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Letter to Shareholders

In 2013, nations around the world proposed economic revival to bail them out of the recession. However, the 

crisis between north and south Korea, the territorial dispute among China, Japan, and Korea, and the U.S. Fed QE 

(Quantitative Easing) Tampering caused international funds to withdraw. The turmoil in global stock market and the 

foreign currency exchange market intensified. The U.S. fiscal cliff and China economic adjustment caused sluggish 

global economic growth. However, the economic recovery of the developed nations led by the United States is 

noticeable, but with limited growth, while the economic turmoil for emerging nations is worsening.

It is difficult to expand consumption in our nation due to the decline of real income and salaries and the concern 

over global economy. In terms of trade, due to the limited increase in demand of major European and American 

consumers, the economy of China is cooling down. That results in a slowdown in our exports and a decline in private 

investment. The annual economic growth in 2013 was only 2.11%.

Looking forward to 2014, the main variables of the global economy are still the U.S. QE Tampering and 

unemployment rate, the economic recovery of EU and Japan, the adjustment and change of China's macroeconomic 

development, and the economic fluctuation in emerging markets and the geopolitical risk. On the domestic front, 

the probability of real estate prices decline, the structural adjustment of industrial development, and the severe 

competition of financial industry are increasing banking risks. For the sound development of financial industry, the 

authorities have increased Tier I loan assets allowance for bad debt reserve ratio, upgraded bank's capital adequacy 

management, upgraded real estate loan concentration risk control, and increased financial industry business tax 

rate that impact bank profitability. The Bank's have consistently upheld the principle of risk dispersion and diversified 

operations to find business opportunities in this difficult environment.

Through the diligent efforts of the management team and all of the Bank's associates, The Bank has made 

timely adjustments to the Bank's business strategy. All business divisions are steadily growing and making profits. 

The Bank hereby reports its operation results in 2013, summary of business plan in 2014 as follows:
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1.1 Operating Performance in 2013

1.1.1 Domestic and Foreign Economic and Financial Environment

1.1.1.1 Economic Outlook

	     The U.S. QE Tampering is causing turmoil in financial markets of emerging countries. The dual 

influence of sluggish external demand and internal restructuring are slowing down the economic growth 

of China. The stagnant growth of export orders is slowing down annual growth of export and impacting 

economic recovery. In terms of private investment, the unstable economic recovery and manufacturers' 

conservative willingness to invest is causing the forecast of growth in private investment to be adjusted 

down dramatically. In terms of domestic demand, due to the lack of a substantial improvement in labor 

market, the limited growth of real wages, and the food security crisis, therefore overall consumption 

willingness is hard to boost and economic momentum is not satisfactory.

1.1.1.2 Financial Situation

	      The Financial Supervisory Commission (FSC) allows DBU to start RMB business by easing the 

regulations and encouraging financial industry in order to aggressively develop overseas business 

in Mainland China and Southeast Asia. Moreover, FSC tries to boost OBU's operations in overseas 

syndicated loans, and RMB-related businesses. In addition, a number of financial institutions achieved 

significant growth in profits last year due to the widen deposit and loan spreads, growth of operational 

momentum, and proper control of credit risk.

1.1.2 Transformation of the Bank's Organization

1.1.2.1 The Internationalization Team was formed in October 2013 to achieve a quality bank in Asia-Pacific 

region.
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1.1.2.2	 The Bank makes significant effort to develop the personal and property insurance agency services in 

supporting the cross-industry operation in banking, insurance, and trust, for organizational synergy.

1.1.3 Results of Business Plans and Operating Strategies for FY 2013

Unit: NTD/USD 100 Million, %

FY
Operating Item 2013 2012 Growth Rate (%)

Deposit Business 1,929.35 1,881.47 2.54

Loan Business 1,673.28 1,616.49 3.51

Foreign Exchange Business  (USD) 51.25 47.35 8.24

Commission & service fees 4.29 3.95 8.61

1.1.4 Execution of Business Target:

In 2013, the average deposits balance was NT$ 192.935 billion, or 99.97% of the deposits target; the 

average loans balance was NT$ 167.328 billion, or 100.80% of the loans target; foreign exchange business 

was US$5.125 billion, or 102.50% of the target; net income before tax was NT$ 470 million, or 104.44% of the 

target.

1.1.5 Analyses of Financial Revenue, Expenditure and Profitability

The changes in 2013 in budget settlement as compared with the same period of the previous year (2012) 

are shown below:
Unit : NTD Million,%

Item 2013 2012 Growth Rate (%)

Net interest revenue 2,269 2,106 7.74

Net non-interest revenue 645 581 11.02

Net revenue 2,914 2,687 8.45

Credit loss expenses (401) (261) 53.64

Operating expenses (2,043) (1,998) 2.25

Income before tax 470 428 9.81

Net income 419 458 (8.52)

ROA
Before income tax 0.21 0.19 10.53

After income tax 0.18 0.21 (14.29)

ROE
Before income tax 4.41 4.18 5.50

After income tax 3.94 4.47 (11.86)

Net profit margin on after income tax 14.38 17.06 (15.71)

EPS on after income tax 0.58 0.64 (9.38)

Note: The increase in Income tax benefit after the revision of fiscal 2012 report, due to the adoption of International Financial Reporting 
Standards (“IFRS”), was the reason for the decline in Net income of fiscal 2013 from 2012.
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1.1.6 Status of R & D
1.1.6.1	 Start offering Gold Passbook business. The transaction in NTD and foreign currency can be processed 

over the counter and by internet.
1.1.6.2	 Develop electronic financial services and actively promote mobile banking service.

1.2 Business Plan in 2014

1.2.1 Business objectives and Important Operating Policies
1.2.1.1	 Loans: Adjust the structure of loan portfolio, keep loan amount stable and increase profit high, and stress 

the importance of emphasize loan quality and quantity.
(1)	 Gradually reduce municipal loans to reduce the dependence on the city government, and increase 

profitability.
(2)	 Adjust the structure of assets portfolio and increase the average loan interest rate.
(3)	 Expand increase foreign currency loans and increase the proportion of high-yield loans.

1.2.1.2	 Deposits: Enhance deposits solicitation and embed operating base.
(1) Continuously expand increase the deposits and to increase the real estate loan amount granted in the 

Banking Act.
(2) Compete for core deposits and increase demand deposits, and to reduce funding cost.
(3) Strengthen the development of foreign currency exchange deposits to and provide a steady source of 

funds for foreign currency assets.
(4) Adjust the large amount deposit policy flexibly depending on the business needs and to secure the 

loan basis.
1.2.1.3	 International financial business: Master offshore banking development and enhance the profitability of 

international financial business.
(1) Take advantage of the cross-strait financial deregulation to compete for quality loan business and 

increase profits.
(2) Continuously stabilize overseas bond investment, increase interest income, and improve financial 

operation income.
1.2.1.4	 Non-interest income business: Comprehensively develop commission related businesses and to increase 

profitability level.
(1)	 The fund and insurance service charge income commission are the two income engines source of 

wealth management.
(2)	 Combined with credit business to promote real estate trust and pre-sale house performance bond 

and to increase non-interest income.
(3)	 Strengthen the development of Develop import and export foreign exchange business to increase 

service charge commission income.
1.2.1.5	 Information Systems: Improve operational efficiency and strengthen operation risk control.

(1)	 Construct front-desk operation integration platform, update terminal system function, and improve 
operational efficiency and security control.

(2)	 Develop mobile banking and introduce, corporate finance banking network and online banking 
function, and improve service quality.

(3)	 Initiate artificial statements computerization to enhance operational efficiency.
1.2.1.6	 Organizational restructuring organization: Promote organizational reengineering and exercise to promote 

organization effectiveness.
(1)	 Strengthen front-desk marketing function and one-stop-shop sales service.
(2)	 Improve increase the Bank's business income with the unified power and professional division of 

work.
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1.2.1.7	 Internal Control: Continuously improve the effectiveness of internal control and secure a comprehensive 
operation.
(1)	 Continuously strengthen review mechanism and substantiate self-auditting to prevent nonconformities.
(2)	 Each business unit shall strengthen the assistance and guidance to the business operation of the 

branches.

1.2.2 Expected Business Objective
1.2.2.1 Average Deposits Balances : NT$ 198.50 billion.
1.2.2.2 Average Loans Balances : NT$ 169.00 billion.
1.2.2.3 Foreign Exchange Sales : US$ 5.20 billion.
1.2.2.4 Commission and Service Fees : NT$ 0.453 billion.

1.3 Development Strategy in Future

1.3.1 Medium term goal:	 Transform the Bank's organization, expand operating size and grow to be an excellent 
bank among domestic banks.

The Bank will promote organizational re-engineering, increase operational performances for expanding 
operating size, causing business and finances to be stronger, and then the Bank will become an excellent bank 
among domestic banks.

1.3.2 Long term goal:	 The Bank shall become an excellent bank in Asia Pacific through consolidation and 
expanding the Bank's business territory.

Through consolidation, The Bank will expand the Bank's business territory and capital size while assuring 
shareholder's rights and to become an excellent bank in Asia Pacific.

1.4	 The Impact of the External Competitive Environment, Regulatory Environment, and Macroeconomic 
Environment

1.4.1 External competitive environment
In the last year, the financial supervisory authority of Mainland China had accelerated permitting 

Taiwanese banks to setup business operations in the last year, and opened up Jiangsu Kunshan and Shanghai 
Free Trade Area. The cross-strait financial activity is growing intensely. Currently, nineteen Taiwanese 
banks have setup branches or financial leasing companies in Mainland China. The profit from Mainland 
area has significant growth and became one of the major sources of profit to Taiwanese banks in 2013. In 
addition, the financial authority has encouraged Taiwanese banks to expand overseas business, making 
the Southeast Asian region the popular area for business development of Taiwanese banks with success 
reported. With the adoption of the Cross-Straits Economic Cooperation Framework Agreement (ECFA) and 
the deregulation of the competent authorities, the internationalization of the Taiwanese banks is accelerated 
and the overseas income will grow dramatically, which will enhance the international competitiveness and 
profitability of Taiwanese banks significantly. The Bank is currently unable to enter the overseas markets due 
to the regulatory restrictions; however, the Bank has actively developed OBU business to undertake overseas 
syndicated loan business in order to increase source of profits. The Bank will continue to take roots in the 
domestic industry to become a “small but outstanding” quality bank, and will actively plan towards the goal of 
internationalization.

1.4.2 Regulatory environment
Add (amend) the Bank' Articles of Incorporation, related operations regulations, business contract and 

deed, forms, and RMB-related businesses offering in accordance with the addition and amendment of the 
“Regulations Governing Foreign Exchange Business  of Banking Enterprises,” “Rules Governing the RMB 
Derivatives Business Scope, Application Procedures, Business Specifications, and Reports Filing by the 
Designated Banks,” “Rules Governing the Foreign Exchange-Related Structured Instruments Promoted by 
the Designated Bank,” “Bank Capital Adequacy Supervisory and Review Principle Data Filing,” “Guidelines 
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for the Sales of Non-Performing Loans by Financial Institutions,” “Regulations Governing Foreign Exchange 
Balance or Transactions Reporting,” “Guidelines for Counseling Clients Reporting Foreign Exchange Balance 
or Transaction by Banks,” “Regulations Governing Deposit Accounts and Suspected Illegal or Abnormal 
Transactions,” “Set the Scope of Electronic Voting of the Company,” and “Consumer Loan Agreement 
Template and Mandatory and Non-Mandatory Matters” by the Central Bank of the Republic of China (Taiwan) 
and Financial Supervisory Commission.

Financial Supervisory Commission commands to have the requirements of dormant account abolished 
since the year of 2013; also, orders to have all dormant accounts activated unconditionally within three months. 
The Bank's business contracts and related operations specifications are amended accordingly.

1.4.3 Macroeconomic environment
Due to the steady economic recovery of developed countries and aggressive recruitment and salary 

increases in domestic enterprises, the atmosphere and confidence of consumption in the private sector has 
been improved which is helpful to private consumption expansion. The International Monetary Fund (IMF) 
predicts that the world trade growth rate will increase from 2.7% in 2013 to 4.5% in 2014, which is expected 
to help boost exports. In terms of investment, the continuing investment in advanced manufacturing process 
by domestic semiconductor industry is expected, added with the promotion of major domestic economic plans 
(such as, Taoyuan Aerotropolis, the free trade demonstration area, and the potential commercial benefits 
after signing the Cross-Strait Agreement on Trade in Service) that will help improve domestic investment 
momentum.

The Directorate-General of Budget, Accounting and Statistics, Executive Yuan, R.O.C. Taiwan (DGBAS) 
forecasts the economic growth of 2014 to be 2.82%, which is higher than the 2.11% of 2013. The Central Bank 
of the Republic of China (Taiwan) maintains the policy of frozen interest rates. New Taiwan Dollar exchange 
rate is weak, that is helpful in easing the financial situation and increasing economic growth momentum. 
However, while facing the 1% allowance for bad debt appropriated for regular loan, the increase of business 
tax rate and the popularity of the third-party payment and mobile payment, the financial industry will face 
heterogeneous competition and cooperation in market.

1.5 The Bank's Most Recent Credit Rating Result and Date of Rating

Taiwan Ratings Corp. announced that the Bank's long-term credit rating was “twBBB+”, and short-term 
credit rating “twA-2”. The outlook was rated as “stable”.

Chairman                                                                          President


