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It's my pleasure to make the presentation for

you all after hearing these international financial

institutions' presentations.  I believe that our case

study could make good response to their recom-

mendations.  Let's start it now.

Before 1990s, Chinese Taipei's financial mar-

kets were strictly supervised.  New financial insti-

tutions were not allowed to set up.  Interest rates for

deposits and loans were determined by the central

bank.  And product innovation was not encouraged.

In the early 1990s, Chinese Taipei opened the

markets for new players.  As a result, 16 commer-

cial banks set up, more than 200 of securities firms

established, and dozens of insurance companies set

up during the time.

However, these new financial institutions

gradually created the fierce competition in the mar-

kets,especially in the banking sector. Non-perform-

ing loans were growing significantly after the Asia

financial crisis in 1997.

This situation pushed us to engage in financial

reforms.  For attracting foreign investment, we

believe that the more transparency of information

disclosure, the better result it will be.

Firstly I would like to tell you the market size

of Chinese Taipei's banking industry.  The average

total banking assets in 2005 was around US$456

billion, which is the number 3 in Asia excluding

Japan.

The main achievement of our reform in the

banking sector is the significant decreasing of

NPLs, which declined from the peak of 11.74% in

March 2002 to merely 2.46% in March 2006.

At the moment, the main issue of our ongoing

reform and the market's concern is the M&A activi-

ties in the banking industry.

Now, I would like to briefly introduce our

reform measures in the banking section.  Interest

rate control on deposit and loans was lifted in 1989.

16 new commercial banks set up in 1991 and

1992.

In 2000 we allowed banks to set up sub-

sidiaries to engage in variety of financial business

including securities and insurance.

Since 1998, we started to privatize state-

owned banks, which were the market dominators

for long time.  So far, 9 former state-owned banks

had been privatized, and the remaining 3 state-

owned commercial banks are on the process of

being privatized.

Thank to the trend of M&As, a lot of banking

institutions have disappeared from the market

since 1994.

Since we allowed the financial holding com-

panies to set up in 2001, so far the 14 financial

holding companies in Chinese Taipei own 16

banks, 14 securities firms and 8 insurance compa-

nies.  On the front desk they are allowed to do the

cross-selling of products and share premises.

Regarding the back office they are allowed to share

resources including IT services and customer

information when a proper firewall and Chinese

wall are in place.  

Regarding globalization, in 2005, 20.6% of

pre-tax net profit was come from banks' overseas

branches and Offshore Banking Units.

We also open our markets to foreign players.

Foreign shareholders are allowed to hold 100%

shares of a local bank.  And a recognized foreign

financial holding company can hold 100% owner-

ship of a domestic bank.

We also spare no time to build up our asset

securitization market since 2003.  So far, 37

issuances have occurred.  Target assets can be

financial assets or real estate.  The total amount of

these issuances reached US$8.7 billion.

Allow me to tell you the size of our capital

markets.  Market cap of our stock market reached

US$440 billion by 2005, which was the number 3

in Asia excluding Japan.  The shareholdings of for-

eign investors accounted for more than 30% of the

market cap.

Our stock market enjoys high liquidity.

Average turnover rate reached 132% in 2005,

which was the second highest in Asia and the sev-

enth highest in the world.

Regarding the bond market, total outstanding

bonds reached US$155 billion by 2005.

Since transparency is the key issue to develop

capital markets, we required all public companies

to disclose their semiannual consolidated financial

reports from this year.  For financial holding com-

panies and investment holding companies, they are

required to disclose their quarterly consolidated

financial reports.

Regarding corporate governance, all public com-

panies' top management and accountants shall bear

civil liabilities for false accounting since 2006.

To encourage foreign participation, since

March 2006 foreign investors have been allowed to

buy and sell futures for non-hedging purposes, and

their trading activities can use omnibus accounts,

which means one account covers more than one

beneficiary.

To further facilitate foreign investment, we

have simplified their registration system, relaxed

the restrictions on securities borrowing and lend-

ing, extended their deadline for settlement owing to

their need of currency exchange, and allowed them

to transfer assets among depositary accounts

belonging to the same beneficiary.

We also allow offshore funds to be issued and

traded in the island.

Private funds are now available for domestic

investors.

Local companies are allowed to issue foreign

currency dominated corporate bonds, convertible

bonds and corporate bonds with warrants. 

To facilitate bond trading, we launched the

Electronic Bond Trading System in 2003.  Since

then the trading amount has grown significantly.

Besides, owing to the FSC's efforts, Reuters,

Citigroup and Lehman Brothers have already pro-

vided our government bond indices, which is an

essential benchmark for foreign investors to invest

in our bond market.

Now, I would like to introduce our insurance

sector.  The industry's total assets reached US$182

billion by 2005, also the number 3 in Asia exclud-

ing Japan.

The industry is expected to gain on a new

labor pension scheme, which allows a company

with 200 or more laborers to buy insurance compa-

nies' annuity products as their pension schemes.

Due to our open-market policy, so far 7 life

insurance companies and 2 non-life insurance com-

panies are 100% owned by foreign shareholders.

In terms of privatization, all of the four previ-

ous state-own insurance companies were all priva-

tized by the end of 2002.

To enhance their capital adequacy, we imple-

mented the capital amount system for insurance

companies in July 2003, and the related risk capital

information has been disclosed by the FSC periodi-

cally.

The vision of our financial reforms includes 3

main points.  Firstly, build up Chinese Taipei as the

regional fund-raising center and asset management

center.  Secondly, promote Chinese Taipei's finan-

cial institutions as global players.  And thirdly,

build up Chinese Taipei as the regional gateway of

financial services.

That's the end of my presentation.  Thank you

for your listening.

（全文完）

The 22nd Technical Working Group Meeting of the APEC Finance Ministers' Meeting
Policy Initiative: Reforming the Financial Sector to Attract Capital Flows Case Study of Chinese Taipei 

行政院金管會∕科長 黃錫和
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It has been
discovered that wherever
we travel we will experience some type of environ-
mental or cultural surprises. The extent, of these
"surprises" or shocks, depends on many factors and
can make us feel uncomfortable. We may feel that
we are like "fish out of water".

Whenever someone travels overseas they may
feel like they are "a fish out of water." Like the
fish, they have been swimming around in their own
familiar culture for a long time, if not most of their
lives. A fish doesn't think about what water it is in.
Likewise, we often do not think too much about the
culture we are raised in. Our culture helps to shape
our identity. Many of the things we do to commu-
nicate are different from other cultures; like body
language, words, facial expressions, the tone of our
voice, idioms and slang. One of the reasons that we
may feel uncomfortable in another culture is
because it is a new culture and we do not know all
the ways that that new culture uses to communicate
with members from its own culture.

Psychologists tell us that there are five dis-
tinct phases of culture shock. It is important to
understand that culture shock happens to all people
who travel abroad but some people have much
stronger reactions than others.

During the first few days of a person's stay in
a new country, everything usually goes fairly
smoothly. The new comer is excited about being in
a new place where there are new sights and sounds,
new smells and tastes. The newcomer may have
some problems but usually accepts them as just
part of the newness. They may find themselves
staying in hotels or with a home-stay family that is
exciting to meet the foreign stranger. The newcom-
er may find that "the red carpet" has been rolled
out and that they may be taken to restaurants,
movies and tours of the local area. The new

acquaintances may want to take
the newcomer out to many places and

"show them off". This first stage of culture
shock is called the "honeymoon phase."

Unfortunately, this honeymoon phase often
comes to an end fairly soon. The newcomer has
to deal with transportation problems (buses that
don't come on time), shopping problems (can't
buy their favorite foods) or communication
problems (just what does "chill  out,  dude"
mean?) It may start to seem like people no
longer care about your problems. They may help
but they don't seem to understand your concern
over what they see as small problems. You might
even start to think that the people in the host
country don't like foreigners.

This may lead to the second stage of culture
shock, known as the "rejection phase." The new-
comer may begin to feel aggressive and start to
complain about the host culture/country. It is
important to recognize that these feelings are real
and can become serious. This phase is a kind of cri-
sis in the "disease" of culture shock. It is called the
"rejection phase" because it is at this point that the
newcomer starts to reject the host country, com-
plaining about and noticing only the bad things that
bother them. At this stage the newcomer either gets
stronger and stays or get weaker and goes home
(physically, mentally or both). 

If you don't survive stage two successfully,
you may find yourself moving into stage three,
which is called the "regression stage". The word
"regression" means to move backwards and in this
phase of culture shock, you spend much of your
time speaking your own language, watching videos
from your home country, eating food from home.
You may also notice that you are moving around
campus or around town with a group of students or
friends who speak your own language. You may
spend most of your time with these people com-
plaining about the host country and culture.

Also in the regression phase, you may only

remember the good things about your home coun-
try. Your homeland may suddenly seem marvelous-
ly wonderful; all the difficulties that you had there
are forgotten and you may find yourself wondering
why you ever left. You may now only remember
your home country as a wonderful place in which
nothing ever went wrong for you. Of course, this is
not true because it is an illusion created by your
culture shock disease/situation.

If you survive the third stage successfully,
(or miss it completely) you will move into the
fourth stage of culture shock called the "recovery
phase". In this stage you become more comfortable
with the language and you also feel more comfort-
able with the customs of the host country. You can
now move around without a feeling of anxiety. You
still have problems with some of the social cues
and you may not remember everything people say,
especially the idioms, however, you are now 90%
adjusted to the new culture and you start to realize
that no country is that much better than another, it
is just different lifestyles and different ways to deal
with the problems of life.

With this complete adjustment, you accept the
food, drinks, habits and customs of the host coun-
try and you may even find yourself preferring
some things in the host country to things at home.
You have now understood that there are different
ways to live your life and that no way is really bet-
ter than another, just different. Finally, you have
become comfortable in the new place.

It is important to remember that not everyone
experiences all the phases of culture shock. It is
also important to know that you can experience all
of them, at different times. You might experience
the regression phase before the rejection phase and
so forth and so on. You might even experience the
regression phase on Monday and honeymoon
phase on Tuesday and the rejection phase again on
Wednesday. 

Much later, you may find yourself returning to
your homeland and guess what? You may find your-
self entering the fifth phase of culture shock, which is
called the "reverse culture shock" phase and usually
occurs when you return home. You have been away
for a long while, becoming comfortable with the
habits and customs of a new lifestyle and you may
find that you are no longer completely comfortable in
your home country. Many things may have changed,
while you were away and it may take a little while to
become at ease with the cues and signals of your
home culture.

Reverse culture shock can be very difficult.
There is a risk of sickness or emotional problems
in many of the phases of culture shock. Remember
to be kind to yourself all the time that you are
overseas and when you do return home, give your-
self time to adjust. Be your own best friend. If you
do these things you will be a much stronger per-
son. If you do these things, congratulations, you
will be a citizen of the world.

（全文完）

Suzan Babcock  （財訓所講座∕師大講師 白素玉）
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