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I . Basic Information
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I-1. Key Economic Indicators for Asia

Country/Region Taiwan Mainland China South Korea Hong Kong
5.7

Population (millions) 23.3 1,411.4 124.6 51.6 125

Nominal GDP (US$100 million) 7,519 177,009 42,309 17,092 3,855 4,973
Real GDP growth rate (y-o-y, %) 0.8 5.0 2.0 1.4 4.4 1.0
GDP per capita (US$) 32,340 12,541 33,950 33,147 51,168 87,884
Estimated GDP growth rate (2024, %) 3.0 4.2 1.0 2.2 2.9 2.1

Credit rating (S&P) as of Sep 2023

AA+ A+ A+ AA AA+ AAA

Population (millions) 33.1 70.2 100.4 112.9 277.4 1,428.6
Nominal GDP (US$100 million) 4,309 5,122 4,334 4,357 14,174 37,322
Real GDP growth rate (y-0-y, %) 4.0 2.7 4.7 5.3 5.0 6.3
GDP per capita (US$) 13,034 7,298 4,316 3,859 5,109 2,612
Estimated GDP growth rate (2024, %) 4.3 3.2 5.8 8.8 5.0 6.3
Credit rating (S&P) as of Sep 2023 A- BBB+ BB+ BBB+ BBB BBB-

Note 1: Data are for 2023; estimated GDP growth rates are for 2024, and italicized data are IMF estimates.

S&P rating criteria:
A: An obligor rated ‘A’ has strong capacity to meet its financial commitments but is somewhat more susceptible to the adverse effects of changes in
circumstances and economic conditions than obligors in higher-rated categories .
BBB: An obligor rated ‘BBB’ has adequate capacity to meet its financial commitments. However, adverse economic conditions or changing
circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial commitments.
BB: An obligor rated ‘BB’ is less vulnerable in the near term than other lower-rated obligors. However, it faces major ongoing uncertainties and exposure
to adverse business, financial, or economic conditions, which could lead to the obligor’s inadequate capacity to meet its financial commitments.

Note 2: As of September 30, 2023, for the S&P credit rating

Source: Compiled by MHBK’s Global Strategic Advisory Dept. based on the IMF’s World Economic Outlook Database October 2023 Edition and S&P’s website.
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I-2. Basic Data and Overview
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Population

Approx. 23.42 million (December 2023)

Square area

36,000 square kilometers (slightly smaller than Kyushu in Japan)

Major city Taipei, Taichung, and Kaohsiung

Topography Two-thirds of the island is covered by high mountains and forests. The central part of the
island is mountainous, and most of the flat land is in the west.

Climate Across the Tropic of Cancer, which runs through the center of the main island of Taiwan,
the north is subtropical, and the south is tropical. The region has long summers and short
winters, and there are no four distinct seasons. Typhoons pass through from summer to
fall.

Language Chinese, Taiwanese, Hakka, etc.

Ethnicities Han Chinese (more than 90%), indigenous inhabitants (16 ethnic groups), newcomers
(newly acquired Taiwanese citizenship)

Religions Buddhism, Taoism, Christianity

Political A demaocratic republic based on the Three Principles of the People (Demaocracy,

system Nationalism, and People's Livelihood); separation of the five branches of government
(executive, legislative, supervisory, judicial, and examining)

Presidency Tsai Ing-wen (Vice President: Lai Ching-te) as of March 2024*

(Lai Ching-te will take over as president, and Hsiao Bi-khim will take over as vice
president on May 20, 2024.)

Major Electricity & electronics, chemicals, steel & metals, machinery

industries

GDP Nominal: US$756 billion (2023)

Per capita: US$32,327 (2023)
Currency New Taiwan Dollar (NTD) 1NTD=4.7 yen (as of February 1, 2024)

Overview

® The region has built an export-oriented economy on the government's initiative after laying the
economic foundation with U.S. assistance after World War 1.

@ Since 2000, net exports have been the engine of economic growth, with electronic components such
as semiconductors driving exports.

Source: Compiled by MHBK'’s Global Strategic Advisory Dept. based on materials from the Ministry of the Interior of Taiwan, Executive Yuan, and “Taiwan (Basic
Data)” of the Ministry of Foreign Affairs of Japan, etc.
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I-3. Economic Structure (1): Industrial Characteristics

accommodation/restaurants, and finance/insurance.

B The manufacturing industry grew from 32% of Taiwan's GDP in 2011 to 39% in 2022, mainly due to the growth of the
semiconductor manufacturing industry, including EMS (electronics manufacturing services, contract manufacturing of electronic
devices) and electronic components. The weight of the manufacturing industry tends to increase year by year.

B The service industry, which accounts for about 60% of the total, is mainly composed of wholesale/retail trade,

GDP composition by industry (comparison of 2011 and 2022)
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Source: Compiled by Mizuho Research & Technologies based on CEIC Data
© 2024 Mizuho Bank, Ltd. | 5




I-3. Economic Structure (Industry/Trade) (2): Imports and Exports

B In 2023, exports amounted to US$432.5 billion, with imports at US$351.9 billion. Machinery and electrical equipment account for a
large share of both exports and imports, as the EMS and semiconductor industries are driving the growth of Taiwan's economy.

Export composition (2023)
Exports by goods
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Source: Compiled by Mizuho Research & Technologies based on Ministry of Finance of Taiwan
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I-4. Economic Environment (1): Mid- to Long-term Growth Trends

B Taiwan's industry is primarily export-oriented, making it vulnerable to trends in the global economy. Since the Tsali
administration took office in 2016, the export-driven economy has remained strong against the backdrop of global
economic recovery. Economic growth is particularly high at 6.53% in 2021 due to the successful control of COVID-
19 infections and active semiconductor exports and capital investment.

B From 2022, the economic growth rate has declined in tandem with the global economy but is expected to return to
a recovery trend in 2024.

Trends in nominal GDP and real GDP growth rates
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Source: Compiled by MHBK’s Global Strategic Advisory Dept. based on the IMF’s World Economic Outlook Database October 2023 Edition
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I-4. Economic Environment (2): Trends in the GDP Growth Rate

B The economic growth rate for 2023 was 1.4%—the lowest level since 2009—reflecting the semiconductor recession and the sluggish
Chinese economy. On the other hand, "private consumption” was 8.41%—the highest level in 29 years since 1994. The repercussion
effects on consumption and overseas travel after the COVID-19 pandemic seemed to boost private consumption. The economic
growth rate is projected to be 3.35%* in 2024 due to the recovery of exports and investment.

B Although the economic growth rate has been declining since 2022 in conjunction with the global economy, it is expected to be on a
recovery trend by 2024.

GDP per capita, economic growth rate, ) .
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GDP per capita  Source: Compiled by MHBK’s Global Strategic Advisory Dept. based on Directorate General of Budget, Accounting and Statistics (DGBAS)
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I-5. Political Situation: Result of the 2024 Presidential Election

B The pair of Lai Ching-te and Hsiao Bi-khim of the ruling Democratic Progressive Party won Taiwan's presidential
election on January 13, 2024, with 5,586,109 votes (40.1% of the vote). This is the first time that the same political

party has won a third term since the region’s first direct election in 1996.

B On the other hand, the election of members of the Legislative Yuan (equivalent to a national assembly or national
legislature) held on the same day resulted in the ruling party falling short of a majority with 51 out of 113 seats,
making political cooperation with the Taiwan People's Party, the second largest (opposition) party, essential for the

smooth functioning of the government.

Result of the presidential election Result of the Legislative Yuan member election

2020 2024

Democratic Progressive Party
People First
Party
sung Chu-yu  ——
608,590
votes
4%

Taiwan Nationalist Party

Other

2020

L JeU
I °

Taiwan Taiwan People’s Party 5

People's Party Democratic

i s Ko Wen-je Progressive ‘

Taiwan
Nationalist Democratic 3,690,466 votes Party
Party Progrefyswe 26.5% Lai Ching-te
ar
Han Kuo-yu 5,586,019 2024

Tsai Ing-wen
votes

40.1%

5,522,119
votes
38.6%

8,170,231
votes

Taiwan
Nationalist Party

Taiwan Nationalist Party

52

57.1%

Hou Yu-ih

4,671,021 votes
33.5%

Democratic Progressive Party
Taiwan People’s Party

Other

51

Source: Compiled by MHBK’s Global Strategic Advisory Dept. based on local media coverage on elections
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I-6. Economic Characteristics

Many of the companies operating in Taiwan are global companies that hold world-leading market shares in the electrical and
electronics industry. In particular, EMS company Hon Hai Precision Industry and semiconductor foundry Taiwan Semiconductor
Manufacturing Company (TSMC) are the world's largest players in the industry. Taiwan's semiconductor industry plays an important

role in the global supply chain.

Global companies in Taiwan (in order of revenue)

Sem|conductors (logic)
EMS

Personal computers
EMS

EMS

Oil refining

Electronic components and semiconductor trading

Maritime transportation

Electronic components and semiconductor trading
Semiconductor testing and back-end process

outsourcing

Semiconductor (fabless)
EMS

Personal computers

Dairy & dairy products

Blast furnace steel

Personal computer specialty retail
Power products
Petrochemistry

Maritime transportation
Electronic circuit boards
General-purpose computers
Convenience stores
Semiconductors (logic)
Personal computers

Shoes & footwear
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Hon Hai Precision Ind. Co., Ltd.

Taiwan Semiconductor Manufacturing Co., Ltd.

Pegatron Corporation

Quanta Computer Inc.

Compal Electronics, Inc.

Wistron Corporation

Formosa Petrochemical Corp.

WPG Holdings Limited

Evergreen Marine Corp. (Taiwan) Ltd.
WT Microelectronics Co., Ltd.

ASE Technology Holding Co., Ltd.

Mediatek Inc.

Inventec Corporation

Asustek Computer Inc.

Uni-President Enterprises Corp.

China Steel Corporation

Synnex Technology International Corp.
Delta Electronics, Inc.

Formosa Chemicals & Fibre Corporation
Yang Ming Marine Transport Corp.
Nan Ya Plastics Corporation

Wiwynn Corporation

President Chain Store Corporation
United Microelectronics Corp.

Acer Incorporated

Pou Chen Corporation

222,958
69,440
44,329
43,079
36,108
33,126
28,532

26,082
21,104
19,217

18,692

18,464
18,227
18,073
17,657
15,125
14,284
12,934
12,781
12,647
11,950
9,853
9,771
9,377
9,266
9,000

Source: Compiled by MHBK’s Global Strategic Advisory Dept. based on company websites
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II. Investment-related Information

MIZWHO © 2024 Mizuho Bank, Ltd. | 11




I-1. Attractiveness and Challenges of Investing in Taiwan

B Geographically and culturally close to Japan, pro-Japanese, and with excellent human resources

B With a wide network of overseas Chinese, attracting many foreign companies with an eye on developing
markets in Mainland China and neighboring countries in Southeast Asia, etc.

B Lower barriers to entry compared to other countries due to proactive acceptance of foreign investment

B Meanwhile, there are some issues such as political relations with Mainland China and a shrinking market due to
a declining birthrate and aging population.

Attractiveness

Chinese cultural zone

Sophisticated market

Stable political and
economic environment

Good security and comfortable living
Proactive foreign investment policy
Quality human resources

Well developed infrastructure

MIZWHO
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Challenges

Political relations with
Mainland China

High labor costs

Limited intra-regional market

Declining birthrate and
aging population

Source: Compiled by MHBK’s Global Strategic Advisory Dept.
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|I-2. Direct Investment Trends (1): Major Direct Investments in 2023

B The direct investment in Taiwan by overseas Chinese and foreign capitals (excluding Mainland China) in 2023 amounted to
US$11,254.77 million, a decrease of 15.4% from the previous year. This was the third highest level since 2008, following 2022 (approx.
US$13.3 billion) and 2018 (approx. US$11.4 billion).

[

The leading investor was Singapore, with US$2,281.642 million (up approximately 4.7 times from the previous year) due in part to large
investment by DBS Bank in its Taiwanese subsidiary. The second largest investor, Germany, increased its capital by about 15.5 times
to US$1,553.004 million, due partly to a large capital increase by Yunlin Holding GmbH, a German-affiliated wind power generation
company. The U.S. also was investor with Microsoft increasing their capital by 2.3 times to US$933.146 million.

Direct investment by overseas Chinese and foreign capital in 2023

Inward direct investment from overseas investors as a
percentage of total inward direct investment by country/region Breakdown of investment amount by industry

Metal product Real estate:
manufacturing: 2%
2%

Electronic parts

manufacturing:
Sstré?,/r Singapore 4%

=70 20.3% -

Information and

Japan communications:
5.5% 6%

Total Professional Total Finance and
' US$11,254.77 scientific and US$13,303.27 BRUETIENS

million technical million 48%
services:
6% Wholesale
and retail:

9%

Electricity and

gas supply:
14%

Canada
9.7%

Source: Compiled by MHBK’s Global Strategic Advisory Dept. based on material from Department of Investment Review, Ministry of Economic Affairs
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|I-2. Direct Investment Trends (2): Trend of Japan’s Direct Investment in Taiwan

B From 1952 (when statistics began) to 2023, Japan’s cumulative investment in Taiwan is US$26.51892 billion—the fourth highest in the
world.

B Until the mid-2000s, investments were mainly made in the manufacturing sector. However, from 2010, investments in the services
sector, such as food services and retail, increased rapidly, reaching a record high of 619 investments per year in 2012. Affected by the
COVID-19 pandemic, while both the number/size of investments showed a downward trend in 2020 and 2021, 2022 saw a reversal
due to large-scale investments. Although the investment value shrank due to a reaction in the following year of 2023, the number of
investment cases remained at the same level as the previous year, with 216 cases.

Number and amount of investment in Taiwan by Japanese companies

Unit: US$ million Unit: Number of investments
1,800 700
1,699

1,600

600
1,400

500
1,200
1,000 400

800 300

620

600 549

200

|_|
- - 400 445 414 409

1990 91 92 93 94 95 96 97 98 99 2000 01 02 03 04 05 06 O7 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23

400

100
200

0

Source: Compiled by MHBK’s Global Strategic Advisory Dept. based on material from the Department of Investment Review, Ministry of Economic Affairs
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|I-2. Direct Investment Trends (3): Japanese Direct Investment in Taiwan (2023)

B In 2023, Japan’s direct investment in Taiwan totaled US$ 620.17 million, significantly below the record high seen in 2022
(US$ 1,699.41 million). The decline in 2023 was likely due to a reaction to several large-scale investment (and capital infusions)
cases in 2022, such as Hitachi’'s investment in Yungtay Engineering Co. Ltd (a major elevator manufacturer in Taiwan), and Mitsui
O.S.K. Lines’ investment in offshore wind power companies.

B The total number of direct investments was 216, the same level as in 2022 (218 cases). By industry, the highest number of cases was
in the wholesale and retail trade sector, with 73 cases. Other high levels of investment were maintained in the professional, scientific,
and technical services industries, such as law and accounting firms, architectural design, R&D, and system processing, with 33 cases
consistent with the 54 cases in 2022 and 31 cases in 2021.

Japan’s capital investment in Taiwan

Japan's direct investment in Taiwan in 2023 (size)

Transportation and
warehousing
Real estate 1%
Machinery and equipment 1% Other
manufacturin
o 9 7%
Information and communications

4%
Construction 4%
il Finance and
US$620.17
Wholesale and retail

insurance

Bo% million 53%
Professional, scientific
and technical services
9%

non-metallic mineral
product manufacturing
11%

Japan's direct investment in Taiwan in 2023
(number of investments)

Food manufacturing
3%

Other
0
Electric power equipment 15%
manufacturing Wholesale and
3% retall
Real estate 4% 34%
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Construction 4% — investments

Finance and insurance

Professional,
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) technical services
Information and 15%

communications
6%
Accommodation and restaurants
11%

Source: Compiled by MHBK’s Global Strategic Advisory Dept. based on material from Department of Investment Review, Ministry of Economic Affairs
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I-3. Regulations for Foreign Investors

B Investments by overseas Chinese and by foreign nationals* are free in principle, and more than 95% of Taiwan's investment items are
open to them. However, investments in industries on the "Negative List for Investment by Overseas Chinese and Foreign Nationals"
are restricted or prohibited.

B The "Statute for Industrial Innovation" was promulgated on May 12, 2010, replacing the “Statute for Industrial Advancement
Promotion,” which played a central role in Taiwan's industrial promotion and development policy, to promote the diverse development
and innovation of Taiwan's industry, as a whole.

B If the amount of direct or indirect investment by a Chinese company exceeds 30%, it must be approved under the "Regulations
Governing Approval of Investment in Taiwan by the People of the Mainland Area.” In addition, only industries listed in the "ltems of
Investment in Taiwan by the People of the Mainland Area" are allowed to invest.

* Refers to investments by foreign and regional companies and individuals outside of Mainland China

Regulations on investment by foreign national Preferential treatment

Investment allowed in non-negative listed industries Promoted industries

No specific industries are promoted under the Statute
for Industrial Innovation, but research and development
IS encouraged.

Prohibited and restricted industries

Prohibited industries:

Broadcasting and television industry, manufacture of

hazardous materials, etc.

Investment-restricted industries: Preferential treatment

Finance, insurance, air cargo contracting, etc. 1. Tax benefits

Other major regulations Low-interest credit

* Restrictions on inviting and hiring foreign nationals

* Restrictions on minimum capital abolished in June
2009

Preferential accommodation at science parks
Free economic model zone
Others

a M wbd
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Il. Establishing a Local Subsidiary
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llI-1. Major Business Models

B There are four types of companies operating in Taiwan: representative office, branch, local subsidiary, and construction office.

B Foreign Investment Approval ("FIA") is required when the total amount of shares or capital contribution by a foreign corporation or
foreign-invested enterprise exceeds one-third of the total shares or capital of the enterprise. While FIA requires the permission
from the Investment Commission of the Ministry of Economy, under the Foreign Investment Law, obtaining it grants benefits.

B Taiwan adopts the "invoice method" in which the invoice is a requirement for the deduction of purchase tax (the specified invoice is
called the "Government Uniform Invoice").

Comparison by type of establishment

| Local subsidiary
Purpose of establishment Market research, bidding, etc.  Business in general Business in general S::tir;ctmn El B\
Legal entity status No Considered as having the status Yes No
Time required for establishment JRlelaliy} 2.5 months 2.5 months 1 month
: : . . ' 20% of profit or 3% of contr
Corporate income tax in Taiwan 20% of profit 20% of profit vgluoeo profit or 3% of contract
Requwement_ fer ISsuing Not required Required Required Required
government uniform invoices
® No business activities ® The scope of business is ® Independent overseas ® Request for de-registration
permitted based on that of the head corporation is required after termination
_— office, in principle. ® Corporate income tax is of a specific contract.
Characteristics : . .
@ Corporate income tax is assessed on worldwide
assessed on income income.

sourced in Taiwan.

Benefits of FIA certification

® Free remittance of profits earned in Taiwan to home country/region in foreign currency guaranteed

® No restrictions on the ratio of capital contribution (except for certain industries)

® Exempt from restrictions on the shareholding ratio of foreign capital, the number of foreign shareholders, and the nationality and place of residence
of foreign representative directors, auditors, etc.

® No expropriation within 20 years of opening of the company if 45% or more of the capital is continuously invested in accordance with the Statute for
Investment by Foreign Nationals

® No obligation to assign cash capital increase to employees if 45% or more of the capital is continuously invested in accordance with the Statute for
Investment by Foreign Nationals

® Relatively easy to apply for and obtain a residence visa

Source: Compiled by MHBK’s Global Strategic Advisory Dept. based on public information
MIZWHO © 2024 Mizuho Bank, Ltd. | 18
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lll-2. Flow of Office Establishment

Representative office Local subsidiary

Japan ® Procedures in Japan
v" Proposal of company name, (dispatched) directors, and business items in Taiwan
v' Preparation of necessary documents (certified copy of company registration, power of attorney to an agency for registration procedures in
Taiwan, etc.) (1 business day) .
v
¢ 1. Pre-screening of company name and business items (Central Region Office, Ministry of Economic Affairs) (2-3
1. Application for incorporation business days)
(Central Region Office, Ministry of v
Economic Affairs)
(7-10 business days)

2. Procedures for opening preparatory bank accounts (bank used for account opening) (10-15 business days)

3. Branch: Application for establishment registration (Central Region Office, Ministry of Economic Affairs) (3-5 business
days)

— Local subsidiary: Application for Foreign Investment Approval (FIA) to the Department of Investment Review, Ministry of

Economic Affairs (7—10 business days)

2. Application to obtain a taxpayer number

(Central Region Office, Ministry of v
Economic Affairs) 4. Completion of account opening and remittance of capital of the company (working capital for branches) (bank used
(5-7 business days) for company’s business)

v

5. Branch: Audit of the working capital (certified public accountant) (1-2 business days)
Local subsidiary: Examination of the invested capital (Department of Investment Review, Ministry of Economic Affairs)
(3 business days)

Taiwan v

3. Opening a bank account
(Bank used for company’s business)
(10-15 business days)

6. Branch: Operating capital examination and establishment approval (Central Region Office, Ministry of Economic
Affairs) (3—5business days)

Local subsidiary: Application for registration of establishment (Competent authority of registered place) (7—10 business
days)

7. Local subsidiary only: Application and registration of the corporation card (Ministry of Economic Affairs ) (1-2
business days)

8. Pre-screening of the English company name and importer/exporter registration (Burau of Foreign Trade, Ministry of
Economic Affairs) (1-2 business days)

9. Business registration (National taxation bureau of the registered place) (7—10 business days)

Source: Compiled by MHBK’s Global Strategic Advisory Dept. based on public information
MIZWHO © 2024 Mizuho Bank, Ltd. | 19
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IV. Tax Regime
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IV-1. Tax Regime - Corporate Tax, Withholding System for Non-Residents

B The profit-seeking enterprise income tax (corporate income tax) is 20% (25% until FY2009, which was reduced to 17% in FY2010
and then increased to 20% in FY2018).

B In Taiwan, if a company does not distribute profits earned in the previous year, a 5% retained earnings tax (corporate income tax)
is levied on the undistributed profits.

B The Taxation Agreement between Japan and Taiwan has been in effect since January 1, 2017. Under the Taiwan Income Tax Act,
the withholding tax rate on dividends for non-residents is 21%, the withholding tax rate on bonds, short-term bills, securitized
instruments, and transactions with conditions is 15%, and the withholding tax rate on royalties is 20%, all of which are reduced to
10% upon application of the Taxation Agreement between Japan and Taiwan.

Profit-seeking enterprise income tax _ _ _
(corporate income tax) Non-resident withholding system
Profit-seeking enterprise income tax (corporate income tax) Major withholding tax rates for non-residents
Taxable income Tax rate Item Tax rate
NT$120,000 or less 0% Dividends 219%2
Over NT$120,000 (Note) 20% Interest (bank) 15%
2
Tax on undistributed profits (retained earnings tax) Royalty 20%
Taxable profits Tax rate Salary and retirement income 18%
Undistributed profits 5% Commissions 20%
Notel:_ , i Note2: 10% after the application of the Japan-Taiwan taxation agreement.
+ Maximum tax amount: Half of the taxable income in excess of NT$120,000

+ Tax rate may vary depending on the fiscal year.

Source: Compiled by MHBK’s Global Strategic Advisory Dept. based on public information and JETRO’s website
© 2024 Mizuho Bank, Ltd. | 21

MIZWHO

—



Disclaimer

B _© Z)ZZMTZUFO Fina_ncal G_rou_p,l_nc._ __________________________ I

accurate. MHFG accepts no responsibility for the accuracy or appropriateness of such information. Upon using this
document, if considered appropriate, or if necessary, please consult with lawyers, CPAs and tax accountants. This document
may not be altered, reproduced or redistributed, or passed on to any other party, in whole or in part, without the prior written

|

l
recommendation or solicitation for sales. This document has been prepared based on information believed to be reliable and I

l

|
consent of MHFG.

l
|
I This document has been prepared solely for the purpose of providing information to customers. This document is not a
|
l
|
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