield back to 4.4-4.6%
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Figure 9: In May, BBB-grade US-dollar corporate bond yield at 5.4%; life insurers
& banks can continue to buy higher-yield overseas bonds & awaiting rate cuts in

2H24
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Figure 10: CS costs now down to 4.1%; first Fed cut delayed to 2H24F; 2Q24F CS
costs will stay at 4%-4.2%

Spread of US Fed funds rate and Taiwan rediscount rate, percent (LHS); CS and NDF hedge costs,
percent (RHS)
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Source: Bloomberg, KGI Research

Figure 11: Despite lower hedging costs in 1Q24, most life insurers will maintain
hedging costs of 1.0-1.5% in 2024F due to delays in US rate cuts, vs. 1.05% in
2023

NT-dollar month-end closing, NT$ (LHS); hedge costs of life insurers Cathay Life, Fubon Life, Taiwan
Life, and Shin Kong Life, percent (RHS)

335 1.0%
325 0.3%
315 -0.4%
30.5 -1.1%
295 -1.8%
285 -2.5%
275 -3.2%
Mar-16  Mar-17  Mar-18 Mar-19 Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
USD/TWD Lifer hedging cost Cathay Life
----- Fubon Life Taiwan Life —— ShihKong Life

Source: FSC; Company data; KGI Research

Figure 12: In 1Q24, life insurance premiums up 3% YoY, but claim payments still
higher than premium income, indicating continued policy cancellations amid high
interest rates

Premium income and claim payments, NT$bn
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Source: Financial Supervisory Commission; Company data; KGI Research
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Figure 13: YTD, Taiwan investment firms’ AUM rose NT$0.6tn to NT$10.4tn, &
offshore funds edged up NT$0.14tn

Taiwan investment trust firms’ AUM and offshore funds, NT$bn
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Figure 14: Since February, ETF & stock fund growth has been Figure 15: February ETF growth mainly from bond ETF &
highest among public equities, up a respective NT$320bn & domestic stock ETF, up a respective NT$180bn & NT$120bn,
NT$61bn with stock ETF in uptrend, reflecting popularity of high
monthly & quarterly dividend fund
Public fund issuance by Taiwanese investment trust firms, NT$bn ETF issuance by Taiwanese investment trust firms, NT$bn
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Source: SITCA; KGI Research Source: SITCA: KGI Research
Figure 16: 1Q24 bank NIM mixed bag so far, but E.Sun FHC & Taishin FHC expect 2024 NIM to flatten or rebound slightly
Percent (%) 2017 2018,  2Q19 2020 2021 2022 1Q23 2Q23] 3Q23] 4Q23 4Q23inc.FX] QoQ YoY| 1Q24 1Q24inc. FX; QoQ YoY| 2024F Forecast
280917 KTB 1.96 1.86 1.72 191 1.83 1.60 1.53 1.58 159 1.59 - 0.01) NIM rebounds
289111 CIBC 149 1.54 1.50 1.40 143 1.63 1.55 148 147 147 1.71 - 0.16) 1.63-1.66 (inc. FX)
288211 Cathay 1.22 1.22 1.22 1.17 1.22 1.46 140 1.37 1.36 1.40 156§ 004 (0.06) 138
5876 TT SCSB 1.15 117 113 0.93 092 1.23 1.36 1.40 1.41 137 (004 014 1.32 (0,05 (0.04 Flat
2884 TT ESun 134 1.36 1.36 1.22 1.18 1.26 1.30 1.30 1.30 131 0.01 0.05 130 (0.01) - 131-1.33
288711 Taishin 135 1.30 123 1.12 1.14 130 1.21 1.20 124 1.20 1.26 1 (0.04) (0.10) 124 004 003 1.22-1.23
288111 Fubon 1.00 1.02 1.10 1.08 1.04 1.04 1.05 1.13 1.19 1.17 1341 (0.02) 013 Increases 5bps
2890 TT Sinopac 1.09 1.07 096 1.03 1.06 1.20 1.02 1.00 0.98 1.18 1241 020  (0.02) Flat or skightly up (inc_ FX)
2886 TT Mega 1.12 1.15 1.10 0.85 081 1.03 1.03 1.02 094 0.95 0.01 0.08)] 0.95-1 NIM rebounds
2885TT Yuanta 122 1.25 123 1.03 0.94 0.90 0.88 0.89 0.92 0.86 (0.06) (0. 04)| Flat or slightly down
289211 First 1.26 1.18 1.06 1.00 1.01 0.99 0.77 0.76 0.76 0.76 1.15 - 0 B)| 1.10 {inc FX)
2880 1T Hua Nan 1.01 0.93 092 083 083 0.89 0.85 0.74 071 071 - 0.1 B)l Steady
Avg 1.27 1.24 1.21 1.13 1.12 1.20 1.24 1.20 1.16 1.16

Source: Company data; KGI Research
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Figure 17: March average non-performing loan (NPL) ratio still at 0.16%; Mega Bank & SCSB’s NPL ratios relatively high, despite
write-offs, with provisions increased

Mar-24 Mar-24 Mar-24
F.HCIBank Bank NPL ratio YoY YID MoM NPL Yo YID  MoM Cov?rage YoY YTD MoM
ticker (%) (ppts)  (ppts) (ppts)| (NTSmn) ratio (%)  (ppts)  (ppts)  (ppts)
2834 TT Taiwan Business Bank 0.16 0.02 (0.02) 000 2,385 429 (334) (74) 8299 (46.4) 109.0 35.1
2801 TT Chang Hwa Bank 017 0.01) (001) 000 3,164 63 (25) 8) 7241 30.2 30.7 83
288617 Mega Bank 030 007 013 003 6,683 2022 3047 901 5387 (1397 (4463) (99 J)
5880 TT Taiwan Cooperative Bank 0.19 (0.01) 0.01 0.00 5319 (224) 194 (57) 6140 56.3 (23.1) 40
2892 1T First Bank 0.18 0.00 0.01 0.00 4,426 249 327 5 742.1 11.0 (84.8) (12.7)
783111 Taipel Fubon Bank 011 003 (o1 {001 7475 63 67) on| 1437 2127 727 606
2888 TT Shin Kong Bank 0.12 0.00 0.00 0.00 982 4 40 11 1,096.2 (18.9) (10.9) 6.3)
2834 T E.Sun Bank 0.16 (0.01) 0.00 0.00 3,276 (22) (41 (76) 171.0 75.1 17.6 17.8
2880 TT Hua Nan Bank 0.16 0.01 0.01 0.01 3,588 414 178 169 8253 (45.3) (21.0) (30.1)
5876 1T SCSB 0.56 039 0.39 0.01 4,896 3457 3,436 90 238.0 (634.9) (703.9) (3.1)
289111 CTBC Bank 0.18 0.03 0.02 0.01 5,077 1,240 735 124 682.8 (140.7) (100.1) (19.4)
2885 1T Yuanta Bank 0.04 0.01 0.01 0.00 428 164 96 (46) 3,320.2  (1,819.3) (909.2) 349.7
2890 1T Bank Sinopac 0.15 0.05 0.06 0.06 2,216 800 902 828 870.5 (354.4) (549.0) (503.6)
2887 1T Taishin Bank 0.10 (0.01)  (0.02) 000 1,726 82 (48) 75 1,247.8 64.3 88.0 (31.6)
2882 1T Cathay United Bank 0.11 0.04 0.00  (0.01) 2,629 1,097 110 (120) 1,457.1 (719.4) 40 80.8
2809 TT King's Town Bank 0.02 0.00 0.00 0.00 51 6 3 3 6,516.7  (1,7028) (1,054.6) (398.9)
Bank industry 016 001002 000] 65062 8187 10120 _ 1.89% 8256 (541) (1432 (224)
Source: TEJ; KGI Research
Figure 18: 2023F cash dividend yield of 3.9% for our coverage universe
2024/5/10
- e 2Q18-2Q23 12023 Cash DPS 2023F Cashi 2023 Stock
Cash dividend yield (%) 2Q23 Average Shale&';;? (NTS) dividends yield DPS (NTS)
2891 CTBC FHC 42% A47% 3745 180 48% 0.00
2884 ESun FHC 07% 23% 2850 120 42% 020
2882 Cathay FHC 21% 43% 5550 200 36% 0.00
2886 Mega FHC 34% 48% 4095 150 37% 030
2881 Fubon FHC 25% 43% 7180 250 35% 0.50
2885 Yuanta FHC 35% 45% 32.10 1.10 34% 0.20
2892 First FHC 29% 40% 2790 085 3.0% 030
2887 Taishin FHC* 28% 36% 18.80 0.60 32% 040
2809 King's Town Bank 31% 44% 59.80 300 50% 0.00
5876 Shanghai Commerdial & Saving Bank 3.9% 3.9% 46.90 1.80 3.8% 0.00
Average FHCs under KGI coverage stocks 28% 41% 37%
Average finanicals under KGI coverage stocks 29% 41% 38%
2880 HuaNan FHC 27% 26% 26.25 120 46% 0.10
2883 China Development FHC 0.0% 43% 1415 050 35% 0.00
2888 Shin Kong FHC 00% 30% 9.07 0.00 0.0% 0.00
2889 IBFFHC 00% 40% 15.60 073 47% 025
2890 SinoPac FHC 35% 48% 2295 075 33% 025
5880 Taiwan Cooperative FHC 18% 36% 26.60 065 24% 035
Average other FHCs 1.3% 3.7% 3.1%
2812 Taichung Commercial Bank 20% 25% 18.05 0.40 22% 056
2834 Taiwan Business Bank 07% 16% 17.10 020 12% 1.15
2836 Bank of Kachsiung 00% 16% 1175 030 26% 030
2838 Union Bank Of Taiwan 06% 11% 15.65 0.20 13% 070
2845 Far Eastern Intemational Bank 36% 38% 15.60 051 33% 051
2843 Entie Commercial Bank 26% 47% 1430 038 27% 0.00
2897 O-Bank 3.7% 3.2% 10.15 0.45 44% 0.00
Average other banks stocks 1.9% 2.6% 25%
2855 President Securities 23% 63% 2655 132 50% 000
6005 Capital Securities 28% 57% 2480 133 54% 0.00
Average securities stocks 2.5% 6.0% 5.2%

Source: Company data, KGI Research
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Figure 19: Breakdown of FHC & bank share valuations

) Market | Share PB PE ROE Net Net profit growth £ps EPS BVPs Cash Cash | Cash dividend

Company Code Rating cap price ® ) %) profit ) TS growth (NTS) yield dividend growth

(NT$ mn) (%) (%) (NT$) (%)

(US$ mn) (LCY) 2023A  2024F| 2023A  2024F| 2023A 2024F| 2023A 2024F 2023A 2024F] 2023A  2024F| 2023A 2024F] 2023A 2024F| 2023A 2024F| 2023A 2024F| 2023A 2024F
CTBC FHC 289177 Outperform 23,053 3745 17 150 133 116 149 141 56,081 63,405 793 131 282 324 766 148 2195 2502 48 37 180 1401 800 (22.2)
E.SunFHC 288417 Outperform 14,005 28.50 1.89 170 202 188 10.0 85 21,726 23,751 319 83 1.41 152 277 15 15.08 16.81 42 39 1.20 1.10] 500.0 (8.3)
First FHC 2892 T Neutral 11,821 27.90 1.53 139 16.9 16.6 9.5 83 22,461 22,887 9.1 1.9 1.65 1.68 59 19 18.24 20.08 30 32 0.85  0.90] 6.2 5.9
Mega FHC 2886 TT Neutral 18,501 4095 17 158 173 176 105 g4 33,247 32,953 813 09) 237 232 80.2 (o) 2390 2599 37 42 150 170 210 133
Taishin FHC 2887 1 Neutral 7,359 18.80 137 1.23 18.6 139 8.9 84 14,602 16,844 (1.8) 15.4 1.01 135| (18.6) 337 13.72 15.07 32 32 0.60 060 176 0.1
Bank FHC peer average 164 148 173 15.7 108 10.2 29,624 31,968 46.9 7.9 343 11.2 38 3.6 125.0 2.2)
Fubon FHC 288177 Outperform 29,316 7180 131 107 15.0 100 nz 19 66,017 93,812 407 421 480 2 268 50.2 5491 67.08 35 35 250 250] 667 00
Cathay FHC 2882711 Qutperform 25,541 35.50 1.14 1.02 17.1 10.2 13.2 115 50,929 80,058 363 57.2 3.24 5.48 272 68.4 48.64 54.23 36 36 2.00 200 1222 0.0
Insurance FHC peer average 122 1.05 16.0 10.1 122 11.7 58,473 86,935 388 48.7 27.0 59.3, 35 35 944 0.0
Yuanta FHC 2885 1T Outperform 12,778 32.10 142 126 153 13.1 98 102 26,566 31,135 238 17.2 209 2.45 220 17.2 22.62 25.57 34 39 1.10 1250 375 136
Securities FHC peer average 142 1.26 15.3 13.1 9.8 10.2 26,566 31,135 23.8 17.2 22.0 17.2 34 3.9 375 13.6
sCs8 5876 TT Neutral 7153 46.90 124 m 155 19 106 Lk 14,660 19,143 (1.9) 306 302 394 (1.7) 304 37.80 4227 38 45 180 2.10] (0.0) 164
King's Town Bank 2809 TT Qutperform 2,085 59.80 133 1.19 10.7 10.6 134 118 6,207 6,243 180.8 06 5.59 562| 180.8 06 45.10 50.07 5.0 5.0 3.00 300] 1727 0.0
Taiwan finandials peer average 146 1.31 16.0 13.4 11.2 10.6 31,250 39,023 39.7 24.9 42.7 22.3, 3.8 3.9 125.0 (2.2)
Yulon Finance 9941 7T Neutral 2,494} 14500 258 208 131 121 21 196 6,275 6,810 81 85 1107 1200 (8.2) 84 56.13 6967 42 45 6.10 6.50] a9 66
Hotai Finance 6592 1T Neutral 2,017) 11350 210 213 177 174 146 146 3,690 4,124 18 ns 641 6.51 (8.9} 16 54.16 5335 26 31 300 350] (143) 167
Chailease 5871 1T Outperform 7,750 153.00 175 147 10.1 84 18.9 187 25,034 28,723 (8.0) 147 1515 18.14 (13.7) 19.8 8725 10385 432 47 6.50 7.20) 16 10.8
Taiwan leasing peer average 214 1.89 136 127 182 17.7 11,666 13,219] 06 11.7 (10.3) 99 37 41 13) N3

Source: Bloomberg,; KGI Research

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
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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.
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