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Mega FHC (2886.TW/2886 TT)

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

FTSE4Good TIP Taiwan ESG Index stock
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Price as of May 29 (NT$)
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39.00
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Key message

1. 1Q24 earnings up 7% on securities, P&C

and bills segments.

2. 1024 NIM widened to 1%; 1Q24 fee
income soared 82% YoY due to one-off
fee income from syndicated loan to

Taiwan High Speed Rail.

3. 2024F eamings growth limited, albeit
higher NIM, due to lower investment

income.

Trading data

Mkt cap (NT$bn/US$mn) 562 /17,477
Outstanding shares (mn) 14,401
Foreign ownership (mn) 3,100
3M avg. daily trading (mn) 14.45
52-week trading range (NT$)  35.30-41.15
Performance 3M 6M 12M
Absolute (%) 0.8 -0.4 7]
Relative (%) -134  -251 -22.5
ESG score card
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Source: Refinitiv; KGI Securities
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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 NTS$1.5bn, as stock capital gains fell NTS1bn and FX swap gains dropped by
approximately NT$300mn. One-off fee income of NTS1bn 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 NIl
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.

Key financials and valuations

Dec-21A  Dec-22A Dec-23A  Dec-24F Dec-25F
Net revenue (NT$mn) 60,231 56,050 77,322 77,704 78,148
Provision charges (NT$mn) (1,969) (5,234) (6,776) (4,945) (4,315)
PPOP (NT$mn) 30,625 26,379 43,824 43,156 43,101
Net profit (NT$mn) 25,731 18,335 33,247 33,377 34,783
EPS (NT$) 1.89 1.32 2.34 2.32 2.42
BVPS (NT$) 2415 21.51 23.66 26.63 29.04
Cash DPS (NT$) 1.40 1.24 1.50 1.60 1.70
EPS growth (%) 2.9 (30.5) 78.1 (1.1 4.2
Net profit growth (%) 29 (28.7) 81.3 04 42
PE (x) 20.6 297 16.6 16.8 16.1
PB (x) 1.6 1.8 1.6 1.5 1.3
Dividend yield (%) 36 32 3.8 41 4.4
Return on average equity (%) 7.9 58 10.5 9.3 8.7
Return on average assets (%) 0.6 0.4 0.8 0.7 0.7
Source: Company data; KGI Research estimates
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Figure 1: 1Q24 earnings up 7% YoY on securities, P&C & bills businesses;
January-April YoY earnings growth slowed to 1%

2023 1Q24 Jan- Apr 24 Achieved of
NT$mn Earnings YoY (%)| Eamings YoY (%) QoQ (%) Earnings YoY (%) 2024 (%)
Mega FHC 33,247 813 11,490 6.6 8475 14,120 0.9 423
Mega Bank 31,025 283 9,888 (5.9) 80.35 12,297 (7.8) 413
Mega Securities 2,002 2319 887 904 137.24 990 54.0 459
Mega Bill 1,920 (36.8) 603 26.7 49.90 753 19.5 33.7
Mega P&C (1,467) NA. 166 N.A 113.06 182 NA NA

Source: Company data; KGI Research

Figure 2: Breakdown of 2024 & 2025 earnings forecasts

2024F 2025F
NT$rn Revision Previous Chg.(%)  YoY (%) KGI Forecast  YoY (%)
Mega FHC 33,377 32,953 13 04 34,783 42
Mega Bank 29741 29,462 09 @1 30,449 24
Mega Securities 2,158 2,268 (4.8) 78 2,276 55
Mega Bill 2,236 2,059 86 165 2,349 50
IMega P&C (35) 19 (285 3) N 496 N.M

Source: KGI Research

Figure 3: 1Q24 NIM up 5bps QoQ to 1% on higher NIM for NT dollar & FCY

NIM by currency, percent
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Figure 4: 1Q24 spread up 1bp QoQ to 1.46% on lower FCY funding costs
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Figure 5: 1Q24 loans grew at a faster YoY rate of 7.3% on higher corporate demand & youth mortgage loans

NT$hn 2016 2017 2018 2019 2020 2021 2022 2023 1Q24; weighting(%)
Corporate Loans 1,278 1,310 1,406 1,393 1,345 1,413 1,481 1,500 1,544 702
Large corporate loans 676 679 749 716 633 640 687 689 708 322
SME corporate loans 602 631 657 677 712 773 794 811 836 38.0
Government 55 56 43 62 59 62 60 97 93 472
Mortgage 301 308 328 345 405 472 444 444 452 206
Other personal loans 94 101 102 33 92 99 103 108 110 5.0
Total loans (quarterly end balance) 1,728 1,775 1,879 1,883 1,901 2,046 2,088 2,149 2,199 100.0
YoY (%) 2016 2017 2018 2019 2020 2021 2022 2023 1Q24 QoQ (%)
Corporate Loans (3.9) 25 73 (0.9) (3.4) 5.1 48 13 76 29
Large corporate loans (8.0) 04 103 (4.4) (11.6) 1.1 73 03 99 28
SME corporate loans 1.2 48 4.1 30 52 86 27 21 57 31
Government (83) 18 (23.2) 44 2 (4.8) 51 (3.2) 617 208 (4.1)
Mortgage 1.7 23 6.5 5.2 174 16.5 (5.9) 00 37 18
Other personal loans (1.1) 74 1.0 (18.6) 108 76 40 49 89 19
Total loans (quarterly end balance) (3.0) 2.7 5.9 0.2 1.0 7.6 2.1 2.9 7.3 2.3

Source: Company data; KGI Research

Figure 6: In 1Q24, NT-dollar QoQ loan growth quickened to 3.3% and the FCY loan QoQ contraction eased to 1%

NT$hn 2016 2017 2018 2019 2020 2021 2022 2023 1Q24; weighting(%)
NT dollar loans 1,089 1,124 1,169 1,174 1,268 1,420 1,467 1,534 1,584 733
US dollar loans 515 468 526 481 425 430 439 388 384 17.8
Other foreign currency loans 122 137 175 180 196 184 186 195 194 9.0
Total loans (quarterly average balance) 1,726 1,729 1,870 1,835 1,889 2,034 2,092 2,117 2,162 100.0
YoY (%) 2016 2017 2018 2019 2020 2021 2022 2023 1Q24 QoQ (%)
NT dollar loans 06 3.2 40 04 8.0 120 33 46 86 33
US dollar loans (7.2) 9.1) 12.4 (8.6) (11.6) 1.2 2.1 (11.6) (5.2) (1.0)
Other foreign currency loans (19.7) 123 277 29 89 6.1) 1.1 48 6.0 (0.5)
Total loans (quarterly average balance) (3.5) 0.2 8.2 (1.9) 2.9 7.7 2.9 1.2 5.6 21

Source: Company data; KGI Research

Figure 7: 1Q24 deposit growth rose YoY to 4.2%, with FCY term deposits down 0.9% QoQ; CASA ratio rose to 47.8%

NT$bn 2016 2017 2018 2019 2020 2021 2022 2023 1Q24 weighting(%)
NTD demand deposit 638 662 666 713 819 911 941 975 978 333
Foreign currency demand deposit 501 521 436 428 510 614 513 420 417 14.2
NTD time deposit 548 628 558 565 694 846 651 789 801 273
Foreign currency time deposit 468 560 637 732 571 575 720 745 /38 25.2
Total deposit 2,155 2,371 2,297 2,468 2,593 2,947 2,824 2,930 2,933 100.0
YoY (%) 2016 2017 2018 2019 2020 2021 2022 2023 1Q24 QoQ (%)
NTD demand deposit 55 38 06 71 149 112 33 36 77 03
Foreign currency demand deposit (1.2) 40 (16.3) (1.8) 19.2 204 (16.4) (18.1) (8.8) (0.7}
NTD time deposit (8) 15 (11) 1 23 219 (23.0) 212 12.8 15
Foreign currency time deposit (7.5) 19.7 138 149 (22.0) 07 252 35 (0.4) (0.9)
Total deposit (2.8) 10.0 (3.1) 7.4 5.1 13.7 (4.2) 3.8 4.2 0.1

Source: Company data; KGI Research

30 May 2024 3
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Figure 8: 1Q24 overall & US-dollar loan-to-deposit ratios up to 74.8% & 40.35%
Loan-to-deposit ratio, percent
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Source: Company data; KGI Research

Figure 9: 1Q24 YoY fee income growth rose to 82% on one-off fee income of
NT$1bn on loan to Taiwan HSR & wealth management fee income growth of 42%

NT$mn 2023  YoY (%) 1024 YoY (%) QoQ (%) Weighting (%)
Wealth Management 3,321 269 1,139 424 391 358
FX 1,057 1.3 261 32 (3.3) 82
Corporate loan 2,630 (3.0) 1,655 1924 150.0 52.0
Custodian 247 1.2 63 86 (3.1) 20
Credit card 158 97 48 21 600 15
Other 86 24 14 (36.4) (22.2) 04
Net fee income 7,499 9.6 3,180 82.1 70.6 100

Source: KGI Research

30 May 2024 4
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Figure 10: 1Q24 NPL ratio

Figure 11: 1Q24 bad debt coverage ratio
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Figure 12: NPL by region Figure 13: Mega Bank common equity ratio
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Figure 14: Tier-1 BIS capital ratio Figure 15: BIS capital ratio
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Figure 16: Mega FHC's CAR ratio Figure 17: Mega FHC's double leverage ratio
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Figure 18: Company profile

Figure 19: Organization chart

Mega FHC was formed in February 2002, with Chiao Tung FHC being
the predecessor. Total assets stood at NT$4.4tn as of March 2024. It
ranks fifth among the 15 Taiwanese FHCs, with businesses include
banking, insurance, securities and investment, and trust. In November
2006, subsidiaries Chiao Tung Bank and International Commercial
Bank of China were merged, with the resulting bank named Mega
Bank. The firm’s import/ export letters of credit businesses led
domestic banks as of 2023. Lending market share was 5.55% in
March 2024, the eighth highest among domestic peers. Mega Bank is
the domestic bank focused on corporate banking and foreign
exchange businesses.

Mega FHC

(2886 TT)

Mega Mega
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Securities

Source: KGI Research

Source: Company data; KGI Research

Figure 20: Net profits

Figure 21: EPS

Net profits, NT$mn
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Figure 22: ROAE

Figure 23: 1Q24 credit costs decreased to 19bps
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Figure 24: 1Q24 cost-to-income ratio at 36%

Figure 25: Mega FHC's 12M forward PB
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Figure 26: Overall ESG score

Figure 27: ESG score by category
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Figure 28: Energy use

Figure 29: Waste total
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Figure 30: Water use to revenue

Figure 31: Employee turnover
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Figure 32: Gender diversification

Figure 33: Employee training
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ESG chart definition

ltem Definition Remarks
Total direct and indirect energy consumption in gigajoules.

- the total amount of energy that has been consumed within the boundaries of the company’s operations

- total energy use = total direct energy consumption + indirect energy consumption

- purchased energy and produced energy are included in total energy use

- for utilities, transmission/ grid loss as part of its business activities is considered as total energy consumed

and data does not consider electricity produced to answer energy use (utility company produces to sell)

- for utilities, raw materials such as coal, gas or nuclear used in the production of energy are not considered

under ‘total energy use’

Energy use

Total primary renewable energy purchased in gigajoules.
- energy consumed by the company from various sources and among the purchased energy, how much energy
Renewable energy purchased is renewable in nature (solar, wind, hydro, biomass, geathermal) are in scope
- if there is no evidence that renewable energy is produced by the company, then we consider the reported
energy figure as renewable energy purchased
Renewable energy use ratio Renewable energy to total energy used
Scope 1 and 2 emissions fell 11.93% in
2020 from hase year 2017, achieving

group's target of 5% annual reduction
within five years from 2017 earlier than

Direct CO2 and CO2 equivalent emissions in metric tons

- direct emissions from sources that are owned or controlled by the company (scope 1 emissions)

- following gases are relevant: carbon dioxide (CO2), methane (CH4), nitrous oxide (N20), hydrofluorocarbons
(HFCS), perfluorinated compound (PFCS), sulfur hexafluoride (SF6), nitrogen trifluoride (NF3)

€02 equivalent emissions

planned.
Direct CO2 and CO2 equivalent emissions (metric tons) to sales (NT$Smn)
€02 equivalent emissions to - direct emissions from sources that are owned or controlled by the company (scope 1 emissions)
sales - following gases are relevant: carbon dioxide (CO2), methane (CH4), nitrous oxide (N20), hydrofluorocarbons
(HFCS), perfluorinated compound (PFCS), sulfur hexafluoride (SF6), nitrogen trifluoride (NF3)
Total amount of waste produced in metric tons.
- total waste = non-hazardous waste + hazardous waste
Waste total - only solid waste is taken into consideration, exceptionally if liquid waste is reported in metric tons, then we
do the summation to derive total including liquid waste
- for sectors like mining, oil & gas, waste generation like tailings, wiste rock, coal and fly ash are also
considered
The waste recycling ratio as reported by the company.
) . - waste recycling ratio = waste recycled/total waste* 100
Waste recycling ratio o ) .
- waste to energy or waste incinerated with energy recovery are considered as waste recycled
- waste recovered via composting is considered as recycled waste
Total water withdrawal in cubic meters. Little impact on the environment, as
- the total volume of water withdrawn from any water source that was either withdrawn directly by the water source mainly comes from daily
Water withdrawal total reporting organization or through intermediaries such as water utilities fe-use water. Target is saving water by

1% annually and implementing water
) management by buying equipment
considered certified as water-saving

- different sources of water like wells, town/utility/municipal water, river water, and surface water are

Total amount of environmental expenditures.
- all environmental investment & expenditures for environmental protection or to prevent, reduce, control
environmental aspects, impacts, and hazards. It also includes disposal, treatment, sanitation, and clean-up
expenditures
Percentage of employee turnover
- includes employees who left the company for any reason (voluntary or involuntary), such as resignations,
retirement, natural departure/death, medical incapacitation, redundancy, layoffs, restructuring, dismissal,
retrenchment or end of a fixed-term contract
Turnover of employees - employees turnover rate = (employees leaving/average number of employees)*100
- where the average number of employees = (employees at the end of the current year + employees at the end
of the previous year)/2
- employees at the end of the current fiscal year = employees at the end of the previous fiscal year + new
employees - employees leaving

Environmental expenditures

Percentage of women managers. Has long been paying attention to
- percentage of women managers among total managers of the company gender equality In 2020, women
Women managers - if there is a breakdown by category in percentage, such as top, senior, middle, and junior management, then Manages inceased by 18 YoY,

. . i 0
we consider the percentage of middle women managers accounting for 51% of total managers.

- percentage of women managers = number of women managers/total number of managers*100
Percentage of women employees
Women employees - percentage of women emplayees to the total number of employees of the company
- percentage of women employees = number of women/total number of employees* 100
Total training hours performed by all employees
- consider only employee training hours
Training hours total - includes all types of training given to general employees (such as health & safety, environmental, emergency
response, skills & career development training)
- if the value is given in days, multiply by 8, assuming that 1 day = 8 hours worked

Training hours per employee Training hours per employee per year

Source: Refinitiv; KGI Research
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Balance Sheet - Mega Bank
NTSmn Dec-21A Dec-22A Dec-23A Dec-24F Dec-25F
Gross Loans to Customers 2,067,693 2,111,263 2,169,519 2,338,687 2,476,826
Net Loans & Advances 30,338 31,822 36,177 40,090 43,472
Due from banks & call loans 443,742 416,666 554,415 559,959 565,558
Investments FVTPL, OCI and AC 1,107,968 1,021,839 1,076,287 1,087,050 1,097,920
Other Interest Eaming Assets 39,122 45,673 40,237 40,640 41,046
Cash and equivalents 133,744 109,396 133,880 135,218 136,571
Long-term equity investments 5,340 4,854 5,718 5,718 5,718
Property investments
Net Fixed Assets 15,386 15,437 15,804 15,804 15,804
Gther Non-Interest Earning Assets 246 n 424 428 433
Total Non-Interest Earning Assets 14,541 14,061 17,318 17,318 17,318
Total Assets 3,798,147 3,708,588 3,988,318 4,171,734 4,324,884
Due 1o banks and call loans from banks 416,790 412,540 619,740 637,862 724,193
Deposits from mutual loans accounts 2,971,732 2,849,503 2,857,119 2,989,058 3,008,209
Other Interest Bearing Liabilities 67,049 99,908 123,607 127,222 144,441
Total Interest-Bearing Liabilities 3,455,570 3,361,951 3,600,466 3,754,142 3,876,843
Reserve for operation
Gther Non-Interest Bearing Liabilities 43,47 56,680 56,632 56,632 56,632
Total Non-Interest Bearing Liabilities 43,471 56,680 56,632 56,632 56,632
Total Liabilities 3,499,041 3,418,631 3,657,098 3,810,774 3,933,475
Common Stocks 85,362 85,362 85,362 85,362 85,362
Retained earnings reserve 141,653 152,146 166,212 195,953 226,401
Capital Reserve 62,220 62,220 62,437 62,437 62,437
Other Reserves 9,872 (9,772) 17,208 17,208 17,208
shareholders® Funds 299,106 289,957 331,220 360,960 391,409
Minority interests
Preferred shareholders funds
Total Equity 299,106 289,957 331,220 360,960 391,400
Total Liabilities & Equity 3,798,147 3.708,588 3,988,318 4,171,734 4,324,884
Mega FHC Eaming Breakdown
NTSmn Dec21A Dec-22A Dec-23A Dec-24F Dec-25F
Mega Bank 18,457 24,181 31,025 29,741 30,449
Mega Securities 2,808 603 2,002 2,158 2,276
Mega Bill 3,278 3,040 1,920 2,236 2,349
Mega P&C 505 (9,524) (1,467) (35) 406
Mega FHC 25,731 18,335 33,247 33,377 34,783
Source: Company data; KGI Research estimates
Balance sheet
NT$Smn Dec-21A Dec-22A Dec-23A Dec-24F Dec-25F
Gross loans to customers 2,069,190 2,112,813 2170450 2339955 2478456
Met loans & advances 2,037,355 2,079,441 2,133,342 2,298597 2,433,404
Due from banks & call loans 441,542 441,782 552,415 747,375 690,978
FVTOClandAC 1,395,707 1,295875 1,407,531 1,457,980 1,517,180
Other interest earning assets - - - 0 (0)
Cash and equivalents 140,618 88,546 139,031 41,162 85,225
Long-term equity investments 5,449 4,938 5775 5,597 5597
Net fixed assets 21,671 21,780 22,045 21,986 21,986
Total intangible assets 1,017 1,319 1,410 1,443 1,502
QOther non-interest earning assets
Total non-interest earning assets 293,661 243,888 301,478 229,026 278,235
Total assets 4,168,265 4,060,987 4,394,765 4,732,977 4,919,797
Due to banks and call loans from banks 470,859 463,160 707,855 727,400 879,222
Deposits from mutual loans accounts 2,959,790 2,847,367 2,853,818 2986652 3,005,788
Other interest bearing liabilities 245,661 291,138 320,013 397,217 480,123
Total interest-bearing liabilities 3,676,309 3,601,664 3,881,687 4,111,269 4,365,132
Reserve for operation - - - - -
Qther non-interest bearing liabilities 163,557 159,514 177,268 238,261 136,434
Total non-interest bearing liabilities 163,557 159,514 177,268 238,261 136,434
Total liabilities 3,839,866 3,761,178 4,058,954 4,349,530 4,501,567
Common stocks 135,998 139,398 141,905 144,013 144,013
Proceeds - new issued - - - - -
Share capital 135,998 139,398 141,905 144,013 144,013
Retained earnings reserve 113,046 107,543 122,261 158,414 193,197
Capital and other reserves 79,354 52,869 71,645 81,020 81,020
Shareholders' funds 328,399 299,809 335811 383,447 418,230
Minority interests - - - -
Preferred shareholders funds - - - - -
Total equity 328,399 299,809 335,811 383,447 418,230
Total liabilities & equity 4,168,265 4,060,987 4,394,765 4,732,977 4,919,797
Key ratios
Dec-21A  Dec-22A Dec-23A Dec-24F Dec-25F
Growth
Net interest income growth 2.9% 16.1% (43%) 12.0% 83%
QOperating profit growth (3.4%) (13.9%) 66.1% (1.5%) (0.1%)
Net profit growth 29% (28.7%) 813% 04% 42%
EPS growth 2.9% (30.5%) 781% (1.1%) 42%
Profitability
Return on average assets 0.4% 08% 0.7% 0.7%
Return on average equity 58% 105% 93% 87%
Per share data
EPS (NT$) 1.89 132 234 232 242
BVPS (NT$) 2415 21.51 23.66 26.63 29.04
Cash DPS (NT$) 1.40 1.24 1.50 1.60 1.70

Source: Company data; KGI Research estimates

Mega FHC

Profit & Loss - Mega Bank

NTSmn Dec-21A Dec-22A Dec-23A Dec-24F Dec-25F
Interest Income 39,959 67,164 113,883 126,099 129,721
Interest Expense 9,685 30,307 76,423 86,401 87,540

Interest Net Revenue 30,274 36,857 37,460 39,698 42,181

Commissions & Fees 6,751 6,843 7,499 9,241 8,872

Trading Income 7,934 9,802 23,870 17,463 15,466

Other non-interest income 360 483 434 374 309

Non Interest Income 15,045 17,127 31,804 27,078 24,646

Total Operating Income 45,318 53,085 69,264 66,775 66,827
Operating Expenses 22,845 24,084 27,070 27,788 28,220

Operating Profit 22,373 29,901 42,193 38,987 38,608

Total Provision Charges 1,782 3,100 6,742 5,083 4,570

Pre-tax Profit 20,591 26,801 35,451 33,905 34,037
Current taxation 2,134 2,620 4,426 4,164 3,580

Ordinary Income 18,457 24,181 31,025 29,741 30,449

Consolidated net income 18,457 24,181 31,025 29,741 30,449
Minarities 1] [+] o [} 0

Net Profit 18,457 24,181 31,025 29,741 30,449
Dividends (12,804} (4,268} (21,511) (20,521) (21,010}

Retained eaming reserve 5,653 19,913 9,513 9,220 9,439

EPS 216 283 363 348 357

ROAE 6.22% 821% 9.99% 859% 8.09%

NPL Ratio 0.25% 0.16% 0.17% 0.16% 0.15%

Coverage Ratio 577% 84221% 98485% 1102% 1184%

Credit cost 0.09% 0.15% 032% 0.23% 0.19%

Cost-income Ratio 50.6% 446% 39.1% 416% 42 2%

NIM 0.82% 0.96% 0.99% 1.00% 1.02%

Loan to Deposit Ratio 0.0% 0.0% 0.0% 00% 00%

NIl Growth 1.6% 21.7% 1.6% 6.0% 6.3%

Fee Growth 2.6% 1.4% 9.6% 23.2% -4.0%

PPOP Growth -11.8% 33.6% 41.1% -76% -1.0%

Net Profit Growth 92% 31.0% 283% 41% 24%

Source: Company data; KGI Research estimates

Profit & loss

NT$mn Dec-21A Dec-22A Dec-23A Dec-24F Dec-25F
Interest income 42,797 69,936 117,568 131,816 136,496
Interest expense (10,328) (32,253) (81,506) (91,411) (92,724)

Net interest revenue 32,468 37,683 36,062 40,405 43,772
Commissions & fees [net] 12,037 10,335 11,364 13,402 13,009
Net insurance income 2,235 (5,811) (645) 2,458 2,704

Trading income 12,327 12,475 29,201 20,207 16,370
Other non-interest income 1,164 1,367 1,341 1,232 2,294

Non interest income 27,763 18,367 41,260 37,299 34,376

Net revenue 60,231 56,050 71322 77,704 78,148
Operating expenses (29,605) (29,671) (33,498) (34,548) (35,047)

Operating profit 30,625 26,379 43,824 43,156 43,101
Charge for bad debts (1,904) (2,877) (9,115) (5,178) (4,570)
Provision bad debts on credit card - - - -
Provision of insurance duty (65) (2.358) 2,339 232 256
Provision charges (1,969) (5,234) (6,776) (4,945) (4,315)

Pre-tax profit 28,656 21,144 37,048 38,211 38,786
Current taxation 2,925 (2,809) 3.801) (4,839) (4,003)

Ordinary income 25,731 18,335 33,247 33377 34,783

Consolidated net income 25,731 18,335 33,247 33,377 34,783
Minorities - - - - -

Net profit 25731 18,335 33,247 33,377 34,783
Dividends (19,040) (17,285) (21,602) (23,042) (24,482)

Retained earnings reserve 6,691 1,050 11,645 10,334 10,301

Normalised net profit 25731 18,335 33,247 33,377 34,783

Source: Company data; KGI Research estimates
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Mega FHC - Recommendation & target price history

—Price Close Date Rating Target  Price

20 20240319 Neutral 3800  40.20
- 2023-11-29  Neutral 3700  39.15
100 2023-09-06  Neutral 3500 3555
0 2023-05-19  Neutral 3400  36.00
2023-03-21  Neutral 3100 3220

e 2022-11-01  Neutral 2700 2975
70 2022-09-01  Outperform 39.00 3515
30 2022-06-01  Outperform 4250 3820
350 2022-04-14  Outperform 47,00 4310
Wospertom Wewra e rperform Restriced Hot Rrid 2021-12-09  Outperform 3850  35.30

May-23 Jul-23 Sep-23 Dec-23 Feb-24 Apr-24

Source: TEJ; 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.

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

Disclaimer

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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