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l. Introduction to the Taiwan Stock Exchange

The Taiwan Stock Exchange (hereafter “TWSE” or “the Exchange” ) is a government-franchised,
privately-owned corporation responsible for operating and developing the domestic securities market. It
currently has 15 directors and three supervisors, with at least one-third of the members appointed by the
national government. The TWSE’s primary business operations include listings, trading (settlement), and
surveillance. These comprise pre-listing consultations, post-listing governance and supervision, the
improvement of trading mechanisms, maintaining market order, brokerage services, investor protection,
clearing and settlement operations, safeguarding against market defaults, market surveillance, and
monitoring illegal transactions. The Exchange’s 16 departments and 625 employees provide
comprehensive services to the stock market.

Dedicated to serving the securities market, the TWSE has adhered to a single vision since its
inception in 1961, namely, to ensure that “liquid securities and vibrant markets” are maintained in order to
inject synergy into the national economy. The Exchange aims to achieve its dual mission of providing
expedient fundraising processes and ensuring a secure investment environment for the public. It achieves
the first task by providing a smoothly functioning fundraising environment for companies to expand their
scale of operations, enhance their competitiveness, and create more employment. Simultaneously, the
TWSE works on the second task by engaging in market supervision and broker management in order to
protect and ensure the rights and interests of the investing public. By employing the three strategies of

“more transparent corporate information, fairer trading mechanisms, and more diversified financial
products,” the TWSE strives to improve market efficiency, respond to the needs of listed companies and
investors, while continuously developing the functions of the securities market in terms of breadth and
depth.

The Exchange is also guided by four fundamental duties, namely: servicing the market, developing
new products, expanding market scale, and forging international alliances. Finally, to manage future
competition and challenges, the TWSE has committed itself to staying up to date with international trends
and practices, and keeping an eye on opportunities for new products, new trading mechanisms, new
markets, new information, and new competition.
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Il. Overview of the Securities Market

The securities market serves as a platform for channeling funds on the basis of supply
and demand. The TWSE actively provides guidance and assistance in listing applications
and fundraising to help companies grow, generate employment, and enhance operational
synergies. At the same time, the Exchange also endeavors to maintain fair and
transparent market mechanisms in order to protect the rights and interests of investors
and the public, with the objective of creating a prosperous economy — this is the function
and social responsibility of a securities market. The following sections will introduce
various aspects of Taiwan’s centralized securities market, namely the: (1) primary market;
(2) secondary market; (3) brokers and investors; and (4) key indicators of the securities
market.

1. The Primary Market*

Products listed on the Taiwan Stock Exchange include Taiwan depositary receipts
(TDRYs), call (put) warrants, stocks, and exchange traded funds (ETFs). Currently, the most
heavily traded product is stocks. It is interesting to note that the first letters of the product
offerings mentioned above constitute the “TWSE” abbreviation.

In terms of market scale, there were 22 foreign secondary-listed companies with
TDR issuance, 10,602 warrants, 874 domestic and foreign primary-listed companies, and
36 ETFs as of the end of 2015. There was a total of 11,534 listed products, providing
investors with a diversified selection of products.

Among the total of 896 listed companies (including TDRs), the percentage of foreign
primary- and secondary-listed companies reached 8.04% as of the end of 2015. The
growing percentage of foreign companies reflects the Exchange’s continued international
integration. The total market capitalization fell in 2015 by NT$2.39 trillion, ending the year
at NT$24.51 trillion as a result of weakened global economic prospects.

The total capital invested by all listed companies was NT$6.95 trillion as of the end of
2015, representing an increase of NT$167.5 billion from 2014. In terms of fundraising, the
amount raised in 2015 through stocks and bonds (including private placements) by listed
companies totaled NT$349.3 billion. These figures signify the efficient transformation of
public surplus funds into productive capital for businesses which, in turn, has enabled
companies to issue additional shares and invigorate the economy. Total operating revenue
of domestic listed companies in 2015 was NT$28.06 trillion.

—r = 7— =7 __B&
LHATBTER—ER _ BT R EEHET
Issuance Information for Listed Companles Unit: Number of Companies and Value in NT$ billion

JEH Item 2013 2014 2015

Number of listed companies* (year-end)

L ABRHE (FE) 24,534 26,904 24,513

Total market capitalization* (year-end)

LHREIERE (FE) 6,610 6,783 6,951

Capital issued (year-end)

LHRRBEALE 576.7 407.9 349.3

Amount of funds raised

=\ T A%
B L R B o , 26,875 28,391 28,061
Operating revenue of domestic listed companies

*5¥ ' 2TDR  * TDRs included

* For Statistical figures in this section, please refer to the table and graphs on pages 4 and 6 respectively.
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2. The Secondary Market

(1) The Taiwan Stock Exchange Capitalization Weighted Stock Index (TAIEX)

In the first half of 2015, bullish market sentiment was fueled by the quantitative easing

measures implemented in Europe. Buoyed by the inflow of international capital, TAIEX
reached a new high of 10,014 on April 28. However, a series of major unfavorable global
factors, including the Greek debt crisis as well as severe pullbacks in the stock markets of
China and the United States, weighed heavily on TAIEX, which fell to a low of 7,203 on
August 24. After the capital gains tax was abolished, TAIEX was able to hold above the
8,000-point mark in the last few months of the year, closing at 8,338.06 on the final

trading day.

2015 FEEENTISEMERRERR
Total Trading Value of TWSE and Stock Index in 2015
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& EBX Executive management team

(2) Overview of Transactions

The annual trading value of the centralized market decreased by 2.34% from 2014 to
NT$22.51 trillion in 2015. The average daily trading value edged down slightly by 0.73%
from the previous year to NT$92.2 billion. The turnover in ETFs improved substantially,
with the annual trading value jumping by 277.23% year on year to NT$1.63 trillion. ETFs
accounted for 7.26% of the total centralized market turnover, up significantly from 1.88% in
2014.

Tors WAaRranTs Stocks  Ertrs
| 22 | 10602 | 84 | 3 |

Average Daily Trading Value (NT$ million)

91 | 2643 82752 | 6,698

Note - Figures for the products above are as of December 31, 2015. Average daily trading value for each product is
calculated by dividing total trading value in 2015 by the number of trading days (244 days in 2015).

Margin trading accounted for 13.32% of the total stock market trading value.
Transactions made by domestic legal persons (including securities investment trust
companies and dealers), foreign investors, and domestic natural persons accounted for
18.3%, 28.4% and 53.3%", respectively, of all transactions on the centralized market. The
percentage of transactions from domestic securities investment trust enterprises and
dealers was 9.3%. As of the end of 2015, foreign shareholdings reached a new high of
38.6%, indicative of how international capital continues to favor exceptional listed
companies in Taiwan’s centralized 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

At the end of 2015, 82 securities firms had contracts with TWSE to operate in the market (including
two futures and securities dealership firms). Among these, 33 engaged only in securities brokerage; 34
ran a combination of securities brokerage, dealership, and securities underwriting businesses; and 36
engaged in margin trading business activities. In terms of operational offices, securities brokers had
929 branch offices with a total of 36,821 registered employees serving investors nationwide. On
aggregate, securities dealers posted a total annual surplus of NT$26.04 billion for the year.

The cumulative number of investor accounts was 17.53 million, while the cumulative number of
investors with brokerage accounts was approximately 9.6 million; there were about 2.88 million active
traders throughout the year. As shown in the opposite figure, 79% of domestic shareholding individuals
held fewer than 50,000 shares, signifying that a significant portion of the general public participates in
the securities market and enjoys the value creation of listed companies.

In addition to television and newspaper advertisements, posters, and advocacy activities, the
TWSE has put in place an information initiative called the “Investors Knowledge Network”
(http://investoredu.twse.com.tw/Pages/TWSE.aspx) to expand its investor services, enable investors to
enhance their understanding of investment concepts, and strengthen investors’ knowledge of the
securities market. Investors with questions or concerns can contact the Investor Service Center directly
at +886-2-8101-3101 or +886-2-2792-8188.

EEHENB AT B E

Educational programs in securities and finance for teachers
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4. Key Indicators of the Securities Market*

In addition to our strong business performance in 2015, TWSE’s “3Ps” , or three
indicators that we use to highlight the attractiveness of the Taiwan securities market, also
showed strength. The TWSE “3Ps” are: “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 2015, TWSE stocks traded at a price-to-earnings ratio of 13.46, whereas markets
in Hong Kong, Singapore, and South Korea were trading at valuations ranging between
10 and 15, while those in London, Shanghai, Tokyo, and New York were between 17 and
19. TWSE's turnover rate of 77.55% ranked it above major markets such as Hong Kong,
Singapore, and London, placing Taiwan’s centralized market among the middle- to
top-level global exchanges. These indicators are a clear testament to the TWSE’s ability to
meet the trading needs of the investing public.

TWSE-listed companies distributed NT$1.0939 trillion in dividends to investors in
2015, up 17.74% from 2014, with an overall dividend yield of 4.60%. The dividend yield
generated a comparatively higher rate of return than those of bank time deposits and
exceeded yields of the major exchanges of New York, London, Tokyo, Shanghai, Hong
Kong, and South Korea. The average stock dividend yield from 2011 to 2015 was 4.24%.

LSRR
Dividend Yeild of Listed Stocks

% 5.65
6 -
4.60

5 412 3.55
4 3.26 /
3 .
o
1 4
0 T T T T

2011 2012 2013 2014 2015

* For Statistical figures in this section, please refer also to the graph on page 12.
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lll. Major Achievements in 2015

Looking back on 2015, the TWSE continued to work closely with national authorities to invigorate
Taiwan’s stock market and promote reform programs. The Exchange made substantial progress
on a number of measures in several areas, from securities issuing to trading, aimed at improving
the operational efficiency and service quality of the securities market. The Exchange continued to
develop financial products and to strengthen its links to the international community. A brief
summary follows below:

1. Primary Market Operations
(1) Listed 24 exceptional companies and expanded market scale

In 2015, a total of 24 new listings were added: 14 domestic companies (including transfers
from the Taipei Exchange) and 10 foreign companies. These overseas enterprises all applied for
primary listings, attesting to the fact that Taiwan’s securities market continues to attract foreign
interest. Listed companies raised a total of NT$349.3 billion in 2015, of which stocks contributed
NT$139.4 billion, serving to expand the scale of the centralized securities market.

(2) Encouraged companies to file IFRS and XBRL reports and accelerate convergence with
international standards

Efforts were made in 2015 to continue improving the quality of corporate financial reporting
and information transparency. The TWSE assisted domestic companies in upgrading their financial
reporting standards from the IFRS’ 2010 version to the 2013 version and using XBRL to disclose
operational and financial information. The IFRS version upgrade will improve the comparability of
financial statements with those of international counterparts.

(3) Strengthened the oversight of listed companies to protect investors’ rights

In addition to conducting routine audits and incident management of the financial and
business operations of listed companies, the TWSE has also been proactively involved in
advocating corporate governance and corporate social responsibility. The TWSE requires listed
companies to disclose material information in a timely manner, and independently verifies the
information to ensure its accuracy. Furthermore, a Corporate Governance Evaluation system was
established and a Chinese and English bilingual newsletter was added to the Corporate
Governance Center website in order to foster improved corporate governance practices.

;_;—_[J“IEE%”L
e -

DNE E&hﬁ%ﬁh

Corporate. Governance Evaluation awards ceremony
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(4) Expanded product offerings and index services to drive continued product innovation

The TWSE promoted the launch of commodity futures ETFs, such as gold and crude oil
ETFs, allowing investors to diversify their asset allocation choices. Furthermore, a number of
domestically listed ETFs linked to international markets were offered to provide global exposure to
investors, including ETFs and leveraged/inverse ETFs tracking Japan’s TOPIX index and the S&P
500. The TWSE further expanded its line of index solutions with the TWSE Corporate
Governance 100 Index, Electronics Leveraged 2X Index, Electronics Inverse -1X Index, TAIEX
Leveraged 2X Index, TAIEX Inverse -1X Index, and the TWSE TAIEX Small-Cap 300 Index. The
establishment of a foreign-currency denominated commodity trading mechanism is currently
being evaluated.

2. The Secondary Market

(1) Streamlined market management and trading
mechanisms to improve efficiency and reduce risk s

To ensure the soundness of the trading 104562298z
mechanisms, the TWSE implemented regulatory
changes, including relaxing the price fluctuation limit
from 7% to 10%, expanding the scope of day trading in
order to increase stock market liquidity, relaxing the
margin limits and allowing lending institutions to control
the limits by themselves. The disclosure of market
opening and closing information was also implemented
to provide more immediate trading information to
investors. A new and comprehensive system was put
in place to assess the operational risks of securities
dealers, and will serve as a reference for differentiated
levels of supervision in the future. These regulatory
changes thus serve to enhance market supervision
while relaxing restrictions on business operations.

(2) Continued market surveillance to maintain an orderly market

A total of 1,501 “Attention” announcements in relation to 221 securities were published in
2015, while 43 securities on 179 occasions were placed under “disposition stocks” due to trading
irregularities. Moreover, in monitoring real-time news reports, internet information and the
appearance of market-sensitive information during trading hours, clarification requests totaled 42
instances, with 12 cross-market surveillance reports.
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3. Strengthened Links with the International Community

The TWSE has always been an active participant in international securities-related
organizational conferences and affairs as it assists the competent authorities to enhance
the worldwide reputation of Taiwan’s securities market. In 2015, the TWSE signed a
second Memorandum of Cooperation* with the Korea Exchange to further the expansion
of the ETF market in both countries and jointly compile indexes. It also signed an index
authorization contract with the Osaka Exchange. The TWSE has cooperated on a
mutually beneficial basis with various exchanges and securities organizations. This
included establishing the subsidiary Global Link Securities Company Limited to actively
develop and promote the trading link between TWSE and Singapore Exchange.
Furthermore, the TWSE participated in several events to achieve its objective of advancing
the internationalization of Taiwan’s capital markets through global links and cross-border
cooperation. These included the ASEAN CEO Summit hosted by Bursa Malaysia, the IR
Festa forum hosted by Japan Exchange Group, as well as the Taiwan Enterprise Day
event jointly organized by MasterLink Securities Corporation and Okasan Securities
Corporation, promoting Taiwan’s capital market in Japan. The Exchange also collaborated
with Macquarie Securities Group to host Taiwan Investment Seminars in London and New
York.

* 32000 F EHAT KM A E RS
* The first memorandum of information sharing was signed in 2000.

AAFHBEER PSS mE
Memorandum of Cooperation signing ceremony
between TWSE and Korea Exchange
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IV. Corporate Social Responsibility

An integral part of TWSE’s identity as a premier financial institution in Taiwan is the
importance it places on corporate social responsibility. This is manifested in three areas:
economic development, social welfare, and environmental sustainability.
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ERBEREEAE AAREEHEIBEAIMER 2 Er WIAEARAIRE In terms of economic development, the TWSE vigorously strives to attract top-notch
SEMHEET BEREANSCERERRE 735%«( BIEEMEEER - EOSEN¥R foreign and domestic companies to list in Taiwan. To complement their core capabilities,
BT 20155288 /AT ERIRE4.60% T EEEREF1IK930 B TR B & the TWSE encourages high standards of corporate governance and the upholding of

= =4 7< SRR =] ’

corporate social responsibility. In so doing, investors are able to share in the profits of their
business activities and contribute to the nation’s economic growth. In terms of business

2014FRRIT.74% B INEIEHEARESR ' & ”#miﬁ B E  (REEES

B AEREMRR FEERKEREAE 2015F 282 FHhAT  ZUNiR1E &28.06 achievements, the total dividend yield of all listed companies in 2015 was 4.60%,
KTt BAERA6.95Jk T BB EENES (EFLE) HE 53493870 i§him LER representing a return of NT$1.0939 trillion as dividends to investors (up by 17.74% from
BRECEALTIFOCYMNEEES - 2014). These figures underscore the fact that the TWSE is playing its part in bringing
public capital and investors together for industries to flourish and for the fruits of
EEARSE  AATHFHEER RS HAERRSE R E B investment to be shared with society. In terms of promoting economic development, total
BERT RS RIEI 2 MBI W ERNSEAIRIGEEES o IFIE TR revenues, capital, and funds raised through stocks and bonds (including private funds)
REtE BB RK AT itEAERIBE S RS0 TR T3, BEmSiE | {HILE from all listed companies in 2015 amounted to NT$28.06 trillion, NT$6.95 trillion, and
BB IS A AT T N R | A B A EIE Y (oalsEy | S NT$349.3 biIIionl, respecltivlely. These numbers rleflect how surplus funds on the market
B SRR B S S ) AN BB AT T TS are transformed into capital in support of productive business endeavors.
BB AA ER SRS R EE IR S T With regards to social welfare, the TWSE gave back to the community through
promoting and advancing financial know-how; offering educational programs in securities
FIRFKEAE  AARFEEENR AN EFL RETRERMELR  IBAEAA and finance to college students, teachers, and the general public on a regular basis; and
BIANEFLRIE  BHITEANER B B2 A EFLEEET WALEE participating in and organizing philanthropic events and activities for the underprivileged.
SRR — R R BTHIE A Y EF IR RN 8 - [ B  IBISRER The TWSE organized 50 community college financial management lectures ( “Financial

Knowledge Literacy Program: Invest in the Future Series” ), hosted the “Outstanding
Sheep-Year Market Gain” internet games and prize giveaways that attracted
approximately 700,000 participants, and held a series of practical financial courses in
cooperation with colleges and universities that have benefited around 80,000 students.
Meanwhile, the Investors Knowledge Network, a web-based investor portal, received
470,000 visits in 2015. All in all, the TWSE has actively cultivated financial industry talent
and achieved its social responsibility of promoting a mutually beneficial relationship
between the financial markets, industries, and society in general.

REKLENIETSEABEER B#HEAR EHmAT INEFE—EHmARIRE=EFT
BEE (TDR) PR BRI FRSRIEE |R(L Ert2015F12B1BER -

In the area of environmental sustainability, the TWSE has continued to advocate the

T EABER R R——. government’s paperless policy to save energy and reduce paper usage. The Exchange

Community college financial management lectures Financial Services and Community Care Fair has expanded its electronic document processing capacities and promoted a more

energy-efficient electronic document operation mechanism. The TWSE has also

cooperated with the competent authorities to bring online a new generation of electronic

documentation management systems for the financial markets. In addition to

implementing carbon reduction initiatives, environmental protection policies, and

integrating a green business philosophy in its own daily operations, the TWSE has also

promoted a paperless reporting of share increases/decreases for domestic and foreign
primary-listed companies and TDRs, which went into effect on December 1, 2015.
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VI. Concise Financial Statement

EHEHEERGER Bl AT

Consolidated Concise Balance Sheet Unit: NT$1,000

FE As of 2015%E12831H 2014%F12831H
IEH Iltem December 31, 2015 December 31, 2014

MENEE

Current Assets

TBYE Kl
1ﬂ ) EEEEEEX ) Property and equipment 4,047,541 3,181,256

44,277,222 38,320,952

BILEE

622,417 705,016
- o —- : — . < PN Intangible assets 2 ’
AAR DS EHEIEAT BRI L BREER ARFIZEHD  BEHHEFEK -
il - AR EARH R FriB R ST L:LM:%—@E%:%HH AR EARTS Other assets ST EBRES 30,490,326
FEFTHENENRE BABRHTN TR HBES EEIDE, R EERE 10753175 12697550
Total Assets e e
e ?EEHUD. : 19,139,227 13,813,193
NBEEESREEES etore List.
Current Liabilities )
Z}fﬁﬂfi ; 14,779,683
ter Dist.
. ElyiE ==
V. Future Perspectives o emort Lisbilities 807,875 685,683
DBl 19,947,102 14,498,876
. . . , . L . B (S 4858 Before Dist.
The TWSE will continue to promote capital market internationalization, develop Taiwan Total Liabilities -
into a regional fundraising center, improve market operation mechanisms, accelerate ﬁaar%ist - 15,465,366
worldwide integration, and create innovative diversified products in its ongoing efforts to e
9 . - | 9om9 BERNSATET RS
ensure a more transparent, fairer, and more efficient capital market. We look forward to Equity attributable to owners of the parent
advancing our objective of promoting the development of the stock market, increasing its x
o oo Lo Hharif o ; 6,604,348 6,443,266
global competitiveness, and delivering on our vision of “liquid securities and vibrant Common stock
markets.” 2 /N |
Capital reserve 578 578
@EErE'JDist 39,483,805 38,830,191
REBEER :
Retained earnings
DR
After Dist. - 37,702,619
Efhiess
Other equity interest 3,158,283 3,166,348
7o Pas
?\lﬁl%”&@. . 10,559,059 9,758,291
on-controlling interest
y ?EEQ'JD. . 59,806,073 58,198,674
*Eﬁ”‘ugﬁ erore VISt
Total Equity 4 .
DR . 57,232,184

After Dist.
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Consolidated Concise Statement of Comprehensive Income

e T

2015 2014

B HatgFT
Unit: NT$1,000

EBEfEHEERER

Parent Company Concise Balance Sheet

e

2015%F12831H

B Hatf
Unit: NT$1,000

20144F12H31H

ZFE Period
I8H Item

EEMA
Operating revenue

el

Operating income

ERINRA RS

Non-operating income and expenses

A==l
Profit before income tax

REEA

Profit for the year

HitiraFam® (OP%R)
Other comprehensive income, net

KEFFR BT i AE5E
Total comprehensive income

FAEBNRAREE

Profit attributable to owners of the parent
FRS BN IR IR S

Profit attributable to non-controlling interest
RENSEERBNTARFEE
Comprehensive income attributable to
owners of the parent

ki TSy | ) INE | il o
Comprehensive income attributable to
Non-controlling interest

A% (JT)
Basic earnings per share (NT$)

i DA BEERIE AR

*Retroactively adjusted for stock dividends for earning year 2014.

.1_- W e e— -

7,891,714

2,217,607

815,497

3,033,104

2,520,597

48,208

2,568,805

1,699,021

821,576

1,643,021

925,784

2.57

7,676,015

2,284,934

947,731

3,232,665

2,644,395

1,038,756

3,683,151

1,843,904

800,491

2,834,376

848,775

2.79"

FE As of
I8H Item

MBEE
Current Assets
NG
Property and equipment
mEE
Intangible assets
Hith&E
Other assets
EERRE
Total Assets
AECH]
HENaE Before Dist.
Current Liabilities e
PANHE
After Dist.
IEREEE
Non-current Liabilities
AECHY
& (54858 Before Dist.
Total Liabilities ,
PANLIvE S
After Dist.
PN
Common stock
=7 /N =}
Capital reserve
SECHY
(R Before Dist.
Retained earnings R
PANLIVE S
After Dist.
Hithie s
Other equity interest
AECH]
RE26 40%E Before Dist.
Total Equity )
PaN e
After Dist.

December 31, 2015

88,310,156

3,327,098

339,124

30,568,466

67,745,443

18,051,118

447,311

18,498,429

6,604,348

578

39,483,805

3,158,283

49,247,014

December 31, 2014

28,986,486

2,514,330

396,459

29,614,673

61,511,948

12,782,167

13,748,657

289,398

13,071,565

14,038,055

6,443,266

578

38,830,191

37,702,619

3,166,348

48,440,383

47,473,893
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Parent Company Concise Statement of Comprehensive Income Unit: NT$1,000
ZFE Period

IEE Item 2015 2014
ERAA 4,512,518 4,401,748
Operating revenue K e
o i
=
Operating income 524,325 558,763
P
ERINIA RS H 1,349,885 1,487,757
Non-operating income and expenses
BRDER
Profit before income tax 1,874,210 2,046,520
PR
Profit for the year 1,699,021 1,843,904
Hitir e84 OFRR)
Other comprehensive income, net ( 56,000 ) 990,472

o AL |¥£

AR AR R 1,643,021 2,834,376

Total comprehensive income

SRR () .
Basic earnings per share (NT$) 2.57 2.79

*i DEAEERRENAE

*Retroactively adjusted for stock dividends for earning year 2014.
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