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Disclaimer

This presentation has been prepared by China Development Financial Holding Corporation and/or its affiliates (together, “CDF” or the 
“Group”) for the exclusive use of the party to whom CDF delivers this presentation to (“Recipient”). 

The information in this presentation should be considered in the context of the circumstances prevailing at the time of its presentation and 
has not been, and will not be, updated to reflect material developments which may occur after the date of this presentation. The slides 
forming part of this presentation have been prepared solely to support discussion about the Group with the Recipient.

This presentation also contains information and statistics relating to the banking and related industries. The Group has derived such 
information and data from unofficial and independent sources, without independent verification. The Group cannot ensure that these 
sources have compiled such data and information on the same basis or with the same degree of accuracy or completeness as are found in 
other industries. You should not place undue reliance on statements in this presentation regarding the banking and related industries. No 
representation or warranty, express or implied, is made as to, and no reliance should be place on, the fairness, accuracy, completeness or 
correctness of any information or opinion contained herein. None of the Group, or any of their respective directors, officers, employees, 
agents or advisers shall be in any way responsible for the contents hereof, or shall be liable for any loss whether directly or indirectly 
arising from use of the information contained in this presentation or otherwise arising in connection therewith.

This presentation has been prepared on a confidential basis solely for the use and benefit of the Recipient.  Distribution of this 
presentation to any person other than the Recipient is unauthorized. This material must not be copied, reproduced, distributed or passed 
to others at any time, in whole or in part, without the prior written consent of the Group. 
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Transaction Summary1
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Transaction Summary
CDF plans to acquire 100% ownership of Cosmos Bank via share swap

1. Summary

 CDF and Cosmos Bank have agreed upon CDF’s acquisition of 100% of shares in Cosmos Bank 
via share swap  

 Upon the completion of share swap and the approval of regulatory authorities, CDIB will sell its 
Corporate Banking, Global Financial Markets and banking-related investments to Cosmos Bank 

Transaction Summary

 Each share of Cosmos Bank (including privately-placed common shares) in exchange for 
NT$13.40 and 0.2 new common share of CDF to be issued 1

 The proposed share swap plan 
 CDIB’s planned capital reduction
 KGI’s planned capital reduction
 The sale of CDIB’s Corporate Banking and Global Financial Markets businesses to Cosmos Bank  

Share Swap Consideration

Regulatory Approval Required

 The total cash consideration to be paid by CDF will be approximately NT$20.4 billion, funded by
CDF’s owned capital, and:

 CDIB’s planned capital reduction of NT$5 billion
 KGI’s planned capital reduction of NT$8 billion

Funding

Note: 1. Both CDF and Cosmos Bank have agreed that the date of share swap should be after CDF’s ex-dividend date and that shareholders of Cosmos Bank will not participate in CDF’s 2013 cash
dividend distribution. However, if CDF declares a cash dividend exceeding NT$0.5 per share, the cash consideration will be adjusted upward to: NT$13.40 + 0.2 * (cash dividend per share declared
by CDF – NT$0.5)
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Integration Timeline
Integration through three phases

 Boards of directors of both CDF and 
Cosmos Bank approved the share 
swap plan on February 10, 2014

 Boards of directors of CDF and 
Cosmos Bank will summon special 
shareholders’ meetings on April 8, 
2014 to approve the share swap plan

 CDF will apply to Financial 
Supervisory Commission (“FSC”) for 
acquiring Cosmos Bank as a wholly-
owned subsidiary of CDF via share 
swap, tentatively scheduled to be 
completed by the end of July 2014

 Upon the approval of the regulatory 
authorities, CDIB will sell its Corporate 
Banking and Global Financial Markets 
businesses to Cosmos Bank

 CDIB will also sell its leasing and asset 
management subsidiaries as well as 
banking-related investments to Cosmos 
Bank

 To ensure a smooth transition of its 
Principal Investment business in both 
Taiwan and Mainland China, CDIB 
plans to transform itself into a venture 
capital firm during a two-year transition 
period, subject to further regulatory 
approval    

 CDF will achieve business synergies by 
integrating its commercial banking, 
venture capital, private equity and 
securities businesses

Phase I
Share Swap

Phase II
Integration

Phase III
Transformation

1. Summary
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Strategic Implications of the Acquisition

Strategic Value of CDF’s Acquisition of Cosmos Bank
Optimal capital allocation and strengthened profitability

 CDF’s financial leverage (total assets / net worth) will increase from 4X to 5X  
 More efficient capital allocation will help improve CDF’s ROE  Optimal Capital Allocation

 The commercial banking license obtained through the acquisition enables CDF to expand the
deposit base, strengthen corporate banking business and expand into consumer banking
business

 With the addition of Cosmos Bank, CDF will build a more comprehensive financial services
platform 

 Revenue-enhancing synergies are created through a comprehensive cross-selling of securities
and commercial banking products 

Enhanced Market Position

Synergy Opportunities

1. Summary
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Optimal Capital Allocation2
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2. Capitalization

Financial Snapshots - CDF
The superior profitability of CDIB’s Corporate Banking / GFM 1 business

（NT$ million） 2011 2012 January – September 2013

Profit Capital 
Usage

Return on 
Capital

Profit Capital 
Usage

Return on 
Capital

Profit Capital 
Usage

Return on 
Capital 2

Principal Investment 2,852 54,870 5.2 2,393 51,942 4.6 1,844 59,183 4.2

Greater China 2,709 38,174 7.1 1,591 34,433 4.6 1,477 37,196 5.3

International 143 16,696 0.9 802 17,509 4.6 367 21,987 2.2

Corporate Banking / GFM 1 311 14,572 2.1 1,659 12,198 13.6 2,274 15,517 19.5

Corporate Banking 1,014 8,918 11.4 820 8,941 9.2 1,107 10,274 14.4

GFM 1 (702) 5,654 (12.4) 839 3,257 25.7 1,167 5,243 29.7

Securities 3 (960) 9,106 (10.5) 2,224 36,844 6.0 1,763 43,844 5.4
Note: 1. Global Financial Markets; 2. Annualized figures ; 3. Profit from Securities excludes profit attributable to strategic investment; 4. 2012 figures of Securities are based on the assumption of 100%

ownership of KGI

4 4
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2. Capitalization

Industry Profitability Trend
More capital should be allocated to Corporate Banking and GFM business

Note: 1. Global Financial Markets; 2. 2013 figures are annualized

Securities
 Taiwan stock market has 

experienced a sluggish volume 
recovery even after the Global 
Financial Crisis due to a slow 
global economic growth

Banking
 Taiwanese banks have 

witnessed improving profits, 
driven by the recovery from the 
consumer credit crisis, a 
buoyant property market and 
the growth of high-margin 
foreign currency loans

Principal Investment
 Profits of Taiwanese venture 

capital firms have been sliding 
due to the waning competitive 
edge of the Taiwan’s IT sector
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September 2013
(Unaudited)

Post-Conversion
Pro Forma

China Development Financial (CDF)

Capital Adequacy Ratio 170.1% 132.0% ~ 136.0%

Double Leverage Ratio 111.1% 115.5% ~ 116.5%

Debt / Equity Ratio 17.4% 17.0% ~ 18.0%

China Development Industrial Bank (CDIB)

Tier 1 Capital Ratio 18.1% 17.0% ~ 17.6%

Capital Adequacy Ratio 18.1% 17.0% ~ 17.6%

KGI Securities

Capital Adequacy Ratio 384.5% 290% ~ 310%

Cosmos Bank

Capital Adequacy Ratio 12.7% 12.8% ~ 13.2%

CDF and subsidiaries will maintain strong capitalization post acquisition

Capitalization

Post-Acquisition Capital Adequacy Ratio and Double Leverage Ratio

2. Capitalization

Note: 1. As of June 2013

1
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Enhanced Market Position3
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3. Market Position

CDIB’s Corporate Banking Business
A well-diversified portfolio

Credit Growth

Asset Quality

Self-funding

Growth Strategy

 Total credits grew robustly during 2010-2013 with a three-year compound annual growth rate (“CAGR”)
exceeding 20%

 Total credits stood at NT$156.5 billion as of September 30, 2013, up 39% from December 31, 2012

 NPL ratio stood at 0.18% as of September 30, 2013, lower than an industry average of 0.45%
 Coverage ratio was 797% as of September 30, 2013, well above an industry average of 264%

 CDIB continues to diversify its funding sources and expand its deposit base
 Total deposits jumped to NT$140.4 billion as of September 30, 2013, up 353% from NT$31 billion as of

January 1, 2009

 CDIB will continue to grow its existing business organically
 CDIB will continue to be active in high-yield financing with a focus on acquisition and LBO transactions  
 CDIB will keep expanding its leasing business in Mainland China

Service Platform

 CDIB serves more than 700 corporate clients across Taiwan’s major industries
 Headquartered in Taipei, CDIB has branch offices in Taoyuan, Taichung and Kaohsiung 
 CDIB’s leasing subsidiary in Kunshan, China commenced operation in April 2012, and opened its 

Shanghai office in May 2013



This slide is part of a presentation by China Development Financial Holding Corporation and/or its affiliates (together, “CDF”) and is intended to be viewed as part of that presentation. 
The presentation has not been updated since it was originally presented, and does not constitute a commitment by any CDF entity to underwrite, subscribe for or place any securities or 
to extend or arrange credit or to provide any other services.

14

CDIB’s Corporate Banking Business (Cont’d)
Steady improvement in NII and fees with solid asset quality

139
283

797

n.a.

803

2009/12 2010/12 2011/12 2012/12 2013/09

1.22

0.59

0.18
0.00

0.18

2009/12 2010/12 2011/12 2012/12 2013/09

Steady Improvement in NII & Fees
Non-performing loan ratio, percent
Solid Asset Quality

Interest spread, basis points
Improved Interest Spread

Net interest income (NII) & net fees income, NT$mn

Improved Self-funding
NPL coverage ratio, percent
Relatively High Reserve Coverage Ratio

Net fee income mix, total fee income, NT$mn
Diversified Fee Income Source

Loans & deposits, NT$bn; loan/deposits, percent

Industry Average: 0.45%
(as of September 30, 2013)

Industry Average: 264%
(as of September 30, 2013)
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25 4148 132114
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8
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Financial Advisory TMU Syndication Trust Others

288 374 360(25) 449

3. Market Position
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CDIB’s Corporate Banking Business (Cont’d)

Cumulative forfaiting volume, US$mn
Total Credit Exposure Continued to Increase

Cumulative AR financing & factoring, NT$bn

Total credits, NT$bn, total credit breakdown, percent

3. Market Position

Continued credit growth attributable to trade finance
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Opportunities and Challenges
The acquisition of Cosmos Bank will complement CDIB’s and KGI’s businesses

3. Market Position

 The acquisition of Cosmos Bank will complement CDIB’s Corporate Banking Business

 The acquisition will expand KGI’s cross-selling initiatives with CDIB/Cosmos Bank from merely 
underwriting to registry, brokerage and wealth management services

 The enhanced serviced platform will be well-positioned to unlock huge business potential
• The strengthened operating scale will provide a solid foundation for robust asset growth
• The comprehensive product lines (including Cosmos Bank, CDIB’s Corporate Banking, Global Financial 

Markets, leasing and asset management subsidiaries) will help attract high caliber employees
• The service platform post acquisition will have a much larger scale, thus reducing its cost-income ratio and 

boosting ROE

CDIB Cosmos Bank

Less-known brand identity

Lack of consumer banking products

Lack of access to new business

Insufficient network coverage

Lack of mid- and long-term funding

An industrial network built over the past 50 years

49 branches as well as ATMs and Automated Loan Machines (ALMs)

A more diversified deposit base

Focus on consumer banking and wealth management

CDF’s brand new corporate identity
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KGI
Cosmos Bank

Note: As of January 2014

CDIBCDIB

CDIB

CDIB

CDIB CDIB

3. Enhanced Market Position

A Comprehensive Service Network
Cosmos Bank’s branch office network is able to support KGI’s business

3. Market Position

Taipei City
New Taipei City

Taoyuan County

Hsinchu County

Hsinchu City

Miaoli County
Miaoli City

Taichung City

Changhua County
Changhua City

Yunlin County

Chiayi City
Chiayi County

Pingtung City

Kaohsiung City

Tainan City

Pingtung County
Penghu County

Kinmen County

Keelung City

Yilan County

Yilan City

Hualien County

Hualien City

Nantou County

Taitung County

Taitung City

Central
CDIB KGI Cosmos 

Miaoli
- 2 1

Taichung
1 9 4

Changhua
- 2 2

Subtotal
1(25%) 13(15%) 7(14%)

South
CDIB KGI Cosmos

Yunlin
- 2 1

Chiayi
- 1 1

Tainan
- 6 8

Kaohsiung
1 8 4

Pintung
- 3 1

Subtotal
1(25%) 20(23%) 15(31%)

North
CDIB KGI Cosmos

Keelung
- 1 1
Taipei Metropolitan Area
1 37 17

Taoyuan
1 6 2

Hsinchu
- 7 4

Subtotal
2(50%) 51(58%) 24(49%)

East
CDIB KGI Cosmos

Yilan
- 2 1

Hualien
- - 1

Taitung
- 2 1

Subtotal
- (0%) 4(5%) 3(6%)

Total
Total

4(100%) 88(100%) 49(100%)
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Corporate BankingCorporate Banking

Corporate 
Banking

Corporate 
Banking

CDIBCDIB

Cosmos 
Bank

Cosmos 
Bank

GFM 1GFM 1

Merchant BankingMerchant Banking

LeasingLeasing

TreasuryTreasury

Corporate 
Banking

Corporate 
Banking

Global MarketGlobal Market Treasury / Financial InstitutionTreasury / Financial Institution

Large CorporationLarge Corporation

Small and Medium EnterpriseSmall and Medium Enterprise

Consumer 
Banking

Consumer 
Banking

Debit Card / Credit CardDebit Card / Credit Card

Personal LoanPersonal Loan

Wealth 
Management

Wealth 
Management

Mortgage LoanMortgage Loan

Branch NetworkBranch Network

Wealth ManagementWealth Management

Corporate 
Banking

Corporate 
Banking

Large CorporationLarge Corporation

Small and Medium EnterpriseSmall and Medium Enterprise

Merchant BankingMerchant Banking

LeasingLeasing

GFM 1GFM 1 TreasuryTreasury

Consumer 
Banking

Consumer 
Banking

Cash Card / Credit CardCash Card / Credit Card

Personal LoanPersonal Loan

Mortgage LoanMortgage Loan

Branch NetworkBranch Network

Wealth ManagementWealth Management







  











CDIBCDIB Cosmos 
Bank

Cosmos 
Bank

Asset ManagementAsset Management

Asset ManagementAsset Management 

3. Enhanced Market Position

Complimentary Product Lines
A full spectrum of products and services

3. Market Position

Note: Global Financial Markets

  
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534 49Domestic Branches

0.95%0.47% 0.48%Market Share - Deposit

0.81%0.41% 0.40%Market Share - Loan

0.4%0.2% 0.6%NPL Ratio

385%796.7% 245.7%Coverage Ratio

Market Position
As of September 30, 2013

Service Platform
Post Acquisition

3. Enhanced Market Position

Expansion into Commercial Banking
Enhanced market position

3. Market Position
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Synergy Opportunities4
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The Core Business of CDF
CDF’s three pillars of business

4. Synergy

100% 100%

PE Fund Management - PRC

PE Fund Management - Asia

Corporate Banking

Merchant Banking

Global Financial Markets

Leasing

Brokerage

Futures

Investment Advisory

Investment Trust

Commercial Banking

PE Fund Management - Taiwan

Consumer Banking

Sub-brokerage

100%

PE-Fund Investment

Principal Investment - Taiwan

PE Fund Management

Venture Capital - Taiwan

Principal Investment
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An Enhanced Service Platform
Business development

4. Synergy

Cosmos BankAn Enhanced Service PlatformCDIB
 Cosmos Bank has strong deposit-taking 

capability albeit at higher rates, thus driving 
up the cost of funds

 With an emphasis on consumer loans, 
Cosmos Bank enjoys high net interest margin

 With a capital adequacy ratio of 12% and a 
loan-to-deposit ratio 67% (as of September 30, 
2013), Cosmos Bank could utilize its funds 
more efficiently

 CDIB’s funding cost is high due to 
its limited funding sources (i.e. 
deposits from five types of 
depositors and issuance of 
financial debentures) 

 Mid- and long-term loans account 
for more than 70% of total loans

 The stringent capital requirement 
limits CDIB’s asset growth

 Access to KGI’s securities deposits,  coupled 
with Cosmos Bank’s retail deposits, will help 
the combined  bank to become its customers’ 
primary bank and boost low-cost deposits 

 The optimal loan mix by tenor will balance the 
combined bank’s liquidity risk and return

 The capital adequacy ratio will be much lower 
than the current levels, thus maximizing ROEs

 With 49 domestic branches, Cosmos Bank 
has no overseas branch/subsidiary

 Cosmos Bank lacks a seasoned corporate 
banking management team

 Well-positioned in its consumer banking and 
wealth management business, Cosmos Bank 
also sets up an insurance agency company to 
explore insurance business opportunities

 Insufficient branch network 
coverage across the strait limits 
CDIB’s capability to provide 
integrated services

 CDIB’s product mix and service 
scope are limited due to its 
business focus merely on large 
corporations 

 Revenue synergies are 
constrained as CDIB is not 
allowed to provide products and 
services to individuals

 Service coverage will be increased by 
combining domestic branches, establishing 
overseas branches/subsidiaries, and 
cooperating with CDIB’s leasing subsidiary in 
Mainland China

 Synergies will be achieved by integrating the 
strength in corporate banking, global financial 
markets and consumer banking business with 
leasing subsidiaries, PE/VCs and KGI under 
CDF

 The combined bank will develop an integrated 
marketing strategy to retain customers

 Cosmos Bank’s expansion is constrained by 
its limited scale

 Cosmos Bank has not built strong customer 
relationships with large corporations, financial 
institutions or SMEs

 Cosmos Bank has basic collection-payment 
platform, including mobile banking, internet 
banking, etc.

 With an emphasis on large 
corporations, CDIB has no 
competitive advantage in wealth 
management and other 
commercial banking business 

 CDIB lacks an e-commerce and 
collection-payment platform due 
to insufficient product innovation 
and development 

 The combined bank will strive to serve all 
segments of corporate customers with varied 
products and services.  In addition, it will 
further improve its relationships with consumer 
banking customers through cross-selling

 The combined bank will develop world-class 
cash management products including 
collection-payment, liquidity management, 
investment, etc. and an all-in-one banking 
system

Assets and 
Liabilities

Marketing

Business 
Development
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An Enhanced Service Platform (Cont’d)
Customer service and employee development

4. Synergy

Cosmos BankAn Enhanced Service PlatformCDIB
 Cosmos Bank has 49 domestic 

branches, as well as ATMs and 
Automatic Loan Machines (“ALMs”)

 Cosmos Bank has an electronic banking 
service platform with mobile banking 
and internet banking capabilities

 With an emphasis on consumer banking 
and wealth management business, 
Cosmos Bank is much less competitive 
in corporate banking

 Insufficient branch network and ATM 
coverage limit CDIB’s ability to provide 
convenient cash management services

 CDIB just launched its online banking 
services for its corporate customers

 Due to regulatory constraints, CDIB is 
unable to provide payroll transfers, 
investment advisory and other value-
added services to individuals

 The enhanced service platform will strive to 
provide convenient services to its customers 
through internet banking and branches

 The combined bank will integrate its 
businesses with other subsidiaries under 
CDF, thus providing customers with 
comprehensive financial products and 
services 

 Cosmos Bank does not belong to any 
financial holding company, thus 
limiting its employees’ career 
development opportunities  

 Cosmos Bank’s employees may lack 
confidence in Cosmos Bank’s long-
term development as a result of 
previous change of ownership and its 
limited scale

 As a member of CDF, CDIB may rotate 
its employees among varied 
subsidiaries within CDF

 The career development of CDIB’s 
employees in the corporate banking 
group is limited as CDIB could only 
serve corporate customers due to 
regulatory constraints on industrial 
banks

 Cosmos Bank will be the surviving bank.  
CDF will offer one-year guaranteed 
employment pursuant to the Share Swap 
Agreement

 As a member of CDF, the combined bank 
may rotate its employees among varied 
business units or subsidiaries to explore 
their potentials

 With the plan to expand into other markets, 
the combined bank may rotate its employees 
to overseas branches/subsidiaries to further 
enrich their working experiences

Customer 
Service

Employee 
Development
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Improving Liquidity and Efficiency Post Acquisition
Lifting regulatory constraints on CDIB’s Corporate Banking business

 Business integration can simplify management and lower cost
 With the rapid expansion of CDIB’s Corporate Banking business, synergies will come

from improving efficiency coupled with an expanded business scale  

 Wholesale deposits, mostly short-term time deposits, account for a lion’s share of 
CDIB’s deposits.  The acquisition of a commercial bank will improve CDIB’s liquidity by
expanding and diversifying its deposit base 

 An industrial bank can only take deposits from investee companies, corporate 
borrowers, insurance companies, non-profit organizations and government agencies  

 The acquisition of Cosmos Bank will lower CDIB’s funding cost through reducing 
the reliance on more expensive funding sources, e.g., financial debentures or structured
products

Lower the Cost of Capital

Improve Liquidity

Improving Efficiency

4. Synergy
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