I 2007, the Taiwan stock markel as made fair gains, allbouwegh the markel
encountered greatar volatility throwghout the year. In the first quarter of the year,

lhe markel shd shghily as the sub-prime moargage defaulis began o spread. During
the middle of the yaar, the market reboundad and maintained steady growth, which
reflecled mprovements in both economic indicalors and fareign investment. In the
sacond half of the year, howewar, the market again suffered axtrame volatility dua to
mulliple effects brought abad by the expanded sub-prirme crises, the plunge ol major
irtarnational stock markats and 8 hafty US inferest rate cul. During 2007, tha
Taiwan Slock Exchange Capitalization Waighted Slock Index (TAIEX), reaprasanling
market parformance &5 a whols, reached s peak &t S&00.88 on Oct 28", and
closad al 8530628, up by 682 .66 poinis, or B.72%., from 2006,

Despite this volalility, the Taiwan Siock Exchange (TYWSE) was still able 1o deliver
supanor performance under the regulatory authority’s supervision. Both in the
primary and secandary markels, many ndicabors broke records and reached historic
highs. In the primary market, the nembaers of ksted companies and Exchanga
Traded Funds (ETFs) were 8098 and T, respeclively. MNew wamanl issuancs
incraased by 2,666 ower the year, and the total number of listed wamanis was 2,085
al the end of the year, Thay have all reached hestons highs since TWSE launchad
those vanous products.  Furthermore, there were 20 initial public offarings in 2007,
surpassing ive mone than the target ol 25 sat by he Execulive Yoan,

In the secondary market, items thatl hit reconds include: the daily average trading
value {US554.13 billion) and accumulated investors opening accounts (8,15 million).
In addition, the olal rmarkel Irading salue in 2007 was USE1,02 trillion, an incresse
of US5283.18 billion from the previcus year, and the highest turmovar value for 10
YERAPS,

Analher poind worlh noeding is had the rend of Foreign Prstilutionsl Invesiors” (FliI)
imvastment in the Taiwen siock market is sfill continuing, and historic highs have
algo been reached in the following areas: FINE'Ss marke! capilalization (USS216.81
billion). FIMNI's trading value (LSS5199.76 bilion). and FINI's trading percentags
[19. 7%, By the end of 2007, the remillance imvard lund had accumuolated around
USCE13T.6 billion, indicating that the Taiwan stock markst is wery attractve to
loreign imeston,

Reviewing ksl year's activilies, TWSE conlinued bto work with the regulatory
authorty, the Financial Suparvisory Commission {(FSC), to reform the securifies
markel in order 1o ransionm e Tamwan securibies marksl inls 8 mone Eeral and
intarmational marketplace. The listing and trading sagments have, in many aspacts,
greally improved their operabonal efliciency and serace qualily, bringing (he markel
in lin with international standards. Here are some of the significant referms.

In ordaer to address the importance of information discloswre by Bsted companies,
we imdled regulators, corporale msuers and scholars 1o discuss this issue
thoroughly in many seminars throughout the year. For the purpose of gauging
cofporale govemance i lisled companies, we developed selif-examination
indicators and haeld corporate gowernance forums and related promotional activities.

CFaimman

In addion, we eslablished & “Financial Indicators Area™ on TWSE's websie, making it
easiar for investors to instantly review the operational and financial conditions of listed
cormpanies. The TW3E has re-classified the industial sectors af listed companies rom
20 to 29, and recrganized the sactor indicas accordingly.

'Wa implamentad many market reforms in 2007, Thesa raforms include modification of
the Block trading Sysbem, simplification of the fomign nvestior regesbralion process niee
machanisms for answring the capital adequacy of escurity firms, the mprovemeant of
securities marke! settlement Bexibility and the Bunching of Direct Marked Access, In
addition, wea have also revised some market trading rules, such as exempting short
sale up=ticks for shares of the largest 150 companies, improving the securities lending
business, allowing securities firms %0 conduct money lending for securities businass,
and initialing a liquidity provider sysiem in the ETF markel

In addifien, TWSE has been devaled o develoging a senice-driven cullure as well as
to providing many new sarvicas. The most important task is o refumish our wabsita in
some specilic areas, making it more convenien] for investors and markel padicipants
to saarch for ralavant informetion. The changes includa: building 8 "Securities Firm's
Capital Adeguacy Ralio and Risk Managemenl Informaton Area” @& “Financsl
Indicetors Araa” and an “Individualized Financial Information Databasa.” At the same
fime, TWSE has aleo completed the Fully Automated Securilies Trading [(FAST)
System Renewal Project, greatly enhancad the capabiliies of computer applications
and computerized inlommation senicoes,

In the arena of intemational cooperation and communication, 2007 was a foll year tor
TWSE. Taiwan Investmeni Forums were held in Mew York, London, Abu Dhabi and
Dubsai, b which inlemational inslibdional investors were inwibed. Mols wene Signed
with the Oisaka Stock Exchange, the Bombay Siock Exchange, the Ceutsch Bdrse and
the Abu Dhabi Stock Exchange, sharing ideas on products, employes raining and
tachnology cooparation. TWSE also participated in the WFE 47 annual conferenca in
Zhanghai, and hosted fhe “AQSEF Marke! Data & Technology Collaboraton
‘Workshop® near Taipei, which graatly contributed to enhancing the intemationsl
cooperation of Ehe exchanges comemunily

In terrms of our Tuture direction. in addition o expanding and despening the scope of
tha markst and encouraging owerseas Taiwanese and foreign businesses to kst on
TWESE, we will confinue to promote and develop the intemational competilivensss of
tha market. Strategies for achieving this inchude integrating markat resources and
providing hull-scale marked services, Thene is a global trend for exchanges o adjust
thair internal organizations and integrate market resources. This improves the antire
aperplional eficency, and halps the markel o share experience and coopenats with
other axchanges for mutual bensfits. Moraover, TWSE constantly improvas its
Tull-seale services for markel padlicipants, builds trading sysbems and imestmant
aenvironments in line with international standards o 88 to attrect domastic and
inlemational geeers and imeslons, and expands s primary and secondary markeds. |
is. hoped that these efforts will enhance the core competitveness of the entire
securities indusiry, making TWSE an nermationally significant capital marked
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