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4. Money Market

In 2009, the total turnover in the interbank call-loan market increased by 54.77 percent,
but that in the short-term bills market decreased by 8.89 percent. Market rates of both remained

at low levels after the Bank stopped cutting the discount rate in the first quarter.

Active Interbank Call-loan Market

The interbank call-loan market was active in 2009. As the effect of the global financial
crisis lessened and the domestic economy gradually bottfomed out in the first quarter, banks
adopted more aggressive lending policies. In the second half of the year, foreign capital
inflows increased, and the supply of domestic funds was abundant. The total annual turnover
amounted to NT$25,707.2 billion for the year, showing a marked increase of 54.77 percent

compared with the previous year.

Domestic banks were the largest borrower during the year, accounting for 58.21 percent
of total trading, followed by Chunghwa Post Co., foreign banks and bills finance companies,
with shares of 22.46 percent, 11.03 percent and 7.18 percent, respectively. The share of domestic
banks decreased by 156,51 percentage points with the borrowed amount increasing by 22.21
percent. The increase reflected the continuous inflow of foreign capital under more stable
financial conditions and an ample supply of liquidity in the banking system. To mop up excess
liquidity, the Bank increased the issuance of certificates of deposit, which induced banks'
demand for funds. The share of Chunghwa Post Co. increased by 19.25 percentage points
because of its collaborative efforts in absorbing market liquidity. The share of foreign banks
also increased due to the outflow of foreign capital at the beginning of the year and was
2.78 percentage points more than that in the previous year. The share of bills finance companies
decreased by 4.68 percentage points from the previous year, mainly because they continuously

decreased the issuing amount to conftrol risk, thus lowering the demand for funds.

With regard to lenders, domestic banks continued to be the largest supplier of funds,
accounting for 63.60 percent of total transactions. Following domestic banks were foreign
banks, Chunghwa Post Co. and medium business banks with respective shares of 40.25 percent,
3.57 percent and 1.77 percent. The lending amount of domestic banks increased by 14.92
percent compared with the previous year because banks' lending policies became less
conservative. With abundant funds gained from custodian business for foreign investors, the
lending amount of foreign banks kept increasing. The share of foreign banks climbed from

16.59 percent in the previous year to 40.25 percent. The share of Chunghwa Post Co. increased
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to 3.57 percent from 3.31 percent in the previous year. In contrast, the share of medium business

banks decreased by 3.99 percentage points from the previous year.

In ferms of maturity, overnight interbank call loans remained the most actively traded in
the market with a predominant share of §8.62 percent, up by 7.13 percentage points from that
of the previous year. Second were those with a maturity of 1 week, accounting for 31.27
percent, down by 0.77 percentage points from that of the previous year. The share of loans
with a 2-week maturity declined to 8.25 percent from 14.09 percent in the previous year. Trading
of those with maturities of 3 weeks, 1 month, 2-6 months, and above 6 months accounted for

negligible shares.

Decrease in Short-term Bills Market Transactions

In 2009, newly issued short-term bills totaled NT$6,293.4 billion, 9.43 percent less than that
in the previous year. Of the new issues of short-term bills, commercial papers continued to
account for the lion's share of 85.77 percent. Second were negotiable certificates of deposit
with a share of 6.97 percent. Bankers' acceptances made up a marginal share of 0.35 percent.
Compared with the previous year, the growth rate of commercial papers issued was negative
because corporate demand for funds was weak. On the contrary, the Ministry of Finance
increased the issues of treasury bills owing to tax revenue reduction. As of the end of 2009,
total outstanding short-term bills amounted to NT$1043.1 billion, 7.56 percent more than that

of the previous year-end.
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Short-Term Bills Market

Unit: NTS$ Billion
Total Treasury Bills Commercial Papers e gg%i?i?:%?;es
Year Acceptances of Deposit
U | ouionng | Y€ | oummang | U | oy | US| o | U8 | ousemang
2000 | 10,3246 18050 | 950 450 9.0327 12563 462 102 11508 | 4935
2001 | 99015 1.487.8 850 500 89268 | 11024 361 8.3 8536 | 327.1
2002 | 83781 13095 | 1800 | 1800 75251 870.1 401 79 6329 | 2515
2003 | 75477 11944 | 600 600 6.815.1 8088 345 68 6381 | 3187
2004 | 68888 13165 | 1309 | 1309 56428 7756 352 76 10800 | 4024
2005 | 71210 11681 | 1150 450 56904 7470 311 7.7 12845 | 3685
2006 | 7.0040 10924 | 450 250 58798 7176 36.1 81 10431 | 3417
2007 | 64951 9253 880 280 55772 6648 382 84 7917 | 2240
2008 | 69486 9698 | 2400 | 1068 6.0747 6902 333 49 6006 | 1678
2009 | 62934 10431 | 4350 | 2150 53977 6513 219 49 4388 | 1719
Lo 6552 733 | 1950 | 1082 -6770 389 | -114 00 -1618 41
S -9.43 756 | 8125 | 10131 -11.4 556 | -3423 000 -2694 244

Source: Financial Statistics Monthly, CBC.

In the secondary market, total turnover of short-term bills decreased by 8.89 percent to
NT$42,096.4 billion. Of the total transactions, commercial papers still made up the largest share
of 78.17 percent, which represented a decrease of 7.07 percentage points compared with
the previous year. It was followed by negotiable certificates of deposit with a share of 17.54
percent, which represented an increase of 7.94 percentage points compared with 2008. Treasury
bills accounted for 4.08 percent. With respect to market participants, private enterprises
remained the largest player in the market with a share of 45.49 percent, followed by banks

with a share of 21.77 percent.

Money Market Rates Went Down and Stayed Low

During 2009, funding conditions in the banking system remained easy. In the first quarter,
with weak funds demand from the private sector amid a domestic economic slowdown,
repatriation of funds from overseas and the Bank's increase in banks' excess reserves, funding
conditions were easy. In the second quarter, because net foreign capital inflows increased,
funding conditions stayed easy. In the third quarter, the Bank issued more certificates of deposit
to bring down the level of the huge banks' excess reserves to prevent excess liquidity from
affecting the stability of financial markets. In the fourth quarter, as the financial crisis waned,
the global economy clearly rebounded and domestic recovery also gained momentum,
demand for funds increased, but funding conditions remained easy under the Bank's monetary

easing policy.

The interbank overnight call-loan rate went down in the first quarter of the year because

of the Banks' interest rate cufts. It turned downwards from 0.87 percent at the previous year-
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end to a low of 0.10 percent in May 2009 and then stayed low under the Bank's continued
monetary easing policy. The primary market rate on commercial paper with maturities of 1-30
days went downward from 1.73 percent at the end of the previous year to 0.43 percent at the
end of 2009. The secondary market rate on commercial paper with maturities of 1-30 days

also stepped down from 1.00 percent to 0.25 percent during the same period.

Money Market Interest Rates
Interbank overnight call-loan rate
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