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Retrospect and Outlook
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| N 2008, practically no country
in the world was left unscathed by
the U.S. subprime debacle, global
financial tsunami and deterioration of
international finance. The worsening
business environment and massive
decline in imports and exports have
led to lower capacity utilization rate,
rising employment and steep drop
in consumer spending. Worse still,
the global financial market order is
seriously disrupted, which rippled to
the international stock and currency
exchange markets and caused the

markets to tumble.

The damaging impact on Taiwan's
economy brought about by this wave
of financial tsunami is unprecedented.
According to the forecast figures
recently published by the Directorate-
General of Budget, Accounting and
Statistics (DGBAS), our 2008 Q4
economic growth was —8.36%, and for
year 2009, annual economic growth is
expected to be —2.97%, export growth
—20.10%, import growth —26.20%,
growth in private investment —28.07%.
In addition, Taiwan will experience
economic decline in five consecutive

quarters, and the consumer price

index (CPI) is expected to fall 0.82%
in 2009, the biggest drop over the

years. The reasons behind those
dismal forecasts are primarily global
recession that results in sharp decline
in demands and hits the export-driven
economy of Taiwan hard. On the other
hand, steep drop in exports leads to
shrinking profits and layoffs that result
in rising unemployment and decline
in real salaries. Amid such unfavorable
environment, our securities markets
have also contracted in both issuance

and turnover.
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In the midst of this global recession,
the GTSM is unavoidably affected, be
it the number of listing (or registration
on emerging market board), stock

turnover; or bond issuance and trading.

With respect to stock issuance and
listing on GTSM, as of year-end 2008,
539 companies were listed on the
general board of GTSM, a net decrease
of 8 from 547 in 2007, and 233
emerging stocks registered on GTSM,
a decrease of |3 stocks as compared
to 246 stocks at the end of 2007. The
GTSM index closed at 64.37 at the end
of 1008, down 58.33% from the end
of 2007, and the market turnover both
in value and volume also decreased as
compared to 2007 with a daily average
of NT$13,194 million, down 61.83%
from the daily average of NT$34,564
million in 2007.

In the bond market, as of year-end
2008, there were 2,612 issues of
listed bonds with total nominal value
of NT$ 5,858.3 billion, recording
moderate growth in the number of
issues and balance outstanding. The
turnover in the bond market in 2008
reached NT$135,503.3 billion, of which,
NT$59,747.3 billion involved outright

trades, accounting for 44.09% of total
turnover, but down 36.29% from 2007.
Since 2003, practically all outright trades
of government bonds went through the
GTSM electronic bond trading system
(EBTS). In 2008, the amount of outright
trade that went through EBTS reached
NT$53,71 1.7 billion, accounting for
89.90% of outright trades in the
market, while the amount of RP/RS
trades that went through EBTS totaled
NT$12,509.6 billion, accounting for
16.51% of RP/RS market turnover.

In retrospect, thanks to the concerted
efforts of our colleagues, we still made
considerable progress on many fronts
in 2008 despite of a rocky year for the
market amid global economic turmoil.
In system and business reform, we put
forth a plethora of concrete measures
to improve the operating efficiency of
the securities market, step up exchange
with other organizations at home and
abroad, and enhance the quality of

service.

In the issuance market, we pushed for
initial public offering on the general
board of GTSM or registration on
emerging market board by foreign
enterprises, helped niche enterprises to
register on the emerging market board,
and provided well-run and innovative
enterprises with financing venue.
We vigorously promoted corporate
governance and encouraged GTSM-
listed companies to participate in the
corporate governance assessment
system. We also established and
promoted the Operational Property
Transaction Service Platform to
provide a service platform for
information on intellectual properties,
departments, technical teams or
merger and acquisition opportunities
to meet the needs of enterprises for

innovative technology and boosting

competitiveness.
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In the aspect of trading system, we
have implemented a myriad of market
reform and opening measures, including
implementing the T+2 DVP system,
adjusting the block trade system,
continuously improving the market
efficiency and liquidity of emerging
stock market, and actively planning
over-the-counter EFT products. In
the bond market, we stepped up
the market administration system
and service efficiency and revising
a number of rules and regulations.
We implemented a new when-
issued trading system to extend the
trading hours. We also introduced a
new trading system for government
bond combination trade to invigorate
the government bond market and
diversify the product lines. We are also
building a cross-border electronic bond
trading platform to meet the needs
of domestic dealers for investing in
the bonds of other countries and help
securities firms expand their businesses.
The platform will be rolled out in the

near future.

In the aspect of exchange and
cooperation, we are working with
accounting firms and securities
underwriters to bring well-run

enterprises into the capital market.

We brought premium GTSM-listed
companies on a roadshow to New
York and London to help them gain
international exposure. We have signed
MOU with securities exchanges in
Poland, Abu Dhabi, and Thailand to

enhance our international visibility.

We also endeavored to provide market
participants with quality services. We
held a series of investor conferences
for GTSM-listed companies to create
a platform for direct communication
and interaction between investors
and listed companies. We brought
premium GTSM-listed companies on
overseas roadshows to help them
gain international exposure. We have
built a Securities Issuance and Trading
Questions Repository and make it
available to the public for teaching,
training or research purposes. We also
strengthened the online information
disclosure system to provide investors
with a comprehensive array of inquiry

services.

We have had a good year in the
promotion of businesses in 2008
despite of the rapidly evolving
international environment and intense
market competition. Looking into the
future, we will continue to support
the development of over-the-counter
markets to fortify key businesses in
issuance and trading and enhance our
service quality to provide businesses
with the best financing venue and
the public with an investment market
that offers a diversity of products and
trading methods. We will also quicken
the pace of keeping abreast with the
international practices, step up the
communication and interactions with
securities markets around the world

to become a more active player in the

world market.
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History

A strong securities market is
the showcase of a healthy national
economy. It is also a vital venue for
businesses to access direct financing.
Private savings and dormant capital can
be channeled into the securities market
to help finance the development of
national economy and private sectors.
A viable securities market creates

wealth and benefit people’s livelihood.

Our over-the-counter market, like
the stock exchange, is a part of the
market for circulation of securities. The
government reopened the over-the-
counter trading of bonds in October
1982. The Taipei Securities Dealer’s
Association (TSDA) started handling
over-the-counter trading of stocks in
February 1988. But the market had
been languorous with a flawed trading

system. For the sake of enhancing the

functions of the GTSM, the Ministry of
Finance held a number of meetings in
1993 and 1994 to examine many issues
in relation to the system, functions and
organizational pattern of the over-the-
counter market. Subsequently the MOF
decided to set up an over-the-counter
center as a non-profit body to promote
the development of the over-the-

counter market.

In 1994, a succession of sponsors
meetings were held, in which, this non-
profit organization with the mission to
develop the over-the-counter market
was named Gre Tai Securities Market
(the GTSM), and rules of sponsorship,
and business plans were drafted. On
July 20, 1994, the Securities Exchange
Commission appointed 20 members to
a preparatory committee to work on
the establishment of the GTSM.The first

board of directors’ meeting was called

on July 28, 1994. The organization was
registered on September 26, 1994 and
formally established on November |
the same year to take over the business

of over-the-counter trading from TSDA.

The initial fund of the GTSM in the
sum of NT$350,450,000 were donated
by TSDA, Kaohsiung Securities Dealers
Association (KSDA), Taiwan Stock
Exchange Corp. (TSE), and Taiwan
Securities Central Depository Co., Ltd.
(changed name to Taiwan Depository
& Clearing Corporation) in the amount
of NT$170,250,000, NT$200,000,
NT$120,000,000, and NT$60,000,000
respectively. With surplus in the sum of
NT$2,647,652,344accumulated over
the years, the GTSM fund stands at
NT$2,998,102,344 at the present time.
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|. Organization Structure

The board of directors is the highest executive body
of the GTSM. The chairman convenes and presides
over board meetings, and represents the organization.
Under the board, there are one president who manages
company business and one or two vice presidents and

one general secretary who assist the president.

The GTSM started out with five departments, namely
Listing, Trading, Computer, Auditing and Administration.
Subsequently in consideration of the flourishing bond
market, the Bond Section under the Trading Department
was upgraded to Bond Department in July 2002. The
Computer Department was renamed Information
Department. To enhance market administration, the
GTSM further broke the Listing Department into two
departments - Listing Supervision and Listing Examination
in 2004 in the hope that this division of labor would
boost work efficiency. The GTSM also has a compliance
office under the direct command of the president to
take charge of internal audit and internal control matters.
In the vigorous effort to develop the features of GTSM
and over-the-counter market, the Planning Section
originally under the Administration Department has
been upgraded to “Planning Department” in December
2007 to take charge of planning and international affairs.
The Compliance Office is now directly under the Board
of Directors to take charge internal audit and internal

control matters.
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Guo-Huei Ning

Senior Executive Vice
President
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N = Daniel C. Y. Chu
FEWE b%%’]}&% Senior Executive Vice

Presid
Ching-Chuan Wu resident

Secretary General
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Bing-Jing Huang

Executive Vice President
Bond Department

O wEam RIS
Edith Lee

Senior Vice President
Listing Examination
Department

® mamigisH FliEcE
Fulung Ko

Senior Vice President
Listing Supervision
Department

(4 Jr R = 73
Sarah Wong

Senior Vice President
Trading Department

® wiupicm RN =k
Tai-Hsiung Liu
Senior Vice President
Information Department

O EEXT A
Frank Chen

Senior Vice President
Auditing Department

@ ErpE ZLIHE
Thomas Tsai

Senior Vice President
Administration Department

@ wdlem IR
Jenny Chang

Senior Vice President
Planning Department

O st ZURER
Jackson Li

General Auditor
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2. Responsibility

® Listing Examination Department
* Examine the listing of stocks and derivatives and handle registration matters.

* Draft, study and propagate relevant rules and regulations.
® Listing Supervision Department
* Supervise and administer over stock issuers.
* Draft, study and propagate relevant rules and regulations.
® Trading Department
* Manage the transaction and settlement operations for stocks and derivatives.
* Set up, manage and implement the market surveillance system.
* Draft, study and promote relevant laws and regulations.
* Administer securities firms trading on GTSM.
® Bond Department
* Administer over the listing of bonds and derivative products as well as their issuers.
* Manage the transaction and settlement operations for bonds and derivatives.
* Draft, study and promote relevant laws and regulations.
» Administer bond dealers trading on GTSM.
® |nformation Department
* Produce trading information and statistical data.
» Carry out planning of computer system, develop and design software programs.
* Carry out trading data, file, and server management.
® Auditing Department
* Carry out audits of finance and business of securities firms.
» Carry out document review of the financial and business reports of securities firms.
@ Administration Department
* In charge of document, file and chop management.
* In charge of the purchase, custody and maintenance of contract services and assets.
* In charge of business communication and general affairs.
* In charge of personnel and accounting affairs.
@ Planning Department
» Conduct marketing, research and development and project planning.
* Handle communication and exchange with international securities related organizations.
* Organize, sponsor and participate in international conferences.
* Handle legal affairs, including changes of registration by corporations, and collection and
compilation of laws and regulations.

® Compliance Department
* In charge of internal audit and internal control matters.
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3. Workforce
The GTSM started out with 29 employees and
expanded the workforce several times later on
in response to business needs. As of March 2009,
among the 234 employees, 129 were males and
105 were female. An analysis of the workforce
shows that 50.8% of GTSM employees ages
between 30 to 39 years old; 56.8% has master's

degree.

e OB PERENTCFFR

HBZE By education

&= Ph.D. 1.7 %
181 Master 56.8 %
KRE University 321 %
EH| College 73%
S (H)High school 2.1 %

> 50 10.3 %
40 — 49 359 %
30 —39 50.8 %
20 —129 30%

: SRR 39.74 BR
ote: Average age 39

7 B

S Male 55.1 %
M Female 449 %
#8251 Total 234 A
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Funding

Sponsors of initial fund and respective donation

CSA
TWSE
TDCC

Total

NT$
NT$
NT$
NT$

170,450,000 €
120,000,000 @
60,000,000 €

350,450,000

Aggregate transfer from surplus NT$ 2,647,652,344 €
NT$ 2,998,102,344

Current fund size

AP MWEEMEZR Growth of GTSM Fund

FE

Year

1994

1995

1997

1998

1999

2000

2002

2002

2003

2004

2005

2006

2007

2008

EAZIEA (71)
Input (NT$)

345,450,000

5,000,000

69,550,000
70,000,000
60,000,000
76,000,000
198,000,000
218,000,000
210,000,000
270,000,000
305,000,000
322,500,000
364,121,701

484,480,643

xR

Source

BEIANBRIZRIGEE

Initial fund from sponsors

BItMESBEEEF N SIBE)

Donation of TSDA

SSFERERGENES
Transfer of 1996 surplus

S6FRREREFENES
Transfer of 1997 surplus

SV FRSREREGENES
Transfer of 1998 surplus

SFEERIERFENES
Transfer of 1999 surplus

BOFERERBENES
Transfer of 2000 surplus

NFERERFENES
Transfer of 2001 surplus

I FERERBENES
Transfer of 2002 surplus

NFERRERFENES
Transfer of 2003 surplus

BFRRERFENES
Transfer of 2004 surplus

MEERERFENESE
Transfer of 2005 surplus

SFERERGFENES
Transfer of 2006 surplus

Y FERERFEBARESE
Transfer of 2007 surplus

EEiB (o) fis 5t
Total (NT$) Remark

345,450,000

HARBES
350,450,000 Combined into
initial fund

420,000,000

490,000,000

550,000,000

626,000,000

824,000,000

1,042,000,000

1,252,000,000

1,522,000,000

1,827,000,000

2,149,500,000

2,513,621,701

2,998,102,344
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Market Status

( 3
@ Issuance @)
Stocks
I.Number of listing, shares and 3. Change of listing 5.Revenues of emerging stock

capitalization on the general
board of GTSM

As of the end of 2008, there were
a total of 539 stocks listed on the
general board of GTSM (supervised
stocks included), a net decrease
of 8 or 1.46% as compared to
547 in 2007. If the |9 stocks that
were transferred to the Taiwan
Stock Exchange (TSE) during the
year were included, the number
of GTSM listing in 2008 actually
increased by || or 2.01%. Shares
listed totaled 70,307,000,000, with
total market value of NT$772,1 10
million, a decrease of |.64% and
58.68% respectively as compared to
the end of 2007.

. Revenues of listed companies
The total revenue of the 533 listed
companies (excluding 6 supervised
stocks) in 2008 amounted to
NT$1,327,500 million, averaging
NT$2,491 million per company,
which represented a decrease from
the total of NT$1,480,300 million
for 537 companies (excluding 10
supervised stocks) and the average
of NT$2,757 million per company
in 2007.

(1)In 2008, 26 companies (including
2 supervised stock) made initial
public offering of a total of 948
million shares on GTSM, and
34 companies (including |3
transferred to TSE, 6 put under
supervision, and 9 for other
reasons) were taken off GTSM.

(2)In 2008, 1,051 listed companies
made secondary offering of a
total of 4,064 million shares on
GTSM.

.Number, shares and

capitalization of emerging
stocks

As of the end of 2008, there were
a total of 233 stocks registered
as emerging stocks on GTSM,
representing a decrease of |3
or 5.28% as compared to 246 in
2007. If the 34 stocks that were
transferred to the Taiwan Stock
Exchange (TSE) or the general
board of GTSM during the year
were included, the number of
registered emerging stocks in
2008 actually amounted to 267.
Shares of emerging stocks totaled
28,050,000,000, with total market
value of NT$24,286 million, an
increase of 0.96% and a decrease
of 95.92% respectively as compared
to the end of 2007.

companies

The total revenue of the 233
emerging stock companies in
2008 amounted to NT$803,566
million, averaging NT$3,449 million
per company, which represented
an increase of NT$I,147 million
per company from 2007 as
compared to the total revenue of
NT$566,267 million in the year for

246 companies.

6. Change of emerging stocks

(1)In 2008, 45 companies with a
total of 1,839 million shares
outstanding registered first time
as emerging stock; 58 companies
with a total of 3,238 million
shares outstanding withdrew
their registration (including 34
stocks transferred to the general
board of GTSM or TSE).

(2)In 2008, 281 emerging stock
companies made secondary
offering of a total of I,767

million shares.

Annual Report 2008 Business Operation @



fé 25 75 i

BESBESENIBEEI/EEAL - LBESH
261280 - 8%1TERZBE158,583 6B 0 4. 9B ETT » &1TH
FRERBFEBAR - THRBEHE - BIEBNESS
918 - E51TERRBEST37,351.7BT (ASHEINE) ; =/
fE&519298 » 831TRREE518,062{B T (AEDEIERIE

7)) 2IMFEZE1820) 0 FEITEREASH | 4428500 Tl
NEMEH 1428 - $E1TERERSTO.476. 1Bt (REDEIE
BNTE)  BIRATIEET2678 © BITERERST.7502(R

70 RN TGNEF2HE 0 SITERRBST50.8180T » INENESS

5TO7HA - HITRRZRST4S0ET © BURRES5T2HR - $1TERER

5H4.918 % - EREIBHE L E - NECPBEDEIF 5

TIERRZER2.0818 BNSEDRFEDEIFTE3H »
BEREAA287.97180T ; TRMEHEPFED AT 1458 © i
BRRERR527.9318 T ©

@ BERE GER@A LA

Bonds

As of year-end 2008, 2,612 issues of bonds in the sum
of NT$5,858.36 billion and US$490 million were offered
on GTSM, which showed continuing growth in both the
number and the sum of issue. The bond products circulating
on the market include 91 issues of government bonds in the
sum of NT$3,735.17 billion (including stripped bonds); 929
issues of bank debentures in the sum of NT$806.2 billion
(including stripped debentures); 82 issues of beneficiary
securities in the sum of NT$144.28 billion; |,142 issues
of corporate bonds in the sum of NT$947.61 billion; 267
issues of convertible bonds in the sum of NT$175.02 billion;
2 issues of exchangeable bonds in the sum of NT$5.08
billion; 97 issues of foreign bank debentures in the sum
of NT$45 billion; 2 issues of international bonds in the
sum of US$490 million. Of the stripped bonds, there are
| issue of government bond with amount outstanding of
NT$208 million; 83 issues of stripped corporate bonds
with amount outstanding of NT$28,797 million; and 45
issues of stripped debentures with amount outstanding of

NT$52,793 million.



HERE BT B e BT TER AL DL & Bond Issues on GTSM

BT EHEEEIT in NT$I00m

Smn=ys | MISRAGHE
= e e 2T S = N — o r == e
BRES | cmEs | Saps | weadm |l IR gE | s@mx | ones
Government Financial Beneficiary Corporate (Exchangeable) Corporate Foreign International
bond debenture certificate bond bor%d bond with bond bond
FE warrant
=4
Year
o - . . . 418 ]
H® | BRR | HE | BER | B8 | B®R % SRR | A8l | B B | BR | 3™ (&) | BEn)
No. of Out- No. of Out- No.of | Out- No. of Out- No. of Out- No.of | Out- | No.of CE)'uT No.of | out-
issue | standing | issue | standing | issue | standing issue standing | issue | standing | issue | standing | issue g issue | standing
standing (US$100m)
1996 | 42 | 99505 - - - - 95 1,0834 | - - - - 5 96 - -
1997 | 44 | 103440 | - - - - 188 | 1,772.1 2 9.0 - - 7 294 - -
1998 | 45 | 104200 | - - - - 487 | 2,986.1 7 394 - - I 631 - -
1999 | 50 | 12,4382 - - - - 907 | 38617 | Il 61.1 - - 18 91l - -
2000 | 57 | 147832 - - - - 1,206 | 44334 | 25 305.1 - - 25 [ 131 - -
2001 | 65 | 185692 2l 50.0 - - 1,487 | 51690 | 54 | 5939 - - 46 1,430 - -
2002 | 74 22,1272 327 | 12992 | - - 2036 |65086 | 128 | 8920 2 7.0 78 1,426 - -
2003 | 80 | 258707 | 727 | 26389 | 6 94.8 2,666 79984 | 219 | 1324 | 2 2.1 174 1,530 - -
2004 | 86 | 285067 (1,160 |45505 | 23 | 2972 | 2,882 |89938 | 340 | 14603 | 2 56 174 [,165 - -
2005 | 88 |314172|1296|58362 | 58 | 9005 | 2,784 | 93552 | 315 | 15047 | 1.6 156 891 - -
2006 | 90 |338252|1390|74183 | 75 | 1321.1 | 2397 |97102 | 289 | 17704 | 09 140 710 25
2007 | 88 | 351847 (1209 |7541.3 | 98 | 19100 | 1,744 |87734 | 275 | 20985 | - - 127 602 2 49
2008 | 91 |37351.7| 929 | 80620 | 82 | 14428 | 1,142 |9476.1 | 269 | 18010 | - - 97 450 2 49
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In 2008, the GTSM had a total
turnover of NT$3,285.4 billion with
101,994,113,000 shares of stocks
changing hands in 249 trading days
(as compared to 247 days in 2007),
representing a decrease of 46.68% in
terms of volume and a decrease of
61.52% in terms of value from 2007.
The total number of transactions
was 32,827,314 with an average daily
turnover and volume at NT$ 13,194
million and 409,615,000 shares

respectively.

Stocks

The daily average trading in 2008 was
NTS$ 3,194 million, down 61.83% from
the average of NT$ 34,564 million in

@ Tradng @

2007. The highest daily turnover in
2008 registered NT$33,517 million on
May 7, and the lowest was NT$2,456

million on October 24.

The most active stocks by trading value
in 2008 were in order Sino-American
Silicon, Wafer Works, PixArt Imaging,
FEC Global, and Motech that accounted
for respectively 5.65%, 5.21%, 4.84%,
4.15%, and 3.85% of the total turnover;
by trading volume, the top five stocks
were Powerchips, ProMos, KGI, Janfusun
and Lealea, accounting for respectively
13.37%,8.97%, 5.51%, 2.54%, and 2.26%

of total shares transacted.

Bonds

The turnover in the bond market in
2008 reached NT$135,503.3 billion,
of which, NT$59,747.3 billion involved
outright trades, accounting for 44.09%
of total turnover and representing
a decrease of 36.29% as compared
to 2007 (the outright trade market
totaled NT$93,786.7 billion in 2007,
accounting for 48.35% of total
turnover for the year). Government
bonds still represented a lion’s share
in outright trade, accounting for as
much as 97.93% of all outright trades,
followed by corporate bonds with
|.56%, bank debentures with 0.32%,
beneficiary securities with 0.14%, strip
bonds with 0.045%, and foreign bonds
with 0.005%. The turnover of RP/RS
trades totaled NT$75,756 billion in
2008, accounting for 55.91% of total
turnover representing a decrease of
24.38% from 2007 in volume (the RP/
RS trade market totaled NT$100,182.5
billion in 2007, accounting for 51.65%

of the yearly turnover).
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Practically all outright trades of government bonds go
through the GTSM electronic bond trading system (EBTS)
since 2003. In 2008, the EBTS recorded NT$53,71 1.7 billion
in outright trading, amounting to 89.90% of total outright
trades, and NT$12,509.6 billion in RP/RS trading, accounting
for 16.53% of all RP/RS trades.

In the when-issued market, 6 government bonds with
nominal value of NT$610 billion were issued in 2008,
and the amount of when-issued trading for the year
totaled NT$3,988.6 billion. For special reverse repo issue,
total nominal value of transactions in 2008 amounted to
NT$6,214.9 billion, of which, NT$6,130.6 billion went
through the EBTS and NT$84.3 billion were traded over-
the-counter. When-issued trading through the Bond Lending
Center totaled NT$2.55 billion in 2008.
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Marken

and
BN Pacities
wan Corporate
Access Day

egistration

B




EEEETSER RS E Bond Trades on GTSM

SLFTE MR in NT$100m

BEEX5 Outright trade BifEER2 5 RP/RS
=354 e Q;%g) 3}5 M?—E\@Hﬁig &5t Total
o e | SERT | e | coporne | x| EEEE |

counter (Exchangable) | bond with
bond warrant

1996 - 26218 - - 9.27 256,657 90.73 282,875.0
1997 - 25710 04 - 637 378,012 93.63 403,7224
1998 - 71,065 208 - 1293 478,507 87.07 549,592.8
1999 - 72,096 242 - 13.82 449,687 86.18 521,807.2
2000 4,666 161,506 337.5 - 24.16 522,696 75.84 689,205.5
2001 119,690 409,409 900.7 - 44.55 659,686 5545 [,189,685.7
2002 500,930 105,165 1,959.7 1.79 45.19 737,400 54.81 1,345,456.5
2003 1,186,947 138,775 2/485.2 051 6329 770,531 36.71 2,098,738.7
2004 272,394 123,349 4,432.1 7.15 62.87 826,868 37.13 2,227,050.3
2005 2,321,894 149,972 3,644.6 3.76 7173 975,623 2827 ERDINB7Z
2006 1,604,575 90,907 4,502.5 - 61.63 1,058,287 3837 2,758271.5
2007 885,965 45,822 6,079.7 - 48.35 1,001,825 51.65 1,939,691.7
2008 537,117 55913 4,443.6 - 44.09 757,560 5591 1,355,033.6
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Securities Firms

As of year-end 2008, there were a
total of 96 securities firms that have
entered an agreement of securities
trading on over-the-counter market
with the GTSM, of which 47 engaged
in proprietary trade. Because 46 out
of those 47 securities firms engaged
in both brokerage and proprietary
trade, there was in fact only | firm
that engaged in exclusively proprietary
trade. Seven out of the 96 securities
firms were financial institutions that
engaged concurrently in securities
trading. In terms of offices, the 96 firms
had a total of 1,074 offices across the
country with 319 in Taipei City, 139 in
Taipei County, 98 in Kaohsiung City,
72 in Taichung City, and 71 in Taoyuan
County.

The top five securities firms in 2008
by trading amount through the EBTS
system were Yuanta, Fubon, SinoPac,
Polaris and Taiwan, accounting for
[3.16%, 6.33%, 5.64%, 5.41%, and 5.12%

of the market turnover respectively.

OTC Accounts

With market mechanism in full play,
domestic and foreign investors have
become more interested in the
GTSM listed stocks. Thus the number
of accounts opened to buy or sell
stocks on GTSM continued to grow
in 2008. As of year-end 2008, there
were | 1,638,421 accounts opened,
including 114,895 accounts opened
by foreign individuals and institutions
and 46,449 investment trust accounts,

which represent an increase of 375,239

accounts or 3.33% as compared to

['1,263,182 accounts in 2007.
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Call (Put) Warrants
As of year-end 2008, 24 securities firms

issued altogether 607 warrants valued
at NT$ 11,510 million, representing
a decrease of 38.45% as compared
to NT$18,700 million in 2007. The
total turnover in 2008 amounted to
NT$51,054 million, a drop of 50.55%
from NT$103,236 million in 2007.

Convertible Bond Asset

Swap

I. Trading of fixed-income
securities:
Currently 24 securities firms have
been approved to offer the business.
The nominal amount of outstanding
contracts totaled NT$16,759
million and total trading value in
2008 amounted to NT$I 1,429

million.

2. Trading of options:
Currently 24 securities firms have
been approved to offer the business.
The nominal amount of outstanding
contracts totaled NT$27,248
million and total trading value in
2008 amounted to NT$25,820

million.

NTD Interest Rate
Derivatives

I.NTD interest rate options:

Currently 20 securities firms

have been approved to offer the

@ Derivatices @

business. In 2008, the nominal
amount of outstanding contracts
totaled NT$35.6 billion and the
total trading value amounted to
NT$1.08 billion.

2. NTD interest rate swap:

Currently 22 securities firms
have been approved to offer the
business. In 2008, the nominal
amount of outstanding contracts
totaled NT$1,482 billion and the
total trading value amounted to
NT$351 billion.

Bond Derivatives
|. Bond forward:

Currently 30 securities firms
have been approved to offer the
business. In 2008, the total trading
value amounted to NT$0.

2. Bond options:

Currently 20 securities firms
have been approved to offer the
business. In 2008, the nominal
amount of outstanding contracts
totaled NT$2.9 billion and the
total trading value amounted to
NT$584.2 billion.

3. Electronic trading of over-the-
counter derivatives:

Currently 37 securities firms
have been approved to offer the
business. In 2008, the electronic
trading system did not process
any bond forward transaction, and
processed bond option transactions
in total value of NT$165.1 billion.

Structured Notes

Currently 25 securities firms have
been approved to offer this business.
In 2008, the nominal amount of
outstanding contracts totaled
NT$4,591 million, and the total
turnover of structured note market
was NT$70,098 million.

Equity Derivatives

|. Equity options:
Currently |5 securities firms
have been approved to offer the
business. In 2008, the nominal
amount of outstanding contracts
totaled NT$10 million and the
total trading value amounted to
NT$3,504 million.

2. Equity swap:
Currently 4 securities firms have
been approved to offer the
business. In 2008, the nominal
amount of outstanding contracts
totaled NT$0 and the total trading

value amounted to NT$84 million.

Credit Derivatives

Currently 7 securities firms have
been approved to offer the business.
In 2008, the nominal amount of
outstanding contracts totaled NT$355
million and the total trading value
amounted to NT$3,754 million.
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AH 2% B T A T < R SR A B I £ Derivatives Trading

81 : FTEHEEST In NT$I00m

oo s 7E O o 3T R B A
RS Product Date opened 2001 | 2002 2003 2004 2005 2006 2007 2008

. 5088 (&) 1858 Call (put) warrant

%I
BTHEE - 10 13 88 180 850 | 607 ’
No. of issues
2003.0401
PP
RN =R - 3 56 182 323 1,032 511 -

Trading value

2. IR\ TEEERIR Convertible bond asset swap

B an525 20000617 | 154 | 67 109 I5] 302 294 193 | 11429
Fixed-income
SRS 20020603 | - 30 141 195 237 285 346 | 25820
Options

3. HTEHERIESTEMREIS NTD interest rate derivatives
TR BRI
L has v N 20020626 | - 0 157 70 38 457 | 214 108
TN T ZR AN
AMEWHEZR 20001018 | - | 206 | 1043 | 1630 | 2306 | 4448 | 7270 | 3510

NTD interest rate swap

4, {ESL7414RS5 Bond derivatives

B5aRs 20030303 | - . 8! 208 79 I 2 :
Bond forward
15\#3%}%1& 2004.07.26 - - - 2,101 26073 | 40,840 | 11469 5,842
Bond options
[ERITEMBIRBIER SRR
Electronic trading of overthe-counter derivatives
ABZIRER
Bond forward 2803 20 ) ) ) ) ) ) ) .
EE——
B1,§\%L}§$§ 2007.03.26 _ _ - E - = 2,646 1,651
Bond options
5. #SIBARGRAS Structured notes
IS5
Equity-linked notes 2008000 ) ) 65 —
765 270 437 700.98
|55 3 X%
RELERRZ 20030701 | - : 29 87
Principal-guaranteed notes
6. BRIEEEERE Equity options
n ""Q;%
Eﬂ&b}ﬁ% 2006.09.05 : : - - : 075 187 | 3504
quity options
Py —
B 20070301 | - . . - - - - 084
quity swap
7. {gﬁﬁ T}]'/_:E"‘EP\%DD 2007030| _ _ - - o = - 3754

Credit derivatives
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|I.Promoting the internationa-

lization of bond market

("

)

Strengthening international bond
market system

To safeguard the interests
of domestic investors, we
continued to draw up and revise
regulations and systems for the
foreign currency denominated
international bond market. In
2008, we amended Article || of
the Criteria Governing Review
of OTC Trading of Foreign
Stocks and Article 37 of the
Rules Governing Management
of Foreign-denominated
International Bonds to define
specifically the conditions under
which an international bond or a
NTD-denominated foreign bond
must suspend or terminate its
over-the-counter trading.

Planning a foreign bonds trading
market

To attract securities firms
to using the foreign bond
e-trading system currently under
development by GTSM, we have
been holding presentations and
conducting questionnaire survey.

We also visited businesses in

the industry to learn if they
had any specific ideas about the
detailed functions of the trading
system, and together with system
supplier and clearinghouse,
briefed the securities firms about
the construction of the trading
system and related payment and

settlement system.

(3) Promoting international exchange

and cooperation

We attended bond forums
held in Thailand and Mongolia
in March and September 2008,
in which we introduced to the
audience the development
strategies, issuance, trading and
clearing/settlement systems in
Taiwan's bond market. We also
attended the Annual Asian
Investment Summit sponsored
by Asian Investor magazine in
May, in which, discussions on
topics such as The World from
a Macro Economic Perspective,
Opportunities in Global
Distressed Credit, Traditional
Investments and New Approach
to Portfolio Management offer
reference value to our efforts to

internationalize our bond market.

(@ 2008 Business Report @)

2. Developing the over-the-counter

derivatives market

(1

(2)

Enhancing the trading efficiency
and information disclosure of
over-the-counter derivatives
market

In a move to bring about greater
information transparency, we
have created the implied volatility
indicators for bond options and
begun the disclosure of such
information on our website in
September 2008. We have also
established a risk classification and
information inquiry system as well
as a price information disclosure
system for the structured
products of financial institutions in
December.

Strengthening the derivatives
market administration system and
service efficiency

We continued to carry out the
review of derivatives offered
by securities firms and related
market administration, and
amended rules and regulations
for over-the-counter trading of
derivatives in line with market

development and management.
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3. Improving the transparency of

fixed-income securities trading

information

(1) Enhancing the price transparency
of fixed-income securities
In the efforts to improve the
timeliness of negotiated trade
information of corporate
bonds and other fixed-income
securities and put into effect
real-time disclosure, we have
drawn up and revised systems
and rules, and implemented the
new systems.

(2) Improving the usage and quality
of negotiated trade information
disclosed

We have improved the manner

(3) Boosting the use efficiency of
corporate bond benchmark
yield curve
We compute on a daily basis
the difference between the
yield of corporate bonds and
bank debentures traded over-
the-counter and the corporate
bond benchmark yield curve.
We also observe the difference
between the pricing in the
primary market and the yield
curve, and compile the tracking
results every quarter, and based
on which, determine whether to
ask the dealers to improve their

quotation situation.

)

Improving the disclosure quality
and efficiency of bond issuance
information

To integrate the reporting and
announcement operations of
various fixed-income securities
and enhance the disclosure of
asset pool underlying publicly
offered asset-backed securities,
we have upgraded the sections on
Market Observation Post System
regarding bond information and
asset securitization. We also update
issuance and trading information
and rules posted on our website
periodically or as needed for
inquiry and download by investors
and bond issuers.

Implementing the government

of how daily negotiated trades 4. Promoting the sound develop- (3

of fixed-income securities are bond EBTS surveillance system

ment of fixed-income securities

disclosed by including the credit market We continued to carry out

risk premium information of
non-government bonds, such
as corporate bonds, bank
debentures and beneficiary
securities in the daily outright
trade (OTC) chart for the
reference of investors. We
also classify RP/RS trades into
government bond and non-
government bond categories
in the daily RP/RS trade report
to improve the quality of bond
price information made available

to investors.

(1) Handling and administering over-
the-counter trading of fixed-
income securities
We continued to handle the
listing of fixed-income securities
and produce periodically or as
needed computer operation
syllabus and e-reporting
samples for perusal by bond
issuers and holders. We also
conducted monthly check of the
reporting and announcements
made by GTSM-listed bond
issuers to ensure the accuracy
and timeliness of bond
information disclosed on Market

Observation Post System.

online and offline surveillance of
electronic bond trading system
(EBTS) and notified traders
showing irregular activities to
remedy the situation. We also
continued to build up the database
of non-arm'’s length transactions
taken place via the EBTS and
review the surveillance operations
in view of the market status and
business needs. We collected
information on the supervision
system for bond market adopted
by advanced nations as reference
for our market administration

mechanism.
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5. Improving the quality of listing

review

h

We reviewed 31 listing applications
(excluding supervised stocks) in
2008 and conducted the review
operation in strict compliance with
prevailing listing regulations and

operating procedures.

(2) We held "Business Forum on Listing

Application" in November 2008,
inviting recommending securities
firms, accountants and venture
capitalists to attend. In the forum,
we explained the gist of regulatory
amendments and discussed cases,
and solicited the views of the
participants on how to improve
the listing review process and
other suggestions in the hope
to enhance the quality of listing

review.

6. Providing SMEs with effective

financing venues to help them

enter the capital market

("

)

In the efforts to help well-run
SMEs enter the capital market, we
made in total 10| promotional
visits in 2008, including 38 visits to
domestic companies and 63 visits
to foreign companies.

To encourage foreign enterprises
to apply for registration on
emerging market board or

initial public offering on the

©)

*)

general board of GTSM so as to
expand the scale of our over-the-
counter market and enhance its
international competitiveness, we
held (or were invited to hold)
presentation in Thailand, Vietnam,
United States (California) and
China, and visited the enterprises
there to introduce to them the
advantages offered by Taiwan’
s capital market, the features of
GTSM and the requirements for
listing on Taiwan’s market.

In the efforts to bring the types
of companies that “are invested
by venture capital with product
development and design completed
but not yet in volume production,
and are in need of capital for plant
construction” on the emerging
market board, we communicated
with the Taiwan Private Equity &
Venture Capital Association and
its member representatives, and
the underwriting committee of
securities association to promote
the matter.

To bring agricultural and biotech
businesses and new ventures into
the capital market, we visited
the Agricultural Bank of Taiwan,
Dounan Farmers’ Association,
orchid growers and other biotech
companies, and attended the

meeting “Assisting Agricultural

©)

()

)

Biotech Businesses to March on
the Path to Listing” held by the
Council of Agriculture to publicize
the benefits of listing (registering)
on GTSM (emerging market) and
procedures.

Revise and augment the related
listing reulations for foreign
business to list on the general
board of GTSM and the emerging
market, and continue to improve
the listing requirements for various
projects.

Hold "Business Forum on
Listing Application" and "Listing
Examination Efficiency Improving
Hearing" to inquire the public
opinion upon listing procedure
simplification.

We established an Operational
Property Transaction Service
Platform to provide information
on operational properties available
for sale and how a foreign issuer
could apply for registration or
initial public offering on the
emerging market board or general

board of GTSM.
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7. Continuing the reform of

corporate supervision

In line with market needs and
international trends, we pushed
for applicable financial accounting
principles and the alignment
with the international accounting
principles. We held corporate
governance workshops and
workshops for executive corporate
officers and senior management to
encourage GTSM-listed companies
to practice good corporate
governance and participate in the
corporate governance assessment
system. We have also completed
the “"Examination of Valuation-
related Accounts in Financial
Statements of Listed Corporations
by U.S. Regulator” as reference for
GTSM and TSE in the examination
of the financial statements of GTSM

and TSE listed companies.

8. Stepping up the supervision of

finance and business of listed
companies

We analyzed the pattern of violating
companies and amended the
examination procedure for general
and exception administration to
improve supervision efficiency. We
continued to maintain and update
the industry database and the listed
company financial information
database, and improve the database
functions to gain a better grasp
on listed companies in high-risk
industry and the key points of

supervision.

.Enhancing information

disclosure and transparency

We continued to compile
information items required for
regular and as needed disclosure
and related provisions, and make
them available online for download.
We continued to monitor whether
listed companies input their
basic data, financial information,
material information and other
information on a timely basis and
update them promptly to ensure
full, accurate and quick disclosure
of corporate information. In line
with the needs of listed (emerging

stock) companies and investors, we

would add appropriate financial
information online, and continue
to improve the user interface
on Market Observation Post
System to make it convenient
for investors to make inquiry. In
coordination of the policy of the
competent authority, we continued
to work with TSE to promote filing
using XBRL (Extensible Business
Reporting Language) in phases and

created a demonstration platform.

10.Continuing to improve the

efficiency and liquidity of the
emerging stock market

We implemented the new systems
of “increasing the quote quantity
of recommending securities firms
to 2,000 shares” and “reducing
the ask/bid spread quoted by
recommending securities firms
to 5%" to enhance their market
making function. The newly
established "“Automatic Execution
Aid System for Small Order of
Emerging Stocks” was announced in
December 2008 and implemented
on January 5, 2009 to boost the
trading efficiency of emerging stock

market.
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I'l. Developing ETF products

(1) Pushing for the listing and trading
of NTD-denominated ETF
The first exchange traded fund
(ETF) that applied for listing
and trading on GTSM, the
Primasia Semi50 ETF has been
approved by the competent
authority on October 13, 2008
after successfully completing
its offering. The GTSM on its
part produced the ETF Q&A
in Chinese and English and
published a special ETF issue,
and held | workshop for
participating securities firms and
6 workshops for all securities
firms in 2008. However due to
the global economic situation
and the uncertain prospect of
the semiconductor industry,
the Primasia Semi50 ETF issuer
decided to postpone the listing
plan and applied for liquidation
of the fund, and obtained
approval from the competent
authority on November 9.

(2) Studying the feasibility of listing
and trading foreign currency-
denominated ETF on GTSM
We completed a feasibility study
of listing and trading foreign
currency-denominated ETF,

which examined the prevailing

rules and regulations, information
systems, trading and settlement
mechanisms, and operations of

securities firms.

[2.Continuing to improve trading

systems to stay in line with

market needs and international

trends

(I) To improve the efficiency of
settlement operation and align
with the international practice,
we decided to adopt the T+2
DVP system and hence amended
the Rules Governing Securities
Trading on Over-the-Counter
Markets and the other nine rules
and regulations. The DVP system
will be implemented on February
2,2009.

(2) We amended Article 35-4 of
our Operating Rules and some
clauses of the Regulations
Governing Block Trading of
Securities to increase the pre-
opening matching period for
block trade, adjust the tick
size of block orders, adjust the
block trade control method
by requiring payment and
settlement of block trade on the
transaction date, relax the ask/
bid quotes of block trade to +7%
of reference price, adjust the ask/
bid price base for tick trade to
the same as that for pair trade,

and allow block short selling.

I13.Continuing to promote

over-the-counter trading of
warrants to further increase
the issue and trading of
warrants

To increase the percentage of
underlying securities that may
be used for the issue of warrant,
combine the warrant and derivative
hedge accounts of securities firms,
open the overseas warrant issue
business to securities firms, and
allow the directly or indirectly
100%-owned subsidiary of a
foreign securities firm established in
Taiwan to use the credit rating of
its holding company, we amended
the Regulations Governing Review
of Call (Put) Warrants Traded
on Over-the-Counter Markets,
Operating Procedure for Review of
Call (Put) Warrants, and Regulations
Governing the Trading of Call
(Put) Warrants, and drafted the
Operation Guidelines Governing
Liquidity Providers of Call (Put)

Warrants.
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14. Surveillance and examination

(1) We have implemented market
surveillance in accordance with
the Regulations Governing
Implementation of the Over-
the-Counter Securities Market
Surveillance System and
Procedure for Examining Stock
Price Manipulation and Insider
Trading Cases. In 2008, we
made 886 announcements of
trade watch on 234 securities,
of which, 26 securities in 33
events triggered disposition. We
produced 90 surveillance reports
on selected cases following
collection of evidence on our own
or in collaboration with the law
enforcement.

(2) Stepping up the administration
over change of equity by
corporate insider

a.Disgorgement of short-swing
trading by insiders: In the latter
half of 2007 and the first half of
2008, we conducted audits of
profits from short-swing trading.

b. Examination of change of insider
equity
To step up the administration of

insider equity, we have established

the prompt reporting system for
the dates of corporate insider’
s appointment and dismissal,
an insider pledge creation and
closing check system, and a
computer system for checking
private transfer of equity by

insiders.

I5.International exchange

(I) Promoting exchange and

cooperation with foreign

exchanges

.We have signed MOC/MOU

with the Warsaw Stock Exchange,
Abu Dhabi Securities Exchange,
Stock Exchange of Thailand, and
Thai Bond Market Association to
effectively promote international

exchange and cooperation.

b.We held a seminar in Silicon

Valley, California to actively
promote initial public offering on
Taiwan'’s stock exchanges. We
also embarked on roadshows in
New York and London to help
GTSM-listed companies gain

international exposure.

(2) Actively participating in

international meetings, forums
and activities to boost our

international exposure

In support of government’
s internationalization policy,
we continued to be active in
the international community
by attending, for example, the
IOSCO annual meeting, IOSCO
Emerging Markets Committee
(EMC) conference, the IOSCO
Seminar Training Program
(STP), annual conference of
World Federation of Exchanges/
International Options Market
Association (WFE-IOMA),
ANMF, annual meeting of Asian
Securities Analysts Federation
(ASAF), and annual conference of
National Association of Certified
Valuation Analysts (NACVA)
to enhance the international

visibility of GTSM.
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| 6.Providing professional services

and enhancing overall business

image

(1) Effectively activating the
promotion strategy to enhance
the visibility of over-the-counter
market

aWe co-hosted overseas
roadshows with BNP Paribas
on May [2-15,2008 in London
and New York to introduce to
foreign institutional investors
Taiwan's over-the-counter
market, the role played by the
GTSM in helping Taiwan’'s SMEs
grow and transform and in
fostering the high-tech industry,
and the features of GTSM-listed
companies.
b.We accepted the interviews of

finance magazines and media,
including FinanceAsia, Unique
Satellite TV, Economic Daily
News, Taipei Foundation of
Finance (Master's Visions of
Finance Series), and Marbo
Weekly. We also posted ads
on buses and professional
magazines to promote the
over-the-counter market and
enhance our overall business

image.

c.We held securities camps for
college students to step up the
propagation of securities and
financial knowledge, and held
regular media campaign activities
in coordination with the financial
literacy program of the competent
authority and the Securities and

Futures Joint Education Taskforce.

(2) Seeking innovations and

conducting research to bring
about sound market development

a. We have created a Securities
Issuance and Trading Questions
Repository. The Repository
collects and compiles information
and research reports on major
issues in the securities market
and is available for use by college
instructors, accountants, attorneys,
and securities underwriters for
teaching, training or research
purposes free of charge. It aims
to contribute to the prevalence
of securities knowledge among
the public and help the securities
market cultivate more professional
and outstanding workforce. As of
end of December 2008, 53 users
have been approved to use the
Repository.

b.On the issues of establishing the
system for Taiwanese companies
abroad to make initial public
offering on GTSM, stepping up
the supervision of emerging stock
market, and establishing trading

and administration mechanisms

for new products, such as inflation-
linked bonds, we collected
information on related systems
adopted by foreign markets and
conducted project research. In
2008, we completed 3 project
studies, which would help us
grasp the latest movement in the
international securities markets
and help bring about the reform
and development of over-the-

counter market.

. Commissioning project research

We commissioned outside
scholars and experts to conduct
project research on a wide
variety of important subjects in
connection with attracting foreign
enterprises to make initial public
offering or register their stocks
on the general board or emerging
market board of GTSM, reform of
emerging market trading system,
strengthening market supervision
mechanism, invigoration of
bond market, risk analysis of
securitized products, risk-based
capital charge of securities firms,
and implementation of fair-value
accounting. In 2008, |3 projects
were completed, which would aid
us considerably in expanding the
issuance market, improving market
trading mechanism, strengthening
market supervision and risk
management of securities firms,

and activation of bond market.

Annual Report 2008 Business Operation e



BEEIIENE @

—  HEENESTIBERRE

RIFABFRMESDIERE - BICFHEINEESTHES
2PN REREETZERESFMIEECERDE
K WFFSHERIND TR - TREIFREZIREH
& MREFERMESETIHERENR - SENERN
TERBIREEARASG - DURSIZAREEIRE
#Mi% o RECEMIETK @ MEMBEIINRESRE
NHSRZBREEER - WARIBHEEE S ER
EBEF BRI - DREDEERFETR2E
(DVP)HIE - I3 IR R IFIE IR B 50IRES
W o RMIBEBIFRORESTE - AFEINRFRINE
BRESTIBETE @ B GBESNIZRERER
MIBZEERE °

@ EERSE PERBATEEFR

» BRIGRITE TSR RMHIE
RIBEGBRITEM R R ZHIZMEM L EMBE
RBITEMRRRZ @R - 1B ZENRE 98
FEBRRIBERITEM BB RS RIFEERLS
Thee - WREIRZERIMTEM B RREENEHIHR
7 REEIMIEMBRREE - JFREST
NBEBERZZWASEEN - RBICHEITEMS
MERMIZNEIREMRTS - I8FEIRTEIIENIS
BRI WETERERKRNIZNFTNK -
BT MERBRIRE RRMIZE]

F REBEWRESRZENERE
RIESEEWHE S NIRNIZRZE MBI R
BRHE - MURRIREAREZEE - IBARIRNIS
ZIER - s AREREMIESFEMRERZE
M2 BBUR - (RfEEFEHLHEETWRRETE
REMEHEEWREF ZERBRE - LWEMR
NEMBZAIVEREMESNIRNIBERZ2E1E
M REFBERNEAIVESEIENRDIRESHE
RHMISEIEZFRSERLR - RIGRETENEE
BRRNIBR 5 » ISFERFRILEHF LB ERER
ERASEEZF L BRENMSENER » [FiEE

BHFCBGEBSTENRRERNEX  WhkEsEE
HERAISE MU 2R » RSB IEAPOERTE
R ABRIEREE o

kD



|. Promote the internationalization

of bond market

To expand the scale and beef up the
competitiveness of our international
bond market, we plan to collect
information on the administration of
major foreign bond markets and visit
major bond issuers and underwriters
abroad to gain a better understanding
of the obstacles encountered in the
issuance of international bonds. We
will also hold presentations targeting
domestic institutional investors to
encourage them to invest in our
international bond market. We will
also amend regulations governing
the trading of foreign bonds on
the domestic market in view of
market needs and actively promote
the use of U.S. bonds e-trading
system by securities firms. We will
promote the DVP system for U.S.
bonds and offer related training
and counseling services. In the
efforts to promote international
exchange and cooperation, we will
also hold international bond market
conference in 2009 to boost the
international visibility of Taiwan'’s

bond market.

(@ Business Plan for 2009 @)

2. Develop over-the-counter

derivatives market

To develop the over-the-counter
derivatives market, enhance market
information disclosure, and make
it more convenient to trade
derivatives, we plan to boost the
combination trade function of the
over-the-counter derivatives trading
system, and establish the foreign
derivatives price query system to
provide reference information to
securities firms that engage in the
trading of U.S. bonds. To enhance
the administration and services for
derivatives market, we will carry on
market administration operations
in 2009 and amend regulations
and systems governing financial
derivatives in line with the directives
of the competent authority and

market needs.

. Improve the transparency of

fixed-income securities trading
information

In the attempt to improve the
timeliness and transparency of
trading information in the secondary
fixed-income securities market that
are expected to raise the interest

rate volatility of corporate bonds

and draw more investors into the
market and to expand the scale of
secondary market, we will review the
disclosure efficiency of negotiated
trade system for corporate bonds
and financial debentures. We will
urge securities firms to participate
in the fixed-income quote platform
to enhance the price transparency
of fixed-income securities. On other
fronts, we will examine regularly and
as needed whether trading in the
secondary corporate bond and bank
debenture markets is reasonable
and continue to track and improve
the benchmark yield curve to make
sure the market is provided with
reasonable benchmark rates. In the
efforts to invigorate the secondary
market for fixed-income securities,
in 2009, we will beef up the price
transparency of securitized products
and the disclosure of publicly offered
asset-backed securities, continue to
track the function and use efficiency
of price calculator for securitized
products, and in support of
government's policy to promote the
securitization business, review and
amend related regulations or make

suggestions.
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4. Promote the sound development

of fixed-income securities
market

To enhance the efficiency of bond
issuance market and the quality of
information disclosure, we will hold
workshops in 2009. In the efforts to
expedite the listing process, we will
look at simplifying the application
documentation and operating
procedure for the listing of fixed-
income products and study the
feasibility of online application for
over-the-counter trading of fixed-
income products. To help reduce
trading risk for securities firms and
promote the healthy development
of bond market, we plan to build a
disclosure system for government
bond holdings concentration and
incorporate Cubic B-spline zero
curves into the risk management
operation of electronic bond trading
system. In 2009, we will launch real-
time publication of integrated daily
convertible bond information to
improve market efficiency. In the
efforts to bring about balanced
market development, we will
develop the mechanism to improve
the settlement efficiency of RP/RS
trades of convertible (exchangeable)
bonds. We will also study the
feasibility of allowing emerging stock
companies to trade their convertible
bonds through the emerging stock

trading system.

5.Improve the quality of listing

review

(1) We will continue to carry out
listing review in compliance
with relevant regulations and
operating procedures, and invite
underwriters and accountants to
join in the business discussion,
consult their views on how
to improve the listing review
mechanism to enhance the
review quality.

(2) We will make sure the advisory
functions of the recommending
securities firms are played into
effect, and enhance the audit
quality of CPA to ensure the

quality of cases submitted for

listing review.

6.Provide SMEs with effective

financing venues to help them

enter the capital market

(1) We will visit well-run businesses
and new ventures at home and
broad to introduce to them the
listing requirements of both the
general board of GTSM and
emerging market, and urge them
to make listing application.

(2)We will hold promotional
presentations or participate in
such presentations sponsored
by securities firms, accounting
firms or other organizations to
understand problems faced by
businesses in the effort to list
their stocks and render assistance
to bring quality businesses at
home and abroad into the over-
the-counter market.

(3) We plan to visit underwriters
and accountants, urging them to
advice their clients on applying for
listing on GTSM, and hold at least
two workshops targeting SMEs
to help them enter the over-the-
counter market.

(4) We will assist in the development
of SMEs through venture capital
mechanism to expand the scale
of capital market.

(5) We will provide comprehensive
information in both Chinese and
English on laws and regulations
and other reference information
for download and keep the

section updated.
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7. Continue to promote corporate

governance and the reform of

supervisory system for listed
companies

(I)In line with the policy of
encouraging foreign enterprises
to apply for listing or registering
stocks on Taiwan's market, we
will continue to draft support
measures with regard to the
supervision of foreign stocks after
listing or registration.

(2)We will urge GTSM-listed
companies to heed the practice
of corporate governance
and to establish sound
corporate governance system
through campaign efforts and
enhancement of information
disclosure, and encourage listed
companies to participate in the
corporate governance assessment

system.

8. Strengthen R&D and innovation
to enhance professional and
quality business image

We will promote the use of
Operational Property Transaction
Service Platform by listed (emerging
stock) companies, securities firms,

accountants and other intermediary

organizations to help GTSM-listed
or registered companies enhance
their R&D strength. The Platform
also offers information on the
criteria and procedures for listing
on GTSM by foreign enterprises
for the reference of intermediary
organizations that offer services to

interested foreign enterprises.

.Continue to promote

corporate governance and the
reform of supervisory system
for listed companies

In line with market needs and
international trends, we will push
for applicable financial accounting
principles and align with the
international accounting principles.
We will call the attention of listed
companies to corporate governance
through campaign efforts and
enhancement of information
disclosure. We will also encourage
listed companies to participate
in the corporate governance
assessment system. In support of
government policy, we will review
and modify supervisory rules for the
over-the-counter issuance market.
We will assist in the establishment
of Asia-Pacific Financing Center, and
continue to draft support measures
with regard to the supervision
of foreign stocks after listing or

registration on GTSM.

10. Step up supervision over the

finance and business of listed
companies

We will step up the supervision
of group enterprises to grasp
effectively high-risk group
enterprises on GTSM and emerging
stock market, and report those
cases to the group project taskforce
meetings held by the competent
authority. We will continue to
maintain and update the industry
database, the listed company
financial information database,
and listed company supervision
information system to gain a better
grasp on high-risk companies and
industries. We will enforce the
examination procedure for general
and exception administration. We
will conduct formal and substantive
review of financial reports filed by
listed companies in strict compliance
with the established rules for filing
deadlines, case selection standards
and spot-check percentage, and take
appropriate actions based on the

results of review.
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Il. Enhance the transparency of

information disclosure

We will continue to monitor
whether listed companies input
their basic data, financial information,
material information and other
information on a timely basis and
update them promptly to ensure
full, accurate and quick disclosure
of corporate information. We will
consider requiring more financial
and business information from listed
companies in line with the needs
of investors. We will also continue
to compile information items
required for regular and as needed
disclosure and related provisions,
and make them available online
for download. We will continue
to improve the user interface on

Market Observation Post System to

make it convenient for investors to
make inquiry. We will continue to
promote filing of financial reports
using XBRL (Extensible Business
Reporting Language).

. Continue to promote the

business of emerging stock
market and maximize the
functions of over-the-counter
negotiated trade

We will continue to introduce to
securities firms, retail investors and
institutional investors the emerging
stock trading system to increase
market participation. We will adjust
the trading rules and regulations
for emerging stocks in view of the
market status and administration
needs. In addition, we will push
for the automatic order matching

mechanism for emerging stocks

and construct a highly efficient and

transparent emerging stock trading
system in line with the policy to
allow foreign stocks to register and

trade on the emerging stock market.

. Continue to improve and

innovate the trading systems
in line with market needs and
international trends

We will actively promote corporate
governance through the participation
of domestic and foreign institutional
investors and develop Corporate
Governance ETF. We will also
continue to study the feasibility of
offering other new ETF products
on GTSM. We will push for the
listing and trading of index warrants
and draft relevant systems and

regulations.

Annual Report 2008 Business Operation @



+1 ~ FENRERRRESE
SHERRESFMISEMEMTE RS - IR
FEAPLEFRNBE - WIEFERFEGEIIES
SR FARRMIERED - EANBRIENIZR
MRARKER  BEFERREMEFMIBEPEXSE
SHEWR (newsletter) » WiEHXFI o

+I7 ~ 0RO REARFN - RABEXBBRER

(—) PIEEEEEMHEBAINEARES - @
EBMBEEe  WPHETIZEARIINE XY
ERERATRERES  BEZVIEEESR
5 > NREEMIHZHE » BRRAPOTLR

EE  EREHEERAES SHEMEH
HES  mIIXER  REEBRRHF M
WILIREAIBREIEE -

(Z) Do3ati SR ERRIRT - PHEBRINEZSTHIRIEET
BElZRE ~ DITEWTE ; REFEEHZ
REREFTEZRE ) BILRASHIHEIE
g - MRS ENELEEHE -

@ BERE PERBATCEER




14.

Step up the development of

computer systems and the

efficiency of examination
analysis

(1) We will step up the development
of computer surveillance system
to enhance the efficiency of
examination and analysis. We
will develop integrated analysis
system that undertakes offline
surveillance of price / volume
charts, orders, transactions, and
irregular trading behaviors.

(2) We will build the trading behavior
correlation analysis system to
curb the practice of bypassing
examination through dummy

accounts.

.Continue to enhance

international exchange and
cooperation

We will continue to participate in the
annual meetings and conferences held
by international securities related
organizations to boost our visibility
in the international community. We
will also continue to receive foreign

visitors from securities exchanges

and academic institutions introducing
to them the current status and
future development of the GTSM.
We will publish monthly newsletters
about the status of the GTSM in
both Chinese and English, and send

them to foreign markets

. Strengthen R&D and innovation

to enhance professional and

quality business image

(1) We will continue to undertake
roadshows at home and abroad
to emphasize the features of our
over-the-counter market. We will
run ads in domestic and foreign
finance magazines and mass
media and accept the interviews
of finance media to step up the
campaign of introducing the
over-the-counter market systems,
products and GTSM. We will also
hold workshops, participate in
finance related exhibitions, and
produce printed ads and short

films for medial campaign.

(2) We will step up the research and
innovation efforts, and gather
information on domestic and
foreign securities markets, and
conduct analysis and research. We
will plan the development of new
businesses and the construction
of related platforms. On other
fronts, we will improve the
market supervision flow process,
and study and promote the new

financial product review system.
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IIFEREE
Listing Changes in 2008

75 ENEFEE]

# MBS B8 New Listing

AR NSIESY BMEBH 5
Code Company name Date of listing Note
3491 FIERIEL Universal Microwave Technology, Inc. 2008.01.03
3332 FEFRES Cincon Electronics Co., Ltd. 2008.01.24
3465 TEZERIF Samya Technology Co, Ltd. 2008.01.28
3434 BEEEHFRIF AculaTechnology Corp. 2008.01.28
3287 EERIK Kworld Computer Co,, Ltd. 2008.01.28
3152 IRfEE S T Advanced Ceramic X Corporation 2008.03.24
3548 KRR T Jarllytec Co. Ltd. 20080327
3531 SRS T E Shian Yih Electronic Industry Co., Ltd 2008.04.08
3556 RIHDRET eGalax_eMPIA Technology Inc. 2008.04.15
3551 HWARRIFL Shih Her Technologies Inc. 2008.04.15
3546 FIBRITRE Userjoy Technology Co. L td. 2008.04.18
8289 FREE S Taitien Electronics Co, Ltd. 2008.04.24
3068 EZRIS Mag Layers Scientific-Technics Co, Ltd. 2008.05.02
8390 ERBEE  JinYeeh Ding Enterprise Co,, Ltd. 2008.05.21
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3118 HERSEMRIF: Level Biotechnology Inc. 2008.05.2 |
3562 B8R Tynsolar Corporation 2008.06.17
3310 {EFEREZEZE Chialin Precision Industrial Co., Ltd. 2008.06.27
3164 SEEMRIF GenMont Biotech Inc. 2008.09.10
3444 FMERZE Niching Industrial Corp. 2008.09.26
3389 HRES Techmosa International Inc. 2008.10.01
3553 JIFEES Zentel Electronic Corporation 2008.10.21
3570 KNIRERHET Otsuka Information Technology Corp. 2008.10.23
1799 HIBEEBREL Actherm Inc. 2008.11.10
3611 WZERIRE TSC Auto ID Technology Co,, Ltd. 2008.11.26
e et Eﬁ’/}aeﬁi97’¢:’_8}ﬂ
>4 ?ac’;;*i%nfpiie%ﬂ(gsiervised stock) 20080101 'Zl'lhEI }?f r%:jg\fffé\ge:t
private on 2008.08.2 |
>204 gi}fdia:érjggoﬁfolation (supervised stock) 200804.29
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SEREIE/ NS 28k Registered Emerging Stocks

AR NEBHE BEBEH fat

Code Company name Date of listing Note

8029 AF Joyin Co, Ltd. 2008.01.09

3603 BRI, UPEC Electronics Corp. 2008.01.09

3587 FIERAH: Materials Analysis Technology Inc. 2008.01.21

3606 EHE Neotech Photoelectric Inc. 2008.01.25

3528 LZRERIFL Answer Technology Co,, Ltd. 2008.01.25

3607 BIREBIZE Coxon Precise Industrial Co, Ltd. 2008.01.28

2719 JRENRDEHE Star travel Corp. 2008.01.28

1773 f5—{b T Shiny Chemical Industrial Co., Ltd. 2008.01.28

8059 gliBRIE, CastleNet Technology Inc. 2008.02.12

3614 AR TrendChip Technologies Corp. 2008.02.26

3619 THERIY Bright Technology Co., Ltd. 2008.03.14

3622 JEEENE Young Fast Optoelectronics Co, Ltd. 2008.03.28

3623 E BRI Transtouch Technology Inc. 2008.04.14
ZATYRI7TE 2B 168 A
E NS SHHMAEAE

3612 | EIBEREE FulfilTech 20080415 | (e D e e
withdrew from emerging
market board

3617 18RRI CyberPower Systems, Inc. 2008.04.24

3609 EMAIF; HEP Tech Co, Ltd. 2008.04.24

491 | BEAEYRIY G&E Herbal Biotechnology Co., Ltd. 2008.04.28

3625 FERSEUER C-Tech United Corp. 2008.04.29

6024 BfERHAE Capital Futures Corp. 2008.05.15

4734 B SR Gwowei Technology Co,, Ltd. 2008.05.15

3624 FEERIRE  Viking Tech Corporation 2008.05.15

3597 BREVE 5 Avertronics INC. 2008.05.15
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R UNSIEST BMEBH {5t
Code Company name Date of listing Note
4133 D56/ Abnova ( Taiwan ) Corporation 2008.05.27
4134 BIEY) Tyson Bioresearch, INC. 2008.06.1
2599 LUSFEER Le Young Construction Co,, Ltd. 2008.06.24
3629 S2HE Join Well Technology Co,, Ltd. 2008.06.27
8401 B#FHS Bai ShaTechnology Co, Ltd. 2008.07.17
3630 #EERNS Newmax Technology Co., Ltd. 2008.07.21
3615 Zo8] & AimCore Technology Co.,, Ltd 2008.07.24
3633 LIERIRL Epoch Chemtronics Corp 2008.08.06
3632 WFEhRIS Maction Technologies, Inc. 2008.08.08
6803 BRISEIZE KD Holding Corporation 2008.09.01
3636 geiliRl sz TCST Tech Co, Ltd. 2008.09.05
3634 F&8RIE Supa Technology Co,Ltd 2008.09.10
3635 SBEFEF Initio Corporation 2008.09.1 |
3631 RIS Chernan Metal Industrial Co,, Ltd. 2008.09.25
4736 ZIERIF: Taidoc Technology Corporation 2008.09.26
3574 HERHT Forex Corporation 2008.09.26
3582 EHERIF: Capella Microsystems (Taiwan), Inc. 2008.10.07
4726 KOTEMEELZE Mycenax Biotech Inc. 2008.10.30
3653 BRSBTS Jentech Precision Industrial Co., Ltd. 2008.11.20
3637 $EZRI Chipsip Technology Co,, Ltd. 2008.12.05
3616 ZRBRIF: Hirose Tech Co, Ltd. 2008.12.23
8403 B%5/\EEZE Sharehope Medicine Co, Ltd. 2008.12.24
4135 RGELEYMIRL Tensall Bio-tech Co. Ltd. 2008.12.25
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Co Internal Control Statement O)

GreTai Securities Market
Internal Control Statement
March 20, 2009

The GTSM states the following with regard to its internal control system during the period from January I, 2008 to

December 31,2008 based on the results of self-evaluation:

I. The GTSM is fully aware that the establishment, implementation, and maintenance of the internal control system
is the responsibility of the board of directors and management. The GTSM has established such a system with
the objective to provide reasonable assurance for attainment of operating effect and efficiency (including profits,
performance, and safeguard of asset security), reliability of financial reports, and regulatory compliance.

2. An internal control system has its inherent limitations. No matter how perfect the system is in design, an effective
internal control system can only provide reasonable assurance for the attainment of the three goals described
above. However the GTSM internal control system is equipped with the function of self-monitoring, that the GTSM
will take immediate action once a deficiency is identified.

3. The GTSM determines if the design and implementation of its internal control system are effective based on the
criteria provided in the Guidelines for Establishment of Internal Control Systems by Securities and Futures Related
Organizations (referred to as the Guidelines hereunder) promulgated by the Securities & Futures Commission,
Ministry of Finance. Said criteria divides internal control into five elements based on the process of management
control: |. Control Environment, 2. Risk Evaluation, 3. Control Operation, 4. Information and Communication, and 5.
Supervision. Each element contains several items. Please refer to the Guidelines.

4. The GTSM has evaluated the validity of the design and implementation of its internal control system based on the
aforesaid criteria.

5. Based on the results of aforementioned evaluation, it is found that the internal control system of the GTSM for the
above-mentioned period was effective in design and implementation, that it reasonably assures the attainment of
aforesaid goals, including operating effect and efficiency, reliability of financial reports, and regulatory compliance.

6. This Statement shall become a major part of the annual report of the GTSM and be made public. Any false
representation or concealment in this Statement shall be subjected to legal consequences as stipulated in Articles
20,32, 171 and 174 of the Securities & Exchange Law.

7. This statement has been passed by the board of directors in the meeting held on March 20, 2009, where none of

the fourteen attending directors voiced any dissenting view to the content of this statement.

Gre Tai Securities Market

DW—%@ /4  Chairman
%1/'_ CA:& M President
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(© FINANCIAL STATEMENT Q)

GRETAI SECURITIES MARKET
BALANCE SHEETS
DECEMBER 31, 2008 AND 2007

2008 2007
ASSETS Amount % Amount %
CURRENT ASSETS
Cash and cash equivalents $ 3,095,576,929 86 $ 3,167,933,108 88
Notes receivable 555,000 - 1,324,276 -
Accounts receivable 29,923,126 I 61,895,583 2
Prepaid expenses and other current assets 22,207,797 | 24,455,782 -
Total current assets 3,148,257,852 88 3,255,608,749 90
FUNDS
Special securities settlement fund 145,379,601 4 141,337,616 4
Default damages fund 122,289,175 3 122,284,339 3
Total funds 267,668,776 263,621,955 7
INVESTMENTS
Financial assets in available-for-sale 91,612,060 3 26,040,000
FIXED ASSETS
Cost
Leased asset improvements 63,776,372 60,914,026
Business equipment 94,982,872 71,463,056
Office equipment 5,330,394 - 5,303,136 -
Miscellaneous equipment 7,496,808 - 5,541,876 -
Total cost 171,586,446 5 143,222,094 4
Accumulated depreciation 105,762,700 3 91,736,038 2
Net fixed assets 65,823,746 2 51,486,056 2
OTHER ASSETS
Deferred charges, net 6,929,856 - 2,608,580 -
Refundable deposits 9,748,359 - 9,748,359 -
Total other assets 16,678,215 - 12,356,939 -
TOTAL $ 3,590,040,649 100 $ 3,609,113,699 100
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(In New Taiwan Dollars)

LIABILITIES' AND FUNDS AND 2008 2007
ACCUMULATED SURPLUS Amount % Amount %
CURRENT LIABILITIES
Accounts payables 12,834,566 - 27,725,909 |
Accrued expenses 151,514,272 4 131,652,069 3
Income tax payable 35,956,904 I 147,302,757 4
Other current liabilities 67,362,852 2 76,789,320 2
Total current liabilities 267,668,594 7 383,470,055 10
OTHER LIABILITIES
Default damages reserve 168,000,179 5 165,404,228 5
Guarantee deposit received 8,601,330 - 9,005,330 -
Total other liabilities 176,601,509 5 174,409,558 5
Total liabilities 444,270,103 12 557,879,613 15
FUNDS AND ACCUMULATED SURPLUS
Funds
Initial fund 345,450,000 10 345,450,000 10
Donated fund 5,000,000 - 5,000,000 -
Surplus transferred to fund 2,647,652,344 74 2,136,171,701 60
Total funds 2,998,102,344 84 2513,621,701 70
Accumulated surplus 227,215,106 6 536,572,385 5
Unrealized gain or loss on financial instrument (79,546,904) 2) 1,040,000 -
Total funds and accumulated surplus 3,145,770,546 88 3,051,234,086 85
TOTAL 3,590,040,649 100 3,609,113,699 100
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GRETAI SECURITIES MARKET
STATEMENTS OF INCOMES AND DISBURSEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

(In New Taiwan Dollars)

2008 2007
Amount % Amount %
REVENUES
Operating income $ 543,661,100 48 $ 1,319,083,594 69
Income of annual fee 312,155,971 28 310,040,300 16
Information equipment income 167,172,500 I5 170,152,400 9
Information usage income 82,974,570 7 84,130,364 4
Examination income 16,360,000 2 28,160,000 2
Online business income 3,000,000 - 8,200,000 -
Other income 3,779,369 - 7,410,928
Total revenues [,129,103510 100 1,927,177,586 100
EXPENSES
Personnel expense 442,133,366 39 391,623,899 20
Data processing fee 135,034,416 12 301,656,051 16
Securities settlement service fee 103,987,790 9 261,507,474 14
Rent 27,180,943 3 65,952,338 3
Investors’ protection fee 43,594,150 4 41,218,247 2
Indemnity 2,595,951 - 11,399,006 |
Other expense 246,189,212 22 279,915,524 14
Total expenses 1,000,715,828 89 1,353,272,539 70
OPERATING PROFIT 128,387,682 Il 573,905,047 30
NON-OPERATING REVENUES
Financial income 70,752,690 6 64,899,270 4
Compensation income 7,176,482 I 6,325,041 -
Other 5306510 - 3,074,037
Total non-operating revenues 83,235,682 7 74,298,348 4
SURPLUS BEFORE INCOME TAX 211,623,364 18 648,203,395 34
INCOMETAX 36,500,000 3 144,500,000 8
URPLUS AFTER INCOME TAX 175123364 15 503703395 26
ACCUMULATED SURPLUS, BEGINNING OF THEYEAR 536,572,385 396,990,691
SURPLUS TRANSFERRED TO FUND (484,480,643) (364,121,701)
ACCUMULATED SURPLUS, END OF THE YEAR $ 227215,106 $ 536,572,385
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