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King's Town Bank

How are we ‘Different’?

A Few Examples of King’s Town Bank Management Philosophy vs Peers

King's Town Bank

Traditional Banking

Owner-operated, Tsai Family and Chairman Terence Tai control
40% of outstanding shares.

Branches play to the strengths of their team and their client base.
We allow the market to dictate the pace and focus of revenue/fee
growth.

Lending process focused on KYC, flexibility and communication. A
team of 'lending supervisors' communicates daily with branch loan
officers to provide on-the-spot guidance, helping to streamline loan
approval. Loan Committee rarely rejects loan applications outright,
instead making counter proposals or creative solutions.

We work with our compliance department at every stage of the
business development process, embedding compliance in our
business conduct and product structure.

Professionalism defined by accountability, timeliness in providing
solutions to clients and communication with others.

Investment Policy: Hold long-term (equity) and to maturity (bonds),
follow underlying companies closely, never invest in something you
don't understand.

Sees loan growth as closely related to GDP growth, goal is to 'do a
little better than' GDP growth over the long run, while managing the
challenges each year brings.

Controlled by multi-generational, large family conglomerates and/or
the government, frequently with less than 20% shareholding.

Each Branch provides a similar portfolio of services. Budget
established by bank HQ, and all departments and branches work to
budget.

Loan approval process is binary (yes or no answer) with decision-
making centered at bank HQ & in the Loan Committee. Process has
several layers and can take up to two months.

Compliance is primarily seen as a supervisory function and is
brought into projects at a later stage or only as necessary.

Professionalism defined by cumulative experience in a given
function and the ability to navigate the corporate hierarchy.

Trading culture, emphasis on yearly budget and realized profits.

Loan growth target communicated to sales, followed by a team-wide
effort to hit the number.
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King's Town Bank

How are we ‘Different’?

10 Year 10 Year 10 Year 10 Year 2019
Key Ratios (%) BV/Share Average ROE Average ROA :
Loan CAGR BIS Ratio
CAGR (pretax) (pretax)
King’s Town Bank 5.1 11.3 18.15 1.93 14.52
Local Peers* 8.3 2.5 12.07 0.88 13.22

*Note: These averages are calculated from the publicly reported data of a collection of KTB’s most important local peers.

Data Source: Central Bank, year-end 2019.
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King's Town Bank

Dispelling a Common Myth

KTB is not a ‘Bond Trading House’, and Our Asset Allocation is Conservative

Financial Assets / 1. KTB has the highest ratio of financial assets to
Bank
Total Assets (%) . .
total assets in this sample of local peers, but
King’s Town Bank 36.6 we are not an outlier.

2. Domestic Treasuries, basically a risk-free
Local Peers* 29.9

asset, accounted for 35.8% of our financial

*Note: These averages are calculated from the publicly reported data . .
of a collection of KTB’s most important local peers. assets at y/e 2019. We hold these p”manly

Data Source: TEJ, yle 2019 for liquidity purposes.
3. Foreign currency denominated bonds
accounted for 35.1% of financial assets at y/e
2019. We use these as a proxy for overseas
lending and mostly hold to maturity.
4. In our equity portfolio, we have a buy-and-hold
mentality, which differentiates us from our

peers.
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King's Town Bank

High Growth in BV/share + High ROE = Attractive Investor Returns

«  BV/share has grown at a CAGR of Book Value per share
12% since 2011, while ROE has
remained high. /38.16
36.18"
« Enabling factors are: |
. . 32.10 .
» High asset qualit
J b Y 7"30.56

> Low loan default rates and a 28.64
preference for collateral when

dictated by borrower risk profile
24.52

» Stable returns on our investment 29 603
portfolio
. 20.24-"
» Cash dividend of NT$1.5 per 19.12 .~
share for 5 straight years J
» Treasury share buyback and 1495

cancelation — reduced shares O/S
by 6% since 2013

2011 2012 2013 2014 2015 2016 2017 2018 2019 3Q20
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King's Town Bank

King’s Town Bank at a Glance

. Established in 1948, formerly known as the Tainan

Business Bank. O branches BEEEEREEFACE

. Headquartered in Tainan City, a city with a population 5 branches
of 1.9 million. 3

. A total of 66 branches, with approximately 73% of

branches located in Southern Taiwan.
. Paid-in capital of NT$ 11.2 billion.

4 branches GreaterTaichungAreé )

Yunlin Chiayi Tainan Area | -

. 23 Metro branches, contributing ———
, 43 branches i
— 17% of deposits »
— 86% of loans [ Kaohsiung Area ]
W
. 43 Non-metro branches, contributing 5 branche
— 83% of deposits

— 149% of loans

. Ranked in the Top 5% in terms of “Corporate
Governance Best-Practice for TWSE Listed
Companies” for three consecutive years.

. Credit rating affirmed by Fitch at BBB - local rating at
A+(twn) ~ F1(twn) for 7 consecutive years. Outlook
negative in 2020.



OUR COMMITMENT
TO SHAREHOLDERS

“We evaluate ourselves in terms of asset
quality, capital position, ROA and ROE.”
- John Tsali, Vice Chairman -




Our Commitment to Shareholders

=\l

We view asset quality as the basis for all returns. As long as we manage this bank, we will
ensure that its asset quality is amongst the best in the industry.

‘ Maintain our BIS Ratio above 13% and our Tier 1 Capital Ratio above 11%

‘ Aim to sustain healthy growth in BVPS

‘ Maintain double-digit ROE over the long term.

‘ Provide stable and growing annual cash dividend-per-share

Buy treasury shares, when appropriate, to enhance shareholder return.
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King's Town Bank

Capital Adequacy and Asset Quality

BIS Ratio Tier 1 Capital Ratio
-0—-KTB —e—Peers -0-KTB —e—Peers
16.09% 15.80% 14.21% 15.04% 15.84% 15.44% 15.20% 13.94% 14.56% 14.26%
r——— '
® — — —— 90— —e
133305 14.17%  13.99% 14.07%  14.04% o SO ¢ —

10.97% 11.78% 11.86% 12.08% 11.98%

2016 2017 2018 2019 3Q20 2016 2017 2018 2019 3Q20

NT$ million NT$ million
2,975 11112%

9918%
0.02% 0.02% 1, 0.02% 01% 0.01% 6660% 6556% 6863%
@ Rn’). é
1077 30 34 34 279" 24 o- =O==

/__‘—_7_- T T ?ql- 1

MY (s08) (278) 2020 22 22T 2268 2
(1,856) . * * * *
(2,986) —21.60% ——1.54% —1.53% —1.44% ——1.52%—
2016 2017 2018 2019 3Q20 2016 2017 2018 2019 3Q20
= New NPL = \Write-offs Balance =—@=NPL LLR —@=Coverage ratio =—e=Loan-loss provision ratio

Note: Peers data updated to June 2020.
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King's Town Bank

Top 1,000 World Banks 2020 - The Banker

Rank Tier 1 Assets Rank
Capital %ch. - %ch.
USS mill (US$ million)
World Taiwan ( mi Ion) World Taiwan
692 26 1,186 +8.00% 9,390 +2.66% 799 29
Rank Profi Rank Rank
) rofits
Capital on ROA
Assets Ratio Capital (After-Tax)
World Taiwan apita World Taiwan World Taiwan
12.63% 129 2 9.52% 527 8 1.20% 287 2
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King's Town Bank

1-30Q20 Financial Review

Total Assets (NT$ mm) 313,537 280,448

Book Value/share (NT$) 38.16 34.57

ROE (pretax) 13.42% 8.40%
ROA (pretax) 1.88% 1.11%
BIS Ratio 15.84% 14.70%
NPL Ratio 0.01% 0.03%
Coverage Ratio 11112% 4916%
Loan-loss Provision 159% 145%
Coverage Ratio

QFII Holdings 15.25% 18.18%
Fitch Rating A+(twn) *~ F1(twn)
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King's Town Bank

1-3QFY20 Operating Highlights

* Revenue fell 1% YoY, with net interest income increasing by 9%, net fee income increasing by 2%,
and other income decreasing by 28%. The increase in net interest income was mainly due to strong
loan growth while also helped by the widening in net interest margins on overseas bonds.

* The decrease in other income was mainly due to “expected credit losses” booked on financial
assets under the requirement of IFRS 9 accounting. The COVID pandemic-influenced economic
downturn has resulted in a downgrading of debt securities worldwide.

* Launched the “Goyee” digital account platform in the second quarter of this year. “King’s Pay”
international transfer service was introduced in the third quarter.

» Operating expenses for the first three quarters of 2020 were NT$1,418 million, an increase of 4%
from the same period last year.

* Reported after-tax net income for the first three quarters of 2020 of NT$3,685 million and EPS was
NT$3.29. ROE before tax was 13.42% and ROA before tax was 1.88%.

+ Asset quality remains sound, with our NPL ratio at 0.01% and loan-loss provision coverage ratio at
1.52%.
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King's Town Bank

1-3Q20 Revenue Breakdown

-1% YoY

Feezlg;ome Operating Expenses
’ 1,418
-2% YoY
Interest Income
61%
PPOP
4,869
Others

16%

NT$ million

80% YoY
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King's Town Bank

Quarterly Revenue and Expenses

NT$ million Quarterly Revenue Revenue ®WEBT
6,334 6,287
2 596 2,851 4214
: 1,798 2.160
1,984 1’93%.,438 1’5641’5601,028 1,8761,374 1,812 2 340
_—
(1,082)
1Q19 2019 3Q19 4Q19 1Q20 2Q20 3020 oM19 9M20

Cost to Income Ratio

26.5% 27.0%

0,
20.9% 23.3% 20.7% 21.4% 21.4% 21.5% 22.6%
..".

1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20 9M19 9M20
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King's Town Bank

Profitability

NT$ million Net Income NT$ dollars EPS
5,611
4,781 4.89
- oas 4.17
3,400 ! 3.29
2.99 '
2,878 251
2,027 I I 1.78
2016 2017 2018 2019 9M19 9M20 2016 2017 2018 2019 9M19  9M20
ROE (pretax) ROA (pretax)
——KTB —o—Peers —-KTB —o—Peers
18.22% 18.52%
5 3005 2:51%
10.26% 13.42% 1.88%
9.91%
i 10.03% 29% 1.38% L11%
- 8.40% ' o~

9.24% 8.97% 9.31% 9.38% Y70 8.40% - —— * — —
0.68% 0.67% 0.70% 0.72% 0.76% 0.64%
2016 2017 2018 2019 9M19 9M20 2016 2017 2018 2019 9M19 9M20

Note: Peers data updated to August 2020 (annualized).
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King's Town Bank

Loans and Deposits

NT$ billion Deposits ®Loans
210
174 181 189 192 187 173
155 158 155
126 145
2016 2017 2018 2019 3Q19 3Q20
Loan-to-Deposit Ratio
82.0% 82.3% 82.9% 82.4%
80.1% e - -— Y
72..4/
2016 2017 2018 2019 3Q19 3Q20




W K AR 4T

King's Town Bank

Deposit Breakdown

NT$ billion Demand Deposits m®mTime Deposits
120
106 111 106
80 81 90
2016 2017 2018 2019 3Q19 3Q20
Demand Deposits / Total Deposits
0
56.1% i 56.7% S7.1%
o— —Q
52.3% M.
.7
2016 2017 2018 2019 3Q19 3Q20
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King's Town Bank

Fee Income

NT$ million

Loan related

1,430

» Wealth management

m Remittance

1,382
1,274 ’
; 1,165
1,128 1,022
584
15
58 53 47 54 41 42
He [l TH: [
2016 2017 2018 2019 9M119 9M20
3.3% 3.0% 2.6% 2.9% 2.9% 3.0%
63.7% 71.9% 77.6% 75.1% 73.4% 81.9%
2016 2017 2018 2019 9M19 9M20
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King's Town Bank

Income Statement o
NT$ million

Net Interest Income 3,853 3,532 9%

Net Fee Income 1,422 1,393 2%

Other Income 1,012 1,409 -28%
Revenue 6,287 6,334 -1%
Operating Expenses (1,418) (1,361) 4%

PPOP 4,869 4,973 -2%
Provision for Loan Loss (655) (2,633) -75%
Earnings Before Tax 4,214 2,340 80%
Net Income 3,685 2,027 82%
EPS(Cumulative)(NT$) 3.29 1.78 85%
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King's Town Bank

Balance Sheet

Cash, CDs,
Interbank
Deposits, and 18.9
R/S
Securities 113.2
Loans 170.7
Property and

: 3.0
Equipment
Other Assets 7.7
Total Assets 313.5

12.7

106.3

152.8

2.6

6.0

280.4

49%

6%

12%

15%

28%

12%

NT$ billion

Interbank

Deposits ,

Interbank 302 AL
Borrowings

Deposits 210.3 187.2
R/P 25.8 28.7
Other

Liabilities 4.4 4.0

Total Liabilities 270.7 241.3

Shareholder’s

Equity 42.8 39.1

41%

12%

-10%

10%

12%

9%
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Key Principles of our Lending Strategy

 We are very focused on the customer who can help ROA. A lot of banks in
Taiwan want to look good in terms of size. We evaluate ourselves in terms of

asset quality, capital position, ROA and ROE.

» Client size is not our consideration, and it doesn’t affect how we pick our

customer and market segments.

« The market for SME loans is an underserved area. We target bigger SMEs or

small big corporates, many of whom already have a banking relationship with

us.
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The KTB Formula for Profitable Lending

« Stick to the industries and clients that we know best.

* Frequent communication between the branch level and KTB headquarters to
shorten the decision cycle and maximize flexibility.

« Find out client needs and goals and provide them with custom-made
financing solutions that other banks don’t provide.

» Charge fees and interest rates that reflect the risk profile of that solution.

« Watch credit costs closely.
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Focused on Loans to SMEs and Construction

Loan Composition (3Q20) Corporate Loan by Type
1.0% 1.0% 0.7% 0.9% 0.7%
NTD 0 6 A
Consumer
Loans

0
11.0% 34.6%

48.7%
55.4%

57.4% 58.1%
0
0
0 I I
0 0

2016 2017 2018 2019 3Q20

m Corporate SME
= Construction = Corporate (for Individual)
m Others
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King's Town Bank

Industry-Leading Loan-to-Deposit Spread

NIM Loan-to-Deposit Spread

-0-KTB =—e—Peers

2.26%
2.12% 2.14% 2 129

2.07%

1.78% 1-81% 1 7904 1.83% 91% 1.89%

1.72% 1.72% 1.74%

1.32% 1.32% 1.32% 1.32% 1.31%

. o o 0——0\123%

1Q19 20Q19 3Q19 4Q19 1Q20 2Q20 3Q20 1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20

Note: Peers data updated to 2Q/2020.






T R AT

King's Town Ban

A True ‘One Bank’ Culture

« KTB is sales driven & focused on providing client solutions

 To achieve this goal, we have built a culture of cooperation and frequent
communication between departments.

 Fiefdoms are discouraged. The goal is for the entire company to maximize
profits, not for individual departments to do so.

« Close, long-term client relationships are maintained at the local level, and a
premium is placed on KYC.

« Flexibility in decision-making is prioritized. This is accomplished with a flat
management structure, and an emphasis on collaboration.

 The Board of Directors sets broad targets — senior management and senior

branch personnel are empowered with the autonomy to achieve them.
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Creating Collaboration Across Business Functions

» Managers are rotated between roles and locations

« With the help of experienced staff within each department, managers are
able to quickly grasp the key KPI of each new role.

« As a result, senior managers can be rapidly trained in areas outside of their
core expertise.

» This contributes to KTB'’s flat management structure and flexibility. Managers

understand the operations and needs of other departments, making

collaboration across business functions a more likely outcome.
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Who are My Stakeholders & What Do They Want?

CLIENTS SHAREHOLDERS
o,

Rewarding work Funding to complete Attractive & Sustainable
Go home happy projects, expand their Returns

Equity ownership business scope and earn
greater profits




DISCIPLINED

INVESTMENT
STRATEGY

“If a bank does not have strong asset
quality, then its ROA is just a mirage.”
- Terence Tai, Chairman -
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The Basic Principles of KTB’s Investment Strategy

« KTB’s Treasury Department seeks to achieve attractive and sustainable long-
term investment returns while meeting the bank’s funding and liquidity needs.

* We do not set ‘hard-coded’ budgets for single year, realized returns.

 We mostly hold our bonds to maturity and hold a concentrated portfolio of
equities long-term.

« We will not invest in any financial security that we do not understand.

 Therefore, we tend to invest in simple senior company bonds, avoiding
structured products.

« We follow our holdings in bonds as if we own the company.

« We follow the companies in our equity portfolio closely — making company
visits, reviewing financial reports and following quarterly earnings.

* Our investment department will thoroughly review the prospectus of any
existing bond or new bond issue we invest in.
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Other Key Specifics of our Investment Strategy

* For each asset class, we maintain a core portfolio, then adjust size based on

market valuations.
« For Bonds, we pay close attention to re-investment risk.

« At the outset of each year, we identify the bonds set to reach maturity within
12 months. We then look for market mispricing opportunities within that year

to replace them.

* We seek attractive relative value in bonds, considering the YTM and duration

of target investments relative to similar bonds of the same rating.
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KTB Holdings in Foreign Bonds are a Proxy for FX Loans

» We consider foreign bond investments to be a type of loan, as we follow the

underlying company closely — monitoring credit risk.

« When evaluating a prospective bond, we consider the expected yield versus

our FX funding costs and the potential credit cost.
« Given the choice between syndicated loans and bonds, we choose bonds:

» We trust our research and aren’t looking for others to do it for us

» Bonds are liquid, but syndicated loans are not
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King's Town Bank

Financial Assets - Fixed Income Investments

NT$ million Domestic Average Duration —@—Average Yield
5.45 5.41 o 000
37,105 39224 37036 40406 | '
28,595
2.97
1.04% 1.08% 1.09% 1.03% 0.98%
o— —9 *——o—»
2016 2017 2018 2019 3Q20 2016 2017 2018 2019 3Q20
US$ million Overseas m=m Average Duration —@—=Average Yield
1,317 5.76% 5549  5.69% 0 A
F
1,247 1,244
1,207
] I I I I
2016 2017 2018 2019 3Q20 2016 2017 2018 2019 3Q20
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King's Town Bank

Financial Assets — Overseas

Fixed Income Portfolio (3Q20)

BB+ and By Rating By Area
Middle East
biloz)w agg/:)’e 6%
Europe
18%
BBB+~BBB-
63%
By Sector
25%
18% 18%
9% 9%
[ B = [ — -
N 2 L2 N P Q& 2 . » i @
\Q \\ . ,\\'QJ OQ O (%) . 00 \o \{b tbo (%)
° @6@ S c$‘°()\ 000 &@& %06\ Qo&s\ e Q &
(<\°
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Disclaimer

« This presentation may include forward looking statements. All statements, other than
statements of historical facts, that address activities, events or developments that
King’s Town Bank expects or anticipates will or may occur in the future are forward-
looking statements. King’'s Town Bank’s actual results or developments may differ
from those indicated by these forward-looking statements as a result of various
factors and uncertainties which are beyond our control. In addition, King’s Town Bank
makes the forward-looking statements referred to herein as of today and undertakes

no obligation to update these statements.

« The preliminary results announced today are unaudited and are therefore subject to

change.
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King's Town Bank

Our Website: www.ktb.com.tw




