Alive in the bitter sea (part 6)
The story continues ...
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The story so far...
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« 2016’ growthI[3projectedto be 1.06%, down 0.41%0mF e b r uf@ecast’ s



...shows consumers cautious...

The growth rate of private consumption (yoy)
DGBAS 05/2016
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» Realprivate final consumption grew by 2.19%@Y) in 2016Q1, mainly reflecting the
Increase of consumption on health, transport, communication, clotandfootwear, as
well asrestaurantsand-hotels.

e 2015 :revisedto 2,34%from 2,58% ; 2016revisedto 1,46%from 1,36%.

* Real private final consumption is pro%ected to grow 1.46% at a modest path, reflecting
Tai wan’s sl uggi s economy and | ow wage ¢






...and the Taiex fairly steady
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A muted outlook for global growth




Global economy is « urgent priority »

« Japan pumpingup the worldeconomyis an "urgentpriority ».

« Wrappingup their meeting in rurallapan the leaders of the Group &evenendorseda pick-and-mix
approachto dealingwith the malaisehat haslingeredsincethe globalfinancialcrisisstruckin 2008

http:// www.chinapost.com.tw/asia/japan/2016/05/27/467471/pl1l/Globabonomy.htm

Tsai urged to focus on attracting investment:

« Chinese\ational Association dhdustryand Commercel( b ) Chairman Likorfong, speakingo
reporters,saidTsali'plan toprioritize Taiwaninvestmentin SoutheastAsiashouldbe complementedwith
attention to investmentin the U.S., Europe andainlandChina

http:// www.chinapost.com.tw/taiwan/business/2016/05/19/466611/Investaggeing.htm



http://www.chinapost.com.tw/asia/japan/2016/05/27/467471/p1/Global-economy.htm
http://www.chinapost.com.tw/taiwan/business/2016/05/19/466611/Investors-eyeing.htm

Brexit ‘huge blow’ to UK economy

« The World Trad©rganisation hag/arnedthat the UKeconomyrisksa "hugeblow” if it
relies on theagency'global tradingulesin the case of an Eldavevote.

« "If Britainleft the EuropeanJnionit would not have a singlpassportand manyfinancial
servicexxompaniegnight say'we can'thaveour headquarteran a countrythat is outside

the Europeanunion’ andthey mightwell move

 Br 1| tleadingtaxsandspendinghinktank, the Institute for Fiscabtudies haswarned
that leavingthe EuropeanuJnionwould force ministersto extendausteritymeasuredy up

to two yearsto achievea budget surplus

http://www.bbc.com/news/uk-politics-eu-referendum-36401578



http://www.bbc.com/news/uk-politics-eu-referendum-36401578

Regional perspective




Asia and Pacific outlook: still leading global growth

GDP Growth({%)] || Inflation, CPI (%) | |Exchange rate to US51

2015 2016 2017 || 2015 2016 2017 2015 2016 2017
Japan 0.5 0.3 0.6 0.8 0.1 0.7 121 108 115
China 6.9 6.5 6.2 1.4 26 33 623 6.51 6.75
Hong Kong 2.4 1.3 1.6 3.0 21 22 7.75 778 7.75
Taiwan 0.7 0.2 2.0 -0.3 1.2 1.3 319 329 329
South Korea 26 1.7 1.8 0.7 12 14 1,133 1,192 1,175
Indonesia 4.8 5.2 5.8 6.4 42 A7 13,389 13,358 13,750
Malaysia 5.0 34 3.4 2.1 32 25 390 407 3.92
Philippines 5.9 6.7 6.0 1.4 1.5 2.4 45.5 46.7 46.0
Singapore 20 1.8 2.8 -0.5 -0.4 0.6 1.37 1.40 1.43
Thailand 28 33 4.3 -0.9 0.1 1.3 342 357 36.6
Vietnam 6.7 4.8 6.1 0.6 18 25 21,677 22180 23,000
India (CY) 7.3 6.4 6.6 4.9 53 5.8 64.1 66.8 59.3
Australia 25 1.9 21 1.5 16 2.2 1.33 1.38 1.44
MNew Zealand 34 25 28 0.3 09 20 1.43 1.47 1.41

Sources: CEIC, central banks, and national statistics offices. Forecasts are by IMA Asia.



Fortune: China economy loosing momentum

» After showingsomehope 1 n March, China’s &ec
malaise in April.

* New data released today shows industrial profits slowed way down in the
month. Industrial profit growth slowed to 4.2% yeaweryear, down
almost 7 percentage points. Profit growth at stai@ned enterprises fell to
-7.8%. Combined with lower sales growth and investment returns, this
drop reversed the strong business rebound in March.

* Investment factory output, and retail sales all missed estimates in April.

o http://ffortune .com/2016 05 27/china-economymomentum

(


http://fortune.com/2016/05/27/china-economy-momentum/

Taiwan’s economic outlook




Taiwan’s Key Indicators 2016 (DGBAS 05/2016)

GDP Growth

Private Final
Consumption
Exports &
Goods

Imports

CPI
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1.06% 0.41)

2.19% (+0.95)| 1.07% 1.52% 1.04% 1.46 (+0.1)
-4.06% 0.13) |0.29% 4.43% 4.39% 1.34%
-1.05%40.11) |0.42% 4.37% 4.38% 2.06%
1.75% 1.29% 0.66% 0.59% 1.09% (+0,4)




DGBAS: Taiwan’s report

 With a subdued outlook for the world economy and China's import
Substitution strategy,estrhimadwan’ s e X

* Real private final consumptionasa modest pat h, ref |
sluggish economy and low wage growth

« Consumer price Indices (CPI) will incredaseausedamage of extreme
weather brought high prices of vegetables and fruits in the first quarter

* http:// eng.stat.gov.tw/public/data/dgbas03/bs4/ninews e/10505/enewtot
al10505.pdf



http://eng.stat.gov.tw/public/data/dgbas03/bs4/ninews_e/10505/enewtotal10505.pdf

Apple’s Iphone 7 shakes the house

« 3 weeks ahead dhpple WorldwideDevelopergonferencerumorsof Apple
askingfor 72 million smartphones production, 10% manan expectedledto
talwanesecompan|esstockr|smg

Pegatron(assembler) +9.9%

CatcherTechnologychassisupplier) +9.7%

TSMC (chip) +3.7%

Hon HaiPrecisionndustry(assembler & components) +4.59%

LarganPrecisioncamera) +2.6%

 Earlier this year, Appleosted its first quarterly revenudeclinepushingthe
Taiwanesesuppliersn adownwardspiral

o http:// www.benzinga.com/tradingdeas/longideas/16/05/8017135/taiwans
stoclkemarketsurqgesftollowing-reports-apple-supplych



http://www.benzinga.com/trading-ideas/long-ideas/16/05/8017135/taiwans-stock-market-surges-following-reports-apple-supply-ch

Good news for the IT sector

Hon Hai buys Microsoft mobile business in joint venture with Nokia: firm

* FIH Mobile, aubsidiaryof Hon HaPrecisionndustry will take over Microsoft'sfeature phone
business for US$354illion.

http:// www.chinapost.com.tw/taiwan/business/2016/05/19/466631/Ha#al.htm

Investors eyeing « Internet of Things » market opportunities

 |Investorsare eyeingthe enormousbusinespportunitiesfrom the "Internet of ThinggloT)"
market, which someanalystsestimatewill reachasmuchUS$11 trillion gearin 2025.

« TheloTpromisesstronggrowth asinvestmentsincreaseandefficiencyat relatedfirmsin the
sectorimproves FuHwasaid

http:// www.chinapost.com.tw/taiwan/business/2016/05/19/466611/Investargeing.htm



http://www.chinapost.com.tw/taiwan/business/2016/05/19/466631/Hon-Hai.htm
http://www.chinapost.com.tw/taiwan/business/2016/05/19/466611/Investors-eyeing.htm

April 2016 Taiwan PMI and NMI



A mixed set of results shown by the NDC version of April’s PMI/NMI

« The Taiwan Manufacturing PMI registered 54.6 percent in April, indicating
expansionn the manufacturingsectorfor the secondconsecutiveamonth.

* The non-manufacturing sector failed to rise up momentum and contracted
followingonly one month of growth.

« TheTaiwanNMl fell 1.7 percentagepointsto 48.8 percentin April.



NDC: April 2016 Taiwan Manufacturing PMI

Chart 1: Time Series of Taiwan Manufacturing PMI
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Industry by industry ...

Chart 2: Performance by Industry
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NDC: April 2016 Taiwan Non Manufacturing Index

Chart 1: Time Series of Taiwan NMI
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NMI Industry by industry ...

Chart 2: Performance by Industry
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What the NDC says, in full about the PMI...

Summary

»

VV V¥V V V¥V vV VV V¥V

The Taiwan Manufacturing PMI registered 54.6 percent in April, indicating expansion in the manufacturing sector for the
second consecutive month.

The March Indexes of New Orders and Production figured above the 60.0 percent were mainly caused by low marks in
February, while both indexes showed continued growth in April and registered 57.4 and 59.3 percent, respectively.

The Employment Index decreased 1.3 percentage points to 50.0 percent in April.

The Supplier Deliveries Index registered 52.3 percent in April, indicating the delivery performance of suppliers to
manufacturing sectors was slower following only one month of faster deliveries.

The Inventories Index increased 5.4 percentage points to 53.8 percent in April, and is the first reading above 50.0 percent
in the past eleven months, as well as the highest reading reported since April 2014.

The Prices Index registered 59.9 percent, an increase of 2.9 percentage points from March and also the highest level
recorded by this index since March 2013.

The Backlog of Orders Index registered 54.4 percent in April, indicating a growth trend for two consecutive months and
also the highest level recorded since June 2014.

Exports and Imports by manufacturers remained growing trend for the second consecutive month as the Exports and
Imports Index registered 56.4 percent and 51.7 percent in April respectively.

The Six-month Outlook Index registered 56.7 percent in April and recorded its highest reading since May 2015.

All the manufacturing industries categories reporting growth in April in the following order: Chemical, Biological &
Medical (61.5%); Electrical & Machinery Equipment (61.2%); Basic Matenials (57.1%); Foods & Textiles (52.5%);
Transportation Equipment (52.4%) and Electronics & Optical (51.6%).




Summary

»  The non-manufacturing sector failed to rise up momentum and contracted following only one month of growth. The
Taiwan NMI fell 1.7 percentage points to 48.8 percent in April.

»  Both Business Activity and New Orders Indexes turned from growing to contracting and dropped 2.8 and 4.9
percentage points to 47.8 and 47.0 percent, respectively.

»  Non-manufacturing employment contracted for the third consecutive month while the Employment Index rose from its
historic lowest reading of 45.6 percent to 48.6 percent in April.

»  The delivery performance of suppliers to the non-manufacturing sector was slower for twenty-one consecutive months
while the Supplier Deliveries Index decreased by 2.2 percentage points to 51.9 percent in April.

»  The Inventories Index increased for the second consecutive month and registered 51.7 percent in April.

»  The prices paid by the non-manufacturing sector are keep raising for the fourth consecutive month as the Prices Index
increased 5.3 percentage points to 56.9 percent and recorded the highest indexing since November 2014.

»  Non-manufacturers' order backlogs contracted continuously for thirteen consecutive months as the Backlog of Orders
Index registered 0.1 percentage point lower than the 41.6 percent in March.

»  Non-manufacturers experienced inflationary pressure on their purchases but priced lower service fees for the past
twelve months as the Service Charge Index registered 46.8 percent in April.

»  The Six-month Outlook Index still fell below the middle point (50.0%) for the eleventh consecutive month, while the
Six-month Outlook Index further increased 2.4 percentage points to 40.5 percent.

»  Of the eight non-manufacturing industries categories, four are reporting growth in the following order: Fin & Ins

(57.0%); Ed/Pro/ST (56.3%); Inf/Com/BC (51.2%) and Trans & Stor (50.7%). While others are reporting contraction
in the following order: Ret (40.1%); Acc & Food (43.3%); Con & RE (46.8%) and WS (48.1%).



