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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$28.06 trillion.
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Issuance Information for Listed Companles Unit: Number of Companies and Value in NT$ billion

JEH Item 2013 2014 2015

Number of listed companies* (year-end)

L ABRHE (FE) 24,534 26,004 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.
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(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%.
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* For Statistical figures in this section, please refer also to the graph on page 12.



