
King's Town Bank Co., Ltd.

Key Rating Drivers

Support-Driven Ratings: King’s Town Bank Co., Ltd.’s (KTB) ratings are driven by its Shareholder Support Rating (SSR) and are equalised
with the ratings of its parent, SinoPac Financial Holdings Company Limited (SPH, BBB+/Positive).

This reflects Fitch Ratings’ expectation of a high likelihood of extraordinary shareholder support, underpinned by our assessment of
SPH's intrinsic credit profile and that KTB will be an integral part of SinoPac group's banking franchise after its merger with Bank SinoPac
(BSP, BBB+/Positive) in December 2026 or January 2027.

Low Default Risk on National Scale: KTB's National Ratings are at the high end of the scale, reflecting ‘Very Low’ default risk relative to
domestic issuers. The Positive Outlook is in line with the Outlook on the Long-Term Issuer Default Rating.

Linked to Parent's VR: KTB's SSR is linked to SPH's Viability Rating (VR), as we expect that any potential support, if required, would most
likely come from the parent's internal resources.

Strong Support Propensity: SPH’s propensity to support KTB is underpinned by the planned merger between KTB and BSP. BSP is a key
subsidiary of SPH, accounting for 80% of its consolidated assets at end-2025. The combined bank will represent about 91% of SPH’s
consolidated assets on a pro forma basis. We expect the merger to enhance SPH's banking franchise in Taiwan, with cross-selling
synergies boosting business volume and diversifying its operations through a broader loan concentration and geographical presence.

Merger Benefits Franchise: We expect synergies to crystallise gradually following the merger; BSP’s expertise in retail banking and
wealth management, and KTB’s SME-focused business should enhance the combined entity’s overall franchise.

Sound Asset Quality: KTB’s impaired-loan ratio remained low at 0.03% at end-2025. The bank recorded a modest net loan write-back in
2025, as recoveries more than offset new impairment charges. We expect large loan recoveries in 2026, which should help keep overall
credit costs low.

Recurring Earnings Support Post-Merger Profitability: KTB’s operating profit/risk-weighted assets (OP/RWA) ratio was stable at 2.1% in
2025, supported by lower funding costs, despite investment losses on its bond portfolio as the bank adjusted the portfolio to align with
group investment policies. We expect the combined bank’s OP/RWA ratio to remain at about 1.5%-1.6% in 2027-2028, supported by
robust recurring earnings from net interest income and fees.

Capital Buffers Aligned with Risk Profile: The combined entity’s common equity Tier 1 (CET1) ratio is likely to decline relative to KTB
(19.1% at end-2025) following the merger. BSP’s CET1 ratio was 11.4% at end-2025, and we expect the combined entity’s CET1 ratio to
increase to around 12% because BSP will fund 75% of the KTB acquisition through new common shares issued to SPH. We expect the
combined bank will align its capital buffers with its risk profile.

Rating Sensitivities

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade

IDRs and SSR

Any negative rating action on SPH's VR could trigger a similar move on KTB's SSR and Long-Term IDR. Negative rating action on KTB's
SSR and Long-Term IDR could also result from a lower parental propensity to support if its strategic importance to the group has
declined; for example, if SPH does not proceed with the merger between KTB and BSP or if there were large reductions in SPH's
ownership stakes. However, Fitch does not expect a decline in the propensity to support to occur in the near term, considering the
integration between KTB and BSP.

KTB's Short-Term IDR could be downgraded if its Long-Term IDR is downgraded to 'BBB' or below, or if the parent's Short-Term IDR is
downgraded.

National Ratings

A downgrade of KTB's National Ratings would arise from a weakening in its overall credit profile relative to the rated universe of issuers
in Taiwan.
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Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade

IDRs and SSR

Positive rating action on SPH's VR would lead to upgrades of KTB's SSR and Long-Term IDRs, provided that the propensity to support
remains unchanged.

KTB's Short-Term IDR could be upgraded if its Long-Term IDR is upgraded to 'A-' or above.

National Ratings

A strengthening in the bank's overall credit profile relative to the rated universe of issuers in Taiwan could lead to an upgrade of its
National Ratings.

Financials
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Summary Financials
  31 Dec 2025 31 Dec 2024 31 Dec 2023 31 Dec 2022

  Year end Year end Year end Year end Year end

  (USDm) (TWDm) (TWDm) (TWDm) (TWDm)

 
Audited -

unqualified
Audited -

unqualified
Audited -

unqualified
Audited -

unqualified
Audited -

unqualified

Summary income statement          

Net interest and dividend income 199 6,249.0 6,166.2 5,859.4 6,243.0

Net fees and commissions 67 2,107.2 2,995.3 2,354.2 2,296.5

Other operating income -12 -364.5 517.1 2,723.9 -1,922.8

Total operating income 254 7,991.6 9,678.6 10,937.5 6,616.7

Operating costs 98 3,078.1 2,555.5 2,532.8 2,191.4

Pre-impairment operating profit 156 4,913.5 7,123.1 8,404.7 4,425.3

Loan and other impairment charges -32 -1,001.6 560.2 1,045.7 1,481.1

Operating profit 188 5,915.0 6,562.9 7,359.0 2,944.2

Other non-operating items (net) -33 -1,051.3 n.a. n.a. n.a.

Tax 34 1,072.6 1,539.2 1,151.9 733.8

Net income 121 3,791.1 5,023.7 6,207.1 2,210.4

Other comprehensive income 7 223.2 2,821.6 2,713.1 -5,969.6

Fitch comprehensive income 128 4,014.4 7,845.3 8,920.2 -3,759.2

           

Summary balance sheet          

Assets          

Gross loans 7,259 228,197.3 243,136.4 233,708.4 245,911.5

- Of which impaired 2 57.3 56.3 69.5 70.4

Loan loss allowances 100 3,136.6 3,168.9 3,622.2 3,576.5

Net loans 7,159 225,060.6 239,967.5 230,086.2 242,335.0

Interbank 748 23,529.3 23,509.4 16,458.3 15,206.4

Derivatives 0 14.5 9.2 52.8 7.4

Other securities and earning assets 2,883 90,631.6 102,527.5 103,594.3 97,957.9

Total earning assets 10,791 339,236.0 366,013.6 350,191.6 355,506.7

Cash and due from banks 399 12,548.7 4,597.0 13,328.3 5,107.9

Other assets 716 22,495.6 22,258.7 20,828.2 19,372.2

Total assets 11,905 374,280.4 392,869.3 384,348.1 379,986.8

           

Liabilities          

Customer deposits 9,264 291,248.8 296,669.3 297,684.9 283,510.0

Interbank and other short-term funding 439 13,803.0 37,258.8 31,341.3 49,597.1

Other long-term funding n.a. n.a. n.a. n.a. n.a.

Trading liabilities and derivatives 1 26.4 16.3 35.9 35.2

Total funding and derivatives 9,704 305,078.2 333,944.4 329,062.1 333,142.3

Other liabilities 463 14,561.6 4,298.8 5,171.4 4,427.8
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Preference shares and hybrid capital n.a. n.a. n.a. n.a. n.a.

Total equity 1,738 54,640.5 54,626.1 50,114.6 42,416.7

Total liabilities and equity 11,905 374,280.4 392,869.3 384,348.1 379,986.8

Exchange rate   USD1 =
TWD31.438

USD1 =
TWD32.781

USD1 =
TWD30.735

USD1 =
TWD30.708

Source: Fitch Ratings, Fitch Solutions, KTB

 

 

Key Ratios
Ratios (annualised as appropriate) 31 Dec 2025 31 Dec 2024 31 Dec 2023 31 Dec 2022

Profitability        

Operating profit/risk-weighted assets 2.1 2.1 2.3 0.9

Net interest income/average earning assets 1.8 1.7 1.6 1.9

Non-interest expense/gross revenue 38.5 26.4 23.2 33.1

Net income/average equity 6.7 9.6 13.6 5.0

         

Asset quality        

Impaired loans ratio 0.0 0.0 0.0 0.0

Growth in gross loans -6.1 4.0 -5.0 17.4

Loan loss allowances/impaired loans 5,471.1 5,628.6 5,211.8 5,080.3

Loan impairment charges/average gross loans -0.2 0.2 0.0 0.1

         

Capitalisation        

Common equity Tier 1 ratio 19.1 16.1 15.4 12.9

Fully loaded common equity Tier 1 ratio n.a. n.a. n.a. n.a.

Fitch Core Capital ratio n.a. n.a. 15.6 13.0

Tangible common equity/tangible assets 14.5 13.8 13.0 11.2

Basel leverage ratio 13.8 12.8 12.6 10.7

Net impaired loans/common equity Tier 1 -5.8 -6.0 -7.2 -8.3

Net impaired loans/Fitch Core Capital n.a. n.a. -7.1 -8.3

         

Funding and liquidity        

Gross loans/customer deposits 78.4 82.0 78.5 86.7

Gross loans/customer deposits + covered bonds n.a. n.a. n.a. n.a.

Liquidity coverage ratio n.a. 177.2 215.1 114.1

Customer deposits/total non-equity funding 95.5 88.8 90.5 85.1

Net stable funding ratio n.a. 143.2 145.0 130.2

Source: Fitch Ratings, Fitch Solutions, KTB
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Support Assessment

The colours below indicate the influence of each support factor in our assessment. 
Influence: Light blue = lower; Dark blue = moderate; Red = higher

Our assessment of shareholder support for KTB is influenced primarily by the bank’s role in the group. KTB is expected to merge with
BSP, a core subsidiary of SPH, in December 2026 or January 2027. This acquisition is likely to strengthen BSP’s overall banking franchise
in Taiwan, particularly in southern Taiwan and in SME lending as well as the property sector. Furthermore, SPH’s strong propensity to
support KTB is underpinned by significant reputational risk, as we view KTB as an integral part of SPH in light of the forthcoming merger
with BSP.

Subsidiaries and Affiliates

Criteria Variations
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Environmental, Social and Governance Considerations

The highest level of ESG credit relevance is a score of '3', unless otherwise disclosed in this section. A score of '3' means ESG issues are
credit-neutral or have only a minimal credit impact on the entity, either due to their nature or the way in which they are being managed
by the entity. Fitch's ESG Relevance Scores are not inputs in the rating process; they are an observation on the relevance and materiality
of ESG factors in the rating decision. For more information on Fitch's ESG Relevance Scores, visit
https://www.fitchratings.com/topics/esg/products#esg-relevance-scores.

Ratings
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Foreign Currency

Long-Term IDR BBB+

Short-Term IDR F2

 

Shareholder Support Rating bbb+

 

National Rating

National Long-Term Rating AA-(twn)

National Short-Term Rating F1+(twn)

 

Sovereign Risk

Long-Term Foreign-Currency IDR AA

Long-Term Local-Currency IDR AA

Country Ceiling AAA

 

Outlooks

Long-Term Foreign-Currency IDR Positive

National Long-Term Rating Positive

Sovereign Long-Term Foreign-Currency IDR Stable

Sovereign Long-Term Local-Currency IDR Stable

 

 

ESG and Climate

 

Highest ESG Relevance Scores  

Environmental 2

Social 3

Governance 3
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Applicable Criteria
Bank Rating Criteria (May 2026)
National Scale Rating Criteria (December 2020)

Related Research
Fitch Revises Outlook on SinoPac Financial Holdings and Subsidiaries to Positive; Affirms at 'BBB+' (May 2026)
Taiwan Banks’ SME Loans to Benefit from Reduced Economic Uncertainty (March 2026)
Taiwan Banks’ Performance Supported by US Trade Agreement (January 2026)
Taiwan Banks’ Property Loan Quality Remains Resilient amid Softer Prices (July 2025)
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SOLICITATION & PARTICIPATION STATUS

For information on the solicitation status of the ratings included within this report, please refer to the solicitation status shown in the
relevant entity's summary page of the Fitch Ratings website.

For information on the participation status in the rating process of an issuer listed in this report, please refer to the most recent rating
action commentary for the relevant issuer, available on the Fitch Ratings website.

FORECAST DISCLAIMER FOR FINANCIAL INSTITUTIONS

Any forecast(s) in this report reflect Fitch's forward view on the issuer’s financial metrics. They are constructed using a proprietary internal
forecasting tool and based on a combination of Fitch's own performance assumptions, macroeconomic forecasts, sector-level outlook
and issuer-specific considerations. As a result, Fitch's forecasts may differ materially from the rated entity’s forecasts or guidance and
may not reflect the assumptions that other market participants may make. To the extent Fitch is aware of material non-public information
with respect to future events, such as planned recapitalisations or merger and acquisition activity, Fitch may not reflect these non-public
future events in its published forecasts. However, where relevant, such information is considered by Fitch as part of the rating process.

Fitch may update the forecasts in future reports but assumes no responsibility to do so. Original financial statement data for historical
periods may be processed by affiliates of Fitch, together with certain outsourcing services. Key financial adjustments and all financial
forecasts credited to Fitch Ratings are generated by its employees.

Fitch's forecasts are one component used by the agency to assign a rating or determine an Outlook. The information in the forecasts
reflects material but not exhaustive elements of Fitch’s rating assumptions for the issuer’s financial performance. It cannot be used to
establish a rating, and it should not be relied on for that purpose.

DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these limitations and disclaimers by
following this link: https://www.fitchratings.com/understandingcreditratings. In addition, the following
https://www.fitchratings.com/rating-definitions-document details Fitch's rating definitions for each rating scale and rating categories,
including definitions relating to default. Published ratings, criteria, and methodologies are available from this site at all times. Fitch's code
of conduct, confidentiality, conflicts of interest, affiliate firewall, compliance, and other relevant policies and procedures are also available
from the Code of Conduct section of this site. Directors and shareholders' relevant interests are available at
https://www.fitchratings.com/site/regulatory. Fitch may have provided another permissible or ancillary service to the rated entity or its
related third parties. Details of permissible or ancillary service(s) for which the lead analyst is based in an ESMA- or FCA-registered Fitch
Ratings company (or branch of such a company) can be found on the entity summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from issuers and underwriters and
from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its ratings methodology, and
obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of
Fitch's factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and its issuer, the requirements and practices
in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and nature of relevant public information, access to the management of
the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering
reports, legal opinions and other reports provided by third parties, the availability of independent and competent third- party verification sources with respect to the particular
security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings and reports should understand that neither an enhanced factual
investigation nor any third-party verification can ensure that all of the information Fitch relies on in connection with a rating or a report will be accurate and complete. Ultimately, the
issuer and its advisers are responsible for the accuracy of the information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings and its
reports, Fitch must rely on the work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal and tax matters. Further, ratings
and forecasts of financial and other information are inherently forward-looking and embody assumptions and predictions about future events that by their nature cannot be verified
as facts. As a result, despite any verification of current facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at the time a rating or
forecast was issued or affirmed. Fitch Ratings makes routine, commonly-accepted adjustments to reported financial data in accordance with the relevant criteria and/or industry
standards to provide financial metric consistency for entities in the same sector or asset class.

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any of its contents will
meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and reports made by Fitch are based on
established criteria and methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective work product of Fitch and no individual, or
group of individuals, is solely responsible for a rating or a report. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically
mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individuals identified in a Fitch report were involved in, but are not solely
responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for the
information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings may be changed or withdrawn at any time
for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not
comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security.
Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable
currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a
single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by
Fitch shall not constitute a consent by Fitch to use its name as an expert in connection with any registration statement filed under the United States securities laws, the Financial
Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution,
Fitch research may be available to electronic subscribers up to three days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no. 337123) which authorizes it to provide
credit ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to be used by persons who are retail clients within the meaning of the
Corporations Act 2001.

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization (the "NRSRO"). While certain of the
NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO (see
https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings issued by those
subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may participate in determining credit ratings issued by or on behalf of the NRSRO.
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