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The impact of the COVID-19 crisis on a financial holding company —

Take Cathay Financial Holdings and First Financial Holding as examples

P AR ~ SRS ~ A - FFIKEL - SR - R - et

S AU

E25% 1 D0911513 ~ D0935629 - D0935796~ D0935990 - D0972588 ~ D0985036
D0911556

PR B

R ¢ it

R | Bl A

FRRELEE © 11 %



COVID-19 ¥ & gir ik = @ 2 P 58— Laz]? EE N U ¥ |

O

2019 FJE - B img st - BEEREORG T B ERITE - B —2Ek
KRS TE > Hh SRR A S22 TRCRAVIRE - SRR A ST NS
AERE  FeAFIEBERAEZFLUBEIFE - SOETRERERAE < 2800 -
HE IR HIRSE RIS BT S BURHYR 2L BRI R A SRV EE A2 T ERHIBE
B o S EANEII RS AT EIRE -

NIE - B TARAGRRT L — R - MBS E R R A =] th &bk S b
EH TR ) DU ERR SR S LR - EEDSR TR AR TS
{ERWIFERVEI R - BEBRETE R Ry A mIRVEAE MBS B = & 2 A F
TEFEIERT ~ 1 HIAT 2 B0V B DS E B B LE AR B kA -

WMEH T BB E > EE AT EENER I P&
A e 2~ FHELLTE o IE PR S T B bR N SR B BRI L S 2 2
BB EN o Fy THE— DRI o LB R SRR =4 (H] 2016 &2 2018
) WVBHR P (EE R ECEHTAE - SURESE I B 2R SRR 15 L bRy
L - WE RS LB B R FIA -

AR AP B EERT ~ &I - FITRESE R RS R A S A S AT 2
- HEAE e R LIGHRERE 230 NEEEs  SEbrvEsEiE A2
BIRREyA BT #22 B IR EERY A B R R 5 R T PR 1R AR EE AT e
TERME  FiERIRE S RBURM RS TR IRRE BT+ R
PR AU SRR M 5 O B TR 1R OB SR A 2 S R A R AT R B BRI
P ISR DL RSS2 L -

BASRET: g - £—& - EFEe - Mo - Btk

1 R ERER A iy ePaper(2024 )



COVID-19 $ & fe 492 2 7 2 BF-r W3 &7 % - £425 6l

Abstract

In late 2019, the COVID-19 pandemic erupted, causing a severe blow to the
global economy. This global crisis affected various industries, with financial holding
companies experiencing substantial damage. Financial holding companies typically
own life insurance businesses, earning interest through bond holdings or trading to
generate profits. However, the outbreak of the COVID-19 pandemic and the influence
of the U.S. interest rate policy presented significant challenges to the operations of
financial holding companies, further complicating an already fragile financial system.

To delve deeper into this issue, we chose Cathay Financial Holding, which has
the highest proportion of life insurance business among Taiwanese financial holding
companies, and First Financial Holding, with a relatively lower proportion of life
insurance and a primary focus on banking. The objective was to explore the impact on
these two companies, operating under the umbrella of financial holding companies,
but with significant differences in their business profiles, both before and after the
pandemic, and to understand the factors contributing to fluctuations in financial ratios.

We employed financial statement analysis methods, incorporating ratio analyses
that financial holding companies typically emphasize, such as capital adequacy ratio
and net worth ratio. These ratios reflect the financial health of financial holding
companies and the fluctuations caused by the impact they face. To further analyze, we
used the average data from the three years before the pandemic (2016 to 2018) as a
baseline for comparison. This approach allows us to observe changes in these ratios
after the pandemic outbreak and comprehend the underlying reasons for these
changes.

By thoroughly investigating the pre- and post-pandemic periods, we aim to
understand the impact on these two financial holding companies. Capital adequacy
ratios indicate a downward trend for both companies. While the pandemic is not the
main cause of net worth ratio fluctuations, it still has some impact. Changes in loan
ratios show that both banks had lower overdue ratios after the pandemic. Loan loss
reserve coverage ratios indicate that both banks experienced a gradual increase in the
coverage of loan loss reserves in their banking operations. Shareholders' equity return
ratios reveal that both companies had lower return ratios after the pandemic. Earnings
per share demonstrate that First Financial was more significantly affected by the
pandemic. These are summarized findings of our research.

Keywords: Financial holding company, Cathay Financial Holding, First Financial
Holding, Financial Statement Analysis, COVID-19
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