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Survey Overview

123 responding companies of total 208 German companies

contacted in Taiwan

Response rate: 59.1%

Time period:  May 14t to June 8™, 2012

Part 1 conducted in Taiwan, China, and Hong Kong
Part 2 conducted only in Taiwan in cooperation with Germany

Trade & Invest
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Company Profiles

Location of companies

Kaohsiung, ©ther, 6.5
4.9
Taoyuan
Talchung

 Almost 3/4 are located in
Taipei City or New Taipei

Press Conference, Taipei, July 24th 2012

Other branches in Greater China

in %
90%
70% -
60% -
° 48.7
50% -
40% -
Taipei, 71.5 30% 1
20% - 14.3
10% - 4.2 -
0% - . ||
Mainland Hong Kong Macau None
China
City
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Company Profiles

Size of companies Legal Form

Other : 5,1 Representa
tive Office

60% in % e 5, 9.3
Branch
S0% Office i »*
40% Subsidiary fil, 22.9
30% — Company
Limited by
20% - Shares &
. e
0% - . - - -—.———. Company
- 11 99 100 199200 499500-999 >1000 ?J]‘ELF _FIJ,
18.6
« Almost 20% of German « Legal form dominated by subsidiaries:
companies in Taiwan have 44.1% Ltd. by shares, 18.6% Ltd.
more than 100 employees » Branch office second most common with

22.9%
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Company Profiles

Market presence

in %

< 2years,, _2-3 years,

0.9 3.5 4-6 years,

114
7-10 years,

>15 years, 10.5
46.5
10-15 years,
27.2

« Companies with extensive
market experience:
46.5% have been in Taiwan for
more than 15 years

Press Conference, Taipei, July 24th 2012

Turnover of companies 2011

30% 264

25%

20%

15%

23 104
10%
ezl
0% , - .:
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* 62% with turnover of more than 100
million TWD in 2011

Business Confidence Survey 2012

IS S



- Deutsches Wirtschaftsbiiro
German Trade Office
Taipei
B TEMER

Business Profiles

Industry of companies Regional distribution of main
industries

: Machinery/Industrial Equipment 7 I
| Chemicals : 100% -
Logistics 90% -

L o e — = - — ]
Electronics 80% -
Automotive 70% -
Construction 60% -
Plastic/Metal Products 50% -
Consumer Goods 40% -
Finance/Insurance 30% -
Environmental Products/Services 20% A

IT/Telecommunications 100/0
Consulting/Legal Services 00/0
b -
Med'c:;esrosp‘)r;?: Machinery Chemical Logistics
i uppli
Pharmaceuticals ETaipei ®Other-Taiwan excl. Taipei
Tourism
Othel‘ . . - . .
» Machinery/industrial equipment is the

% 10% 20% ** " main industry
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Business Profiles

Business purpose Main industries of sales companies

100%
90% Electronics 8
80%
70%
60% - Chemical - 12
50% -
40% -
30% - _
10% T T T T T T
0% - 0% 10% 20% 30% 40% 50%
Sales/Marketing Services
mTaiwan ®Taipei = Other-Taiwan excl. Taipei Main industries of service companies
Construction 15

« Sales/marketing and services as main
business purpose Consulting 15

» 8.8% of companies with production
1. Automotive 30%
2. Machinery/Industrial equipment 20% 0% 506 10% 15% 20%  25%  30%  35%
3. Chemical 20%

Logistics 30
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Market Attractiveness

Motives for market presence in Taiwan Motives for market presence in
10 Mainland China

Sales potential

Sales potential

Following key accounts 20 Presence in Asian Market
Ability to adapt products to local market 3.1 Following key accounts
Cooperation with local companies 22 Ability to adapt products to local..
Presence in Asian market 2'oLower sourcing/procurement cots
Lower production costs Lower production costs
Proximity to suppliers Cooperation with local companies
Lower sourcing/procurement costs Proximity to suppliers
R&D R&D
0%  20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
Every important ®important ®neutral ®notimportant Every important Eimportant ®=neutral ®notimportant
« Sales is the most important motive  Sales potential remains the main driver
» Adaptation to local market and » China becomes more attractive as
cooperation with local partners are cornerstone for Asian markets

important

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Market Attractiveness

Motives in the machinery sector Motives in the machinery sector
Taiwan Mainland China
100% 100%
90% 84.8 90% 833
80% 777 19 80%
70% 70% 67.8
60% T 60% 274 -~
50% 50%
40% 40%
30% 30%
20% 20%
10% 10%
0% T T T ) 0% T .
Sales Following key Local Local Sales Potential Asia Presence Follow Key Lower
potential accounts adaptation  cooperation Accounts Production Costs
» Importance of sales potential higher » Machinery sees most sales potential

than average for machinery sector

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Market Attractiveness

Importance of business in Taiwan for
parent company

100% -
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

0% -

Global turnover Global profit

ETop 1 market B Among top 3 markets ¥ one among many H [ow priority

» Taiwan is top market or among top 3
markets for about 25%

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012



- Deutsches Wirtschaftsbiiro
German Trade Office
Taipei
B TEMER

Market Outlook

Future attractiveness of Taiwan Attractiveness for machinery sector
by business purpose

R&D

Production related engineering 63.7%

Sourcing/Procurement

Production
Production related engineering Service _ 81.2%
Trading i
Services
Sales 81.3%
Sales/Marketing 1
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%

« Sales/marketing and services most ¢ Higher attractiveness for machinery sector
attractive in the future In sales and services as well as production
related engineering

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Market Outlook

Increasing competition in Comparison by business
Taiwanese market purpose

80% . 90% R -:
70% 1 61.1 30% I ! = :
60% - 70% 1 ;
50% - 60% 1 I
] I
0% 36.4 50% 1
30% - 274 40% - '
30% - I
20% - 20% - !
10% - 10% 1 :
0% - - - - 0% - [

Mainland China Taiwan Other Asia Europe Sales Service L _ Machinery

EChina ®Taiwan =OQOther Asia ®Europe

« Competition from Mainland companies « Sales faces stronger competition from
increasing strongest Mainland companies
* Machinery sector sees strongest increase from
Taiwanese competitors

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Business Challenges 2012

Top 10 challenges in Taiwan

Finding qualified staff

Currency risks
Retaining qualified staff

Increasing commodity and energy prices

Increasing labor costs

Real estate costs
Availability of market data
Slow internet speed

Domestic protectionism

Bureaucracy / Administrative hurdles

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

= Major problem ®mProblem = Small problem = No problem

* HR issues and currency risks biggest challenges
* Only finding qualified staff a major problem or problem for over 50%

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Business Challenges 2012

Top challenges machinery sector

Finding qualified staff 5340
Currency risks

Retaining qualified staff

Increasing commodity and energy prices
Increasing labor costs

Real estate costs

Availability of market data

Slow internet speed

Domestic protectionism

Bureaucracy / Administrative hurdles

0% 10% 20% 30% 40% 50% 60%

B Remaining sectors B Machinery

» Machinery sector sees generally fewer business challenges

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Business Challenges 2012
Top 10 challenges in Mainland China

Finding qualified staff

increasing labor costs

Retaining qualified staff
Bureacracy/Administration

Corruption

Currency risks

Social insurance costs

Increasing commodity and energy prices
Slow internet speed

Domestic protectionism

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

» Top 10 items constitute a major problem/problem for over 50%

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Business Challenges 2012

Challenges in Taiwan compared with Mainland China

Increasing labor costs 82.0

e el
_—
-ﬂ--

Largest Social insurance and health care costs
differences

Corruption

64.6

Y A ]

| Bureaucracy / Administrative hurdles

Smallest Infrastructure and logistics
differences

Currency risks g 210

| . . .
I Increasing costs through environmental protection
——————————————————— I—-———l-—-————-—--————l

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

E China ®Taiwan

» German companies find better business environment in Taiwan in
comparison with China

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Business Outlook 2012

Economic conditions by region Business targets 2012
50% Taiwan
40%
zgz’ 19.4 I Service
0
10% Sales
0% - _——
. . S © . - — ==
@A\‘\Q’ @4\(9 (DQQQ’ 0(\\° Q(\‘Qg IMachinery
S & & & & S ey , | [Sp——
o,bo’@ \\}@\ {b&* 0% 20% 40% 60% 80% 100%
<5\<§ <F %.\Q,(‘K\ E QOver achieve ®Mostly achieve  ®Partly achieve B Not achieve
ETaiwan ®China = Hong Kong
» 24% see improvements * Over 50% will mostly reach their targets
» More than 1/3 of companies see conditions ¢ Service companies with biggest challenges
worsening

* More pessimistic outlook compared to China
and Hong Kong

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012



Deutsches Wirtschaftsbiiro
German Trade Office
Taipei

18 B A T M T

Business Outlook 2012

Expectations for 2012 in comparison to 2011

Turnover

Profit

Employment
Accumulated investment

Purchasing prices

Sales prices

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Substantial increase (>+25%) ® Significant increase (+15-24%) = Increase (+4-14%)
E Similar/unchanged (+/-3%) E Decrease (-4-14%) m Significant decrease (-15-24%)

= Substantial decrease (<-25%)

« Almost 50% expect increase in turnover, around 40% in profit
» 33% plan to expand employment
« 28% plan to increase investment

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Business Outlook 2012

Attractiveness for future investments Investment motivation
by region
in % Other Asia, .
3 South TW, in % Follow key |.Bf.ettf.r .
8.8 suppliers, 1. quas,:;?f?z'?f 0
Cost
Taipei, 29.8 reduction, 8.2
‘ ‘ Central TW, Follow key, Other, 9.3
17.5 customer
41.2
Regional
diversification,
15.5
North TW
excl. Taipei, China, 19.3
19.3

No plans, 22.7

» Following key customers and regional
diversification most important reasons for
new investments

 Taipei top choice investment location
 Taipei and Northern Taiwan preferred

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Business Confidence Survey

@ Part 1 - Business Confidence in Taiwan

@ Part 2 - Impact of Cross-Strait-Relations
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Business Relations with China

China’s proportion of total business Importance of trade
r——=—=-=-== 1
30% 65 1 275
50 : : Not important 3 :
20% I 136 | Less important : :
i | 16.7
15% : : Neutral 7_%0'0
[ I 9.8 .
10% | I Important 30.4
5% I I I Very important
I I 1.0 | ! ! '
0% ! T .I T T - 0% 10% 20% 30% 40%
I o 1-5% 15250  25-49% 50-75%  >75% _ ,
———————— B |mports from China  ® Exports to China
» 45% of all companies do only small share » For over 50% of all companies exports to
of their business (<5%) with China China are important or very important
» But for over 10% of companies the share » Exports to China more important than
of business with China is >50% imports

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Improving Cross-Straits Relations

Direct and indirect impact on Expected impact on new business
business by area
100% -~ 100% -
90% - 90% -
80% - 80% -
70% - 70% -
ENo
o0% = Neutral 60% - =no
50% - 50% - ® Neutral
40% - IS.om.e.what 200 = Somewhat
: | Significant 30% - = Significant
0% - = Substantial B Substantial
20% - 20% -
10% - 10% -
0% -
0% - Expect new business in  Expect new business in
Directly benefiting Indirectly benefiting P Taiwan P the region
* Over 50% already benefiting from » Around 50% expect impact on new
improved relations, directly and indirectly business in Taiwan or the region

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Improving Cross-Straits Relations

Impact of import tax reduction Importance of future improvements
100% - Expand tariff reduction u 48.9
90% - i
80% - Increase open.ing of trade in _ 411
0% A services |
60% - "No Ease entry requirements for staff of _ 372
50% - = Neutral subsidiaries in China | )
40% 1 * Somewhat Improvement of IPR protection [ 35.1
30% - m Significant |
20% - = Substantial Improve investment protection [ 35.1
10% - .
0% - ! End import bgn on Chinese F 57 4
Currently benefiting from Expected benefits from products | | |
early harvest list next round 0% 10% 20% 30% 40% 50% 60%
* Over 1/3 already benefiting from tariff « Tariff reduction most important issue for the
reductions in Early Harvest List future for almost half of the companies
* Over 50% expect to benefit from future
reductions

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Greater China Strategy

Expected strategy changes Taiwan as Greater China or Asia HQ*
35% 45% 42.9
30% 40%

35%
25%
30%
20% 25%
15% 20%
15%
10%
5 0 10%
5% 504 -
0% ! 0% - T
Very I|kely Likely Neutral Unlikely Likely Neutral Unlikely No
*Based on companies which currently do not have their HQ in Taiwan
» 3/4 do not expect corporate Greater » 7% consider to establish a regional HQ in
China strategy adjustments by HQ Taiwan
» 1/4 expect changes due to improved » 18.5% of companies already have their
cross-straits relations Greater China or Asia HQ in Taiwan

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Greater China Strategy

Cooperation with local companies for entering the
Chinese market

35.0%

30.0

30.0% -

25.0% -

20.0% -

15.0% -

10.0% -

5.0% -

0.0% -
No Unlikely Neutral Likely Already cooperate

 Largest share of companies will not consider a cooperation
« Slightly more companies find a cooperation likely than unlikely

Press Conference, Taipei, July 24th 2012 Business Confidence Survey 2012
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Thank you very much
for your attention.

German Trade Office Taipei
(o S ] g

www. taiwan.ahk.de
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