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First, the conclusion
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Earnings Drivers For 2000-01

We expect loan growth and provisions will be the key earnings drivers for the
banks in 2000. Given the huge diversity in business mix and asset quality, these
two factors will differ significantly for individual banks.

1) Loan Growth — Banks With Stronger Consumer Banking
Focus And Good Asset Quality Will Be The Winners

This section discusses the issue of loan growth in the next two years by looking
at two key aspects:

a Banks with a higher proportion of consumer lendings and established
strength in this area will be able to increase their market share (CTCB:
50%: BSP: 86%; TIB: 67%). We expect consumer banking to grow 40-60%
faster than corporate lendings in the next two years. There are three key
factors behind this: ‘

1} Banks' reluctance to lend to corporates after last year's mini-financial
crisis.

2) Consumer banking has a much hetter risk/reward profile and has room
far further growth.

3} Continuously rising disintermediation risk for banks due to the widening
sources of direct financing.

s September earthquake - the aftermath. Impact from the earthquake on
this year's bank credits is expected to be minimal for the banks covered.
Sources of loan growth come from two areas:

1) The NT$150bn government-funded earthquake relief loans for new home
purchase/reconstruction/companies affected. We expect the impact to
be minimal.

2) increased government lendings (estimated at NT$160bn} sourced from
financial institutions. Out of the seven banks covered, only CHB has
significant exposure to lendings to the government (13% of its loan
portfolio). Furthermore, most of the fundings are expected to come from
government-owned banks at lower margins.

In conlusion, we expect CTCB, BSP and TIB to be able to grow their loan books
by 15-18% for 2000-2001, vis-a-vis the BigTh ree’s privatised state-owned banks’
5-8% and UWCCR's low teens growth. This is the first key reason for our BUY
ratings on these three banks.
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3) Net Interest Margins: Favourable Interest Rate Environment

Relatively unscathed by For the whole of 2000, interest rates are expected to remain low as the economy

US rate hike continues to recover from the impact of the financial crisis in 4Q08. In fact, the
Goveror of the Central Bank of China (CBC) has said that despiie the hike in US
interest rates, Taiwan will not follow as it is currently in a different economic
cycle. In fact, our economic team is of tha view that this benign interest rate
environment will continue into tha year 2001.

The strong stock Low rates, combined with, hypothetically, a sustained strong steck market (or

market helps stable at the very least), mean that banks can continue to enjoy fat interest
spreads in the year. As funds flow into the stock market, low-cost current account
cgeposits (200-360bp below savings and fixed deposils) inciease with the
proportion of total customer deposits. In particular, as we mentioned before,
banks that have a stronger consumer focus are expected to enjoy a steadily
riging margin over the next two years. We expect the biggest margin expansion
to come from BSP and TIB (up 20-30bp in 2000 from 2H99). Other than their
consumer banking focus, these banks have the highest proportion of fixed
deposits and hence stand to benefit more from the rising proportion of current
account deposits under a benign interest rate environment.

Figure 26: Prima/Interbank Spread
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Figure 37: Net Interest Margin - Individual Banks

TH9E 2H98 1Hs7 2Ha7 1HS8 2Hag TH9S  2ZH99F  2000F  2000F  2002F

Big Three 1.78 1.60 1.83 251 217 2.03 1.9 1.93 1.98 2,05 2.05

cTCe 2.1% 2,30 278 2.90 2.83 2.86 257 2,95 2.97 2,99 3.01
UWCCE 2.38 2.24 2.36 295 2.72 2,55 2.46 231 248 2.47 243
BSP 2.60 2,85 284 2,63 2,65 2.08 2.03 222 2.53 2.64 2.63
-Tig 313 3.24 322 3.50 2.92 3.00 3.43 4.05 3.83 397 3.97

Sovrge: Deutsche Bank fesearch Estimates. GCompany Infarmation
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Mergers & Acquisitions — Picking The Winners

Overall, we would view M&As in the Taiwan banking sector positively. Given
the issues regarding flexibility of cost rationalisation and the potential risk of
national services, we believe the single key factor that will differentiate between
a “meaningful” and “sosmetic” merger is the extant of government influence/
ownership in the affecied banks. We would highlight BSP as potentially the
biggest winner should an acquisition go through — the bank is the highest
capitalised in our Taiwah bank universe, has a clear goal in its M&A strategy,
and stands o benefit the most from enhanced business networks given the
current small 1.1% market share in deposits.

Figure 38: Taiwan Financial Institutions — A Snapshot

Total Total Tatal
Total Total Dom Assets. Deposits .Equity
As of Sap-1959 No. Branchas {NT3b) {NT$b) (NTSb)
rgial 5
Local 53 2,567 18,696 11,191 1,495
Foreign 42 ral 914 378 a1
Representative Office 25 0 - - -
Sub-total 120 2,638 19,610 41,569 1536
Qthars
Postal Savings System 1 - 2,804 2,804 35
Investment Trust 3 36 264 154 3
Credit Co-operative 50 415 1,036 923 &7
Farmers/Fishermen Co-gperative 514 1018 1,595 1,323 78
Bills Finance 27 48 168 - 123
Life Insurance {Local & Foreign) 3 132 2,302 - 182
Praperty/Casualty Insurance {L/F) z7 145 123 - 77
Sub-total 454 1,792 5,484 2,400 558
TOTAL 574 4,430 25,034 13,969 2,094
Souren: MOF

We believe M&As are necessary for the long-term health of theTaiwan banking
system. Since the liberalisation in 1991/2, the number of domestic banks has
doubled, sector ROE had more than halved from 20%+ to 8% by 1998, and assét
quality continues 10 deteriorate despite continued robust economic growth.
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Figure 39: NPL Hatio (Domestic Banks), 19288-1999
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Positive implications of  As outlined below, we believe the positive impact that could potentially be
ME&As outweigh the generated from an M&A activity outweighs the negatives (see below).
negatives

Figurel 40; M&As In Taiwan — A Checklist

Positives: Nagatives:
Fundameantal improvement in operations - Inflexibility in cost reduction
(e.g. increased market share, complementary Risk of national service: potential bailouts
business lines, wider distribution network, of the trcubled farmer/fishermen’s
atc.) associgtions

Potential of forming a bank holding company
to facilitate cross sellings®
Unwinding of cross shareholdings resulting
in better capital employment
Balance sheet clgan-ups prior to M&A
activities
~The Bank Holdlng Campany Act s axpaced te ba introduced during TH2000.

Source: Deutsche Bank Resaarch

Government-directed We believe that govemment-directed mergers are unlikely to generate econosmnic

mergars unlikely to benefit given the likely inflexibility in cost reduction and high integration risk.
generate economic The three-way merger betwaen Bank ofTaiwan, Land Bank offaiwan and Central
benefit Trust of China announced in Dec-1999 highlights it all: the merged bank will net

Jay off any of the combined 14,300 workforce {(given the negative political
No layoffs ... implication), actual merger plan will take another six months to come out (i.e,

no detailed planning prior to the merger) and integration is likely to take three
to four years to complate given the diversity of these three banks’ operations
{which implies the benefit of cross sellings will not acerue).

v With bailout risks Another risk of government-directed mergers is that the banks involved may
be forced to take up the troubled credit departments of the farmers/ fishermens
associations. Asset quality of these financial institutions has reached a level so
poor that the MOF ceased publishing their NPL ratios in 4(189.
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Baged on Sep-1989 statistics, about 26% of the farmers’ associations had an
NPL ratio exceeding 20%. As an incentive for the banks to merge with these
institutions, the Central Deposit Insurance will reimburse a total of NT$30bn to
the acquiring banks. In our apinion, the amount of reimbursement may not be
sufficient to fully absorb the NPLs, and present risks to the acquiring banks.

The biggest positive js Perhaps the biggest positive that would arise from governmentwdirected

the unwinding of cross ~ Mergers is the eventual unwinding of cross shareholdings, Cross shareholding

shareholdings was the main culprit of the cricis in late1988, and ironically governmentvlinked
companies are among the biggest offenders. Eor example, each of the Big Three
haolds 2-7% stakes in each other and collectively holds minority stakes in other
government-linked companies e.g. Taipel Bank, Taiwan Life, UWCCB, Taiwan
Power, Taiwan Cement, &tc. (for a detailed breakdown of these banks' equity
holdings, please refer to the individual company notes), Should these cross
shareholdings be unwound as a result of the mergers, this may help to eventually
eliminate the cross shareholding problem in Taiwan. Currently, it is estimated
that more than 60% of listed companies have cross shareholdings.

Mergers initiated by In contrast, the privately owned banks are much better placed in the whole
privately owned banks M&A scheme, given the absence of government influence, their higher
are much more likely to operational flexibility (e.g.in cost rationaligation), and the potential to increase
add shareholder value  market share in loans/deposits. Note that no single bank in Taiwan currently
~ given the absence of holds mote than 10% of the loan/deposit market.
government influence
Specifically, we would highlight BSP as potentially the biggest winnet should
anh acquisition go through. The bank's M&A strategy is to laok for targets with
strength inthe srnall/medium enterprise seqgment {probably more in the IT-related
sector) in order to diversify from its current high mix of mortgage lendings
(57% of loan portfolio). Unlike CTCB and TIB, which benefit from their parent
companies’ business gtrengths and resources, BSP is constrained by its inflexible
cost of fund structure (high propoertion of fixed deposits) and limited business
connections in the corporate area. BSP is also the highest capitalised bank in
our Taiwan bank universe, such that any leveraging effect from an acquisition
should help to enhance ROE.
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Figure 2: Taiwan Banks Valuation Surmnmary

CHB FCB HNE CTCB  UWCCE BSP* TiB# SECTOR
Reuters Goda 28301 TW 2802 TW  2803.TW 2815.TW 2826, TW  Z839.TW  2844.TW
Recomm. 12-month up MP uUP B MP B B NEUTRAL
Shara Price {(NT$) (Jan15) 3530 44,70 43.40 38.60 39,10 22.40 22.40
Market Cap. {LUS$m) 3,358 4,722 4,449 4,234 3,835 1,145 1,107 22,850
Freo Float (%) 68.3 68.5 ©70.7 60.0 50,0 74.7 &0.0
Avyg, daily volume {NT$m) G32.4 2401 688.2 771.8 BER.1 183.1 78.5 3,849
Avg. daily volume (USSm) 204 271 22.2 24.9 21.1 5.9 2.5 124.2
Agtual NPLs Sep-1999 (% loans})  10.2 7.3 7.0 3.0 3.2 1.0 2.6
Foracast Paak NPLS (%) 10.8 7.3 7.3 30 3.4 1.0 2.6
LLR/Loans Sep-1999 (%) 1.33 1.30 1.12 1.75 0.83 0.88 0.24
11 R/NPL Sep-1993 (%) 13.1 17.8 16.0 58.2 25.9 &7.8 36.3
Fiscal YearEnd Dec Dec Dec Dee Dac Dec Dec
Net Profit {NT$m)}
1998 3,936 7,223 7048 4,157 5,040 7,000 1,485 30,809
1995F . 4,230 6,568 5,435 4,861 6,494 1,798 1,764 31,149
2000F 3,857 5478 5,127 6,887 6,564 2,162 2475 32 350
2001F 4,043 7,008 5,395 8,749 7.206 2,848 3,075 38,424
2002F 5,628 7,654 6,770 10,665 8,279 3,29 3,712 45,900
Fully-Diluted EPS {NT$}
1998 1.42 2.35 2.34 1.30 214 0.68 1.1
1993F 1.43 2.01 1.71 1.43 214 1.13 1.8 1.64
2000F 1.24 1.67 1.61 203 2,16 1.28 1,56 1.69
2001F 1.37 214 1.70 2.57 240 1.58 1.75 1.98
2002F 1.87 2.34 2.13 3.14 2,72 1.82 211 2.37
Fully-Dilutad EPS Growth (%)
1993 (22.1) 2.8 {13.9) (21.1) {17.3) (26.7) 74
1999F 0.7 {14.8) {26.9) 102 {0.4) 67.4 33 {6.9}
2000F (13.6) (16.8) {5.7) 41.7 11 12.86 35.4 3.0
2001F (10.8) 28.0 5.2 210 11.3 237 12.3 171
2002F 36.7 8.2 25.5 218 13.3 15.6 207 195
Fully-Diluted PER (X)
1993 24.8 19.0 18.5 29.8 18.2 33.1 20.1
1999F 24.6 223 254 27.0 18.3 19.8 19.6 23.1
2000F 285 26.7 269 151 18.1 17.6 14.4 223
2001F 25.3 20.8 256 150 16.2 14.2 12.8 18.8
2002F 18.8 191 204 12,2 144 12.3 10.6 15.7
ROA (%)
14538 0.41 Q.68 0.71 0.74 1.15 Q.55 a.71
19989F 0.40 0.56 0.50 (.80 .12 0.89 0.74 0.62
2000F 0.32 0.43 0.45 . 1m 1.04 0.96 0.96 0.60
2001F 033 0.52 0.44 1.10 1.05 1.09 1.07 0.66
2002F 042 0.54 0.51 1.17 1.06 1.09 1.14 0.72
ROE (%)
18088 7.5 11.7 119 101 13 5.7 9.7
1999F 8.4 8.4 75 9.7 11.3 B.9 8.5 86
2000F 8.3 &7 6.7 12.3 112 8.9 10.9 3.3
200MF 6.7 8.1 6.3 13.7 1.8 98 1.2 a2
2002F 7.5 24 3.1 4.5 12.3 102 121 10.2
Dividend Yiald (%}
19498 : 2.2 2.3 23 - - - -
1999F 1.4 1.8 1.4 - - - -
2000F .2 1.3 1.3 - 341 - 0.3
2001F . 1.4 1.7 14 - 3.1 - 04
2002F 1.9 1.8 17 - 21 - 0.5
Book Value Dec-1939F {NTH) 22.81 24,56 23.45 1548 18.80 13.14 12,57
P/BV DO 1.55 1.82 1.85 2.4% 2.08 1.71 1.78 1.93
CAR Dec-1999F (%) a.6 10.6 9.9 9.3 127 12.4 93

$ypar 2000 EPS factored in 8 US$150m GOR lssva (NTS4,500m) by mid-2000
#Yoor 2000 EFS factored in & USE150m GOF issug (NTE4,500m) by 30-2000
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Bank SinoPac
Growing Outside Of Mortgages

Initiating coverage

BUY

Price (26 Jan 2000)
NT$22.40

Ticker

2839.TW (Reuters)

2839 TT (Bloomberg)}

Net Profit EPS (FD} EPS Growth

Y/E 31 Dec (NTSrm) (NTSm) (%)

1998 1,008 0.68 (268.7) 331 57 1482 -
1999F 1,756 1.13 +67.4 19.8 84 hival a
2000F 2,162 1.28 +12.6 17.6 B.9 1.46

2001F 2,848 1.58 +23.7 14.2 88 1.32 -

Sourca: Dautsche Bank Research Estlmates, Company Infermation
Assume GDR izaue of USF150m by mia-Z000, aran aquivaiant 15% capital reising aXOICI5E

Shares Outstanding {m): 1,586 Market Capitalisation (USm) 1,145
Est. 3 Year EPS Grawth (%) 324 Logal Index: 9581.96
Daily Yalume {US8mk 59 52-waak High/Low (HKE): 23,90/9.20

BSP is taking proactive steps to reduce its overreliance on residential
mortgages (57% of loan portfolio) in view of the declining retum in this
sector. The launch of the Money Management Agcount {MMA) this month
and the credit card JV with Astna Life Taiwan in 1000 should help lower its
cost of funds and improve its position in the lucrative credit card market.
We view BSP as a potential winner in the industry’s consclidation, given its
excess capitalisation and small market share. Our 12-month target price is
NT$25.80 based on year 2001 P/B of 1.69x, or a 15% upside potential.

s The credit card JV with Aetna Life in 10:2000. The tie-up should increase
BSP's access 10 Aetna Life Taiwan's »1m policyholder base.The objective
is to grow the number of credit cards issued, from the current combined
0.4m {0.3rm from BSP) to 1m within two years. This should help underpin
rising interest margins. Aetna Life is one of the top five life insurers in
Taiwan by new business premium.

m Launch of integrated Money Management Account (MMA) early this
month. This account combines home mortgages, forex deposits, credit
card, mutual fund and securities trading services into one.Via MMA, BSP
hopes to reduce its cost of funds by increasing the proportion of current
account deposits (currently 6% of total).

2 Small/medium enterprise business. We estimate the receivable Tactoring
business {first Taiwanese bank to start, in 1998) to raise its fee income by
10-12% per annum. Earnings quality is high given the focus on technolegy
companies. Via factoring, BSP hopes to increase its penetration in this
lower-rigk corporate middle market.

m Clear aquisition strateqy. Neqgotiations regarding acquisitions are ongoing.
With the objective of achieving a business mix of 50 {corporate):50 (retail)
from the current 33:67, BSP's targets are banks that have establishad
strength in the middle market business.

46 °d
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Figure 64 Bank SingPac - Group Structure

F Ruentex & Other KMT-related firms

14% o

| ok

inoPac j L Agtna Life Taiwan

50%

100% 50% .
100% SinaPac Bancorp H Ear East Mational Bank {Us} \ Credit Card JV J
51%
. 25%
100% SinoPac Leasing ﬂ SinoPac Securities
25%,
100% ginoPac Sec. Invt.

NE Not all subsidiaries/associatas are shewn

Company Information

Saurcs: Dautgchs Bank Research Estimates.

Figure 65; Bank SinoPac - Segmeatal Loan Br

eakdown - By Industry

Grass Loans NT§131.2bn, As of Sep-1999

Manuiacuring
Other Individual 0%
Loans . Construction &
9% Real Estate
5%
Other Corporale
Loans
17%
Housing Loans Government
&% Agencies
I
Souree: Dautsche Bank Resasrch Estimates, Compemy Infprmation
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Figure 66: Bank SinoPac - Financial Summary

BANK SINOPAC (2333.TW)
Curvont Shara Price @28/0172000 NTEL 40 Uy
Your and 21 Dacember 1997 Rl 189F 2000F 200F
SHARE RATIOS & VALUATION
Book Valuo Par Shara [NTS) 1.3 12.29 1214 1538 el
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ROAA (racurrent) (%) 0.8 o8 o8 X 14
ROAE (reeurrant) (%} 8.8 5.7 24 LX) 8.8
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PR (reeurrant) (x} .8 A3 198 118 142
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Groas OPS {NTH nbh o.od 0.00 G.00 o0
Dlvidend Yiald (%) 0.0 A=) 000 D.ao Q.00
Taaund shares () 1,388 1588 1.585 1.505 1805
Waightad avg thares (m} 1,338 1485 1,585 1695 1.805
Fully dilwted aheras (m} 1339 1486 1,508 1,688 1,805
Frafaranes Share Copital (NTSm) a ] ] "] 7]
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Figure 66: Bank Sinofac - Financial Summary (Gont'd)

BANK SINOPAG (2839.TW)
yas7 1998 19998 2000F 2001F Non-pedovming Lakns (NFEm}

ABBET UMALITY B et Wi
Nan porforming Laans (NTEml 444 8485 1,227 1,158 1,166
Soncific Reserva INTSm) 128 P L 459 nd
Gonersl Rassne (NTHm) 1,017 1,020 240 Rl LT
Loan L&3d Raserve (NTEm) 1,143 1,248 1327 1158 931
Net Chigegaroffs {MTHm} 51 182 720 Sha s
NPLTats Laans (Grosa) (%6} ] 0.87 0.88 0.76 0.6
Sphcitic Resarve f NFLs [36) 28.00 1235 3875 3582 7.8
Ganeral Regacva / NPLE U4} 210.28 126.61 83.25 8038 57.74
LLAL/ Mon-partarming Loans (%) 236.26 15456 000 10Q00 85.00
LLR / Totat Lesnn {Grogs} (3) 1.00 1.3 LR ] 75 Q.35
Nar Charge-Otts / Avg Loams (96} Q.08 415 0,55 0.35 0l
1L FrOv. EXDRNES [ Avy Luoans () b.32 n2 b1 Q.23 0.2
L Prov. Expbrvea £ Mat nt megme (%) 921 7ol FANH .45 354
PERFORMARNGE RATIOS
Growth (%}

Hot Intaroat inca 95 3.1 .6 6.1 201
Nomintorast (nEeme 94.2 (28.1) 308.4 47,3 13
Moninterest Exganse 08 128 T4 5.0 125
Raeurrent Mat Peafit After Tax {FD) 45.8 an AT 20,4 ang
Mat Profi 45.8 a7 37 04 Nz
Tatal Laans to Gusterimra (Grose) 258 58 14 15.8 15.8
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Total [tarastspearing Liabliities 407 17 Z5 14.4 EE]
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Effieiancy (%]

Coatincorm 365 831 50.9 438 471
Expansed/Avg Assats 1?7 1.5 15 1.4 1.3
Ravenue Per Employwe (NTSm) 4,83 378 4,30 .09 448
Exponses Par Employes (NT5m) 261 2138 218 244 .98
Revania Por Sransh (NTSm) 99,7 1.0 186.7 1984 el
Expanaut Par Sranch (NT5m) 1128 107.3 100.1 §79 1049
Nist Prodit Per Branch {NTSm) 538 6.8 c8.3 56.5 g1y
Aot Intorest Margin Anklysis (%)

Int. Inésmaravg Eamning Asoets a.22 437 7.34 718 T8
InL ExponaaiAvg int. Bayving Liab. 569 5 P [ Xe] W1s
Nar Intoract Suraad 2.53 2.08 208 216 FAL]
Comyibution Fréem Froa Funds 0.1 0.28 0.06 037 0.52
Dat irtense Margin z70 237 FATS 2853 254
Liquidity (%}

Avg Loane/Avg Earning Assara 774 725 73.8 7.0 714
Avg Liguid Assotsiéwg Earning Asiena 234 iB.2 .6 FE] 28.7
Avg Laknulvg Deneaits BB.6 B2.7 788 .= 838
Avy Loanslbyy Dapoaits & Equity e 746 703 na 731
Pariod-and Loans/Dapoais BR1 782 £0.2 223 85.1
Capheal Informatien

Tiar 1 Ratia %6} 128 13.4 13.0 15.0 143
Tior 2 Ratio (%) 12 6.2) 0.5 (8] 0.5
Tatal CAR %) 123 32 125 W5 138
Intarnnlly-génarated Gapitel Ratio (%) L] 5.7 B9 B3 88
Dividend Payout R4tio (%) 0.0 0.0 0.0 0.0 0.0

EARNINGS ANALYSER ([ Gonotributien to EPS grawth %)

Avg Earning Aseats 4.2 1.0 267 230 290
Mat Intarest Maegin 2.3 (30,4} (1.9 187 a0
Noninterat income 357 2.7} 1239 {44.3) A}
Nonlstarsst Expanza (E2.1} (1a.3} 6.5 (%)) (138)

Laan Loss Prav Exp {108 24 (42,0 kS 4.5
Cxhars 0.0 e.0 (1] a0 [11+]
Tax Rpie 12.6) {3.9) 1839 (13.9) 18 }]

Minority Intorasta/pref dividends 4.0 0.0 [+X:] a8 0.0
Dilution a0 {£.0) {11.3) 7.8} B8,

BPS Crawth 258 {28.7) 4743 i28 237
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Taiwan
Banks

Deutsche Bank

January 2000

Taishin International Bank
Our Top Pick

Initiating coverage
BUY

Price (26 Jan 2000)
NT$22.40

Ticker

2844 TW (Reuters)
2844 TT {Bloomberg)

Met Profit EPS (FD) EPS Growth P/E
{NTSm) [NTSm) (%)
1,438 1.1 7.4 20.1 a7 1.69 -
1,764 1.15 3.3 2.5 9.5 1.78 -
2,476 1.56 35.4 14.4 10.9 1.51 0.4
3,078 1.7% 12.3 128 11.2 1.36 0.4

Y/E 31 Dec

18988

1999F
2000F
2001F

Source: Deutscha Bank Research Estimates, Company information
Assuma GDR izsue of USE150rm by 30-2000, or an equivaient 15% capital raising exercise

1,107
9,531.96
23.80/10.10

Markat Capitalisation (USSm):
Local Index:
s2.wask High/Low (HKS):

Sharaes Qutstanding (mi: 1,532
Est. 3Year EPS Growth (%) 164
Daily Volume: {US$m): 25

TIE has the highest consumer banking focus (constitutes 67% of its non-
bank loan pottfolio) among the banks covered. Management has been
progressive in its corporate strategy, as reflected by its focused strategy in
growing the highly profitable credit card business, an acquigition in 1998,
tie-ups with affiliates to increase customer penetration, and being one of
the forerunners in Internet/mobile phone banking. Qur 12-month target for
TIB is NT$29.40 hased on 1.98x year 2001 P/B, ot a 31% upside potential. TIB
is our top pick in the Taiwan bank sector.

= Development in Internet/mobile phone banking: The MOF has recently
granted TIB, along with Chinatrust and Far Eastern Bank, the permission
to operate mobile phone banking. As part of the Shin Kong group, TIB
capitalising on the customer hase of its affiliates via JVs in the areas of
ratail, life insurance and stockbroking.

w Credit card and consumer banking: As the second-largest credit card issuer
inTaiwan (8% market share with just over 1m cardholders and very close
ties with Citibank} and having achieved economies of scale, TIB aims to
continue focusing on this highly profitable business. Its target is to grow
ite mambership base by 50% this year.

a Small/medium enterprise banking. 1399 was the year that TIB
consolidated its branch operation by separating corporate/individual
banking (including credit administration functions) and setting up a direct
sales force to better market business by product line. TIB aims to utilise
this marketing effort to enhance its position in SME lending.

a Lower acquisition risk than peers: We view the acquisition ofTainan First
Credit Co-operative in January1938 as value-enhancing, as it helped lower
TIB's cost of funds and widen its branch network by 35%- traditionally
the “new banks‘"s operating disadvantage. We are not aware of further
acquisition possibilities at the mornent.
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Figure §7: Taishin Intemational Bank - The Shin Kang Group

The Shin Kong Group

( Mr Wu Hou-ghih -l
BmM

\VMr Wu Tung-Chin (1)‘\—— lTr Wu Tung-Sheng (;)} Mr Wu Tung-Shien (2)

Mr Wu Tung-Liang (3}

Taiwan Securities

|
e { Taiwan Securites Investment Trust

Y - 45% Taiwan Loasing Ge.

l Shin Kang Life |, 2nd largest domestic life
insurance company

[}
1]
a% : Shin Kong Spinaing
Taishin Bills Flinance J ' 5K Fira & Maring
0% .
Taizhin Real EsiateJ L et 2hin Keng Mitsukoshi

gnd largest supermarkst operdtor in
«=x=== Strategic Allance Taiwan Belleved to ba jointly owned

NE Not alf subsidlarias/associates ara shown
NB Soquance (beside sach nama) by age

Source: Deutsche Bark Rasearch Estimates, Prass

Figure 68: Taishin Internatienal Bank - Segmental Loan Breakdown - By Industry

Gross Loans NT$170.9bn, As of Sep-1993

Manufacturing
7%

Othar Individual
Loans
14%

Construction &
Real Estate
13%

Cradit Cards | s - Other Corporate
1% Loans
12%
Government
Housing Loans Agencles
42% 1%

Soures: Doutsches Bank Research Estintates, Company Information
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Figure §5: Taishin Intermnational Bank - Financial Summary

TAISHIN INTERNATIONAL BANK (2842.TW)

Cyrant Share Pricadz/ /2000 NT3Z2.40 BUY
Yaar snd 31 Dacembuar 1387 1988 1989F 2000F 2001F . I : _ e
SHARY AATICE B VALUATION i
Book Value Par Shars (NTH 9.74 13.28 1257 14.88 1852 | 52 HightLow: NTEZ3.50/MNTS10.08
Ad) Baok Valug Per Sham (NTS) na na na na na ' I\F"r:m;tl::&';ﬁjs-m) &:‘g;
Price/Bodk [x) &30 1,69 178 151 1.8 [ o . Eachi
Prico/Ad), Book () L] na na na na Maiar Shurghelder W Faenily (0%)
ROAA (%} 0.9 07 0.7 10 14
ROAE (%] 152 a7 85 we 11k :
ROCE (%) 112 8.7 a5 19.8 1.2 . Parformance (%] L I 1m
ROAA (eagurrant) (%) 0.8 %) a7 10 11 . Toishin Intemational Bank 251 1E8 174
ROAE recurrant) (%) 1.2 2.7 9.5 109 112 | TWBE ITY Hhad 8.7
" Rolarive to TWSE 74 .3 Mmoo
EP% (Growin (7o e 7.4 33 ¥ 128 | i . :
EP% Grewth (racurrent) {%) 38.2 74 3.2 35.4 vz 00T e T T T T T
PER (FO) (%) FAR 3 20 183 14,4 128
PER {racurment) {x) e 04 185 a4 128
TW Markst PER (racurrent} {x) 233 252 76 248 167
TW Markae PER (FD) (x) 3.3 a2 278 3 167
PER Reintiva {FD} () [+&:] 0.6 o7 a8 04
Grasa Dividand (NTSm} 127 o 0 124 154
Grogs DPS [NTH 018 000 0.0 [+ K=3:] 009
Dividend Yiald (%) .43 0.00 a.00 035 029
|ssusd sharas (m} 1,352 1490 1532 1,757 1.757 _
Walghted avg shars () 1,342 1332 1,592 1,588 1757 —
Fully dilutet aharas (m} 1382 1,232 1532 1.588 1,767 ;
Prafaranca Shars Capial (NTHm) o 0 a Q 0 ; -
; i
' |
PROMT & LOGS (NT$m) 00 i ;. o
Avéraga Eatning Assets ja.E00  1e124z  HRSTR 227354 268,189 BOEE/GR CE OA/W GRITE SRR OTIOR cas ab/e0 il H1/H i A1790
Nat {ntoreat Margin (%) 218 310 a7 .53 =487 .
Intarest incama 11758 17724 194 wew 48
|otarast Expatas 7260 W78 070 11288 18028
Nat intarest Income 4397 3.5 X248 #140 10578
Loan Logs Provizion Expodga 264 a 2,788 2,186 1,798
Not Intorsst income Afer LLPE 3,533 5,108 5486 FAL::] 8788
Manintarest Incoma
Fant and Commigslans ] 888 a7t 1,086 1,281
Dividend fncama 0 o [ ] a
Forex Iheoma 220 73 36 38 44
Rantel Incomé 9 9 il Q o
Othar roaintarast ineama 200 128 g2 325 218
Total Noninteres InIome 1178 1,087 1,624 1488 1513
Nopinrarant Expunse
Salaries & Bonafils a a 1] [1] o
Net Qecupancy & Equipmant [+ L 4 1] "]
Gher Exparaned =081 4,385 4,884 5461 6,280
Totsl Nanintarest EXponss 3,081 4,38% 4,854 1] 5290
Priiny Dpaating Profit 1481 141 = ER L] 4,7
Agpaciata Profiyloss Q -} ] [} [
Eopyritian & Tixed Asast Solax v Q Q 0 o
Excaptignal Gain/keia o o @ Q g .
Proat Gefors Tax 2 1411 38 ER L 4027
Effoctive Tax 32 38 472 715 852
Minarlty interasts ] Q a '] o
Prafarence dividands ] 9 [ ] a
Hat Profit 128 1,408 T zZA7% 2474
Racurrant Nat Profit (FD} 1340 1,403 1,704 7978 L]
EPR + wilghted s (NTS) 1.04 111 18 158 1.7
Racurrant EPS (FD) (NTH 1.04 L 118 188 178
SELECTIVE BALANGE SHEET DATA [NTSm]
Total Assets igg7en 238621 241409 276,555 204,037
Total Wguid Asast 35,848  WB330 41,902 §8ZS2  4B7E1
Total Lowna to Cutomors {Gross 193,248 162,513 181,361 213477 149657
Total Eaming Aasnis ;67,853 214,328 2diqaz 267742 284354
Total Customer Deposin aGEea 190435 191315 120983 203,032
Cerrificates of Dapasite I L] -] ] [}
Ot Interest Bacring Lial 23,808 T9.5H 24,731 21,283 29,766
Pariod-and Sharoholders’ Equity 12,278 17,700 19.25% 28,104 23.028
Avg Loana nzels 150370 174K 157419 231047
Awg E&rning Appats 137,850 191,247 28E78  2E86 268,164
Avp Total Assers 1Sy1e1  TwOsR4 24,189 2BBSIT  ZBGI0S
Ay Depoiits yogsy 172600 o4 208754 ZE204%
Avp Sharaholdersy’' Equlty 42450 15398  1R476 20478 37588
Avg Equity / Avg Aesetd (%) 8.1 73 7t 8.4 a6
Awg Earning Akasts / Avg Assets (%} 300 908 w08 8 ¥30
Avg Loans / Avg Earning Assete Ol a7 786 80.0 830 i

Nang; All rticer #hé basod ar ihe foraign Rhara prich
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Figure 6% Taishin International Bank - Financial Summary {(Gont'd)

TAISHIN INTERNATIONAL BANK (2844.TW)

w97 WHE  TBMF 2000F 200 Nomparfgoing Losns (NTHm!

ASSET QUALITY peat i — " -— ey M
Non partorming Leoata (NTSm} 2,408 3,165 4,272 2,3 284
Soecific Rasarv (NTEm) 618 kall G40 895 345
Garnaral Rasyrva (NTSm} 815 903 35 1,091 1,200
Loan Loss Reserve {NT$m) 1,258 1,618 1,881 1,986 1,844
Nat Charga—affs [N'Tdm) 512 482 3557 2,028 2,232
NPL/Total Loans (Graes) (%) 181 1,89 1,36 1.55 1,02
Apacific Resorve f MPLS (%) 2568 22,55 018 705 13239
Ganaenl Resarm ! NPLY (%) 2552 2850 328 3285 4461
LLR / Non-perfarming Loans %) 51.20 51.05 43.56 B0.00 20.00
LLR / Tenal Loana {@roas) {3 093 Q.97 1.03 093 Q.62
Nat Charge-Offs / Avg Loana (¥ o.45 .29 145 1.03 0.8
1L Prov, Expenas / Avg Loons (%) oY 054 160 10h [i% ]
LL Prov, S2pange / Net [at Inoome (%} 19.64 13.7% |/ 23.07 16 82
FERFGRMANCE RATICS
Grawih {%)
Met Intaragt income 382 4 8.2 133 RE
Nominterst Incame 1108 T8 pryl e 38 Laan Loas Resarve Coveraga i NPLs (%)
: Monintsnkat Expense 229 ns 107 125 150 s e e BE
. Racurrent Mat Profit Aftar Tax (FIH 579 74 188 40.4 FL
: Mot Profit 679 T 8.8 40,4 242
i .
! Tatal Loans to Cugtamars (Grasa) 448 5.7 a3 1727 188
E Total Doposits 616 8.1 .1 120 0.0
Avg Enming Asasts 4.9 ELx L) a4 11,8
: Total Intorest-Bearing Liabilitios 8.7 0.2 1.5 4.1 12.6
: Riak-waighted Agsets 44,8 %7 332 177 63
' Ravenue Braskdown {%]
Nat Inrarest insama/Cperating Income 768 4.5 8.5 a4 2.4
Fag-basad [néomalOperating Income 211 13.5 163 138 2.8
: Forex Income/Dpbiating Incomy 38 .8 0.4 o4 4.3
. EMislency (%=}
' Costincoma 5B 62.6 43.2 50.5 51.8
‘ Expaniad/Avg Assats 20 24 20 21 22
: fpvahue Par Employes {(NTm} 413 346 4.70 473 511
! Expnson Par Eployes (NTIm} 2.2% 249 2.3 242 ' 268
: Revanup Per Branch (NTHm) 150.7 177.5 $35.0 239.6 4555
; Exgankes Por Branch (NTSm) 238 me 156 1211 1326
; Nat Brofit Par Branch {(NT5m) 1055 7.1 284 a6 .
‘ Mot Intarsst Marin Anatysio (%)
' Iar. lncoma/Avg Eorning Azsata .53 .27 B4 887 587
tnt. Exgrmaatbivg bnt- Bearing Lisk. 5.26 8.08 502 i.Ba 506
Nat Interaat Spraad 7 219 382 a8y 381
Contribution From fres Fands {0.08) (0.08} {0.08) 0.1z 0.16
: Not Intarast Margin a1 EA L] an 3.8% 3.87
; Liquidity (%)
. Avg Loany/Avg Barning Asseis 8.7 HE 0.9 850 7.0
| Ay Liguid Assota/Avg Earning Assots 13.1 221 1.8 20.7 19.4
! Avp LoonsiAvy Dapasits 9d.0 27,1 88.0 234 89.5
I Avg Loans/Avg Doposite S Eauity 85,2 50.0 1] 5.2 BA.2
I Purisd-ond Loaty/Daposits 90.0 85.0 913 366 1027
Captal Inforsation
Tier 1 Ratlo (%} 87 9.4 a9 8.3 63
Tier 2 Rario (%} 04 a5 0.4 0.4 0.8
. Tatnl CAR (%) & 8.8 3.3 0.2 2.8
i Internally-gonarated Capitet Ratio (%) 103 a7 EE] 0.4 10.6
. Divicand Payout Ratia (%) 9.2 o0 o0 5.0 540
. EARNINGS ANALYSER { Cantributlon 6 EFEgrowth %) Eamingt Analyzer
Avp Enrning Argsta 108.2 100.7 51.3 328 34.8
Nat [ntarest Margin 0.8 {8.8) 756 15.5 a7
Moninierast Inooms gl.2 (5.3 284 {78 7
Nonlntarost Expenia {66.0) (77.7) 25.7) 138.9) 125.5)
Lpan Loss Priv Exp (52:2) 28 (1075 277 13
Othars . 0.0 0 0.0 4.0 a0
Tax Ratn 5.3 {4.0} {43} [F2)] [RE:1]
Minarity Interasta/praf dividenda 0.0 09 0.0 o0 4.0
Dilutign {1an 0.0 {18.5 {5.0) (1.5}
EFS Growtih 382 7.4 3 4 =3
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