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- Weview First AMC as a strategically important entity to Taiwan-based First FHC group.
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— We believe First AMC has very strong capitalization relative to its risk profile and adequate +886-2 8722-5816
funding & liquidity benefiting from implicit support from the financially stronger parent jack.yang

group. However, the company's limited operating scale and higher growth appetite in the @taiwanratings.com.tw
cyclical real estate sector partly counterbalance these strengths. jack.yang

— We are assigning our 'twA+' long-term and 'twA-1' short-term issuer credit ratings to First @spglobal.com
AMC.

— The stable outlook on the long-term rating reflects our stable outlook on First FHC and our SECONDARY CONTACT
expectation that First AMC will maintain its very strong capitalization and strategically

important group status over the next two years. Yuhan Lan
Taipei
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Taiwan Ratings Corp. today assigned its 'twA+' long-term and 'twA-1" short-term issuer credit @taiwanratings.com.tw

ratings to First financial Assets Management Co. Ltd. (First AMC). The outlook on the long-
term rating is stable.

yuhan.lan
@spglobal.com

Rationale

The ratings on First AMC reflect our view of implicit support from the company's financially
stronger parent, First Financial Holding Co. Ltd. (First FHC) group. The ratings also reflect
First AMC's very strong capitalization and adequate funding and liquidity supported by the
group. However, these strengths are partly offset by the company's limited operating scale
and relatively aggressive growth appetite.

External support: Parental support as a strategically important subsidiary

We expect First AMC to receive timely and sufficient support from the parent group, given the
asset management company's strategically important group status. We view First AMC's
business to be in line with the group's strategy of offering its clients full-scale financial
services. First AMC has helped the group's collection of non-performing loans (NPLs) and
offers more execution flexibility to engage in property investment and urban renewal
business. First FHC fully owns First AMC and the subsidiary's reputation is closely linked with
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that of the parent group, given the same name and logo. This supports our assessment of First
AMC's strategic importance, despite the company's comparatively limited financial
contribution to the parent group.

Anchor: 'bb+' anchor for finance companies operating under financial holding companies in
Taiwan

Our 'bb+"anchor for First AMC reflects the company's business focus as a finance company
(FINCO) in Taiwan. FINCOs that are regulated by Taiwan's Financial Supervisory Commission
(FSC) generally have an anchor of 'bb+', which is two notches below Taiwan's bank anchor and
reflects our view that FINCOs face higher economic and industry risk than banks. We believe
that FINCOs under the jurisdiction of the FSC operate under the same framework as banks,
albeit a less comprehensive one. These FINCOs follow prudent financial requirements set by
the FSC, but with reporting standards less robust than those for banks.

In addition, the reliance of Taiwan FINCOs on wholesale funding and the lack of direct access
to central bank funding weaken their risk assessment compared with banks', because banks
benefit from retail and diversified funding sources. This is despite the fact that Taiwan-based
FINCOs in general have adequate profit margins and the market shares for leading players are
relative stable, suggesting a certain level of entry barriers.

Business position: Weak business position with relatively small operating scale

In our view, First AMC's limited market presence in the domestic financial market constrains
its business stability. First AMC is the management vehicle for the First FHC group's troubled
assets, and was setup by the group to take care of its nonperforming loans (NPLs). As of the
end of 2019, NPL-related business was First AMC's key business and contributes around 65%
of its total revenue. In addition to the stable cash inflow from the company's NPL-related
business, First AMC expanded in to real estate investment by 2011 and urban renewal
businesses in late 2018 in order to diversify its revenue portfolio.

Although First AMC's business lines are reasonably diversified, its operating scale is relatively
small compared with other domestic FINCO peers'. We believe the company's scale
disadvantage could weaken its bargaining power and makes it less resilient during periods of
market volatility. As of the end of 2019, First AMC has total assets of New Taiwan dollar (NT$)
3.25 billion, which is much smaller than most other domestic FINCOs' and limits our
assessment of the company's business position in the weak category.

Our assessment also reflects our view that First AMC has a stable and experienced
management team. In addition, we believe the management team has sufficient expertise to
manage its relatively new urban renewal business.

Capital and earnings: Very strong capitalization to support business growth

First AMC's capitalization is very strong relative to its risk profile, in our opinion. The
company's risk-adjusted capital (RAC) ratio was 31.8% by 2019, which is much higher than
the 15% threshold of our very strong assessment for capital and earnings. That's despite our
expectation that the company could pursue higher business growth in real estate investment
and urban renewal business over the next one to two years which may heavily consume its
capitalization.

With regards to its solid capital buffer, we expect First AMC to maintain its RAC ratio well
above 15% over the next one to two years. Our major assumption in this base case scenario
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includes 10%-20% asset growth each year, given the company's expansion in real estate
investment and urban renewal business and 90% cash dividend payout ratio. The forecast
also reflects our application of an above-average corporate-risk charge associated with First
AMC's increasing risk exposure in the real estate sector when we analyze the company's risk-
adjusted capitalization.

First AMC's return on average assets was 3.56% by 2019, which is higher than for most
domestic financial institutions at the same time. We expect First AMC to maintain its
satisfactory profit margin over the next two years.

Risk position: higher growth appetite in cyclical real estate related business

We consider First AMC's risk position to be moderate, which mainly reflects the company's
higher growth appetite in its real estate investment and urban renewal loan business. Given
the management team expects to enlarge its urban renewal business to become First AMC's
third largest business line, we believe there will be a relatively higher growth in this business
line over the next one to two years. Moreover, First AMC has demonstrated a strong appetite
toincrease its real estate investment. We believe the company's growth appetite will drive up
its total assets, with growth at a pace much higher than that of other domestic FINCOs.

In addition to higher asset growth, the company's risk exposure is also likely to increase as it
focuses on the real estate sector. We believe this will result in additional capital volatility
during market downturns, given the real estate sector's cyclical feature, which we have also
reflected in our assessment of the company's risk position.

Funding and liquidity: Adequate with potential group support

We assess First AMC to have an adequate funding and liquidity profile despite the risks from
its reliance on wholesale funding, which we view as sensitive to market liquidity and less
stable than retail funding for local banks. Our assessment also reflects our view of First FHC
group's adequate funding and liquidity, which can support First AMC, if needed. First AMC has
diversified unsecured credit lines with average utilization of around 35%, although we expect
the company's credit line usage to increase amid its business expansion over next one to two
years. Considering the ample liquidity in the domestic capital market and potential support
from its parent group, we believe First AMC will maintain an adequate funding and liquidity
profile over the next one to two years. We do not expect the company to face any urgent
unexpected liquidity needs over the same period.

Outlook

The stable outlook on First AMC mainly reflects our expectation that the company will remain a
strategically important entity of First FHC group over the next two years. The outlook also
reflects our expectation that the credit profile of the group's core banking subsidiary, First
commercial Bank Ltd. as well as First AMC's stand-alone credit profile, will remain stable over
the same period.

Downward scenario

We may downgrade First AMC if its stand-alone credit profile weakens, which may result from
deterioration in its capitalization due to aggressive business expansion. A RAC ratio below 15%
would indicate such deterioration.
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Upward scenario

We may upgrade First AMC if the company demonstrates material improvement in its operating
scale while at the same time maintaining reasonable profitability. We could also upgrade First
AMC if the company's importance to the parent group further strengthens. This would be shown
by a higher capital representation or profit contribution to the group; however, we believe this
scenario to be remote over the rating horizon.
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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.

Copyright © by Taiwan Ratings Corp. All rights reserved.

rrs.taiwanratings.com.tw

October 14,2020

4



Media Release: First Financial Assets Management Co. Ltd. Assigned 'twA+/twA-1'; Outlook Stable

Copyright © 2020 by Taiwan Ratings Corporation (TRC). All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of TRC.
The Content shall not be used for any unlawful or unauthorized purposes. TRC and any third-party providers, as well as their directors, officers, shareholders, employees
or agents (collectively TRC Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. TRC Parties are not responsible for any errors or
omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the
user. The Content is provided on an "as is" basis. TRC DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES
OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall TRC be liable to any party for
any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation,
lostincome or lost profits and opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
TRC's opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. TRC assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. TRC does not act as a fiduciary or an investment advisor except where registered as such. While TRC has obtained information
from sources it believes to be reliable, TRC does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.
Rating-related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not limited to, the
publication of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, TRC
reserves the right to assign, withdraw or suspend such acknowledgement at any time and in its sole discretion. TRC disclaims any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

TRC keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of TRC may have information that is not available to other TRC business units. TRC has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

TRC receives compensation for its solicited ratings and certain analyses, normally from issuers, originators, arrangers, or underwriters of securities or from obligors. TRC
reserves the right to disseminate its opinions and analyses. TRC’s public ratings and analyses are made available on its Web sites, www.taiwanratings.com (free of charge),
and rrs.taiwanratings.com.tw (subscription), and may be distributed through other means, including via TRC publications and third-party redistributors. Please click here
for any other conflict of interests that may affect the credit rating as requested by the regulator.
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