Business Report ]

The Economy in 2007

Taiwan's economy anjoyed a modarabe expansion throughout 2007, According 1o the Directorate General of
Budget, Accounting and Statistics (EEAS), the annual econdmic growih rate was 5.70%.

Private consumpiion grew 2.6%, mainly driven by employment Improvements, better aiock market
performance, increased dividend payments by listed companées, and increased social welfare. Private
irvestrment grew 3.4% due o expansion of capital expendibure by semiconductor businesses and orders for
new airgraft placed by aidine companies, Govemment spending grew at only 0.8% because of cost-saving
objectives. Government irmeestmeant had negative growth at -1 1%, duwe bo the policy of budget deficit reduction
and encouragemani of private companies to paricipata in BOT projects,

Tha grewth of tha global aconomy i 2007 slowed dus to the sub-prime crsis, the global credit cunch and the
soanng oll price.  Nevertheless, Talwan's exportimpoert value reached approxemately US5%247 bllllon and
LIS3219 billion, respectivaly, an increase of 10.1% and 8.2%, respectively. reaching the highest peak in years
Trade surplus reachsd US$27 billion, also a record figure.

The surging prices of raw materals, especially crude oll, and typhoon damage in 2007 caused noticeable
irflation in the second half of the year. The consumer price index rose 1.80% on average, as a resull of food
and energy price hikes. \Wholesale prices rose §.45% on average in 2007, primarily due 1o the rising cosis of
impariing energy, melals, fuel, coal and chemicals,

In other economic and financial indicators, ndustial producton increasad T.8% throughouwt the year, wilh tha
biggest production increase in the manufactuning industies. Supply and demand in the employment market
was vigorous; the annual average labor participation ratio was 58.25%, the highest in 10 years, Tha
unemployment rate was 3.91%, the owest it has been for T years.
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The caniral bank ralssd interest rates four times in 2007, while the monetary market remansd stable. Tha
exchange rate flucdluated, with an annual average exchange rale of NTE32 .84 1o US51.0.

Business cyck indicators showed moderabte volatility in the second half of the year due to sleady increasas in
indusirial production and Inbernational trade. The monitoring Indicators signaled “green’ in most montha,
except for “yellow-red” in September and Ociober, indicating sieady expansion

In tha outlook for 2008, global economic growth i expactad bo slow due fo the efect of the LS sub-primea
mortgage crsis, and the high pdce of crude oll and commodties. Howeves, demand from Europe, Japan,

China and India remains strong, 5o aconomic indicators such as production and expods are anbcipated to S E RV]_C E S
expand In Talwan. The frend of maving manufactening off-share o China or Southeast Asis is declining, while
foraign trade is expected to remain solid. &l these will halp IR up domeastic demand and production in the —
manuiaciuring sector. In addition, cross-Talwan Strait relations and the domestic politics will also skonificantly =
affect futune economic development. To sum up, the economic growth rabe for Taiwan in 2008 is estimated to .-
be more than 4% according to major global and domestic ressanch instutons. o
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