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Machine-Tool Industry
Works Magic With
Outstanding Performance in
2004

Taiwan's machine-teol industry reaped cutstanding results in
2004. Exparts of domestically made machine tools amounted
o US$2,249 billion last year, up 24% from a year sarlies,
according to stalistics releasad by the Taiwan Machine Tool
Foundation (TMTF).

Of this. metal-cutting machine tools saw exporis reach
US51.674 billion, up 37% from 2003, and metal-forming
machine tocls came to US$575 million, representing a year-
on-year increase of 27%. In terms of specific product items,
machining centers and lathes grew the most, each with a 43%
annual growth rate.

In lerms of tha largest export outlets of the products, Hong
Kong and mainland China tagether ranked first by abserbing
US51.023 billion warth of domestically made machine tools
last year, up 26% and accounting for 45.6% of total exports.
The U.S. was in second place with US3195 million, jumping
58% and cammanding 8.7% of the total. Turkey ranked third
with US$128 million, up 59% and accouriting for 5.7%.

TMTF'S statistics also show Taiwan imported US51.978
billion worth of machine toals last year, shocting up a
whopping 130% from the previous year. The foundation
crediis the huge grewth in imports to the booming demand far
foreign-made sophisticated machine tools by such hi-tech
industries as optoelectronics and semiconductors and such
convenlicnal seclers as aulomabiles and metal products.

Imports of metal-cutting and metal-farming machine tools
amounted to US$1.87 billian and US$181 million last year, up
142% and 26% year-on-year, respectively. Of the top import
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items, non-conventional machine tools, machining centers, and lathes grew 183%.
79%, and 61%, respecilively.

Japan was the largest source of these imporls, selling USS1.043 billion warth of
machine iocls to Taiwan last year, up 97% and accouniing for 52.8% of the total.
Secend place went 1o the U.S. with USS680 miliion, representing an annual growth
of 256% and commanding 34.4%. Germany was the third largest import source
with US$82.24 millian, up 71% and accounting for 4.3% of the total.

A veteran domestic manufacturer anticipates that the global demand for machine
tools will continue to rise in the first quarter of this year, and that domestic
manuiacturars will likely see a substantial growth in orders frem the domastic
market, mainland China, Southeast Asia, the U.S., and East European nations.

Some large manufaciurers in the line boast they are putting their nosas to the
grindstons to cope with the influx of arders. At the end of January, most of the
large-sized manufacturers, including Awea Mechantronic Corp., Victor Taichung
Machinery Warks Co., Goodway Machine Co., Chir Feng Machine industrial Co.,
and Kao Fong Machinery Co., said they have received enough orders to keep
production lines running Lill the end of June.

However, domestic manufaclurers are encountering a dacline in shipments to
mainjand China, which has cul imporis since April last year when a government-
imposed macroeconomic-control policy was implementsd. Other disadvantages
facing damestic manufacturers include continuing price increases for such rav
malerials as steel and cast iron, as well as an inzufficient supply of key
components and pars.

In the face of such disadvantageous operating factors, TMTF's Wang calis on
domestic manufacturers to speed up their de_\(elopmem of sophisticated producls
and elevate the added value of their products so that they can smoothly expand
markel share in emerging markets

Exports of Taiwan-Mace Machine Tools by Product in 2004

Unit: US§1.000
Products 2003 2004 Change

EDMs 79,438 124,465 39%
Machining Centers 429 850 514,042 43%
Lathes 274 540 399,371 43%

Drilling, Baring, Miling Machines 274,993 288,376 28% 1
Grinding Machines 103,142 137,507 33%
Shaping, Sawing, Gearing Machines 198,537 110,374 12%
Presses & Shearing Machinas 340,560 461,604 5%
Other Metal-Forming Machines 112,254 113,736 1%
Tolal 1,678,614 2,249 475 34%

Source: Diractorate General of Customs, Ministry of Finance

{Excerpied from the Tasvan Econamic News on Faeb. 14, 2005}



Taiwan tire makers expand radial production

Eyeing ihe huge mainland China market, all of tha
tap five rubber-tire makers in Taiwan are actively
expanding tneir capacity for passenger car radial
(PCR) tires.

The five are Mankang Rubber Tire Corp., Federal
Corp., Cheng Shin Rubber Ind. Co. Lid., Kenda
Fubber Ind. Co., Lid., and Hwa Fong Fubber Ind.
Co., Lid.

Cheng Shin was the first Taiwan tire maker ta enter
the mainiand China market, and now has the
{argest capacity and most comprehensive product
ling there. The company now produces bicycle,
powered two-whaelar (PTW), agrculturalindustrial
vehicle, PCR tires, and truck and bus radial (TER)
tires in China,

Industry sources saig that Mankang and federal
criginally focused an producing small-sized tires,
including those for bicycles and PTWs, in their
early years but later on expanded into passenger-
car tires in ling with the government's policy of
developing automebile-related ndusiries in Taiwan.

Compared with the two producers in northern
Taiwan, cenlral-Talwan tire makess, including
Cheng Shin, Kenda and Hwa Fong. are lugkier
because their businesses have been supported by
the island's streng bicycle and FTW exporls. Most
iocal small-tire makers have set up overseas
production facililies simultaneously with local

bicycle and motarcycle makers.

Cheng Shin has been expanding overseas and
upgrading its product level to PCR madels. This
newcomer to 1he PCR tire husiness has surpassaed
Nankang and Fedesral to becoms the No. 1 PCR
tire maker in Taiwan,

Mankang and Federal have overcome cperaling
difficullies in the pasl years and are striving to
upgrade their product quality and develop high-
level flat bires for sport/racing cars.

Kenda's chairman and president, Yang Yin-ming,
said that the competilion in the small-tire sector has
been intense, forcing makers to step up
development and production of PCR, recreational
vehicie (RV), and fiat (for sport cars) tire praducts.
Yang pointed out that Taiwan's lire makers are
internationally famous for their high flexibiiy and
are expeclaed {o show their strenath in the PCR tirg
sector in the near fulure,

In China, Yang pointed out, an estimated 180
million tires of vanous kinds will to be produced in
2005. The annual volume is expecled (o grow to
258 million gruts in 2010, when annual automohile
production volume there is expected 1o reach 10
million units. With the advantage of haring a similar
linguistic and wltural background, Yang said,
Taiwan tire makers’ operations in China will provide
most of their mamentums for future growth,

Daily PCR-tire Capacities of Taiwan Tire Makers

Nankany Federal Cheng Shkin Kenda Hwa Fong
Talwan Plart 18,000 10.000 15.000 = =
China Plan 5,000 (25,000} 6,000 35.000 10,000 (20,0060) ;
: 120,000)
Cther R o = 6.000 (20,000 2 =
et Plart 000 ( ) (8,000
Talal 23,000 (43.000) 18.000 56,000 (70,000) | 10,000 (28.000)
: (20,000
Margin®® 30.54% 26.72% 21.09% 19.22% 15.84%

* Figures in brackets are largeled capacity.
** Average of tne first Ihree quarters of 2004.

[Excerglad from the Tawan Economic Mews on Feb, 2, 2005
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Acer introduces digital
cameras to Taiwan
market

Acer Inc., the Mo, 1 computer brand in Taiwan and
No. & worldwide, recently inlroduced its first digital-
camera models, {he CR-G520C and CS-5330C, to
the damestic market in cooperation with local
distributors Shihlin Electric & Engineering Corp.
and Onking Chainslore Co., Ltd.

Industry sources said that Acer's move is expactad
to reshufile rankings in the local digital-camera
market and lead lo head-on competition with major
Incal brands such as BenQ and Framier.

Acer's digital cameras are already an the market in
some European nations and mainland China. In
Taiwan, the company plans to launch faur or five
camera models in the first half of this year.

Currently, all of Acer's digital-camera models are
supplied by Premier Imaane Technology Corp,
However, Acer doas not exclude the possibility of
seeking anolher contract supplier after i1z sales
volumnaz increases.

According to Acer, the annual domestic sales
wolume of digital cameras is about cne million units,
80% of which are supplied by major Japanese
brands such as Sony, Canon, Olympus, Fuji Film,
Nikon, and Casio.

With an established brand reputation in the
information and electranic markets, Acer is
confident of becaming a leading local brand for
digital cameras in a short pericd. It's CR-G530C
{with six-miltion pixels) retdils at NT$13.900
(US5438), and ils CS-3839C (five-million pixels)
goes for NT§12,800 (USE405Y; both are equipped
with a 2, 5-inch LCD screen.

Industry sources said thal Acer will have to rely
neavily on its distrihution pariners to promote its
cigital-camera sales, as it is stilf a newcomer 1o the
cansumer-zlectronics market.

{Excerpled Irom the Taiwan Economic News on Feb. 15, 2008)

CCIP actively
promoting Taiwan's
first glass processing
zone

The Changhua Ceastal Industrial Park (CCIP), in
central Taiwan is actively promoting its newly
established special zone far glass precessing,
which is the first of its kind in Tamwan,

Some 12 manufacturers of glass and related
producis have already mowved into the new special
zone, including such leading glass makers as Fu-
Hwa Glass Work, Taiwan Mirror Glass Enterprise
Ltd. (TMG), and Taiwan Giass Industry Corp,
Invesimeant capital pumped mnio the zone so far
totals NT35 hiilion (US$147.1 million at US$1 =
MTE34).

Taiwan Glass's plant in the CCIP produces mainly
glass fiber cloth. The company has recently
allocated MT32 billion (USE52.8 milion) to build &
kil in the zone ta turn oot sheet glass. The kiln is
slated to go inle operation in May of 2004, with a
daily production capacity of 720 meiric tons of
sheel glass.

in addition to its existing plant in the park, TMG hasg
rented a 5.7-hectare plol in the special zone sel up
a museum lo display glass products. Total
invasiment in the museum, which is scheduled to
open at the end of this year, is estimated at around
NTE1E0 millicn (US54.4 million),

Fu-Hwa, a leading Taiwanese auto mirror maker,
recenlly purchased a 1.83-hectare Jot in the park
for its projected naw plant.

Chiu Ching-chih, director of the CCIP Searvice
Center, disclosed thal the Indusirial Development
Bureau {ICB) under the Ministry of Ecanomic
Affairs has agreed to subsidize CCIP with NT$12
million (US%352 841) for the pavemeant of sidewalks
inside ihe special zone, In addition, the Union
Chemical Labarataries [(UCL) of the Industrial
Technology Research Instiute (ITRI has received
a budget of NTE15 millicn (US3441,177) from the
government for upgrading glass manufaciuring




technology, which can be
transferred {0 manufacturers in
the glass special zone.

There are some 2,400 glass
processing firms in Tawan, and
mere than 500 of them are
localed in central Taiwan,
particularly in Changhua County,
Taichung City, and Taichung
Counly, Two glass furnaces
operate in the Taichung Harbor
processing zong, the two have a
daily output of 1,100 mefric tons
of glass sheets, making this what
is believed the world's most
ntensive manufacturing area for
olass sheets.

[Excepted from (he Takvan Economic News
an Feb, 16, 2003)

UMC buys into
auto-
electronics biz
by acquiring
Becom
Electronic

Silicen-foundry giant United
Microslectranics Corp. (UMC) has
acouired a 50% stake in Becom
Elsctronic inc. as part of its plan
to develap the lucrative
auiomobile-electronics business,
whith is projected to be worth
U55130 billion worldwide in 2007,

UMC vice chairman John Hsuan
will likely be named Becom's
chairman next maonth after a
Becom sharehaolder conference.
L MC acquired the dominant stake
in the auto-eleclronics company
through a recent issuance of
MTS300 million (USE8.3 milion at
US$1:MNT332} Becom shares.

In addition to UMGC, Action

Electronics Co., Lid.. Parawin Venture Capital Corp., and First
Cemmercial Bank bought some of the Becom shares. The acquisition
of Becom follows UMC purchase at US$12 million worth of Action's
overseas convertible bonds last year,

Faunded in 1993, Becom has shifted its production emphasis to auto
audip and video systems, from the criginal notebook computers and
palm-sized computing devices. The company furned profitable last
year.

Taiwan industry walchers poinded out that Bacom with guidance from
UMC, will move to achieve compliance with leading carmakers and
tap orders from Ford, Mazda, GM (China), Kia, and Hyundai, They
added thal it is not easy for electronics manufacturers to cross into
the automobile in2ustry, becavse the barier to entry is quite high due
to the industry's leng and camplicated product verifications
requirements.

UMC is not the only Taiwanese electronics manufacturer to diversify
inta the automobile industry. Hon Hai Precision Industry, the island's
largest manufacturing cenglomerate by sales revenue, has acguired
100% of Anlec Electric System Co., 1td., which specializes in autg
elactric products such as wire hamesses, balfery cables, and high-
tension cords.

(Excerplad from the Taiwan Econormic News on Feb. 21, 2005)
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Aegon to increase
investment in Taiwan

Aegon Life Insurance (Taiwan) Inc., a subsidiary of
the Holland-based Asgon Group, will increase its
investment in Taiwan by NT32 billion {(U3596.46
million at US$1:NTE31.1) by the end of this year.

The announcement of the increase was released
by Jamas Liu, general manager of Aegon Tawan,
Since setting up its Taiwan unil in 1992, the Aegon
Group has made a cumulative investment of NTES
billicn (US5160.77 million) in the island.

Wilth mergers and acquisitions as a cansisient
corporale sfrategy, Asgon will conlinually seek
appropriaie banks and insurance brokerage housss
1o expand its marketing channels. In its investrment
in domestic banks, Aegon will follow the model of
the PCA Group's acquisition of a stake in E. Sun
Bank.

Aspgen has accumulated rich experience in
acquiring forgign insurance companies in Taiwan,
including the Tawwan branches of the U.S.-based
Amarizan Family Lifa Assurance Co. and
TransAmerican Ocoidental Life insurance Co., and
the Australis-based AXA Assurance Group.

Lio said his company targets merger pariners that
can provide distribution channels and helo expand
its client base.

With six subsidiafies warldwide, the Aegon Group
saw its premium revenuas reach 500 million euros
in 2004, Last year, the group farmed a joint-venturs
insurer in Spain with CAM Bank, which boasts five
millicn clients.

After acguiring a 5% stake in E..Sun Bank fast year,
the Britain-based PCA Group secured close
business links with the bank for the distribuling on
of insurance policies. E. Sun has become PCA's
largest distributor in the domestic hanking sector,

Following the success of cooperation between the
FCA Group and E. Sun Bank, Liu ncted his parent
company's group would invest in domestic financial
instilutions to expand disiribution channels through
non-insurance units eo as lo mest strict domestic
regulations that prehikbit insurers from making direct

investments in banking concams.

Aegon Taiwan has set a goal of a8 15% to 20%
annual growth in pramium revenue in the next few
years, The company estimated its premium
revenue would grow 1o NTE15 bilion (US3482.31
million) this year, from last year's NTH8.4 billion
(S§270.02 million).

The faurth-largest foreign insurer in Taiwan in terms
of premium revenue fasl yvear, Aegon Taiwan will
challenge the Mo. 3 pasition this year by enhancing
sales through the banking sector and penetrating
the retirement markei. To that end, the company
has set @side NTH100 million (US$3.21 milion) for
adverlising this year to help enhance its corporale
image and boost sales.

(Excarpled from the Tamwan Ecoromic Mews an March 4. 2005)

China Steel to spend NT$25 B.
to trim emission of carbon
dioxide

As the Kyoto Rrotocol was put into effect on Feb.
16, the China Steel Carp. (CSC). Taiwan's largest
steglmaker, has decided {o invesl over NT325
billicn {US$793.65 million at US31:MT331.5) in
environmental-proteciion and energy-saving
oparalions.,

Qver the pas! few years the CSC has cut s
emission of carban dioxide by 432,000 mefric tans
per year, The eompany will continue o trim
emissions of the air-polluting subslance Gy annual
330,000 metric tans within the next five years.

The CSC sad that Taiwan is not obliged lo cut
greenhouse gases, because il's not a8 member of
the United Nations nar a signatory lo the Kyolo
Protocol. But with such emerging industrialized
nations as Scuth Korea and Singapore being
obliged to abide by the protocol, Taiwan has to
share the responsibility of reducing greenhouse
gases which adversely affect the global climate.

QOver the past several years, the CSC has worked
nard to teost energy efficiency and promate energy




consenvation in iine with tha resclution of the 1999
MNational Energy Conference.

For insiance, the company invested NT35 biliion
(USE158.73 million) in energy-saving and
greenhcuse gas-reduclicn measuras last year. At
present, the CSC has cut its emission of carbon
dioxide to 2.18 metic tons per metric ton of crude
steel produced, which meets the standard adopted
by inlernational-class steel firms.

{Excerplad Trom Ine Tawan Economic News or Feb, 27, 2005)

Sumitomo to set up 2.5G in-
house color-filter line at
PVI's TFT-LCD panel plant

Sumilcme, land preparation and plant building will
be handled by PVl and capital will be contributed
by Sumitomo's Taiwanese subsidiary.

Liu pointed out that PVI has to wait about threa
months o receive color fillers ordered from
Sumitome. The new color-filter line iz expectec to
cut the delivery period in half and reduce overall
costs by 15%.

[Excempiad Jrom the Taiwan Econpmic Mews on March 3, 2005)

Leading Taiwanese nylon
makers expand output

Taiwan Prime View International Co, Ltd. [PV)), a
makear of small- and madium-sized thin film
transistor-liquid crystal display (TFT-LCC) panels,
has signed an agreement with the Sumitomo Group
of Japan for the joint esiablishment of an in-house
2.5th-gqenerailan color-filter line at PVI's panel
facility in the Hsinchu Science FPark.

By controiling the supply of color filters, a key
component for TFT-LCD panals, PV| claims, its
shipmen! volume can grow by 30% this year.

PV says thal the new color-filter line will be lhe
world's {irst in-house 2.5th-generation caler filter
fing, and that Sumitomo's subsidiary in Taiwan will
invest about NT31.5 hilkon (US547.92 million at
US$1: NTS$31.3) in it. The new color-filter line is
scheduled to begin mass praduction in the fourth
quarter of this year, with a monthly capacity of
50,000 color fiiters.

PVI vice chairman Liu Szu~cheng said that PV] was
the largest customer of Sumitomo's color-filter
poroducts for a long time, but that it dropped lo
second place afler the Japanese company went
into cooperation with Samsung of South Korea to
sel up a fifh-generation color filter plant.

According to Liu, Sumitormo decided ta invest in the
in-house color filter line because PVI's parent, the
YFY Group. has mainlained long-term coaparation
with Sumitomo and because PVI has a strong
development potential.

Under the cooperation project, reported Liu,
technolegy and equipment will be provided by

The Zig Sheng Indusirial Go. and Li Peng
Enterprise Co., two leading manufacturers of nylon
products in Taiwan, are activgly expanding their
operations lo meel growing demand.

Last year Zig Sheng spent NT$1.8 billion
(USE52.84 million) o expand its nylan fiber plant,
which will generate 5,000 metric tens of nylon fiber
par month upen completion by the end of this year.
Li Peng recently installed second and third
producticn lines for nylon products.

In addition, Li Peng is planning to invest NT$750
million (US222.1 million) by the end of the year to
set up a third nylon plant with an initiai daily oulput
of 300 metric tons. The capacity will be sharply
expanded to 2,000 melric {ons in the madium term,
as {he company will make the prajected plant the
largest of its kind in the world.

in the past wo months both Zig Sheng and Li Peng
enjoyed an unexpected growth in orders fram
downstream cloth makers. This is why the two
nylon manufacturers have decided to expand their
cparalions.

Kuo Shao-vi, chairman of Li Peng, noted that
originally his firm's sole nyion fiber production line
turned out only 200 metric tons per day, but last
vear three more production lines were inslalled,
each with a daily output of 100 metric tons. The first
new line became operational i mid-January and
the second at the a2nd of February, The third {ine is
scheduled to begin aparating in May.

With the three additicnal produciion lines, Li Peng
is exoected to see revenues for this year soar to
NT$15 billion (USE441 14 million) up from last
year's NT310 billion (US$294.12 millien). In




another expansion, the company will spend
MNTE7TE0 miflion (US%22.1 million) to set up the
world's largest nylan plant with a daily oulput of
2,000 melric tons.

[Excarpled from the Taiwan Economic News on Fab. 14, 2005)

Lite-On IT builds optical-
disc drive R&D center in
Hsinchu

The Lile-On 1T Corp., Taiwan's largest optical-
disc drive maker, recently kicked off
construciion of a2 new R&D center in Hsinchu,
northern Taiwan. The facility is scheduled fo
become cperaticnal in Jung 2008,

Lite-On plans fo spend NTS1 billion (US$31.65
millicn at U3%1: NT531.8) to build the center,
which will employ 1,000 R&D personnel.

Lite-0n chairman Raymond Soong said that
the center would initially concentrate cn the
development of blus-ray digital versatile disc
(DYDY drives. Construclicon, egquipment
installation, and pilol produciion will be
campletied in 16 manths.

Currently, Lite-On employs 320 R&D personnel
around the island, nut has vef to set up its R&D
headquarters here. The new center will
integrate the firm's all R&D rasaurces,

Industry sources said that developing blue-ray
DVD drives requiras a large R&D staff due to
the higher technodogy thresheld involved.
Industry sources said that Lite-On's major local
rival, Quanta Storage Inc., now has a 200-
member RE&D team. Anolher competitor, BenQ
Carp.. enjoys support fram its partner, Philips
of the Netherlands, in its disc-drive
development.

(Excarpad from e Taiwan Economic News on Feb. 24, 2005)

Agilent Technologies mulls R&D
center in Taiwan

Agilent Technologies Inc. of the U.S. is cansidering setting up
an R&D center in Taiwan, following earlier ones in Shanghai
and India.

Agilent currently focuses oo delivering innovative technologies,
solutions, and services to 2 wide range of customers in
communicalicns, electronics, life sciences, and chemical
analysis.

The company has long expressed its willingness to expand its
investmen! in Taiwan, but has been stallad by stict regulations
concerning the hiring of foraign technology experds. Jack P
Trautman, president of the company's aulomated test group,
was expected to come to Taiwan on March 1 1o call on
Economics Minister Ho Mei-yueh to sesk a relaxation in the
regulations.

To expand is deployment in the Asia-Facific region, Agilent
recently established a subsidiary in Shanghai and designated
W.Y. Chan, former president of Agilert Taiwan, as CEO. Y.L
Shen takes over the position vacated oy Chan.

Shen said Agilent expressad its willingness to expand
investment in Taiwan three years ago to cash in on the
oooming development of the personal-compuler industry. Strict
regulations stymied that project.

Shen noted that his company siill hopes to siep up investment
in Taiwan as the samiconductor manufaciuring sector here has
an advantage over other nations. Agilent has set up R&D
centers in Shanghai and India to facus on semiconductor
testing services, Shen said, and would like to establish the
same Wind of Taiwan to offer prompt testing sarvices to
domastic semiconductor firms.

in its daplayment in the greater China market, Agilent
concentrates on technical R&LD, production, and sales in the
communications and semiconductor sectors. Qutside of
Taiwan, the company has also extended operations {o the
major mainland Chinese cities of Beijing, Shanghai,
Guangzhou, Shenzhen, Chengdu, Xi'an, and Shenyang.

(Excarpted from (ha Tamvan Ecanomic Mews on Feb. 25, 2005)
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