REAIFEL I
Report to shareholders
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2017 in retrospect, the global economy has entered an upward cycle and emerged from the
stagnation of growth. Since the first half of the year, economies of advanced countries have
benefited from a leading recovery, driving real economic momentum such as global investment,
trade, industrial production, etc. Enterprises and consumers have regained confidence and
financial market transactions have been active. Nearly 75% of the world’s economies have
accelerated growth at the same pace, and their economic growth has outperformed expectations.
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2018 in prospect, as the economic growth in emerging markets and developing countries
continues to improve, the global economic growth recovery is expected to further expand and
the short-term global economy will continue to grow. According to the forecast of IHS Markit in
December 2017 cited by Chung-Hua Institution for Economic Research, the global economic
growth rate in 2018 is about the same as that in 2017, which is about 3.2%, which is the peak of
growth in recent years. The forecast value of the economic growth of the developed countries is
about 2.3%, which is about the same as that in 2017. The developing countries will grow 0.2
percentage points from the previous year to 3.6%; emerging market countries will grow the most
robust with a growth rate of approximately 4.8%.
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Benefiting from the favorable international economic prosperity, Taiwan’s economic
indicators, such as industrial production, prosperity signals, export orders, and import and export
amounts, have continued to grow. Taiwan Institute Research revised its estimated economic
growth rate by 2.53% for 2017. Outlook in 2018, the growth performance of advanced countries
will be flat, and the growth rate of global trade will be slow. Taiwan Institute Research estimates
that the economic growth of Taiwan in 2018 will be held steady and its estimated annual
economic growth rate in 2018 is 2.31%; Chung-Hua Institution for Economic Research predicts
2.27% in 2018.
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The operating areas of Weikeng Group are mainly in Greater China (Taiwan, Hong Kong,
China) and Southeast Asia (Singapore, Philippines, Malaysia, Thailand, and Vietnam), so the
operating conditions are affected by the economic conditions of the regional markets. According
to the prediction of IHS Markit in December 2017, the forecast of growth trends from 2017 to
2018 for some countries in China and Southeast Asia are as the following:

Country China Singapore | Malaysia Thailand | Philippines | Vietnam

Growth
Trends

6.8=>6.5% | 3.6=>2.6% | 5.9=>5.4% | 3.8=>3.5% | 6.6=>6.5% | 6.5=>6.4%
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The global economic growth performance in 2017 was better than originally expected.
With the support of all shareholders and the efforts of the Company’ s colleagues, the
consolidated revenue of Weikeng group for 2017 was approximately NT$51.929 billion, a

growth of 18.72%, and the pre-tax net profit was approximately NT$827 million, a growth of
75.64.
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In 2018, the Company will continue to work hard with the 2017 operation base. Based on
the new development of electronic products for downstream customers, the changing needs of
generations of products, and the development focus of the electronics industry in each regional
market, the Company and its affiliates will actively respond to the development of different
product strategies, promptly and effectively win the relevant franchises of the products portfolio
of key components, and achieve the goal of providing timely demand service to customers’
products. The Company and its affiliates will also integrate its operational competitive
advantage to stabilize or win its own franchises. It will also integrate the resources of the Group,
and at the same time expand the operating economy scale, it will examine the operating
efficiency of product lines portfolio to achieve both scale and profitability.
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I. The Company's annual business report for 2017 was as follows:
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(I) 2017 business plan implementation results
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The operating situations of profit and loss of the parent company in Taiwan and the group

in 2017 were shown in the following table:
Expressed in Thousands of NT$, Except EPS amounts

ltems the Parent Company the Group

$ YoY% $ YoY%
Net Sales Revenue 26,339,820 | 32.85| 51,929,408 | 18.72
Gross Profit 1,108,622 9.10| 2,806,330 | 15.13
Net Operating Income 210,154 | (5.80) 912,412 | 45.98
Net Non-Operating Income 565,337 | 141.07 -84.912 | 44.82
& Expenses
Profit before Tax 775,491 | 69.47 827,500 | 75.64
Net Profit 631,260 | 61.57 631,260 | 61.57
Basic EPS(in NT$) 1.95| 46.62 1.95| 46.62
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(IT) Budget Execution in 2017
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In 2017, the parent company and its affiliates of Weikeng group, in respect of the
execution of various budgets, were affected by changes in foreign currency exchange
rates and interest rates, but the Group’s sales revenue and profit before tax exceeded

expectations.
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(IIT) Financial Income, Costs and Profitability Analysis

Expressed in Thousands of NT$

Analysis Ttems t(que Parent the Group
ompany

Interest Income 1,969 5,408

Financial  |Financial Costs 129,257 259,423

Income & Costs [Net Cash Flows from Operating -208,502 71,340

Activities

Return on Assets(%) 5.65% 4.12%

Return on Equity(%) 11.84% 11.84%

Ratio of Net Operating profit to 6.51% 28.25%
. paid-in capital (%)

Profitability Ratio of Profit before Tax to 24.01% 25.62%
paid-in capital (%)

Net Profit Margin(%) 2.40% 1.22%

Basic EPS(in NTS$) 1.95 1.95
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(IV) Research Development Status
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The Company has successfully won the franchises of product lines of well-known
domestic and foreign manufacturers, and has succeeded in maintaining or amplifying
the continuation of the franchises after the integration of the upstream vendor
/manufacturers under the plan and active effort of the "Business Development
Division". The "FAE / AE Division" continues to establish a solid foothold in 3C
electronic product applications. It also actively provides technical support of the
relevant IC products to vendors and customers in emerging applications in order to
expand the new business scopes of the Company, assist customers in saving product
R&D expenses and shortening time to market, enhance service standards, and
strengthen the cooperation with the vendors and customers. In addition, the
“Solution Division” , it is officially moving into the R&D and design field and is
responsible for the total reference solution of the products.
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As of the end of 2017, the manpower allocations of FAE, AE, and R&D were
employed by the companies within the group, who are 82 in Taiwan, 122 in mainland
China, and 5 in Singapore / Southeast Asia. The developed product solutions of the
Company and its affiliates are mainly in a number of consumer electronics, industrial
control, automotive (including electric vehicle) electronic, and power control products,
in the meanwhile, Weikeng group has invested various resources in the application
development of related product solutions, such as servers/data centers, artificial
intelligence (Al), derived demand of mining because of cryptocurrency, Internet of
Things (IoT), and Type C, to facilitate the provision of reference solutions for
customers' products, which solutions are now available to customers.
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II. Annual Business Plan in 2018
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(I) Operating Principles and Policy of Sales Promotion
In 2018, the internal and external operating environments faced by the
Company are still volatile, and the global economy still engenders certain risks.
For example, the US Fed interest rate hike, trade protectionism may trigger a
trade war, and the weakening of the U.S. dollar, Asian mainland China factors.
(growth slowdown, debt risk, supply chain localization, etc.), and the policy
trends in major countries, as well as inflationary issues of concern. The operating
principles and the production and sales strategies of the Company in the coming
year are described as follows:
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1. Mastering new product application trends by the active strategies
With applications such as automotive (including electric vehicle) electronic,
servers / data centers, artificial intelligence (Al), cryptocurrency mining demand,
and Internet of Things (IoT) applications that are changing and developing
rapidly, the Company should actively seek good and right product solutions,
show a positive attitude in product and employment strategies, and timely grasp
the needs of customers for business opportunities.
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2. Considering both the operating scale and profitability under the risk of
double-rate change
The operating scale of each company in the group is increasing day by day.
The sales mix of franchises must emphasize the cost-effectiveness and risk of
working capital. Especially in 2018, the interest rate of US dollar may continue
to rise again for 3-4 times. The Company and its affiliates will face an increase in
the expected financial costs because of interest rate risk. As a result, the
strategies of risk management of working capital, financing, and client screening
must take the management of operational risks and financial risks into account.
In addition, under the weakening of the U.S. dollar, the timing of stock purchases
must be strictly controlled to avoid eroding the gross profit as much as possible
because of exchange rate fluctuations so as to increase the sales scale and gain
product sales profits and management profits, and ensure the final profit of the
Company being achieved.
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3. Continue to master the trend of integration among vendors and stabilize or
strive for the franchises
In view of the fact that the upstream manufacturers of semiconductor in the
past three years have pursued operational scale and enhanced complementary
business results, the mutual acquisitions are still ongoing (for example,
WD/HGST/SanDisk, NXP/Qualcomm, etc.); the Company still needs to actively
integrate group resources to increase the economic scale and management
absorption capacity, to create a competitive advantage in integrated operations,
and to stabilize or strive for the franchises for a steady business sources.
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4. Timely grasp emerging markets and opportunities in Southeast Asia
Because the emerging markets in Southeast Asia (Malaysia, Philippines,
Vietnam, and Thailand) are the economic markets of high economic growth and
high population, and its local governments have adopted new creation policies
to attract investment and develop markets. The economic growth rate and
population growth of emerging markets will have a substantial growth, which
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will be an important opportunity for the company. Therefore, timely based on
Singapore, prudently assess the external operation risks of the economic
structure of emerging countries, national political situation, economic and trade
policies and exchange rates, in order to be able to not only attach importance to
product sales, but also expand the breadth and depth of customers’ service, and
strengthen the selection of customer products to grasp market opportunities.
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5. Continue to deepen the interactions of financial institutions and timely
increase the injection of paid-in capital

Based on operational needs, financial institutions are one of the main
sources of working capital. The Company reviews the operating and financial
structure in a timely manner and actively interacts with financial institutions to
let them understand the Company's operations, characteristics and needs so as to
strengthen business intensification with financial institutions. At any time,
evaluation of the working capital management and capital structure balance of
the companies within the group, and raising its own paid-in capital in a timely
manner so as to take the balance between direct and indirect financing into
consideration.
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(IT) Expected sales in 2018 and its basis
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The Company's products can be classified into chipsets/special application
standard ICs, mixed signals and discrete components according to product
characteristics. In 2018, the external business environment, taking into account
the supply and demand of upstream and downstream industries and related
semiconductor markets, as well as the expected target of the vendors and the
internal business plan of the Company, the growth of related product sales of the
Company in 2018 is challenging but still has growth potential.
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The Company's management team and all colleagues thank all shareholders, ladies and
gentlemen for their support and encouragement. We also look forward to your continuing and
greatest support and advice to Weikeng in the future. We wish all shareholders, ladies and
gentlemen good health and all the best!
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