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ABSTRACT

Taiwan has suffered economic turmoil at the threshold of the new millennium . The unemployment rate has been escalating while

the stock market mired in slump . More than 100 listed and OTC companies are supervised by board members pledging more than

half of their stocks as collateral at banks . The total value of non-performing loans written off into baddebts in local banking

community(inclusive of farmers and fishermen credit cooperative associations ) is estimated to hit NT$100 billion in fiscal 2000 , an

unsettling indicator of the shaky credit rating of local banking institutions as well as a harbinger of looming financial crisis. Loans

acquired through political and the so-called “ black-gold ” connections have been regarded as the major culprit behind the

tarnished reputation of Taiwan’s banking community and several outrageous runs on the bank . However, the recent outbreak of

business scandals concerning Taiwan Pineapple, Fow Yow Business Group , and Far Eastern Silo and Shipping has betrayed how

those troubled banking institutions have been further crippled by fraudulent business practices . As of the end of June 30, 2000, the

average non-performing loan ratio of grassroots - level financial institutions read 14.83 % . The situation will force local banks to

strive for selfreservation by recollecting extended loans . Financially unstable listed and OTC companies in turn are confronted with

the increased possibility of having their pledged stocks put into sell out and the subsequent financial hot waters. Any serious political

or economic incident can trigger a chain reaction and plunge Taiwan into financial storm. To restore the deteriorating financial

system , local banking institutions need to build up solid internal auditing mechanisms and to launch effective control over

non-performing loans and bad debt management. Local enterprises,on the other hand , have to strengthen their financial

perspectives and to steer clear of any financial risks in order to survive the impending local financial storm . The Ministry of Finance

is expected to implement a reliable financial supervision system to counter any fraudulent and corrupt practice and to keep local

enterprises from business risk . The present research aims at identifying , analyzing , and diagnosing the major distorted messages as

reflected in the corporate financial perspective with the hope to help local enterprises obtain financial information, optimize financial

leverage, strengthen capital management , ensure sustainable business development , generate substantial profits for their

shareholders , and fulfill their social responsibilities. Key Words : non-performing loan ratio , financial perspective , local financial

storm (crisis) , sustainable business development .
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