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Research Update 

United Microelectronics Corp. 'twAA-/twA-1+' 

Ratings Affirmed On Improved Liquidity;  

Outlook Stable 
 
September 25, 2018

Rating Action  

Taiwan Ratings Corp. today affirmed its 'twAA-' long-term and 'twA-1+' short-term issuer credit 

ratings on United Microelectronics Corp. (UMC). The outlook on the long-term rating is stable. At the 

same time, we affirmed our 'twAA-' issue rating on the companies' unsecured corporate bonds.  

The ratings on UMC reflect the company's satisfactory market position in the global foundry business 

and low debt leverage. Several factors partly offset these strengths. These include UMC's weaker 

technology capability compared to that of global leading peers, the higher cyclicality and intensive 

capital nature of the semiconductor foundry industry, and rapid technological changes that could 

erode UMC's market position rapidly if the company fails to keep up with technology advancement. 

We have revised our assessment of UMC's liquidity to strong from adequate, which has no impact on 

the ratings. Given a material decline in the company's capital expenditures and debt maturities, we 

expect UMC's ratio of liquidity sources to liquidity uses to be 2.0x-2.5x in the next 12 months and 

1.5x-2.0x in the subsequent 12 months. 

We also believe that the company can absorb high-impact, low-probability events without 

refinancing, given its stable operating cash flow, high cash balance, and lower capital expenditures. 

We expect UMC's liquidity sources will still exceed liquidity uses even if its EBITDA declines by 30%. 

We also believe the company has good banking relationships, underpinned by its stable performance 

and satisfactory market position. In addition, UMC has large headroom for loose financial covenants 

carried in a small portion of its borrowings. 
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