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S EEAHISEER ) “ Overview of the Securities Market )
BEMIGAERFESERENESHAEENTES  #EHFEENE FH «  EEEAK - EKX The securities market serves as a platform for channeling funds on the basis of supply and
BB RIS DUSERE SN | B— S EIREHAL « B TIEMs| - B SIS demand. TWSE actively confinues to provide guidance and assistance in listing applications and

fundraising to help listed companies grow, generate employment and enhance operational
PREREARBAVREDS - MEM AR - WABS DB ERE - UITS synergy. At the same time, TWSE endeavors to maintain fair and tfransparent market mechanisms
BB ITHISG » XIME - EFRAREANTSHSEEER  NMASEESEPTHSE - in order to protect investors' rights and the public’s interests, ultimately to reach the goal of a
prosperous economy. This is the function and social responsibility of a securities market.

The following four sections will infroduce various aspects of Taiwan's cenfralized securities
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market: specifically, 1. the primary market, 2. the secondary market, 3. brokers and investors, and

FEEEHFR IR ZE R EE  =2EGFTRE (TDR) 338 (&) #& (Warrant) ~ 4. key indicators of the securities market.
R (Stock) ~ EHBRAES (ETF) 5 BAIERRBNEFHERER  MBEESRS
Pir 8 32 fS i s TWSE » 15 EE I FRAVOIE R g S5 B S RIAE T E © 1. Primary Market*
EEeAtEhTIgEE » B 2013 FELN  BITEEETEETRIINE - FThATH 28 Products listed on the Taiwan Stock Exchange include Taiwan depositary receipts (TDRs),

. . ] ; warrants, stocks, and exchange traded funds (ETFs). Currently, the most heavily tfraded product
NS REEUR 8,159 1 B T REISNE— FATIRE 838 K © IEBREEES < (ETFS) y Y P

is stocks. The Exchange is also known as TWSE, which also represents the first letter in the product

21 1‘ ’ :/HE;-I— 9.046 ﬁ‘ﬁ?ﬁf%%ﬁ: ’ Eﬁ%ﬁ@ibu 409 KJE ’ T{%?&é)\%%%ﬁ%?ﬁ ° offerings mentioned above.
2013 4K FH/AT (5 TDR) 48%t 866 =X » #81H{E 24.53 JTT » & 2012 EERNE In terms of market scale, as of December 31, 2013, there were 28 foreign secondary
_ P listed companies with TDR issuance, 8,159 warrants, 838 domestic and foreign primary listed
14.80% » BN L - BSME— LHBRE T EHARTES B4 2374 JT © 7,833 (#5T e . _ = i
companies, and 21 ETFs. Compared with last year, total products listed on TWSE boasted an
K144 27T - increase of 409, lifting the total number of listed products to offer investors to 9,046.
2013 FEK @ FThATIZERZEE 6.61 JEIT » 8 2012 FEEEHN 2,251 BT - &M As of December 31, 2013, there were 866 listed companies (including TDRs) with a total
2013 £ FiATIE RIS EEUE S (SFLE) HEE 5767 &0 » & 2012 LK 887 (&L - market capitalization of NT$24.53 frillion, representing an increase of 14.80% compared to year-

end figures for 2012. The market capitalization of domestic listed companies, foreign primary
listed companies, and secondary listed companies was NT$23.74 trillion, NT$783.3 billion, and

¥ERIE /A 18.17% » MEBRBEFEE SO IR 1,830 8Tk 3,937 BT » Hhim LHBwES

HATRPENEEES  EMBEREES  EELSBE MR - 2013 FEAN FHARE NT$14.4 billion, respectively.
Wy 26.88 JKIT » B 2012 R E 33.82% o As of December 31, 2013, the total capital issued of all listed companies was NT$6.61 trillion,
representing an increase of NT$225.1 billion from 2012. In terms of fundraising, the amount raised
FHARRTEN—EE B % - FEMAET in 2013 through stocks and bonds (including private placement) by listed companies totaled
L] — h 7‘: = e o . .oy .
Issuance Information for Listed Companies Unit: Number of Companies and Value in NT$ billion ) NT$576.7 bilion, an increase of NT$88.7 billion, or 18.17%, from 2012. The amount of funds raised by
stocks and bonds stood at NT$183 bilion and NT$393.7 billion, respectively. These figures represent
I5H Item 2013 2012 2011 ) i . ) I ) : )
the efficient tfransformation of public surplus funds into production capital for businesses which,
imﬁaﬁfﬁ‘f%% . (EE). . 5 866 840 824 in furn, enables these firms fo issue additional shares and invigorate the economy. Accordingly,
umber oflisted companies™ (year-end) operating revenue for listed domestic companies was NT$26.88 trillion in 2013, a growth of 33.82%
IHAREHE * (FIE) from 2012.
Total market capitalization* (year-end) 24,534 21,371 19.242
LHAREAR (FIE) 6,610 6,385 6,152
Capital Issued (year-end) ! ! ! * For statistical figures in this section, please refer to the table and graphs on pages 4 and é respectively.
IHAREESRE
Amount of funds raised 576.7 488.0 480.1
N EmARE
Operating revenue of domestic listed 26,875 20,083 19,404
companies

*3zt 1 4 TDR  *Note: TDRs included

-




A3F  EHARBMESR B EARR EXRALHERRZFAE

a EHATRERY A
\_ Number of Listed Companies J

BAI R Unit: Number of Companies

900
866
850 840 28
824
34 o 36
800 o
18
750
772 783 802
700
2011 2012 2013

BN 55— -I(TDRs) Foreign Secondary Listings

@ KN E— £ Foreign Primary Listings
@ MRS Domestic Companies

—XREmhE

(—) BITEMERERER

2013 F F¥4F - REEREMEREBBER MNERNEBFREERERSSERE 15
HE2REEES - THEFRBEARTHRZBER N EERNISFERF SRET @ &
FAH =S TEINREREIEE 8,611.51 BLULEE - 8 2012 £ F53k 11.84% » R

WO ERRRZAT  EXRER »

#ZERK The Executive Management Team

. tHEATEAE  BRRHE 00 )
\ Capital Issued, Operating Revenue and
\__ Market Capitalization of Listed Companies /

By HEEIKIT  Unit: NTS trillion
30

25
20 19.40 20.08_ 21.37
19.24

26.88

24.53

15
10
5
0

6.15 6.38 6.61

2011 2012 2013

@ £4% Capital Issued
@D EZEU Operating Revenue
@B Total Market Capitalization

The number of listed companies, capital issued, operating revenue and market capitalization
have grown steadily within the past three years.

2. Secondary Market

A. The Taiwan Stock Exchange Capitalization Weighted Stock Index (TAIEX)

In the first half of 2013, TAIEX showed a trend toward volafility, influenced by quantitative
easing in the United States, and secondly, by the delayed amendment to domestic laws
on capital gains taxes. However, in the second half of the year, as a result of market stimulus
policies in the domestic stock market, coupled with the excitement of a record-breaking US
stock market, TAIEX closed at 8,611.51 on the final closing day of the year. This represented
an 11.84% increase over the same period in 2012, oufperforming most regional exchanges in
Asia and second only to Japan.
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B. Overview of Transactions

In 2013, affected by the slow recovery of the global economy and changing domestic laws
regarding capital gains taxes, the annual trading value of the centralized market declined by
5.71% from 2012 to NT$19.60 trillion. The average daily tfrading value also fell, to NT1$79.7 billion, a
decline of 4.17%. The annual trading value of listed stocks was NT$18.94 trillion, a decline of 6.41%
from the previous year. At NT$76.9 billion, the average daily trading value for listed stocks was
4.89% lower than that of 2012 (NT$81 billion). TDRs had an average daily frading value of more
than NT$100 million, representing a decline of 19.86%. Trading of ETFs and warrants significantly
increased, with average daily trading values of more than NT$1.1 bilion and NT$1.3 billion,
respectively, showing a growth of 6.57% and 49.38% from 2012.

Tors WarraNT Stocks HErTF

28 TDRs 8,159 Warrants 838 Stocks 21 ETFs

Average Daily Trading Value (NT$ million)

> 100 | 1,300 | 76,900 | 1,100
(greater than)

Note:Figures for the products above are as of December 31, 2013.
Average daily frading value for each product was calculated by dividing total frading value in 2013
by the number of trading days (246 days in 2013).

Margin trading accounted for 16.73% of total stock market frading value. In terms of investor
types, the percentages of transactions made by domestic legal persons (including securities
investment trust companies and dealers), foreign investors, and domestic natural persons were
16.2%, 24.6% and 59.2%, respectively.* Transactions by securities investment trust companies
and deadlers constituted 6.7%. As of the end of 2013, foreign share holdings reached 34.6%, a
further indication of how international capital contfinues to favor exceptional listed companies
in Taiwan’s cenfralized market.

* For these and subsequent statistical figures in this section, please refer to the graph on page 8.
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3. Brokers and Investors

As of December 31, 2013, 86 securities firms had contracts with TWSE to operate in the market.
Among these, 37 engaged only in securities brokerage; 36 ran a combination of securities brokerage,
dealership, and securities underwriting businesses; and 35 engaged in margin trading business
activities. In terms of operational offices, securities brokers had 956 branch offices, with a total of
36,952 registered employees serving investors nationwide.

The cumulative number of investor accounts was 16.83 million, and the cumulative number of
investors with brokerage accounts was approximately 9.26 million. There were about 2.95 milion active
fraders throughout the year. 78% of domestic shareholding individuals held fewer than 50,000 shares,
signifying that a significant portion of the general public is participating in the business activities and
value creation of listed companies.*

To expand its investor services and enable investors to acquire a proper understanding of
investment concepts, TWSE, in addition to television and newspapers advertisements, posters, and
advocacy activities, also launched a new information initiative called the “Investors Knowledge
Network” (http://investoredu.twse.com.tw/Pages/TWSE.aspx). The aim is to deepen investors’
understanding of operations and risk in the securities market. Investors with questions or concerns can
contact the direct line of the Investor Service Center at 886-2-8101-3101 or 886-2-2792-8188.

* Please refer to the diagram on page 10 for shareholding details.
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4. Key Indicators of the Securities Market*

We like to characterize our securities market by the so-called 3Ps: “Pricing” (reasonable
prices, represented by reasonable P/E ratios), “Prosperity” (ease of trading, represented by
high turnover rates), and “Profitability” (substantial profits, represented by high dividend yields).

In 2013, TWSE stocks traded at a price-to-earnings ratio of 18.04, whereas markets in Hong
Kong, Shanghai, South Korea, Singapore, and the UK were frading at valuations ranging
between 11 and 15; and Japan and the U.S. between 19 and 27. TWSE's furnover rate of
82.64% put it above major markets such as Hong Kong, Singapore, and the UK, ranking
Taiwan's centralized market among the top global exchanges in terms of turnover. These
indicators certainly are a testament to TWSE's ability to meet the frading needs of the investing
public.

TWSE listed companies distributed NT$770.4 billion in dividends to investors in 2013,
representing an overall dividend yield of 3.26%. By comparison, dividend yield generated a
rate of return higher than that of bank tfime deposits in 2013, outperforming major exchanges
in the U.S., Japan, Shanghai and Korea. The average dividend yield of stocks from 2009 to
2013 was 3.87%.
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* For statistical figures in this section, please refer also to the graphs on page 12.




