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K. H. King, Chairman
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The strong U.S. economic expansion in 1994 stir-
ted up global economy to grow by some 3%. Thanks
to the recovery worldwide, the domestic economy has
been improving steadily. Exports for the second half of
the year have registered a record performance while the
industrial output indices were soaring along and the in-
vestments from the private sector, Chinese overseas and
foreign nationals have also considerably increased. Ac-
cording to the statistics from the Directorate General of
Budget, Accounting and Statistics of the Executive Yuan,
the economic growth was 6.51% for 1994, up by 0.2%
over 1993.

The appropriate monetary policy adopted by the
authorities concerned and the steady inflow of foreign
capital, both of which made funding much easier were
advantageous to the operations of bills finance com-
panies. Thetefote, our performance, as a whole, was con-
sidered good despite fierce market competition. There
wete quite some growths in our main businesses such as
guarantee, underwriting, primary purchases and trading
of bills and bonds. As for surplus, net profit was NT$
1.91 billion exceeding the target by NT$ 630 million,
incteased by NT$ 420 million or 28.42% compared with
NT$ 1.49 billion for 1993. In spite of the high capital
of NT$ 9.211 billion, net profit per share was NT$ 2.08
which is regarded as fair in a keen competition market.

As regards the distribution of the surplus for 1994,
WE sec It ot proper to over-increase our capital in con-
sideration of the transition of our operations following
the eventual overall opening -up of the bills market and
difficulties that we are facing in expanding the scope of
our business items at this stage. Consequently, the Com-
pany decided to capitalize the capital teserves of previous
year for a sum of NT$ 451.3 million with the ap;
propriated earnings of NT$ 581.4 million to increase the
capital to NT$ 10.234 billion. The Board of Directors

has to submit the proposal of capiral increase for dlscus* """

sion at the 1995 shareholders' meeting. =

In compiling the budget for 1995, we tonunued&\ _
pushing ahead to further the business of guarantee and
trading of bends, both are expected to grow to 2 proper




L

exteat. Yet as considering the fact that new bills finance
compantes will successively start operatung in the first
semester of 1995 and that banks will engage in entire
bill business from August making the objective situation
disadvantageous to professional dealers, we were rather
cautious to compile the budget. It is estimated that net
profit will be NT$ 1.4 billion to grow by 10.66% over
the NT§ 1.28 billion for 1994. Based on the performance
of the first quarter, the annual rarget should be reached
as planned.

Although financial liberalizarion is a worldwide
trend, but while implementing, steps should be set
depending on the requirement of the objective environ-
ment at home. As the competent authorities have been
carrying out the policy of opening up the entire bills
market, it does marter to the development of the money
matket functions and to the effective execution of the
maonetary policy of the Central Bank. To promote ad-
vantages and to remove ircegularities along should be in
astep in the course of the market opening-up. Relative
laws and regulations should be thorough and  fire-wall
should be set up between banks and bills dealers, so that
a well-balanced development of financial environment
can be maintained. Fierce competition is anticipated with
the market to be opened up. At present time, the
authorittes concerned should proceed as an urgent task
to the necessary system reform and renovation so as to
molding a genuinely fair and reasonable financial in-
dustry. For long-term development, apart from having
adjusted framework and having mapped out a business
plan with a view to rzising competitiveness, we have set
up an ad hoe panel o study long-term strategy towards
positioning our role i the future financial market and
secting the course of business development.

Looking ahead of the 1995 economic climate, the
global economy will gradually pick up in the wake of
improving economy of the major industrial nations. The
International Monetry Fund forecasis the growth of
world economy to be 3.6%, which is favorable to export
and helps to spur the willingness of the domestic invest-
ment. Besides. as the government continues pushing
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T. L. Chen, Vice Chairman

various constructions and is actively embarking on estab-
lishing Asta Pacific Operations Center, the local finan-
cial industry still enjoys much room for development.
Notwithstanding the operational hardships ahead, both
the management and staff have reached the consensus
of endeavoring for long-term development of the com-
pany. Various operation strategies will be put into ef-
fect step by step to cope with the vicissitude of the market
and to safeguard the intetests of our shareholders. May
we solicit your continuous support and guidance so as
to pull together for the brighter prospect of the Company.

K.H. King /S
CHAIRMAN M/éﬂ—%

“T.L. Chen

VICE CHAIRMAN _— 2y







AT AN R T PSP L S BN M T IO B T
A X 0 ST o Ay i B 3 Al TR
CAE I N I NS AN (3 M Y LR S = S S
SRS FE - R PR O - Rk S S L 0]
U]~ R ATEREE IR DA LE 415 30 L L A T A o
R R N SRR TR (152 S0 S URRRE ST R LT R
PR LN 1 ASTR b s A B e e DY

SR TR AL G S M - R AL TR f
L PR eh e AR U DR - A RLLEEE - 1R
TR T T R CS R ST - [ Dot R LN RS (R T S
DRSNS R R SN by B [T I ht S BT S R
R DRI R RV v BT TR B LE U RN (U R S o 3 AN M
JUET e 05 AT+ BN S R e T - f
[ RS o O 5 AN R R M T &
S1% N | R I 0.2 T,
T R TS 11620 Xl

O L T TR A R B FYRNE s AR R TV S €
s T A gty R RN 5 (R
e b E TR s TR P R 1T D - i
Hij - PR LE T0%, + A ey - bl DAL LR g
T g Dy T A T L X B b IR

P14 v i AT B A A i IR i
T R A A HTE (U S 8~ bl TR Tl I -
fridpciesm o SRR LU e TS 0 e L
NG T R Lol o] S I PO T I A s T FT I
P PY R P A L AT s WSRO LT i 2
HE S H R - 0BT el - e

KA SR T IR P+ Y AN R R i e U PR
NN SR AR BN AR S THTTR A 4 1E1]| AL C BN L TR AY
IS ERTE S o JETEAR IR IE S TL I RO R Al S PR 1Y
PSS P < RIS LRI AT R - T e
H R IR R R hia T S B AT RS PEF PR L Sl A S
W LIV IJH|..r‘fE.i"fr sl M
(P UE PR - TR L S A o B g it
AN T BRSO I MR
SN s SRS TTAS R A AP LAY DT S2hD
PR L+ el ]IS A o TR AR R RENE - L A
ETERRT e e T RV E -1l N I o S ) DR W | 3 T MR ST A L1
Bl At ity e 1o D] e R i -

il L

ORI RN

¥eal -

U

1904 was 1ne vear in which the world economy showed the sign
of improvement. The strorg U.S. economic expansion brought along
global economic recovery and gradual pick-up of severe recession in
Europe and Japan since Warld War II. Paces though are encouraging
and sometimes discouraging. tecovery direction 1 cerrain. Global
ceonomy growth is expected 1o be 3%, [n Taiwan, the sitcation has
been steadving from depression in early 1994, Exports wete not doing
well in the first quarter and economic growth was revised downward.
From the second quarter on. thanks to global recovery, there were stgns
of improvement for exports which broke records onc after another in
the second hatf of the year. Industrial production indices kept nsing.
new arders receved by manufaceurers increased by two digus, and in-
vestments from the private sector, Chinese overseas and foreign na-
nionals increased 1o a large exiene, all of which contributed wapparent
econamic growth at home, After green signals appeared for mine
months. signals have tuened vellow and red since September 1994 in-
dicating gradual warm-up. Based on the staustics of the Directorate
General of Budger, Accounting and Stanstics, Execurive Yuan (the
Cabinen). the teal economic growth rare in 1994 was 6.51% . shghely
up b 0.2% over 1993, and per capia GDP reached USH 11.629.

In terms of trade, rotzl exports of 1994 were US$ 93 hillion, up
by 9 4% over 1993 1otz imports were US$ 85.3 hillion, ap by 10.8%
over 1993 Total exports and tmponts reached US$ 178.3 billion, in-
creased by 10% over the preceding year, doing remarkably well. With
the gap between expons and imports growth narrewing down, trade
surplus reached USS 7.6 billion. decreased by 4.1% over 1993. Reduc-
zion became slow and overall trade imbalance tmproved considerably.
Howevet, new highs were scen 1 surplus wich Hongkong and deticit
with fapan thus deteriorating regional imbalance for which something
has 1o be done. Compated with ether regions in Asia, Taiwan ranks
the fourth among the toar livde dragons of whom Singapore enjoys
hooming transshipment and South Korea is a fierce competitor in terms
of exports. Nevertheless, Tawwan is the only country among the four
enjoving trade surplus offering consolation.

Thete have been upheavals in international financial markees 1n
1994. To ease inflatronary pressure, the United States rased short-term
nterest rates on six occasions thereby causing world interest rates
climb and bringing impact on securities and bond markets. Converse-
Iy, 1o mildly stmulare economuc growth, che Central Bank of China
adopred adequare loose monetary policy in the first half of the year.
Owverseas funds kepe flowing into Taiwan. the funds market was quire
liquid. both prices and volume in the stock marker went up, and there
was a trend of New Taiwan dollar devaluation. In the second half of
the vear. Dr. Kuo-shu Liang. the new Central Bunk governor. made
public the dicection of the policv of stabilizing financial order and serting
courses of outlets of funds. The purpose was o contral money supply
and commodiry price movement and to enhance measures of digesting
funds Because of uncertainty about future monetary polivy. funds
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{RERSRT TR 21 » ﬂiﬁmu‘ﬁ@éﬁﬁiﬁmﬁi’!ﬁﬁ& F1) ﬂﬁ{iﬁ utilization became conservative, the market lacked stabilization, and
\ FlE B - FL T 5 e AR T PR AR mﬁfgpgﬁ_ short-term rates were affected on a large scale. Following the Central

. . e IR Bark's relaxing the measures and its urging the banks to reduce in-
I B SR R AL - R RTRE T - tefest rates, bank reserves heightened and interest rates came down.

(LR T e AP T AR © Positively speaking, the Central Bank, to stabilize finance and 1o ac-
R AN (i e B - :l:;a::e Srome:ing financial liberalization, has adopred the following
(AL 5 O A S AR A s B S 1. Increasing the upper limit of averseas investments in domestic
(BRI BRI R A £ 5 97 380 SRR 7 stock market. . .
2. Deregulating rescrves of foreign currency deposits.

(5)HH I FOEN G 3 A PR SO L 3, Deregulating non-teserve requirement for redeposit by credit
OV ML oA DA FEAK Tl BRI © cooperativs. . _

- ) o _I _ 4. Opening investments of foreign nationals and Chinese overseas
(7 M SN e O T B PR T R S in establishment of commercial banks.
(RVHRTT 77 S B R TE I A 5. Opening investment of postal savings in interbank market.

6. Promulgating criteria of participation of credit cooperatives
in interbank market.

. Expanding seed funds in forcign currency intetbank market.

. Changing tenor from ten days to one month for deposit of
bank resetves.

(OB ET AT EL AT ) |
(0)=2 1 MR SR TR 71 £ (AR AR A |
(ILEE Bt A RAE R R AELRE T -

-

(2=

B A PP T R » ST B AR R 9. Relasing contral of capital movement,
BARESS + [REE ) 1 L RO A A R 2 0 - R 10. Raising on three occasions limits of balances of external debrs
’ o ) | o R ' of banks.
11. Enforcing system of negotiation of lirge-sum deposits.
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Maney Market Rates 1992~1994
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JBverall e funds gficket has been in a liquid sae. Except in
tMaggly partirihc g, August and September, shore-term rates mov-
ed upward, TEY wandered downward in the rest of the year. Take 1-30
day short-term balls, fot instance. The big seasonal demand led the
inerest rates o reach owo-digit mark and o once even the bighest 11%.
The Central Fank relaxec monetary policy after March and incerest rares
became sieadily fluctuaring around 6% Beginning the second half
of the year, the Central Bank, to strectly control the annual increase
rate of money supply within the policy rarget area. tended to be cautious
of its policy, leading 1o tising interest rates fiom 6% all the way
a high of 11% in August. The poliev becoming evident in che fourth
quarter, short-term rates came down to a new low of 3.5% averaging
some 7.1% tne whole year and up by 0.1% over 1993 and showing
a hquid marker. Average inerest rates of major mstruments for 1994
are tllustratec in the ¢haee an the preceding vage,

As far as business velume of the money market s concerned. ac
vivities of the businesses became vigorous and ligudity made ineres
rates decline. Trading volume was inceased. Considerable growth was
seen in the prmary and secondary markets. Commercial paper was the
bulk and its valume of issuance reached 2 new high. Other tpes of
instrument, though, declined to different degrees presenting wo ex-
tremes. The sranstics of the Bulls Finance Association indicates a total
volume of NT$ 5.201.5 hillion worth of commercial paper for 1594
increasing by 33% over the preceding vear; vear-end outstanding
balances at NT$ 9364 billion. up by a small 3% over the end of 1097
and accounting for 43 % of all types of bills in the money market. The
market scale has been fast expanding topping other instruments. Ac-
cording to the Central Bank. banks engaging in sccondary markel
business has been making all-out eftores in solicrieng bankers accep-
tanee drafts which volurne for the whole vear has reached NT8 1.144.¢
billion, up by 38% over the preceding vear. Under keen competition,
bankers acceptance drafts created by the three bills finance corpora-
tions toraled NTS 179.4 billion, down by 7% over 1993 year-end
outstanding balances were NT$ 192 2 hillion, up by 36% over the
preceding yvear. Because of high liquidity in the banking sysiem. banks
are Jess willing to use negotiable certificates of deposit as a means w
raise funds, the volume of issuance has been drastically reduced 10 NT$
1,034 4 billion, declined by 15% over 1993, Primary purchases of the
instruments by the three hills finance corporations trom issuing banks
and genetal clients amounted 1o NT§ 3345 billion zecounting for 32%
of the total volume issued and decreased by 32% 1 volume purchas-
ed; vear-cnd outstanding balances were NT$ 4405 billion. increased
by 21% over the preceding vear. Total volume of Treasury bills issued
was NT$ 50 bellion, decreased by 17% over 1593 vear-end outstan-
ding balances decteased 0 NT3 15 billion.

Transacuions kept being active, zs financial instirutions and enter-
prises were still so willing o urilize shore-term funds from the loose
market. Trading volume of all the bills companies for 1994 was
calculated at NTS 23,647 billion, increased by 12% over 1993,

The world economy for 1995 will improve, along wih that of
leading industrial nations. The Internatonal Monezary Fund forecasts
the 1995 growih o be 3.6% . which helps Taiwan's booming expors
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and its production upgrading. Besides. private investments and con-
sumpiion are on the rise. The government is carsving out infrastruc
wre programs and planning serting up the Asia Pacific Operations
Center showing that the domesuc economy will cantinue growing steadi-
Iy as in 1994, Some phenomena, though. are worthy of note. The lop-
sided region of rade, export volume being ranked the bottom among
the four little dragons, lagging behind in global competitiveness, and
suagnancy of public spending, for all of which impravement has 1o be
made While Taiwan's political and economic structures are under
transformation, far-reaching effect will be brought o it depending or
whether it can participate in international trade organizations as planned
and how the relanonship hetween both sides of the Stra:t develops
Taiwan should take advantage of the recovery at home and abroad to
improve production struciure and compentiveness to expand its marke:
shares of the world. 50 4s 10 create anothee peak. A 6.72% groweh rate
is forevasted for 1995 by the Directorate General of Budget, Accoun-
ting and Stavstcs. Executive Yuan (the Cabiner),

In the wake of global cconomic pickup and influenced by rising
world prices of raw matetials. Taiwan will face the pressure of cost and
import inflation. in addizion 1o public wiilities charges which seem ris-
ing. Taiwan's joining werld wrade organizations, market opening and
tanff reduction will ease imporzed commodity prices. The base penod
of consumer price index for 1994 is comparatively high which is helpfi]
to nsing cost On the other hand, the loose monetary policy of the
major nations is nearing the end, and there is 2 sign of nsing wocld
wnerest rates which will effect that of Taiwan. The domestic recovery
and funds wilizazion for the infraseructures mentioned will increase
demand making pressurz of high interest rates unavoidable. Huge ex-
part surplus was accumulared following fast increase of export in the
second half of 1994 and infusion of overseas funds enlarged money
supply. Under the premises of controlled money supply and steacy
commadity prices. the Central Bank's mild monetary policy is not ex-
pecred to be shified thereby alleviating interest rate fluctuation. As
New Tawan dollar exchange rates arc gerting stronger reflecting
cconomic development base. w15 anicipated that there is room for
small percentage of appreciation

With the booming meney market and diversifying financial in-
dustey. the comperent auchaorities promulgated *“Measures Governing
Belts Operators " o regulate bills matket operations allowing much wider
level of participation; however, the way of opening up the marker has
quite something to do with development of market function and ef-
ficacy of monetary policy of the Central Bank bringing impact on the
enuire financial environment. [t is hoped that in the course of lberaliza-
won, relative rules and tegulations can be enacted, considering the entire
financial competition, 3o s to build a benign rivaley emvironment. Tn
the meantime. our company will keep pace with the policy trend. pay
c.ose artention (o market movement, aggressively explote business, cope
with drastic changes. dimely adjust strategies, and set marker position
fur the putpose of long-tetm development,
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The trend of interest rates in the money market was steady in the
first six months of 1994, and although it went upward temporatily in
the second half of the year, in general, funds situation was liquid and
bills transactions were active. Underwriting and primary purchases of
bills for 1994 grew by 33% over 1993, with commercial paper main-
waining a high growth. Secondary matket transactions woraled NT$
9,814.3 billion, up by 27%. Credits were extended up to NT§ 1,225.2
billion, increased by 43% over 1993. Operating results are as follows:

1. Underwriting of Commercial Paper:

In 1994, our company underwrote 31,997 package issues of com-
mercial paper on behalf of industries and businesses amouatiag o NT$
1,968.1 billion with number of issues and amount increased by 28%
and 44% , respectively, over 1993. Of the guarantees, IBFC accounted
for the most, 61.7% of the total amount; followed by banks, 19.5%;
trust companics, 6.7%; with the remaining 12.1% not requiring
guarantee, Tenor wise, 30 days and less accounted for the most, 73%;
31~90 days, 21%. ssuers wete mainly private enterprises, 91%, cover-
ing all types of businesses.

2, Purchases of Bankers Acceptance:
In 1994, the primary market of BA, we purchased 1,936 package
issues totaling NT$ 55.9 billion, declined slightly by 2% over 1993
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due mainly to the fact that banks engaging in secondary bills marker,
to obtain transaction instrument, created large volume of bankers ac-
ceptances fesulring in fierce market competition and shrunk business.

3. Trading:

The total volume of all types of instruments for 1994 was NT§
9,814.3 billion, up by 27% over 1993, As far as types of instruments
are concerned, commercial paper topped the list, 68.4%; followed by
negotiable ceruficates of deposit, 27.8%; bankers acceptances, 2.8%;
other instruments including trade bills, Treasury bills and bonds marur-
ing within one year, 1%. As to trading counterparts, private enter-
prises ranked the top accounting for 47.6% ; banks, 35.2% ; individual
investors, 4.8%: insurance companies, 3.1%; credit cooperatives,
farmers and fishermen associations, 3% and trust companies, 2.1%
with the remainder being tansactions done by government enterprises,
foundations, civic bodies, and bills finance corporations.

4. Credit Extension:

In 1994, we extended guarantees for 20,619 issues of commercial
papers amounting w NT§ 1,214.7 billion, plus NT§ 10.6 billion worth
of traded bills, which came to NT$ 1,225.3 billion, increased by a solid
43% over 1993.
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Head Office: 13-14 Fl, Taipei Financial Center 62,
) Tun Hwa North Road, Taipei
Telephone: (02)7725335 (32 Lines)

OXHAAT  MEHER-HICM 221
Kaohsiung Branch: 2-1F1, 396, Chi Shyan 2 nd Road,

Kaohsiung

Telephone: (07)2821182(5 Lines)

AR SHATE  AhHARB—BR 111 RIGHE
Taichung Branch: 16 F1, 101, Tsu Yu Road, Section 1,

Taichung

Telephone: (04)2202181(5 Lines)

OLBAAT | TR 457 R 1448
Tainan Branch: 14 Fl, 457, Cheng Kung Road,

Tainan

Telephone: (06)2280121 (5 Lines)

OERAAT)  EETFILR GRS A
Chiayi Branch: 5F1, 386, Chung Shang Road,

Chiayi

Telephone: (05)2250260(5 Lines)
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oHEH 4T REFE=RB=EH 206 W10 4K
Taoyuan Branch: 10Fl, 286, San Min Road, Section 3,
Taoyuan
Telephone:(03)3327172(4 Lines)
GES AT | D LE—BR 0MIE
Panchiao Branch: 4 Fl, 20, Wen Hwa Road, Section 1,
Panchiao
Telephone: (02) 9684531 (5 Lines)
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Sanchung Branch: 11 Fl, 99, Chung Yang Road, Section 3.

Sanchung
Telephone: (02)9829161(5 Lines}
OFTAAT | TR 176 W 124K
Hsinchu Branch: 12 Fl, 176, Lin Sen Road,
Hsinchu
Telephone: (035) 218161 (5 Lines)




