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| Introduction and Executive Summary

German Trade Office Taipei

German-Taiwanese economic relations experienced a re-
cord-breaking year: Bilateral trade surpassed the USS$S 20bn
mark in 2021 for the first time in history and German investments
in Taiwan saw a substantial increase, while overall approved for-
eign investments decreased. To continue this success story, we,
the German Trade Office Taipei, will work assiduously for uphold-
ing a favorable business environment. Since 2012, we have con-
ducted our Business Confidence Survey to assess the current state
of German companies operating in Taiwan, to find out where the
shoe pinches, and to get valuable insights into their expectations.
We are proud to present you our 10th edition, enjoy reading!

Axel Limberg
Chief Representative and Executive Director

- Executive Summary

A record high of 81.6 percent fulfilled their business targets in
2021. Already well-established businesses continue to grow, no
matter whether in terms of employment, revenues, or EBIT
margins. The outlook for further growth also remains positive:
Over 60 percent expect the Taiwanese economy as well as their
own business to grow further in 2022.

Business Results

Investments

Willingness to invest in Taiwan shows a
high continuity during the past five years,
constantly hovering around the 40 percent
mark. 94.7 percent stated to remain in
Taiwan and not shift investments to anoth-
er location. Investments are primarily
made to improve the quality of business
operations, namely in staff development &
training as well as sales, marketing, and
business development.

COVID-19 Pandemic

The COVID-19 pandemic still puts pressure on about 40 percent
of the German companies operating in Taiwan, but the per-
centage of negatively affected companies decreased substan-
tially compared to 2020, where over 57 percent were affected.
Nonetheless, even though the situation has become less criti-
cal, travel restrictions and quarantine regulations continue to
pose significant challenges to business operations.

German Business

in Taiwan

The BCS 2021/2022
revealed:

Long-term commitment of German companies remains high,
however, there are fewer newcomers over the past few years.
Similarly, a slight shift in willingness to invest from being indeci-
sive to not planning to invest is reported. Market appeal may be
on the decline, deterring new firms from entering the Taiwanese
market. This development requires further investigation.

Market Appeal

External Challenges

Decelerated global economic growth and
supply chain disruptions also negatively
impact German companies in Taiwan: Over
two-thirds faced bottlenecks in 2021, espe-
cially on the procurement side. Even though
German products are still in high demand,
higher purchasing prices lead to lower
profit expectations for 2022.

Domestic Challenges

German companies are still content with Taiwan as a business
location but there is an increasing pressure. Domestic topics
are becoming more important, for example, energy transition
and digitalization are predicted to have the biggest influence
on business operations. Thus, the successful implementation
of domestic policies will also be decisive for the future success

The Business Confidence Survey (BCS) 2021/2022 was conducted between December 6, 2021 and January
18, 2022. A response rate of 31% was achieved out of the 251 contacted eligible respondents.

of German businesses in Taiwan.
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Economic Overview and Outlook |

Economic Development:
Record Growth Despite COVID

The Taiwanese economy defies the
global crisis with great success. GPD
growth of 2021 was recently ad-
justed upwards to 6.3 percent. This
would amount to the highest GDP in-
crease in over a decade. In previous
years, GDP had still grown by 3.0 per-
cent (2019) and 3.1 percent (2020) -
despite the strong downturn of eco-
nomic activities due to trade warand
the world-wide COVID-pandemic.

The increasing momentum is pri-
marily due to the strong foreign
trade development. 2021 exports
rose by strong 29 percent. Addition-
ally, the temporary “soft-lockdown”
caused by an COVID-outbreak in May
did not lead to a slump of the con-
sumption side, because cases were
swiftly brought under control. In-
vestments were once again a strong
driving factor.

If inflationary pressure does not
become too high, the central bank
probably should keep the base inter-
est rate under a stable condition up
to mid-2022. 2022 forecasts indicate
a GDP growth of around 4 percent.
The slowing economic growth is rea-
soned with a decreasing internation-
al demand of electronic products

b

he Taiwanese economy defies the global crisis

with great success. GPD growth of 2021 was the
highest increase in over a decade. This growth rate
can be primarily attributed to a strong development
in foreign trade spurred by semiconductor exports.

Alexander Hirschle

Director Taiwan and Philippines, Asia-Pacific

GERMANY TRADE & INVEST

Taiwan’s GDP Growth 2011 - 2022
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and simultaneously growing prices
of raw materials.

Hence beginning with the coming
year, the recently weakening con-
sumption might detach exports as
the main economic driver. Already
in the fourth quarter, the private
consumption showed a clear re-
covery due to the island’s relaxed
COVID-prevention rules. But it de-
pends, whether Taiwan can keep the
virus under control.
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Investments:
Semiconductor Companies Lead
to a Strong Increase

In 2021, gross fixed capital formation
was an important pillar of growth.
After a remarkable increase of about
5 percent in the crisis year of 2020,
the upturn reached an enormous
share of 15 percent in 2021. Private
investments, which reached a height
of 18 percent are still stimulated by
massive capacity expansions of the
semiconductor companies. Just the
three years plan up to 2023 of sec-
tor-leading TSMC consists of 100 bil-
lion USS of investments.



Above that, the successful reshor-
ing program up to 2024 had been
extended by three years, aiming
additional engagements of about
30 billion USS value. During the first
phase of the initiative, already 250
companies returned their capacities
of nearly 40 billion US$ back to the
island.

Meanwhile, the government focus
on the second wave of investment
of international companies and
strengthen the position of Taiwan
as a center for international supply
chains. However, direct investments
fell down by 18 percent in 2021. Due
to the demographic trend, employ-
ees might a bottleneck for the in-
vestment location Taiwan. In addi-
tion, many employees are drawn to
the booming semiconductor sector
with its significantly higher wages.

Consumption:
Growing Trend Despite Inflation
and COVID

Private consumption recovered in
2021 after a slight dip due to the
COVID-pandemic in the previous
year. Despite the “soft lockdown”
for months by the government sales
could be stabilized. Although the
lockdown caused declining con-
sumption expenditures, retail regis-
tered a growth of 2.3 percent in the
first three quarters compared to the
previous collection period.

Online retail at hypermarkets in-
creased skyrocketing. With 6.5
percent of growth, wholesale also
reported a huge plus. Taiwan’s gen-
erally good economic situation, de-
clining unemployment and increas-
ing wages are additional drivers for
consumption. Again, the govern-
ment gave impetus by the supply of
stimulus vouchers for the people.
Despite that, at the end of the year,
consumer confidence decreased
due to growing inflationary pres-
sure, among others. Yet, 2022 fore-

GTA

GERMANY
TRADE & INVEST

Taiwan’s GDP Growth Rate by Quarter (2020-2021)
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Exports: Growth Rate by Sector 2021
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casts predict an increase of private
consumption by more than 5%.

Foreign Trade:
Semiconductors Drive Exports

Also in 2021, Taiwanese exports
were the most important pillar of
economy. Exportation increased by
29.4 percent. Just as in the previous
years, main driver for growth were
the exports of electric components,
semiconductors, and IT-equipment,
which account for more than half
of all shipments. However, other
sectors, such as chemicals, machin-
ery or textiles also showing strong
export growth. The government ex-

pect further impetus from an possi-
ble participation in the CPTPP trade
agreement, which could induce ad-
ditional GDP of up to 2 percent.

Imports grew even by 33.2 percent
in 2021. The strong increase is partly
due to rising prices for raw materi-
als and components. “Made in Ger-
many”-imports grew by 23 percent
during the same period. In turn, Tai-
wanese exports to Germany rose by
even 35 percent. On balance, accord-
ing to the Taiwanese customs statis-
tics, Germany had a bilateral trade
surplus of about 4.3 billion USS.

Source: Article provided by GTAI Taiwan




I. Company Profile
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Long-Term Commitment of German Companies
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Company Location

German companies are active in ev-
ery major city along the west coast
of Taiwan. As in previous years, Tai-
pei and New Taipei City continues to
serve as the main hub for the major-
ity of German companies, where al-
most half (47.7%) of them is located.

However, the middle and south of
Taiwan has gradually gained impor-
tance over the past ten years. While
the results of our first Business Con-
fidence Survey in 2012 indicated
that a total of only 14.7 percent were
located in Taichung or Kaohsiung,
almost one third is now located ei-
ther in Taichung (15.6%), Kaohsiung
(9.2%), or Tainan (4.6%). Taoyuan is
the third most important location
(11.9%), Hsinchu was placed fourth
(10.1%). Other cities such as Chang-
hua only play minor roles.

Taipei & New Taipei

continue to be the main hub
for German companies

Years of Operation

The results of the Business Confi-
dence Surveys of the past few years
have all shown that German com-
panies stand out due to their long-
term commitment to the Taiwanese
market. The results of 2021 confirm
this finding as well: Over 84 percent
have been active in Taiwan for more
than 6 years and almost two thirds
(61.8%) have set up their business
more than 15 years ago.

However, there is also a non-negligi-
ble part of newcomers, which have
started their business operations
within the past five years (15.8%).

Long-Term Commitment

62%

have been operating in
Taiwan for more than 15 years




Main Fields of Business

Fields of business generally show
a high continuity over the past ten
years. In 2021, sales and marketing
activities (28.0%) as well as services
(27.3%) remained the main fields of
business that over half of German
companies engage in. However, the
proportion has changed significant-
ly compared to 2012. While sales/
marketing had a share of over 55 per-
cent about ten years ago, this value
has been halved during this period.
In contrast, services gained around
10 percentage points compared
to 2012, indicating that providing
services has become increasingly
important for German companies.
Trading remained third with 16.1
percent, while sourcing / procure-
ment was placed fourth (13.0%). A
small proportion conducts research
and development (8.1%) or even has
manufacturing facilities (7.5%).

Industry Sectors

German companies are predomi-
nantly active in the machinery / in-
dustrial equipment industry (27.1%)
and the electronics / computer sec-
tor (17.8%), constituting almost half
of the overall result. As in the previ-
ous three years, energy was placed
third (11.2%), indicating that Ger-
man energy companies are actively
involved in the development of Tai-
wan’s energy sector. The automotive
(8.4%) and chemical (7.5%) industry
ranked fourth and fifth, the same as
last year. Legal services / consulting
and pharmaceuticals / health care
products accounted for 7.5% and
6.5%, respectively.

Company Size

The BCS 2021/2022 results also con-
firmed the results of the previous is-
sues in terms of company size: Over
two-thirds of the German companies
in Taiwan are small or medium-sized
entities employing up to 50 people
(67.6%). Of the remaining one-third,
15.6 percent employ between 100
to 500 people, while very large en-
terprises with a staff headcount of
over 500 employees account for 5.2
percent.

Main Fields of Business

&,

production /
manufacturing

7.5%
Eesealrch & . ——]
evelopmen
8.1% 28.0%
services
sourcing /
procurement
13.0%
27.3%
sales / marketing
trading
16.1% &Y

Main Industry Sectors

other
2.8%

communication /

information 5.6%
pharmaceuticals/ g,50,
health care products

consulting/ 7 504

legal services

machinery /
industrial
equipment
27.1%
17.8%
electronics /
computer

energy 11:2%

chemical
7.5%

automotive
8.4%

2 / of the German business units are small entities
employing between 1 to 50 people

990 . 156%employbetween 101 and 500 persons
“ww « 11.7% employ between 51 and 100 employees
Q * 5.2% operate large scale companies with more than
500 employees




Il. Business Performance |

, , he development of the business continues to be

favorable in Taiwan. While shortage of supply or

lack of products remain the biggest challenge during

the pandemic, companies have been largely able to

increase revenues and profitability. Despite the ear-

lier lockdown the business is coming back and the
confidence level therefore remains high.

Rahil Ansari
Group Managing Director, Audi Volkswagen Taiwan Co., Ltd.

Achievement of Business Targets Business Targets

A record high of 81.6 percent of the
82% companies stated to have fulfilled
or even exceeded their business tar-
gets in 2021. This is an increase of
22.1 percentage points compared to
last year’s result (59.5%) and even
surpassed the original record set
in 2014 (77%). However, this result
could also be a consequence of re-
adjusted business target due to the
impacts of the COVID-19 pandemic

in 2020.
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Revenues
Revenues 2019 - 2021 As in previous years, revenues gen-

erated by German companies cov-
er a wide range and remain highly

>1 divers. From small-scale companies
billion NT$ with revenues of less than NTS 5
million (6.8%) to large-scale enter-
prises with revenues of more than
250 million NTS 1 billion (21.9%), all are present
-1 billion NT$ in Taiwan, albeit most companies
generate revenues somewhere in
between.
m;(l)i;ﬁ\loTs A slight shift can be identified at
the upper end of the scale: Reve-
nues above NTS 250 million saw an
increase over the past three years,
milfi;:(l)ws while those between NT$ 50 million
and NTS 250 million decreased, indi-
cating that German companies were
able to generate significantly more
<
mmio:NTs revenues compared to 2019.
[ 2019 |
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EBIT Margin

EBIT margins developed positively
in 2021 compared to 2020. Of those
companies willing to reveal their
EBIT (earnings before taxes) mar-
gins (79.2%), 57.4 percent report-
ed an increase of their EBIT margin
compared to last year’s result, which
is a substantial increase of almost
20 percentage points (result 2020:
37.5%). 41 percent were even able to
increase it significantly (i.e., increase
of over 5%).

Likewise, the number of companies
reporting a decrease of their EBIT
margin dropped from 26.4 percent
in 2020 to 14.8 percent in 2021. This
could indicate that the majority of
German companies were able to
recover from setbacks endured in
2020.

> 500/0 of the German companies reported
an increase of their EBIT margin

Development of EBIT Margins 2021 Compared to 2020

decrease substantially
(> 5%)

decrease
(>1-5%)

increase
substantially

11.5%
‘ (>5%)

decrease substantially
(>5%)

increase
substantially
(>5%)

41.0%

decrease
(>1-5%)

27.9%

increase

about (>1-5%)

the same
(+/- 1%)

about the same (+/- 1%)
increase (>1-5%)

2021 |

2020 |

i

Business Satisfaction

German companies remain very
satisfied with their overall business
performance in Taiwan. As in previ-
ous years, approximately two-thirds
(66.3%) consider their performance
as good or even very good. Only a
minor proportion of 3.9% is not sat-
isfied with their performance.

Two-Thirds

are content with their
company’s overall business
performance

Satisfaction with Business Performance

satisfied

neutral

not
satisfied

B verygood [ good [ neutral [ bad




Il. Business Performance

Impacts of COVID-19 Pandemic

2021 was still marked by the pan-
demic and the resulting preven-
tion-and-control measures. How-
ever, compared to the results of the
previous survey, the percentage of
negatively affected companies de-
creased by 17.4 percentage points.
While over half of the German com-
panies (57.7%) recorded a decrease
of their revenues in 2020, this value
decreased to 40.1 percent in 2021.
Likewise, the number of companies
reporting not to be impacted by the
pandemic rose from 22.8 percent in

Travel Restrictions
and quarantine measures
continue to pose significant
challenges

2020 to 38.6 percent in 2021. Every
fifth company (21.3%) was even able
toincrease their revenues during the
pandemic. This value is virtually the
same asin the previous year (19.8%),
indicating that some of the original-
ly negatively impacted companies
were able to turn the tide in 2021.

Impact of COVID-19 on Business Results: 2021 Compared to 2020

57,5%
decrease
>30%

7,59%

0
decrease 40,1%

between
10% - 30%

24,8%
10,7%

22,8%

10,7%

decrease
<10%

24,8%

18,7%

38,6%

0
19,8% 21,3%

2020 2021
decrease

2020

no impact

2021 2020 2021

increase

Detailed View on Impact of COVID-19 on Business

decreased demand for
products / services

cancellation of company events /
trade fair participation

employees in home quarantine /
travel restrictions

shortage of supplies /
disruption of supply chains

2021

2020

10 Business Confidence Survey 2021/2022

Detailed Effects of COVID-19

Close inspection reveals that of
those companies negatively affect-
ed by the pandemic, decreased
demand of products and services
continued to be the most critical fac-
tor in 2021 (48.3%). Cancellation of
events / trade fair participation was
placed second (44.8%).

While both values decreased in 2021
compared to 2020, employees in
quarantine and travel restrictions
rose from 41.6 percent in 2020 to
44.8 percent in 2021, indicating that
entry rules and prevention mea-
sures continue to pose significant
challenges to a substantial number
of German companies. The survey
results also revealed that shortage
of supplies and disruptions of supply
chains caused by the pandemic af-
fected significantly more companies
than in 2020. The value increased by
21 percentage points from 23.8 per-
cent in 2020 to 44.8 percent in 2021.
Section IV “Special Topics” of this
report will discuss the supply chain
issues in more detail (see page 12).

87%
did not dismiss any
employees in 2021 because
of the COVID-19 pandemic

48.3%

50.5%

44.8%

41.6%



| 1. Presence in Taiwan

Yu-Foong Chong

, , aiwan is at the heart of the supply chain in Asia,
from semi-conductors to offshore wind. With a
stable economy and qualified workforce, this has led
to many companies locating core business functions
here. We see presence in Taiwan as being important

to success both domestically and the wider region.

Country Manager - Offshore Wind, Taiwan RWE Renewables

43%

consider
Taiwan as an
important
stepping-stone
to other
Asian markets

Most Valued Aspects in Taiwan

reliability of
business relations

stability of
the economy

social stability
and security

qualification
of staff

infrastructure

61.6%
52.1%

49.3%
42.5%

20.5%

Stepping-Stone in Asia

The Business Confidence Survey
2021/2022 asked for the first time
whether Taiwan served as a step-
ping-stone for entering other Asian
markets in the company’s global
strategy. 42.7 percent responded in
the affirmative, while 57.3 percent
replied in the negative.

Valued Aspects

According to this year’s BCS results,
German companies considered the
reliability of business relations in
Taiwan as most valuable (61.6%) in
2021. In the previous edition, this
aspect was ranked fourth (44.4%
in 2020), while last year’s number
one “stability of Taiwan’s economy”
was ranked second in 2021 (52.1%).
Other highly valued aspects include
social stability and security (49.3%),
qualification of staff (42.5%), and in-
frastructure (20.5%).

One-Third

has set up core business
sectors other than sales and
services in Taiwan

31.6 percent of the companies stated
to have set up core business sectors
(such as manufacturing and R&D fa-
cilities, or administrative and man-
agement functions etc.) in Taiwan.
This means that for about one-third
of the companies Taiwan also plays
animportantrolein areas other than
sales and services.
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IV. Special Topics

Procurement and Sourcing

Asked for the first time how import-
ant Taiwan is as a procurement and
sourcing market, 60.8 percent of the
German companies responded that
Taiwan is at least a relatively import-
ant market. Over one-third (37.8%)
even considers it to be quite or even
extremely important. In contrast,
only 18.9 percent do not engage in
procurement activities in Taiwan.

61%

regard Taiwan as an
important sourcing and
procurement market

Tender Bidding Imbalances

Atopic that may occur in any market
is an unbalanced treatment between
local and foreign businesses during
tenders. One question regarding this
issue was asked to evaluate the per-
ception of this topic among German
companies. According to the result,
about one-fourth (24%) has experi-
enced imbalanced treatment, while
approximately three-fourths (76%)
did not.

76%
no

Negative Effects of Supply Chain Issues

procurement side 50.9%

both sides
affected equally

sales side 22.6%

Effect of “Made in Germany” on Business Results

beneficial

9%

unsure

not
beneficial
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Supply Chain Challenges

The COVID-19 pandemic has disrupt-
ed supply chains all over the world.
In the Business Confidence Survey
2021/2022, several questions about
supply chain issues were asked to
assess the extent to which German
companies operating in Taiwan had
been affected by them. The results
reveal that about one-third (30.3%)
was unaffected, while two-thirds
(69.7%) were faced with bottlenecks.

70%
faced bottlenecks in supply
chainsin 2021

A follow-up question inquired
whether those companies which
had encountering difficulties were
more negatively affected on the pro-
curement or on the sales side. The
results clearly show that the pro-
curement side was hit the hardest
(50.9%). 26.4 percent reported that
both sides were equally affected.
About one-fifth (22.6%) encountered
more issues on the sales side.

Another question touched upon was
the “Supply Chain Due Diligence Act”
passed by the German parliament
in 2021. When asked how relevant
this act will be within the next three
years, over half of the German com-
panies (58.7%) reported that it will
be relatively important to the busi-
ness operations in Taiwan. 13.3 per-
cent regard it as somewhat relevant;
28 percent consider it irrelevant.

Branding “Made in Germany”

The branding “Made in Germany”
is still well-received by Taiwanese
consumers and customers. When
asked whether the famous “Made in
Germany” branding has a positive
effect on the company’s business re-
sults, every ninth company (88.2%)
responded positively. Only a very
small proportion of 2.6% percent
denied a positive effect of the brand-
ing. 9.2% were unsure about the di-
rect effects on their business results.



| V. Business Challenges

Business Challenges

2021
Global economic

growth

2020

Economic growth
of Taiwan

Cross-strait relations

Import restrictions

Absence of FTA and
investment protection
agreements

Business Challenges

The results of the BCS 2021/2022 in-
dicate that global economic growth
continues to pose the biggest busi-
ness challenge (46.1%) for German
companies operating in Taiwan.
Last year’s number one challenge—
economic growth of Taiwan—was
placed second with a substantial
drop of 13.7 percentage points in
2021 (44.7%). This result could imply
that German companies have be-
come more confident in the future
development of Taiwan’s economic
growth than they were one year ago.
Another major business challenge
continues to be the further devel-
opment of the cross-strait relations
(44.7%), which increased by 4.1 per-
centage points.

The largest percentage increase
was recorded in import restrictions.

While last year every fifth company
(19.8%) reported issues with them,
this value increased significantly,
now affecting every fourth company
(27.6%). As in previous years, anoth-
er noteworthy business challenge
remains the absence of FTA and in-
vestment protection agreements
(25.0%).

Import Restrictions

recorded the largest
percentage increase

27.6%

consider them a significant
business challenge

However, it is also important to note
that out of the 17 possible choices,

46%

46%

many were considered to pose only
minor challenges at all to German
companies operating in Taiwan. Just
to name a few examples, customs
procedures (10.5%), legal certainty/
transparency (10.5%), slow deci-
sion-making processes (7.9%), and
tax rates (6.6%) all were considered
minor challenges. Surprisingly, de-
spite Taiwan’s demographic change
to an aging society, an aging work-
force seems to pose no challenge at
all.

Aging-Workforce

poses no business challenge
atall
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VI. Business Expansion |

A

,, Taiwan plays an integral role in the global tech-

nology industry growth. We are committed to

supporting our Taiwanese and global customers to

tap into these growing opportunities. In 2021, Merck

announced our largest ever investment in Taiwan of

€ 500 million to significantly expand our Electronics
manufacturing and R&D capability.

RCK

Dr. John Lee
Managing Director, Merck Group in Taiwan

o Investment Plans

Investment Plans Within Next Two Years (2016-2021) -
The BCS 2021/2022 results indicate
Tov - e, s e
plans. Since 2017, willingness to in-
60% vest in Taiwan has constantly hov-
ered around the 40 percent mark. In
50% — 2021, 42.9 percent reported to fur-
4./-\_ 43% ther invest in Taiwan within the next
40% — two years, which is almost the same
34% as last year’s 44.6 percent. The num-
30% ber of companies planning not to in-
. vest rose by nine percentage points
20% 23% from 24.8 percentin 2020 to 33.8 per-
centin 2021. Even though this devel-
10% opment can probably be attributed
to the impacts of the COVID-19 pan-
0 | | | | | | demic, it still is relatively low value
0% 2016 2017 2018 2019 2020 2021 compared to the years prior to 2019.

[ planningtoinvest [ unsure [ planning not to invest Realization of Investments

Asin previous years, German compa-
nies remain highly reliable in terms
of implementing their investment
plans. Only 8.0 percent decreased

Realization of Investments 2021 Compared to 2020

decreased investments
8%

®

19%
increased
investments

5001 44%

0 carried out
had not investments
planned to as planned
invest further

2021 |
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investments

decreased investments
9%
9%

increased '

27%
had not
planned to
invest further

55%

carried out
investments
as planned

2020 |

or stopped their investments during
2021, while the largest portion of
44,0 percent carried out their in-
vestments as originally planned.
29.3 percent had not planned to fur-
ther invest. 18.7 percent were even
able to increase their investments,
which is an increase of 9.7 percent-
age points compared to the result of
2020 (9.0%). Thus, the pandemic ap-
parently did not have any significant
negative impact on the implementa-
tion of investment plans.



Investment Plans

Types of Investment

Reasons Not to Invest

staff development & training

low expectations for market expansion

sales, marketing and business development uncertainty about cross-strait relations
==
new office facilities influence of the global economy
20%
mergers and acquisition uncertainty about policy change
g o
new manufacturing facilities increased domestic competition
N
Types of Investments Overall Satisfaction

Those companies that are planning
to invest within the next two years
stated to mainly invest in staff de-
velopment & training (75.8%), sales,
marketing and business develop-
ment (66.7%), as well as new office
facilities (57.6%). Mergers and ac-
quisition (39.4%) saw a substantial
increase of almost 24 percentage
points, placing it fourth in 2021
compared to being ranked eighth in
2020. Plans to invest in new manu-
facturing facilities remained almost
unchanged at 30.3 percent com-
pared to 2020 (28.9%).

Reasons Not to Invest

Because of the COVID-19 pandem-
ic, most German companies in 2020
stated the influence of the global
economy to be the main reason for
refraining from investing in Taiwan
within the next two years. In 2021,
low expectations for market expan-
sions (60.0%) were the main factor
for not investing, as it was already in
2019. Uncertainty about the future
development of the cross-strait rela-
tions rose by 10.2 percentage points,

now placing it second with 25 per-
cent. Influences of the global econ-
omy ranked third (20.0%). Other
major reasons included uncertainty
about policy changes by the govern-
ment (17.5%) as well as increased
domestic competition (12.5%).

Relocation to Another Location

Almost none of the German compa-
nies considers leaving Taiwan. 94.7%
stated to remain in Taiwan and not
shift any investments to another lo-
cation. 2.6 percent are currently con-
sidering shifting their investments to
another location within Taiwan.

Relocation of Investments

When asked whether they would re-
start their business in Taiwan right
now if they were facing such a de-
cision, the overwhelming majority
of 90.6 percent stated that it was at
least likely to do so. However, this is
a slight decrease of 7.4 percentage
points from last year’s 98.0 percent.
Nonetheless, despite a difficult year,
the results show that German com-
panies remain highly content with
Taiwan as a business location.

91%

would restart their business
in Taiwan again

remain in
Taiwan

leaving

A 5.3%
Talwan

94.7%
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VII. Outlook |

,, We expect Taiwan to continue its above-trend
growth. The expansion will moderate due to
a higher comparison base and demand saturation
from parts of ICT sector as well as higher commodity
prices. Still, there is strong demand for 5G, Al, and
Cloud, and machinery exports also maintain a posi-

tive outlook.

Erdal Elver
President and CEO, Siemens Taiwan

Taiwan’s Economic Outlook

Prediction of Taiwan’s Economic Development for the Following Year  Optimism in Taiwan’s economic de-
velopment remains very high. When

70% — asked about the development of
61% Taiwan’s economy in 2022, 61.3 per-

60% cent predict an improvement. The
value slightly dropped compared to

50% last year’s record high of 63.3 per-
cent, but it is still the second highest

40% | percentage recorded in the past six
32% years. 6.7 percent expect the econ-

30% — omy to worsen, which is a slight in-
crease compared to 4.0 percent in

20% — 2020. The percentage of those com-
panies predicting that there will not

10% 7% be any significant changes in the
economic development is virtually

0% ' ' : : : : the same as last year (32.0%).

2016 2017 2018 2019 2020 2021

-improving .similar/unchanged .Worsening Very similar results were given for
the outlook over the next three
years. 62.7 percent expect the econ-
omy to improve further, while only a

. small portion of 6.6 percent assume

Turnover and Profit Expectations for the Following Year

o Financial Key Indicators

This years’ Business Confidence sur-
vey shows a record high for turnover
expectations:  Almost two-thirds
(64.9%) expect their turnover to in-
crease or even increase substantially
in 2022, which is an increase of 10.4
percentage points compared to last
year. Expectations for a decrease in

turnover rose slightly from 2.0 per-

cent in 2020 to 8.2 percent in 2021,

however, it is still the second lowest
decrease increase decrease increase value within the past four years.
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Even though turnover expectations
reached a new record high, profit
forecasts dropped by 8.8 percent-
age points from last year’s 44.4 per-
cent to 35.6 percent. An increased
number of companies also predict
their profit to decrease. This value
doubled from 7.1 percent in 2020
to 15.1 percent in 2021. The most
likely explanation for this develop-
ment is that German products are
still in high demand from Taiwanese
customers, however, supply chain

4 5 30/0 of the German companies expect employment to increase in 2022

« investments are assumed to increase in 2022 by almost one-third of the companies
« about half of the companies are optimistic about their profitability, productivity, and
competition within the next two years.

iy

issues are expected to further drive
up prices, which in turn will have a
substantial impact on profits.

Two-Thirds

are optimistic about their
company’s growth within the
next two years

Allin all, German companies are most
optimistic about their own growth in

« every fifth company is pessimistic about labor costs

2022. Almost two-thirds (63.1%) are
optimistic or even highly optimistic
to grow within the next two years,
which is slightly higher than last
year’s result (59.5%). Same as last
year, approximately half of the com-
panies are optimistic about their
profitability (45.2%), productivity
(44.0%), and competition (45.3%)
within the next two years. However,
every fifth company (22.7%) is con-
cerned about the development of la-
bor costs within the next two years.

Impacting Factors

Asked for which factors may have a
significant influence on their indus-
try within the next few years, energy
transition (34.2%) was predicted to
have the biggest impact. Digitaliza-
tion and climate protection mea-
sures were placed second and third,
with 32.9 percent and 31.6 percent,
respectively. Last year’s number
one—the trade dispute between the
U.S.A. and China—became less im-
portant, its value dropped by 15.4
percentage points from 47.0 percent
in 2020 to 31.6 percentin 2021. One-
fourth identified Industry 4.0 / Smart
Machinery and localization demands
as influential factors (25.0% each).

Outlook on Business Targets

German companies are very opti-
mistic about reaching their business
targets in 2022. A record high of 93.4
percent expects to reach their busi-
ness targets mostly at least, while
65.8 percent are confident to fully
achieve or even exceed them. Both
values slightly increased compared
to last year, which already broke re-
cords. Moreover, the number of com-
panies estimating to only partially
achieve their targets decreased fur-
ther, from 6.9 percent to 3.9 percent.
The percentage of those companies
predicting to miss their targets re-
mained virtually the same (2.7%).

Factors Likely to Affect Business Operations

energy transition @
digitalization @
climate protection @
trade dispute
U.S.A. and China
Industry 4.0 /
Smart Machinery

localization
demands

demographic @
change

globalization

Forecasts of Business Targets (2021 Predictions Compared to 2020)

will achieve
~ orexceed

65.8% 93.4%

will not achieve

2021 |

y will mostly
y BN achieve

will partly achieve

will mostly
achieve

will achieve
~ orexceed

64.4% 90.1%

will partly achieve

will not achieve

2020 |
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Vil. Outlook

, , Taiwan will take advantage in relaxing restrictions
on business travels in 2022, as many businesses

are eager to come to the island to develop projects
that have been delayed for more than a year. For-
eign investment in Taiwan is still very active, and

can be further enhanced if all legal and regulato-

ry conditions are supporting business trends in the

Future Importance Within Global Strategy

16.9%
unsure 26.7%
unsure
53.2%

. 47.5%

|mp9rtance importance

will increase willincrease 25.8%
29-90/0 importance
. t will not increase
Importance

will not increase

2021 | 2020 |

Future Industry Sectors
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6 1 80/0 of the German companies consider sales,
) marketing, and trade to be the most im-
portant topic for their future business

Q!@!;IQ development
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¢ right direction.
. Pascal Thien-Ah-Koon
J Foreign Legal Affairs Attorney, Tak Associes Taiwan
Global Strategy

Over half of the German companies
(53.2%) expect Taiwan to be of in-
creasing importance in their com-
pany’s overall global strategy in the
medium term. This is an increase of
5.7 percentage points compared to
last year’s result. About one-third
(29.9%) denied this assumption,
which is also a slight increase. 16.9
percent were unsure.

Relevant Future Sectors

When asked which industry or sector
will have the biggest relevance in the
future, electronic components such
as semiconductors (38.9%) and elec-
tronic equipment / devices (30.6%)
were placed first and second, re-
spectively. Other important sectors
include digitalization (27.8%), Indus-
try 4.0 (26.4%), mobility (26.4%), and
renewable energies (22.2%). These
results coincide with current topics,
microchip and other electronical
supply shortages put German com-
panies under pressure in 2021, and
therefore will have the biggest rele-
vance in the future.

Future Fields of Business

Sales, marketing, and trade remain
by far the most important topics for
the further development of almost
two-thirds (61.8%) of the German
companies operating in Taiwan. Ser-
vices (21.1%) is in second place. Re-
search and development (5.3%) and
production (2.6%) are only of little
relevance.



| Key Findings

Taiwan is still a highly attractive market for German companies operating in Taiwan. However, there
have been fewer newcomers entering the Taiwanese market over the past few years. Likewise, a slight
shift in willingness to invest from being indecisive to not planning to invest was reported. Especially in
light of rising EBIT margins reported by already well-established companies, this trend requires further
investigation if market appeal is to be upheld in the future. Domestic challenges are becoming increas-
ingly relevant, which should be tackled to maintain a favorable business environment for companies
operating in Taiwan as well as companies interesting in entering the Taiwanese market.

Business Performance

+ Record high of 81.6 percent fulfilled or even exceeded their business targets in 2021.

+ EBIT margins developed positively: 57.4 percent reported an increase.

+ Record high in turnover expectations: 64.9 percent expect their turnover to increase. However, supply chain issues
are expected to further drive up prices, lowering profit forecasts.

Challenges

« The COVID-19 pandemic still puts pressure on about 40 percent of the German companies, but the percentage of
negatively affected companies decreased substantially by 17.4 percentage points.

« Supply chain disruptions affected more German companies than in 2020: Over two-thirds (69.7%) were faced with
bottlenecks, especially on the procurement side.

« Factors that may have a substantial impact on business operations include domestic topics such as the energy tran-
sition (34.2%) and digitalization (32.9%).

Outlook

+ Optimism in Taiwan’s economic development remains very high. 61.3 percent of the German companies predict the
Taiwanese economy will continue to grow in 2022.

+ Willingness to invest in Taiwan shows a high continuity during the past five years. Investments in staff development
and training ranked highest (75.8%). The main reason not to invest is low expectations for market expansions (60%).

+ Electronic components (semiconductors etc.) (38.9%) and electronic equipment (30.6%) will have the biggest rele-
vance for German companies in the future. Other important future industry sectors include digitalization (27.8%),
Industry 4.0/Smart Machinery (26.4%), and mobility (26.4%).

+ 94.7 percent stated to remain in Taiwan and not shift investments, 91 percent would restart their business in Taiwan
again.

- Contact

Christoph Lory

Senior Manager

Media & Communications
Tel.: +886-2-7735-7509
lory.christoph@taiwan.ahk.de

About the German Trade Office Taipei

We act as the key intermediary between businesses from Germany and Taiwan, represent the interests of the German economy in
Taiwan, and serve as first point of contact for your business activities in both countries. Through the effective combination of polit-
ical support, networking, and a wide range of tailor-made services, we strive to fully cover the needs of your company during your
business endeavors. Customer-orientation lies at the heart of our work, and no matter the size of your company, whether already
well-established or newly founded, our highly motivated team will be pleased to assist you with your business operations wherever
possible. With over 40 years of experience and backed by the extensive network of the global network of the German Chambers of
Commerce Abroad (AHKSs), we possess the right expertise to support your company on its journey to success. We are committed to
your interests as your success is our mission!

19




GTO German Business Alliance 2022

2022 {EL& R FEHE

Diamond Partner A &5

SIEMENS < £9Vs RWE

Avocats - Attorneys-at-law

Platinum Partner B €&

VOLKSWAGEN

. ®
TUVRheinland GROUP TAIWAN

BOSCH & gandinet PMARRTK AQUILAT

CAPITAL

Gold Partner =& 28

BECKHOFF  “ 71E#l [DB scHenker 2> DEKRA  ¢f Dennemeyer

Onthe safe side. W@ The P croup

Has pe o
FRESENIUS S . KARCHER ¢gmanz M.
Deutsche Bank m o Rostacher @g HHS pusion o i MELCHERS

caring for life glisabethe” A\ EEA ERF

AR
ScHUCOoO SUSS Microlec o, *Eaf*ﬁﬂiﬁ&*“ﬁn ﬁiVN@ W'lo VVpd

\\\\\\ think energy Seeing beyond

www.taiwan.ahk.de 4=PartnerInTaiwan




