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Message from the

Chairman &
CEO
In 2012, continued debt crises in Europe/U.S.,
fiscal tightening of the US government and
economic slowdown in China stalled the growth
of global economy. Taiwan’s economy, being
highly export-oriented, was in a huge struggle
as well. According to IMF, the world GDP in
2012 was 3.2%, down from 4.0% in 2011. While
in Taiwan, the GDP was down to 1.26% from
previous year’s 4.04% according to estimates
announced by the Executive Yuan.
In addition to the above mentioned negative
factors, the implementation of capital gain tax
on stocks as well as soaring prices of electricity
and gasoline further affected the performance of
domestic stock market, causing our investment
business to suffer. Meanwhile, Taiwan’s DRAM
and Display industries continued to suffer
due to global economic meltdown and severe
competition.
Many financial institutions in Taiwan, including
Industrial Bank of Taiwan(IBT), needed to set
aside additional loan loss reserve for loans
extended to DRAM and Display manufacturers.
As of the end of 2012, I BT ’s total asset
amounted to NT$ 154.1 billion, recording a
growth of 2.4% over 2011. Capital adequacy
ratio was 14.45%, while after tax income for
2012 was NT$ 59.2 million. EPS was NT$ 0.02.
In July 2012, Taiwan Ratings Corp. gave IBT
ratings of ‘twA’ and ‘twA-1’ for the bank’s longand short- term credit. The overall outlook for
IBT was rated ‘stable’ by Taiwan Ratings Corp.
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In spite of various difficulties, IBT managed to
achieve the followings in 2012:

• Expanding presence in mainland
China to ramp up growth
momentum
Following the signing of the ECFA , IBT
was the first Taiwanese bank to engage in
leasing operation in China by establishing
IBT International Leasing Corp. (IBTIL) in
Suzhou in June 2011, which serves as a base
in Yangtze River Delta Area for our further
expansion. In March and August 2012, IBTIL
set up branch offices in Dongguan and Nanjing
respectively to expand service network to
Pearl River Delta Area and Nanjing area. In
2012 IBTIL received the Best New Player
Award from 2012 China Financial Leasing
Ranking. This reward recognized IBTIL for its
risk control system, management capabilities,
professionalism and corporate reputation.
In addition to IBTIL, IBT plans to set up our
second leasing company in China in 2013. We
have chosen Tianjin to establish this company,
which is expected to open in the third quarter
of 2013 to serve clients in Northern China.
In Oct. 2012, China Banking Regulator y
Commission approved the bank to establish
a representative office in Tianjin, making
IBT the first Taiwanese bank to set foot in
Tianjin. The bank will continue to expand its
presence in important economic regions in
China for business development and profit
enhancement.

• Building regional financial service
platform to develop overseas
business
In view of increasing competition in local
financial market and growing demands from
international business, the bank has been
aggressive in building a financial service
platform to serve Taiwanese enterprises in the
U.S., China, Taiwan and Hong Kong. Our Hong
Kong Branch recorded pre-tax earnings of NT$
144 million. EverTrust Bank, IBT’s subsidiary
in the U.S., has also performed well in 2012
in the midst of gradual economic recovery

and reviving real estate market. EverTrust
Bank recorded a gain of NT$ 120 million in
2012. IBT shall continue to take a deep root
in international business development so as
to diversify source of income and enhance
international competitiveness.
Looking forward, the impact from the debt
crisis in Europe seems to be diminishing and
the economies of the U.S. and China are
expected to improve substantially. The world
economy in 2013 seems to be on a track of
recovery. However, amid continued quantitative
e a s i n g m e a s u r e s c o n d u c t e d by m a ny
developed countries, Japan is launching even
more aggressive measures, which caused
JPY to further depreciate, possibly triggering
another wave of c ur rency deprec iation
warfare. The emergence of potential currency
warfare is causing uncertainty to some degree
to the development of world economy.
IBT shall continue to be proactive and prudent
in expanding our business scope, asset scale
and market share. It is expected that the
greatest growth momentum for the IBT Group
will come from China market and the newly
launched leasing business. Therefore, we will
continue to invest our resources and talents
into leasing and banking businesses in China.
Since the bank was founded 14 years ago, we
have been striving to develop our businesses
to pursue growth and sustainable operation.
In the meantime, we endeavored to take on
our corporate social responsibility. In 2011,
the bank was awarded the 9th National Civic
Service Award for our involvement in social
and charitable work. Looking forward, the bank
shall continue to hold on to our core values,
i.e. ‘honor, sincerity, teamwork, innovation,
professionalism and meritocracy’ in delivering
quality services, creating shareholder value
and fulfilling corporate social responsibility.
The suppor t and guidance from our
shareholders will be highly appreciated.

Kenneth C.M. Lo / Chairman & CEO
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Perspective of the

President

Fac i ng the g r a dua l r ec over y o f g l o ba l
economy, IBT shall persist to be prudent and
aggressive in business scope expansion to
enhance group asset scale and market share.
Our 2013 business development strategies
emphasize on the followings:

• Strengthen overall profit
structure to promote source
of stable income
In the analysis of past IBT profit proportion
structure, the trading sector carried a much
heavier weight compared to all other business
units. Prof its generated from trading of
securities, bonds, foreign exchange constituted
a major part of our income. As the market
reacts negatively during the downturn of global
economy, the dependency to the volatile
trading sector did not favor our profit growth
plan. As a result, IBT’s immediate mission will
focus on the growth of non-trading sectors
or “sources of stable income” by increasing
business volumes from financial lending, TMU,
trust, guarantee and leasing.

• Extend business scope and
expand customer base
As a wholesale bank, IBT aimed at middle to
large corporate clients due to cost-effective
consideration. At this moment, small-andmedium-enterprise (SME) is no doubt the
infrastructure of economic framework on both
sides of Taiwan Strait, and to fully support

4

the growth of SME has been adopted as an
important policy for both governments. In the
aspect of business variety and client base
expansion, the bank started aggressively in
developing middle-market-enterprise (MME)
customers. Meanwhile, IBT will develop online banking to bring in client cash flow and
trade finance business; the bank also offers
diversified financing services to SME through
IBT Leasing Co. Ltd. and IBT International
Leasing Corp. Subsidiaries of IBT benefit from
shared services such as financial support,
staff training, and guidance from the parent
company, as well as assistance in business
promotions and client referrals provided by our
financial business unit.

• Strengthen risk management
and adhere to compliance
requirement
Over the years, IBT has established a sound
risk management mechanism supervised by
the Risk Control Committee at Board level.
Such mechanism covers both credit and
operational risks and is strictly implemented
by the front, middle and back offices. Amid the
global economy uncertainty, IBT will remain
prudent in expanding its asset portfolio by
adhering to the internal risk control guiding
principles. In addition, IBT will strengthen
its compliance management team to ensure
its daily operation to be fully compliant with
domestic and international standards set by
the various regulators.

• Elaborate cooperation within
IBT Group to maximize
business opportunities
Following the signing of ECFA, establishment
of cross-strait Monetar y Settlement
Mechanism, and strategic presence of IBT
Group in Great China, business opportunities
resulting from synergy and resource exchange
among IBT and its affiliates will certainly grow.
Starting from this year, IBT Group will team up
to offer a one-stop-shop of complete financial
services to satisfy the needs of customers.
Meanwhile, IBT launched the implementation
of GRM (Group Relationship Manager) system
since 2012; risk controlling and management
strategy between IBT and client-associated
g r o up s we r e to b e i nte g r ate d, a n d we
endeavor to provide an all-inclusive group-togroup service as our ultimate goal.
Looking forward, in addition to accelerate
our pace in business growth, we will also
strive to improve the professionalism and
competitiveness of our most valuable asset personnel. I have faith that through the joint
efforts of all the employees, the bank will
achieve excellent financial results in the years
to come.

Tony C. Y. Yang / President
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Business Review

The bank’s head office is located in Taipei
with branches in Hsinchu, Taichung and
Kaohsiung. We have also set up corporate
f inanc e teams at Taoyuan and Tainan.
Through these locations, the bank provides
comprehensive financial services to clients
around the island. The bank’s first overseas
branch, Hong Kong branch, was open in April
2009. It extends our service network to Hong
Kong and Greater China Area to closely serve
industrial clients and Taiwanese enterprises.
We expect to deliver a win-win result through
a mutual-beneficial and long-term cooperation
with our clients.

1. Credit Extension
In retrospection of the year 2012, the bank
continued to take a prudent approach to
assure its loan asset quality and reasonable
yields. The dollar amount of credit extension
at the end of 2012 was NT$ 88.9 billion,
consisting of NT$ 83.9 billion of loans, NT$
5.0 billion of guarantee, and NPL ratio at
0.67%. The credit extension business in 2012
recorded a growth of 16% over 2011.
With respect to industry distribution, 24.83%
of our loans were extended to electronics
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industry; 12.79% to petrochemical and textile
industries; 10.15% to transpor tation and
equipment; 11.66% to finance and investment
companies; 11.73% to construction, cement
and real estate; 2.74% to communication
systems; 6.30% to steel and metals; and
19.80% went to others.
For loans extended to electronics sector,
opto - elec t ronic s ac c ounted for 9. 2 2% ,
followed by electronics components (5.06%),
semiconductor (4.81%), information hardware
(2.88%), solar energy (1.75%), channels
and other electronic products (1.05%), and
information software (0.06%).
Pursuing stable growth and risk diversification,
we have been striving to expand our client
base and secure medium size enterprises
to provide a good basis for our cross-selling
efforts. At the end of 2012, the number of
active client accounts was 623.
Since the bank’s founding, we have been
active in the syndication loan market. As of
the end of 2012, the bank has been the lead
manager for 274 syndication loans, covering
a wide range of industries: electronics, optoelectronics, steel, transportation, electrical

engineering, textile, food, chemical, leasing,
securities finance and communication. These
loans have successfully raised funds for capital
expenditures from plant construction and
equipment to financial structure enhancement
and medium-term operating capital, assisting
our clients in sustaining growth and market
competitiveness.
In 2012, the slowdown due to uncertainty
in overall global outlook and US economy
depression caused enterprises to reduce
capital expenditure and thus industries of
DRAM, Display, LED, and Solar Systems in
Taiwan were greatly impacted. As a result, the
demand for syndication loans is decreasing
as well. It has become more difficult for the
bank to secure mandates. However, the bank
still managed to lead or co-lead 14 syndication
loans in 2012. The borrowers are from a wide
range of industries, including companies like
Wonderful Hi-Tech Co., Ltd., AerCap Dutch
Aircraft Leasing IV B.V. , Powercom Co., Ltd.,
Pacific Andes Food (Hong Kong) Company
Limite d, Chai l e as e C o nsum e r Financ e
Co., Ltd., Kang Na Hsiung Enterprise Co.,
Ltd., Topoint Technology Co., Ltd., Buwon
Advanced Coating Technology Co., Ltd., TexRay Industrial Co., Ltd., Hwa Fong Rubber

Industry Co., Ltd., Chung Yo Department
Store Co., Ltd., K. Land Holdings Corporation,
Time O n Invest ment Ltd., and Jih Sun
International Leasing and Finance Co., Ltd.
Total syndication amount was NT$ 16.0 billion.

2. Deposits
The majority of our bank’s funds is used
for medium- and long-term purposes. For
liquidity and security, we not only take into
consideration the duration of our time deposits,
but also try to attract more savings deposits.
As of the end of 2012, the deposits balance
was NT$ 94 billion, a growth of 9% over 2011.
Along with the growth of our foreign currency
l oans, t he bank has also ag gre s sive ly
expanded our foreign currency savings.
Despite f ierc e c ompetition, our foreign
currency deposits at the end of 2012 amounted
to an equivalent of NT$ 20 billion, up by 32%
over 2011.
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3. Foreign Exchange and Off Shore
Banking
We continued to pursue growth as well as
stability in our foreign exchange businesses.
Our foreign currency denominated loans
reached NT$ 20.8 billion as of the end of 2012,
recording a growth of 34% over 2011.
To provide services to clients conducting
cross-border operations and help them to
secure offshore funding, the bank engages
in DBU and OBU operations. The bank also
assists Taiwanese firms in China to wire back
their profits through our value-added services.
To respond to rapidly developed crossstrait economy and improve service quality
to Taiwanese enterprises, both our offshore
banking unit and Hong Kong branch have
started to offer RMB services. Thus, our
businesses will be further diversified and more
business opportunities may arise.

4. Direct Investment
Under the circumstances of worsening global
economy and continued diminish in domestic
demand, economy in Taiwan undoubtedly
was affected to decline. With emergence
of all kinds of unfavorable factors such as
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decreasing exports, lacking of investment,
declining in economy grow th, economic
reformation to transform cannot be achieved
in a short period of time. As a result, we had
gradually shifted our focus from high risk/
return electronic hardware industries to huge
business opportunities that relate to domestic
demands from both sides of Taiwan Strait.
We intend to capture growth yet minimize
our risk exposure to create maximum profit.
In 2012 the bank had 8 new investments:
Rotam Global AgroSciences Limited, Primax
Electronics Ltd., Apogee Optocom Co., Ltd.,
Biodenta Corporation, Iron Force Industrial
Co., Ltd., Jinli Group Holdings Limited, Taiwan
Bifido Foods Inc., Nisho Image Tech, Inc. Total
dollar amount of investments for 2012 was
NT$ 272 million.

The bank continues to strengthen its
investment management by closely tracking
a n d eva l u a t i n g t h e p e r f o r m a n c e s a n d
operation of the companies in our portfolio and
by watching for good timing for divestment.

In addition to providing medium- and longterm funds to the portfolio companies, the bank
capitalizes on its networking and resources to
assist portfolio companies to grow and to seek
new development trends.

Investment Portfolio Analysis

To o pt imize o ur c ap it al ef f i c i e nc y an d
strengthen investment management, the
bank shall adjust its investment portfolio in
oppor tune time to maximize shareholder
value. As of the end of 2012, there were
a total of 85 companies in our investment
por t folio. Total investment balance was
NT$ 3.81 billion. The companies in our
portfolio are from the following industries:
electronics, communications, semiconductor,
biotechnology, and venture capital. The
semiconductor accounted for 12% of the
portfolio, followed by Opto-electronics (7%).
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5. Financial Products Trading

7. Project Finance

The bank engages in financial products
trading and marketing. The bank trades
foreign exchange, interest rate products and
their derivatives. With regard to marketing,
our Treasury Marketing Unit (TMU) provides
professional consultation to our corporate clients.

Project finance is the long term financing of
infrastructure, industrial and public service
projects based upon the projected cash flows
of the project rather than the balance sheet of
the project sponsors. Project finance usually
adopts a non-recourse or limited recourse
financial structure where project debt and
equity used to finance the project are paid
back from the cash flow generated by the
project.

Taking into consideration of safety, liquidity
and profitability, we have actively engaged in
financial product trading in 2012 to manage
interest rate and foreign exchange risks.

6. Securities Trading
In 2012, global economy still experienced
turbulence due continued European debt
crisis and impacts arising from economic
downturn and soaring unemployment rate;
Macroeconomics of U.S. presented a gradual
recovery, yet problems of rising budget deficits
and fiscal cliff were to be solved; Mainland
China inevitably encountered the slowdown
of economy growth following the downward
economy of Europe and U.S. As for stock
market in Taiwan, uncertain factors such as
tax on stock capital gains, raising price on gas
and utility, and health insurance from a pretax
benefit to taxable income caused withdrawal of
market funds, shrinkage of share volumes, and
so as to weaken international stock market.
The TSE index dropped to 6857, the lowest in
2012, from its year high at 8170, recording a
gap of 16%. The TSE index closed at 7699.5
at the end of 2012, rising by 627 points (or
8.9%) within a year.
In 2012, the TSE index dropped below 7000
points several times, in conjunction with
un-eliminated factors inside or outside the
market, both confidences in market and share
volumes dropped. Our traders adopted prudent
principles to cut down their holdings of stock to
reduce possible financial loss. As of the end of
2012, the dollar amount of equities held by the
bank was NT$ 300 million, with a realized gain
of NT$ 53 million.
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Infrastructure projects in relation to transportation, energy and environmental protection,
construction of business/educational facilities
or commercial real estate are possible targets
for project finance. Our government has been
encouraging private sectors to participate in the
public infrastructure and metropolitan renewal
projects in order to bring in private funds and
creativity.
To project sponsors or corporations, the bank
can provide advisory services on financial
planning, feasibility study, structuring a
syndicated loan, agreement negotiation, and
searching equity investors. The bank itself
may participate in a project as an investor
or a lender. The bank may further provide
customized advisory services, e.g. M&A,
corporate restructuring, private placement,
leveraged buy-out and tax planning.

8. Trust Business
Via its Trust Department, the bank provides
money trust service, financial advisory service
on asset securitization, and custodian service
for marketable securities.
With regard to money trust service, the bank
engages in ‘money trust with designated
investment in foreign marketable securities,’
‘ a d v a n c e p a y m e n t t r u s t ,’ ‘ r e a l e s t a t e
transaction trust,’ and ‘syndication loan
related trust.’ The clients for our money trust
business are mainly institutional investors or
corporations. As of the end of 2012, total dollar
amount of money trust reached NT$ 12.37
billion. The bank also provided custodian
service for marketable securities valued at
NT$ 2.3 billion.
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Business Plans
1. Short Term Plans
Strengthening overall profit structure to promote source of stable
income
In the analysis of past IBT profit proportion
structure, the trading sector carried a much
heavier weight compared to all other business
units. Profits generated from trading on
securities, bonds, foreign exchange constituted
a majority part of our income. As the market
reacts negatively during the downturn of global
economy, the dependency to the volatile
trading sector did not favor our profit growth
plan. Even the bank has strived to adjust its
business model by reducing dependence on
profits generated from trading business, there
is still room for improvement. In 2012, we shall
18

endeavor to generate more stable income by
increasing contribution from businesses such
as loans, TMU, trust, guarantee and leasing.

Aggressively deploying
strategic presence in mainland
China, extending business scope
and expanding customer base
As a wholesale bank, the IBT focuses primarily
on large corporate clients due to cost-effective
consideration. However, small and medium
enterprises (SME) are becoming important
players on both sides of the Taiwan Strait.
Governments on both sides have adopted
policies to support the development of SME.
To expand business scope and client base, we
will take an aggressive approach in promoting
our leasing businesses to tap into the SME

segment through IBT Leasing Co., Ltd. and IBT
International Leasing Corp. We developed online banking as well with expectation to bring
in client cash flow and trade finance business.
Subsidiaries of IBT benefit from shared services
such as financial support, staff training, and
guidance from the parent company, as well as
assistance in business promotions and client
referrals provided by our financial business unit.

2. Medium and Long Term
Plans
Integrating Group resources to
maximize synergy
Various business units within IBT Group are
expected to interact much more frequently in
the future following the financial de-regulation

on both sides of the Strait and our growing
presence in China. One of our primary focuses is
to strengthen the cooperation among our various
business units. Since RMB services are now
offered in both China and Taiwan, in compliance
with regulations and financial examinations, we
hope to provide integrated financial services to
Taiwanese enterprises on both sides through
cooperation among the bank and its affiliates,
China Bills Finance Corp., IBT Securities Co., Ltd.
and IBT Leasing Co., Ltd.

Enhancing personnel training and
promoting international insight
International business has been developed
and progressed following the financial deregulation of both sides of the Taiwan Strait
and our growing presence in China. We
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Financial
Report

established representative office in Tianjin
and leasing c ompanies in Suzhou, and
set up leasing business sites in Dongguan
and Nanjing. To catch up with the pace of
internationalization, it is on the top of our
personnel agenda to recruit internationaloriented human talents and provide staff
training to meet our growing needs.

Strengthening our competitiveness in Taiwan to solidify cornerstone of overseas expansion
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In addition to making entry into China, it is
equally important for IBT to strengthen our
competitiveness in Taiwan. IBT will continue
developing its expertise in financial innovation
and product R&D to seek internal growth.
However, seeking external growth through
merger & acquisition in Taiwan will not be
excluded. Through enhanced competitiveness,
the bank will strengthen its position in
Taiwan’s banking industry so as to provide a
solid foundation for our overseas business
development.
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