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2006 NT$ Balance Sheet (At year-end) 2007 NT$ 2007 US$

351,532 Total Assets 385,663 11,887

331,632 Total Liabilities 364,438 11,233

19,900 ShareholdersEquity 21,225 654

21,578 Capital 19,578 603

Profits & Loss Accounts (For The year)

7,030 Interest Revenue 6,341 195

797 Net Income (Loss) Excluding Interest Revenue 2,897 89

7,827 Net Revenues 9,238 285

(9,674) Bad Debt Expense (2,001) (62)

(5,934) Operating Expenses (5,776) (178)

(7,781) (Loss) Income Before Income Tax 1,461 45 

(7,276) Net Income (Loss) 1,423 44 

Financial Ratios

(2.11%) Return on Assets(After income tax) 0.39%

(36.64%) Return on equity(After income tax) 6.92%

(92.96%) Net income (loss) ratio 15.41%

12.49% BIS Ratio 10.63%

Staffs & Networks

3,390 Number of Employees 3,264

108 Number of Branches 108

Note: (a) The exchange rate on December 31, 2007 was US$ = NT$ 32.443

(b) Return on Assets: Income after income tax / Average total assets

Return on Equity: Income after income tax / Average equity

Net income (loss) ratio: Income (loss) after income tax / Total net revenues

BIS ratio: Net capital / Risk-weighted assets

Financial Highlights 2007

Unit: NT$ Million
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After four continuous years of rapid growth, the global economy exhibited signs of a correction in 2007. The rise of emerging

economies and the four BRIC countries greatly increased the demand for petroleum, and with the intervention of international

speculators there was an explosive rise in the price of crude oil; in addition, prices of materials soared under the impact of the

demand for bio-fuels and other forms of substitute energy, forcing central banks everywhere to do everything possible to control

inflation brought on by the rising prices of oil and commodities. Economic problems were aggravated by the subprime mort-

gage crisis in the United States, which struck at global financial markets and led to a contraction in capital and credit, dealing a

strong blow to the global economy that is still being felt today. However, the economy of Taiwan---one of the Four Little Tigers

of Asia---performed well, with exports rising 10.1% to US$246.72 billion and imports growing 8.2% to US$219.34 billion.

This left Taiwan with a trade surplus of US$27.38 billion for the year, an increase of 28.4% over 2006. Total trade, exports,

imports, and trade surplus all reached record highs in 2007. The island's economic growth rate for the year was 5.46%, the sec-

ond-highest in seven years. The main factor behind this outstanding performance was better-than-expected exports, which

helped Taiwan maintain a stable growth with an economy that was "hot both externally and internally" despite limited growth

in domestic demand and private investment.

The Taiwan Shin Kong Commercial Bank turned from loss to profit in 2007, recording after-tax earnings of NT$1.42 billion.

Allocations against losses during the year amounted to NT$1.73 billion---a huge 84% reduction compared with the year before.

Income before allocations grew 7%. The overall loan business grew at a stable rate, with loans (including revolving credit-card

loans) increasing 16% during the year to reach the annual growth target and boost the deposit/loan ratio to 86%. The increase

in loans came primarily from relatively low-risk home loans and loans to large enterprises, conforming to the Bank's balanced

development of the corporate and consumer loan businesses and to its operating strategy of reducing overall loan risk. In addi-

tion, the Bank's wealth management business performed strongly in 2007, helping to realize a 300% growth in commission

income (not including income from insurance commissions) for the year and boosting the share of wealth management in total

commission income from 13% in 2006 to 38% in 2007. At the same time, operating expenses declined 2.7% from 2006

thanks to the appropriate application of spending controls.

The Bank moved to strengthen its asset quality and reduce its non-performing-loan ratio by adjusting its capital structure. Large

amounts of bad debt were written off in 2006, thus producing a loss; to make up for the loss and further stabilize its overall

asset quality while reinforcing its financial structure, in 2007 the Bank carried out a capital reduction of NT$2.0 billion to

bring greater competitiveness to its future operations. 

In 2007 Taiwan's domestic financial market gradually moved out from under the clouds of consumer-banking crisis that had

covered it for two years. The Bank continued improving its asset quality, lowering its NPL ratio, and heightening its coverage.

The cost of reserves against bad debt dropped from NT$10.7 billion in 2006 to just NT$1.7 billion in 2007, removing the

uncertainty of potential difficulties in recovering overdue loans and making the Bank's accounts more transparent; asset quality

remained stable in 2007, with an NPL ratio of 1.85% and a bad-debt coverage of 56.41%. The Bank's credit-card quality

improved substantially following the cash- and credit-card crisis; overdue credit-card loans were stable at 1.52%, and coverage

against bad debt was 258%. This had a positive effect on strengthening credit-card asset quality, reinforcing the financial struc-

ture, and pragmatically improving the operating system.

Since the Bank's operating performance and asset quality both give cause for satisfaction, in its credit ratings for 2007 the

Taiwan Ratings Corp. raised the Bank's long-term rating (announced on Oct. 31, 2007) two levels to twAA, its short-term rat-

ing one level to twA-1+, and its outlook to stable. In its ratings for 2007, Fitch Ratings of England gave the Bank a long-term

Message to our Shareholders
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rating (announced on June 12, 2007) of A(twn), a short-term rating of F1(twn), and a rating outlook of positive. These ratings

reflect the Bank's superior profitability and asset quality.

Looking at global economic conditions in 2008, it appears to be a certainty that growth will slow down while more and more

risks emerge. While continued strong growth in emerging economies can offset the unfavorable effects of the slowdown in the

United States, the disorder in global financial markets that may be caused by the worsening American subprime mortgage crisis,

and the continuous rise in crude oil prices, cast shadows over global economic prospects. Many economic forecasting institu-

tions are lowering their forecasts of global economic growth in 2008 because of these factors, reducing the rate from 3.6% to

3.3%. The slow growth in major economies will impose limits on Taiwan's growth in exports, private investment, and private

consumption; today, predictions for the island's overall economic growth for the year range between 4.23% and 4.29%. Cross-

straits relations following Taiwan's presidential elections, and developments following the Beijing Olympics, will affect the

island's economic expansion; a breakthrough in cross-straits ties would benefit growth in domestic demand, and the growing

favor with which international investors view Asian markets will give a boost to Taiwan's stock and foreign exchange markets in

2008.

The Shin Kong Bank established a Ho Chi Minh City Representative Office on Dec. 20, 2007 and is applying to the Hong

Kong authorities for permission to set up a branch there so as strengthen its international financial competitiveness. In the

future the Bank will continue cooperating with the other member enterprises of the Shin Kong Financial Holding Co. to

achieve synergies of integrated marketing, thereby greatly enhancing the performance of financial operations and substantially

advancing development of the banking business. This will also facilitate the development of new financial products and intro-

duction of the latest wealth management products to satisfy the financial needs of different customer groups, expand the scale of

the Bank's operations, and provide a more comprehensive range of financial services. The Bank expects to reach the target of a

12% growth in its corporate banking business and a 1.04% increase in its consumer banking business in 2008, as well as

NT$1.6 billion in commission income from the wealth management business. With the support and care that you our share-

holders, directors, supervisors, and customers have favored us over the years, the Shin Kong bank will strive untiringly to boost

itself and the Shin Kong Financial Holding Co. to new heights of achievement in serving our shareholders and the people of

society. 
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Prior to its reorganization into a commercial bank under the name of Macoto Bank in January 1997 the Bank had a long histo-

ry, originating from the establishment of the Taipei Third Credit Cooperative in April 1918 under its previous name, Manka

Credit Union. It was established by a group of gentry to serve as a financial institution for the local people.

With the promulgation of new laws by the government of the Republic of China following Taiwans restoration to China in

1945, the Manka Credit Union received permission in July 1946 to reorganize itself into the Taipei Manka Credit Cooperative.

In June 1966, in response to another revision of laws, the Bank was reorganized again into a guaranteed responsibility organiza-

tion under the name of Guaranteed Responsibility Taipei Third Credit Cooperativethat is, the Taipei Third Credit

Cooperative as it existed until it was reorganized yet again into a bank.

After reorganization into a bank the company cooperated with the government and worked to help solve financial problems by

taking over the Second Hsinchu Credit Cooperative in 1997, setting Taiwans first example of a private bank merging a credit

cooperative. The next year the Bank took over the Eighth Taichung Credit Cooperative and expanded its operations into central

Taiwan. At the beginning of September 2001 it took over the Second Chiayi Credit Cooperative and, and in the middle of the

same month acquired the Gangshan Credit Cooperative under the operation of the Financial Reconstruction Fund. This helped

expand the Banks operation to all of Taiwan, with a total of 80 branches.

In 2005 the Bank responded to the trend of development in the financial market and to the government policy of financial

reform by becoming a member of the Shin Kong Financial Holding Co. as a wholly owned subsidiary on Oct. 3. That same

year the holding company moved to expand the operation scale of the banking platform under its banner and enhance its com-

petitiveness by merging Macoto and the Taiwan Shin Kong Commercial Bank (itself the result of a merger between the

Taichung Sixth Credit Cooperative and the First Pingtung Credit Cooperative on July 1, 2000 to form the United-Credit

Commercial Bank, which was renamed Taiwan Shin Kong Commercial Bank on Nov. 15, 2004). Taiwan Shin Kong

Commercial Bank Co., Ltd., the surviving entity, now has 108 branches throughout Taiwan.

Mutually beneficial cooperation among members of the financial holding company in the future will bring about significant

marketing and revenue synergies and greatly enhance the efficiency of operations, resulting in real advancements in the banking

business, enlarged operation scale, and the provision of more comprehensive financial services.

Company Background
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Title

Chairman

Vice Chairman

President

Director

Director

Director

Name

Shin Kong Financial Holding Co., Ltd.  
Representative : Patrick C.J. Liang

Shin Kong Financial Holding Co., Ltd.  
Representative : Frank Hong-Chi Cheng

Shin Kong Financial Holding Co., Ltd.  
Representative :  Tseng-Chang Lee

Shin Kong Financial Holding Co., Ltd.  
Representative : Po-Han Lin

Shin Kong Financial Holding Co., Ltd.  
Representative : Michael S.C. Hung

Shin Kong Financial Holding Co., Ltd.  
Representative : Hsin-Hung Wu

Prime (Education) Experiences

Chairman, Taiwan Cooperative Bank,
Chairman, Chiao Tung Bank,
MBA, National Cheng Chi University

President, Shin Kong Financial Holding
Co., Ltd.
President, Shin Kong Life Insurance
Co., Ltd.
BA, College of Law, National Taiwan
University

President, Pin Tung First Credit
Cooperative, 
President, United-Credit Commercial
Bank, 
Department of Agricultural Economics,
National Taiwan University 
EMBA, National Sun Yat-Sen
University

Director, Shin Kong Financial Holding
Co., Ltd.
Director, Shin Kong Insurance Co.,
Ltd.
Master, Department of Economics,
Meiji University (Japan)

Managing Director, Trition
Management Corp.
President, Centillion Venture Capital
Corp.
Director, Shin Kong Life Insurance
Co., Ltd.
Director, Shin Kong Financial Holding
Co., Ltd.
Director, Shin Kong Insurance Co.,
Ltd.
MBA, Chaminade University of
Honolulu

Assistant of Chairman, Shin Kong
Insurance Co., Ltd.
Director, Shin Kong Financial Holding
Co., Ltd.
MBA, The Wharton School, University
of Pennsylvania

Current Bank &
Other Positions

Chairman of Shin
Kong Insurance
Brokerage Co., Ltd.

President of Shin
Kong Financial
Holding Co., Ltd.

Director of Shin
Kong Insurance
Brokerage Co., Ltd.

Director of Shin
Kong Life
Insurance Co., Ltd.

Director of Shin
Kong Life
Insurance Co., Ltd.

Director of Shin
Kong Life
Insurance Co., Ltd.

Data on Directors and Supervisors

Up to March 31, 2008
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Title

Director

Director

Director

Director

Director

Director

Director

Supervisors

Supervisors

Name

Shin Kong Financial Holding Co., Ltd.  
Representative : Po-Fong Lin

Shin Kong Financial Holding Co., Ltd.  
Representative : Olivia Wu

Shin Kong Financial Holding Co., Ltd.  
Representative : Ching Tai Huang

Shin Kong Financial Holding Co., Ltd.  
Representative : Li-Chiuan Chiu

Shin Kong Financial Holding Co., Ltd.  
Representative : Yi-Chung Hsieh

Shin Kong Financial Holding Co., Ltd.  
Representative : Sheng-Yung Yang

Shin Kong Financial Holding Co., Ltd.  
Representative : Sung-Tsung  Chen

Shin Kong Financial Holding Co., Ltd  
Representative : Chung-Ho Chen

Shin Kong Financial Holding Co., Ltd  
Representative : Benson Wu

Prime (Education) Experiences

Shin Kong Group,
President, Yue Yuen Development Co.
President, Taiwan Shin Kong Security Co.,
Ltd.
BA, College of Law, National Taiwan
University 

Director, The Great Taipei Gas
Corporation
Director, Shin Kong Life Insurance Co.,
Ltd.
BA in Molecular Cell Biology, University
of California at Berkely

Vice President, Macoto Bank,
Department of Public Finance and Tax
Administration, National Taipei College of
Business

Deputy Senior Executive Vice President,
Shin Kong Financial Holding Co., Ltd. 
MBA, National Cheng Chi University

General Manager, Corporate Planning
Dept., Shin Kong Financial Holding Co.,
Ltd. 
Senior Manager, Secretariat Div, Shin
Kong Life Insurance Co., Ltd.
MBA, University of North Texas

Vice President, Risk Management Dept.,
Shin Kong Financial Holding Co., Ltd. 
Dept. of Accountancy, National Cheng
Kung University 

Project Manager, Shin Kong Life Insance
Company 
Dept. of Accounting, Tamkang University 

Chairman of the Board and Managing
Director, Taichung Sixth Credit
Cooperative,
Managing Director, United-Credit
Commercial Bank

Bi-Master, University of Southern California

Current Bank &
Other Positions

Director of Shin
Kong Life Insurance
Co., Ltd.

Director of Shin
Kong Life Insurance
Co., Ltd.

Director of Macoto
Marketing
Consultant Co., Ltd.

Supervisor of Shin
Kong Securities Co.,
Ltd.

Supervisor of Shin
Kong Insurance
Brokerage Co., Ltd.

Supervisor of Shin
Kong Investment
Trust Co., Ltd.

Supervisor of Shin
Kong Insurance
Brokerage Co., Ltd.

Supervisor of Shin
Kong Insurance
Brokerage Co., Ltd.

_
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Title Name

President Tseng-Chang Lee

Chief Legal Officer Daniel J. Chen

Executive Vice President Wu-Ling Wang

Executive Vice President Shi-Hseng Wang

Executive Vice President Hung Jen Huang

Executive Vice President Ching Tai Huang

Chief Auditor Mei Ching Yang

Chief Technology Officer Ivan Chang

Senior Vice President Min-Yi Huang

Senior Vice President Po-Yang Chiu

Senior Vice President George C. M. Chang

Senior Vice President Cing Biao Wang

Vice President, Wealth Management Dept. Sunny Lin

Vice President, Business Development Dept. David C. K . Lu

Senior Assistant Vice President, Corporate Banking Dept. PeiKuang Chi

Senior Assistant Vice President, General Affairs and Adm. Dept. Chih-Chang Chen

Senior Vice President, Auditing Dept. Lieh-Kuang Lin

Vice President, Information Technology Service Dept. Yi-Sun Lee

Vice President, Consumer Banking Dept. Vincent Lin

Assistant Vice President, Finance & Accounting Dept. Huan Wen Chen

Senior Assistant Vice President, Credit Card Dept. Po-Yen Chen

Senior Assistant Vice President, Personal & Mortgage Loan Dept. Kun Ming Lin

Vice President, Remedial Management Dept. Fea Chin Huang

Vice President, Customer Service Dept. David Chiang

Vice President, Trust Dept Eric Y. C. Wu

Vice President, Secretary Div. Chin-Chu Sung

Senior Assistant Vice President , Risk Management Dept. Shu Feng Hsueh

Vice President, Credit Review Dept. Yu Su Huang

Vice President, E-Commerce Dept. Tzu Ming Yang

Vice President, International Banking Dept. & Offshore Banking Unit Chen Chi Shieh

As of April 30, 2008

Information on President, Executive Vice Presidents, Senior Vice Presidents,
Vice Presidents, and Managers of Departments
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1. Deposits

The amount of deposits in the Bank in 2007 was N$329,084 million. This was an increase of N$37,962 million over 2006,

for a growth of 11.54%.

Deposit balance for the past two years Unit: NT$ million

Review of Operations

Items                                                         2007                      2006 Increase (Decrease)

Checking account deposits 5,121 5,384 (263)

Government bank deposits 63 56 7

Demand deposit Demand deposits 24,323 21,784 2,539

Saving-Demand deposits 74,770 74,797 (27)

Subtotal 104,277 102,021 2,256

Time deposits 75,648 43,510 32,138

Time deposit
Savings Time deposits 146,019 141,391 4,628

Time deposit from postal office 3,140 4,200 (1,060)

Subtotal 224,807 189,101 35,706

Total deposits 329,084 291,122 37,962

2. Loans

The Bank's outstanding loans in 2007 totaled NT$278,783 million; this was an increase of NT$43,092 million over the

year before, for a growth of 18.3%. 

Change in loan balance for the past two years Unit: NT$million

Items 2007 2006 Increase (Decrease)

Amount Amount Amount

Secured loans 180,992 145,329 35,663 

Unsecured loans 97,791 90,362 7,429 

Total loans 278,783 235,691 43,092 

Total Loans to Total Assets 72.29% 67.05% 5.24% 

3. Wealth Management

At the end of 2007 the Bank's fee income from the wealth management business was NT$850 million, an increase of

NT$684 million over the NT$166 million earned the previous year, for a growth of 411.80%. The amount of non-discre-

tionary trust funds sold increased from NT$17.325 billion at the beginning of 2007 to NT$73.109 billion at the end of the

year, giving a growth rate of 321.99%, boosting the Bank's share of the market from 0.59% to 1.84% and its ranking in the

market from 31st to 16th.

4. Consumer Banking 

In recent times the consumer banking market continued to be affected by the lingering impact of the consumer banking cri-

sis, which caused a severe contraction of the consumer banking business. Statistics compiled by the Banking Bureau of the

Financial Supervisory Commission show that outstanding consumer loans dropped from NT$864,400 million at the end of



Annual Report 2007
11

2006 to NT$748,300 million at the end of 2007, for a reduction of 13.4%. The Shin Kong Bank was affected by the impact

of this situation, which drove its outstanding consumer loans down by 10.3%, from NT$27,783 million at the end of 2006

to NT$24,911 million at the end of 2007---a performance that, nevertheless, was better than that of the overall consumer

banking market. The following chart gives the changes in the Bank's consumer loans for the last two years: 

Change in amount of consumer loans over the past two years                                                            Unit: NT$ million

Unsecured personal Loans Car Loans

Credited Amount Year-end Balance Credited Amount Year-end Balance

2006 13,514 27,783 5,226 6,561 

2007 10,869 24,911 3,990 5,974

Change (2,645) (2,872) (1,236) (587)

Note: The Bank stopped issuing new cash cards in November 2005, and the following month began actively recovering the out-

standing amount on old cards; at the end of December 2007, the amount outstanding on the Bank's cash cards stood at

NT$56 million.

5. Corporate Banking

(1) Scope of Business

a. Short-, medium-, and long-term loans.

b. Discounting of negotiable instruments.

c. Acceptance of commercial bills.

d. Issuance of domestic letters of credit.

e. Domestic guarantees.

f. Purchasing of exporters' receivables and transfer of the purchased receivables to factoring companies.

g. Purchasing of domestic receivables produced by domestic sales by domestic enterprises.

(2) Status of Operations in 2007

The amount of corporate loans outstanding at the end of 2007 was NT$127,500 million, an increase of NT$30,400

million over a year earlier for a growth of 31.31%. 

Corporate Banking for 2006 and 2007                                                                                            Unit: NT$ thousand

Item / Year 2007 2006 Change

Amount Amount

Corporate Banking business 127,492,630 97,094,178 30,398,452 

Risk-free fee income from the corporate banking business in 2007 was NT$180.44 million, up about NT$41.52 million

over the year before for a growth of 29.89%. Loans outstanding to SMEs at the end of 2007 stood at NT$4,685 million, up

53.1% over 2006. Risk-free fee income from SME banking in 2007 amounted to NT$18.87 million.
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6. Personal and Mortgage Loans 

(1) Scope of Business

Provision of real estate or securities to the Bank as collateral for loans.

(2) Status of Operations in 2007

Ratio of loans outstanding in 2007 by regional distribution:

Northern Taiwan (Miaoli County and points north): 52.31% 

Central Taiwan (Taichung, Changhua, Nantou, Yunlin, Chiayi, and Tainan counties): 34.98% 

Southern Taiwan (Kaohsiung and Pingtung counties): 11.20% 

Eastern Taiwan 1.51%

Unit: NT$ thousand

Items 2006 2007 Increase (Decrease) % of Growth

Interest bearing loans outstanding 100,021,439 114,833,765 14,812,326 14.81% 

Non-accrual loans outstanding 984,471 830,467 (154,004) -15.64% 

Outstanding loan 101,005,910 115,664,232 14,658,322 14.51% 

Past due loan ratio (over 90 days) 1.27% 1.00% (0.27%) 

(3) The accumulated amount of newly disbursed home loans in 2007 was NT$38.213 billion, producing an operating

income of NT$3.179 billion (including interest, fees, penalties, and interest for delayed payments). 

7. Trust Business

In 2007 the Bank's sale of non-discretionary domestic trust funds amounted to NT$24,011 million, the sale of non-discre-

tionary overseas trust funds totaled NT$48,428 million, the sale of non-discretionary overseas bonds funds (including OBU

sales) reached NT$15,184 million, the value of securities certified was NT$13,114 million, the value of securities recertified

was NT$1,899,944 million, the amount of other trust fund assets was NT$484 million, the value of securities trust assets

stood at NT$34 million, the value of bond trust assets was NT$1,677 million, the value of real estate trust assets was

NT$4,511 million, and the amount of funds under custodianship totaled NT$4,434 million. Changes in these trust funds

compared with 2006 are shown in the following chart: 

Items 2007 2006 Increase (Decrease) 

Non-discretionary domestic trust funds 24,011 8,137 15,874 

Non-discretionary overseas trust funds 48,428 5,339 43,089 

Non-discretionary overseas bond funds (including OBU) 15,184 5,723 9,461 

Securities certification 13,114 7,813 5,301 

Securities recertification 1,899,944 3,967,584 (2,067,640) 

Commercial trust funds assets 484 26 1,458 

Securities trust assets 34 35 (1) 

Bond trust assets 1,677 1,628 49 

Real estate trust assets 4,551 1,377 3,174 

Trust Funds under custodianship 4,434 7,326 (2,892) 
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Items 2007 2006 Increase (Decrease) % of Growth

Total issuance(s) 1,091,130 1,271,689 (180,559) -14.2% 

Valid cards 445,458 466,283 (20,825) -4.5% 

Aggregate credit amount (NT$  thousand) 37,613,880 29,773,730 7,840,150 26.3% 

Revolving credit-card loans (NT$  thousand) 6,130,760 8,899,890 (2,769,130) -31.1% 

8. Investment Business

Unit: NT$ Thousand

Items Change
Amount % Amount %

Bonds 10,386,645 16.40% 17,240,438 27.95% 6,853,793 

Financial Debenture 800,026 1.26% 700,000 1.13% (100,026) 

Corporate Bonds 2,159,775 3.41% 3,086,627 5.00% 926,852 

Stocks 2,002,515 3.16% 3,058,145 4.96% 1,055,630 

Beneficiary Certification 1,985,423 3.13% 1,983,043 3.22% (2,380) 

Beneficiary Securities 2,085,833 3.29% 2,082,563 3.38% (3,270) 

Overseas Marketable Securities 7,836,603 12.37% 8,675,507 14.07% 838,904 

Credit-combination product 3,125,000 4.93% 0 0% (3,125,000) 

Inter bank call loan 7,343,070 11.59% 2,588,136 4.20% (4,754,934) 

Re-deposits 25,625,000 40.45% 22,260,000 36.09% (3,365,000) 

Short-term Securities 0 0 0 0% 0 

Total 63,349,890 100.00% 61,674,459 100.00% (1,675,431) 

December 31, 2006 December 31, 2007

9. International Banking Business 

The Bank's overall international banking business continued growing. By the end of December 2007 the amount of import,

export, and overseas remittances handled reached US$4,460 million, marking a major increase of 27% over the year before.

Foreign currency deposits amounted to US$589 million, up US$223 million from a year earlier for a growth of 61%.

10. Credit cards Business

The impact of the cash- and credit-card crisis led to a substantial contraction of the consumer market in 2007. In the face of

the resulting environmental readjustment, the Credit Card Department adopted a policy of credit contraction, controlling

overall asset quality and working actively in line with the Bank's operating strategy to lower risk losses. The number of Shin

Kong Bank credit cards in circulation at the end of 2007 stood at 1.09 million and the number of valid cards at 445,000; the

amount of transactions using these cards during the year grew 26.3% over 2006, showing an increase in the buying power

and contribution of the Bank's cardholders.

To vigorously develop the top-of-the-pyramid customer group, in June 2007 the Bank introduced an "Appeal to Other

Bank's Infinity Cards Program" and developed its own Infinity Card program among employees of the financial holding

company's member enterprises. As a result, at the end of 2007 the Bank topped all financial institutions in Taiwan in the

issuance of top-end cards.  
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A brief description of the possible future supply and demand situation in the market, in regard to major economic indexes, fol-

lows:

1. Supply

(1) Status of financial institutions:  

According to statistics compiled by the Central Bank, at the end of December 2007 domestic institutions had a total of

6,394 headquarters and branch units including 417 headquarters units and 5,977 branches. Fierce price competition

among different financial institutions will continue in the short term, and small and medium-sized banks that do not

belong to financial holding companies and do not enjoy group resources will face even more stringent challenges. 

Market Analysis

Year Total Financial Institutions Total Branches

1997 509 5,181

1998 501 5,368

1999 495 5,531

2000 491 5,636

2001 448 5,841

2002 437 5,850

2003 433 5,930

2004 428 5,922

2005 422 5,943

2006 415 5,970

2007 417 5,977

Data Source: "Monthly Report of Financial Statistics in Taiwan, Republic of China", Central Bank

(2) Deposits: 

Deposits in the banking system at the end of December 2007 stood at NT$19,313.7 billion, for an increase of 1.46%

over a year earlier. 

2. Demand

After four continuous years of rapid growth, the global market exhibited signs of adjustment in 2007. The rise of the emerg-

ing economies and the BRIC countries greatly increased the demand for petroleum, opportunistic international manipula-

tion caused an explosive rise in crude oil prices, and the prices of other materials also rose sharply under the stimulation of

demand for bio-fuels and other substitute energies. Just at this time the global financial market was struck a further blow by

the American subprime home-loan storms, leading to a contraction of capital and credit that had a heavy influence on the

global economy that is still being felt today. Taiwan, as one of the "Four Little Tigers of Asia," nevertheless managed to turn

in eye-catching economic performance, with exports growing 10.1% to US$246.72 billion, imports rising 8.2% to

US$219.34 billion, and the trade surplus surging 28.4% to US$27.38 billion. Total trade, exports, imports, and trade sur-

plus all reached new historic records, and the economy expanded at a high rate of 5.46%--the second-highest level in seven

years. This admirable performance was due mainly to better-than-expected export performance, so that despite limited

growth in both domestic demand and private investment, the island was able to achieve stable growth in 2007.
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3. Growth Prospects

A cooling of global economic growth in 2008 is practically a certainty, and more and more risks will also arise. Although

continuing strong growth in the emerging market economies will somewhat alleviate the unfavorable influence of the eco-

nomic slowdown in America, the subprime crisis there could deepen and cause disorder in global financial markets and the

constant rise in international crude oil prices will cast shadows over worldwide economic prospects. Because of this factor,

international economic forecasting institutions have lowered their growth forecasts for 2008 to between 3.3% and 3.6%. The

growth slowdown in major economies will limit the growth of Taiwan's exports, private investment, and private consump-

tion, and will keep the island's overall economic growth forecast in the range of 4.23% to 4.29%. Cross-straits relations fol-

lowing Taiwan's presidential election and developments in China following the Beijing Olympics will affect Taiwan's eco-

nomic growth; a breakthrough in the cross-straits impasse would facilitate growth in Taiwan's domestic demand, and the

increased favor with which international investors view the Asian market will give a welcome boost to the performance of

Taiwan's stock and foreign-exchange markets in 2008.

4. Favorable and Unfavorable Factors in Growth Prospects:

(1) Favorable Factors

a. External Environment: 

(a) The continuous implementation of the government's policy of financial reform is improving the overall financial

environment. 

(b) The merging of financial institutions has alleviated the excessive competition caused by overbanking.

(c) Cross-industry operations and combinations facilitate the diversified development of the banking industry.

(d) The opening of the market to new financial products and the addition of related personnel to develop new types of

financial commodities provide customers with a more complete range of financial services and help banks to use

their capital more effectively.

(e) The rapid development of technology and the Internet facilitates the expansion of e-banking services, which will

lower banks' operating costs and enable them, through the development of virtual banking channels, to extend

their reach indefinitely.

b. Internal Advantage: 

(a) The Bank has a large network of branches which are concentrated mainly in the economically vibrant area of

Greater Taipei, thus reinforcing the Bank's competitive advantage in business development. 

(b) Integration of the resources of the overall financial holding company heightens cross-marketing capabilities and

allows economies of scale.

(c) High-quality manpower resources reinforce the Bank's financial innovation and product development capabilities.

(2) Unfavorable Factors

a. Taiwan remains overbanked and price competition continues to exist, eroding banks' profitability.

b. The over-expansion of credit in the consumer market has brought on the problem of continuing deterioration of

assets.

c. The rise of consumer consciousness and the increasing diversification of demands for financial planning have led to a

weakening of customer loyalty and an increase in customer mobility. 

5. Strategy Adopted by Shin Kong Bank 

The Bank will work with other members of the financial holding group to realize overall marketing and promotion syner-

gies. This will greatly enhance the effectiveness of operations, advance the development of the Bank's business, and facili-
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tate the development of new financial businesses and the introduction of new financial planning products that will satisfy

the needs of different customer groups, thus enlarging the scale of operations and providing a more complete range of

financial services.

Overview of Research on Financial Products, and Business Development 

1. Research expense in the Last Two Years

The Bank has long devoted its efforts to financial innovation and has continuously developed diversified products and servic-

es with the aim of satisfying the financial needs of different customer groups, enlarging the Bank's operating scale, and pro-

viding a more complete range of financial services. At the same time, the Bank worked to realize post-merger operating per-

formance more effectively by moving strongly into product design, the enhancement of process efficiency, and risk control in

2006. This effort included cooperation with the internationally known Boston Consulting Group (BCG) in formulating

accompanying plans and management measures designed to achieve clear market differentiation and strengthen competitive

advantages in the credit card and wealth management businesses, and cooperation with external consultants in the develop-

ment of operational risk management programs so as to upgrade overall risk-control capabilities. Total R&D spending in

2006 amounted to approximately NT$88 million. 

The Bank also moved to achieve the overall digitization of its loan assessment and upgrade the efficiency of its credit investi-

gation and evaluation by initiating, in 2007, a three-year planning process for the investment of nearly NT$100 million in

the bank-wide digitization of loan evaluation operations; and, to enhance its operational risk management, the Bank invested

almost NT$6 million in the installation, from 2006 through 2007, of an advanced risk-control mechanism. To achieve a

step-by-step improvement of its investigation and evaluation performance, in 2006 and 2007 the Bank also poured approxi-

mately NT$10 million in the establishment of related management mechanisms.

2. Research results for the Last Two Years 

(1) Corporate Banking Business: 

The Bank reported the inauguration of its domestic and international factoring business to the Financial Supervisory

Commission in 2005; in 2007 the accumulated amount of transfers reached NT$3.443 billion, representing a growth of

30.81% or approximately NT$811 million over the previous year and earning commission and interest income of

approximately NT$42.27 million, an increase of NT$20.50 million or 94.97% over 2006.

(2) Foreign Exchange Business: 

a. To strengthen services to Taiwanese businesses overseas, the Bank established its Ho Chi Minh City Representative

Office on Dec. 20, 2007 and is currently applying to the Hong Kong authorities for the establishment of a branch

there.

b. Application was made on Dec. 24, 2007 to designate the Jhong Hua Branch as a foreign exchange branch to provide

timely services to customers and enhance operating efficiency.

(3) Risk Management Business:

a. Operational Risk

To enhance its operational risk management, from 2006 to 2007 the Bank invested nearly NT$6 million in the estab-

lishment of an advanced risk management method and will continue spending in the future to upgrade the risk man-

agement mechanism and move toward advanced capital allocation.

b. Credit Risk

To achieve a step-by-step enhancement of the Bank's investigation performance, in 2006 and 2007 nearly NT$10 mil-

lion was poured into the establishment of related management systems with the aim of making investigation more
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effective. In the future, the Bank will continue investing in the strengthened management of loan assets.

(4) Complete Digitization of Credit Investigation Operations:

To upgrade the performance of its investigation operations, the Bank planned the installation, starting in 2007, lasting

about three years, and costing almost NT$100 million, to bring about the full digitization of bank-wide investigation

operations, thereby shortening the time needed for such investigation.

3. Future R&D Plans

(1) Development of the product package business: Deposit, loan, insurance, and investment planning products will be linked

to provide customers with product choices featuring one-stop service, stable income, diversified satisfaction, and greater

flexibility. 

(2) Active development of the wealth management business: Functions of wealth management systems will be upgraded and

new wealth management marketing systems will be added to achieve the effect of integrated marketing.

(3) Reinforcement of e-banking services: The development of a diversified e-banking transaction and service platform will be

carried out to upgrade the quality of customer services, reduce transaction costs, and strengthen the competitiveness of

the Bank's virtual service channels. 

(4) The capital requirement standards included in Basel II will be carried out in order to improve the Bank's risk manage-

ment mechanism and asset quality.

(5) Following the cash- and credit-card crisis, the Credit Card Department will continuously reinforce its risk control meas-

ures and will extend its program of cooperation with the Boston Consulting Group to implement a total cardholder

review mechanism and revise risk scoring models so as to reduce the risk of default.

(6) Cardholders will be differentiated as to type of consumption and segmented marketing (for travel consumption, shop-

ping consumption, etc.) will be carried out. The Bank will also integrate the resources of subsidiaries of the financial

holding company in offering preferential rates for physical examinations at the Shin Kong Wu Ho-Su Memorial

Hospital, accommodation at the Chao Feng Ranch and Resort, etc. to develop the top-of-the-pyramid customer group as

well as ordinary cardholders. In addition, incentives will be used to encourage cardholders to make purchases using their

cards and thus increase the Bank's commission income.

Short-Medium- and Long terms Business Development Plans

1. Short-term Goals

(1) Loans

a. Continuous development of the loan business and reinforcement of asset quality monitoring.

b. Balanced development of consumer and corporate banking ratios, and strengthening of the Bank's real profitability.

(2) Promotion of the wealth management business: The Bank's wealth management development strategy will emphasize

branch operations and liaison, expanded allocation of wealth management personnel, increased posted wealth manage-

ment products, and enhanced system function with the aim of strengthening the development of the Bank's wealth man-

agement business.

(3) Improvement of credit card asset quality, and replacement of increased quantity with enhanced quality.

(4) Development of a cash management platform and, by providing cash management services to corporate customers and

customers with large amounts of business, heightening of the scale and ratio of demand deposits and thus generating

profits.

2. Medium- and- Long-term Goals

(1) Establishment of a standardized, concentrated, and automated central operations center that will reinforce customer serv-
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ices and satisfy customer needs through efficient integrated operations, and will lower operating costs.

(2) Establishment of a bank-wide integrated risk management system that complies fully with Basel II capital requirements.

(3) Continuous development of the domestic operations market and increases in branch locations

(4) Continuous upgrading of loan quality and development in the direction of the international banking business.
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I. Strategic Goals

1. Continued expansion of operating scale, thus lowering the cost/income ratio.

2. Development of a cash management platform so as to enlarge the scale and ratio of demand deposits, thus generating

profit, through the provision of cash-management services to corporate and other large-volume clients.

3. In the corporate loan business, strengthening of SME loans in addition to seeking the right to serve as lead manager for

syndicated loans, establishment of a corporate banking branch and training of corporate banking personnel so as to

expand the scale of business, and, under the precondition of equal attention to profit and safety, achievement of the

annual growth target of 12% (NT$145,000 million).

4. In the consumer loan business, establishment of a risk management system, lowering of risk, and heightening of profit

under the principle of stable growth, so as to achieve the annual growth target of 1.04% (NT$145,600 million).

5. In the credit card business, active planning of card-use promotional activities so as to heighten the amount of consump-

tion using cards and raise commission income, and continued development the Platinum Card market so as to make the

Bank the leading brand in that market; recovery of the overall credit-card business from its trough, achievement of a prof-

it/loss balance, and resumption of profitability.

6. In the wealth management business, reinforcement of the product portfolio, strengthening of the management mecha-

nism, and completion of a full and reasonable distribution of wealth management manpower; achievement of an annual

commission income of NT$1,600 million.

7. Continued work on the establishment of a Hong Kong branch, and grasping of more opportunities for interaction with

and service to Taiwanese enterprises in Vietnam through the Vietnam Representative Office.

II. Operating Plans for 2008 

1. Consumer Banking Business

The lingering effects of the deterioration of asset quality caused by the over-expansion of credit in the domestic consumer

banking business are still being felt in Taiwan's consumer banking industry, and most banks in the market have stopped

or reduced their extension of unsecured consumer loans. The Shin Kong Bank feels, however, that there is still room for

this business so long as risk is properly controlled; and so, at a vigorous yet stable pace, the Bank will develop its con-

sumer banking business in order to augment its earnings. The following operating plans will be implemented in 2008: 

a. Continuous broadening of the interest spread and improvement of the quality of consumer loan assets: 

In its consumer banking business, at the present time the Bank uses differential pricing according to the type of occu-

pation and loan risk of the borrower, with different fee standards for interest rates, origination fees, and risk-manage-

ment fees being established in order to augment the Bank's earnings through high interest-rate spreads and high prof-

its. To enhance the quality of loan assets, the Bank will continuously strengthen the dispersal of risk by requiring guar-

antors or real-estate collateral, and will work vigorously to develop a high-quality client pool (consisting of such cus-

tomers as civil servants, teachers, doctors, lawyers, accountants, architects, banking personnel, and employees of listed

companies) so as to achieve the ultimate goal of enhancing the quality of its consumer loan assets.

b. Establishment of a credit investigation and management system and credit scorecard system: 

The Consumer Banking Department, with the help of the Risk Management Department, expects to complete two

operating systems this year: a credit management system and a credit scorecard system. The objective in establishing a

credit management system is to achieve complete computerization of the credit investigation and loan process, thereby

greatly reducing the cost and shortening the time needed for the handling of loan cases and, consequently, strengthen-

ing competitiveness in the consumer banking market. The goal of the establishment of a credit rating system is to pro-

vide a basis for setting loan policy and unifying loan standards, monitoring credit risk, and enhancing asset quality.

Business Plans
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c. Changes in credit investigation policy for car loans: 

Car loans have become a focus of the Bank's business, and there has been a gradual shift from used-car loans to new-

car loans. The reason for this, besides the fact that buyers of new cars have better financial resources than buyers of

used cars, they also have a lower incidence of delayed payment. The amount of new-car loans extended by the Bank

grew from NT$10,280 million the previous year to NT$18,700 million in 2007, boosting its share of the new-car

loan market from 22% to 52%. The foremost task for this year is the control of NPLs and the strengthening of loan

quality

2. Corporate Banking Business

Key corporate banking strategies for 2008:

a. Expansion of the Bank's business territory through the cross-marketing cooperation model by working in combination

with the abundant resources of the financial holding company and readjusting the list of upstream and downstream

affiliated companies.

b. Strengthening of the domestic and overseas factoring business; planning for establishment of the corporate cash man-

agement business and integrated money-flow service for e-business.

c. Managing or participation in high-quality syndicated loans.

d. Strengthened development of new clients and expansion of the loan business in line with trust and foreign-currency

products so as to increase commission income.

e. Active pursuit of business with overseas Taiwanese companies, and provision to them of a comprehensive range of

financial products. 

The amount of corporate loans extended in 2008 is expected to achieve a net growth of NT$14,600 million. 

The key strategy for loans to SMEs in 2008 is to work through the Bank's 108 branches throughout Taiwan to give

expression to the spirit of localized customer service, and the net increase of these loans in 2008 is expected to reach

NT$2,500 million.

3.  Personal and Mortgage Loan Business

a. House prices continued rising in 2007. When we compare the fourth quarters of 2007 and 2006, we find that there

were increases and decreases in different areas but that the rate of increase evidenced a substantial decline, indicating

that real estate prices were in a period of adjustment in a muddled market. To control risk effectively and heighten the

consciousness of risk, the Bank will closely observe changes in the performance of the real estate market (to include

analysis of supply and demand, ratio of completed sales, buyers' price confidence, and loan default ratio) and change

its real estate loan strategy when necessary (for instance, to refuse group loans in remote rural areas and lower the per-

centage of loans to investment buyers and areas with a high ratio of defaults).

b. Banks became more conservative about home loans in 2007 in response to the American subloan crisis. In considera-

tion of both risk and profit, the Bank has reduced the ratio of its loans to some areas that have excessively high or

increasing NPL ratios (for the Bank itself and for the national banking system as a whole); 70% in urban plan areas

and, in principle, 60% collateral in non-urban plan areas.

c. The Bank will strengthen its management of existing loans, with monthly evaluation of reasons for cancellation and

with immediate response and reinforced management designed to avoid the loss of customers.

4.  Trust Business

The Bank will focus its trust operations on strengthening the development of the wealth management business, with full
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attention given to controlling customers' investment risk and adherence to the supreme principle of equal consideration

of customers' risk and the Bank's profit in the introduction of products. The Bank also hopes to promote the step-by-

step promotion of trust businesses other than financial planning products with the aim of providing customers with long-

term asset planning under a comprehensive trust framework. To this end, during the present year the Bank will constant-

ly promote insurance-fund trust, children's development trust, parental care trust, inheritance trust, retirement trust, real

estate trust, securities trust, condominium trust, pre-need contract trust, prepayment trust, money creditor's rights and

collateral rights trust, and compulsory property trust for government officials. Since the types of trust business mentioned

above involve the long-term disposition of assets for customers and cover a wide range of dimensions, the Bank will place

emphasis on product innovation and development, business planning, branch personnel training, direct marketing, the

establishment of operating procedures for individual cases, back-office management operations and customer service, the

establishment of related systems, and enhancement of the ability to handle tax and related legal issues, all with the aim of

providing customers with a low-risk wealth management platform.

5.  International Banking Business 

a. Active participation in international syndicated loans to enhance the awareness of Shin Kong Bank in the market.

b. Application for business branches with relatively large volumes of foreign-exchange business to become designated

forex branches so as to enhance the timeliness of service to customers.

c. Continuous training of international banking personnel so as to strengthen the Bank's international competitiveness.

6.  Credit Card Business

In 2008 the Credit Card Department will strive to upgrade the willingness of customers to use cards for purchases,

emphasize risk control, and constantly develop outstanding customer groups. The following areas of business will be vig-

orously developed according to business targets and trends in the credit card market: 

a. Planning of VIP services, cultivation of the Infinity Card clients at the top of the Bank's customer pyramid, and carry-

ing out of market segmentation.

b. Use of databank resources to carry out segment marketing and heighten the contribution cardholders with different

types of consumption

c. Heightening of card consumption and reduction of the ratio of inactive accounts by working with large card-use pro-

motional activities and the card-use events of major department stores.

d. Establishment of a customer credit scorecard and continuous control of credit-card assets.

e. Aggressive planning of high-profit products and strengthened development of the time-payment business so as to

increase real profits and heighten the amount of revolving credit.

f. Expansion of the scale of the credit-card collection business so as to increase commission income and expand overall

profit sources.

g. Coordination with the financial holding company's cross-marketing plans and promotion of credit cards using the

group's member-company name list to develop new card customers.

7.  Deposit and Remittances Business

a. E-banking services will be strengthened and a diversified financial trading function and service platform will be devel-

oped to heighten the quality of customer services, lower transaction costs, and increase the competitive advantage of

the Bank's virtual business channels.

b. The Bank will satisfy the demand of customers for intelligent electronic financial planning by integrating the server
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systems for all businesses to provide intelligent financial planning management. The Bank will also engage in the

development of new financial products so that its financial products and services will meet market trends and fill cus-

tomer needs.
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