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2013 Business overview 
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FYP of Regular-paid products grew 24% YoY; ranked No.1 by FYPE 

Overseas investment 45.4%; hedging cost 0.26%; investment performance 

improved 

Solid capital adequacy with RBC ratio above 250% 

 
Cathay United  

Bank 

 

 

Cathay Life 

 

 

Cathay SITE 

 

 

Cathay Century 

 

Market share increased to 13%, premium income grew by 9% YoY; 

maintained No.2 market position 

Expanded business development in China and Vietnam, premium income 

up by 96% and 75% YoY, respectively  

 

Cathay Securities 

 

Delivered mild loans growth with benign asset quality 

Fee income grew by 25% YoY 

Offshore earnings kept growing and its contribution to pre-tax profits 

increased to 42% 

Ranked No.1 in terms of AUM, which amounted to NT$424BN 

Continued to launch new products and broaden the business of individual & 

institutional clients 

Each business line performed steadily; market share and net income 

continued to improve  

The number of underwriting cases reached historically high 
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2014 Outlook  

Focus on regular-paid products, foreign currency denominated policies and 

investment linked policies to improve value for new business 

Continue to increase overseas investment and maintain stable hedging cost 

Recover NT$10BN special reserve of property unrealized gains 

Maintain steady loan growth momentum; increase LDR and NIM 

Increase fee income contribution 

Continue to grow offshore earnings and business coverage 

 
Cathay United  

Bank 
 

 
Cathay Life 

 

 
Cathay SITE 

 

 
Cathay Century 

 

 
Cathay Securities 

 

Enhance cross-selling synergy, channel capacity and service quality to  

improve profit and operation efficiency 

Continue to expand the network in China & Vietnam 

Diversify the product offering to increase AUM and broaden the 

business of individual & institutional clients 

Leverage group resources and diversify its product offering to expand the 

business and increase profit 
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Cathay FHC — Net income & EPS 

FY12 

Net income EPS 

FY13 FY12 FY13 

Note：(1) Figures were under IFRS principle; net income calculation included minority interest; EPS excluded minority interest. 

Cathay FHC

1.41 

2.50 

Cathay FHC

16.2 
29.0 

 79.4% 

(2) Cathay FHC FY13 EPS included the impact of - NT$ 0.44 from provision for FX fluctuation reserve and + NT$ 0.87 from  

      recovery of special reserve on property unrealized gains. 

(NT$BN) 

(NT$BN) (NT$) 

Net income of subsidiaries ROE 

CUB Life Cathay Century Cathay SITE Cathay Security

13.3 
14.6 

0.2 0.4 0.3 0.3 0.3 
2.5 

15.4 

0.2 

CUB Cathay  

Life 

Cathay  

Century 
Cathay 

SITE 
Cathay 

Securities 

FHC CUB Cathay Life Century SITE

10.9% 

6.9% 

10.8% 

2.0% 

6.4% 
8.1% 

13.8% 13.0% 13.4% 12.4% 

CUB Cathay  

Life 

Cathay 

Century 

Cathay 

SITE 

Cathay  

FHC 
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Book value (NT$BN)  

Cathay FHC — Book value & BVPS 

          (2)BVPS excluded minority interest and figures of FY12 & FY13 were calculated on pro-forma book value.      

222.5 217.7 

248.1 285.3 

FY10 FY11 FY12 FY13

BVPS (NT$) 

21.5 20.8 

21.4 24.3 

FY10 FY11 FY12 FY13

Impact to book value from fair value method 

on investment property 

Note: (1)Book value of FY12 & FY13 included minority interest and were the pro-forma book value after applying fair value    

          method on investment property. Details on page 37 for illustration.   

75.2 

94.3 

379.5 

323.3 

          (3)Totals may not sum due to rounding. 

6.6 
8.2 

32.5 

28.0 

Impact to BVPS from fair value method 

on investment property 
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Cathay United Bank — Loan & Deposit breakdown 

Deposit breakdown  

Time Deposit 

Demand Deposit (NT$BN) 

681.5 667.2

861.0 952.1 

FY12 FY13

1,542.5 
1,619.3 

55.8% 

44.2% 

58.8% 

41.2% 

Loan breakdown 

537.5 567.3

428.5 407.8 

34.5 51.6 
15.8 14.6

FY12 FY13

Other 

Consumer 
6.3% 

Other 

Consumer 
5.0% 

Mortgage 

    42.0% 

Corporate 

53.0% 

 2.7% 

Mortgage 

39.2% 

Corporate 

54.5% 

1,013.6 
1,041.3 

Corporate 

Mortgage 

Consumer 

Credit Card related (NT$BN) 



Cathay United Bank – Interest yields 

9 

Note: Credit card related loans are included in the calculation. 

1.61% 

1.77% 1.81% 

1.95% 1.95% 1.94% 1.96% 1.95% 1.96% 

1.51% 

1.70% 1.67% 1.67% 1.70% 
1.77% 1.81% 1.80% 1.79% 

1.07% 

1.18% 1.17% 
1.26% 1.26% 1.26% 1.27% 1.25% 1.26% 

FY10 1H11 FY11 1H12 FY12 1Q13 1H13 9M13 FY13

Avg. rate of interest-earning assets Interest spread Net interest margin



Cathay United Bank — SME & FX loans 
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SME loans  Foreign currency loans 

(NT$BN) (NT$BN) 

As % of total loans 

98.5 

106.5 107.3 107.6 

FY10 FY11 FY12 FY13

10.6% 10.3% 10.6% 10.9% 

96.4 

138.3 141.5 

165.4 

FY10 FY11 FY12 FY13

14.0% 15.9% 13.7% 10.7% 



Cathay United Bank – Offshore earnings 
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As % of CUB pre-tax profits Offshore earnings 

(NT$BN) 

22.7% 22.8%

36.8%

42.4%

FY10 FY11 FY12 FY13FY10 FY11 FY12 FY13

2.9 2.8 

3% 

5.3 

30% 

84% 

6.9 



Cathay United Bank – Fee income 
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Fee income breakdown 

(NT$BN) Others 

Cards related 

FX 

Wealth management 

Syndicated loans 

2.81 3.14 3.19 3.55

3.14 
3.31 

3.89

5.160.24 
0.26 

0.22

0.32

0.74 
0.44 

0.54

0.91

0.87 0.95
0.96

1.06

FY10 FY11 FY12 FY13

7.8 
8.1 

8.8 
9.0% 

3.4% 

11.0 

25.5% 
9.6% 

32.3% 

46.9% 

8.3% 

2.9% 



Cathay United Bank – Wealth management fee             
                                      breakdown  
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Fee income breakdown 

1,517 

15 

309 

1,294 
1,489 

28 

318 

1,465 

1,226 

226 
329 

2,106 2,038 

175 
394 

2,533 

1 2 3 4Mutual Funds Trust & Custody Insurance Structured Products 

& Securities 

FY12 FY13 FY11 FY10 

 (NT$MN) FY10 FY11 FY12 FY13 

Wealth Management Fee income 3,142 3,309 3,894 5,163 

YoY growth  52.4% 5.3% 17.7% 32.6% 

Revenue from DCI, SI & Others 60 71 141 1,159 

Note: Totals may not sum due to rounding. 

Note: Wealth management fee excludes revenue from DCI, SI and others. 

Wealth management fee excludes revenue from DCI, SI and others. 



Cathay United Bank – Credit quality 
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NPL & Coverage ratio  Gross provision 

0.06%    0.02% 

(NT$BN) 

0.34% 0.29%

FY12 FY13

386.5% 

477.5% 
4.1 

2.4 2.1 
1.8 

FY12 FY13

Gross provision 

Recovery 

NPL ratio 

Coverage ratio 

Mortgage 
NPL 
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Cathay Life – Total premium 

16 Note: Totals may not sum due to rounding. 

(NT$BN) 

Traditional life 

Health, accident and others 

Investment-linked (VUL) 

Investment-linked (non-VUL) 

Interest crediting annuity 

292.1 287.3 

366.1 
335.6 

73.5 79.4 

84.9 
87.5 30.3 29.1 

26.0 
23.3 

24.0
82.2 

70.5 
90.8 141.5 37.7 

13.8 10.8 

FY10 FY11 FY12 FY13

515.7 

561.4 548.0 561.4 

16.0% 

2.0% 

16.6% 

4.3% 

61.2% 

13.1% 

25.2% 

4.3% 

5.4% 

52.0% 



69.6 

52.8 

13.1 

9.9 

0.6 

0.6 

7.1 

9.1 

FY12 FY13

Cathay Life — FYP & FYPE  

17 

(NT$BN) 

FYP 

(NT$BN) 

FYPE 

91.8 

73.5 

-20.0% 

0.6 

13.5% 

71.8% 

0.8% 

14.3% 

1.5% 

75.8% 

7.7% 
0.7% 

1.5% 
12.4% 

0.6 

1.1 

1.4 

66.5 
82.6 

102.4 

13.1 

9.9 

70.5 

90.6 

13.8 

10.8 

FY12 FY13

0.9 

4.9% 

5.4% 

26.4% 

-25.0% 267.2 

200.4 

41.2% 

5.2% 

38.3% 

0.3% 

1.2 

24.9% 

45.2% 

0.6% 

2.6% 

4.9% 

5.3 

Traditional life – single paid 

Health, accident and others 

Investment-linked (VUL) 

Investment-linked (non-VUL) 

Interest crediting annuity 

Traditional life – regular paid 

Health, accident and others 

Investment-linked (VUL) 

Investment-linked (non-VUL) 

Interest crediting annuity 

Traditional life 

Note: Totals may not sum due to rounding. 



Cathay Life– Regular paid policies improve 
margin and VNB 
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Breakdown of Traditional FYP VNB 

     Traditional life -  3 year and above regular paid 

 

Traditional life -  2 year regular paid 

Traditional life – single paid 

42.2 44.0 
50.0 51.4 

FY10 FY11 FY12 FY13

(NT$BN) 

2.8% 

Profit Margin FY10 FY11 FY12 FY13 

VNB/FYP 13% 17% 19% 26% 

VNB/FYPE 54% 55% 54% 70% 

13.6% 
4.3% 

Note：2013 VNB is based on 2012 EV’s assumption. 2013 actual VNB number will be disclosed in first quarter analyst meeting. 

 

26.1%
38.8% 34.4%

51.1%
2.2%

1.7% 5.0%

42.8%

71.7%
59.5% 60.6%

6.1%

FY10 FY11 FY12 FY13



Cathay Life – Cost of liability 

19 

Note: The figures of cost of liability are reserve-based. 

Cost of liability (annual) Cost of liability 

4.78%

4.69%

4.63%
4.59%

4.54%

FY11 1H12 FY12 1H13 FY13

5.40%

5.07%

4.83%
4.78%

4.63%
4.54%

FY08 FY09 FY10 FY11 FY12 FY13



Cathay Life – Investment performance highlight 
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After-hedging investment yield 

Cash dividend 

Pre-hedging recurring yield  

(NT$BN) 

3.5%
3.3%

FY10 FY11 FY12 FY13

4.1% 
3.9% 3.5% 3.6% 3.6% 3.4%

FY10 FY11 FY12 FY13
Note: Pre-hedging recurring income doesn’t include capital gains 

but rental, interest revenue and cash dividend. 

FX policy 

 23% 

2013 Hedging cost 

0.26% 

51%     

Currency  

swap 
11% 

NDF  

21% Proxy 

& Open  

17%  

AFS  

FX Asset 

NT$ 1.66 TR 

FX risk 

exposure 

77%     

FX Asset FX risk exposure 

5.6 
7.2 

12.1 
13.7 

FY10 FY11 FY12 FY13



Cathay Life – Investment portfolio  

21 

(NT$BN) 4Q10 4Q11 4Q12 4Q13 

Total investments(1) 2,745.3 2.959.2 3,283.7 3,652.0 

  Weight  Weight Weight Amount Weight Amount 

Cash & Cash equivalents 12.9% 8.6% 8.2% 268.7 3.8% 138.4 

Equity- Domestic 7.3% 8.5% 8.1% 267.5 9.2% 337.3 

Equity- International 1.7% 4.0% 4.3% 141.7 5.1% 186.5 

Bond- Domestic 15.6% 16.4% 16.6% 544.7 15.0% 546.1 

Bond- International
(2) 

38.5% 38.6% 39.6% 1,299.9 40.3% 1472.5 

Mortgage & Secured loans 10.6% 10.2% 10.3% 337.3 12.6% 461.2 

Policy loans 7.0% 6.4% 5.5% 181.6 4.9% 177.9 

Real estate 5.0% 5.4% 5.6% 183.5 7.3% 265.4 

Others 1.5% 2.0% 1.8% 58.8 1.8% 66.7 

Note (1): Total assets excluded from separate account assets; totals may not sum due to rounding 

         (2): Includes foreign currency deposit and related adjustments 



Cathay Life – International bond investment highlight 
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Overseas Bond by Region Top 5 of European Exposure 

(NT$BN) 

FY10 FY11 FY12 FY13

1,056 
1,142 

1,300 
1,472 

21% 
24% 

31% 32% 

49% 46% 43% 

26% 
30% 30% 

25% 

43% 

Asia & others 

Europe 

USA 

Country 

As % of 

overseas 

bond 

investment 

As % of 

European 

bond 

investment 

UK 6.5 26.3 

Germany 5.3 21.6 

France 4.6 18.4 

Netherlands 3.6 14.7 

Switzerland 1.1 4.3 

Total 21.1 85.3 



Cathay Life – Book value & Unrealized G/L of     
                        AFS financial assets 

23 

Unrealized G/L of AFS 

financial assets (NT$BN)  

12.1 10.7 

24.9 
18.5 

FY10 FY11 FY12 FY13FY10 FY11 FY12 FY13

115.2 

138.2 147.3 

113.6 

Book value (NT$BN)  

Note: Book value of FY12 & FY13 included minority interest and were the pro-forma book value after applying fair value 

method on investment property. Details on page 37 for illustration.   

95.6 

124.0 

271.3 

233.8 

Impact to book value from fair value method 

on investment property 



Cathay Life —  Distribution channel 

24 

FYP FYPE 

76.8% 82.3%

15.8% 13.0%

7.2% 4.5%0.2% 0.2%

FY12 FY13

66.0%
77.8%

22.7%

15.6%

11.3% 6.5%0.1% 0.1%

FY12 FY13

Tied agents 

Bancassurance-CUB 

Bancassurance-external 

Others 

Tied agents 

Bancassurance-CUB 

Bancassurance-external 

Others 

Note: Totals may not sum due to rounding. 



Cathay Life – Operational indicators 
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Persistency ratio Expense ratio 

97.3%

91.8%

98.0%

91.8%

13 months 25 months

FY12 FY13

10.6% 11.5%

FY12 FY13
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Cathay Century 

27 

Distribution channel    Premium income 

62.1% 62.4%

37.6% 37.3%

0.3%0.3%

FY12 FY13

9.1
10.4

2.7

2.70.9

0.80.6
0.62.4
2.6

FY12 FY13

15.7 
17.1 8.7% 

15.2% 

17.2% 

15.3% 

5.7% 
15.8% 

4.7% 

60.8% 

3.5% 

58.0% 

3.8% 

12.7% 13.4% 

Others 
Cathay P&C agents 
Cathay group channel 

(NT$BN) 

Auto 

Fire 

Marine 

Engineering 

Others 

Mkt share 



Cathay Century – Distribution channel 
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59.8% 57.6%

33.9% 35.0%

FY12 FY13

53.8% 49.8%

28.8% 30.2%

FY12 FY13

Gross combined ratio Retained combined ratio 

 74.3%   76.1% 

93.7% 92.6% 82.6% 80.0% 

Gross expense ratio 
Gross loss ratio 

Retained expense ratio 
Retained loss ratio 

Retained ratio 



Cathay FHC in South East Asia 
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Thailand Vietnam 

Cambodia 

Singapore 

Malaysia 

Cathay United Bank 

Cathay Life 

Cathay Century 

Philippine 

 Cathay United Bank 

- Operate 36 footprints in Vietnam with solid  

operating and financial performance; maintained 

superior asset quality 

- Operate 16 footprints in Cambodia 

- Plans to apply a branch in Laos and representative 

offices in Indonesia and Myanmar 

 Cathay Life 
- Operate 6 footprints in Vietnam 

- 2013 net income reached NT$ 126MN 

 Cathay Century 
- 2013 total premium income increased by 75% YoY 

  China Vietnam Cambodia Hong Kong Singapore Malaysia 

Bank 2 36 16 1 1 1 

Life 31 6         

P&C 20 2         

Asset Mgt 1   1     



Cathay FHC in China 

30 

 Cathay United Bank 

- Minhang Sub-branch began operation in March. 

Shanghai Free-Trade Zone Sub-branch and 

Qingdao Branch are expected to open by middle 

of this year 

- Plan to apply Shenzhen branch and upgrade 

Shanghai branch into subsidiary 

 Cathay Life (China) 

- Agent productivity grew by 30% YoY in 2013 

- Enhanced client segmentation to improve 

underwriting quality  

 Cathay Century (China) 
- Strong premium income growth in 2013,  

      up by 96% YoY 

- Has set up 20 business footprints in 18 cities 

 JV with Conning (CCAM)  

- AUM amounted to USD$1.06BN in 2013 

 JV with China Development Bank 

Securities (CDBS Cathay Asset Management) 

- Began operation in Sep. 2013 

Fujian 

Beijing 
Liaoning 

Tianjin 

Shandong 

Jiangsu 

Guangdong 

Hong Kong 

Zhejiang 

Szechwan 
Hubei 

Cathay Century (China) 

Cathay United Bank 

Cathay Life (China) 

Cathay Conning Asset Management 

CDBS Cathay Asset Management Company 



Solid capital adequacy 

Cathay Life RBC(%) 

CUB Capital Adequacy (%) 

Cathay FHC CAR (%) 

31 

126.4
119.7

123.7
127.9

FY11 FY12 1H13 FY13

259.7  

234.3  

252.2  250.2  

FY11 FY12 1H13 FY13

Appendix 1) 

9.2 9.0 9.2 10.1 

2.6 3.4 3.9 3.4 

FY11 FY12 1H13 FY13

13.1 
11.8 

13.5 
12.4 

Tier2 

Tier1 

BIS 
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Special reserve of unrealized gains on  
property 

Appendix 2) 

67.9 

Net unrealized gains on 

investment  property (1) 

Negative impact of 

first adoption 

-12.5 

Special reserve of unrealized 

gains on property  

55.4 

Net unrealized gains on investment property is calculated by discounting rental income at industry average WACC(3.29%), 
net of related taxes. The amount is therefore well below the property market value. 

11.1 

(20%) 

44.3 

(80%) 

Retained as special 

reserve in liability 

Recovered over 5 years 

(capped at NT$10bn per 

year). Such accounting 

profit is restricted from 

dividend payout.(2) 

(NT$BN) 

The recovery of such special reserve is subject to regulatory approval each year. Hence, the actual recovery depends on 
the fair valuation results each year.  

Note: (1) 
    
 
          (2)  



Cathay Life’s property reappraisal 
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2011/03-2012/12 

reappraisal net increase 

After-tax  

unrealized  

gain 

new property investment 

Real estate book value After-tax unrealized gain on real estate (NT$BN) 

Property 

book value 

Appendix 3) 

141.3 
183.5 

159.3 

188.8 

42.2

29.5 

2011/03 2012/12



Illustration of 2013 pro-forma book value of Cathay FHC  

-after applying fair value method on investment property 

Cathay Financial Holdings Cathay Life Cathay United Bank 

(NT$ BN) 

248.3 

Appraisal gain based 
on fair value method 

on 2013/1/1  

95.6 

1.9 

16.3 

12.1 

124.0 

31.7 

94.3 

Appraisal gain 
from property 
reclassification 

Additional 
property 

appraisal gain 
in 2013 

Consolidated 
impact to 

Cathay FHC 

Impact to 
CUB from fair 
value method 

Inter- 
company 

adjustments  

94.2 

342.5 

285.3 

379.5 

(Original) 

Cathay FHC 

book value 

(New) 

Pro-forma  

FHC book value 

285.3 

94.3 94.3 

Note: Totals may not sum due to rounding. 
34 

Appendix 4) 



EV & AV Summary 
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Appendix 5) 

Valuation date 2011 2012 
Growth 

rate 
2013 

Embedded 
value 

Equity 112 135 20% - 

Cost of capital -76 -82 8% - 

Adjusted net worth (After CoC) 199 242 22% - 

Value in force 276 323 17% - 

Embedded value 475 565 19% - 

Value of one 
year’s new 
business 

First year premium (FYP) 256 267 5% 200 

First year premium equivalent (FYPE) 81 92 14% 73 

Value of one year’s new business (VNB) 44 50 14% 51 

Profit margin (VNB/FYP) 17% 19% - 26% 

Profit margin (VNB/FYPE) 55% 54% - 70% 

Appraisal 
value 

(20 years NB) 

Multiple 8.6 8.7 - - 

Appraisal value 870 1,001 15% - 

Basic Value 
per share(1) 

EV / per FHC share 46.1 53.0 15% - 

AV / per FHC share 84.5 93.9 11% - 

Adjusted Value 
per share(1) 

EV / per FHC share 41.1 48.9 19% - 

AV / per FHC share 75.4 86.7 15% - 
Note: (1) Adjusted EV and AV per share calculation is based on 2013 weighted outstanding shares of 11.5bn shares. The   
              adjustment reflected stock dividend (split), right issue and ECB conversion. Basic EV and AV per share is based  
              on 10.3bn shares and 10.7bn shares at end of 2011 and 2012, respectively.   
          (2) Totals may not sum due to rounding. 

NT$BN 



Disclaimer 
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 This document is provided by Cathay Financial Holding Co., Ltd. (the "Company").  

Except for the numbers and information included in the Company's financial 

statements, the information contained in this document has not been audited or 

reviewed by any accountant or independent expert.  The Company makes no express 

or implied representations or warranties as to the fairness, accuracy, completeness, or 

correctness of such information or opinions.  This document is provided as of the date 

herein and will not be updated to reflect any changes hereafter.  The Company, its 

affiliates and their representatives do not accept any responsibility or liability for any 

damage caused by their negligence or any other reasons, nor do they accept 

responsibility or liability for any loss or damages arising from the use of this document 

or the information contained herein or anything related to this document. 

 This document may contain forward-looking statements, including but not limited to all 

statements that address activities, events or developments that the Company expects 

or anticipates to take place in the future based on the projections of the Company 

toward the future, and various factors and uncertainness beyond the Company's 

control.  Therefore, the actual results may differ materially from those contained in the 

forward-looking statements. 

 This document is not and cannot be construed as an offer to purchase or sell 

securities or other financial products or solicitation of an offer. 

 This document may not be directly or indirectly reproduced, redistributed or forwarded 

to any other person and may not be published in whole or in part for any purpose. 



本資料僅供参考，投資人應審慎考量本身投資之需求與風險並詳閱後附之重要聲明。 
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