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Taiwan Market Overview
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Taiwan Market overview
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Taiwan dividend yield is competitive

Dividend Yield
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Taiwan Stock Market Div Yield is better than 10 yr Bond Yield

Taiwan Div Yield vs. 10 Year Bond Yield
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Taiwanese PER is at a Historic Low
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Downside Risk of Taiwan Stock Market is Lower than Asian Peers
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Taiwan Ranked 14th in the  MSCI AC World Index
MSCI AC World Index

% of Index Rank

♦ USA                          45.90%  1st

♦ Japan                       10.63%                    2nd

♦ UK        10.47% 3rd

♦ Korea 1.30% 12th

♦ Taiwan 0.99% 14th

♦ Hong Kong     0.72%        16th

♦ China  0.68% 17th

♦ Malaysia 0.20% 30th

♦ Singapore                0.36%                      38th

Data as of: 30th June 2006
Source: MSCI Country Weights



Taiwan ranked 2nd in the MSCI Emerging Markets Index

MSCI Emerging markets Index

Weighting  Rank 

South Korea 17.67%                      1st

2nd

Brazil 10.82% 3rd

4th

5th

7th

9th

12th

14th

Taiwan 13.23%

China 9.62%

Malaysia 2.79%

Thailand 1.63%

Indonesia 1.54%

South Africa 8.90%

India 6.05%

Data as of: 18th July  2006
Source: MSCI, SinoPac Securities



FINI investments increase in Taiwan
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Foreign Institutional Investors (FINI) investment in Taiwan has increased 
significantly in the past 10 yrs.  At present (in Aug 2006) FINI accounts 33% of 
TAIEX market cap

(unit: 100M NTD)



Taiwan Futures Market has Surpassed Singapore Futures Market

Notes:  TX denotes Taiwan Index Futures
TW denotes SGX MSCI Taiwan Index Futures

 Daily Average Volume of TX & TW
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Taiwan Options have Strong Liquidity to that in Singapore

 Annual Volume of TXO & TWO
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Retail Investors Dominate Taiwan Market Trading Volume

Equities market
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Improving Investment and Hedge Environment for  FINI*

♦Stock Borrowing and Lending for FINI (June 2003)

♦Futures & Options trading for non-hedging purpose 
for FINI (March 2006)

♦Margin Finance for FINI (effective, 2nd Oct 2006)

* FINI stands for Foreign Institutional Investors
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Why Invest in Taiwan

♦Complete supply chain in IT industry 

♦Gateway to China



Complete Semiconductor Industry Supply Chain
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Taiwan FPD (TFT-LCD) Industry Supply Chain
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Strong Communication industry  supply chain
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PC Food Chain



Taiwan IT Industry Lead Global Movement

Taiwan’s market share1

3
2

1

1

1

1

2

Note：the market share of MB shipment including only MB、barebone and system type
Source：MIC ,ITIS Plan，Nov. 2005



Why Invest in the Taiwan Stock Market?

♦Complete supply chain in IT industry

♦Gateway to China



Greater China Industry Value Chain
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Taiwan Maintains Investment in China

2006/1Q Taiwan has approved 238 cases that account for 1766.20 US Million
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China is Taiwan’s Major Manufacturing Centre

2005

China,
79.50%

Taiwan,
6.80%

Others,
13.70%

Total Production Value：
77,012 （ USD：M ）
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Industry Trends & Investment Opportunities

♦IT sector

Digital Living

Energy Saving



Industry Trends & Investment Opportunities

Digital living
♦DTV 

♦Hardware and Consumer Electronics

♦Broadband and Internet Access 

♦Entertainment and Multimedia Applications 

♦Home Security & Systems / Controls & Wiring



Industry Trend & Investment Opportunities

TFT LCD



Taiwan Takes Lead in TFT LCD Panel Supply

Source：MIC,March 2006



LCDLCD--TV is a Future Growing TrendTV is a Future Growing Trend

60% 57% 60% 63% 59% 56% 57% 57% 54% 50% 48% 48% 44% 41% 40% 39%
34% 33%

33% 32% 32% 30% 27%
28%

29% 27% 24%
23%

21% 21% 20%
18%

17% 16% 16%
14% 13% 14%

6% 8% 10% 9% 9% 11% 14% 15% 17% 22%
28% 31% 32%

37% 42% 43% 44%
51% 53% 51%

34%

61%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

03
Q

1

03
Q

2

03
Q

3

03
Q

4

04
Q

1

04
Q

2

04
Q

3

04
Q

4

05
Q

1

05
Q

2

05
Q

3

05
Q

4

06
Q

1

06
Q

2

06
Q

3

06
Q

4

07
Q

1

07
Q

2

07
Q

3

07
Q

4

LCD-Monitor LCD-NB LCD-TV Other Large



LCD TV Demand Will Grow SignificantlyLCD TV Demand Will Grow Significantly

In 2006, LCD TV demand of 43.5M units; penetration rate of 21.9%
Expect LCD TV penetration rate to reach 50% in 2010
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Investment opportunities for LCD TV PInvestment opportunities for LCD TV Panel nel componentsomponents

Stand

Panel module
(CF、Polarizer、LC、Glass、
Driver IC、 BLU、CCFL、
Inverter、Diffusion film、
Reflection film、Diffusion plate
、Prism sheet)

IC BOM

PCB
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Controller IC

Back Cover

Shielding 
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PowerConnector



Industry Trend & Investment Opportunities

Handset



Handset demand in Asia Pacific continues to grow
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Taiwan has complete handset components supply chainTaiwan has complete handset components supply chain

Magnesium casing：
Catcher、Foxconn、

Silitech

Display：AUO、Wintek、
Emerging

Key pad：Silitech、
Ichia

Casing：Chichen、TGP、
FIH

Lens：Largan、Genius

Hand-free：Merry Bluetooch earphone：Merry、Cheng Uei

Source: SinoPac research center, July 2006



Industry Trend & Investment Opportunities

Automobile Electronics



Automotive Electronic: Global Market Value

0
20,000
40,000
60,000
80,000

100,000
120,000
140,000
160,000
180,000

2003 2004 2005 2006

NB
Autotronics
Semicondutors

USD Million



Gradually Increase of Global Car Sales
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Emerging Market Car Demand to be Growth Driver
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Investment Opportunity in Taiwan AutotronicsInvestment Opportunity in Taiwan Autotronics

Autotronics

Advanced GPS tracking systems
On-board modular entertainment
Automobile Display Panel



GPS global market demand keep growingGPS global market demand keep growing
USA, Japan, Europe GPS market growth forecast

Million

North 
America

Europe

Japan



DVD players and Digital TV for Automobile applicationDVD players and Digital TV for Automobile application

DVD players annual growth rate from 2004 to 2008(f)
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Industry Trends & Investment Opportunities

Green concept (Environmental protection)

♦Solar Energy               =>Solar Cell 

♦Low Energy Lighting  => LED



Industry Trend & Investment Opportunities

Solar Cell



Cost comparison: Solar battery vs other batteryCost comparison: Solar battery vs other battery
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Price trend of Solar SystemPrice trend of Solar System
Japan Solar battery module price

單位：日圓／w

單位：美元／w
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Poly Silicon production capacity and demandPoly Silicon production capacity and demand

by year 2010
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Industry Trend & Investment Opportunities

LED



Investment Opportunity:  Demand has Been Created



The improved efficiency of LED expands LED applications

•Technology improvement and new applications expansion drive the LED industry

Source:Veeco



Taiwan is the most active country to increase production capability in last 5 years

Japan USA Europe Korea Taiwan Mainland 
China
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Taiwan LED is No.1 in Production Capability
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Industry Trend & Investment Opportunities

China Play



Improvement in the Sino-Taiwanese Relationship

Effective 

-Direct Charter Flights (July 2006)

-Chinese visitors allowed to visit Taiwan increase to 1,000 per day

(Oct 2006)

Potential 

-Ease 40% investment limit 

-Direct flights



Direct-link and Mainland Tourists are Heating Up Taiwan Property Market

Taiwan, Hong Kong GDP growth FI set operation offices in HK
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Investment Opportunities in China Play

=>Direct-link plays (Transportation)

=>Chinese Tourists to visit Taiwan (Tourism)

=>Taiwan domestic concept plays (property, 
financials)

=>Companies to benefit from China strong GDP
growth ( China domestic consumption



Industry trend & Investment Opportunities

Financial Sector



Financial Reform

1999~2004 1999~2004 11stst Financial ReformFinancial Reform
Aim to lower NPL, improving asset quality

2004~2006 2004~2006 22ndnd Financial ReformFinancial Reform
Aim for consolidation

Three banks with market share over 10%

Halving the number of state-owned banks

Reducing the number of FHCs 

Financial institutions with foreign investment



Improvement of Taiwanese Banks’ NPL
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Taiwan Financial Industry has More Room to Consolidate

Market Share of Top 5 Banks in Selected Countries



Investment Opportunity in the Financial sector

♦Banks with good asset quality

♦Banks with China business exposure



Summary

1. Taiwan market is close to a historic low valuation

2. Taiwan strives to lead global IT supply

3.  Taiwan will benefit from China market platforms

4.   Taiwan Financials consolidation on the horizon



Taiwan Economy Rides on
US and China

High-tech
Recovery

High-speed 
Growth 
Market
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Disclaimer

Disclaimer: The information presented above is produced by SinoPac Securities based on diverse sources. Neither the information nor
any opinion expressed constitutes an offer to buy or sell any securities. SinoPac Securities accepts no liability for any damages or
losses arising from use of this document or its contents. 

Important Notice: This Document may only be issued or passed on to any person in the United Kingdom if that person is of a kind
described in Article 11 of the Financial Services 1986 (Investment Advertisements) Exemptions Order 1996 or otherwise pursuant to
exemptions to section 57 of the Financial Services Act 1986. In addition, no person who is an Authorized Person may issue or pass on
this Document, or otherwise promote the Company, to any person in the United Kingdom other than by the rules of self-regulatory

organizations or the Securities and Investments Board applicable to such Authorized Persons. This Document is confidential and is
intended solely for the use of its recipient. Any duplication or redistribution of this Document is prohibited. 

SinoPac Securities (Europe) Ltd. is regulated by FSA.

U.S. Disclaimer: This research report concerning Taiwan and Taiwan securities and industries has been prepared by SinoPac
Securities through its head office in Taiwan and is being distributed in the United States by SinoPac Securities (USA), a broker-dealer
registered with the SEC. Any U.S. recipient of this research report who desires to purchase or sell securities of the companies
referenced herein may only do so, in accordance with the provisions of Rule 15a-6 under the Securities Exchange Act of 1934, through
SinoPac Securities (USA) or another broker-dealer registered in the United States. This report is provided for information purposes
only and may not be copied or distributed to any other person without the written consent of SinoPac Securities (USA). Under no
circumstances is it to be used as an offer to sell or an offer to buy securities. SinoPac Securities (USA) and/or its affiliates may make
markets and effect transactions in the referenced securities or options thereon. The information herein was obtained from various
sources believed to be reliable. SinoPac Securities (USA and its affiliates do not guarantee the accuracy of such information. SinoPac
Securities (USA) and/or its affiliates may have an investment banking relationship with the company or companies referenced in this
report. 
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