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1Q24 earnings grew; P&C loss depends on court verdict       

..    Event 

1Q24 net profit grew 7% YoY to NT$11.49bn on securities, P&C and bills businesses. 

Impact 

1Q24 earnings driven by non-banking profit. Mega FHC posted net profit of NT$11.49bn 
in 1Q24, up 6.6% YoY and 85% QoQ, beating our forecast by 10%. The primary drivers were 
securities earnings growth of 90% YoY, P&C earnings of NT$160mn, and bills earnings 
growth of 27% from higher capital gains on bonds, which offset a bank earnings 
contraction of 5.9% YoY, from pre-provision earnings declining by 1.7% YoY and an 
increase of NT$700mn in bad debt provisions. 

1Q24 bank NIM widens. Mega Bank’s NIM widened 5bps QoQ to 1% in 1Q24, and net 
interest income (NII) rose by 3.4% QoQ, the second quarter of increases, as the NT dollar, 
US dollar and other FCY NIM rose by a respective 2, 13 and 10bps on controls over foreign-
currency funding costs, and higher CASA and loan-to-deposit ratios, QoQ. Loans grew 7.3% 
YoY in 1Q24, the fastest growth since 2021, due to corporate loan demand in a recovering 
economy and a new youth mortgage loan program. In 1Q24, investment income shrank 
by around NT$1.5bn, as stock capital gains fell NT$1bn and FX swap gains dropped by 
approximately NT$300mn. One-off fee income of NT$1bn was realized from a syndicated 
loan to Taiwan High Speed Rail, and coupled with wealth management fee income growth 
of 42%, caused fee income to grow by 82% YoY in 1Q24. While the NPL ratio rose to 0.3% 
in 1Q24 on overseas property NPL, which already set at a 50% provision, management 
expects the NPL ratio will return to normal after collateral is sold. 

Positive guidance for 2H24F NIM & fee income. Management guides 2024F NIM to be 
higher than the 0.99% in 2023. While FX swap gains will decline in 2024F, loan growth will 
return to the mid-single digits in 2024, prompting a higher loan to deposit ratio and NII 
growth. The company is positive on the wealth management business, expecting it to fuel 
fee income. As negotiations between the P&C unit and reinsurer Hannover Re (DE) have 
not reached any concrete conclusion, the unit has pressed charges against the reinsurer. 
Whether an additional allowance for losses needs to be earmarked will depend on court 
verdicts or arbitration results. 

Valuation & Action 

Shares are at 1.4x 2024-25F BVPS. Mega Bank’s ongoing adjustments to deposit and loan 
structures will help boost NIM in 2024F. However, investment income is unlikely to grow 
and Covid reinsurance claims are uncertain. We therefore maintain Neutral on Mega FHC. 
Our target price is NT$37, based on 1.35x average 2024-25F BVPS. 

Risks 

Disappointing NIM and investment income; faster deterioration of asset quality. 
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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. 

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.  


