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Overview PRIMARY CREDIT ANALYST
- We assess Mega Securities' capitalization has weakened to strong from very strong Jenny Lin
previously, due to the company's business expansion under a bullish market. Taipei
— Nevertheless, we assess the company's overall stand-alone credit profile remains +886-2-2175-6811
unchanged, supported by Mega Securities' better market position compared with smaller jenny.lin
brokers that have a weaker stand-alone credit profile. @spglobal.com
- We have affirmed our 'twAA' long-term and 'twA-1+' short-term issuer credit ratings on jenny.lin
Mega Securities. @taiwanratings.com.tw
— The stable rating outlook reflect our view of the likelihood that the parent Mega FHC group
would provide Mega Securities with financial support, if needed, given the company's SECONDARY CONTACT
highly strategic role within the group's business strategy. Eunice Fan
. . Taipei
Rati ng Action +886-2-2175-6818
Taiwan Ratings Corp. today affirmed its 'twAA' long-term and 'twA-1+' short-term issuer eunice.fan
credit ratings on Mega Securities Co. Ltd. The outlook on the long-term rating remains stable. @spglobal.com
eunice.fan

Ratlonale @taiwanratings.com.tw
The rating affirmation reflects our view that Mega Securities' parent, Mega Financial Holding
Co. Ltd. (Mega FHC), will provide timely financial support to the company, if needed. We base
this on our view that the securities subsidiary plays a highly strategic role within the group's
long-term business strategy to be a full financial service provider in Taiwan. Mega Securities'
underwriting business aligns with the group's strong corporate banking business and helps
provide services to the group's clients. We therefore believe there is a very high possibility that
the group would provide Mega Securities with financial support, as required.

We have lowered our capital assessment for Mega Securities to strong from very strong due to
the company's rapid business expansion. Over the past year, the company has intermittently
increased its equity related trading position, which along with expansion of Mega Securities'
brokerage business in Taiwan has lowered the company's capital strength. We measure this
by the risk-adjusted capital ratio which we assess at 10.5% as of the end of June 2021, down
from 12.2% and 16.9% in 2020 and 2019, respectively. We believe the management team will
maintain its trading appetite to enhance earnings over the next two years. This will make it
difficult for Mega Securities to improve its adjusted capital ratio back to over 15%, which is
the level we define as very strong capitalization. This is despite the company's record-high
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earnings in the first half of 2021, amid more favorable stock trading sentiment in Taiwan. In
our assessment, the company's use of earnings to enhance its capital is moderate now
because of a likely high dividend payout ratio of 70%, albeit in line with the industry practice
among brokers in Taiwan.

In our view, Mega Securities' revenue diversification, operating results and revenue stability
are all superior when compared with other small-size brokers with a weaker stand-alone
credit profile. As a result, we believe Mega Securities' stand-alone credit profile is unchanged
despite its weakened capitalization.

Outlook

The stable rating outlook reflects our view that Mega Securities will maintain its highly strategic
role in the parent Mega FHC group over the next one to two years and as such will benefit from
group financial support if needed. The ratings on the securities firm will therefore move in
tandem with the group credit profile, which highly correlates to the performance of the group's
bank subsidiary, Mega International Commercial Bank Co. Ltd. We see the bank continuing to
play a dominant role in terms of the group's overall risk profile and we believe the bank maintain
its strong capitalization over the next two years.

Downward scenario

We may lower the long-term issuer credit rating on Mega Securities if the group credit profile
weakens. We could also lower the rating if Mega Securities' importance to the group declines
significantly over the next two years. This could occur due to the company's consistently weak
performance or significant deterioration in its market position or capitalization.

Upward scenario

We could raise the rating on Mega Securities if Mega FHC improves its credit profile. We could
also raise the long-term rating if we reclassify Mega Securities as a core subsidiary to the
wider group. This would require the securities firm to increase its contribution to the group
significantly in terms of earnings and shareholders' equity; however, we view the latter to be
unlikely over the coming two years.
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Related Research
- Taiwan Ratings' Ratings Definitions — August 10, 2020

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

Ratings List

Ratings Affirmed

Mega Securities Co. Ltd.

Issuer Credit Rating twAA/Stable/twA-1+

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to themin
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.

Copyright © by Taiwan Ratings Corp. All rights reserved.
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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
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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.
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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
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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),
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