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Overview of the Securities Market
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Overview of the Securities Market

Securities in Taiwan are traded on three markets, namely: the centralized market, TWSE; on GreTai
Securities Market (GTSM), Taiwan’s over-the-counter market; and, on the Emerging Stock Market (hereafter
known as ESM). At the end of 2012, there were 809 TWSE listed companies, with a total capital amount of
NT$6.38 trillion and a total market capitalization of NT$21.35 trillion. There were also 638 companies listed
on GTSM, with a total capital amount of NT$0.67 trillion and a total market capitalization of NT$1.74 trillion. In
addition, there were 285 companies listed on the ESM, with a total capital amount of NT$0.34 trillion and a total
market capitalization of NT$0.54 trillion. The total number of listed companies on Taiwan’s stock markets was

1,732, representing a total capital amount of NT$7.39 trillion and a total market capitalization of NT$23.63 trillion.

Table 1 lists the 2012 performance figures for the securities market. TWSE listed companies generated
NT$20.08 trillion in operating revenue. GTSM listed companies had operating revenue of NT$1.38 trillion, while
ESM companies had operating revenue of NT$0.5 trillion. Total revenue on the securities market amounted
to NT$21.97 trillion. In the same year, TWSE trading value was NT$20.79 trillion. GTSM trading value was
NT$2.98 trillion*. As for ESM, trading value was NT$154.9 billion. Total trading value on the securities market
was NT$23.93 trillion. (*GTSM trading value does not include bonds.)
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Figure 1 Number of listed companies (not incl. TDRs)
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20125 REZE23.938TT » 20115 =R23.38% © FAEXRFZE NEWBE (WE=) 2012 The number of companies listed on the securities market grows steadily every year as seen in Figure 1.
FEPHIGRAEREI7%  BEMSEERA175%  SEEMSHEERE27% ° NAEINHHERN In 2009 there were 1,510 listed companies; total listings increased to 1,732 in 2012.
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In recent years, a number of factors have affected the total trading value and turnover rate on

HRTE S S H RN RN EE - (BREF S BHENEATNERE LSRR EE the securities market. International factors include the 2008 recession and the European debt crisis.
FEMZERE > MERENR2011FERERE - Domestic factors include new regulations for capital gains tax and premium increases for the second
?g generation of Taiwan’s National Health Insurance (NHI) program. In Figure 2, we can observe that the
<Zﬂ total trading value of the securities market has been trending downward for 3 consecutive years. In
= B= BEEFmE—EB B= A@Ex 2012, total trading value fell to NT$23.93 trillion—a 23.38% decline from 2011. The overall turnover rate
Q Figure 2 Taiwan Securitites Market:Overview Figure 3 Turnover Rate
E also shows a gradual downward trend. Figure 3 shows that, the turnover rate in 2012 on TWSE was
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Figure 4 2012 Stock Index Performance Trends
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Figure 5 Average Dividend Yield
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Figure 6 Yield rates across world markets
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Index levels also saw a decline in the first half of 2012 due to the difficult climate in both the international and
domestic political and economic environment. However, controversy over the capital gains tax assuaged in the
second half of the year, and economic figures had gradually improved since the 4th quarter. On the last trading day for

that year, the TAIEX and GTSM capitalization weighted stock index closed at 7,699 and 103 points respectively—an

increase of 8.87% and 10.01% compared to 2011, as seen in Figure 4.
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TWSE former Chairman Chi Schive and former President Samuel Hsu in Schive's ceremony
departure

In terms of the securities market’s contribution to investors, the average yield of stocks from 2009 to 2012 was
4.03% for TWSE-listed companies and 3.97% for GTSM-listed companies (see Figure 5). The securities market

provided investors with high dividends, generating a return rate higher than the bank time deposit rates.

The characteristics of the securities market in Taiwan include a reasonable P/E ratio, high liquidity, and high
yield. In 2012, the price earnings ratio of the overall market was 23.62, higher than those of other major markets. Its
high turnover rate is evidence of active trading in Taiwan’s securities market. The cash yield of the overall market was
3.48%, which was higher than other major markets in Asia and the U.S., and only slightly lower than London Stock

Exchange (see Figure 6).

At the end of 2012, Taiwan’s stock market ranked 22" in terms
of market capitalization among members of the World Federation of P
Exchanges (WFE). Taiwan held this ranking in the previous year also,
when its market capitalization value accounted for 1.34% of the total
market capitalization among WFE members. In terms of trading value,
Taiwan ranked 15™, also the same rank as the previous year, albeit this )
value had fallen from 1.41% to 1.39% in terms of total trading value .“r'- ;
among WFE members. lts turnover rate ranked 9™, two places lower .

than in 2011. Considering the global economic environment at the time, E=

Taiwan’s securities market performed remarkably well. (Note: there are
AR IR IS B L

57 members in the WFE, with 53 members having security operations.) Senior Executive Vice President Chao-Zon Yang
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