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Reflecting on 2006, inspired by boosting U. S. economy in 
addition to continuous rapid growths recorded in China and India, 
European and Japanese economies also showed upward strength 
after years of stagnation.  Thanks to steady geopolitical situation 
and more secured oil supply, energy prices remained stable. 
Furthermore, global economy also improved due to stronger world 
stock performances.  According to Global Insight Inc., economic 
growth for 2006 was registered at 3.9%, slightly up 0.4% from 
3.5% of 2005.

Domestically affected by hiking industrial raw material prices 
worldwide, more expensive imported machineries and 
equipments, and unfavorable outcomes of publicl owned 
enterprises and investments, private investments dropped sharply.  
Luckily motivated by positive external trade performance, total 
annual economic growth for 2006 was 4.62%, up 0.53% than that 
of 2005.  Overall, 2006 saw better foreign trade than domestic 
consumption in Taiwan's economy.

Looking into 2007, under the premise of steady international oil 
prices and interest rates, Global Insight Inc. predicted a slow and 
mild annual growth rate of 3.5% for world economy.  However, 
local private consumption is expected to grow as a result of 
gradually subsiding credit card and cash card disputes and better- 
improved stock, real estate as well as labor markets.  Private 
investments are also anticipated to increase as Government 
continued to promote various major investment projects.  
Directorate General of Budget, Accounting & Statistics, Executive 
Yuan foresees the nation's 2007 economic growth to be 4.30%.
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Facing with future challenges, FEIB will implement fervent growth 
strategy to make further breakthroughs, focus on the developments 
of core business groups, and maintain good stable asset quality so 
as to strive for long-term steady growth.  Operating goals for 2007 
are summarized as follows:

(1 ) Individual Banking Business:  Based on the "Six Money" 
principle (earn, spend, deposit, borrow, save, and protect), FEIB 
provides its clients customized services, design various 
portfolios according to different stages of life, strengthen and 
integrate marketing efficiency, actively develop a variety of trust 
and portfolio financial products, provide quality wealth 
management services, enhance insurance cross sales and 
professional consulting marketing to offer clients professional 
insurance services, and promote e-commerce services such as 
WebATM.
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During recent years, the banking business has to cope with credit 
card and cash card disputes impact, stagnant consumption market, 
merger pressure and quickly changing financial environment.  In 
order to elevate operating efficiency, Far Eastern International Bank 
(FEIB) has not only made endeavors to strengthen risk 
management, improve asset quality, consolidate its human, 
information and marketing resources, but also continued in 2006 
the restructuring efforts to integrate its operating units to comprise 
Corporate Banking, Financial Markets, Consumer Banking & Credit 
Card, and Individual Banking Groups.  Consumer banking, credit 
card and financial markets related businesses have come directly 
under Risk Management Department which has become a first-
layer unit and combining with Administration & Support and IT 
Departments forming the three major management units.  With 
professional division of each core business unit, the FEIB hopes to 
further improve its operating efficiency so as to extend the Bank's 
existing good performance.

In the coming year, based on its core business units FEIB is 
determined to focus on the developments of its major businesses, 
increase profit-earning capability, and maintain good asset quality.  
Furthermore, taking advantage of the Group's resources and 
synergy effect, the Bank hopes to not only enhance cross 
marketing to accomplish steady inward growth, but also seek for 
strategic alliance as well as merger opportunity to achieve outward 
growth.  Facing with future challenges, all colleagues of FEIB with 
consistent sincere and steadfast attitude are confident to offer 
clients with the most professional, top-quality financial services and 
create highest value and satisfaction to our shareholders.



(2) Consumer Banking and Credit Card Businesses:
A.Consumer Banking:  Strengthen consumer banking risk 

management, improve loan asset quality, expand in-depth 
interactions among existing clients to offer more professional, 
refined services to maintain customer loyalty and increase 
profit gain.

 B.Credit Card:  Number of cardholders will again exceed one 
million in 2007 by issuing Far Eastern/Formosa co-brand 
cards and HAPPY GO bonus group cards.  FEIB is also 
designing various usage promotions and special usage bonus 
projects to increase spending volume and revolving balance.  
A self-owned business team is formed to enhance risk 
management and control and handle loan products with 
care to improve profit gain.

(3)Corporate Banking Business:  Effectively consolidate resource 
allotment, provide omni-directional solution plans, develop and 
cultivate top-tier clients, closely select target market, strengthen 
lending pre-warning system, improve loan quality, implement 
matrix organization, promote niche products, establish client 
management system, enhance resource allotment efficiency, 
expand e-finance platform, provide clients with effective cash 
management service, continue to enlarge supply chain 
financing business with the promotion of center-satellite system, 
and expand operation of Hong Kong Branch to extend Greater 
China financial services.

(4)Financial Markets Business:  Provide diversified financial 
services, foster and cultivate customer base, create financial 
products, enhance added value, develop automated financial 
transactions, elevate efficiency, control risk management, and 
generate profits.

(5) Administration & Support Group:  Exert to achieve the whole 
Bank's resources integration, improve operation process to 
achieve higher efficiency, implement corporate governance and 
internal auditing complying with laws and regulations, provide 
innovative IT solutions and digitalization plans so as to 
strengthen product efficiency and service quality.  As to risk 
management, FEIB completed in 2006 the integration of its Risk 
Management Department and largely elevated its risk 
management capability plus data safety after passing ISO27001 
certification in recognition of its information safety 
management.

Under intense competitions, following the Group's founding 
motto "Sincerity, Diligence, Thrift & Prudence" added with 
"Innovation", FEIB aims to become one of the most professional 
and refined banking institutions in the Greater China region.  
The Bank is not only determined to provide the most complete 
and ideal portfolio for its individual as well as corporate 
banking clients of the Greater China financial markets, but is 
confident to achieve higher profits to satisfy its clients, 
shareholders and staffs to jointly create more outstanding results 
in the many more years to come.
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Strictly abiding by principles for corporate governance, FEIB is 
dedicated to achieving its operating goals through sound 
management system and effective auditing mechanism so as to 
improve competitive advantage in the market and ensure 
shareholders, employees and other relative benefits.  The ultimate 
aim is to create maximum value and good corporate citizenship.  
The Bank's corporate governance principles are summarized as 
follows:
1. Comply with relevant laws and regulations and intensify internal 

management.
2. Protect shareholders' equity.
3. Strengthen the powers of the Board of Directors
4. Fulfill the functions of Supervisors
5. Respect rights and interests of the related parties.
6. Enhance information transparency.

Under the principles of corporate governance, first of all FEIB 
strictly abided by supervising laws, has established and effectively 
implemented a thorough internal control system, set up Auditing 
Department under Board of Directors to execute independently 
internal auditing mission and report regularly to the Bank's Board 
Members and Supervisors.  Furthermore, FEIB holds shareholders' 
meeting, openly posts important messages on public information 
watch station, handles business among related parties and group 
affiliated companies totally conforming to regulations to ensure 
shareholder's equity.  Also, fully capable and competent board 
members convoke regular board meetings to decide upon 
important strategies and policies, supervise the management and 
protect shareholders' interest.  Various functional committees are 
set up to assist the promotion of each important policy.  The Bank 
selects Deloit & Touche to conduct independent audits, check on 
its financial situation and internal control.  Supervisors are also 
appointed in accordance with rules and regulations to effectively 
supervise on the execution of operation and lower risk.  With 
optimal handling mechanism and communication channel, FEIB 
highly respects and safeguards legal rights of employees, consumers 
and other interested parties.  Last but not least, the Bank has set up 
spokesperson and acting spokesperson, exclusive website, and 
investors' forums to disclose information relevant to corporate 
governance and enhance transparency of data information.
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1. Assets and Liabilities Management Committee

To strengthen its assets and liabilities management and structure, 

FEIB established the Assets and Liabilities Management 

Committee to draw up the Bank's assets and liabilities policy and 

floating risk management guidelines, and also study interest rate 

policy to make conclusions to present to the Board of Directors 

for approval and execution.



2. Credit Committee

To expand business, improve credit quality and working 

efficiency, FEIB has set up the Credit Committee to handle and 

review credit cases with amounts exceeding manager's 

authorization.  Conclusions reached by this Committee are 

presented to the Executive Vice Presidents, President or Board 

of Managing Directors for final approval and execution.

3. Personnel Committee

To set up a proper system of reward and reprimanding, select 

and promote outstanding talents, and enhance working 

efficiency, FEIB established the Personnel Committee to review 

the whole Bank's human resource planning, personnel 

regulations, promotions, rewarding and reprimanding, making 

conclusions to present to the Board of Directors for approval 

and execution.

4. Investment Committee

In order to formulate investment policy and guarantee 

investment profit gain, FEIB has formed the Investment 

Committee to review investment policy of short-term bills and 

then to be executed by the Financial Markets Dept., and also to 

review various mid- and long-term investment projects to make 

conclusion to present to the Board of Directors for approval and 

execution.

5. Trust Assets Committee

To expand trust assets business, FEIB established the Trust Assets 

Committee.  With one Vice President serving as its Convoker 

and Committee Chief, this Committee holds meeting in the last 

month of each quarter to review trust assets of each client and 

then prepare status reports signed by all attending committee 

members to be presented to President and Chairman for their 

approval and then report to the Board of Directors.

6. IT Steering Committee

To meet the Bank's diversified and omni-directional financial 

service needs, FEIB has formed the IT Steering Committee to 

study IT system development trend and review the whole Bank's 

IT operating system setup.  Coping with FEIB's business 

developments, the Committee will make proposition, supervise 

IT system development, and then present conclusions for the 

Board of Director's approval and execution.





FEIB registered in 2006 total assets of NT$344 billion, NT$38.3 

billion higher than or 13% up from 2005.

1.Deposits

At the end of 2006, FEIB's deposits (including due to banks) 

amounted to NT$271.8 billion, increased NT$38.3 billion, or 

16% year on year.

2.Loans

At the end of 2006, FEIB's outstanding lending was NT$267.7 

billion, NT$13 billion higher or up 5% as compared to that of 

2005.  Total Loans were NT$225.3 billion, up NT$11.1 billion or 

5% than 2005.  Non-performing loan ratio was 2.13%, and the 

coverage ratio of bad debts was 43.85%.
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FEIB's operating net income in 2006 was NT$8.165 billion, down 

NT$1.905 billion than that of 2005.  While the impact of credit 

card and cash card disputes led to shrinking of unsecured 

consumer lending business volume, intense price war competition 

of corporate banking and mortgage loan market caused the Bank's 

2006 net interest income of NT$5.127 billion and net fee income 

of NT$1.752 billion to both decline from a year ago.

FEIB's provision for possible loss was NT$6.174 billion in 2006, up 

NT$1.805 billion than that of 2005.  After-tax net loss for the year 

was NT$1.67 billion and net loss per share was NT$0.89.
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To cope with credit card and cash card disputes and maintain good 

asset quality, FEIB's provision for possible loss was NT$6.174 billion 

in 2006, up NT$1.805 billion than a year ago.  With non-

performing loans ratio at 2.13% and the coverage ratio of bad debt 

at 43.85%, the Bank already conforms to the Financial Supervisory 

Commission's grading as good-quality bank and stable financial 

institution.  FEIB's total BIS ratio was 8.89%, among which Tier I 

reached 8.29%.
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2. Insurance Agency

At the end of 2006, FEIB's insurance agency revenue dropped 

27.67% from 2005, net income achievement rate stood at 98%, 

also down 7.88% than a year ago.

1. Wealth Management

In 2006, FEIB's assets under trust (including OBU) totaled 

NT$32.1 billion, up 33.41% than that of 2005.  Fees income 

grew 31.74% year on year.
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1. Consumer Banking

On December 31, 2006, FEIB's outstanding consumer banking 

loan amounted to NT$139.1 billion, grew 6.92% than that of 

2005, among which mortgage loan was NT$115.4 billion, up 

11.5% than a year ago, personal loan decreased 6.88% to 

NT$20.3 billion, and due to shrinking automobile market 

automobile loan dropped some 30.61%.

2. Credit Card

As of the end of 2006, the number of cards in force issued by 

FEIB exceeded 815,000.  Spending volume totaled NT$20.45 

billion and to control credit quality, revolving balance at end 

2006 dropped to some NT$13.92 billion, down 27.4% than the 

previous year.



On December 31, 2006 FEIB's outstanding corporate banking loan 

was NT$84 billion, up 20% than 2005.  Factoring business grew 

36% to about NT$35 billion, import volume was some US$620 

million, up 16% than 2005 and export volume was around 

US$350 million, grew 18% than a year ago.
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At the end of 2006, FEIB's balance of government bonds 

purchased amounted to NT$13.375 billion.  Derivatives focusing 

mostly on FX forward contract (forward purchase & forward sale), 

swaps and options reached US$10.493 billion; convertible bonds 

and asset swap undertaken by FEIB totaled NT$6.987 billion.





FEIB has set up Risk Management Dept. under which Corporate 
Banking and Consumer Banking Teams manage directly risk control 
over corporate banking, financial markets, consumer banking and 
credit card businesses.  Relevant lending policies, guidelines, 
procedures, methods, new product developments, and credit 
authorization of each Business Group should first be reviewed by 
the Risk Management Dept. and the submitted the top 
management for approval, so as to achieve the effect of centralized 
control over the Bank's risk management.

Under Corporate Banking Team of the Risk Management Dept. 
there are currently five Units namely Corporate Lending Credit 
Review, Asset-based finance Credit Review, Financial Markets 
Middle Office, Credit Administration, and Compliance Review 
Units. credit Review Units are responsible for the review of credit   
applications. Credit Administration Unit is responsible for setting 
up regarding credit extension and risk control. Financial Market 
Middle Office is in charge of the evaluation of daily trading 
position and limit control.  Compliance Review Unit supervises the 
whole Bank's lending  operations are in compliance with approved 
terms and conditions.

Under Consumer Banking Team of Risk Management Dept. there 
are four Units comprising Credit Control-Consumer Banking, 
Credit Control-Credit Card, Collection Management, and Credit 
MIS.  Credit Control Units are responsible for the formulation of 
credit policy, credit approval and portfolio management.  
Collection Unit operates mainly on recovering non-performing 
loans.  Credit MIS Unit works on data analysis.

. Credit Risk Management

1. Corporate Banking
Risk management strategies as regard to Corporate Banking 
Group include controlling proper lending distribution by 
industries and maintaining centralized management of Group 
companies' lending.  Regularly adjust when necessary the above 
distribution among industries and Group in accordance with 
economic performance, industry trend and the Bank's operating 
policy.

2. Consumer Banking and Credit Card
Participate in the preparation of consumer product program, 
evaluate product quality and performance periodically, through 
professional MIS based review process and adjust credit risk 
policy to ensure the effective portfolio management.



Risk Management

3. Financial Markets
Compliant with FEIB's "Limit Regulations concerning Foreign 
Exchange Business, Foreign Currency Placement and Taken, 
Derivatives, Bonds and Bills Transactions among Financial 
Institutions", draw up "Credit Limit of Financial Institutions" and 
"Country Risk Limit of Financial Institutions" in accordance with 
each trading bank's world ranking, financial situation, business 
connection, and risk rating in each country, then submit to the 
Board of Managing Directors for approval and application as 
well as reviewing and renewing by each year. Proper "Trading 
Credit Limit" is given by the Board of Managing Directors under 
the client's credit limiit guided by the Bank's lending review 
procedures.

II. Market and Liquidity Risk Management
Following the Bank's "Authorization Guidelines for Trading Office 
Business", FEIB enforces specific trading and stop-loss limits for all 
positions to different levels of traders and trading offices and does 
mid-day and end-day follow-up checking to square position upon 
reaching loss limit and avoid market risk. The Bank should review 
market price of the un-squared positions, evaluate their respective 
gains or losses, These Guidelines also stipulate limit of interest rate 
sensitivity and liquidity gap, charts of interest rate sensitivity are 
made weekly and regularly reviewed, checked and evaluated at 
the investment fund meetings to effectively control interest rate 
risk through portfolio and asset-liability management of interest 
rate sensitivity.

III. Operating Risk Management
To strengthen the Bank's internal controls and prevent operating 
risk, FEIB has established a "self-auditing" system and has 
appointed the Auditing Department to implement "general 
auditing" and "special auditing" at each business unit.  The Bank 
also performs a "Compliance Officer System" to supervise and 
ensure that the whole Bank is strictly abiding to the regulations.
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Information Technology
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For many years FEIB's IT Dept. has been assisting all business units 
to modify their operation process and achieve business innovation.  
Starting from close mainframe system, this Dept. has introduced 
into the Bank open and standardized IT platform, instruments, 
consolidated IT infrastructure (N Tiers), and become Taiwan's first 
bank to have passed ISO27001 certification by British Standard 
Institution.  Therefore, FEIB is equipped with not only more 
flexible IT operation system but also world-class standard operation 
and risk management system.

IT Dept. has also been supporting each business unit to develop its 
respective strategic development operation system since 2005.  
Key Performance Indicator (KPI) and service management system 
are also introduced to achieve quantification of this Dept.'s results 
for measurement and improvement.  This Dept., after transforming 
from a technology provider to a more efficient service provider, has 
become a good development partner of all business groups.

1. Provide 7/24 non-stop services

2. Respond quickly to market change

3. Improve the whole Bank's productivity

4. IT expense control

5. Ensure safety of information asset

1.Introduce overseas branch system, started online operation 

during first quarter of 2007 at FEIB Hong Kong Branch.

2.Digitalize lending process to consolidate auditing and lending 

process of Consumer Banking Group.

3.Establish multi-currency and structured deposit system to provide 

more options for the Bank's clients, assist fund managers to 

increase cross sales and revenues.





Human ResourcesHH
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To assure good HR quality as well as quantity, FEIB is blessed with a 
world-class senior bi-cultural management team and young, stable, 
highly educated professional staffs with an average age of only 31 
and over 5 average employment years.

Best Enterprise Training Award

FEIB has received award recognition for four consecutive years by 
the Bureau of Employees and Vocational Training, Council of Labor 
Affair Executive Yuan for the Bank's efforts in employee trainings.

1. Awarded as "Outstanding Vocational Training Enterprise" by 
General Chamber of Commerce of the Republic of China in 2000.

2. Since ROC Government began to encourage sponsoring training 
courses for the service industry in 2003, FEIB has been awarded 
for four consecutive years by the Bureau of Employees and 
Vocational Training, Council of Labor Affair Executive Yuan and has 
been awarded NT$1,579,716 in total to enhance its HR elevation.  
In 2006, only 3 local banks received such honor.
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The Bank's investment grade ratings assessment by world-

renowned Fitch Ratings Limited on March 5, 2006 read as follows:  

Foreign Currency Long-Term BBB, Short-Term Rating F3, National 

Long-Term Rating A+ (twn), National Short-Term Rating F1 (twn), 

and long-term outlook upgraded from Negative to Stable.  FEIB has 

been complying with rating regulations of the supervising 

authorities and thus considered a stable financial institution of 

investment grade.
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