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Fubon Insurance Co. Ltd.'s capital and earnings have strengthened from a one-off +886-2-7724-8651
favorable impact of transitioning to IFRS 17 and steady internal capital generation. patty.wang

We have revised our assessments of the insurer's capital and earnings and financial risk
profile to strong from satisfactory. At the same time, we revised upward our assessment of
Fubon Insurance's stand-alone credit profile to 'a+' from 'a' on S&P Global Ratings' global
rating scale.

We affirmed our 'twAA+' long-term issuer credit and financial strength ratings on Fubon
Insurance. The ratings reflect our view that the insurer is a core subsidiary of the Fubon
Financial Holding Co. Ltd. (Fubon FHC) group.

The stable rating outlook reflects the rating outlook on other core operating subsidiaries of
Fubon FHC group.
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Taiwan Ratings Corp. today affirmed its 'twAA+' long-term issuer credit and financial strength
ratings on Fubon Insurance. The outlook on the ratings remains stable.

Rationale

The rating affirmation reflects our stable outlook for the parent group and its core
subsidiaries, which includes Fubon Insurance. The ratings and outlook on the insurer move in
tandem with our assessment of the Fubon FHC group credit profile.

Strengthened capital and earnings underpin the improved stand-alone credit profile. The
implementation of International Financial Reporting Standard (IFRS) 17 for property and casualty
(P/C) insurers in Taiwan has triggered a one-time favorable reserve release. This transition
reflects a shift from previously conservative, rule-based regulatory provisioning toward a real-
time, economic-based valuation that utilizes probability-weighted best estimates for insurance
contracts. Consequently, under regulatory guidance, Fubon Insurance has allocated new Taiwan
dollar (NT$) 5.1 billion of this favorable impact to its special reserves. We view these special
reserves as similar to catastrophe risk reserves and we consider them as qualified capital, given
their risk-absorbing nature.
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Fubon Insurance can maintain a strong capital and earnings and financial risk profile with
capital redundancy at 99.95% confidence level over the coming two years. The one-time
increase in special reserves and good valuation gains for investments under other comprehensive
income have bolstered the insurer's capitalization and improved its capital redundancy from a
99.8% confidence level at the end of 2025. We anticipate Fubon Insurance will continue to deliver
satisfactory operating performance in line with the domestic P/C average. The insurer reported
strong profits for the first half of 2026, driven by solid underwriting performance, low claim
activity, and favorable investment returns under a buoyant local stock market. While we believe
Fubon Insurance will repatriate much of its earnings to the parent group over the next one to two
years, we also expect the insurer's steady internal capital generation to support organic growth
and maintain stable capitalization levels over the period.

Our capital and earnings assessment continues to reflect one negative adjustment for Fubon
Insurance's small capital base by global standards, which is similar to other local peers. That's
because we believe insurers with a small capital base are more susceptible to external volatilities
or large events.

The ratings continue to reflect the insurer's very strong competitive position and business risk
profile. Fubon Insurance continues to hold a very strong market position with a leading market
share and strong franchise in Taiwan's P/C insurance market. The insurer has also demonstrated
good operating performance and experienced underwriting controls for major business lines over
the past few years compared with other local peers.

The ratings remain capped by the group credit profile. We view Fubon Insurance as a core group
member of the wider Fubon FHC group and we equate the insurer's ultimate credit strength at the
level of the group credit profile. We believe Fubon Insurance fits well into the group's strategic
aim to provide a full range of financial services to the group's clients. Fubon FHC group also has a
good track record of providing necessary capital or financial support to the subsidiary in times of
need, which indicates a high degree of integration between the insurer and the parent group.

Outlook

The stable rating outlook reflects our view that Fubon Insurance will remain an integral part of the
wider Fubon FHC group. As a core group entity, the ratings on Fubon Insurance will move in
tandem with the consolidated group credit profile.

The outlook reflects our view that the group's flagship entity and the key driver for the group
credit profile, Fubon Life Insurance Co. Ltd., will maintain a stable credit profile over the next one
to two years.

Downside scenario

We may lower the ratings on Fubon Insurance if we revise downward our assessment of the group
credit profile. This could occur if Fubon Life's risk exposure heightens or capital and earnings
weaken, or if we revise downward our assessment of the stand-alone credit profile of the group's
banking unit, Taipei Fubon Commercial Bank Co. Ltd.

Upside scenario

We could raise the ratings on Fubon Insurance if we revise upward our assessment of the group
credit profile. This could occur if Fubon Life sustainably improves its capital and earnings for a
prolonged period coupled with a stable competitive position and risk exposure. At the same time,
Taipei Fubon Commercial Bank would need to maintain its consolidated credit risk profile.
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Fubon Insurance Co. Ltd.--Rating Component Scores

To From

Business Risk Profile Very strong Very strong

e Competitive position Very strong Very strong

e [ICRA Intermediate risk Intermediate risk
Financial Risk Profile Strong Satisfactory

e (Capitaland earnings Strong Satisfactory

e Risk exposure Moderately low Moderately low

e Funding structure Neutral Neutral
Anchor a+ a
Modifiers

e Governance Neutral Neutral

e Liquidity Adequate Adequate

e Comparable rating analysis 0 0
SACP a+ a
Support -2 -1

e Group support -2 -1

e Government support 0 0

Current Credit Rating

e Financial Strength Rating twAA+/Stable twAA+/Stable
SACP--Stand-alone credit profile.

Related Criteria

—  Criteria | Insurance | General: Insurer Risk-Based Capital Adequacy--Methodology And
Assumptions, Nov. 15, 2023

— General Criteria: National And Regional Scale Credit Ratings Methodology, June 8, 2023

— General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

—  Criteria | Insurance | General: Insurers Rating Methodology, July 1, 2019

— General Criteria: Group Rating Methodology, July 1, 2019

— General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

(Unless otherwise stated, these articles are published on www.taiwanratings.com)

Ratings List

Ratings Affirmed

Fubon Insurance Co. Ltd.

Issuer Credit Rating twAA+/Stable

Financial Strength Rating twAA+/Stable

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to
them in our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.taiwanratings.com for further
information. Complete ratings information is available to subscribers of Rating Research Service at rrs.taiwanratings.com.tw. All ratings affected by this
rating action can be found on Taiwan Ratings' public website at www.taiwanratings.com.
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