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Disclaimer

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forwarded to any other person and may not be published in whole or in part for any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. G o £
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Cathay FHC — Net income & EPS

Bov12 om13 (NT$BN) Bom12 oM13 (NT$)

26.8 232

1.10

12.7

FY10 FY11 FY12 (NT$BN) FY10 MFY11 EFY12 (NTS)

1.04
0.41

Note: (1) Data of 9M12 & 9M13 was based on IFRS principle; net income calculation included minority interest; EPS excluded minority interest

(2) Cathay FHC 9M13 EPS included the impact of - NT$ 0.31 from provision for FX fluctuation reserve and + NT$ 0.65 from recovery of special
reserve on property unrealized gains.
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Cathay FHC — Net income & ROE

Net income of primary subsidiaries NOI=
BWov12 Hom13 (NTSBN) BWomi2 EoM13 (NT$)
15.7
10.7 11.8 14.1% 14.0%13.4%  12.6% 14.9%-0-1%

9.2%8.7%

2.3
03 03 02 02 01 02

cuB Cathay Cathay Cathay Cathay Cathay cuB Cathay Cathay Cathay
Life Century SITE Securities FHC Life Century  SITE
MFY11 FY12 MrFy11 lFY12
0,
13.1 22.1%
11.1 16.5%16.5%
0/(:)LG}.O% 13.6%

3.3
06 0.7 03 0.3 0.2

01
CUB  Cathay Cathay Cathay Cathay Cathay @ CUB  Cathay Cathay Cathay
Life Century  SITE Securities FHC Life Century SITE

Note: Cathay Life 9M13 net income included the impact from provision for FX fluctuation reserve and recovery of special reserve on property

unrealized gains. Q %ﬁﬁé
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Cathay United Bank-SME & FX loans

£455"
106.5 107.3 138.3 141.5
103.8 I I I
98.5 I I I
FY10 FY11  FY12 9Mi13 FY10 FY1l  FY12  9M13
As % of total loans

10.9%  10.6% 10.6% 10.6% 10.7% 13.7%  14.0% 14.7%

Offshore earnings As % of CUB pre-tax profits

(NT$BN) 42.0%

22.8%

22.7%

FYlO FY11 FY12 9M13 FY10 FY1l1l Fy12 O9M13
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Cathay United Bank-Fee income

Fee income breakdown Wealth management fee

- Others (NT$BN) BFY10 W FY11 HFY12 M9M13 (NTSMN)

FX FY10 FY11 FY12 9M13

B Wealth management v .

B Cards related eeincome| 3,14 3,309 3,894 3,684
YoY growth| 52.4% 5.3% 17.7% | 29.1%

Mutual Funds Others Insurance

FY10 FY11 FY12 9M13
Note: Wealth management fee excludes revenue from DCI and Sl of NT$ 102 mm in 9M12 and NT$ 780 mm in 9M13.
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Cathay Life —Total premium & FYP

"I Interest crediting annuity  (NT$BN) " Interest crediting annuity (NT$BN)
B |nvestment-linked (non-VUL) M Investment-linked (non-VUL)

M |nvestment-linked (VUL) M Investment-linked (VUL)

M Health, accident and others M Health, accident and others

M Traditional life Traditional life — single paid

M Traditional life — regular paid

212.9 -34.8%

4.8%

20.5%

0.2%
5.0%

\——

0.5

5.0%

100.1  ;47.0% 53.6%

FY10 FY11 FY12 9M12 9Mm13 9M12 9M13
BlE=&E
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Cathay Life Cost of liability & Investment performance

Cost of liability (annual) +3Q13 After-hedging investment yield

4.3%

L | 1 1 1 J

FYO08 FYO09 FY10 FY1l FY12 oM13 FY10 FY11 FY12 o9M13
Note: The figures of cost of liability are reserve-based

Cash dividend Annualized Hedging cost

12.1 12.5 9M13 Net hedging cost

5.6

CS & NDF hedging

FY10 FY11 FY12 9M13

Bl Z= & %
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Cathay Century — Premium income & Combined ratio

Premium income Gross combined ratio

Others (NT$BN) Gross expense ratio
Il Engineering ] Gross loss ratio

' .29
Marine 90.2% 89.0% 82 6% 28 6%

B Fire ——
; 29.0% 29.2%
I Auto 15.7 ° 28.8% 29.9%
.@ 14,

N

FY10 FY11 FY12 OM13

7

Retained combined ratio

Retained expense ratio
B Retained loss ratio

| __Uo |

98.2% 96.0%  93.7% 91.7%

35.0% 34.5% 33.9% 34.5%

FY10 FY11 FY12 oOM13
Mkt share

11.6% 12.2% 12.7% 13.0% FY10 FY11

OM12
B 3= & 1=
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Cathay FHC in China & South East Asia

China Vietnam Combodia [Hong Kong |Singapore |Malaysia

Bank 1 36 16 1 1 1
Life 32 6

P&C 19 2

Asset Mgt 1 1

Be”mgA .Liaoning
@Tianjin
@A Shandong

-

1

1

1

1

1

l

Hubei .AJlangsu :

Szechwan
A m :
1
1
1
1
1
1
1
1
1

®A Zhejiang
: : / A Fujian
: : ..AGuangdong
: : Hong Kong
1 [ . A
l :
el = = J
® Cathay Life (China)
.V;etnaml\ m Cathay United Bank
a® L5 A Cathay Century (China)
/ ,.‘ 4 Cathay Conning Asset Management
Ma|aysia‘q j ® CDBS Cathay Asset Management Company
=]

Singapore
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Solid Capital Adequacy

athay FHC CAR (%)

—
C

126.4

31.5

1284

123.7
119.7 I

2011

2012 2013Q2 Capital
Raise

Full
conversion

CUB Capital Adequacy (%)

BIS 11.03 12.10 11.17 11.7812.3814.73

Tier2 2.44 220 162 2.57 I
FY08 FY09 FY10 FY11 FY12 9M13

Cathay Life RECES N

259.7

247.2
240.87 /

234.3

- -D

1H11 FY11 1H12 FY12 1H13

Cathay Financial Holdings 11
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Peer Comparison: Dividend Policy & Distr.

FY12 Dividend Distribution

Cash = Stock (NT$)
HUA NAN 0.50 0.50
Fubon 1.00

_ T~ Thinay_|omo _o68
China Dvpt. 0.18
E.Sun [0:30 1.00
Yuanta 0.55
Mega 1.10
Taishin 0.22 0.89
Shin Kong 10.030.26
WaterLand [0:180.30
SinoPac [0.33 0.80
China Trust 0.71 0.70
First 0.45 0.65
T. Cooperative |0:40 0.60
Jihsun [0:13 0.52

Dividend Policy Rationale

1. Satisfied investor

s fi f h divd
Dividend preterence 1or cas Ivd.
2. Adopt peer divd. policy
. In compliance with
regulation
Stock . . :
. Aligned with capital needs
Dividend = y

T —

. Grab future growth
opportunity

Balanced Dividend Policy &
Dynamic Adjustment for
Future Need

Q Bl Z= & %
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Cathay United Bank
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Agenda

o Tasomanorcbe

[0 Business Highlights of CUB
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Transformation of CUB

Become a leading regional bank

g 3 9‘0
® 0O b D
: C
Strategic 5 2 S 2 S 3 S <
Q N @) O =
Move > @ 3 O < 28 a O
Q. S C
® = @
O O T S

Fine-tune of core value

Culture & Implementing

Performance Measurement Development

Organization

Developing human capital

Bl Z= & %
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“New Heights” project to implement transformation

Customer-
Oriented

Product &
Service

Business
Model

Overseas
Expansion

PROJECTS

— Corporate customers

— Wealth management

— Cash & Trade
— TMU

— Corporate Finance

— Credit Card “C” project

— Telephone Marketing Representative

— China

— South East Asia

BlZE= &%
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From product-oriented to customer-oriented

Corporate Retail

=Regroup customers A =Launch Private Banking to
and revisit upgrade service for high net
customers’ needs worth clients

,000

= Alignment of products and
customers’ needs

= Alignment of
product solutions
vs. customers’

00

=Use technology to facilitate
needs AUM (NT$MN) cross-selling

Revenue (NT$MN)

Enhance customer satisfaction

Awards

= Excellence awards of “Overall Customer Satisfaction of wealth management” and
“Customer Satisfaction of Financial Consultant” by Business Today in 2013.

” 1]

=“Best Service of Wealth Management”, "Best Recognized ”, “Best Recommended”,
and “Best service” by Wealth Magazine in 2012.

Bl Z= & %
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Better product offerings, higher non-interest income

WEEY L
Management Fee TMU Revenue Syndication Fee

3684
2 854 I 1,657
FY11 FY12 O9M12 9M13 FY11l FY12 9M12 9M13 FY1l FY12 9M12 9M13

Bl Z= & %
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Improve card business and related cross-selling

Personal Loan New

Effective Cards

(1,000 cards)

Drawdown via Telemarketing

(NT$BN)

3,917 27.5 FY12

3,258 3,443 237
. . 169 60 .
FY11  FY12  om13 H N HE e
(NT$BN) 2Q13

(NT$BN)

G 62
199 208 .
1

170 >0
SO No. 3: Cathay
1.8
~ 07 07 07 06
/0.7 06 05
I TN s 2

FY11 FY12 IM12 9M13

Bl Z= & %
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Overseas Expansion

China

*Shanghai branch ranked No.1 among 11

Taiwanese banks in China in the past 3 years.
*Raise Shanghai branch’s capital to RMB 2 bn.

*Plan to setup Minhang Sub-branch, Shanghai
Free-Trade Zone Sub-branch and Qingdao
Branch.

South East Asia

*Operating 36 footprints in Vietnam.

*Acquisition of 100% SBC in Cambodia.

«Evaluating to setup the footprints in
Indonesia, Myanmar, Thailand, and
Philippines, etc.

As % of CUB pre-tax profits

22.7%

FY10

22.8%

FY11

FY12

42.0%

9M13

Bl Z= & %
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Agenda

0 Transformation of CUB

7 BusnessHgmignsorcls
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Commitment to financial targets

ROAA ROAE

13.41%
~— , —— .
0.73% 0.68% 0.75% 0.84% 12.99%
12.01%
11.52%
FY10 FY11 FY12 9M13 FY10 FY1l FY12 9M13

Fee income % Offshore earnings %

of operating income of total pre-tax profits

0 42%
23% 23% 23%

22%

L | | | | L | | | |

FY10 FY11 FY12 9M13 FY10 FY11 FY12 9M13
FEE

Cathay Financial Holdings 22




Loan & Deposit breakdown

Loan breakdown Deposit breakdown

B Credit Card related (NT$BN) B Demand Deposit (NT$BN)
Consumer B Time Deposit
M Mortgage

Il Corporate

995.4 @ 983.5

15.9 1+ Other _152 ___  Other
51.8 CoNSUME o NConsumer
l 4.8% 6.0%
Mortgage . >Mortgage
41.6%
Corporate
52.4%
OM12 9M13 9M12 O9M13

Bl Z= & %
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Interest yields

-»—Av(g. rate of interest-earning assets

-o-Interest spread

-B-Net interest margin

1.95% 1.96% 1.95% 1.94% 1.96% 1.95%
A —A— A — A— A
1.77% 1.79% 1'8]V .
A —A A = —
1.61%/ —— . . —— 1 77% 1.81% 1.80%
A 1.70% 1.69% 1.67% 1.67% 1.69% 1.68%
1.51%
— -y —&—8—n
./r O 1.26% 1.27% 1.24% 1.26% 1.27% 1.25%
1.18% 1.17% 1.17%
1.07%
FY10 1H11 oM11 FY11 1H12 o9M12 FY12 1Q13 1H13 o9M13

Note: Credit card related loans are included in the calculation

— =
Q E&=&E
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SME & Foreign currency loans

SME loans Foreign currency loans

(NT$BN) (NT$BN)
106.5 107.3 141.5 144.3
103.8 138.3
98.5
96.4
FY10 FY11 FY12 oOM13 FY10 FY11 FY12 9M13
As % of total loans
10.9% 10.6% 10.6% 10.6% 10.7% 13.7% 14.0% 14.7%

Bl Z= & %
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Offshore earnings

Offshore earnings As % of CUB pre-tax profits

(NT$BN)
42.0%
OM12 9M13
5.3
28 .9
FY10 FY11 FY12 FY10 FY11 FY12 OM13

Bl Z= & %
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Fee iIncome

Fee income breakdown Fee income breakdown

Others (NT$BN) Others (NT$BN)
I Syndicated loans M FX
M FX B Wealth management
B Wealth management B Cards related

B Cards related

8.04
6.48 0.81 }10.1%
e T10.6% 0.1910'7%

2.4%

0.44 ——  6.8%
0.17 2.6%
NI -45.8%
2 85 44 1%
j 35.9%
|

oOM12 OM13 FY10 FY11 FY12
Bl Z= & %
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Wealth management

Wealth management fee
breakdown

Wealth management fee

breakdown (annual)

9M12 E9M13 (NTSMN) B FY10 FY11 EFY12 (NTSMN)
OM12 | 9M13 FY10 FY11 FY12
Fee income 2,854 3,684 Fee income 3,142 3,309 3,894
YoY growth 12.0% | 29.1% YoY growth 524% | 5.3% 17.7%
1,641
1,622 1,586 2,106

Mutual Structured Trust & Insurance Mutual Structured Trust & Insurance
Funds  Products &  Custody Funds Products & Custody
Securities Securities
Note: Wealth management fee excludes revenue from DCI and Sl of NT$ 102 mm in 9M12 and NT$ 780 mm in 9M 13. N
Bl F#= &%
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Credit quality

NPL & Coverage ratio

" NPL ratio

Bl Coverage ratio

395.4%

303.6%

OM12

9M13

Mortgage

Mor 0.06% 0.05%

Gross provision

B Gross provision (NTSBN)

Recovery

1.7 1.7

oOM12

OM13

Q Bl Z= & %
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Awards

-

-

¢The Asian Banker
=

"Best Data and Analytics Project Award in Taiwan”
and “Best Consumer Risk Management Capability
in Taiwan” in 2013.

"Best Data and Analytics Project Award in Asia-
Pacific area" in 2013.

"300 Ranking Of Asia's Banks -Taiwan's top 10
banks” in 2012.

“Taiwan's Top 5 Best Retail Bank” in 2011.

%Trade & Cash Management

Asia Money Magazine

“ The Best Cash Management Bank in
Taiwan” in 2013.

Trade Finance Magazine

“The Best Trade Bank in Taiwan” in 2013.

.\ , Taiwan Banking and Finance
=7\ Best Practice Award

It is the Oscar Awards in Taiwan banking
industry.

"Best Trust Finance Award", "Best Business
Innovation", and " Best Electronic Finance
Award" in 2012.

"Best Risk Management Award" in 2010.

h\Y /The Asset Triple A Investment
=7k Awards

“ Taiwan Best Structured Products House” in
2012.

Bl Z= & %
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Cathay Life
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Agenda

O Posuersuaesy

O Investment Overview

O Impact from Rising Rate

O Overseas Operation

Bl 2= & %
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Market Overview

Cathay Financial Holdings

Total Assets Total Premium FYPE®)
NT$BN
Market Market Market
(1)
1H13 share@ 9M13 share 9M13 -
T e e e e e e o e e -
: Cathay 3,845.6 24.6% 379.0 20.7% 55.4 21.5%
e L L L L L T T T T T e e e s
Fubon 2,262.7 14.9% 300.1 16.4% 15.2%
NanShan 2308.8 15.3% 287.2 15.7% 38.4 14.9%
Shin-Kong 1,739.3 11.5% 116.5 6.4% 13.9 5.4%
China Life 882.4 9.8% 109.4 6.0% 6.0%
Mercuries 643.0 4.1% 92.3 5.0% 6.1%
Note (1) : Source: financial reports
(2) : Source: Taiwan Insurance Institute
(3) : First Year Premium Equivalent (FYPE): annualized FYP calculated as :
Single/Variable premium x 0.1,
2-5 years term premium x (0.2~0.5),
More than 6 years term premium x 1,
Group/1 year term products premium x 1
e b
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Product Strategy (1/3)

Business Environment

Global Economy: Slow economic growth, lasting low interest rate environment
and ample liquidity

Insurance Market: Fierce competition, peers competing market share by
promoting single-premium products through Bancassurance

Investments: More overseas investment due to very limited domestic fixed
income market

Value-Oriented Strategy
(adopted since July, 2012)

Product Strategy

Maximize profit/\VNB, not market share

Product design focuses on ALM, Asset Allocation and Profitability

Considered customers’ needs and Taiwan’s changing demographic structure as
essential factors in product development

Q Bl Z= & %
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Product Strategy (2/3)

Product Mix Changed

. Traditional life — single paid

Traditional life - 2 year regular paid
B Traditional life - 3 year and above regular paid

FY10 FY11 FY12 9M13

Cash Position Decreased

Cash Position

8.60%
8.20%

4.90%

FY11 FY12 9M13
B 3= & 1=

Cathay Financial Holdings
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Product Strategy (3/3)

Liability Cost Reduced

5.40%

FY08 FY09 FY10 FY11 FY12 9M13

VNB Margin Improved
M Past 3 years VNB(NT$BN)

= 3Q13 VNB(NTS$BN)

FY10 FY11 2 @1z sQis
FY10 | FY1T | FY12 | 4 yNBIFYP  18% ~ 26% ji
VNB/FYP 13% | 17% | 19% | oo
VNB/FYPE 54% | 55% | 54% | | VNBIFYPE  54% /~ 66% |

Cathay Financial Holdings 36



Agenda

O Product Strategy

-

O Impact from Rising Rate

O Overseas Operation

Bl 2= & %
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Asset Allocation

FY11
Total investments (NT$bn) 2,959.2
Allocation (%)
Cash & Cash equivalents 8.6%

Equity- Domestic 8.5%
Equity- International 4.0%
Bond- Domestic 16.4%
Bond- International® 38.6%

Mortgage & Secured loans 10.2%

Policy loans 6.4%
Real estate 5.4%
Others 2.0%

Note (1) : Invested assets excluded separate accounts; totals may not sum due to rounding

(2) : Includes foreign currency deposits

FY12

3,283.7

8.2%
8.1%
4.3%
16.6%
39.6%
10.3%
5.5%
5.6%
1.8%

9M13

3,923.6

4.9%
8.9%
4.8%
15.6%
39.5%
12.5%
5.0%
7.3%
1.5%

YTD

Change

+239.9
(% chg)
-3.3%
+0.8%
+0.5%
-1.0%
-0.0%
+2.2%
-0.5%
+1.7%
-0.3%

9M13

3,523.6

Amount
(NT$BN)

171.6
313.8
169.0
549.2
1,393.3
439.0
176.0
258.3
53.4

BlZE= &%
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Investment Performance

FY10 FY11 FY12 9M13

(B)

e
0

-0.3%

Recurring Yield (after hedge)
B)*(C)

2.8% 2.5% 3.3% 3.4%

0.9%

Total Investment Return
(F)=(D)+(E)

Note (1) : Recurring income included rental, interest revenue and cash dividend
(2) : Most dividends are paid in 3Q13

3.5% 3.3% 3.9% 4.3%

Q Bl Z= & %
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Overseas Exposure

Fixed Income Portfolio Breakdown (3Q13)

u Debenture
1 North America

i Corporate
MBS

M SAS & Others

M Europe

M Asia & Others

Asset Class | Issuer Country

2o 2% Asset Currency Credit Rating
4 USD N L AAA
= CNH 27%  26% YT
M EUR
u AUD 00 | A
u GBP 37% u B-~BBB+
u Other |

Bl Z= & %
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Hedging Structure

Hedging Cost

2013
FY1l | FY12
1Q | 1H | 3Q
Hedging Cost ] , | ]
(NT$bnBN) 315 | 99 |-1.0] 1. 3.
Hedging Cost
o 269 | 0.74 |-0.26(/0.14| 0.27
(%)
CS 65 56 56 | 51 | 51
NDF 7 7 15 | 14 | 12
%
Proxy 19 23 13 | 17 | 19
Naked 9 14 16 | 18 | 18

uCS

U NDF
M Proxy
# Naked

i CS
i NDF
M Proxy

M Naked

Bl Z= & %
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Agenda

O Product Strategy

O Investment Overview

9 impactirom Rising merestRete

O Overseas Operation
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Impact from Rising Rate - Product

Controllable Funding Cost
4 \

FYP % of Interest Crediting Annuity
42.9%
14.8%
59.1% 5.0%
J - | I 4280000
FY10 FY11 FY12 9M13
= Limited impact on funding cost due to decreasing FYP of
L interest crediting products p

Limited Surrender Risk in Traditional Products

B Surrender charge applied to longer period

B Higher replacement cost if to surrender existing policy and buy a
new one after interest rate hikes

. = Low surrender risk
) L

Bl Z= & %
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Impact from Rising Rate - Investment

Sensitivity Analysis

B The potential impact from rising interest rate on AFS asset value are
shown in the followings:

WTrading ®AFS uLAR (NT$BN)
LAR

.0% Amount™ |  460.8 340.2
Position

Domestic | Overseas

Duration® 6.0 5.9

Alnterest Rate® +10bp +10bp

/ANet Worth -2.76 -2.01

Note (1) : Bond fund included
) (2) : Effective duration, bond fund excluded
\\ Domestic Overseas (3) : Interest rate refers to10yr Sovereign Debt /

Bl Z= & %
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Impact from Rising Rate - Net Income & EC

Increase of Future Profit

4 N
B Rising interest rate is positive to our net income because it should boosts value

of assets with floating yields

B About 10%~12% of total assets will be re-invested each year, while another 12%
of existing positions are mortgage & secured loans with floating rate. Hence,
22% 1o 24% of total asset will benefit from rising rate

Scenario +50 bp +100 bp +150 bp
Alncome (NT$BN) +3.8~4.2 +7.7~84 +11.5~125
. v
Enhancement of Economic Capital
( . . TRl . . . . . . “
B The fair value of liability is based on risk-free rate plus liquidity premium
B Effective duration of liability is much higher than that of asset
Duration Overseas Domestic Total
Fixed Income Fixed Income
Asset® 9.3 (70%) 5.9 (30%) 8.4 (100%)
Liability 12.6
. Note (1) : AFS ~ LAR and Trading position included Yy

Bl Z= & %
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Impact from Rising Rate - EV

Embedded Value (EV)

a2 N\

EV = ANW (Adjusted Net Worth)+ VIF (Value of In-force)

B VIF increases along with higher investment return while
Interest rate is rising

= Higher interest rate contributes to EV positively

Higher interest rate is helpful to the company value

Valuation Date 2012/12/31 NTSBN
--------------- ‘
||
Investment Yield | | Discount Rate
Assumption ! Base |,
0 L |
-0.25% +0.2505 I T0:25% | Case i g +0.5%
(capped) |
T
VIF 250 396 : 378 323 : 345 303

Note (1) : "Investment yield+0.25%(capped)”: the investment return is capped by 5.03% for NTD
policies, 6.14% for USD policies, and 3.11% for interest crediting annuity.

Q Bl Z= & %
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Agenda

O Product Strategy

O Investment Overview

O Impact from Rising Rate
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Subsidiary in China

Total Premium 479.4 516.7 -37.3

Net Income 19.7 -17.0 +36.7

Solvency Margin 114% 165% -51%

Bl 2= & %
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Subsidiary Iin Vietnam

(TWDSMN) 9M13
Total Premium 86.1
FYP 30.9
Net Income 86.1

Shareholder’s Equity 3,014.4

Solvency Margin 13,567 %

OM12

129.0

54.7

-5.4

1,433.7

6,427%

Diff.

-42.9

-23.8

+91.5

+1,580.7

+7,139%

Note : exchange rate TWD:VND=1:714, as of Sep 30, 2013.

BlZE= &%
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Appendix

—_—

9M13 Business highlights

Capital Adequacy-Cathay FHC

Capital Adequacy-Cathay Life

Capital Injection into Cathay United Bank (CUB)

Maintain Solid Capital to Support Business Growth

Maintain Solid Capital to Support CUB Expansion

Cathay Life: Special reserve of unrealized gains on property

Cathay Life's property reappraisal

© © N o 0 &~ w b

Cathay Life’s EV & AV Summary

BlZE= &%
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Appendix 1)
9M13 Business highlights _

th Nnit *Loan maintained flat with benign credit quality
el ay U ed *Fee income grew by 24.1% YoY

Bank *Offshore earnings kept growing and its contribution to pre-tax profits increased to 42%

. *Regular-paid products accounted for 91.7% of traditional policies; ranked No.1 by FYPE
Cathay Life *Cash position 4.9%; overseas investment 44.3%; hedging cost 0.27%

*Market share increased to 13%, premium income grew by 9.1% YoY; maintained No.2
market position

*Expanded business development in China and Vietnam, premium income up by

87% and 70% YoY, respectively

Cathay Century

*Ranked No.1 in terms of AUM, which amounted to NT$390BN
Cath ay SITE *Continued to launch new products and broaden the business of individual & institutional
clients

*Each business line performed steadily
*Underwriting volume increased significantly YoY

Cathay Securities

Bl Z= & %
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o
Solid Capital Adequacy-Cathay FHC

[0 Complete NT$ 12.7 bn capital CFH CAR(%)
raising in 2013 3Q, increase

capital & improve CAR ratio 131 5
by 4.7%
128.4
O Further Improve CAR Ratio 126.4
after ECB full conversion
123.7

Announce the early

redemption of ECB on Oct

29th 201 3 119.7

Another 3% rise in CAR

ratio after ECB full

conversion

2011 | 2012 2013Q2 Capital Full

Raise conversion

Note: CAR ratio after capital raising and ECB full conversion was calculated based on 2013 1H audited data

Bl Z= & %
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Capital Adequacy-Cathay Life

Appendix 3)

0 Adopt Value-based Product Strategy & Enhance Capital Efficiency

Strategy

0 Not compete
with peers
for the top in
FYP

0 Focus on
RPP & ILP

[0 Reduce the
pressure of
cash surplus

Reduce Cash Position
& Boost return

[0 Cash position declined
by 3.3% in 9M13
compared to FY12

Increase RPP Contribution
& Reduce Cash Surplus

0 RPP contribution grew
by 30% in 9M13
compared to FY12

VNB Contribution Growth

0 VNB contribution grew
by 8% YoY in 9M13

Note: (1) Investment-link product (ILP) for single-premium product needs
(2) RPP refers to regular-premium insurance product

252.2

247.2

240.8

234.3

1H11 FY11 1H12 FY12 1H13
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Appendix 4)

Capital Injection into CUB

CUB Capital Adequacy High Standqrd Regulation
Requirement

BIS 11.03 1210 1117 1178 1238 1473 | O Required BIS ratio and Tier 1
ratio to 10.5% and 8.5% by

(%)
2019 (12.5% and 10.5% for a
new branch) based on Basel
e [l requirement
2.20 1.62 257 3.35 O Peer CAR ratio and Tier 1 ratio
Tier2 ~ 244 are 12.55% and 9.50% in 2012
(%)
10.81
- g5g 090 955 921 903
Tierl Support Business Growth

(%)

Growth in loan business
Overseas expansion in Great
China & SEA

Keep abreast of cyclicality
Grab M&A Opportunity

FY08 FY09 FY10 FY11 FY12 9M13

[

NT$ 9.1 bn Stock
Dividend & NT$ 12 bn
Capital Injection

OO OO0
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Appendix 5)

Maintain Solid Capital to Support Business Growth

Net Income & ROE--CUB

ROE og 120 15 130 136
(%) 5.4 —
1133 1114 507 4459
Net 86.2
Income 44.6
(NTSEN) |
FY08 FY09 FY10 FY11 FY12 9M13

Offshore Earnings Fee Income
Contribution (%) Contribution (%)

247
42.0 183
28.6 I

FY09 9M13 FY09 9M13

Continue to Improve

’ ROE After fundraising

O Implement Customer
Segregation, Develop Light-
capital Business & Enhance
RAROC

O Accelerated Overseas
Expansion & Increase offshore
earnings contribution

O Explore intermediary business
& Increase fee income
contrlbutlon

]_
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Appendix 6)

Maintain Solid Capital to Support CUB Expansion

Shanghai
Branch FY11 FY12 OM13

Capital
Rme-MM) 400 1,000 1,000

Qingdao
©) Branch Pre-tax profit 28 96 85

© (In-process) (USD-MM)

;‘iiuturé‘; RMB 2 BN Capital Injection to
OHK Branch W=IETW Branch for Business Expansion

Indovina
FYOO FY12 9M13
Indovina %
Mya &ar apital
<|n?frf$f§ » Brar%\-.\ SEA wusp-mvy 15 165 193
BC / i :
4 Prefaxproft 14 162 159

bSmga
\ B{ uan .. Duplicate the success model of
anch 1’ Indovina Bank
Indone a= > . Increase SBC capital to USD 60 MM
Office » for business expansion & lift the single
(In-process) client credit limit

Bl Z= & %
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Cathay Life:

Special reserve of unrealized gains on property

67.9 12,5 (NT$BN)

11.1 Retained as special
(20%) reserve in liability

Recovered over 5 years
443  (capped at NT$10bn per
(80%) year). Such accounting

profit is restricted from

dividend payout.(?

-~

<z
Net unrealized gains on  Negative impact of  Special reserve of
investment property () first adoption unrealized gains on property

Note: (1) 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.

(2) 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.

Bl Z= & %
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Appendix 8)

Cathay Life’s property reappraisal

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

2011/03-2012/12
reappraisal net increase

new property investment SN0 =
42.2
_____ after-tax
> unrealized
gain
183.5 /book value
141.3
L | | L /
2011/03 2012/12

Q Bl Z= & %
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Appendix 9-1)

Cathay Life EV & AV Summary

NT$BN
- Growth
Valuation date 2011 | 2012 . oOM13
Equity 112 135 20% -
Cost of capital -76 -82 -8% -
Embedded |Adjusted net worth 0
value (After CoC) 199 242 22% )
Value in force 276 323 17% -
Embedded value 475 565 19% -
First year premium (FYP) 256 267 5% 138.9
First year premium equivalent (FYPE) 81 92 14% 55.4
Value of one , :
Value of one year’s new business
year’s new (VNB) y 44 50 14% 36.7
business _ )
Profit margin (VNB/FYP) 17% 19% - 26%
Profit margin (VNB/FYPE) 55% 54% - 66%
Appraisal | Multiple 8.6 8.7 - -
value .
(20 years NB) Appraisal value 870 1,001 | 15% -
Value per |EV/pershare 46.1 53.0 15% -
share® | Av/per share 845 | 939 | 11% -
Note: (1) per share = per share of Cathay FHC 3—% é#g“g

(2) Totals may not sum due to rounding. Cathay Financial Holdings 59



Appendix 9-2)

Cathay Life EV & AV

NT$BN, except for per share figures

Valuation date 2011/12/31 2012/12/31
3.8% ~ Year 2032 5.03%
3.8% ~ Year 2031 5% for NTD policies
, . for General account 4.3% ~ Year 2032 6.14%
In-force investmentyield | 5 2105 vear 2031 3.20 for for USD policies

Interest crediting annuity 2.68% ~ Year 2032 3.11% for
Interest crediting annuity
2.73%~ Year 2032 5.03%
for NTD policies
One year’s new business 4.02% ~ Year 2032 6.14%
investment yield for USD policies
2.38% ~ Year 2032 2.66% for
Interest crediting annuity

Discount rate 10% 10%
Cost of Capital (CoC) -76 -82
Adjusted et worth
Value of in force business 276 323
Embedded Value 475 565
EV / per share 89.4 (46.1) 106.5(53.0)
Appraisal Value 870 1,001
Value of future 1 year’s 46 50
new business (After CoC)
AV [ per share 163.9 (84.5) 188.6(93.9)
Note: (1) EV/AV calculation does not include business of Cathay Life in China and Vietnam.
(2) per share = per share of Cathay Life; (per share) = per share of Cathay FHC 3—% é#g“g

(3) May not sum to total due to rounding. Cathay Financial Holdings 60



Cathay Life : Sensitivity Analysis of EV

Appendix 9-3)

NT$BN, except for per share figures

Valuation date 2012/12/31
Investment | Investment Invc_astment Discount Discount
: i . yield + Base
Assumption yield - yield + 0.250 Case rate — rate +
0.25% 0.25% o970 0.5% 0.5%
(capped)d
Cost of capital -86 -78 -78 -82 -79 -85
Adjusted net worth
(After CoC) 238 246 246 242 246 240
Value of in force
business 250 396 378 323 345 303
Embedded Value 487 642 624 565 590 543
EV / per share 91.8(45.7) 121.0(60.2) | 117.6(58.5) [106.5(53.0)(111.2(55.3) |102.3(50.9)
Appraisal Value 900 1,092 1,067 1,001 1,055 948
Value of future 1
year’s new business 46 54 52 50 54 47
(After CoC)
AV / per share 169.6(84.4) | 205.8(102.4) | 201.1(100.0) |188.6(93.9)|198.8(98.9) | 178.6(88.9)

Note: (1) “Investment yield +0.25% (capped)” : the investment return is capped by 5.03% for NTD policies, 6.14% for USD policies, and
3.11% for interest crediting annuity.

(2) per share = per share of Cathay Life; (per share) = per share of Cathay FHC

(3) May not sum to total due to rounding.
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