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Shin Kong Financial Holding Co., Ltd.

(Incorporated as a company limited by shares in Taiwan, Republic of China)

42,088,000 Global Depositary Shares

Representing
1,052,200,000 Common Shares

We are offering 42,088,000 global depositary shares (“GDSs”), each of which represents 25
common shares, par value NT$10 per share (“Common Share”) of our company in this offering. In
addition, we offered, through SinoPac Securities (Asia) Limited, GDSs to certain of our existing
shareholders pursuant to their rights to subscribe for GDSs (the “ROC Subscription”). See “Plan of
Distribution.” Concurrently with this offering, we are also selling, subject to further adjustments,
68,681,000 Common Shares to our employees and designated domestic investors.

Subject to certain restrictions described in this offering memorandum, you can withdraw interests in
the underlying Common Shares represented by the GDSs from the fourth business day in the Republic of
China (the “ROC”) following the closing date of the offering of GDSs, subject to the listing approval of the
Taiwan Stock Exchange (the “TSE”) and the provisions of the deposit agreements in relation to the
offering of the GDSs (the “Deposit Agreements”). See “Description of the Global Depositary Shares.”

Our Common Shares are listed under the number “2888” on the TSE. On July 22, 2009, the closing
price of our Common Shares on the TSE was NT$13.00 per share. Application has been made to admit
the GDSs offered in reliance on Regulation S (the “International GDSs”) to listing on the Official List of
the Luxembourg Stock Exchange and to trading on the Euro MTF Market and the International Order
Book of the London Stock Exchange. Prior to this offering, there has been no market anywhere for the
GDSs.

See “Risk Factors” on page 17 for a discussion of certain factors to be considered in
connection with an investment in the GDSs.

Offer Price: US$8.91 per GDS

The GDSs and the underlying Common Shares have not been and will not be registered under the
U.S. Securities Act of 1933, as amended (the “Securities Act”), and, subject to certain exceptions, may
not be offered or sold within the United States. The GDSs are being offered and sold outside the United
States in reliance on Regulation S under the Securities Act (“Regulation S”), and within the United States
to “Qualified Institutional Buyers” (“QIBs”) in reliance on Rule 144A under the Securities Act (“Rule
144A”). Prospective purchasers are hereby notified that sellers of the Rule 144A GDSs may be relying
on the exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A. Except
for the sale and delivery of any GDSs by us to our existing shareholders in the ROC pursuant to the ROC
Subscription, the GDSs are not being offered in the ROC, directly or indirectly. For a description of these
and certain further restrictions on offers and sales of the GDSs and the underlying Common Shares and
distribution of this offering memorandum, see “Plan of Distribution” and “Transfer Restrictions.”

Delivery of the GDSs is expected to be made through the facilities of The Depository Trust
Company (“DTC”), Euroclear Bank S.A/N.V. (“Euroclear”), and Clearstream Banking, société anonyme
(“Clearstream”) on or about July 27, 2009 (the “Closing Date”).

Joint Global Coordinators and Joint Bookrunners
(names in alphabetical order)

Goldman Sachs International Morgan Stanley
Co-Lead Manager
Barclays Capital
Co-Manager
SinoPac Securities (Asia)
Offering Memorandum dated July 22, 2009.
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No dealer, salesperson or other person is authorized to give any information or to
represent anything not contained in this offering memorandum. You must not rely on any
unauthorized information or representations. This offering memorandum is an offer to sell
only the securities offered hereby, but only under circumstances and in jurisdictions where it
is lawful to do so. You should not assume that the information contained in this offering
memorandum is accurate as of any date other than the date of this offering memorandum.
Our business, financial condition, results of operations and prospects may have changed
since that date.

No United States federal, state or foreign securities commission or regulatory authority
has recommended the GDSs or reviewed, passed on, determined or confirmed the accuracy
or adequacy of this offering memorandum. Any representation to the contrary may be a
criminal offense.

We accept responsibility for the information contained in this offering memorandum.
We, having made all reasonable enquiries, confirm that this offering memorandum contains
all information with respect to us, our subsidiaries, the GDSs and our Common Shares that
is material in the context of the issue and offering of the GDSs, that the information
contained in this offering memorandum is true and accurate in all material respects and is
not misleading, that the opinions and intentions expressed are honestly held and have been
reached after considering all relevant circumstances and are based on reasonable
assumptions, that there are no other facts, the omission of which would, in the context of the
issue and offering of the GDSs, make this offering memorandum as a whole or any of such
information or the expression of any such opinions or intentions misleading in any material
respects and that all reasonable enquiries have been made by us to verify the accuracy of
such information and that this offering memorandum does not contain any untrue statement
of a material fact or omit to state a material fact required to be stated or necessary in order
to make the statements, in the light of the circumstances under which they are made, not
misleading. We accept responsibility for and confirm that the information contained in each
of the sections entitled “Appendix A: Foreign Investment and Exchange Controls in the ROC”
and “Appendix B: The Securities Markets of the ROC” has been accurately extracted from
the TSE Monthly Review and the laws and regulations of the ROC. However, such
information has not been verified by us, the initial purchasers or any of our or the initial
purchasers’ respective affiliates or advisors in connection with this offering.

The distribution of this offering memorandum and the offering and sale of the GDSs in
certain jurisdictions may be restricted by law. Persons into whose possession this offering
memorandum comes are required by us and the initial purchasers to inform themselves
about and to observe any such restrictions. For a description of certain further restrictions
on offers and sales of the GDSs and distribution of this offering memorandum, see “Plan of
Distribution” and “Transfer Restrictions.” This offering memorandum does not constitute an
offer of, or an invitation by or on behalf of us or the initial purchasers to subscribe for or
purchase any of the GDSs in any jurisdiction in which such offer or invitation would be
unlawful. This offering memorandum may be used only for the purposes for which it has
been published.

Our current shareholders wishing to exercise their subscription rights to purchase our
GDSs pursuant to notice Chin-Kuan-Cheng-Yi-Zi No. 0980005893 issued by the ROC
Financial Supervisory Commission (the “FSC”) and notice Jung-Zhen-Shan-Dien
No. 0980000267 issued by the Taiwan Securities Association (the “TSA”) should follow the
instructions posted on the Market Observation Post System (“MOPS”) and the allocation
procedures posted on our website. The ROC Subscription was being conducted through
SinoPac Securities (Asia) Limited.



You are hereby notified that sellers of the Rule 144A GDSs may be relying on the
exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A.

FOR NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION
FOR A LICENSE HAS BEEN FILED UNDER RSA 421-B WITH THE STATE OF NEW
HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A
PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING
BY THE SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED
UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH
FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A
SECURITY OR TRANSACTION MEANS THAT THE SECRETARY OF STATE OF NEW
HAMPSHIRE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF,
OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR
TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY
PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION
INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

AVAILABLE INFORMATION

If, at any time, we are neither subject to Section 13 or 15(d) of the U.S. Securities
Exchange Act of 1934, as amended, (the “Exchange Act”) nor exempt from reporting
pursuant to Rule 12g3-2(b) of the Exchange Act, we will furnish, upon request, to any person
in whose name a GDS is registered on the books of the Depositary (as defined herein), any
holder of any beneficial interest in any GDS or any prospective purchaser designated by a
holder, the information required to be delivered pursuant to Rule 144A(d)(4) under the
Securities Act. Alternatively, a holder may obtain such information at the offices of our
Luxembourg listing agent, Aerogolf Center-1A, Hoehenhof, L-1736, Senningerberg,
Luxembourg, as such information will be provided free of charge to any person in
Luxembourg who requests it.

CERTAIN DEFINITIONS, CONVENTIONS AND GENERAL INFORMATION

The terms “Shin Kong FHC,” “we,” “our company,” “us” and “our” refer to Shin Kong
Financial Holding Co., Ltd. and our subsidiaries, unless the context otherwise requires. The
term “Shin Kong Companies” refers to the consolidated subsidiaries of Shin Kong FHC as a
group, unless the context otherwise requires. In addition, (i) “MasterLink” refers to
MasterLink Securities Corporation, (ii) “Shin Kong Bank” refers to Taiwan Shin Kong
Commercial Bank Co., Ltd., (iii) “Shin Kong Insurance Brokers” refers to Taiwan Shin Kong
Insurance Brokers Co., Ltd., (iv) “Shin Kong Investment Trust” refers to Shin Kong
Investment Trust Co., Ltd., (v) “Shin Kong Life” refers to Shin Kong Life Insurance Co., Ltd.,
(vi) “Shin Kong Securities” refers to Shin Kong Securities Co., Ltd., and, in each case, their
respective consolidated subsidiaries, if any, unless the context otherwise requires.

In this offering memorandum, “ROC” or “Taiwan” refers to the island of Taiwan and
other areas under the effective control of the Republic of China, the “ROC Company Law”
refers to the Company Law of the ROC and the “ROC Financial Holding Company Act” refers
to the Financial Holding Company Act of the ROC. “FSC” or “Financial Supervisory
Commission” refers to the ROC Financial Supervisory Commission, “MOF” or “Ministry of
Finance” refers to the ROC Ministry of Finance and “Banking Bureau” refers to the Banking
Bureau of Financial Supervisory Commission of the ROC.



We publish our financial statements in New Taiwan dollars, the lawful currency of the
ROC. All references to “United States dollars,” “US dollars” and “US$” are to United States
dollars, and all references to “New Taiwan dollars,” “NT dollars” and “NT$” are to New
Taiwan dollars.

The term “Noon Buying Rate” as used herein refers to the noon buying rate for cable
transfers in NT dollars as certified for customs purposes by the Federal Reserve Bank of
New York. Unless otherwise specified, where financial information has been translated from
NT dollars into US dollars, it has been translated, for your convenience only, at the rate of
NT$33.87 = US$1.00, the Noon Buying Rate on March 31, 2009. The Noon Buying Rate on
July 17, 2009 was NT$32.86 = US$1.00. See “Exchange Rates.” Such translation amounts
are unaudited and it should not be construed that the NT dollar amounts represent, or have
been, or could be, converted into US dollars at that or any other rate.

In this offering memorandum, where information has been presented in thousands or
millions of units, amounts may have been rounded up or down. Accordingly, totals of
columns or rows of numbers in tables may not be equal to the apparent total of the individual
items and actual numbers may differ from those contained herein due to rounding.
References to information in billions of units are to the equivalent of a thousand million units.

Our financial statements and those of the Shin Kong Companies are prepared using
accounting principles, procedures and reporting practices generally accepted in the Republic
of China, or ROC GAAP, and are not intended to present the financial position and results of
operations and cash flows in accordance with accounting principles and practices generally
accepted in other countries and jurisdictions, including the United States. The material
differences between ROC GAAP and generally accepted accounting principles in the United
States, or U.S. GAAP, as applicable to us and the Shin Kong Companies are discussed
under “Summary of Material Differences Between ROC GAAP and U.S. GAAP.” Certain
financial amounts presented herein may not correspond directly to our financial statements
included elsewhere herein or may not add up due to rounding.

We have compiled all industry and market information and statistics contained in this
offering memorandum from various published and private sources, which may be
inconsistent with other information compiled elsewhere. Unless otherwise indicated, all
industry and market information and statistics contained in this offering memorandum relate
to Taiwan. We have reproduced such information correctly in this offering memorandum but
neither we, nor the initial purchasers, have independently verified the accuracy of any of
such information.

We have compiled information with regard to our market share and market size in this
offering memorandum using statistics and other information made available largely in the
Chinese language by the Banking Bureau at its website at http://www.banking.gov.tw.
Information on this website was collected from filings made by reporting financial institutions
to the Banking Bureau and may differ from any audited financial information of such financial
institutions. We have not independently verified the accuracy and completeness of the
information and we do not accept responsibility for such information.



SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

We have made forward-looking statements in this offering memorandum. Our forward-
looking statements contain information regarding, among other things, our financial
condition, future expansion plans and business strategy. You can identify some of these
forward-looking statements by terms such as “expect,” “believe,” “plan,” “intend,” “estimate,”
“anticipate,” “may,” “will,” “would” and “could” or similar words. However, you should note
that these words are not the exclusive means of identifying forward-looking statements. We
have based these forward-looking statements on our current expectations and projections
about future events. Although we believe that these expectations and projections are
reasonable, such forward-looking statements are inherently subject to risks, uncertainties

and assumptions, including, among other things:

° our ability to achieve or control future loan growth, non-performing loans,
provisions, write-offs or collateral coverage;

° the intensely competitive financial services industries in which we operate;

° risks relating to the financial services industries and industry risks of our key
clients;

o regulations (including the risk of deregulation and of new and untested
regulations) to which our businesses are subject;

° general economic, political and social conditions and developments in Taiwan and
other jurisdictions in which we operate our businesses;

° the actual amount of new and renewal businesses;
° our ability to cross sell products and services offered by our group subsidiaries;
° risks associated with the introduction of new products and services;

° the impact of mergers and acquisitions, competing demands for our capital, and
the risk of undisclosed liabilities;

° the amount of dividends received from subsidiaries;
° legal proceedings; and
o other risks identified in the “Risk Factors” section of this offering memorandum.

The forward-looking statements made in this offering memorandum relate only to events
or information as of the date on which the statements are made in this offering
memorandum. We undertake no obligation to publicly update or revise any forward-looking
statements whether as a result of new information, future events or otherwise. You should
not place undue reliance on these forward-looking statements. In light of the foregoing and
the risks, uncertainties and assumptions discussed in “Risk Factors” and elsewhere in this
offering memorandum, the forward-looking events discussed in this offering memorandum
might not occur and our actual results could differ materially from those anticipated in those
forward-looking statements.



ENFORCEABILITY OF FOREIGN JUDGMENTS IN THE ROC

We are a company limited by shares and incorporated under the ROC Company Law
and the ROC Financial Holding Company Act. Substantially all of our directors, supervisors
and executive officers and certain of the experts named in this offering memorandum are
residents of the ROC, and a significant portion of the assets of our company and these
persons are located in the ROC. As a result, it may not be possible for you to effect service
of process upon our company or any of these persons outside of the ROC, or to enforce
against any of them judgments obtained in courts outside of the ROC. Our ROC counsel has
advised us that any final judgment obtained against us in any court other than the courts of
the ROC in respect of any legal suit or proceeding arising out of or relating to our Common
Shares or GDSs will be enforced by the courts of the ROC without further review of the
merits only if the court of the ROC in which enforcement is sought is satisfied with the
following:

o the court rendering the judgment has jurisdiction over the subject matter according
to the laws of the ROC;

° the judgment and the court procedure are not contrary to the public order or good
morals of the ROC;

° the judgment is a final judgment for which the period for appeal has expired or
from which no appeal can be taken;

o if the judgment was rendered by default by the court rendering the judgment, we
were served within the jurisdiction of such court or process was served on us with
judicial assistance of the ROC; and

° judgments of the courts of the ROC are recognized and enforceable in the
jurisdiction of the court rendering the judgment on a reciprocal basis. Judgments
obtained in certain United States courts have been confirmed to be recognized and
enforceable in the courts of the ROC on a reciprocal basis.

A party seeking to enforce a foreign judgment in the ROC would, except under limited
circumstances, be required to obtain foreign exchange approval from the Central Bank of the
Republic of China (Taiwan) (“CBC”), for the remittance out of the ROC of any amounts
recovered in respect of the judgment denominated in a currency other than NT dollars. See
“Annex A: Foreign Investment and Exchange Controls in the ROC.”

Vi



SUMMARY

The following summary is qualified in its entirety by the information contained
elsewhere in this offering memorandum.

Overview

We are the third-largest insurance-focused financial services holding company in
Taiwan as measured by total assets. Through our operating subsidiaries, including Shin
Kong Life, Shin Kong Bank, Shin Kong Securities and Shin Kong Investment Trust, we offer
a broad range of financial products and services, including life insurance, health and
accident insurance, personal and corporate banking, securities and asset management
services, to over five million individual and corporate customers in Taiwan and abroad. As of
July 17, 2009, our market capitalization was NT$85.2 billion based on the closing price of
NT$13.70 per Common Share on the TSE on that date. We have a long-term rating of “twA+”
and a short-term rating of “twA-1" from Taiwan Ratings Corporation. We also have a long-
term rating of “BBB-" and a short-term rating of “A-3” from Standard & Poor’s (“S&P”).

Our principal subsidiary, Shin Kong Life, was founded in 1963. Shin Kong Life has built
a base of approximately three million life insurance customers and is Taiwan’s third largest
insurance company in terms of first-year premium income generated in 2008. Drawing upon
more than 40 years of history in the life insurance industry, Shin Kong Life operates an
insurance distribution network of approximately 13,000 sales agents that encompasses all
age groups and geographic regions throughout Taiwan.

Our long history, market-leading products and strong brand make us one of Taiwan’s
premier financial services holding companies. We believe that our comprehensive product
and service offerings have not only helped expand our customer base, but also contribute to
customer retention. Our large customer base has in turn strengthened our ability to cross
sell products and services offered by our operating subsidiaries.

Our experienced management team has actively pursued strategies to take advantage
of growth opportunities and enhance our product and service offerings. We are one of the
first Taiwanese insurance companies to enter into the fast growing PRC life insurance
market through the establishment of our joint venture with Hainan Airlines Group, a leading
aviation conglomerate in the PRC. In addition, we have formed a strategic alliance with
Dai-ichi Mutual Life Insurance Company (“Dai-ichi”), the third largest life insurance group in
Japan and one of our largest shareholders, to develop and design innovative life insurance
products, to increase sales of group insurance products, and to improve asset and liability
management.

Our main operating subsidiaries and their core products are:
Shin Kong Life

Founded in 1963, Shin Kong Life is Taiwan’s third largest life insurance provider in
terms of first-year premium income and total assets. It is also one of the largest life insurers
in Asia, excluding Japan and Australia. The “Shin Kong” brand is widely recognized in
Taiwan as representing stability and reliability, which we believe are important assets for a
life insurance company. Through its extensive distribution network, Shin Kong Life markets




and sells a wide range of life insurance products, including traditional whole and term life
insurance products, health and accident insurance products, interest-sensitive annuities, and
investment-linked products throughout Taiwan. Shin Kong Life’s sales agents also cross sell
financial products and property and casualty insurance products offered by our other
subsidiaries and affiliates.

Shin Kong Life is a leader in Taiwan’s life insurance industry based on virtually every
key statistic by which insurance companies are evaluated. As of March 31, 2009, Shin Kong
Life had approximately 5.9 million individual life insurance policies in force. For the three
months ended March 31, 2009, Shin Kong Life had NT$41,230 million in total premium
income. Drawing upon more than 40 years of history in the life insurance industry, Shin Kong
Life also has one of the largest sales and marketing forces in Taiwan with approximately
13,000 full-time sales agents. Further, Shin Kong Life is a market leader in most of its
principal product lines, as evidenced by its 10.5% market share measured by first-year
premiums written and 10.5% market share measured by total premium income in 2008. Shin
Kong Life has a rating of “twAA-" from Taiwan Ratings Corporation and a rating of “BBB”
from S&P. Shin Kong Life accounted for 75.5% of our total assets, as of March 31, 2009.

Shin Kong Bank

Shin Kong Bank provides personal banking services to individuals and corporate
banking services to companies of all sizes located in Taiwan through its 108 geographically
diversified branches, 619 proprietary ATMs and shared access to many more ATMs
throughout Taiwan, as well as through telephone banking and online banking. Shin Kong
Bank has a long-term rating of “twAA-" and a short-term rating of “twA-1+” from Taiwan
Ratings Corporation. Shin Kong Bank also has a long-term rating of “BBB” and a short-term
rating of “A-2” from S&P. As of March 31, 2009, Shin Kong Bank had approximately 3,000
employees, NT$147,336 million in personal loans outstanding, NT$131,391 million in
corporate loans outstanding and 0.4 million active credit cards. As of March 31, 2009, Shin
Kong Bank had approximately 2.4 million deposit accounts and approximately 140,000
customers with loan accounts outstanding. Shin Kong Bank accounted for 22.4% of our total
assets, as of March 31, 2009.

Shin Kong Securities

Shin Kong Securities provides brokerage and securities products and services to
individuals as well as to corporations and institutions. These products and services include
securities brokerage, margin trading, underwriting and financial product sales. In addition,
Shin Kong Securities is engaged in proprietary trading of equity and fixed-income securities.
As of March 31, 2009, Shin Kong Securities had approximately 68,000 customer accounts
and total assets of NT$12,567 million. Shin Kong Securities accounted for 0.7% of our total
assets, as of March 31, 2009.

In April 2009, in order to consolidate our securities brokerage services, Shin Kong
Securities entered into a sale agreement to transfer its brokerage business and properties to
MasterLink, our 26.3% owned and consolidated subsidiary. The transaction is expected to be
completed in the fourth quarter of 2009. Shin Kong Securities will then liquidate its securities
holdings and cease its operations. Consummation of the sale is subject to approvals from
governmental authorities and certain other customary conditions.




Shin Kong Investment Trust

Shin Kong Investment Trust contributes to the financial management services we offer
to the approximately three million customers of Shin Kong Life, and cross sells products
offered by our other subsidiaries. As of March 31, 2009, Shin Kong Investment Trust had
approximately 35,000 customer accounts and NT$33,755 million of assets under
management.

Shin Kong Insurance Brokers

Through a brokerage agreement with Shinkong Insurance Co., Ltd., an affiliate of our
company, Shin Kong Insurance Brokers distributes a comprehensive range of property and
casualty insurance products offered by Shinkong Insurance Co., Ltd. Shin Kong Insurance
Brokers distributes these property and casualty insurance products through the sales agents
of Shin Kong Life. The sales agents of Shin Kong Life also market these products as
supplements to Shin Kong Life’s own policies.

MasterLink

We own 26.3% of MasterLink’s ownership interests. Under ROC regulations, MasterLink
is considered our subsidiary and we fully consolidate its financials. MasterLink is a full-
service securities brokerage firm, providing comprehensive, custom-tailored financial
solutions for its institutional and individual clientele. Its primary areas of operations and
service comprise of securities brokerage (including margin lending), principal transactions
(including equity, bonds, commercial paper and hedging transactions), underwriting and
financial products. Its brokerage practice accounted for 3.7% of market share, brokering
NT$377.5 billion of securities for the three months ended March 31, 2009. MasterLink had
44 sales offices with more than 790 brokers serving over 743,000 customers as of March 31,
2009. As of March 31, 2009, MasterLink had a long-term rating of “twA” and a short-term
rating of “twA-1" by Taiwan Ratings Corporation.

Competitive Strengths

We believe that the following key strengths contribute to our competitive position in the
financial services industry in Taiwan:

o We are a diversified insurance-led financial services group with complementary
product offerings and proven cross-selling capabilities;

° We are a leader in the attractive Taiwan life insurance market;
° We have a well recognized brand name and premier insurance franchise;

o We have an extensive agency network with deep product and service knowledge
and a focus on productivity and revenue;

° We have an extensive banking network offering customers a comprehensive range
of financial products and services; and




° Our management team is highly experienced and has proven its ability to plan
strategy proactively.

Business Strategy

Our goal is to provide unparalleled services to our customers as one of the leading
financial services holding companies in Taiwan. To achieve our goal, we intend to grow our
business and enhance the quality of our product and service offerings through the following
strategies:

o Focus on high-margin products, including traditional life insurance products, while
seizing attractive growth opportunities in the Taiwan life insurance market;

° Further increase cross-selling efforts to improve market penetration of our
products;

° Continue to strengthen our agency distribution force, in particular through higher
productivity;

° Strengthen our investment performance through portfolio reallocation;
° Further enhance our risk management capabilities;

° Target profitable products and improve the loan quality in our banking business;
and

° Drive overseas expansion to diversify our revenue base and drive incremental
growth.

Rights Issuance

After obtaining board approval and all required regulatory approvals, we plan to launch
an NT$3 billion to NT$8 billion domestic rights issue, or the Rights Issue, to be completed by
the end of 2009. The details of the Rights Issue including the subscription price and number
of shares to be issued will be finalized and announced by us close to the launch date of the
Rights Issue. Our Chairman, Mr. Eugene T.C. Wu, has committed to fully subscribe to his
pro-rata entitlement and also to use his best efforts to take up, or invite and require certain
third parties to take up, all of the unsubscribed portion, if any, of the Rights Issue.

We expect that the proceeds from the Rights Issue, together with the proceeds from the
offering of the GDSs and the concurrent offering of Common Shares to our employees, will
be no less than NT$18 billion, which will strengthen our capital position during the period of
economic uncertainty and support growth in our company’s insurance franchise. In addition,
to the extent that such proceeds do not meet our expectations and as otherwise necessary
to strengthen our capital position or comply with regulatory requirements, we will dispose of
additional real estate assets.

Corporate and Other Information

Our principal executive offices are located at No. 66, Section 1, Chung-Hsiao West
Road, Taipei, Taiwan, Republic of China. Our telephone number at this address is (886) 2




2389-5858 and our fax number is (886) 2 2389-2868. Investor inquiries should be directed to
us at the address and telephone number of our principal executive offices set forth above.
Our website is www.skfh.com.tw. The information contained on our website is not part of this
offering memorandum.

Recent Developments
Proposed sale of Shin Kong Securities to MasterLink

In April 2009, in order to consolidate our securities brokerage services, Shin Kong
Securities entered into a sale agreement to transfer its brokerage business and properties to
MasterLink, our 26.3% owned and consolidated subsidiary. The transaction is expected to be
completed in the fourth quarter of 2009. Shin Kong Securities will then liquidate its securities
holdings and cease its operations. Consummation of the sale is subject to approvals from
governmental authorities and certain other customary conditions.

Sale of Real Estate

In April 2009, Shin Kong Life sold a building in downtown Taipei and recognized a
capital gain of NT$7.3 billion. We plan to increase our liquidity and maintain robust capital
position by disposing of our real estate investments at attractive prices.

Joint Venture in the PRC

In April 2009, a PRC-based joint venture established by Shin Kong Life and Hainan
Airlines Group, a leading aviation conglomerate in the PRC, commenced operations to
market life insurance products developed for the fast growing PRC life insurance market.
Headquartered in Beijing, we expect this joint venture will enjoy rapid development in the
next several years, in part by taking advantage of Hainan Airlines Group’s extensive
customer base.

Net income (loss) for the six months ended June 30, 2009

As announced on the Market Observation Post System, our preliminary unaudited
unconsolidated net loss for the six months ended June 30, 2009 to be NT$598 million, Shin
Kong Life’s preliminary unaudited unconsolidated net loss for the six months ended June 30,
2009 to be NT$1,342 million, and Shin Kong Bank’s preliminary unaudited unconsolidated
net income for the six months ended June 30, 2009 to be NT$266 million. Our, Shin Kong
Life’s and Shin Kong Bank’s preliminary unconsolidated financial data for the six months
ended June 30, 2009 are subject to adjustment based upon, among other things, completion
of our, Shin Kong Life’s and Shin Kong Bank’s reporting processes. Actual results could
differ materially from the estimates provided above. For additional information regarding the
various risks and uncertainties inherent in such estimates, see “Special Note Regarding
Forward-Looking Statements.” Financial results for the six months ended June 30, 2009 may
not be indicative of our full year results for the fiscal year ending December 31, 2009 or
future quarterly periods. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” for information regarding trends and other factors that may
influence our, Shin Kong Life’s and Shin Kong Bank’s financial results.
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THE OFFERING
Shin Kong Financial Holding Co., Ltd.

We are offering 42,088,000 GDSs in this offering. The GDSs are being
offered in the United States to QIBs in reliance on Rule 144A and outside the
United States to non-U.S. persons in reliance on Regulation S under the
Securities Act. Concurrently with this offering, we are also selling Common
Shares to our employees and designated domestic investors.

As of the date of this offering memorandum, there were 6,246,906,644
Common Shares issued and outstanding. Immediately after this offering,
there will be 7,367,787,644 Common Shares issued and outstanding,
including 68,681,000 Common Shares subscribed by our employees and
designated domestic investors in the concurrent offering to our employees
and assuming that such subscription is not increased or decreased and is
fully paid for although there can be no assurance of this.

US$8.91
On or about July 27, 2009.

Each GDS represents 25 Common Shares, par value NT$10.00 per share.
The GDSs will be issued pursuant to two deposit agreements (the “Deposit
Agreements”. We will deposit the Common Shares to be represented by
GDSs with the custodian of Citibank, N.A., as the depositary, which in turn
will issue and deliver the GDSs under the applicable deposit agreement. The
GDSs offered in reliance on Rule 144A (the “Rule 144A GDSs”) will be
evidenced by a Master Rule 144A GDR referred to below. The GDSs offered
in reliance on Regulation S (the “International GDSs”) will be evidenced by a
Master International GDR referred to below. Except where DTC ceases to
make its book-entry settlement system available for the GDSs, separate
definitive global depositary receipts will not be issued in exchange for
beneficial interests in the Master Rule 144A GDR or the Master International
GDR. See “Description of the Global Depositary Shares.”

The net proceeds to be received by us from this offering and the subscription
by our employees and designated domestic investors in the concurrent
offering of Common Shares to our employees, assuming that such
subscription is not further increased or decreased and is fully paid for
although there can be no assurance of this, after deducting underwriting
discounts and commissions and other transaction expenses (including but
not limited to legal and accounting advisory fees, roadshow related expenses
and printing fees), will be approximately US$391.7 million. Pursuant to the
regulatory approvals for this offering, we intend to use the net proceeds to
enhance the capital position of Shin Kong Life.

Application has been made to admit the International GDSs to listing on the
Official List of the Luxembourg Stock Exchange and to trading on the Euro
MTF Market and the International Order Book of the London Stock
Exchange. A filing will be made to list the newly issued Common Shares
represented by the GDSs on the TSE.

Subject to the exceptions discussed below, we, each of our directors,
supervisors and executive officers, and certain of our major shareholders,




Trading Market for
Our Common
Shares and the
GDSs

Transfer Restrictions

Voting Rights

with the exception of one director that, as of June 30, 2009, beneficially
owned approximately 5.85% of our issued shares (each, a “locked-up
person”), have agreed for a 90-day period following the date of the purchase
agreement relating to this offering, without the prior written consent of the
representatives of the initial purchasers, not to, directly or indirectly: (1) offer,
pledge, charge, sell, contract to sell, sell any option or contract to purchase,
purchase any option or contract to sell, make any short sale, grant or agree
to grant any option, right or warrant to purchase, lend, or otherwise transfer
or dispose of, directly or indirectly, any Common Shares, GDSs or securities
convertible into or exercisable or exchangeable for or represent the right to
receive Common Shares or GDSs, except for pledges of Common Shares
existing as of June 30, 2009 and, subject to certain conditions, pledges of
additional Common Shares required under applicable loan agreements as a
result of declines in market value of such existing pledges: or (2) enter into
any swap or other arrangement, or transfers to another, in whole or in part,
any of the economic consequences of ownership of Common Shares or
GDSs, whether any such transaction described in clauses (1) or (2) above is
to be settled by delivery of Common Shares, GDSs or such other securities,
in cash or otherwise or offer to or agree to do any of the foregoing or
announce any intention to do so. In addition, such locked-up person (other
than us) have agreed to procure its associates and the companies controlled
by it and any nominee or trustee holding in trust for it to abide by the same
restrictions described in clauses (1) and (2) above. The restrictions described
in clauses (1) and (2) above shall not apply to: (1) this offering or sale of the
GDSs by us, (2) transactions relating to Common Shares or other securities
acquired in open market transactions after the completion of this offering,
(3) the issuance, sale or transfer by us of Common Shares or options to
purchase Common Shares pursuant to any of our employee stock option
plans or employee share purchase plans in existence before this offering,
(4) the distribution of share dividends or employee bonus shares by us after
this offering and (5) the issuance by us of any Common Shares upon the
conversion, exercise or exchange of a security outstanding on the date of the
purchase agreement. In addition, the restrictions described in clauses (1) and
(2) above shall not prohibit us from conducting the Rights Issuance.

The only trading market for our Common Shares is the TSE. Our Common
Shares have been listed on the TSE since February 19, 2002 under the stock
code “2888.” Prior to this offering, there has been no market for the GDSs in
or outside Taiwan.

Neither the GDSs nor the Common Shares have been registered under the
Securities Act, and those securities are subject to restrictions on transfer.
See “Transfer Restrictions.”

Subject to ROC law, the terms of the Common Shares and the provisions of
the applicable Deposit Agreement, you will be entitled to instruct the
depositary on how to vote the Common Shares underlying your GDSs.
However, in the absence of instructions to vote in the same manner from the
holders of at least 51% of our GDSs outstanding at the relevant time, the




Withdrawal of
Common Shares

Additional Deposit of
Shares and
Issuance of
Additional GDSs

holders of our GDSs shall be deemed to have instructed the depositary to
authorize and appoint the chairman of our board of directors (or such person
as the chairman of our board of directors may nominate) as the proxy of the
depositary to vote all the underlying Common Shares represented by the
GDSs in any manner such person wishes. See “Description of the Global
Depositary Shares — Voting Rights.”

Subject to the provisions of the applicable deposit agreement, you may
surrender GDSs for the purpose of withdrawal of the underlying Common
Shares or interests in the underlying certificates of payment at any time after
the depositary receives notice that those Common Shares or interests are
approved for listing on the TSE. We expect to receive that approval and
notify the depositary on the same day on which the GDSs are delivered to
you.

Interests in the certificates of payment, without physical certificates and
maintained in the book entry settlement system, carry the same rights as
those attaching to the Common Shares in respect of dividends and are
eligible for trading on the TSE in the same manner as Common Shares.
Delivery of the irrevocable right to receive the underlying withdrawn Common
Shares, evidenced by the individual certificates of payment will only be made
by the custodian through the book-entry system maintained by Taiwan
Depository & Clearing Corporation (“TDCC”). Under ROC market practice,
that delivery will not be possible until two ROC business days after those
Common Shares or interests in the underlying certificates of payment are
listed on the TSE. Listing normally occurs on the ROC trading day following
approval of that listing. Subject to these restrictions, we expect that you will
be able to withdraw interests in Common Shares underlying surrendered
GDSs from the fourth ROC business day after the closing date of this
offering. See “Description of the Global Depositary Shares — Deposit and
Withdrawal” and “Appendix A: Foreign Investment and Exchange Controls in
the ROC — Depositary Receipts.”

Under current ROC law, no deposits of Common Shares may be made in the
depositary receipt facility, and no GDSs may be issued after the closing of
the offering against such deposits, without specific approval of the FSC,
except for the offering and the issuance of additional GDSs in connection
with (i) dividends on, or free distributions of, Common Shares, (i) the
exercise by holders of existing GDSs of their pre-emptive rights in the event
of capital increases for cash, (iii) subject in each case to receipt of all
applicable approvals in the ROC, to the extent we issue securities convertible
for GDSs as approved by the FSC, the conversion of such securities into
GDSs, or (iv) to the extent previously issued GDSs have been canceled and
as permitted under the Deposit Agreements, the deposit of Common Shares
owned or purchased directly by a person or through the depositary on the
TSE for the deposit in the deposit receipt facility, but such that the total
number of GDSs outstanding after an issuance described in this clause (iv)
does not exceed the number of GDSs issued and previously approved by the
FSC in connection with this offering plus any GDSs created under clauses (i),




Dividends

ROC Taxation

Exchange Controls

Settlement

(i) and (iii) described above, and (v) upon the exchange of Rule 144A GDSs
for International GDSs and vice versa, subject to any adjustment to the
number of shares represented by each GDS.

The interests in certificates of payment representing Common Shares and
Common Shares represented by GDSs will rank pari passu with other
outstanding Common Shares in respect of dividends. Cash dividends will be
paid to the depositary in NT dollars. The Deposit Agreements provide that,
except in certain circumstances, cash dividends received by the depositary
will be converted by the depositary into U.S. dollars and distributed to the
holders of the GDSs, less ROC withholding tax, other governmental charges
and the depositary’s fees and expenses. See “Dividends and Dividend
Policy” and “Description of the Global Depositary Shares — Share Dividends
and Other Distributions.”

Dividends (whether in cash or Common Shares) distributed by us out of
retained earnings and distributed to non-ROC holders in respect of Common
Shares represented by GDSs are subject to ROC withholding tax. The
current rate of withholding tax for non-ROC holders is 20% of the amount of
the distribution (in the case of cash dividends) or the par value of the
Common Shares (in the case of stock dividends). Distributions of Common
Shares declared by us out of capital surplus are not subject to ROC tax.

Under ROC law, capital gains derived from sales of Common Shares are
exempt from income tax. Capital gains derived from sales of GDSs are not
subject to ROC income tax.

The depositary is subject to either a securities transaction tax on the gross
amount received upon sale of statutory subscription rights in a rights offering
for cash, if such subscription rights are evidenced by securities, or a ROC
withholding tax on the gains realized, if such subscription rights are not
evidenced by securities. Holders of GDSs are responsible for such taxes and
any fees, costs and expenses in connection therewith under the Deposit
Agreements. See “Taxation — ROC Taxation.”

Under existing ROC laws and regulations relating to foreign exchange
controls, the depositary is not required to obtain foreign exchange approval
from the CBC for the conversion into foreign currencies of (i) the proceeds
received from the sale of Common Shares received as stock dividends in
respect of such Common Shares and deposited into the depositary receipt
facilities, or (ii) any cash dividends or cash distribution relating to the
Common Shares. However, the depositary must obtain foreign exchange
approval from the CBC on a payment-by-payment basis for conversion from
NT dollars into foreign currencies in respect of the sale of subscription rights
for new Common Shares. See “Appendix A: Foreign Investment and
Exchange Controls in the ROC — Depositary Receipts.”

We have applied to DTC for acceptance of the GDSs being offered in its
book-entry settlement system. The GDSs will be evidenced by a Master
Rule 144A GDR or a Master International GDR, as applicable, in each case




Depositary
Custodian

Governing Law

to be registered in the name of DTC or its nominee. Your interests in the
book-entry GDSs will be represented by book-entry positions maintained
through financial institutions acting on your behalf as direct and indirect
participants in DTC. DTC settlement practices apply to the GDSs held in
DTC.

The International GDSs have been accepted for clearance and settlement
through Euroclear and Clearstream, as participants in DTC, in each case on
a book-entry basis.

Transfers within DTC, Euroclear and Clearstream will be in accordance with
the rules and operating procedures of the relevant system. Cross-market
transfers between investors who hold or who will hold GDSs through DTC
and investors who hold or who will hold GDSs through Euroclear or
Clearstream will be effected in DTC through the respective depositaries of
Euroclear and Clearstream.

See “Description of the Global Depositary Shares — Registered Holders and
Book-Entry System.”

Citibank, N.A.
Citibank, N.A. (Taipei Branch).

The Deposit Agreements and the GDSs will be governed by, and construed
in accordance with, the laws of the State of New York.
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SUMMARY CONSOLIDATED FINANCIAL AND OTHER DATA

The following summary consolidated financial and other related data for Shin Kong FHC
and the Shin Kong Companies should be read in conjunction with the financial statements of
such entities included elsewhere in this offering memorandum and the sections entitled
“Selected Consolidated Financial and Other Data” and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations.”

Each of Shin Kong FHC and the Shin Kong Companies prepares its financial statements
using ROC GAAP, and such financial statements are not intended to present their financial
position and results of operations and cash flows in accordance with accounting principles
and practices generally accepted in other countries and jurisdictions, including the United
States. The summary financial information for Shin Kong FHC and the Shin Kong Companies
have been derived from their respective financial statements without material adjustment,
which financial statements have been prepared and presented in accordance with reporting
requirements of the “Regulations Governing the Preparation of Financial Statements of
Issuers of Securities” and other applicable ROC laws and regulations and in accordance with
ROC GAAP. Solely for your convenience, some of these summary data are presented in a
different format from the financial statements. Neither such data nor the format in which they
are presented should be viewed as comparable to information prepared in accordance with
U.S. GAAP or generally accepted accounting principles elsewhere. The financial information
set forth below is qualified by reference to, and should be read in conjunction with, the
financial statements and related notes thereto.
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Summary Consolidated Financial and Other Data Relating to Shin Kong FHC

The following table sets forth the summary consolidated financial and other data for
Shin Kong FHC as of and for the years ended December 31, 2006, 2007 and 2008 and as of
and for the three months ended March 31, 2008 and 2009.

Please see the financial statements of Shin Kong FHC included elsewhere in this
offering memorandum, and “Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Shin Kong FHC” for more information concerning the financial
results of Shin Kong FHC.

As of and for the Year As of and for the Three Months Ended
Ended December 31, March 31,
2006 2007 2008 2008 2008 2009 2009

(in millions, except per share data and percentages)
Income statement data:

Interestincome .................. NT$ 46,706 NT$ 51,045 NT$ 53,691 US$ 1,585 NT$ 13,284 NT$ 12,287 US$ 363
Interestexpense ................. (4,996) (6,154) (7,578) (224) (1,788) (1,295) (38)
Net interestincome ............... 41,710 44,891 46,113 1,361 11,496 10,992 325
Premiumincome ................. 149,421 150,284 152,323 4,497 31,664 41,227 1,217
Incomes on insurance products —

separate account . .............. 42,254 107,465 145,493 4,296 45,377 19,990 590
Insurance payments .............. (66,731) (90,528) (94,758) (2,798) (18,259) (14,863) (439)
Disbursements on insurance

products — separate account . . . . . (42,254) (107,465) (145,493) (4,296) (45,377) (19,990) (590)
Processing fee and commission

income ... 4,386 5,400 9,064 268 3,022 1,249 37
Processing fee and commission

EXPENSE .o\ (7,868) (8,743) (5,892) (174) (1,829) (1,322) (39)
Total net income and gains ........ 137,619 107,254 86,403 2,551 17,673 40,380 1,192
Bad debtexpenses ............... (11,094) (1,914) (1,756) (52) (580) (646) (19)
(Provision of) recovered insurance

TESEIVE ...ttt (99,303) (76,836) (87,685) (2,589) (19,671) (34,759) (1,026)
Total operating expenses .......... (22,782) (23,551) (24,599) (726) (6,889) (5,288) (156)
Continuing operations’ income (loss)

beforetax ................. ... 4,440 4,953 (27,637) (816) (9,467) (313) 9)
Consolidated net income (loss) ... .. 6,045 5,086 (22,228) (656) (6,847) (498) (15)
Basic EPS (before tax) ............ 1.1 0.93 (4.84) (0.14) (1.81) (0.08) (0.002)
Basic EPS (aftertax) ............. 1.21 0.96 (3.80) (0.11) (1.30) (0.10) (0.003)
Diluted EPS (before tax) ........... 0.92 0.87 — — — — —
Diluted EPS (aftertax) ............ 1.09 0.89 — — — — —
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Balance sheet data:

Loans ..............

Available-for-sale

financial assets . . . ..

Held-to-maturity

investments .......

Debt securities without

active market ......
Totalassets .........

Deposits and

remittances ........
Total liabilities .. ......

Total shareholders’

equity ............

Other data:
Book value per

share(® ...........

Return on average

assets ............

Return on average

equity@ . ..........

Shareholders’ equity/

total assets .......

Share data:

Shares issued .......

Period end number of
outstanding

shares ............

Weighted average
number of
outstanding

shares ............

As of and for the Year As of and for the Three Months Ended

Ended December 31, March 31,
2006 2007 2008 2008 2008 2009 2009
(in millions, except per share data and percentages)

NT$ 406,582 NT$ 459,743 NT$ 471,295 US$13,915 NT$ 462,825 NT$ 462,505 US$13,655
153,199 156,338 363,925 10,745 161,228 298,579 8,815
222,722 219,612 9,849 291 218,410 9,858 291
306,901 311,641 340,169 10,043 295,743 385,144 11,371

1,492,328 1,688,114 1,740,173 51,378 1,751,593 1,763,250 52,059
281,779 313,544 327,637 9,673 322,272 336,023 9,921
1,401,481 1,588,001 1,683,979 49,719 1,650,327 1,707,214 50,405
90,847 100,113 56,194 1,659 101,266 56,036 1,654
18.84 16.81 7.16 0.21 15.9 71 0.21
0.43% 0.32% (1.30)% (1.30)% (1.59)% 0.11)% 0.11)%
7.60% 5.33% (28.44)% (28.44)% (27.20)% (3.55)% (3.55)%
0.06% 0.06% 0.03% 0.03% 0.06% 0.03% 0.03%
46,996 50,254 62,542 62,542 53,939 62,469 62,469
4,690 4,991 6,216 6,216 5,355 6,216 6,216
4,878 5,202 5,536 5,536 5,259 6,216 6,216

(1)  Defined as shareholders’ equity divided by number of outstanding shares — actual.
(2) Calculated using the average year-end equity balances for the preceding and the current fiscal years.
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Summary Financial and Other Data Relating to Shin Kong Life

The selected financial information has been derived from Shin Kong Life’s audited
consolidated statements of operations for the years ended December 31, 2006, 2007 and
2008 and its audited consolidated balance sheets as of December 31, 2006, 2007 and 2008
included elsewhere in this offering memorandum. These financial statements have been
audited by Deloitte & Touche, independent auditors. The following selected unaudited
unconsolidated financial information as of and for the three months ended March 31, 2008
and 2009 has been derived from Shin Kong Life’s unaudited unconsolidated financial
statements for the same period included elsewhere in this offering memorandum. Shin Kong
Life has prepared the unaudited interim unconsolidated financial statements on the same
basis as its audited unconsolidated financial statements. The unaudited interim
unconsolidated financial statements include all adjustments, consisting of normal and
recurring adjustments, which Shin Kong Life considers necessary for a fair presentation of
its financial position and operating results for the periods presented. These unaudited
interim financial statements have been reviewed by Deloitte & Touche, independent auditors.
You should read the following selected financial information together with Shin Kong Life’s
financial statements included elsewhere in this offering memorandum and the section
“Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Shin Kong Life.” The selected unconsolidated financial information for Shin Kong Life for the
three months ended March 31, 2009 is not necessarily indicative of the results that may be
expected for the year ending December 31, 2009 or any period thereafter.

As of and for the Year As of and for the Three Months
Ended December 31, Ended March 31,
2006 2007 2008 2008 2008 2009 2009

(in millions, except per share data and percentages)
Income statement data:

Premium income ............ NT$ 149,421 NT$ 150,311 NT$ 152,347 US$ 4,498 NT$ 31,667 NT$ 41,230 US$ 1,217
Total operating

income ... 305,448 388,951 439,648 12,980 118,297 99,034 2,924
Total operating costs ........ (278,894) (366,296) (445,007)  (13,139) (121,051) (96,764) (2,857)
Total operating expenses . . . .. (15,895) (15,870) (15,004) (443) (4,438) (3,099) (92)
Operating income (loss) .. .... 10,659 6,785 (20,363) (601) (7,191) (829) (24)
Operating income (loss) before

tax . 11,172 2,807 (25,602) (756) (10,344) (891) (26)
Net income (loss) ........... 11,784 2,428 (19,743) (583) (7,603) (1,031) (30)
Basic EPS (before tax) ....... 5.69 0.79 (7.10) (0.22) (3.12) (0.21) (0.006)
Basic EPS (aftertax) ........ 5.46 0.69 (5.48) (0.17) (2.30) (0.25) (0.007)
Diluted EPS (before tax) ... ... 3.65 — — — — — —
Diluted EPS (aftertax) ....... 3.50 — — — — — —
Balance sheet data:
Totalloans ................ 173,656 183,125 190,996 5,639 186,218 187,088 5,524
Fund and investments ....... 629,012 621,930 639,456 18,880 610,652 648,804 19,156
Totalassets . ............... 1,117,547 1,229,375 1,301,423 38,424 1,266,003 1,331,708 39,318
Total liabilities .............. 1,047,573 1,169,287 1,276,572 37,690 1,212,698 1,307,733 38,610
Total shareholders’ equity .. .. 69,974 60,088 24,851 734 53,305 23,975 708
Other data:
Book value per share® . ..... 20.28 17.28 5.94 0.18 15.15 5.73 0.17
Return on average assets . ... 1.13% 0.21% (1.56)% (1.56)% (0.61)% (0.08)% (0.08)%
Return on average equity@ . .. 18.94 3.72% (46.49)%  (46.49)% (13.42)% (4.23)% (4.23)%
Shareholders’ equity/total

assets .................. 6.26% 4.89% 1.91% 1.91% 4.21% 1.80% 1.80%
Persistency ratio —

18month ................ 89.8% 86.9% 88.5% 88.5% 87.5% 85.6% 85.6%
Risk-based capital ratio ... ... 404.54% 304.02% 227.39%  227.39% — — —

1) Defined as shareholders’ equity divided by number of outstanding shares — actual.
(2)  Calculated using the average year-end equity balances for the preceding and the current fiscal years.
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Summary Financial and Other Data Relating to Shin Kong Bank

The selected financial information has been derived from Shin Kong Bank’s audited
consolidated statements of operations for the years ended December 31, 2006, 2007 and
2008 and its audited consolidated balance sheets as of December 31, 2006, 2007 and 2008
included elsewhere in this offering memorandum. These financial statements have been
audited by Deloitte & Touche, independent auditors. The following selected unaudited
unconsolidated financial information as of and for the three months ended March 31, 2008
and 2009 has been derived from Shin Kong Bank’s unaudited unconsolidated financial
statements for the same period included elsewhere in this offering memorandum. Shin Kong
Bank has prepared the unaudited interim unconsolidated financial statements on the same
basis as its audited unconsolidated financial statements. The wunaudited interim
unconsolidated financial statements include all adjustments, consisting of normal and
recurring adjustments, which Shin Kong Bank considers necessary for a fair presentation of
its financial position and operating results for the periods presented. These unaudited
interim financial statements have been reviewed by Deloitte & Touche, independent auditors.
You should read the following selected financial information together with Shin Kong Bank’s
financial statements included elsewhere in this offering memorandum and the section
“Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Shin Kong Bank.” The selected unconsolidated financial information for Shin Kong Bank for
the three months ended March 31, 2009 is not necessarily indicative of the results that may
be expected for the year ending December 31, 2009 or any period thereafter.

As of and for the Year Ended As of and for the Three Months
December 31, Ended March 31,
2006 2007 2008 2008 2008 2009 2009

(in millions, except per share data and percentages)
Income statement data:

Interestrevenue .................. NT$ 7,051 NT$ 6,364 NT$ 6,239 US$ 184 NT$ 1,560 NT$ 1,006 US$ 30
Servicefees ............... .. ... 1,526 1,908 1,579 47 353 285 8
Gain (loss) on securities ........... 470 (392) (369) (11) 252 581 17
Other net non-interest (loss)

income . ... (943) 1,370 149 4 388 112 3
Netrevenue ..................... 8,104 9,250 7,598 224 2,553 1,984 59
Bad debtexpense ................ (9,753) (1,861) (1,930) (57) (499) (541) (16)
Operating expenses . . ............. (6,070) (5,882) (5,404) (160) (1,400) (1,253) (37)
Net (loss)income ................. (7,276) 1,423 227 7 607 172 5
Basic EPS (beforetax) ............ (5.50) 0.75 0.11 0.0034 0.33 0.10 0.0030
Basic EPS (aftertax) .............. (5.16) 0.73 0.12 0.0037 0.31 0.09 0.0027
Balance sheet data:
Notes discounted and loans, net .. .. 232,926 276,618 280,299 8,276 275,922 275,341 8,129
Totalassets ..................... 352,465 386,796 403,574 11,915 397,998 395,342 11,672
Deposits and remittances .......... 286,746 325,764 356,027 10,512 335,217 354,618 10,470
Total liabilities . . .................. 332,565 365,571 382,969 11,307 375,871 374,542 11,058
Total shareholders’ equity .......... 19,900 21,225 20,605 608 22,127 20,800 614
Other data:
Net interest margin® .............. 2.38% 1.92% 1.69% 1.69% 1.73% 1.12% 1.12%
Gains (loss) on securities/net non-

interest (loss) income ............ 44.63% (13.58)%  (27.15)% (27.15)% 25.38% 59.41% 59.41%
Net non-interest income/net

revenue®@ ... ... 12.99% 31.20% 17.89% 17.89% 38.90% 49.29% 49.29%
Bad debt expense/net revenue . . .. .. 74.90% 63.59% 71.12% 71.12% 54.84% 63.16% 63.16%
Return on average equity® . ........ (36.64)% 6.92% 1.08% 1.08% 2.80% 0.83% 0.83%
Return on average assets® ........ 2.11)% 0.39% 0.06% 0.06% 0.15% 0.04% 0.04%
NPL ratio® . ..................... 1.70% 1.85% 1.87% 1.87% 1.89% 1.91% 1.91%
Coverage ratio® . ................. 84.12% 56.38% 66.42% 66.42% 63.94% 63.70% 63.70%
Capital adequacy ratio®™ ........... 12.52% 10.72% 10.57% 10.57% 11.51% 10.88% 10.88%
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Calculated using average daily balances of interest earning assets; ratio annualized.

Net non-interest income includes service fees, gains on securities and other non-interest income.

Calculated by dividing net income for the period by the average ending shareholders’ equity balances for the preceding
and the current fiscal years.

Calculated by dividing net income for the period by the average ending total assets balances for the preceding and the
current fiscal years.

Calculated by dividing non-performing loans by gross loans.

Calculated by dividing total loan loss reserves by total amount of non-performing loans.

Determined in accordance with the requirements of the FSC.
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RISK FACTORS

An investment in our GDSs involves significant risks. You should carefully consider the
risks described below and the other information in this offering memorandum, including our
consolidated financial statements and related notes, before you decide to buy our GDSs. If
any of the following risks actually occur, our business, prospects, financial condition and
results of operations could be materially affected, the trading price of our GDSs could
decline and you could lose all or part of your investment. In particular, purchasers of our
GDSs should pay particular attention to the fact that we are governed in the ROC by a legal
and regulatory environment that in some material respects may differ from that which
prevails in other countries, including the United States.

RISKS RELATING TO SHIN KONG FHC AND THE SHIN KONG COMPANIES
Risks Relating to Shin Kong FHC and the Shin Kong Companies Generally

Credit risk exposes us to losses caused by financial or other problems experienced by
third parties.

We are exposed to the risk that third parties that owe us money, securities or other
assets will not perform their obligations. These parties include trading counterparties,
customers, clearing agents, exchanges, clearing houses and other financial intermediaries,
as well as issuers whose securities we hold. These parties may default on their obligations
due to bankruptcy, lack of liquidity, operational failure or other reasons. This risk may arise,
for example, from:

° holding securities of third parties;

o entering into swap or other derivative contracts under which counterparties have
long-term obligations to make payments;

° executing securities, futures, currency or commodity trades that fail to settle at the
required time due to non-delivery by the counterparty or systems failure by
clearing agents, exchanges, clearing houses or other financial intermediaries; and

° extending credit through margin loans or other arrangements.

° No assurances can be given that these arrangements will not have an adverse
effect on our results of operations and financial condition.

Interest rate volatility could significantly affect our financial condition and results of
operations.

A significant portion of our assets consists of, and a significant portion of our revenue is
derived from, assets that are monetary in nature. We are therefore subject to significant risk
from changes in interest rates. Our financial performance may be negatively affected by
changes in interest rates.

Shin Kong Life. Shin Kong Life’s insurance policies and fixed annuities generally carry
the risk that changes in interest rates may reduce its “spread,” or the difference between
(i) the amount of investment return it is able to earn on its general account investments to
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support the obligations it is required to pay under its products and (ii) the actual amount it is
required to pay under these products. A decline in spread from these or other products could
have a material adverse effect on our life insurance operations.

Market interest rates in Taiwan have gradually decreased since the second half of
2008. In periods of declining interest rates, Shin Kong Life’s average investment yield will
decline as maturing investments, as well as bonds and loans that are redeemed or prepaid
to take advantage of the lower interest rate environment, are replaced with new lower
yielding investments. In particular, as Shin Kong Life’s life insurance policies tend to have a
longer duration than its investments, and because its life insurance premiums are calculated
based on a fixed assumed investment yield, lower interest rates tend to reduce the yield on
its investment portfolio while obligations on its outstanding policies remain unchanged,
thereby reducing its profitability. A decline in market interest rates available on investments
could also reduce returns from investments of capital that do not support particular policy
obligations. In addition, certain of Shin Kong Life’s insurance and investment products
guarantee a minimum credited interest rate, and Shin Kong Life may become unable to earn
its spread income should interest rates decrease significantly. As a result, during this period
of declining interest rates, investment yields earned with respect to a significant portion of
Shin Kong Life’s outstanding life insurance policies fell below the assumed guaranteed
interest rates used in its premium calculations, and in some cases below the guaranteed
rates of return set forth in its policies.

In periods of increasing interest rates, while the increased investment yields will result
in increased returns on Shin Kong Life’s investment portfolio, surrenders of policies may
increase as policyholders seek investments with higher perceived returns. A rise in interest
rates could also result in a decrease in the market value of its fixed-income investments. In
addition, in periods of rising interest rates, Shin Kong Life may not be able to replace assets
in its general accounts with higher yielding assets needed to fund higher interest rates,
which are in turn necessary to keep its life insurance and fixed annuity products competitive.
As a result, it may have to accept a lower spread and thus lower profitability or face a
decline in sales and loss of existing contracts and related assets.

Shin Kong Bank. Shin Kong Bank’s profitability is dependent to a large extent on its net
interest income. Changes in market interest rates, changes in relationships between short-
term and long-term market interest rates, or changes in the relationships between different
interest rate indices can affect the interest rate charged on interest-earning assets
differently than the interest rate paid on interest-bearing liabilities. Shin Kong Bank may
experience decreases or increases in net interest income in a decreasing interest rate
environment.

Loan prepayments generally accelerate as interest rates fall. Prepayments in a
declining interest rate environment will reduce Shin Kong Bank’s net interest income and
adversely affect its earnings because the income it receives on its reinvested funds would
generally be lower.

Shin Kong Securities and MasterLink. Net interest income accounted for 8.9% and
11.9% of Shin Kong Securities’ and MasterLink’s total operating income, respectively, for the
three months ended March 31, 2009. Net interest income is the difference between interest
income on interest-earning assets, such as margin loans and fixed income securities, and
interest expense on interest-bearing liabilities, such as bonds payable and bonds sold under
agreements to repurchase. Fluctuations in interest rates are not predictable or controllable.

18



If a significant change in interest rates were to occur, Shin Kong Securities and MasterLink
could suffer significant declines in net interest income, which could have an adverse effect
on the earnings of Shin Kong Securities and MasterLink.

All of our businesses are highly regulated and we may be adversely affected by future
regulatory changes.

Each of our principal business activities in insurance, banking and securities brokerage
is highly regulated by various ROC governmental agencies, and particularly the FSC (which
includes the Insurance Bureau, the Securities and Futures Bureau, the Banking Bureau, and
the Financial Examination Bureau) and the CBC, as well as numerous other agencies. See
“Regulation of the Taiwan Financial Services Industry.” Compliance with all of the
regulations that our businesses will continue to be subject to places a burden on our
activities. In addition, these regulations may change from time to time and we cannot assure
you that future legislative or regulatory changes, including deregulation, will not materially
and adversely affect our businesses, financial performance and other results. Failure to
comply with any of the laws, rules and regulations to which we are subject could result in
fines, suspension or expulsion, which could have an adverse effect upon us. Additionally,
deregulation could subject us to increased competitive pressures, which could have an
adverse effect upon us.

Our cross-selling activities may be unsuccessful, in part due to the regulatory
environment.

We intend to enhance our group synergies by further expanding cross-selling efforts
among our operating subsidiaries. However, the regulations governing cross-selling allow us
to use only a portion of the information we have available about our customers. Except for
certain basic information, we are not allowed to use that information for cross-selling
purposes unless our customers consent to such use. The vagueness of the regulations
allows for a high level of discretion on the part of the regulators empowered to review our
cross-selling activities. If we are deemed to violate any cross-selling regulations, we may be
required to halt our cross-selling activities, which may have an adverse effect on our
businesses and revenues.

We, Shin Kong Life and Shin Kong Bank have experienced ratings downgrades
recently and may experience additional future downgrades in ratings. A downgrade in
financial strength, claims-paying or credit ratings could limit our or their ability to
market products, increase the number or value of policies being surrendered, increase
borrowing costs and/or hurt our or their relationships with creditors or trading
counterparties.

Our ratings, which are intended to measure our ability to meet our obligations, are an
important factor affecting public confidence in most of our products and, as a result, our
competitiveness. The interest rates we pay on our borrowings are largely dependent on our
credit ratings.

Shin Kong FHC. In April 2009, Taiwan Ratings Corporation downgraded the long-term
rating of Shin Kong FHC to “twA+.” In addition, S&P downgraded the long-term rating of
Shin Kong FHC to “BBB-.” Downgrading of our credit ratings may be attributable to events
that are beyond our control. A downgrade, or the potential for such a downgrade, of our
ratings would potentially limit our ability to raise capital or conduct the businesses of our
subsidiaries and would reduce our profitability. Downgrading of our credit ratings would also
increase our cost of borrowing and reduce our profitability.
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Shin Kong Life. Two important measures of financial strength that customers consider
are an insurer’s ratings by credit rating agencies and its solvency margin ratio. In April 2009,
Taiwan Ratings Corporation downgraded the long-term rating of Shin Kong Life to “twAA-.”
In addition, S&P downgraded the long-term rating of Shin Kong Life to “BBB.” A ratings
downgrade, or the potential for such a downgrade, of Shin Kong Life or a significant
reduction in its solvency margin ratio could, among other things, increase the number of
policy surrenders, adversely affect Shin Kong Life’s relationships with sales agents and
other distributors of its products and services, and negatively impact new sales.

Shin Kong Bank. In April 2009, Taiwan Ratings Corporation downgraded the long-term
rating of Shin Kong Bank to “twAA-.” In addition, S&P downgraded the long-term rating of
Shin Kong Bank to “BBB.” A downgrade, or the potential for such a downgrade, of the rating
of Shin Kong Bank could limit the ability to market products, increase borrowing costs and/or
hurt relationships with creditors or trading counterparties. Downgrading of its credit ratings
would also potentially limit its abilities to raise capital or conduct the businesses of its
subsidiaries.

As a result of the recent difficulties experienced by many financial institutions, including
insurance companies, rating organizations have heightened the level of scrutiny that they
apply to such institutions, increased the frequency and scope of their credit reviews,
requested additional information from the companies that they rate, and adjusted upward the
capital and other requirements employed in the rating organization models for maintenance
of certain ratings levels. It is possible that the outcome of such reviews of our company or
our subsidiaries will have additional adverse ratings consequences, which could have a
material adverse effect on our results of operations and financial condition.

All of our businesses operate in highly competitive markets, and we may be unable to
compete successfully.

All of our businesses operate in highly competitive markets. Some of our competitors
are better capitalized and have access to cheaper sources of funds. Some of our
competitors are foreign, and in some cases, are able to provide products that we, as a
domestic financial services company, cannot provide. We compete across all our businesses
on the basis of price, product, compensation, geographic location and service.

Specifically, Shin Kong FHC faces competition from the 14 other financial holding
companies approved to operate in Taiwan, overseas financial holding companies and
monoline financial service providers. Although we are the seventh largest financial holding
company in Taiwan as measured by total assets, some of our competitors are more
integrated and experienced and have stronger business lines than we do, in each case
making it difficult for us to compete with them on price, product range or product channeling.

Shin Kong Life. As of March 31, 2009, there were 30 life insurance companies in
Taiwan. The Taiwan life insurance market can be segmented into three categories:
incumbent firms, including Shin Kong Life, which were licensed prior to 1992, foreign
companies that entered the market after 1987 and domestic insurers that were licensed after
1993. Unlike the Taiwan banking market, where the incumbent, state controlled banks and
the new, privately owned firms compete for different segments of the market, all life
insurance companies in Taiwan largely compete in the same market. While certain business
practices may differ, our competitors have significant overlap in the range of products and
services offered. The life insurance industry is also extremely concentrated, with the top four

20



insurers accounting for approximately 52.6% of the industry’s premiums in 2008. If Shin
Kong Life is unable to compete successfully, its results of operations and financial condition
would be materially and adversely affected.

Shin Kong Bank. As of March 31, 2009, there were 37 domestic commercial banks and
27 credit co-operatives operating in Taiwan. Shin Kong Bank competes principally with other
commercial banks in the ROC as well as government-owned banks, specialized banks, and
branches of foreign banks operating in Taiwan. Historically, the banking industry was largely
dominated by government-owned banks. Following a change in the political environment in
1988, the ROC government initiated a deregulation and privatization program, and from 1990
to 1992, granted 16 new banking licenses to encourage competition in the private sector.
Since then, the new banks have gained market share at the expense of government-owned
banks. Branches of foreign banks also compete for market share. In April 2009, the five
largest banks in Taiwan accounted for 39.9% of Taiwan’s bank deposits. If Shin Kong Bank
is unable to compete successfully, its results of operations and financial condition would be
materially and adversely affected.

Shin Kong Securities and MasterLink. As of March 31, 2009, there were 50 full service
securities firms and 39 stand-alone brokerage firms in Taiwan. Many of these securities
firms are larger, have broader customer bases and more diversified product offerings than
Shin Kong Securities and MasterLink. In addition, customers of brokerage services in
Taiwan routinely maintain accounts at more than one firm. As a result, all aspects of Shin
Kong Securities’ and MasterLink’s business are intensely competitive. Shin Kong Securities
and MasterLink have also been affected by the entry of new and non-traditional competitors
such as commercial banks and Internet broker-dealers. Shin Kong Securities and MasterLink
compete for clients and talent in every aspect of their businesses. If Shin Kong Securities
and MasterLink are unable to compete successfully, their results of operations and financial
conditions would be materially adversely affected.

Our risk management policies and procedures may leave us exposed to unidentified or
unanticipated risk, which could negatively affect our businesses or result in losses.

Our policies and procedures to identify, monitor and manage risks may not be fully
effective. In particular, the Shin Kong Companies’ hedging strategies and other risk
management techniques may not be fully effective in mitigating their risk exposure in all
market environments or against all types of risks, including risks that are unidentified or
unanticipated. Many of their methods of managing risks and exposures are based upon the
use of observed historical market behavior or statistics based on historical models. As a
result, these methods may not predict future exposures, which could be significantly greater
than the historical measures indicate. Other risk management methods depend upon the
evaluation of information regarding markets, clients, catastrophe occurrence or other matters
that is publicly available or otherwise accessible to the Shin Kong Companies, which may
not always be accurate, complete, up-to-date or properly evaluated. We plan to continue to
implement enhanced risk management procedures for all our credit exposures, including
credit evaluation and rating methodologies, credit risk pricing models and risk monitoring
and control mechanisms, and to constantly monitor the ratings changes of our investments.
However, management of operational, legal or regulatory risks requires, among other things,
policies and procedures to record properly and verify on a timely basis a large number of
transactions and events, and we cannot assure you that these policies and procedures are
fully effective.
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All of our businesses rely on data processing systems, the failure of which could
materially affect these businesses.

All of our businesses — insurance, banking and securities — are highly dependent on
the ability to timely process a large number of transactions across numerous and diverse
markets and products, at a time when transaction processes have become increasingly
complex and are increasing in volume. The proper functioning of financial control,
accounting or other data processing systems is critical to our businesses and to our ability to
compete effectively. Shin Kong FHC and the Shin Kong Companies maintain backup data
centers or offsite communication networks that can be used in the event of catastrophe,
failures of the primary systems or coordinated attack. There can be no assurance, however,
that in the event of a partial or complete failure of any of primary systems, these backup
systems would perform as planned and significant businesses of Shin Kong FHC and the
Shin Kong Companies could be materially adversely affected, our reputation could suffer and
our financial and other results could be materially and adversely affected.

Agent and employee misconduct is difficult to detect and deter and could harm our
business, reputation, results of operations or financial condition.

Agent and employee misconduct could result in violations of law by us, regulatory
sanctions and/or serious reputational or financial harm. Employee misconduct can occur in
each of our businesses and could include:

° engaging in misrepresentation or fraudulent activities when marketing or selling
insurance policies or annuities contracts to customers;

° failing to report or remit customer’s payment of insurance premium in cash or cash
equivalents;

° binding us to a transaction that exceeds authorized limits;

® hiding unauthorized or unsuccessful activities resulting in unknown and
unmanaged risks or losses;

° improperly using or disclosing confidential information;
° recommending transactions that are not suitable;
o engaging in fraudulent or otherwise improper activity;

° engaging in unauthorized or excessive trading to the detriment of customers; and/
or

° otherwise not complying with laws or our control procedures.

Shin Kong FHC or the Shin Kong Companies could be held in violation of civil and
criminal law, or liable for damages, should a similar event occur. For example, as a result of
statements made by a few of our sales agents, in March 2009, we were fined NT$2.4 million
and were prohibited from selling investment-linked products for a period of three months
starting from March 2009 by the FSC for misrepresentations when we marketed and sold
certain investment-linked insurance policies. In addition, in April 2009, we were fined NT$7.2
million by the FSC for non-compliance with the ROC Insurance Act.
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We cannot always deter employee misconduct, and the precautions we take to prevent
and detect these activities may not be effective in all cases. We cannot assure you that
employee misconduct and the resulting sanctions from the authorities will not lead to a
material and adverse effect on our business, reputation, results of operations or financial
condition.

ROC legal requirements and contractual obligations, including restrictions on
beneficial ownership, could delay, deter or prevent a takeover attempt. An investor
may not acquire beneficial ownership of significant amounts or our Common Shares
without regulatory approval.

ROC regulatory and other restrictions may delay a potential merger or sale of Shin
Kong FHC, even if Shin Kong FHC’s board of directors decides that it is in the best interests
of shareholders to merge or sell Shin Kong FHC. These restrictions may also delay sales or
acquisitions of our subsidiaries and include the calling of special meetings by shareholders.
In addition, under the ROC Financial Holding Company Act, any person wishing to hold more
than 10%, 25% or 50% of the equity interest in a financial holding company must apply to
the FSC for approval. The voting rights of the portions exceeding the above percentages will
be restricted if such approval is not obtained. A shareholder holding more than 10% of a
financial holding company must meet the fit and proper requirements promulgated by the
FSC. See “Regulation of the Taiwan Financial Services Industry” and “Description of Share
Capital.”

Our ability to service our debt and pay dividends depends on dividends and other
distributions from our subsidiaries, which are subject to regulatory and other limits.

We are a holding company, conduct no significant business operations on our own and
expect to depend upon dividends and other distributions from our subsidiaries for almost all
of our revenues. We currently conduct almost all of our operations through our subsidiaries.
Most of our assets are held by, and almost all of our earnings and cash flows are attributable
to, such subsidiaries. Our liquidity, ability to pay interest and expenses and meet obligations,
and ability to pay cash dividends on our shares are dependent upon our ability to obtain a
flow of funds from those subsidiaries. There can be no assurance that these subsidiaries will
generate sufficient earnings and cash flows to pay dividends or otherwise distribute
sufficient funds to us to enable us to meet our obligations, pay interest and expenses or
declare dividends.

Certain of our operating subsidiaries have a history of paying dividends in the past.
Nevertheless, it is uncertain whether dividends will be paid to Shin Kong FHC from time to
time, or at all. Whether or not dividends will be paid depends on various business
considerations and regulatory limits. We are required by the ROC Financial Holding
Company Act to provide support to Shin Kong Life, Shin Kong Bank and Shin Kong
Securities if (i) their capital adequacy ratio falls below statutorily required levels or (ii) their
business or financial condition deteriorates and therefore they cannot pay their debts or the
interests of their depositors may be affected, which could in certain instances limit our ability
to pay dividends. Generally, Taiwan corporations are required to set aside 10.0% of their
annual income, less prior years’ losses, if any, and applicable income tax, as a legal
reserve. As a result, Taiwanese corporations may generally only declare up to 90.0% of their
current earnings in any year as dividends to their shareholders. In addition, Taiwanese
corporations have to set aside a special reserve from retained earnings equal to the net
reduction of shareholders’ equity as of the end of the previous year resulting from
adjustments such as cumulative translation adjustments and unrealized loss on long-term
investments. Further, our subsidiaries are governed by banking, insurance, brokerage and
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other regulations which further restrict their ability to pay dividends, including the following:
(a) Shin Kong Life is restricted from paying a dividend unless (1) all losses from previous
years have been covered, (2) a legal reserve of 20% has been appropriated and (3) a
special reserve has been appropriated; (b) Shin Kong Bank is restricted from paying a
dividend unless (1) it has established, for the current year, a legal reserve of 30% of its net
income for the previous year, (2) the cash dividend portion of such dividend does not exceed
15% of its paid-in capital unless the legal reserve is 100% or more of its paid-in capital and
(3) it maintains a capital adequacy ratio of at least 8%; and (c) Shin Kong Securities is
restricted from paying a dividend unless it has paid taxes, offset accumulated losses and
provided 10% of its net income as legal reserve and 20% of its net income as special
reserve; provided, however, where existing legal reserve or special reserve exceeds paid-in
capital, Shin Kong Securities is not required to provide a further reserve. There can be no
assurance that dividends will be paid to us or that we will make any dividend payments on
our Common Shares.

Our ability to service our debts and pay dividends may be further subject to restrictions
under indentures and loan covenants under loan agreements governing, in each case,
indebtedness we may incur. In addition, our subsidiaries may incur substantial indebtedness
to third parties, the terms of which may restrict our ability to obtain funds from the applicable
subsidiaries. For more details, see “Regulation of the Taiwan Financial Services Industry”
and “Description of Share Capital — Dividends and Distributions.”

We may need to raise additional capital in particular to increase the risk-based capital
ratio of Shin Kong Life, and failure to comply with risk-based capital ratio
requirements may result in regulatory actions by the FSC.

Pursuant to the ROC Insurance Act and Regulations Governing Capital Adequacy of
Insurance Enterprises (together, the “Regulations”), the FSC introduced a risk-based capital
standard on July 9, 2003 as a way to measure the financial soundness of life insurance
companies and to provide for better policyholder protection under a system of prompt
corrective action. The statutory risk-based capital standard is measured by the amount of
capital an insurance company has to support the degree of risk associated with its
operations and investments. Under the Regulations, different asset categories are assigned
different weights in accordance with the amount of risk associated with the asset. The
Regulations further provide that, among other risks, the risks for a life insurance company
include (1) asset risks, (2) insurance risks, and (3) interest risks.

In October and November of 2008, FSC amended its rules on risk-based capital for
insurance companies, in view of the global financial crisis and its impact on the domestic
insurance market. The amendment lifted restrictions on the calculation of total adjusted net
capital, which expanded funding channels available to insurance companies and reduced the
pressure to raise additional capital when they suffer an investment loss. Shin Kong Life’s
risk-based capital ratio, after taking into account the policy changes, was 227.39% on
December 31, 2008, which is greater than the minimum threshold. However, the amendment
is only in effect until December 31, 2009, and we cannot assure you that FSC will extend
such amendment and not revert to the previous formulae. In addition, if we cannot raise
additional capital by the end of 2009 and the risk-based capital ratio of Shin Kong Life falls
below the minimum threshold of 200%, the FSC may take certain actions, which range from
increased information disclosure requirements to mandatory control of the company by the
domiciliary insurance department.
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We expect that the proceeds from the offering of the GDSs, the concurrent offering of
Common Shares to our employees and the Rights Issue will be no less than NT$18 billion. In
addition, to the extent that such proceeds do not meet our expectations and as otherwise
necessary to strengthen our capital position or comply with regulatory requirements, we will
dispose of additional real estate assets. However, there can be no assurance we will be able
to raise such amount of additional capital. For example, subscribers of the offering of GDSs
in the ROC Subscription may not pay for the full amount of subscribed number of GDSs or at
all, or we may not be able to conduct the Rights Issuance or disposal of our real estate
assets on favorable terms or at all. If we do not raise sufficient additional capital, our
business condition could be adversely affected. In particular, if we cannot raise additional
capital by the end of 2009 and the risk-based capital ratio of Shin Kong Life falls below the
minimum threshold of 200%, the FSC may take certain actions, which range from increased
information disclosure requirements to mandatory control of the company by the domiciliary
insurance department.

We have substantial leverage, which could adversely affect our financial position and
ability to service debt.

We issued unsecured bonds in Taiwan with an aggregate principal amount of NT$5.0
billion in May 2008, unsecured subordinated bonds in Taiwan with an aggregate principal
amount of NT$4.7 billion in September 2008, and zero coupon convertible bonds due 2010
with an aggregate principal amount of US$250 million in December 2005.

We may incur additional indebtedness from time to time to finance acquisitions or
capital expenditures or for other purposes. Our ability to pay interest on our outstanding
bonds, and to satisfy our other debt obligations, will depend upon factors such as:

° our future operating performance, the operating performance of our subsidiaries
and the amount of dividends we receive from our subsidiaries; and

] our ability to enter into new debt facilities or otherwise refinance our existing
obligations as new business needs emerge.

These factors will be affected by prevailing economic conditions and financial, business
and other matters, certain of which are beyond our control. If we are unable to service our
indebtedness we will be forced to adopt an alternative strategy that may include reducing or
delaying capital expenditures, selling assets, restructuring or refinancing our indebtedness,
or seeking additional equity capital. There can be no assurance that any such strategy could
be effected on satisfactory terms, if at all.

As long as we have a substantial amount of debt, the consequences on our business
could, among other things:

° require us to dedicate a substantial portion of our income to payment of our
existing debt, reducing the availability of our cash flow to fund working capital,
capital expenditures, acquisitions and other general corporate requirements;

° limit our ability to take advantage of significant new business opportunities;

° make it more difficult for us to satisfy our payment obligations if market or
operational conditions deteriorate;
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° increase our vulnerability to general adverse economic and industry conditions;

° limit our flexibility in planning for, or reacting to, changes in our business and the
industry in which we operate; and

° place us at a competitive disadvantage compared to our competitors that have less
debt.

We may not be able to attract and retain a sufficient number of highly skilled
personnel.

Most aspects of our business are dependent on highly skilled individuals. We devote
considerable resources to recruiting, training and compensating these individuals. Most of
our employees, however, are not subject to long-term employment contracts or non-compete
agreements. Individuals employed in our various businesses may choose to leave at any
time to pursue other opportunities, and may seek to divert customer relationships that they
have developed. Further, expansion of our operations will require us to retain our present
personnel and attract additional qualified personnel. Our business could suffer if we lose the
services of any of our highly skilled personnel and cannot adequately replace them.

The Wu family and Dai-ichi could exercise substantial control over us.

Our large shareholders include a number of holding companies, investment companies
and other entities that are affiliated with the Wu family. These shareholders, which may be
expected to act together, beneficially owned or controlled greater than 20.0% of our issued
shares as of April 21, 2009, the most recent record date. In addition, except for the three
independent directors, 11 of our 12 directors are appointed by four companies and three
foundations that are affiliated with the Wu family, and, therefore, could give the Wu family
the ability to control our affairs and operations through the actions of the board of directors.
Furthermore, Dai-ichi owns 14.9% of our issued shares as of April 21, 2009.

As long as the Wu family and Dai-ichi continue to beneficially own a significant portion
of our Common Shares, they could jointly or severally have substantial or controlling
influence over our affairs and operation. The interests of the Wu family and Dai-ichi in
deciding matters to be voted upon at our shareholders’ meetings, and the factors that they
consider in reaching those decisions, could be different from your interests.

Decisions made by senior management with respect to related party transactions may
not be considered by shareholders to be in their best interests.

We have engaged from time to time in a variety of transactions with our affiliates. Our
policy on transactions with affiliates is that such transactions are conducted on terms at
least as favorable to us as could be obtainable by us in a comparable arm’s length
transaction with a person other than an affiliate. We believe that all transactions entered into
with our affiliates have benefited us, reduced our operating costs and improved our financial
performance. We may enter into additional transactions with any of our other affiliates in the
future. No assurance can be given as to the terms of such transactions or that all of our
transactions will benefit shareholders. See “Major Transactions with Related Parties.”
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Changes in relationships with or performance of strategic partners could harm our
operations.

We have entered into a number of alliances with other companies to promote our
business. These alliances include the following:

° Shin Kong Life established a 50/50 joint venture together with Hainan Airlines
Group, a leading aviation conglomerate in the PRC, to market life insurance
products developed for the fast growing life insurance market in the PRC;

] Shin Kong Life has formed a business alliance with Dai-ichi, the third largest life
insurance group in Japan, to develop and design innovative life insurance
products, to increase sales of group insurance products, and to share experiences
in asset and liability management. Shin Kong Life also reinsures a portion of its
risks through Dai-ichi and entrusts US$100 million to DIAM International Ltd., a
joint venture of Dai-ichi, for management and investment; and

° Shin Kong Life has formed a business alliance with MasterLink, our 26.3% owned
subsidiary, for sales of Shin Kong Life’s insurance products.

Our ability to realize the benefits we seek from our business alliances is subject to a
number of risks, including:

° the business objective of our strategic partners may change in a way that makes
these alliances unattractive to them;

° our strategic partners may no longer perceive us as an attractive alliance partner;

° our strategic partners may perform poorly, or fail to perform at all, under our
business alliances due to financial difficulties or other reasons outside of our
control; and

° our strategic partners may suffer reputational damage as a result of misconduct or
other reasons.

Because of these risks, we could face difficulty in implementing our business strategies,
which could have a material and adverse effect on our financial condition and results of
operations.

We may be unsuccessful in selling Shin Kong Securities to MasterLink.

In April 2009, in order to consolidate our securities brokerage services, Shin Kong
Securities entered into a sale agreement to transfer its brokerage business and properties to
MasterLink, our 26.3% owned and consolidated subsidiary. The transaction is expected to be
completed in the fourth quarter of 2009. Consummation of the sale is subject to approvals
from governmental authorities and certain other customary conditions. Therefore, we cannot
assure you that the transaction will be completed as planned.
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We may be unsuccessful in completing future acquisitions.

We may acquire companies in the financial services industries that can benefit from our
competitive strengths and enhance our competitive advantages. Our ability to grow by
acquisition is dependent upon, and may be limited by, the availability of suitable acquisition
candidates, our ability to negotiate acceptable acquisition terms and our assessment of the
characteristics of potential acquisition targets such as:

° financial condition and results of operations;

° attractiveness of products and services;

] suitability of distribution channels;

® management ability; and

° the degree to which the acquired operations can be integrated with our operations.

In addition, the completion of these acquisitions is subject to a number of risks,
including the following:

° access to capital once the proceeds of this offering have been used;
] restrictions contained in our debt instruments; and
° the uncertainty of the legal environment relating to mergers and acquisitions.

Lastly, growth by acquisitions involves risks that could have a material and adverse
effect on our results of operations, including difficulties in integrating the operations, hidden
asset quality problems, personnel of the acquired companies, diversion of management
attention from the operation of the existing businesses and the potential loss of key
personnel and customers of acquired companies. We cannot assure you that we will be able
to identify suitable acquisition candidates, complete the acquisitions on satisfactory terms or,
if any such acquisitions are consummated, satisfactorily integrate acquired businesses.

Risks Relating to Our Life Insurance Operations

Our internally calculated embedded value and value of one year of new business are
based on a variety of assumptions, including management’s subjective beliefs, and
should not be deemed to directly reflect our actual value or the value of our Common
Shares.

On May 19, 2009, Shin Kong Life issued a press release disclosing that it had, for
internal purposes, calculated its embedded value as of December 31, 2008 to be
approximately NT$80.7 billion, and that its value of one year of new business was
approximately NT$10.7 billion. The principal assumptions used to calculate the embedded
value and the value of one year of new business included an investment return of 4.7% and
a risk discount rate of 9.5%. The embedded value of a life insurance company reflects the
value of the insurance business on its books and in force as of the date of the valuation. The
value of one year of new business reflects the value added to an insurance company by the
business sold in the most recent 12 months. As such, it is a measure of the profitability of
the insurance company’s current products, and its ability to sell and distribute these
products effectively. For the purpose of the calculation of the value of one year of new
business, Shin Kong Life’s new business from January to December 2008 was used.
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Shin Kong Life’s embedded value and value of one year of new business were based
on, among other things, a number of assumptions made by Shin Kong Life’s management.
These assumptions, which are inherently subjective in nature, include those with respect to
industry performance, general business and economic conditions, investment return,
discount rate, growth in new policies and other matters, many of which are beyond Shin
Kong Life’'s control. As a result, Shin Kong Life’s actual future experience may vary
materially from that assumed in the calculations.

Furthermore, since our actual market value is determined by investors based on a
variety of information available to them, and since Shin Kong Life is only one of our
subsidiaries, Shin Kong Life’s embedded value and value of one year of new business
should not be deemed to be a direct reflection of our actual market value, and should not be
construed to have any correlation with the price of our Common Shares. In addition, we may
release updated embedded value calculations in the future. We cannot be sure whether the
updated calculations will result in embedded value higher or lower than those reported in the
announcement. The inclusion of Shin Kong Life’s embedded value and value of one year of
new business in this offering memorandum should not be regarded as a representation by
us, the initial purchasers or any other person of Shin Kong Life's actual value or future
profitability. For these reasons, you should only consider Shin Kong Life’s embedded value
and value of one year of new business after carefully evaluating all of the risks described in
this offering memorandum, including the other risks described in this section of the offering
memorandum.

The difference between actual claims experience and underwriting and reserve
assumptions may require increased reserves.

The reserves established by Shin Kong Life for future life insurance and annuity policy
benefits are based upon several assumptions and are further determined by formulae
promulgated or approved by the FSC based on the FSC’s analysis of industry-wide historical
loss information.

The earnings of Shin Kong Life therefore depend on the extent to which its actual
claims experiences are consistent with the assumptions used in setting the prices of its
products and establishing the reserves for its obligations for future policy benefits and
claims. Shin Kong Life’s actual claims may differ materially from past experience. To the
extent that actual claims experience is less favorable than the underlying assumptions used
in establishing such reserve liabilities, Shin Kong Life could be required to augment its
reserves or incur a charge to earnings that in turn could have material adverse effects on
our life insurance operations. If Shin Kong Life’s provision for future policy benefits or claims
proves inadequate, its future earnings may be adversely affected. In addition, any changes
in regulatory guidelines or standards with respect to the required level of policy reserves
may require that we establish policy reserves based on more stringent estimates or actuarial
calculations. Such events could result in a need to increase provisions for policy reserves,
which may have a significant adverse effect on our financial condition and results of
operations.

Shin Kong Life may not be able to continue to grow rapidly in the Taiwan life
insurance market.

Shin Kong Life is Taiwan’s third largest insurance company in terms of first-year
premium income generated in 2008. As of March 31, 2009, Shin Kong Life had
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approximately three million life insurance customers, excluding group insurance customers.
As the Taiwan market for life insurance is relatively mature, future growth in our life
insurance business will depend to a large extent on persuading our competitors’ customers
to switch to Shin Kong Life and selling additional products to our existing customer base.
Shin Kong Life presently focuses on these goals by marketing through our extensive sales
network throughout Taiwan and devising new products in responding to industry trends and
customer demands. As the average age of the Taiwanese population increases, we
anticipate that the needs for medical and long-term health insurance will continue to grow.
To address the market demand, Shin Kong Life introduced several new medical and health
insurance products in 2009. We cannot assure you, however, that Shin Kong Life’s initiatives
will be successful. If Shin Kong Life is not able to continue to grow its insurance revenues,
its operations may suffer.

Shin Kong Life may incur significant losses on its guaranteed rate products.

A significant portion of Shin Kong Life’s life insurance products provides guaranteed
rates of return to policyholders. This exposes Shin Kong Life to the risk that changes in
interest rates will reduce its interest rate spread. Since the assumed mortality and morbidity
rates and administrative expenses used in calculating the premiums for Shin Kong Life’s life
insurance products are estimated conservatively and are more stable, the difference
between actual and assumed mortality and morbidity rates and administrative expenses
experience has, in the past, generally offset any shortfall in interest rates. If the shortfall is
substantial, however, lower mortality and morbidity rates and administrative expenses may
not be able to cover the shortfall, and the policies in question may result in a net loss. If Shin
Kong Life is unable to earn a sufficient rate of return to cover the obligations under its
guaranteed rate products, its profitability will be materially and adversely affected.

Shin Kong Life’s lending business could be significantly affected by its asset quality
and the ability of borrowers to repay their loans.

Shin Kong Life is a significant lender, particularly in the residential real estate market.
As such, a significant portion of Shin Kong Life’s loan portfolio consists of residential
mortgage loans that are subject to non-payment risk. The risk of non-payment is affected by
credit risks of a particular borrower, changes in economic and industry conditions, the
duration of the loan and the value of the collateral. As of March 31, 2009, approximately
1.4% of Shin Kong Life’s secured loans were classified as non-performing loans, or NPLs, in
accordance with ROC bank regulations. This percentage could increase in future periods.
The majority of NPLs are not collected in full and Shin Kong Life must write off a significant
percentage of these loans.

There is no precise method of predicting loan losses. We cannot assure you that Shin
Kong Life’s allowance for loan and credit losses is or will be sufficient to absorb its actual
losses. Any significant increase in Shin Kong Life’s NPLs would likely have a material
adverse effect on its financial condition and results of operations and may also impact its
risk-based capital ratio.

A default by one or more of Shin Kong Life’s reinsurers may reduce its profitability
and adversely affect our life insurance operations.

Like other major insurance companies, Shin Kong Life transfers some of the risk it
assumes under the insurance policies it underwrites to reinsurance companies in exchange
for a portion of the premiums it receives in connection with the underwriting of these
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policies. Although reinsurance makes the reinsurer liable to Shin Kong Life for the risk
transferred, it does not discharge Shin Kong Life's liability to its policyholders. As a result,
Shin Kong Life is exposed to credit risk with respect to the reinsurers to whom it transfers
risk. A default by one or more of its reinsurers under its existing reinsurance arrangements
would increase its financial losses arising out of a risk it had insured, which would reduce its
profitability and may adversely affect its liquidity position.

If Shin Kong Life is not able to obtain reinsurance on a timely basis or at all, it may be
required to bear increased risks or reduce the level of its underwriting commitments.

Shin Kong Life’s ability to obtain reinsurance on a timely basis and at a reasonable cost
is subject to a number of factors, including prevailing market conditions, which are beyond
its control. The availability and cost of reinsurance may affect the volume of its business as
well as its profitability. Shin Kong Life may be unable to maintain its current reinsurance
coverage or to obtain other reinsurance coverage in adequate amounts and at favorable
rates. If it is unable to renew its expiring coverage or to obtain new reinsurance coverage,
either its net risk exposure would increase or, if it is unwilling to bear an increase in net risk
exposure, its overall underwriting capacity and the amount of risk it is able to underwrite
would decrease, and its profitability would be adversely affected.

Risks Relating to Our Investments
Our investment portfolio is exposed to a number of market risks.

The performance of our investments will materially affect our financial condition and
results of operations. Innovation, fluctuations in interest rates and changes in the investment
environment can affect market prices and the income from our investments. No assurance
can be given that our strategy of investing in a higher proportion of fixed-income securities
and foreign currency denominated securities will continue, or that such investments will not
result in capital losses (especially in a rising interest rate environment), which would
materially and adversely affect our financial condition and results of operations.

A majority of our consolidated assets are held through Shin Kong Life. As of March 31,
2009, approximately 4.5% of Shin Kong Life's total cash and invested assets were invested
in ROC equity securities, a majority of which were in common shares of companies that are
listed on the TSE. The Taiwan securities market is smaller and more volatile than the
securities markets in the United States and in certain European countries. Of Shin Kong
Life’s investments in ROC equity securities, 26.6% were in securities of financial services
and insurance companies. As a result, we are particularly susceptible to events which
adversely impact the securities of these companies.

We have increased the percentage of our invested assets that consist of foreign bonds
and securities denominated in foreign currencies. As of March 31, 2009, approximately
36.9% of Shin Kong Life’s invested assets consisted of such foreign investments. These
investments are therefore subject to risks that foreign currencies will fluctuate in a manner
that is adverse to us, as well to risks associated with the relevant foreign countries in which
the bonds are issued or in whose currencies the securities are denominated.

Difficult conditions in the global credit and financial markets could adversely affect
our results of operations and financial condition.

During the second half of 2007 and continuing through 2008 and 2009, the credit
markets and sub-prime residential mortgage market in the United States experienced
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substantial deterioration, liquidity disruptions, and market corrections that in turn have
affected the worldwide financial markets. Market uncertainty in the U.S. sub-prime mortgage
sector increased dramatically and further expanded to other markets, such as those for
leveraged finance, collateralized debt obligations, or CDOs, and other structured products.
As a result, Shin Kong Life recognized impairment losses of approximately NT$4.4 billion in
2008 and impairment losses of approximately NT$93 million in the three months ended
March 31, 2009 with respect to its holdings of CDOs. In addition, in the three months ended
March 31, 2009, Shin Kong Life recognized a loss of NT$1.0 billion from the sale of one
commercial mortgage-backed security, or CMBS, CDO and a loss of NT$0.3 billion from the
sale of one asset-backed security, or ABS, CDO. While Shin Kong Life has recorded losses
representing 21.6% of the book value of its CDO portfolio from January 1, 2008 to March 31,
2009 and is continuing to deploy hedging strategies and other activities to manage its
investment portfolio, continued adverse conditions in the U.S. mortgage and global credit
markets could result in additional losses. Therefore, there can be no assurance that the
underlying collateral of these investments will not perform worse than current market
expectations, which may lead to adverse changes in the cash flows on Shin Kong Life's
holdings of CDOs and additional impairments losses in Shin Kong Life’s investment portfolio.

In addition, the current conditions in the global credit and financial markets have
exerted significant downward pressure on prices of equity securities and virtually all other
asset classes and have resulted in substantially increased market volatility, severely
constrained credit and capital markets, particularly for financial institutions, and an overall
loss of investor confidence. These market conditions have affected and may continue to
affect our results of operations and investment portfolio since we are exposed to significant
financial and capital markets risks.

Our investment activities expose us to exchange rate risks.

In June 2008, Shin Kong Life obtained approval from the FSC to increase its portfolio of
investments denominated in foreign currency to 40.0% of its total cash and invested assets.
As of March 31, 2009, on a consolidated basis, foreign investments comprised approximately
36.9% of our total cash and invested assets. Income from foreign currency-denominated
investments is subject to volatility caused by, among other things, changes in foreign
currency exchange rates. To reduce the currency exposures for our foreign investments, we
hedge most of these investments through foreign currency swaps and forward currency
contracts to offset losses on our foreign investments resulting from foreign exchange
fluctuations. Our costs of hedging increase with the difference between spot and forward
rates caused by the interest differential between Taiwan and the country of the currency
being hedged.

In addition, we may employ hedging instruments with less than complete hedging
effectiveness from time to time. Any weakening of a foreign currency in which our
investments are denominated would reduce the value of our investments in that foreign
currency. We cannot assure you that our financial condition and results of operations would
not be materially affected by the effect of exchange rate fluctuations on our foreign currency-
denominated investments.

A decline in the real estate market may result in losses or decreased profitability.

Declines in real estate values could have a material adverse impact on the results of
our operations and financial condition. As of March 31, 2009, 3.3% of our total cash and
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invested assets consisted of loans secured by real estate and 6.8% consisted of real estate
investments. Further, consumer mortgage loans accounted for approximately 37.2% of Shin
Kong Life’s total loan portfolio. In a declining real estate market, we may experience
increasing loan delinquencies and higher NPL ratios. The real property securing NPLs may
also decrease in value, and as a result we may not be able to recover the full amount of the
loans extended.

Applicable ROC regulations may limit our ability to diversify our investment portfolio.

Pursuant to the ROC Insurance Law, investments by insurance companies are
restricted to deposits, certain securities, real estate, lending, special projects and public
investments with the approval of the relevant regulatory authorities, certain types of foreign
investments, insurance-related businesses, derivatives transactions for hedging purposes
with the approval of the relevant regulatory authorities and other investments with the
approval of the relevant regulatory authorities. Shin Kong Life’s inability to more broadly
diversify its investment portfolio exposes us to a significant level of risk associated with
these types of investments. In particular, a decrease in the value of any of these types of
investments may have a material and adverse effect on our financial condition and results of
operations.

Risks Relating to Shin Kong Bank

Shin Kong Bank’s large and concentrated positions in its credit portfolio may expose
it to large losses.

As of March 31, 2009, Shin Kong Bank’s ten largest credit exposures to single
borrowers accounted for outstanding credits totaling NT$27.5 billion, representing 9.2% of
its total outstanding credits as of that date. In addition, its largest single borrower as of
March 31, 2009 accounted for outstanding credits of NT$6.9 billion. Concentration of risk in
particular industries, for example, construction and electronics, and borrowers may result in
significant credit losses. If loans to large borrowers become non-performing, the quality of
Shin Kong Bank’s loan portfolio would be adversely affected.

Shin Kong Bank may experience a decline in collateral values or be unable to realize
collateral value.

A substantial portion of Shin Kong Bank’s loans are secured by real estate or securities,
the values of which may fluctuate or decline due to factors such as developments affecting
the Taiwan economy. While Shin Kong Bank’s general policy with respect to its secured
lending has been to lend between 50% and 80% of the market or appraised value of
collateral, downturns in the ROC real estate and securities markets have resulted in periodic
declines in the value of collateral securing a number of loans to levels below the outstanding
principal balance of such loans. See “Description of Assets and Liabilities of Shin Kong
Bank — Credit Exposure — Secured Loans.” Shin Kong Bank regularly and vigorously
assesses the value of collateral, security and guarantees and in certain instances requests
borrowers to provide additional collateral or to make loan repayments. Shin Kong Bank has
tightened the loan-to-value ratio for mortgage loan products, as well as implemented a
conservative internal appraisal process for collateral, and leveraged talent from the
investment department of the life insurance business. In addition, Shin Kong Bank has
actively monitored the profitability of its loan portfolio and regularly engaged its customers to
replace their unprofitable loans. Despite these measures, portions of its outstanding secured
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loans may be under-collateralized at any given time. A future decline in the value of its
collateral or its inability to obtain additional collateral may require Shin Kong Bank to take
additional loan loss provisions.

In the ROC, foreclosure on collateral generally requires a written petition to a court.
Foreclosure procedures may be subject to lengthy delays and administrative requirements
that may result in lower levels of recovery on collateral compared to its value. In addition,
other factors such as defects in the perfection of Shin Kong Bank’s security interests and
fraudulent transfers by borrowers may hinder its ability to recover on collateral. Accordingly,
there can be no assurance that Shin Kong Bank will be able to realize the full value of its
collateral.

Shin Kong Bank’s results of operations are significantly affected by the ability of its
borrowers to repay their loans and the adequacy of its allowance for loan losses.

Lending money is an essential part of the banking business. Borrowers do not always
repay their loans. The risk of non-payment is affected by credit risks of a particular borrower,
changes in economic and industry conditions, the duration of the loan and, in the case of a
collateralized loan, uncertainties as to the future value of the collateral. As of March 31,
2009, 1.9% of the gross loans of Shin Kong Bank were classified as NPLs. See “Description
of Assets and Liabilities of Shin Kong Bank — Asset Quality — Non-Performing Loans.”

There is no precise method of predicting loan and credit losses. Therefore, we cannot
assure you that Shin Kong Bank’s allowance for credit losses is or will be sufficient to absorb
actual losses. An increase in Shin Kong Bank’s NPLs would have an adverse effect on its
financial condition, results of operations and total capital adequacy ratio.

Restructured loans may become non-performing due to the way Shin Kong Bank has
structured loan interest payments.

In the restructuring of a number of Shin Kong Bank’s loans, in some cases under
government mandated restructuring programs, Shin Kong Bank has agreed with borrowers to
set interest payments at a relatively low rate for a certain period followed by larger payments
of interest in later periods, or to delay the payments of principal. The relatively low interest
and principal repayments in an early period increase the likelihood that a restructured loan
will be categorized as performing during such period. However, future payments may cause
the loan to become non-performing if the borrower is unable to make larger payments in
later periods. For the three months ended March 31, 2009, Shin Kong Bank had a total of
NT$1.7 billion in restructured loans. If a significant number of its customers are unable to
pay higher interest payments for these restructured loans or the ROC government requires
Shin Kong Bank to restructure loans for weakened borrowers, a large number of restructured
loans may become non-performing, thereby requiring additional provisions and capital and
having an adverse effect on Shin Kong Bank’s financial condition and results of operations.

Guidelines for loan classification and provisioning in Taiwan may be less stringent
than those in other countries.

The local practice in Taiwan with respect to loan classification and provisioning, in
certain circumstances, may be less stringent than those applicable to banks in the United
States and other countries. This may result in particular loans being classified in a category
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reflecting a lower degree of risk than in those other countries. Also, the amount of Shin Kong
Bank’s non-performing loans, as well as Shin Kong Bank’s reserves, may be lower than
would be reported if Shin Kong Bank were located in those other countries. See “Description
of Assets and Liabilities of Shin Kong Bank — Asset Quality — Loan Classifications.”

Our commercial banking operations are subject to delinquencies in credit card loans
and credit card fraud.

As of March 31, 2009, Shin Kong Bank had a total of 0.4 million active credit cards, and
revolving credit card debt accounted for approximately 3.1% of its consumer loans
outstanding. In recent years, consumer debt has increased rapidly in Taiwan and has
resulted in increases in the amount and rate of delinquencies. As of March 31, 2009, Shin
Kong Bank had an aggregate 90-day delinquency rate of 2.1% for credit card receivables,
and for the three months ended March 31, 2009, the bank recorded aggregate charge-offs of
NT$144 million related to credit cards.

Any widespread occurrence of credit card fraud may have a material and adverse effect
on our commercial banking operations. Banks in Taiwan have encountered an increase in
the occurrence of credit card fraud as a result of certain organized criminal activities
involving credit card forgery. Shin Kong Bank has not experienced any significant losses to
credit card fraud in the past three years. Although Shin Kong Bank has implemented anti-
fraud measures which we believe to be effective, we cannot assure you that these measures
will continue to be effective in the prevention of future credit card forgery.

Our commercial banking operations may be materially and adversely affected if Shin
Kong Bank is unable to attract sufficient deposits to fund its loan activities.

Most of the short-term funding requirements of Shin Kong Bank are met through
short-term funding, principally in the form of deposits, including customer deposits and
inter-bank deposits. As of March 31, 2009, approximately 85.6% of the combined deposits
(including settlement deposits) of Shin Kong Bank had current maturities of one year or less
or were payable on demand. In the past, a substantial portion of these deposits has been
rolled over upon maturity, and over time these deposits have been a stable source of funding
for its businesses. We cannot assure you, however, that this practice will continue. If a
substantial portion of depositors do not roll over deposited funds upon maturity, liquidity of
Shin Kong Bank could be materially and adversely affected, and more expensive sources of
short-term or long-term funding may be required to finance our commercial banking
operations.

Shin Kong Bank may experience difficulty in identifying and making suitable
investments.

Identification of attractive investment opportunities is difficult and involves a high
degree of uncertainty. Furthermore, the availability of such investment opportunities
generally will be subject to market conditions as well as, in some cases, the prevailing
regulatory or political climate. Although Shin Kong Bank strives to select attractive
investment targets based on its internal risk management and regulatory requirements, no
assurances can be given that Shin Kong Bank will be able to identify suitable investments
either at all or in a sufficient number to enable investment of its funds at the desired level.
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Amendment to the ROC Civil Code to limit the interest rates banks charge for
outstanding loans may have a material adverse impact on our results of operations.

On March 19, 2009, the Legislative Yuan of the ROC passed the first reading of an
amendment to Article 205 of the ROC Civil Code to limit the interest rates banks charge for
outstanding loans, such as debt incurred on credit cards and cash cards, at the interest rate
for accommodation without collateral charged by the CBC, which currently stands at 3.5%,
plus a markup of 9% per annum. We cannot predict whether the Legislative Yuan will
eventually adopt the amendment, and if so, what the terms and provisions of such
amendment might ultimately be. Such amendment of the ROC Civil Code, if enacted, may
limit the interest rates we charge our customers on outstanding loans, which may have a
material adverse effect on our results of operations.

Local financial market lacks advanced risk management instruments.

As the Taiwan financial market lacks more advanced risk management instruments,
active balance sheet management is difficult, and Shin Kong Bank can only change its
pricing strategies and reshape its portfolios gradually in response to market conditions. To
the extent that this lack of advanced risk management instruments in the local market
hinders Shin Kong Bank in managing its risks, its results of operations may be adversely
affected.

Risks Relating to Shin Kong Securities and MasterLink

Shin Kong Securities’ and MasterLink’s principal business activities are subject to
volatility, which may have an adverse effect on their business.

Shin Kong Securities’ and MasterLink’s principal business activities — securities
brokerage, securities trading and underwriting — are, by their nature, subject to volatility,
primarily due to fluctuations in volumes and price levels of securities transactions generally,
which, in turn, are affected by many national and international economic and political factors
that cannot be predicted, including broad trends in business and finance, legislation and
regulation affecting the Taiwan and international business and financial communities,
currency values, market conditions and the level and volatility of interest rates. As a result,
revenues and earnings may vary significantly from quarter to quarter and from year to year.
In periods of low volume, Shin Kong Securities’ and MasterLink’s commission revenue are
adversely affected and margin account balances may be reduced, particularly if
accompanied by a decrease in securities prices. In such circumstances, because certain
expenses remain relatively fixed, levels of profitability would be adversely affected.

Sudden sharp declines in market values of securities and the failure of issuers and
counterparties to perform their obligations can result in illiquid markets. In such markets,
Shin Kong Securities and MasterLink may not be able to sell securities and may have
difficulty in hedging its securities positions. Such markets, if prolonged, may also lower Shin
Kong Securities’ and MasterLink’s revenues because investors may respond to such market
conditions by withdrawing entirely from the securities markets or investing in money market
funds.

Unfavorable financial or economic conditions would likely reduce the number and size
of transactions in which Shin Kong Securities and MasterLink provides underwriting and
other related services. Shin Kong Securities’ and MasterLink’s underwriting commissions are
directly related to the number and size of transactions in which it participates and would
therefore be adversely affected by a sustained market downturn.
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The value of the unsubscribed portion of securities in Shin Kong Securities’ and
MasterLink’s underwriting portfolio is subject to market performance.

Shin Kong Securities and MasterLink are required under ROC law to take on
underwriting obligations as principal, whereby the underwritten securities are entered
directly to the accounts of Shin Kong Securities and MasterLink. These securities constitute
a portion of Shin Kong Securities’ assets until the securities are successfully sold to third-
party investors. The ability of Shin Kong Securities and MasterLink to sell the underwritten
securities is contingent on a number of factors, including the overall economic climate, the
successful marketing of the securities and the reception by investors of the offered
securities. Any unsubscribed or unsold securities remain on Shin Kong Securities’ and
MasterLink’s own books and are consequently subject to the fluctuations of the stock
exchanges on which they are listed. In the event of a decline in the market value of such
securities, the book value of Shin Kong Securities’ holdings — which are marked to market
on a daily basis — will decline, with potentially adverse effects on its capital base and
financial condition. We cannot assure you regarding either the stability of the capital markets
on which Shin Kong Securities and MasterLink assist issuers to list securities or the ability of
Shin Kong Securities and MasterLink to sell in full the issuances of securities they
underwrite. If an issuance remains less than fully subscribed and if there is a precipitous
drop in the market price of such securities, Shin Kong Securities’ and MasterLink’s financial
conditions, profitability and abilities to conduct business could be adversely affected.

Shin Kong Securities and MasterLink have significant fixed expenses that may
adversely affect their levels of profitability in periods when the volume of securities
transactions is low.

In connection with their branch networks, their information processing systems, and
other aspects of their businesses, Shin Kong Securities and MasterLink incur substantial
expenses that do not vary directly with fluctuations in securities transaction volumes and
revenues. In the event of a material reduction in revenues, Shin Kong Securities and
MasterLink may be unable to reduce these expenses quickly and, as a result, Shin Kong
Securities and MasterLink could experience reduced profitability or losses.

RISKS RELATING TO TAIWAN

Economic developments in Taiwan have a significant impact on the business of each
of the Shin Kong Companies.

We are incorporated in Taiwan, and substantially all of our assets are located in, and
revenues will continue to be derived from operations in, Taiwan. Accordingly, our financial
condition and results of operations and the market price of the Common Shares and our
GDSs may be affected by changes in ROC governmental policies, taxation, inflation, interest
rates, social instability and other political, economic, diplomatic or social developments in or
affecting Taiwan which are outside of our control. The currencies of many Eastern Asian
countries, including Taiwan, have experienced considerable volatility and depreciation. The
CBC has, from time to time, intervened to minimize the fluctuation of the US dollar/NT dollar
exchange rate and to prevent significant decline in NT dollar value with respect to the US
dollar.

A significant depreciation of the NT dollar could have a material and adverse effect on
the performance of Taiwan’'s economy and industries including the financial industries the
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Shin Kong Companies compete in, demands for which generally rise as the overall level of
economic activity increases and fall as such activity decreases. Additionally, because the
FSC requires that no more than 40% of Shin Kong Life’s investment are made outside of
Taiwan, a weakened economy in Taiwan can also negatively affect its investment returns. As
a result, there can be no assurance that, if the value of the NT dollar depreciates
significantly, such depreciation will not have an adverse effect on the financial condition or
results of operations of Shin Kong FHC and the Shin Kong Companies.

Disruptions in the ROC’s political environment could seriously harm our business.

Taiwan has a unique international political status. Since 1949, Taiwan and the Chinese
mainland have been separately governed. The People’s Republic of China claims that it is
the sole government of China and that Taiwan is part of China. Although significant
economic and cultural relations have been established during recent years between Taiwan
and the PRC, political relations have often been strained. The PRC government has refused
to renounce the use of military force to gain control over Taiwan. Furthermore, the PRC
government passed an Anti-Secession Law in March 2005, which authorizes non-peaceful
means and other necessary measures should Taiwan move to gain independence from the
PRC. Ties between Taiwan and China have improved rapidly since Taiwan President Ma
Ying-jeou took office in May 2008, pledging to set aside longstanding political disputes and
enhance exchanges. However, past developments in relations between Taiwan and the PRC
have on occasion depressed the market prices of the securities of companies in Taiwan.
Relations between Taiwan and the PRC and other factors affecting military, political or
economic conditions in Taiwan could materially and adversely affect our financial condition
and results of operations, as well as the market price and the liquidity of our securities.

The value of our GDSs and Common Shares may be adversely affected by the volatility
of the Taiwan securities market.

The Taiwan securities market is smaller and more volatile than the securities markets in
the United States and in certain European and other countries. The TSE has experienced
substantial fluctuations in the prices and trading volumes of listed securities, and there are
currently limits on the range of daily price movements on the TSE. From time to time, the
ROC regulatory agencies have intervened in the Taiwan stock market during periods of
extreme volatility. In the past decade, the TSE Weighted Index peaked at 10,393.59 in
February 2000, and reached a low of 3,411.68 in September 2001. In 2008, the TSE
Weighted Index ranged from a high of 9,295.20 on May 19, 2008 to a low of 4,089.93 on
November 20, 2008. In 2009 through July 22, 2009, the TSE Weighted Index peaked at
6,985.32 on July 22, 2009 and reached a low of 4,242.61 on January 20, 2009. Similarly, the
price of our Common Shares has experienced significant volatility. In addition, in the past,
the TSE has experienced problems such as market manipulation, insider trading and
payment defaults. The recurrence of these or similar problems could adversely affect the
market price and liquidity of the securities of Taiwan companies, including our Common
Shares and GDSs. For more information, see “Market Price Information” and “Appendix B —
The Securities Markets of the ROC.”

Financial reporting requirements and accounting standards in the ROC differ from
those of other countries, which may be material to investors’ assessment of our
results, prospects, financial condition and results of operations.

We are subject to financial reporting requirements in the ROC that differ in significant
respects from those applicable to companies in certain other countries including the United
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States. In addition, our financial statements are prepared in accordance with ROC GAAP,
which differ in certain material respects from U.S. GAAP. See “Summary of Material
Differences between ROC GAAP and U.S. GAAP.” Potential investors should consult their
own professional advisers for an understanding of such differences and how they might
affect the financial information contained herein.

Changes in estate and gift tax and income tax law could make some of Shin Kong
Life’s products less attractive to consumers and the amendment of the ROC Income
Tax Law may affect our tax exemptions.

Changes in estate and gift tax and personal income tax law in Taiwan may reduce the
attractiveness of certain of Shin Kong Life’s products, hinder its sales and result in the
increased surrender of insurance products. In addition, starting on January 1, 2010, offshore
income of individuals will also be subject to alternative minimum tax (“ATM”). We cannot
predict the overall effect on the sales of Shin Kong Life’s products of any tax law changes.

According to the amendment of the ROC Income Tax Law, which was promulgated on
May 27, 2009 and will become effective as of January 1, 2010, enterprise income tax rate
will be reduced from 25% to 20%. We have recalculated deferred tax assets and liabilities
according to the amendment and recorded the resulting differences as an one-off income tax
expense in the second quarter of 2009. Such change may affect the tax benefits we enjoy on
our deferred income tax assets. While we are unable to determine the future impact of the
new enterprise income tax rate on our business operations, as such impact depends on our
future financial condition, any such impact may be adverse to our financial condition.

Taiwan is susceptible to natural disasters that could disrupt the normal operations of
our business and adversely affect earnings.

Almost all of our operations, and the majority of operations of our customers, are
located in Taiwan, which is susceptible to earthquakes. On September 21 and October 22,
1999 and June 11, 2000, Taiwan experienced severe earthquakes that caused significant
property damage and loss of life, particularly in the central part of Taiwan. These
earthquakes also caused damage to manufacturing facilities and adversely affected the
operations of many companies. Although we have not experienced significant structural
damage to our facilities due to earthquakes, there can be no assurance that future
earthquakes will not occur and result in major damages to our facilities, which could have a
materially adverse effect on our results of operations and financial condition.

Taiwan is also susceptible to typhoons, which may cause damage and business
interruption to companies with facilities located in Taiwan. In 2001, Taiwan experienced
severe damage from typhoons, including a typhoon on September 10 that caused over 100
deaths, severe flooding and extensive damage to properties and businesses. Although we
have not experienced any material damage or business interruption from typhoons in
Taiwan, there can be no assurance that we will not suffer damage or business interruption
due to typhoons, or that our results of operations or financial condition will not be adversely
affected as a result.

You may not be able to enforce a judgment of a foreign court in the ROC.

We are a company limited by shares and incorporated under the ROC Company Law.
Substantially all of our directors, executive officers and supervisors are residents of the

39



ROC, and substantially all of the assets of our company and such persons are located in the
ROC. As a result, it may be difficult for investors to enforce judgments obtained outside the
ROC against us or such persons in the ROC, including those predicated upon the civil
liability provisions of the federal securities laws of the United States. Any final judgment
obtained against us in any court other than the courts of the ROC in respect of any legal suit
or proceeding arising out of or relating to the GDSs or our Common Shares would be
enforceable in the courts of the ROC without review of the merits, provided that the court of
the ROC in which the enforcement is sought is satisfied that:

° the foreign court rendering the judgment has jurisdiction over the subject matter
according to the laws of the ROC;

o the judgment and the court procedures resulting in the judgment are not contrary
to the public order or good morals of the ROC;

° if the judgment was rendered by default by the court rendering the judgment, (i) we
were duly served within a reasonable period of time within the jurisdiction of such
court in accordance with the laws and regulations of such jurisdiction, or
(ii) process was served on us with judicial assistance of the ROC; and

° judgments of the courts of the ROC are recognized in the jurisdiction of the court
rendering the judgment on a reciprocal basis.

A party seeking to enforce a foreign judgment in the ROC would, except under limited
circumstances, be required to obtain foreign exchange approval from the CBC for the
remittance out of the ROC of any amounts recovered in respect of such judgment
denominated in a currency other than NT dollars.

We face risks related to health epidemics and other outbreaks of contagious diseases,
including swine flu, avian flu and SARS, which may have an adverse effect on the
economies and financial markets of Taiwan and may adversely impact our operations
and financial results.

Our business could be adversely affected by the effects of swine flu, avian flu, SARS or
another epidemic or outbreak. Beginning in April 2009, there were outbreaks of highly
pathogenic swine flu, caused by the H1N1 virus, in certain regions of the world, including
Taiwan. In 2007 and early 2008, there were reports of outbreaks of a highly pathogenic
avian flu, caused by the H5N1 virus, in certain regions of Asia and Europe. In 2005 and
2006, there were reports on the occurrences of avian flu in various parts of China, including
a few confirmed human cases. An outbreak of avian flu in the human population could result
in a widespread health crisis that could adversely affect the economies and financial markets
of many countries, particularly in Asia. Additionally, any recurrence of SARS, a highly
contagious form of atypical pneumonia, similar to the occurrence in 2003 which affected
China, Hong Kong, Taiwan, Singapore, Vietnam and certain other countries, would also have
similar adverse effects. These outbreaks of contagious diseases, and other adverse public
health developments in Taiwan, would have a material adverse effect on our business
operations. These could include temporary closure of our facilities. Such closures would
severely disrupt our business operations and adversely affect our financial condition and
results of operations.
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RISKS RELATING TO THE OFFERING

There may be no active market for the GDSs, which may cause the price of the GDSs
to fall.

No assurance can be given as to the liquidity or sustainability of the trading market for
the GDSs, the ability of holders of the GDSs to sell their GDSs or the price at which holders
of the GDSs will be able to sell their GDSs. If a market for the GDSs fails to be sustained,
the trading price of the GDSs could fall. In addition, it is possible that the GDSs could trade
at prices that may be lower than the initial offer price of the GDSs. The initial purchasers
have no obligation to make a market for the GDSs. The market for debt and equity securities
in emerging markets has been subject to disruptions that have caused substantial volatility
in the prices of securities similar to the GDSs. There can be no assurance that the markets
for the GDSs, if any, will not be subject to similar disruptions. Any disruptions in these
markets may have an adverse effect on the market price of the GDSs.

We may be subject to shareholder litigation relating to the rights of our existing
shareholders to subscribe for GDSs concurrently with this offering.

Pursuant to a notice issued by the ROC to the TSA, a notice issued by the TSA, the
self-regulatory rules and regulations of the TSA and the offering plans and allocation
procedures that were submitted by us to and approved by the FSC, each of our existing
shareholders has the right to subscribe for and purchase from us through SinoPac Securities
(Asia) Limited an amount of GDSs equivalent to up to 14% of his or her shareholdings in our
company. In principle, the maximum number of GDSs each shareholder may subscribe for is
14% of our shares held by such shareholder, provided however, that if the total number of
GDSs subscribed by existing shareholders is more than 50% of the total number of GDSs to
be offered, SinoPac Securities (Asia) Limited, as the underwriter for the ROC Subscription,
is entitled to reduce the maximum number of GDSs to be allocated to each shareholder on a
pro-rata basis. See “Plan of Distribution.” While our offering plans and allocation procedures
have been approved by the FSC, such plans and procedures may subject us to shareholder
litigation to the extent any of our existing shareholders decide to challenge them on grounds,
for example, that they were not provided with an adequate opportunity to participate or that
we otherwise failed to protect their subscription rights or their interests in the company.
Defending such claims would be costly and may cause the trading price of the Common
Shares or the value of the GDSs to decline. Furthermore, we cannot assure you that such
claims would not ultimately be successful. Any successful claim could result in substantial
damages and materially and adversely affect our business, financial condition and results of
operations.

Holders of the GDSs will be required to register with the TSE and appoint several local
agents in Taiwan if they withdraw Common Shares from our GDR facilities and become
our shareholders, which may make ownership burdensome.

Under current ROC law, if holders of GDSs wish to withdraw and hold underlying
common shares from a depositary receipt facility, they are required to register with the TSE
for making investments in the ROC securities market prior to withdrawing shares. In
addition, such holders of GDSs are required to appoint an eligible agent in the ROC to:

° open a securities trading account with a local brokerage firm and a bank account;
pay ROC taxes;

remit funds;

exercise shareholders’ rights; and

perform such other functions as holders of GDSs may designate upon such
withdrawal.
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In addition, such holders of GDSs are required to appoint a custodian bank to hold the
securities in safekeeping, make confirmation and settle trades and report all relevant
information. Without meeting these requirements, the withdrawing holder would be unable to
hold or subsequently sell the underlying common shares withdrawn from the depositary
receipt facility on the TSE. Furthermore, these regulations may change from time to time.
We cannot assure you that you will be able to register with the TSE and open the requisite
accounts in a timely manner or that current ROC law will remain in effect or that future
changes in ROC law will not adversely affect your ability to withdraw the Common Shares
from our depositary receipt facility.

In addition, non-ROC holders of the GDSs who elect to withdraw Common Shares
represented by their GDSs from our GDS program and register as our shareholders are
required under current ROC laws and regulations to appoint an agent (“Tax Guarantor”) in
the ROC for filing tax returns and making tax payments on their behalf. A Tax Guarantor is
required to meet the qualifications set by the ROC Ministry of Finance and would act as the
guarantor of the holder’s tax payment obligations. Evidence of the appointment of a Tax
Guarantor and the approval of such appointment or tax clearance certification are required
as conditions to repatriating the holder’s profits derived from the sale of the Common
Shares. There can be no assurance that holders will be able to appoint and obtain approval
for a Tax Guarantor in a timely manner.

Under current ROC law and regulations, unless in accordance with the Regulations
Governing PRC Investors in Conducting Securities Investment and Futures Transactions,
citizens of the PRC are not permitted to hold the Common Shares or, accordingly, to
withdraw Common Shares represented by GDSs from our depositary receipt facility.
Nevertheless, those restrictions may be modified from time to time. See “Appendix A:
Foreign Investment and Exchange Controls in the ROC — Depositary Receipts.”

Restrictions on the ability to deposit the Common Shares into our depositary receipt
facility may adversely affect the liquidity and price of the GDSs.

Under the laws and regulations of the ROC, as currently in effect, after the initial
deposit, without obtaining regulatory approval from the FSC, no Common Shares may be
accepted for deposit and no GDSs may be issued under the terms of the Deposit
Agreements except in the following circumstances:

° upon a stock dividend on, or a free distribution of, Common Shares to existing
shareholders;

° upon the exercise by existing shareholders of their pre-emptive rights in
connection with capital increases for cash;

° subject in each case to receipt of all applicable approvals in the ROC, to the
extent we issue securities convertible for GDSs as approved by the FSC, the
conversion of such securities into GDSs;

° as permitted under the Deposit Agreements, the purchase directly by a person or
through the depositary of Common Shares on the TSE or the delivery by any
person of Common Shares held by such person for deposit in the depositary
receipt facility provided that the total number of GDSs outstanding after an
issuance described in this point does not exceed the number of GDSs issued and
previously approved by the FSC in connection with the offering plus any GDSs
created under the first, second and third points described above; and
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° upon the exchange of Rule 144A GDSs for International GDSs and vice versa;
provided that the deposit described in the fourth point above may only be made to
the extent previously issued GDSs have been canceled; and provided, further, that
the depositary will refuse to accept Common Shares for deposit under the fourth
point above if such deposit is not permitted under any restriction notified by us to
the depositary from time to time which restriction may specify blackout periods
during which deposits may not be made, time periods during which deposits may
be made, minimum and maximum size and frequency of deposits.

Liquidity of the GDSs may be limited and there are restrictions on the transfer of the
GDSs.

Prior to this offering, there has been no market for the GDSs being offered. The GDSs
are being offered pursuant to exemptions from registration under the Securities Act and, as
a result, you will only be able to resell your GDSs in transactions that have been registered
under the Securities Act or in transactions not subject to or exempt from registration under
the Securities Act. We have applied to admit the GDSs being offered on the Official List of
the Luxembourg Stock Exchange and to trading on the Euro MTF Market and the
International Order Book of the London Stock Exchange. However, there can be no
assurance that we will obtain or be able to maintain such listings or that, if listed, a trading
market will develop on such exchanges.

The GDSs may not be publicly offered, sold, pledged or otherwise transferred in any
jurisdiction where registration may be required or where doing so would violate applicable
laws, rules or regulations. See “Transfer Restrictions.”

You will have limited voting rights as a holder of our GDSs.

Holders of our GDSs may exercise voting rights with respect to the underlying Common
Shares in the manner described in “Description of the Global Depositary Shares — Voting
Rights.” Subject to applicable laws, if so instructed by holders of at least 51% of our GDSs
outstanding at the relevant record date specified by the depositary, the depositary will be
required to cause the underlying Common Shares to be voted for or against resolutions at
shareholders’ meetings in accordance with the instructions of such GDS holders subject to
certain conditions. In the absence of instructions to vote in the same manner from the
holders of at least 51% of our GDSs outstanding at the relevant time, the holders of our
GDSs shall be deemed to have instructed the depositary to authorize and appoint the
chairman of our board of directors (or such person as the chairman of our board of directors
may nominate) as the proxy of the depositary to vote all the underlying Common Shares
represented by the GDSs in any manner such person wishes, which may not be in the
interests of the holders of our GDSs.

We may, from time to time, distribute rights to our shareholders, including rights to
acquire securities. If registration is required in any jurisdiction with respect to the offer to
holders of GDSs, or sale by the depositary, of rights or the securities or other relevant
property to which such rights relate, the depositary will not effect such offer or sale with
respect to the relevant tranche of GDSs, unless we have obtained an exemption from or
effected a registration, in accordance with the requirements of such jurisdiction. However,
under the Deposit Agreements, we are under no obligation to register such rights, securities
or other property. Accordingly, holders of GDSs may be unable to participate in rights
offerings by us and may experience dilution of their holdings as a result.
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The existence of securities eligible for future sale including our Common Shares, our
GDSs and securities that are substantially similar to our Common Shares or GDSs, such
as securities that may be convertible into or exchangeable for our Common Shares or
GDSs, could adversely affect the market price and dilute the value of our Common
Shares and GDSs.

As of the date of this offering memorandum, we had 6,246,906,644 Common Shares
issued and outstanding. If we or the holders of our Common Shares or GDSs, including our
principal shareholders or certain other shareholders, sell a large number of our Common
Shares or GDSs or securities that are convertible into or exchangeable for, or that represent
the right to receive, the Common Shares or GDSs, the market prices for our Common
Shares and GDSs could be depressed. In connection with this offering, we, each of our
directors, supervisors and executive officers, and certain of our major shareholders have
agreed under written lock-up agreements, subject to certain exceptions, not to sell Common
Shares or GDSs representing Common Shares for 90 days following the date of this offering
memorandum. See “Plan of Distribution.” The market prices of our Common Shares and
GDSs could decline if substantial amounts of Common Shares or GDSs are sold after the
closing of this offering, or if there is a perception that these sales could occur. In addition,
this could make it more difficult for us to raise funds through future sales of the Common
Shares or GDSs.

We may be classified as a passive foreign investment company, or PFIC, which could
result in adverse U.S. federal income tax consequences to U.S. investors.

Based upon the projected composition of our income and valuation of our assets,
including goodwill, we do not expect to be a passive foreign investment company, or PFIC,
for U.S. federal income tax purposes for our taxable year ending December 31, 2009, and
we do not expect to become one in the future. However, given that the determination of PFIC
status with respect to both 2009 and future years depends on future facts and
circumstances, including the nature of our income and the composition and value of our
assets in each year, we cannot provide assurance with respect to our expectation regarding
our PFIC status. In addition, this determination is based in part upon certain proposed
United States Treasury regulations that are not yet in effect (the “Proposed Regulations”)
and are subject to change in the future. The Proposed Regulations and other administrative
pronouncements from the IRS provide special rules for determining the character of income
and assets derived in the banking, insurance and securities businesses for purposes of the
PFIC rules. Although we believe we have adopted a reasonable interpretation of the
Proposed Regulations and administrative pronouncements, there can be no assurance that
the IRS will follow the same interpretation. If we were or were to become a PFIC, such
characterization could result in adverse U.S. federal income tax consequences to you if you
are a U.S. investor. For example, if we are a PFIC, our U.S. investors will become subject to
increased tax liabilities under U.S. federal income tax laws and regulations and will become
subject to burdensome reporting requirements. The determination of whether or not we are a
PFIC is made on an annual basis and will depend on the composition of our income and
assets from time to time. Specifically, we will be classified as a PFIC for U.S. federal tax
purposes if either (i) 75% or more of our gross income in a taxable year is passive income or
(ii) 50% or more of the value of our assets in a taxable year (based on an average of the
quarterly basis of our assets) is attributable to assets that produce or are held for the
production of passive income (which includes cash). The calculation of the value of our
assets will be based, in part, on the market price of our Common Shares and our GDSs,
which is likely to fluctuate after this offering (and may fluctuate considerably given that the
global capital markets have been experiencing extreme volatility). Accordingly, fluctuations
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in the market price of our Common Shares and GDSs may result in our becoming a PFIC in
the current or any future taxable year. In addition, the composition of our income and assets
will be affected by how, and how quickly, we spend the cash we raise in this offering. See
“Taxation — United States Federal Income Taxation — Passive Foreign Investment
Company.”

A holder of GDSs or its designee requesting the withdrawal of the Common Shares
represented by the GDSs may be required to provide certain information to us or the
depositary, and failure to provide such information may result in a delay of the
withdrawal.

A holder of GDSs or its designee requesting the withdrawal of the Common Shares
represented by the GDSs may be required to provide certain information to us, including the
name and nationality of the person to be registered as the shareholder and the number of
the Common Shares to be acquired by such person and the number of Common Shares
acquired by such person in the past through the date of the withdrawal of the Common
Shares underlying the GDSs. Under applicable ROC laws, we are required to report to the
FSC if the person to be registered as a shareholder is a “related party” of ours as defined in
the ROC Statement of Financial Accounting Standard No. 6 or will hold, immediately
following such withdrawal, more than 10% of the Common Shares represented by GDSs.
Failure to provide such information may cause the delay of such withdrawal of the Common
Shares represented by the GDSs.

We are incorporated in the ROC and because the rights of shareholders under ROC
law differ from those under the laws of some other jurisdictions, you may have more
difficulties protecting your shareholder rights than shareholders in some other
jurisdictions.

Our corporate affairs are governed by our Articles of Incorporation and by the laws
governing corporations incorporated in the ROC. The rights of shareholders and the
responsibilities of management and the members of the board of directors under ROC law
are different from those applicable to a corporation incorporated in some other jurisdictions.
Directors of ROC companies are required to conduct business faithfully and to act with the
care of a good administrator. However, such duty of care as required of ROC companies’
directors may not be the same as the fiduciary duty of directors of non-ROC companies.
Therefore, public shareholders of ROC companies may have more difficulty in protecting
their interest in connection with actions taken by management or members of the board of
directors than they would as public shareholders in some other jurisdictions.

Changes in exchange controls that restrict your ability to convert proceeds received
from your ownership of GDSs may have an adverse effect on the value of your
investment.

The imposition of foreign exchange controls may undermine your ability to convert
proceeds received from your ownership of GDSs. Under current ROC law, the depositary,
without obtaining further approval from the CBC, or any other governmental authority or
agency of the ROC, may convert NT dollars into other currencies, including U.S. dollars, for:

° the proceeds of the sale of Common Shares represented by GDSs or the proceeds
of the sale of Common Shares received as stock dividends which have been
deposited into the depositary receipt facilities; and

] any cash dividends or distributions received from our Common Shares.
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In addition, the depositary may be required to obtain foreign exchange approval from
the CBC on a payment-by-payment basis for conversion from NT dollars into foreign
currencies of the proceeds from the sale of subscription rights for new Common Shares.
Although it is expected that the CBC will grant this approval as a routine matter, we cannot
assure you that in the future any approval will be obtained in a timely manner, or at all.

Under current ROC law, a GDS holder, after withdrawing the underlying Common
Shares from the depositary receipt facility and becoming a holder of Common Shares,
without obtaining further approval from the CBC, may convert from NT dollars into other
currencies, including U.S. dollars, for:

° the proceeds of the sale of any underlying Common Shares withdrawn from the
GDS facilities or the proceeds of the sale of Common Shares received as stock
dividends which have been deposited into the depositary receipt facilities; and

° any cash dividends or distributions received from our Common Shares.

However, such holder may be required to obtain foreign exchange approval from the
CBC on a payment-by-payment basis for conversion from NT dollars into foreign currencies
of the proceeds from the sale of subscription rights for new Common Shares.

In addition, under the ROC Foreign Exchange Control Law, the Executive Yuan of the
ROC government may, without prior notice but subject to subsequent legislative approval,
impose foreign exchange controls for certain periods of time in the event of, among other
things, a material change in international economic conditions. We cannot assure you that
foreign exchange controls or other restrictions will not be introduced in the future.

46



USE OF PROCEEDS

The net proceeds to be received by us from this offering and the subscription by our
employees and designated domestic investors in the concurrent offering of Common Shares
to our employees, assuming that such subscription is not further increased or decreased and
is fully paid for although there can be no assurance of this, after deducting underwriting
discounts and commissions and other transaction expenses (including but not limited to legal
and accounting advisory fees, roadshow related expenses and printing fees), will be
approximately US$391.7 million. Pursuant to the regulatory approvals for this offering, we
intend to use the net proceeds to enhance the capital position of Shin Kong Life.
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EXCHANGE RATES

Fluctuations in the exchange rate between NT dollars and U.S. dollars will affect the
U.S. dollar equivalent of the NT dollar price of the Common Shares on the TSE and, as a
result, may affect the market price of the Common Shares and GDSs. The following table
shows the Noon Buying Rate for NT dollars expressed in NT dollars per US$1.00.

Noon Buying Rate
Average(  High Low Period End
(NT$ per US$)

Period

2005 L 32.13 33.77 30.65 32.80
2006 .. 32.51 33.31 31.28 32.59
2007 32.85 3341 32.26 32.43
2008 . 31.52  33.55 29.99 32.76
2009

January ... 33.37 33.70 32.82 33.70
February . ... .. . 34.24 35.00 33.61 35.00
March . ... 34.30 3521 33.75 33.87
o 33.64 33.88 33.05 33.06
MY . 32.87 33.14 32.55 32.57
JUNE 32.77 3296 32.36 32.77
July (through July 17) . ... 32.94 33.13 32.69 32.86

(1)  Annual averages and monthly averages are calculated using the average of the daily rates during the relevant period.

Source: For all periods prior to January 1, 2009, the exchange rate refers to the Noon Buying Rate as reported by
the Federal Reserve Bank of New York. For periods beginning on or after January 1, 2009, the exchange rate refers
to the Noon Buying Rate as set forth in the weekly H.10 statistical release of the Federal Reserve Board.

On July 17, 2009, the Noon Buying Rate was NT$32.86 = US$1.00.
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DIVIDENDS

Pursuant to the ROC Company Law and our Articles of Incorporation, payment of any
dividend is subject to approval by our shareholders. In accordance with our Articles of
Incorporation, after paying tax, offsetting accumulated losses, providing legal reserve and
special reserves, if applicable, and setting aside a certain portion for the business operation,
if necessary, the remaining portion should be allocated as follows:

(i) remuneration of directors and supervisors, if any;
(i) 0.01% to 0.05% as employee bonus; and
(iii) shareholder dividends.

In 2007, we issued 141,886,460 shares as share dividends (equaling NT$0.29 per
Common Share) and a cash dividend of NT$0.97 per Common Share, both paid to our
shareholders. In 2008, we issued 267,755,678 shares as share dividends (equaling NT$0.50
per Common Share) and a cash dividend of NT$0.50 per Common Share, both paid to our
shareholders. While we may pay dividends in the future, there can be no assurance that we
will do so.

Pursuant to the rules and regulations issued by the FSC under the ROC Financial
Holding Company Act, we are required to maintain the group capital adequacy ratio of the
financial holding company at not less than 100%. The definition of group capital adequacy
ratio is complex. See “Regulation of the Taiwan Financial Services Industry — Regulation of
the Company — Financial Requirements.” As a result, we may be subject to limitations on
the payment of dividends. In addition, our operating subsidiaries in the life insurance,
banking and securities businesses are subject to numerous regulatory restrictions and legal
limitations on the payment of dividends. See “Risk Factors — Risks Relating to Shin Kong
FHC and the Shin Kong Companies — Our ability to service our debt and pay dividends
depends on dividends and other distributions from our subsidiaries which are subject to
regulatory and other limits.” There can be no assurance that we will have the necessary
capital, by virtue of receiving dividends from our operating subsidiaries or otherwise, to
make dividend payments at any time, or from time to time.
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CAPITALIZATION

The following table sets forth our consolidated capitalization as of March 31, 2009 on a
consolidated basis and as adjusted to reflect the issuance of the Common Shares
represented by the GDSs in this offering and 68,681,000 Common Shares, fully-paid for, in
the subscription by our employees and designated domestic investors in the concurrent
offering of Common Shares to our employees, as if such GDSs and Common Shares had
been issued on March 31, 2009 and as determined under ROC GAAP. This table should be
read in conjunction with our consolidated financial statements and the related notes included
elsewhere in this offering memorandum, which were prepared in accordance with ROC
GAAP and which may differ in material respects from U.S. GAAP or the generally accepted
accounting principles of certain other countries. See “Summary of Material Differences
between ROC GAAP and U.S. GAAP.”

As of March 31, 2009

Actual As Adjusted
(In millions)
NT$ uss$ NT$ uss$
Cash and cash-equivalents .......................... 71,3219 2,105.8 84,197.4 2,485.9
Bonds payable (including current portion) .. ............. 18,625.5 549.9 18,625.5 549.9
Debentures payable ........... ... ... .. ... L. 8,800.0 259.8 8,800.0 259.8
Preferred stock liabilities .. ........................... 1,654.0 48.8 1,654.0 48.8
Otherloans .......... ... .. i 3,416.0 100.9 3,416.0 100.9
Totaldebt ... ... ... 32,495.5 9594  32,495.5 959.4
Commonstock . ... ... 62,469.1 1,844.4 73,6779 2,175.3
Capital surplus . ... ... 20,649.8 609.7 22,316.5 658.9
Legalreserve . ... 2,960.9 87.4 2,960.9 87.4
Specialreserve .......... .. e 71.4 2.1 71.4 2.1
Accumulated deficit . ......... ... (18,824.2) (555.8) (18,824.2) (555.8)
Unrealized revaluation increment ..................... 5,811.2 171.6 5,811.2 171.6
Cumulative translation adjustments . ................... 155.1 4.6 155.1 4.6
Unrealized valuation losses on financial instruments . . . ... (28,384.4) (838.0) (28,384.4) (838.0)
Treasurystock ......... ... . (778.1)  (23.0) (778.1)  (23.0)
Minority interest .. ......... ... . .. . 11,905.4 3515 11,9054 351.5
Total stockholders’ equity .. .......................... 56,036.2 1,654.5 68,911.7 2,034.6
Total consolidated capitalization™ .. ................... 88,531.7 2,613.9 101,407.2 2,994.0

(1)  Total consolidated capitalization is defined as total debt plus total stockholders’ equity.

In June 2009, we borrowed NT$5 billion from Bank of Taiwan and pledged 500 million
common shares we held in Shin Kong Bank to secure the loan. There has been no other
material change in our capitalization since March 31, 2009.

As of March 31, 2009, except for the zero coupon convertible bonds due 2009 and
2010, we do not have any outstanding warrants or other securities convertible into our
Common Shares.
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MARKET PRICE INFORMATION

Our Common Shares have been listed on the TSE since February 19, 2002. The table
below sets forth, for the periods indicated therein, the high and low closing prices and the
average daily volume of trading activity on the TSE for our Common Shares and the highest
and lowest of the daily closing values of the TSE Weighted Index.

Closing Closing of the TSE

price per Common Share() daﬁ;i:ggieng Weighted Index
High Low volume High Low
(in thousands of shares)

2004 ... ... NT$ 25.3 NT$ 16.0 49,449 7,034 5,317
2005 . ... 27.3 20.0 18,210 6,576 5,633
2006 ......... .. 33.6 21.2 29,447 7,824 6,258
2007 . ... 394 20.9 32,959 9,810 7,345
FirstQuarter............ ... .. ... ......... 32.3 26.8 19,708 7,936 7,345
Second Quarter .......... ... .. ... 36.2 26.9 29,877 8,939 7,875
ThirdQuarter ........ ... .. ... ... ... ... 394 27.2 40,663 9,744 8,090
FourthQuarter .............. ... . ......... 31.3 20.9 40,458 9,810 7,807
2008

FirstQuarter............ ... .. ... ......... 24.0 18.9 65,016 8,865 7,408
Second Quarter .......... ... .. ... 27.6 19.3 51,181 9,295 7,524
ThirdQuarter ........ ... ... .. ... .. ... 19.3 10.9 36,841 7,408 5,642
FourthQuarter ............... ... ......... 11.0 6.8 37,528 5,764 4,090
2009

FirstQuarter............ ... ... . ... ..... 104 6.7 32,693 5,391 4,243
January ... 9.0 7.6 18,366 4,790 4,243
February .......... ... ... ... ... .. 8.2 7.2 17,924 4,593 4,260
March ...... ... ... . . 104 6.7 55,888 5,391 4,426
Second Quarter ........... ... . ... 16.1 10.0 97,817 6,954 5,314
April 11.8 10.0 77,845 5,997 5,314
May ... 16.1 11.5 144,479 6,890 6,330
June ... 154 12.7 43,071 6,954 6,144
July (through July 22) ...................... 14.8 13.0 53,095 6,985 6,531

Source: Bloomberg

(1)  Adjusted for stock or cash dividends.

On July 22, 2009, the reported closing price of our Common Shares was NT$13.00
per share and the TSE Weighted Index closed at 6,985.32.
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EMBEDDED VALUE

The following disclosure contains forward looking statements with respect to Shin Kong
Life, including its business operations and financial performance. Although Shin Kong Life’s
management believes that the expectations reflected in such forward looking statements are
reasonable, such statements involve risks and uncertainties. Actual results may differ
materially from those expressed or implied by such forward looking statements. Factors that
could cause actual results to differ materially from expectations include, among other things,
general economic and market factors, including interest rates, business competition,
changes in government regulation or in tax laws and other factors. See “Risk Factors.”

Standards with respect to the calculation of embedded value and value of one year of
new business are still evolving, and there is no single adopted standard for either the form,
determination or presentation of the embedded value or value of one year of new business
of an insurance company. Moreover, because of the technical complexity involved in the
calculations and the fact that embedded value estimates vary materially as key assumptions
are changed, you should read the discussion below, as well as the “Risk Factors” section of
this offering memorandum, in their entirety. You should use special care when interpreting
the results of embedded value and value of one year of new business and should not place
undue reliance on them. See also the section headed “Special Note Regarding Forward-
Looking Statements.”

Shin Kong Life’s financial statements have been prepared in accordance with ROC
GAAP. An alternative method of measuring the value and profitability of a life insurance
company is the embedded value method. Embedded values represent an assessment of the
economic value of a life insurance company on a going concern basis using market-based
assumptions excluding any value attributable from future new business. Embedded value is
the sum of the life insurance company’s net worth and the value of its in-force business. The
net worth is the total of the shareholders’ capital and the shareholders’ interests in the life
insurance company’s surplus. The value of in-force business is the assessment of the
present value of the shareholders’ interest in future distributable profits from the in-force
business, with allowance for actuarial reserves to support that business and tax in line with
current regulations. Embedded values do not in themselves represent what the sale value of
the life insurance company would necessarily be in the event of a transaction.

The value of one year of new business is calculated in a similar way to the value of the
in-force business. However, it relates to the value arising from new life insurance business
issued in the most recent year. It can be viewed as an indicator of the profitability of the new
business the life insurance company is issuing.

The cost of maintaining the required statutory minimum solvency margin is known as
the cost of capital. This capital, and any other solvency capital the company deems prudent
to retain, are not available for immediate distribution, and has a holding cost associated with
it in terms of lost earnings. There is an opportunity cost from holding the solvency margin.
This has been valued as the difference between the present value of the net of tax
investment return achieved on the assets notionally backing the solvency margin, and the
return required by shareholders. This is referred to as the cost of “locking in” the solvency
margin, and the calculated cost is shown separately.

The embedded value and the value of one year of new business should be interpreted
with caution. These estimates can be highly sensitive to key assumptions, which, although
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reviewed by external actuaries, are at the discretion of the life insurance company. These
assumptions reflect best estimates of the future experience of the life insurance company’s
business, are determined on the basis that the life insurance company will continue in
operation (i.e., ongoing basis) and are based on an analysis of recent experience.
Comments by external actuaries on the values used for the calculation of the embedded
value can be found in Appendix C to this offering memorandum.

Embedded values do not represent a fairness valuation, and do not consider the value
of future new business yet to be written.

In order to provide investors with an additional tool to understand our economic value
and business results, we have disclosed information regarding our embedded value and
value of one year of new business in a press release dated May 19, 2009 and as discussed
below. These measures are based on a discounted cash flow valuation determined using
commonly applied actuarial methodologies.

Shin Kong Life, for internal purposes, calculated its “embedded value” as of
December 31, 2008, to be approximately NT$80.7 billion, and calculated its value of one
year of new business to be approximately NT$10.7 billion. The major assumptions used to
calculate the embedded value and value of one year of new business included an investment
return of 4.7%, and a risk discount rate of 9.5 %.

The following tables set out the results of Shin Kong Life’s calculation of its embedded
value and value of one year of new business, as well as a range of results based on different
assumed investment return and risk discount rates.

Embedded Value Results

Unit: Base Case
NTS$ in billions All else equal except: Scenario All else equal except:
Valuation Date: Investment Return
December 31, 2008 4.65 % p.a.
Solvency Basis: Investment  Investment Risk Discount Rate Risk Discount Risk Discount
200% RBC Return 4.4% Return 4.9% 9.5% p.a. Rate 8.5% Rate 10.5%
Adjusted Net Worth . ....... 70.2 70.2 70.2 70.2 70.2
Value of in-force Business . .. 5.4 67.8 37.5 40.6 35.1
Embedded Value

(before cost of capital) . ... 75.6 138.0 107.7 110.8 105.3
Costof Capital ............ 29.2 24.9 27.0 24.6 28.8
Embedded Value

(after cost of capital) . ... .. 46.4 113.1 80.7 86.2 76.5

53



Results of the Value of One Year of New Business

Unit: Base Case

NTS$ in billions All else equal except: Scenario All else equal except:
Investment Return

Valuation Date: 4.65 % p.a.

January 2008 to December 2008

Solvency Basis: Investment Investment Risk Discount Rate Risk Discount Risk Discount

200% RBC Return 4.4% Return 4.9% 9.5% p.a. Rate 8.5% Rate 10.5%

Value of One Year of New
Business (before cost of

capital) ................. 11.2 12.5 11.8 13.0 10.8
Costof Capital ............ 1.1 1.1 1.1 1.1 1.1
Value of One Year of New

Business (after cost of

capital) ................. 10.1 11.4 10.7 11.9 9.7

We believe that reporting embedded values provides useful information to investors in
that it reports the total value at the valuation date belonging to the shareholders plus their
interest in the future distributable earnings expected to emerge over time from the existing
insurance portfolio. In addition, we believe the value of one year of new business provides
useful information as to the value being created for investors by new business activity and
hence the future potential of the business.

Since actual market value is determined by investors based on a variety of information
available to them and their own investment criteria, embedded value should not be
construed to be a direct reflection of actual market value. In particular, embedded value
does not include the potential contribution arising from new business to be issued in the
future which will depend on, among other things, the prospects for the life insurance market
in Taiwan, our future position in that market and the profitability of new business issued in
the future. Further, in the current environment in Taiwan and worldwide markets, material
uncertainty exists with respect to asset valuations, a key component of embedded value.

All aspects of the embedded value calculation were prepared and calculated by Shin
Kong Life, and this statement is issued by Shin Kong Life only. An independent review of
this calculation was carried out by external actuaries. A separate statement by the
independent actuaries regarding their review is included in Appendix C to this offering
memorandum.
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RIGHTS ISSUANCE

After obtaining board approval and all required regulatory approvals, we plan to launch
an NT$3 billion to NT$8 billion Rights Issue to be completed by the end of 2009. The details
of the Rights Issue including the subscription price and number of shares to be issued will
be finalized and announced by us close to the launch date of the Rights Issue. Our
Chairman, Mr. Eugene T.C. Wu, has committed to fully subscribe to his pro-rata entitlement
and also to use his best efforts to take up, or invite and require certain third parties to take
up, all of the unsubscribed portion, if any, of the Rights Issue.

We expect that the proceeds from the Rights Issue, together with the proceeds from the
offering of the GDSs and the concurrent offering of Common Shares to our employees, will
be no less than NT$18 billion, which will strengthen our capital position during the period of
economic uncertainty and support growth in our company’s insurance franchise. In addition,
to the extent that such proceeds do not meet our expectations and as otherwise necessary
to strengthen our capital position or comply with regulatory requirements, we will dispose of
additional real estate assets.
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

The following selected consolidated financial and other related data for Shin Kong FHC
and the Shin Kong Companies should be read in conjunction with the financial statements of
such entities included elsewhere in this offering memorandum and the sections entitled
“Summary Consolidated Financial and Other Data” and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations.”

Each of Shin Kong FHC and the Shin Kong Companies prepares its financial statements
using ROC GAAP, and such financial statements are not intended to present their financial
position and results of operations and cash flows in accordance with accounting principles
and practices generally accepted in other countries and jurisdictions, including the United
States. The selected financial information for Shin Kong FHC and the Shin Kong Companies
have been derived from their respective financial statements without material adjustment,
which financial statements have been prepared and presented in accordance with reporting
requirements of the “Regulations Governing the Preparation of Financial Statements of
Issuers of Securities” and other applicable ROC laws and regulations and in accordance with
ROC GAAP. Solely for your convenience, some of these selected data are presented in a
different format from the financial statements. Neither such data nor the format in which they
are presented should be viewed as comparable to information prepared in accordance with
U.S. GAAP or generally accepted accounting principles elsewhere. The financial information
set forth below is qualified by reference to, and should be read in conjunction with, the
financial statements and related notes thereto.
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Selected Consolidated Financial and Other Data Relating to Shin Kong FHC

The following table sets forth the summary consolidated financial and other data for
Shin Kong FHC as of and for the years ended December 31, 2006, 2007 and 2008 and as of
and for the three months ended March 31, 2008 and 2009.

Please see the financial statements of Shin Kong FHC included elsewhere in this
offering memorandum, and “Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Shin Kong FHC” for more information concerning the financial
results of Shin Kong FHC.

As of and for the Year As of and for the Three Months
Ended December 31, Ended March 31,
2006 2007 2008 2008 2008 2009 2009

(in millions, except per share data and percentages)
Income statement

data:
Interest income ... ... NT$ 46,706 NT$ 51,045 NT$ 53,691 US$ 1,585 NT$ 13,284 NT$ 12,287 US$ 363
Interest expense ... .. (4,996) (6,154) (7,578) (224) (1,788) (1,295) (38)
Net interest income . . . 41,710 44,891 46,113 1,361 11,496 10,992 325
Premium income . .. .. 149,421 150,284 152,323 4,497 31,664 41,227 1,217
Incomes on insurance

products —

separate account .. 42,254 107,465 145,493 4,296 45,377 19,990 590
Insurance

payments ......... (66,731) (90,528) (94,758) (2,798) (18,259) (14,863) (439)

Disbursements on
insurance products

— separate

account .......... (42,254) (107,465) (145,493) (4,296) (45,377) (19,990) (590)
Processing fee and

commission

income ........... 4,386 5,400 9,064 268 3,022 1,249 37
Processing fee and

commission

expense .......... (7,868) (8,743) (5,892) (174) (1,829) (1,322) (39)
Total net income and

gains............. 137,619 107,254 86,403 2,551 17,673 40,380 1,192
Bad debt expenses . .. (11,094) (1,914) (1,756) (52) (580) (646) (19)

(Provision of)
recovered insurance

reserve ........... (99,303) (76,836) (87,685) (2,589) (19,671) (34,759) (1,026)
Total operating
expenses ......... (22,782) (23,551) (24,599) (726) (6,889) (5,288) (156)

Continuing operations’
income (loss) before

tax. ...l 4,440 4,953 (27,637) (816) (9,467) (313) 9)
Consolidated net

income (loss) ...... 6,045 5,086 (22,228) (656) (6,847) (498) (15)
Basic EPS (before

tax) ... 1.1 0.93 (4.84) (0.14) (1.81) (0.08) (0.002)
Basic EPS (after

tax) ... 1.21 0.96 (3.80) (0.11) (1.30) (0.10) (0.003)
Diluted EPS (before

tax) ... 0.92 0.87 — — — — —
Diluted EPS (after

tax) ... 1.09 0.89 — — — — —
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Balance sheet data:
Loans ..............
Available-for-sale
financial assets . ...
Held-to-maturity
investments .......
Debt securities without
active market . ... ..
Total assets .........
Deposits and
remittances .......
Total liabilities .......
Total shareholders’
equity ............

Other data:
Book value per
share ............
Return on average
assets ............
Return on average
equity® ...
Shareholders’ equity/
total assets .......

Share data:
Shares issued .......
Period end number of
outstanding
shares ...........
Weighted average
number of
outstanding
shares ...........

As of and for the Year
Ended December 31,

As of and for the Three Months
Ended March 31,

(1)  Defined as shareholders’ equity divided by number of outstanding shares — actual.
(2) Calculated using the average year-end equity balances for the preceding and the current fiscal years.
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2006 2007 2008 2008 2008 2009 2009
(in millions, except per share data and percentages)

NT$ 406,582 NT$ 459,743 NT$ 471,295 US$13,915 NT$ 462,825 NT$ 462,505 US$13,655
153,199 156,338 363,925 10,745 161,228 298,579 8,815
222,722 219,612 9,849 291 218,410 9,858 291
306,901 311,641 340,169 10,043 295,743 385,144 11,371

1,492,328 1,688,114 1,740,173 51,378 1,751,593 1,763,250 52,059
281,779 313,544 327,637 9,673 322,272 336,023 9,921
1,401,481 1,588,001 1,683,979 49,719 1,650,327 1,707,214 50,405
90,847 100,113 56,194 1,659 101,266 56,036 1,654
18.84 16.81 7.16 0.21 15.9 7.1 0.21
0.43% 0.32% (1.30)% (1.30)% (1.59)% 0.11)% 0.11)%
7.60% 5.33% (28.44)%  (28.44)% (27.20)% (3.55)% (3.55)%
0.06% 0.06% 0.03% 0.03% 0.06% 0.03% 0.03%
46,996 50,254 62,542 62,542 53,939 62,469 62,469
4,690 4,991 6,216 6,216 5,355 6,216 6,216
4,878 5,202 5,536 5,536 5,259 6,216 6,216



Selected Financial and Other Data Relating to Shin Kong Life

The selected financial information has been derived from Shin Kong Life’s audited
consolidated statements of operations for the years ended December 31, 2006, 2007 and
2008 and its audited consolidated balance sheets as of December 31, 2006, 2007 and 2008
included elsewhere in this offering memorandum. These financial statements have been
audited by Deloitte & Touche, independent auditors. The following selected unaudited
unconsolidated financial information as of and for the three months ended March 31, 2008
and 2009 has been derived from Shin Kong Life’s unaudited unconsolidated financial
statements for the same period included elsewhere in this offering memorandum. Shin Kong
Life has prepared the unaudited interim unconsolidated financial statements on the same
basis as its audited unconsolidated financial statements. The wunaudited interim
unconsolidated financial statements include all adjustments, consisting of normal and
recurring adjustments, which Shin Kong Life considers necessary for a fair presentation of
its financial position and operating results for the periods presented. These unaudited
interim financial statements have been reviewed by Deloitte & Touche, independent auditors.
You should read the following selected financial information together with Shin Kong Life’s
financial statements included elsewhere in this offering memorandum and the section
“Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Shin Kong Life.” The selected unconsolidated financial information for Shin Kong Life for the
three months ended March 31, 2009 is not necessarily indicative of the results that may be
expected for the year ending December 31, 2009 or any period thereafter.

As of and for the Year As of and for the Three
Ended December 31, Months Ended March 31,
2006 2007 2008 2008 2008 2009 2009

(in millions, except per share data and percentages)
Income statement data:

Premium income .......... NT$ 149,421 NT$ 150,311 NT$ 152,347 US$ 4,498 NT$ 31,667 NT$ 41,230 US$ 1,217
Total operating revenues . . . . 305,448 388,951 439,648 12,980 118,297 99,034 2,924
Total operating costs . ...... (278,894) (366,296) (445,007) (13,139) (121,051) (96,764) (2,857)
Total operating expenses . .. (15,895) (15,870) (15,004) (443) (4,438) (3,099) (92)
Operating income (loss) .. .. 10,659 6,785 (20,363) (601) (7,191) (829) (24)
Operating income (loss)

beforetax .............. 11,172 2,807 (25,602) (756) (10,344) (891) (26)
Net income (loss) .......... 11,784 2,428 (19,743) (583) (7,603) (1,031) (30)
Basic EPS (before tax) ..... 5.69 0.79 (7.10) (0.22) (3.12) (0.21) (0.006)
Basic EPS (aftertax) ....... 5.46 0.69 (5.48) (0.17) (2.30) (0.25) (0.007)
Diluted EPS (before tax) .. .. 3.65 — — — — — —
Diluted EPS (after tax) ..... 3.50 — — — — — —
Balance sheet data:
Totalloans ............... 173,656 183,125 190,996 5,639 186,218 187,088 5,524
Fund and investments . ... .. 629,012 621,930 639,456 18,880 610,652 648,804 19,156
Totalassets .............. 1,117,547 1,229,375 1,301,423 38,424 1,266,003 1,331,708 39,318
Total liabilities . . ........... 1,047,573 1,169,287 1,276,572 37,690 1,212,698 1,307,733 38,610
Total shareholders’ equity . . . 69,974 60,088 24,851 734 53,305 23,975 708
Other data:
Book value per share™ ... .. 20.28 17.28 5.94 0.18 15.15 5.73 0.17
Return on average assets . .. 1.13% 0.21% (1.56)% (1.56)% (0.61)% (0.08)% (0.08)%
Return on average

equity® ... 18.94 3.72% (46.49)%  (46.49)% (13.42)% (4.23)% (4.23)%
Shareholders’ equity/total

assets ... 6.26% 4.89% 1.91% 1.91% 4.21% 1.80% 1.80%
Persistency ratio —

1B3month............... 89.8% 86.9% 88.5% 88.5% 87.5% 85.6% 85.6%
Risk-based capital ratio . . . .. 404.54% 304.02% 227.39% 227.39% — — —

(1) Defined as shareholders’ equity divided by number of outstanding shares — actual.
(2)  Calculated using the average year-end equity balances for the preceding and the current fiscal years.
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Selected Financial and Other Data Relating to Shin Kong Bank

The selected financial information has been derived from Shin Kong Bank’s audited
consolidated statements of operations for the years ended December 31, 2006, 2007 and
2008 and its audited consolidated balance sheets as of December 31, 2006, 2007 and 2008
included elsewhere in this offering memorandum. These financial statements have been
audited by Deloitte & Touche, independent auditors. The following selected unaudited
unconsolidated financial information as of and for the three months ended March 31, 2008
and 2009 has been derived from Shin Kong Bank’s unaudited unconsolidated financial
statements for the same period included elsewhere in this offering memorandum. Shin Kong
Bank has prepared the unaudited interim unconsolidated financial statements on the same
basis as its audited unconsolidated financial statements. The wunaudited interim
unconsolidated financial statements include all adjustments, consisting of normal and
recurring adjustments, which Shin Kong Bank considers necessary for a fair presentation of
its financial position and operating results for the periods presented. These unaudited
interim financial statements have been reviewed by Deloitte & Touche, independent auditors.
You should read the following selected financial information together with Shin Kong Bank’s
financial statements included elsewhere in this offering memorandum and the section
“Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Shin Kong Bank.” The selected unconsolidated financial information for Shin Kong Bank for
the three months ended March 31, 2009 is not necessarily indicative of the results that may
be expected for the year ending December 31, 2009 or any period thereafter.

As of and for the Three Months

As of and for the Year Ended December 31, Ended March 31,

2006 2007 2008 2008 2008 2009 2009
(in millions, except per share data and percentages)

Income statement data:
Interest revenue . .......... NT$ 7,051 NT$ 6,364 NT$ 6,239 US$ 184 1,560 NT$ 1,006 US$ 30
Servicefees .............. 1,526 1,908 1,579 47 353 285 8
Gain (loss) on securities . . .. 470 (392) (369) (11) 252 581 17
Other net non-interest (loss)

income ................ (943) 1,370 149 4 388 112 3
Netrevenue .............. 8,104 9,250 7,598 224 2,553 1,984 59
Bad debt expense ......... (9,753) (1,861) (1,930) (57) (499) (541) (16)
Operating expenses .. ..... (6,070) (5,882) (5,404) (160) (1,400) (1,253) (37)
Net (loss) income . ......... (7,276) 1,423 227 7 607 172 5
Basic EPS (before tax) .. ... (5.50) 0.75 0.11 0.0034 0.33 0.10 0.0030
Basic EPS (after tax) ....... (5.16) 0.73 0.12 0.0037 0.31 0.09 0.0027
Balance sheet data:
Notes discounted and loans,

net........... ... ...... 232,926 276,618 280,299 8,276 275,922 275,341 8,129
Totalassets .............. 352,465 386,796 403,574 11,915 397,998 395,342 11,672
Deposits and remittances . .. 286,746 325,764 356,027 10,512 335,217 354,618 10,470
Total liabilities ............ 332,565 365,571 382,969 11,307 375,871 374,542 11,058
Total shareholders’ equity . . . 19,900 21,225 20,605 608 22,127 20,800 614
Other data:
Net interest margin® ... .. .. 2.38% 1.92% 1.69% 1.69% 1.73% 1.12% 1.12%
Gain (loss) on securities/net

non-interest income . .. ... 44.63% (13.58)%  (27.15)% (27.15)% 25.38% 59.41% 59.41%
Net non-interest income/net

revenue® .............. 12.99% 31.20% 17.89% 17.89% 38.90% 49.29% 49.29%
Bad debt expense/net

revenue ............... 74.90% 63.59% 71.12% 71.12% 54.84% 63.16% 63.16%
Return on average

equity® ... ... (36.64)% 6.92% 1.08% 1.08% 2.80% 0.83% 0.83%
Return on average

assets® ......... ... (2.11)% 0.39% 0.06% 0.06% 0.15% 0.04% 0.04%
NPL ratio® ............... 1.70% 1.85% 1.87% 1.87% 1.89% 1.91% 1.91%
Coverage ratio® .......... 84.12% 56.38% 66.42% 66.42% 63.94% 63.70% 63.70%
Capital adequacy ratio® . ... 12.52% 10.72% 10.57% 10.57% 11.51% 10.88% 10.88%
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Calculated using average daily balances of interest earning assets; ratio annualized.

Net non-interest income includes service fees, gains on securities and other non-interest income.

Calculated by dividing net income for the period by the average ending shareholders’ equity balances for the preceding
and the current fiscal years.

Calculated by dividing net income for the period by the average ending total assets balances for the preceding and the
current fiscal years.

Calculated by dividing non-performing loans by gross loans.

Calculated by dividing total loan loss reserves by total amount of non-performing loans.

Determined in accordance with the requirements of the FSC.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Overview

We currently conduct almost all of our operations through our subsidiaries. A
substantial amount of our consolidated assets are held by, and almost all of our consolidated
earnings and cash flows are attributable to, our subsidiaries. Our liquidity and ability to pay
expenses and meet obligations as well as our ability to pay cash dividends on our shares are
dependent upon our ability to receive dividends from our subsidiaries. There can be no
assurance that our subsidiaries will generate sufficient earnings and cash flows to pay
dividends, or otherwise distribute funds to us.

Recent Developments
Proposed sale of Shin Kong Securities to MasterLink

In April 2009, in order to consolidate our securities brokerage services, Shin Kong
Securities entered into a sale agreement to transfer its brokerage business and properties to
MasterLink, our 26.3% owned and consolidated subsidiary. The transaction is expected to be
completed in the fourth quarter of 2009. Shin Kong Securities will then liquidate its securities
holdings and cease its operations. Consummation of the sale is subject to approvals from
governmental authorities and certain other customary conditions.

Sale of Real Estate

In April 2009, Shin Kong Life sold a building in downtown Taipei and recognized a
capital gain of NT$7.3 billion. We plan to increase our liquidity and maintain robust capital
position by disposing of our real estate investments at attractive prices.

Joint Venture in the PRC

In April 2009, a PRC-based joint venture established by Shin Kong Life and Hainan
Airlines, a leading aviation conglomerate in the PRC, commenced operations to market life
insurance products developed for the fast growing PRC life insurance market.
Headquartered in Beijing, we expect this joint venture will enjoy rapid development in the
next several years, in part by taking advantage of Hainan Airlines Group’s extensive
customer base.

Change in accounting policy to reclassify held-to-maturity securities to
available-for-sale

In December 2008, we changed our holding purposes of certain financials assets, and
reclassified NT$198,796.3 million of such assets from held-to-maturity securities to
available-for-sale securities, pursuant to ROC SFAS No.34. As a result, we recognized gains
that were recorded directly under shareholders’ equity.

Net income (loss) for the six months ended June 30, 2009

As announced on the Market Observation Post System, our preliminary unaudited
unconsolidated net loss for the six months ended June 30, 2009 to be NT$598
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million, Shin Kong Life’s preliminary unaudited unconsolidated net loss for the six months
ended June 30, 2009 to be NT$1,342 million, and Shin Kong Bank’s preliminary unaudited
unconsolidated net income for the six months ended June 30, 2009 to be NT$266 million.
Our, Shin Kong Life’s and Shin Kong Bank’s preliminary unconsolidated financial data for the
six months ended June 30, 2009 are subject to adjustment based upon, among other things,
completion of our, Shin Kong Life’s and Shin Kong Bank’s reporting processes. Actual
results could differ materially from the estimates provided above. For additional information
regarding the various risks and uncertainties inherent in such estimates, see “Special Note
Regarding Forward-Looking Statements.” Financial results for the six months ended
June 30, 2009 may not be indicative of our full year results for the fiscal year ending
December 31, 2009 or future quarterly periods. See “Management’s Discussion and Analysis
of Financial Condition and Results of Operations” for information regarding trends and other
factors that may influence our, Shin Kong Life’s and Shin Kong Bank’s financial results.

Our Operations

We conduct substantially all of our operations through our subsidiaries. Moreover,
substantially all of our assets are held by, and substantially all of our net income and cash
flows are attributable to, our subsidiaries.

As of December 31, 2008 and March 31, 2009, on a consolidated basis:

° Shin Kong Life accounted for 74.8% and 75.5% of our assets, respectively.

o Shin Kong Bank accounted for 23.2% and 22.4% of our assets, respectively.

] Shin Kong Securities accounted for 0.8% and 0.7% of our assets, respectively.

Substantially all of our business is conducted in Taiwan. As a result, we will continue to
be affected by factors such as regulation, competition, interest rates, taxes, foreign
exchange rates, securities market conditions and general economic conditions in Taiwan as
well as in the rest of Asia. In particular, recent amendments to the ROC Insurance Law and
related regulations have changed the ways financial companies operate their businesses.
These amendments include allowing the insurance company to conduct insurance claims
trust business, easing the restrictions on loans borrowed by the insurance company to meet
the capital needs of the insurance company, and raising maximum permitted foreign
investment percentage.

The following discussion is based upon, and should be read in conjunction with:

° the audited consolidated financial statements of Shin Kong FHC as of and for the
years ended December 31, 2006, 2007 and 2008;

° the unaudited consolidated financial statements of Shin Kong FHC as of and for
the three months ended March 31, 2008 and 2009;

] the audited consolidated financial statements of Shin Kong Life as of and for the
years ended December 31, 2006, 2007 and 2008;

° the unaudited unconsolidated financial statements of Shin Kong Life as of and for
the three months ended March 31, 2008 and 2009;
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° the audited consolidated financial statements of Shin Kong Bank as of and for the
years ended December 31, 2006, 2007 and 2008; and

° the unaudited unconsolidated financial statements of Shin Kong Bank as of and for
the three months ended March 31, 2008 and 2009.

These financial statements, together with the independent accountants’ audit reports
thereon, are included elsewhere in this offering memorandum.

Liquidity and Capital Resources

We currently conduct almost all of our operations through our subsidiaries.
Substantially all of our assets are held by, and substantially all of our net income and cash
flows are attributable to, our subsidiaries. As a result, our liquidity and ability to pay
expenses and meet obligations, as well as our ability to pay cash dividends on our shares,
are dependent upon our ability to receive dividends from our subsidiaries. See “Risk
Factors — Risk Relating to Shin Kong FHC and the Shin Kong Companies — Our ability to
service our debt and pay dividends depends on capital distributions from our subsidiaries,
which are subject to regulatory and other limits.”

We intend to finance our capital requirements and investments primarily through a
combination of capital contributions and dividends from our subsidiaries, and from the
proceeds from transactions in the international and domestic capital markets, including
pursuant to this offering. We believe that our existing cash balance, together with the
proceeds from this offering, as well as dividends provided by our subsidiaries and
borrowings under committed credit lines from banks, will provide sufficient funds to (1) meet
our operating and capital requirements and (2) implement our corporate strategy. We have a
long-term rating of “twA+” and a short-term rating of “twA-1" from Taiwan Ratings
Corporation.

As of March 31, 2009, we had outstanding long-term liabilities in the amount of NT$17.2
billion consisting partially of certain unsecured bonds issued by Shin Kong FHC in the
aggregate principal amount of NT$5.0 billion issued in the domestic markets in May 2008,
unsecured subordinated bonds issued by Shin Kong FHC in the aggregate principal amount
of NT$4.7 billion issued in the domestic markets in September 2008 and zero coupon
convertible bonds due 2009 in the principal amount of US$260 million issued in the global
offering in 2004 and zero coupon convertible bonds due 2010 in the principal amount of
US$250 million issued in global offering in 2005. As of March 31, 2009, we had outstanding
short-term borrowing in the amount of NT$1.8 billion. We have no significant capital
expenditure requirements.

We intend to manage our liquidity by balancing the needs for capital of each of our
subsidiaries with the capital requirements of our strategy. While we expect that our
subsidiaries will contribute cash to us from time to time, their ability to do so is not only
dependent on their profitability but also governed by a number of different regulations that
are subject to change.

Capital Adequacy Requirements

As a financial holding company organized under the ROC Financial Holding Company
Act, we are currently subject to group capital adequacy requirements. The definition of group
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capital adequacy ratio is complex. See “Regulation of the Taiwan Financial Services
Industry — Regulation of Shin Kong FHC — Financial Requirements.” Pursuant to the ROC
Financial Holding Company Act, we are required to have a group capital adequacy ratio of
not less than 100%. We expect to meet or exceed any capital requirements, including group
capital adequacy requirements, that are applicable to us.

Inflation

We do not believe that inflation in Taiwan has materially affected our results of
operations. According to the Directorate General of Budget, Accounting and Statistics in
Taiwan, the change in the Consumer Price Index in Taiwan was approximately 0.6%, 1.8%
and 2.3% in 2006, 2007 and 2008, respectively.

Factors Affecting Our Results of Operations
Market Risks

Market risk is usually defined as the risk of loss in a financial instrument from an adverse
movement in market prices or rates. The broadly defined categories of market risks include
exposures to interest rates, foreign exchange rates, equity prices, real estate value and credit
risk. The nature of the market risks that we face varies depending on the nature of the
business. For example, interest rate risk is a market risk to which Shin Kong Life, Shin Kong
Bank, Shin Kong Securities and MasterLink are subject whereas foreign exchange risk is a
market risk that principally affects Shin Kong Life and Shin Kong Bank and equity price risk is
a market risk that principally affects Shin Kong Life and Shin Kong Securities. Set forth below
is a brief overview of the types of market risks to which our subsidiaries are subject.

Interest Rate Risk. A significant portion of our assets consists of, and a significant
portion of our revenue is derived from, monetary assets, which subjects us to significant risk
from changes in interest rates. Changes in interest rates could significantly affect us across
all our business lines. We may use interest rate swap contracts to exchange fixed interest
rate obligations for floating rate obligations and vice versa for a portion of our total interest
rate risk.

Foreign Exchange Risk. The primary currency to which we are exposed is the US dollar.
We attempt to limit our foreign exchange risk exposure to various currencies by matching
our foreign currency assets and liabilities. We plan to continue to enter into hedging
arrangements to protect our investments against foreign exchange fluctuations.

Equity Price Risk. A portion of our assets consists of, and a portion of our revenue has
been derived from, equity investments, including short-term investments, trading securities
and long-term investments. The performance of these assets may affect our financial
condition and results of operations. A portion of these investment assets comprises of
common stock issued by listed Taiwan companies. Such stocks have experienced significant
price volatility. As of March 31, 2009, the aggregate carrying value of these equity
investments on our balance sheet was approximately NT$50.9 billion.

Real Estate Value and Rental Income. For real estate assets, we assign targeted
investment return rates and occupancy levels for each property category. For properties that
fall below these rates and levels, we minimize risk by implementing various measures to
maintain rental income while considering the sale of the property.
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Credit Risk. Credit risk relates to the possibility of the contractual counterparty’s failure
to perform its contractual obligations. To minimize credit risk, we generally only enter into
financial instruments, such as interest rate swap agreements or forward exchange contracts,
with trustworthy and high credit rating banking institutions. Therefore, we do not currently
anticipate any material risk of non-performance by these counterparties.

Critical Accounting Policies

We prepare our financial statements in accordance with ROC GAAP. We make
estimates that affect the reported amounts of assets, liabilities, operating income and
expenses as well as the disclosure of contingent liabilities as of the date of the financial
statements. Actual results may differ from those estimates. We have identified the following
accounting policies as critical to an understanding of our business since the application of
these policies requires significant management estimates that could result in the reporting of
materially different amounts if such estimates prove to be unwarranted.

Classification of Asset and Liability Classified as Current and Noncurrent

Due to the characteristics of the banking industry, Shin Kong Bank’s business cycle
cannot be defined. Therefore, the assets and liabilities of Shin Kong Bank are not classified
as current or noncurrent but are properly categorized according to the nature of each
account and are stated in the order of their liquidity. For other subsidiaries, current assets
are those that can be realized in cash within 12 months; property and equipment and others
are classified as noncurrent asset. Current liabilities are obligations due within 12 months;
others are noncurrent liabilities.

Because banking is our major industry, the assets and liabilities in the consolidated
balance sheets were not classified as current or noncurrent but were properly categorized
according to the nature of each account and were stated in the order of their liquidity.

Cash and Cash Equivalents

Cash and cash equivalents include cash (including foreign currencies) in banks, bank
deposits, petty cash, certificates of deposits purchased, foreign-currency bank deposits,
cash in transit and other short-term, highly liquid investments (such as government bonds,
bankers’ acceptances and commercial paper) with a maturity of three months or less on the
date of acquisition.

Financial Assets/Liabilities at Fair Value through Profit or Loss

Financial assets/liabilities at fair value through profit or loss (FVTPL) has two
subcategories, including financial assets/liabilities held for trading and those designated as
at FVTPL. We recognize a financial asset or a financial liability on our balance sheet when
we become a party to the contractual provisions of the financial instrument. A financial asset
is derecognized when we have lost control of our contractual rights over the financial asset.
A financial liability is derecognized when the obligation specified in the relevant contract is
discharged, cancelled or expired.

Financial instruments at FVTPL are initially measured at fair value. At each balance
sheet date subsequent to initial recognition, financial assets or financial liabilities at FVTPL
are remeasured at fair value, with changes in fair value recognized directly in profit or loss in
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the year in which they arise. Cash dividends received subsequently (including those received
in the year of investment) are recognized as income for the year. On derecognition of a
financial asset or a financial liability, the difference between its carrying amount and the sum
of the consideration received and receivable or consideration paid and payable is recognized
in profit or loss. All regular way purchases or sales of financial assets related to stocks and
beneficiary certificates are recognized and derecognized on a trade date basis. Others are
recognized and derecognized on a settlement date basis.

A derivative that does not meet the criteria for hedge accounting is classified as a
financial asset or a financial liability held for trading. If the fair value of the derivative is
positive, the derivative is recognized as a financial asset; otherwise, the derivative is
recognized as a financial liability.

Financial assets/liabilities designated initially as measured at fair value which are mixed
financial instruments. It has the unrealized gain (loss) recognized as current income
(expense).

Financial assets/liabilities designated initially as measured at fair value for the reason
of elimination of the difference in accounting practices can subsequently be measured at fair
value with the changes in fair value recognized in profit or loss. Unrealized gain (loss) is
recognized as current income (expense).

Fair values of financial assets and financial liabilities at the balance sheet date are
determined as follows: Publicly traded stocks — at closing prices; open-end mutual funds —
at net asset values; bonds — at prices quoted by the Taiwan GreTai Securities Market; and
financial assets and financial liabilities without quoted prices in an active market — at values
determined using valuation techniques.

Allowance for Doubtful Accounts

We make provisions for bad debts and losses on guarantees based on the evaluation of
loans, overdue loans, bills, discounts, receivables, guarantees and acceptances for the
specific or general risks. Debts and guarantees with specific risk are evaluated internally for
their collaterals, collectibility and customers’ overall credits.

Shin Kong Life and Shin Kong Bank, in accordance with the “Rules for Handling
Assessment of Assets, Overdue Loans, Receivable on Demand and Bad Debts by Insurance
Enterprises” and “Rules for Handling Assessment of Assets, Overdue Loans, Receivable on
Demand and Bad Debts by Bank Enterprises” issued by the Ministry of Finance, provide the
allowances for doubtful accounts based on management’s evaluation of the collectibility of
individual accounts, the borrowers’/clients’ financial condition and payment history.

Such doubtful accounts are classified into: special mention, substandard, highly
uncollectible, and deemed uncollectible and the allowances are provided at 2%, 10%, 50%,
and 100%, respectively, of the loan amount to meet the minimum requirement. Credits
deemed uncollectible may be written off if the write-off is approved by the board of directors.

Bonds Purchased (Sold) under Resell (Repurchase) Agreements

Bonds purchased under resale agreements are actual payments made to the
counterparty in transactions involving the purchase of bonds, subject to an agreement by the
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purchaser to resell the bonds. Notes issued under repurchase agreements are actual
receipts from the counterparty in transactions involving the sale of bonds by one party,
subject to an agreement by the seller to repurchase the bonds. These transactions are
treated as margin trading. All related interest income or expense is recognized on an accrual
basis.

Available-for-Sale Financial Assets

Available-for-sale financial assets are initially measured at fair value plus transaction
costs that are directly attributable to the acquisition. At each balance sheet date subsequent
to initial recognition, available-for-sale financial assets are remeasured at fair value, with
changes in fair value recognized in equity until the financial assets are disposed of, at which
time, the cumulative gain or loss previously recognized in equity is included in profit or loss
for the year. All regular way purchases or sales of financial assets related to stocks and
beneficiary certificates are recognized and derecognized on a trade date basis. Others are
recognized and derecognized on a settlement date basis.

Cash dividends are recognized on the ex-dividend date, except for dividends distributed
from the pre-acquisition profit, which are treated as a reduction of investment cost. The
difference between the initial cost of a debt instrument and its maturity amount is amortized
using the effective interest method, with the amortized interest recognized in profit or loss.

An impairment loss is recognized when there is objective evidence that the financial
asset is impaired. Any subsequent decrease in impairment loss for an equity instrument
classified as available-for-sale is recognized directly in equity. If the fair value of a debt
instrument classified as available-for-sale subsequently increases as a result of an event
which occurred after the impairment loss was recognized, the decrease in impairment loss is
reversed to profit.

Purchase on Margin and Short Sale

We recognize margin loans as loans to customers for purchases on margin while
providing financing to investors who buy stocks. Margin loans made by us are generally
collateralized by securities in the client’'s account. These collateralized securities are not
entered in our books, but recorded using memorandum entries. After the security investors
settle the margin loan, these pledged securities are returned to investors.

We require a deposit from security investors for short-sale services to investors. This
deposit is recorded as deposit on short-sale transactions. The amount collected from selling
of short-sale securities (net of securities transaction tax, brokerage fee and handling fee) is
kept by us as collateral and recorded as payable for short-sale transactions. The securities
lent to clients as short sale are recorded using memorandum entries. The deposit on short-
sale transactions and payable for short sale are returned to security investors after investors
settle the short-sale transactions.

Loans borrowed by us from other securities lenders when we have insufficient fund to
conduct margin trading are recorded as “margin loans from other securities lenders”, and the
stocks purchased by the borrowers are held by the securities lenders as collateral.

68



Held-to-Maturity Financial Assets

Held-to-maturity financial assets are carried at amortized cost using the effective
interest method (straight-line method can be used if there will be no significant difference).
Held-to-maturity financial assets are initially measured at fair value plus transaction costs
that are directly attributable to the acquisition. Profit or loss is recognized when the financial
assets are derecognized, impaired, or amortized. All regular way purchases or sales of
financial assets are accounted for using settlement date basis.

An impairment loss is recognized when there is objective evidence that the investment
is impaired. The impairment loss is reversed if an increase in the investment’s recoverable
amount is due to an event which occurred after the impairment loss was recognized;
however, the adjusted carrying amount of the investment may not exceed the carrying
amount that would have been determined had no impairment loss been recognized for the
investment in prior years.

If, as a result of a change in intention or ability, it is no longer appropriate to classify an
investment as held-to-maturity, it shall be reclassified as available for sale and re-measured
at fair value, and the difference between the carrying amount and fair value shall be
accounted for as unrealized gain (loss) on financial instrument under shareholders’ equity.
When the financial asset is derecognized, the cumulative gain or loss previously recognized
in shareholders’ equity is reclassified to profit or loss.

Financial Assets Carried at Cost

Investments in equity instruments with no quoted prices in an active market and with
fair values that cannot be reliably measured, such as non-publicly traded stocks and stocks
traded in the Emerging Stock Market, are measured at their original cost. An impairment loss
is recognized when there is objective evidence that the asset is impaired. A reversal of this
impairment loss is disallowed.

Debt Securities without Active Market

Bond investments with fixed or determinable payments and with no quoted prices in an
active market are carried at amortized cost using the effective interest method. The
accounting treatment for such bond investments is similar to that for held-to-maturity
financial assets, except for the absence of restriction on the timing of their disposal.

An impairment loss is recognized when there is objective evidence that the investment
is impaired. The impairment loss is reversed if an increase in the investment’s recoverable
amount is due to an event which occurred after the impairment loss was recognized;
however, the adjusted carrying amount of the investment may not exceed the carrying
amount that would have been determined had no impairment loss been recognized for the
investment in prior years.

Investments Accounted for by the Equity Method

Investments in which we hold 20 percent or more of the investee’s voting shares or
exercise significant influence over the investees’ operating and financial policy decisions are
accounted for by the equity method; we recognize our share in the investee’s profits or
losses according to our ownership percentage in the investee.
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Upon acquisition of an equity investment or initial adoption of the equity method, the
difference between cost and fair value of investment is amortized over 20 years by the
straight-line method. However, from January 1, 2006, the costs of investments are required
to be analyzed, any excess of the acquisition cost over the interest in the fair value of the
identifiable assets and liabilities acquired as at the date of acquisition is recorded as
goodwill and should not be amortized according to SFAS No. 25 “Accounting Treatment for
Merger under Purchasing Method.” Since January 1, 2006, the unamortized balance of
goodwill (investment cost over net equity acquired) on investments which were acquired
before January 1, 2006 are no longer amortized. For any investment discount arising on
acquisitions before January 1, 2006, the unamortized amount is amortized over the
remaining year.

Profits from downstream transactions with an equity-method investee are eliminated in
proportion to our percentage of ownership in the investee; however, if we have control over
the investee, all the profits are eliminated. Profits from upstream transactions with an equity-
method investee are eliminated in proportion to our percentage of ownership in the investee.

Property and Equipment (Including Assets Leased to Others and Real Estate
Investments)

Property and equipment are recorded at cost when acquired. However, land held by
Shin Kong Life and held by Shin Kong Bank was revalued in 1998 and 2007, respectively, in
accordance with appraisal value announced by the government.

Depreciation of property and equipment is calculated by the straight-line method based
on estimated useful life or remaining useful years upon revaluation, plus one year salvage
value.

Major additions, renewals, betterments and interest expenses incurred are capitalized,
while maintenance and repairs are expensed currently.

Upon retirement, sale or other disposal of properties, any gain or loss is credited or
charged to income.

Reserves for land revaluation increment tax required by law after revaluation are
classified as reserve for land value increment tax.

Impairment of Assets

We adopted SFAS No. 35, Accounting for Impairment of Assets, effective on January 1,
2005. This SFAS requires the recognition of an impairment loss when there is indication that
the carrying amount of an asset is not recoverable. An impairment loss shall be measured as
the amount by which the carrying amount of an asset exceeds its recoverable amount. If the
impairment loss decreases, a gain on reversal of impairment loss is recognized to the extent
of the impairment loss previously recognized. The recovered carrying amount of an impaired
asset may not exceed the original carrying amount less depreciation or amortization. The
impairment loss of goodwill may not be reversed.

Share-based Payment

Share options granted under the share-based payment agreements after January 1,
2008 are accounted for according to SFAS No. 39, Share-based Payment, and Interpretation
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(96) No. 267 and (97) No. 017. The payments are measured at fair value at the date of
grant. The fair value determined at the grant date of the equity-settled share-based
payments is expensed over the vesting period.

Real Estate in Trust

The accounting for securitized real estate is based on SFAS Interpretation
No. (93) 141, Accounting for Securitized Real Estate, issued by the Accounting Research
and Development Foundation of ROC (“ARDF”).

When the sale of real estate is consummated and the risks and rewards of the
ownership are transferred to the transferee, the transferor shall recognize profit by the full
accrual method.

If the transferor sells a portion of the real estate, the carrying value of the real estate
shall be allocated between the sold and retained real estate in proportion to their fair value
when the ftransaction occurs. If the fair value of the retained real estate cannot be
reasonably and reliably measured, the carrying value of the retained real estate is equal to
zero and the carrying value of the real estate is allocated to the sold real estate in full.

The usufruct retained shall be accounted for in accordance with its attribute. If the
usufruct is attributive to real estate, the usufruct is accounted for as real estate and stated at
cost. If the usufruct is attributive to financial assets, the usufruct is accounted for as
financial assets and stated at the lower of cost or market.

Goodwill

The accounting for goodwill (classified under intangible assets) is based on SFAS
No. 25 “Business Combinations — Accounting Treatment under Purchase Method”. The
excess of acquisition cost over the net fair value of tangible and identifiable intangible
assets is recognized as goodwill. Goodwill is not amortized but is subject to an impairment
test periodically.

Separate Accounts

Shin Kong Life sells investment type insurance policies. Based on agreements, the
insurance premiums paid by policyholders are offset against various expenses of Shin Kong
Life and invested in separate accounts at allocation ratios agreed on with or directed by the
policyholder. The value of the separate-account assets is accounted for at market value on
the valuation date and their net worth is computed in accordance with the related regulations
and accounting principles generally accepted in the ROC.

The assets, liabilities, revenues and expenses of separate accounts represent the rights
and obligations of the policyholders and are recorded, pursuant to the accounting principles
governing investment type insurance policies, in Shin Kong Life’s “asset on insurance
products — separate account”, “liabilities on insurance products — separate account”,

“income on insurance products — separate account”, “disbursements on insurance products
— separate account”.

Convertible Bonds

The entire proceeds from convertible bonds issued on or before December 31, 2005
were accounted for as a liability. The difference between the agreed redemption price and
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the face value of the bonds is accrued using the effective interest method over the year from
the issue date of the bonds to the date the put option becomes exercisable. The conversion
of bonds into common shares is accounted for using the book value method, whereby the
difference between the book value of the bonds (net of any unamortized premiums or
discounts, accrued interest, and unamortized transaction costs) and the par value of the
common shares issued is recorded as capital surplus.

For convertible bonds issued on or after January 1, 2006, we first determine the
carrying amount of the liability component by measuring the fair value of a similar liability
(including any embedded non-equity derivatives) that does not have an associated equity
component, then determine the carrying amount of the equity component, representing the
equity conversion option, by deducting the fair value of the liability component from the fair
value of the convertible bonds as a whole. If bondholders want to convert bonds to specific
amounts of common stock with specific prices or amounts, the liability component (excluding
the embedded non-equity derivatives) is measured at amortized cost using the effective
interest method, while the embedded non-equity derivatives are measured at fair value.
Upon conversion, we use the aggregate carrying amount of the liability and equity
components of the bonds at the time of conversion as a basis to record the common shares
issued.

Transaction costs of convertible bonds issued on or before December 31, 2005 are
recorded as deferred charges (or deferred expenses) and are amortized on a straight-line
basis over the year from the issue date of the bonds to the date the put option becomes
exercisable. Pursuant to a newly released SFAS, transaction costs of bonds issued on or
after January 1, 2006, net of related income tax benefit, are allocated in proportion to the
liability and equity components of the bonds.

We can exercise the call option by buying the convertible bonds back from the market
to redeem them before maturity. If the redemption gain or loss is material, it is recognized as
extraordinary gain or loss and reported as a line item in the income statement.

Reserves for Operations

Reserves for operations and liabilities are stated pursuant to the Regulations Governing
Calculation of Various Reserves for Operations promulgated by the Insurance Bureau on
November 26, 2003. The figures for the reserves are provided by actuaries certified by the
Ministry of Finance. On December 28, 2007, the regulations were revised, and became
effective January 1, 2008. Each reserve basis is stated below:

Reserve for Life Insurance Liability

Reserve for life insurance liability of an insurance product is calculated according to the
Regulations Governing Calculation of Various Reserves for Operations and other rulings
promulgated by regulators. The calculation is based on a mortality table and projected
interest rate at the time of approval of the insurance product by the Insurance Bureau.

Reserve for Unearned Premiums

Unearned premiums of effective policies with a term of less than one year are computed
by policy type according to the actual risk (with recognition of reinsurance costs and
benefits) assumed by Shin Kong Life for the remaining policy period in compliance with
related regulations. Since January 1, 2008, unearned premiums are computed by the
remaining policy type according to the actual risk.
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Special Reserve

Special reserve for actual undertakings (with recognition of reinsurance costs and
benefits) includes special reserve for catastrophe, special reserve for contingent claim and
other special reserves.

Special reserves for catastrophe are provided by policy type, according to the rates set
by regulatory authorities. The special reserve for catastrophe is used to offset the portion of
net indemnities exceeding NT$30 million. The amount of reserve for catastrophe which was
provisioned for more than 15 years can be measured by an appointed actuary and reversed
to income after reporting to Insurance Bureau.

If actual indemnity on an insurance product exceeds the reserve for catastrophe, 15%
(30% prior to January 1, 2008) of the difference is taken from the special reserve for
contingent claim. Otherwise, the whole excess may be taken from the reserve for the
contingent claim. If the reserve for contingent claim are insufficient for the excess, reserves
for contingent claim of another insurance product may be used for that excess. When the
accumulated amount of this special reserve for contingent claim exceeds 30% of the gross
amount of net earned premium, the excess is recovered and treated as income.

New life insurance, health insurance and annuity policies written since January 1, 2001,
with terms exceeding one year and with premiums lower than the corresponding liability
reserves, are subject to special reserves for insufficient premiums. Aside from the liability
reserves required by regulations, the amount by which the premium falls short of the liability
reserve is provided as reserve for insufficient premiums.

Claim Reserve

Claim reserves are reserves for indeterminate indemnities, whether or not reported.
The provisions for the reserves for reported indeterminate indemnities are estimated on a
case by case basis based on several factors, including historical information and
circumstances surrounding each claim for each type of insurance product. The provisions for
the IBNR (incurred but not yet reported) reserve are at 1% of the net earned premium by
policy type for policies with terms of less than one year from 2006, and the provisions for the
accident insurance retention reserve are recognized according to the method approved by
the related authority, and historical information.

Premiums Deficiency Reserve

New life insurance, health insurance and annuity policies written since January 1, 2001,
with terms exceeding one year and with premiums lower than the corresponding liability
reserves, are subject to special reserves for insufficient premiums. Aside from the liability
reserves required by regulations, the amount by which the premium falls short of the liability
reserve is provided as reserve for insufficient premiums.
Other Reserve

Reserve for Trading Loss

Reserve for trading loss is at 10% of the monthly net gain on the sale of government

bonds by Shin Kong Securities, Shin Kong Bank and MasterLink. This reserve cannot be
used for any purpose other than to offset the trading loss in excess of the trading profit.
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Reserve for Bad Debt

Allowance for doubtful accounts of Shin Kong Securities and MasterLink is provided by
assessing the collectibility of the notes and accounts receivable at the period end. Under the
Ministry of Finance’s Approval Documents Tai-Tsai-Jen (2) No. 82416 dated September 29,
1999, Shin Kong Securities and MasterLink increased allowance for doubtful accounts,
which were equal to such increased income raised from reducing the rate of VAT tax. If each
item of the account does not have bad debt risk, allowance for doubtful accounts is
classified under another reserve according to the law.

Under the Ministry of Finance’s Approval Documents Tai-Tsai-Jen (2) No. 0920002964
dated July 17, 2003, effective from July 1, 2003, the aforementioned regulation is no longer
applicable to securities firms. However, if there is an outstanding balance of the aforesaid
allowance for doubtful accounts on June 30, 2003, such reserve would be retained to write
off overdue accounts in the future.

Reserve for Trading Default

Reserve for trading default is calculated monthly by Shin Kong Securities and
MasterLink at the rate of 0.28/10,000 based on the amount of consigned trading of
marketable securities. This reserve cannot be used for any purpose except to offset the loss
incurred on the trading default of the consigned trader of marketable securities or other
purposes approved by the Securities and Futures Bureau of the Ministry of Finance.

Pension Cost

Defined benefit pension plan is accounted for based on SFAS No. 18, “Accounting for
Pension.” Defined contribution pension plan is accounted for based on contributions made
for employees in their service years.

Curtailment or settlement gains or losses of the defined benefit plan are recognized as
part of the net periodic pension cost for the period.

Treasury Stock

We use the cost method to account for treasury stock. If the stocks are donated, market
price is used to account for treasury stock. Cost of treasury stock is determined on the basis
of the weighted-average method.

On treasury stock disposal, if the disposal value is greater than the book value, the
difference is recorded as “capital surplus — treasury stock transactions”; otherwise, the
difference is used to offset capital surplus that resulted from similar treasury stock
transactions. If the capital surplus is insufficient to cover the difference, retained earnings
are used to cover the insufficiency.

Income Tax

We adopted SFAS No. 22, “Accounting for Income Taxes,” which requires an asset and
liability approach to account for income tax. Deferred income tax assets and liabilities are
computed annually for differences between the financial statement and tax bases of assets

74



and liabilities that will result in taxable or deductible amounts in the future based on enacted
tax laws and rates applicable to the periods in which the differences are expected to affect
taxable income. Valuation allowances are provided to reduce deferred tax assets that are
not certain to be realized. Income tax expense or benefit is the tax payable or refundable for
the period plus or minus the change during the period in deferred income tax assets and
liabilities.

According to “Alternative Minimum Tax Act”, we calculate the alternative minimum tax in
addition to the regular income tax. If the regular income tax is lower than the alternative
minimum tax, the difference is accrued as an additional income tax adjustment.

Adjustments of prior years’ tax liabilities are added to or deducted from the current
year’s tax provision.

According to the Income Tax Law, an additional tax at 10% of unappropriated earnings
is provided for as income tax in the year the shareholders approve to retain the earnings.

We and our subsidiaries which we hold more than 90% of the outstanding shares adopt
the accounting treatment of the consolidated income tax return. The difference of current
income tax and deferred income tax between consolidated income tax return and the sum of
income tax of the subsidiaries included in the consolidated tax return is considered as our
income tax adjustment. Any distribution of cash payments and receipts among the
consolidated group members is recorded as receivable or payable.

Revenue Recognition

We follow SFAS No. 32, “Accounting for Revenue Recognition,” to recognize revenue,
except for insurance premium income.

Gain or loss on sales of securities and processing fee income are recognized on
transaction completion. Income and expenses from agency business are recognized when
the contract ends. Income from subscription is recognized when collected. Income from
handling stock affairs is recognized on the basis of contract terms. Handling expenses for
agency business and operation are recognized on transaction completion.

Interest revenue on loans is recorded on the accrual basis. No interest revenue is
recognized in the accompanying financial statements on loans and other credits extended by
the Bank that are classified as nonperforming loans. The interest revenue on those loans/
credits is recognized upon collection. Under Ministry of Finance regulations, the interest
revenue on credits for which agreements have been reached to extend their maturities is
recognized upon collection.

Service fees are recorded as income upon receipt or substantial completion of activities
involved in the earnings process.

Insurance Premium Income and Expenses

Direct premiums are recognized on the date the policies become effective. Policy-
related expenses are recognized as incurred.

Reinsurance premiums inward and reinsurance commission expenses are recognized
upon assumption of reinsurance. Claim expenses for assumed reinsurance policies are
recognized upon notification that claim payments are due. At balance sheet date,
adjustments are made based on past experience.
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Foreign currency Transactions

Non-derivative foreign currency transactions are recorded in New Taiwan dollars at the
rates of exchange in effect when the transactions occur. Exchange differences arising from
settlement of foreign-currency assets and liabilities are recognized in profit or loss. At the
balance sheet date, foreign-currency monetary assets and liabilities are retranslated using
prevailing exchange rates and the exchange differences are recognized in profit or loss.

At the balance sheet date, foreign currency nonmonetary assets and liabilities carried at
fair value are retranslated at the rates prevailing on the date when the fair value was
determined, with the exchange differences treated as follows:

a. Recognized in shareholders’ equity if the changes in fair value are recognized in
shareholders’ equity;

b. Recognized in profit and loss if the changes in fair value are recognized in profit or
loss.

Foreign-currency nonmonetary assets and liabilities that are carried at cost continue to
be stated at exchange rates at trade dates.

If the functional currency of an equity-method investee is a foreign currency, translation
adjustments will result from the translation of the investee’s financial statements into our
reporting currency. Such adjustments are accumulated and reported as a separate
component of shareholders’ equity.

Contingent Liabilities and Commitment

As of March 31, 2009, contingent liabilities and commitments included NT$110.6 billion
in trust liabilities, NT$61.5 billion in loan commitments and NT$18.1 billion in guarantees
issued. We anticipate that not all of the above commitments will be utilized before the
agreed-upon expiration or other termination clauses. The amount of unused commitments
therefore does not necessarily represent future funding requirements. For the three months
ended March 31, 2009, the majority of the credit commitments expired within one year.
Further, Shin Kong Life’s and Shin Kong Bank’'s guarantee agreements generally have
expiration periods of up to one year.

Recent Accounting Pronouncements
Accounting for loans and receivables

ROC SFAS No. 34, Financial Instruments: Recognition and Measurement, was
amended in December 2008 and would be effective for accounting period beginning on or
after January 1, 2011. The main change from the previous version is inclusive of originated
loans and receivables within the scope of SFAS No. 34, and the amended accounting
treatment for renegotiation of a financial liability.

In accordance with amended SFAS 34, originated loans and receivables have to be
measured at amortized cost and the related impairment will usually be assessed individually;
thus, general provision for loan loss, such as aging method of estimating bad debts, is no
longer permitted.
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Also, under the amended SFAS No. 34, a financial liability should be removed from the
balance sheet when, and only when, it is extinguished, that is, when the obligation specified
in the contract is either discharged, cancelled, or expired. Where there has been an
exchange between an existing borrower and lender of debt instruments with substantially
different terms, or there has been a substantial modification of the terms of an existing
financial liability, this transaction is accounted for as an extinguishment of the original
financial liability and the recognition of a new financial liability. A gain or loss from
extinguishment of the original financial liability is recognized in the income statement.

Accounting for insurance contracts

ROC SFAS No. 40, Insurance Contracts, which will be effective for accounting period
beginning on or after January 1, 2011, stipulates the financial reporting for insurance
contracts by any entity that issues such contracts. The main provisions of SFAS No. 40 on
the reporting for insurance contracts by the contract issuers are as follows:

] Insurers are exempted from applying the IASB Framework and certain existing
IFRSs;

° Catastrophe reserves and equalization provisions are prohibited;

o Requires a test for the adequacy of recognized insurance liabilities and an
impairment test for reinsurance assets;

° Insurance liabilities may not be offset against related reinsurance assets;
° Accounting policy changes are restricted; and

° New disclosures are required.

Operating Segments

SFAS No. 41, Operating Segments, which will be effective for accounting period
beginning on or after January 1, 2011, stipulates the new disclosure requirements for
operating segments and will replace SFAS No. 20 “Segment Reporting”, the existing
standard in this field.

Under SFAS No. 41, segment reporting must be based on the information used
internally by management to identify operating segments and to evaluate their performance.
Thus, it would align operating segmental reporting with segments reported to senior
management. The standard does not change the recognition or measurement of specific
transactions in the financial statements.
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Selected Consolidated Financial and Other Data Relating to Shin Kong FHC

The following table sets forth the summary consolidated financial and other data for
Shin Kong FHC as of and for the years ended December 31, 2006, 2007 and 2008 and as of
and for the three months ended March 31, 2008 and 2009.

As of and for the Year As of and for the Three Months Ended
Ended December 31, March 31,
2006 2007 2008 2008 2008 2009 2009

(in millions, except per share data and percentages)

Income statement

data:
Interest income ... NT$ 46,706 NT$ 51,045 NT$ 53,691 US$ 1,585 NT$ 13,284 NT$ 12,287 US$ 363
Interest expense .. (4,996) (6,154) (7,578) (224) (1,788) (1,295) (38)
Net interest

income ........ 41,710 44,891 46,113 1,361 11,496 10,992 325
Premium

income ........ 149,421 150,284 152,323 4,497 31,664 41,227 1,217
Incomes on

insurance

products —

separate

account........ 42,254 107,465 145,493 4,296 45,377 19,990 590
Insurance

payments . ..... (66,731) (90,528) (94,758) (2,798) (18,259) (14,863) (439)
Disbursements on

insurance

products —

separate

account........ (42,254) (107,465) (145,493) (4,296) (45,377) (19,990) (590)
Processing fee and

commission

income ........ 4,386 5,400 9,064 268 3,022 1,249 37
Processing fee and

commission

expense ....... (7,868) (8,743) (5,892) (174) (1,829) (1,322) (39)
Total net income

and gains ...... 137,619 107,254 86,403 2,551 17,673 40,380 1,192
Bad debt

expenses . ..... (11,094) (1,914) (1,756) (52) (580) (646) (19)
(Provision of)

recovered

insurance

reserve ........ (99,303) (76,836) (87,685) (2,589) (19,671) (34,759) (1,026)
Total operating

expenses . ..... (22,782) (23,551) (24,599) (726) (6,889) (5,288) (156)
Continuing

operations’

income (loss)

before tax ... ... 4,440 4,953 (27,637) (816) (9,467) (313) 9)
Consolidated net

income (loss) . .. 6,045 5,086 (22,228) (656) (6,847) (498) (15)
Basic EPS

(before tax) .. .. 1.1 0.93 (4.84) (0.14) (1.81) (0.08) (0.002)
Basic EPS (after

tax) ........... 1.21 0.96 (3.80) (0.11) (1.30) (0.10) (0.003)
Diluted EPS

(before tax) .. .. 0.92 0.87 — — — — —
Diluted EPS (after

tax) ........... 1.09 0.89 — — — — —
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Results of Operations of Shin Kong FHC

Three months Ended March 31, 2009 Compared with Three months Ended
March 31, 2008

Operating Income

Net Interest income. Net Interest income decreased by 4.4% to NT$10,992.0 million in
the three months ended March 31, 2009 from NT$11,495.5 million in the three months ended
March 31, 2008. This decrease was primarily due to a decrease in net interest margin.

Premium income. Premium income increased by 30.2% to NT$41,227.1 million in the
three months ended March 31, 2009 from NT$31,664.4 million in the three months ended
March 31, 2008. This increase was primarily due to an increase in sales of endowment
products and health insurance products, partially offset by a decrease in sales of annuity
products.

Claims recovered from reinsurers. Claims recovered from reinsurers decreased by
25.5% to NT$201.5 million in the three months ended March 31, 2009 from NT$270.3 million
in the three months ended March 31, 2008. This decrease was primarily due to a shift in
demand for certain health insurance products with less insured amounts and a
correspondingly smaller reinsured component.

Incomes on insurance products — separate account. Incomes on insurance products —
separate account decreased by 55.9% to NT$19,989.8 million in the three months ended
March 31, 2009 from NT$45,377.3 million in the three months ended March 31, 2008. This
decrease was due to a decrease in the sales of investment-linked products.

Reinsurance expenses. Reinsurance expenses decreased by 3.2% to NT$512.7 million
in the three months ended March 31, 2009 from NT$529.9 million in the three months ended
March 31, 2008. This decrease was primarily due to a shift in demand for certain health
insurance products with less insured amounts and a correspondingly smaller reinsured
component.

Acquisition expenses. Acquisition expenses consist of background investigation and
credit checking expenses relating to customers. Acquisition expenses decreased by 2.3% to
NT$17.3 million in the three months ended March 31, 2009 from NT$17.7 million in the three
months ended March 31, 2008, primarily due to a decrease in the number of the insured that
we required to take physical examinations.

Insurance payments. Insurance payments decreased by 18.6% to NT$14,863.2 million
in the three months ended March 31, 2009 from NT$18,259.4 million in the three months
ended March 31, 2008, primarily due to a greater number of Shin Kong Life’s term-life
insurance products maturing in the three months ended March 31, 2008 as compared to the
same period in 2009.

Disbursements to industry stability fund. Disbursements to industry stability fund
increased by 34.2% to NT$41.2 million in the three months ended March 31, 2009 from
NT$30.7 million in the three months ended March 31, 2008, primarily due to an increase in
premium income.

Disbursements on insurance products — separate account. Disbursements on
insurance products — separate account decreased by 55.9% to NT$19,989.8 million in the
three months ended March 31, 2009 from NT$45,377.3 million in the three months ended
March 31, 2008. The decrease corresponds to the change in separate account incomes.
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Processing fee and commission income. Processing fees and commission income
decreased by 58.7% to NT$1,249.2 million in the three months ended March 31, 2009 from
NT$3,021.5 million in the three months ended March 31, 2008, primarily due to a decrease
in sales of investment-linked products.

Processing fee and commission expense. Processing fees and commission expense
decreased by 27.7% to NT$1,322.1 million in the three months ended March 31, 2009 from
NT$1,828.6 million in the three months ended March 31, 2008, primarily due to a decrease
in sales of investment-linked products.

Valuation gain on financial assets and liabilities at fair value through profit or loss.
Valuation gain on financial assets and liabilities at fair value through profit or loss decreased
by 78.1% to NT$2,236.8 million in the three months ended March 31, 2009 from
NT$10,223.6 million in the three months ended March 31, 2008. The decrease was primarily
due to a decrease in valuation gain on foreign exchange contracts, which in turn was mainly
due to the appreciation of the NT dollar against the U.S. dollar in the first quarter of 2008.

Investment (loss) income recognized under equity method. We recognized investment
income under equity method of NT$0.4 million in the three months ended March 31, 2009
and investment loss under equity method of NT$0.4 million in the three months ended
March 31, 2008 based on the gains and losses of our investees.

Gain on real estate investments. Gain on real estate investments decreased by 2.4% to
NT$700.0 million in the three months ended March 31, 2009 from NT$717.1 million in the
three months ended March 31, 2008.

Exchange gains (losses). We recognized exchange gains of NT$11,119.3 million in the
three months ended March 31, 2009 and exchange losses of NT$21,039.2 million in the
three months ended March 31, 2008 because the NT dollar appreciated significantly against
the U.S. dollar in the first quarter of 2008.

Impairment loss. Impairment loss decreased by 97.1% to NT$93.4 million in the three
months ended March 31, 2009 from NT$3,275.2 million in the three months ended March 31,
2008, primarily due to the recognition by Shin Kong Life of impairment losses for its
investments in CDOs and CBOs in the three months ended March 31, 2008.

Gains (losses) for market decline on collateral assumed. We recognized gain for market
decline on collateral assumed of NT$27.9 million in the three months ended March 31, 2009
and loss for market decline on collateral assumed of NT$40.8 million in the three months
ended March 31, 2008. We had a greater amount of collateral retained for more than four
years for which we were required to recognize market decline in the three months ended
March 31, 2008 than in the same period in 2009. In addition, we disposed of more collateral
in the three months ended March 31, 2009 than in the same period in 2008.

Gains (losses) on investments. We recognized loss on disposal of investments of
NT$10,824.4 million in the three months ended March 31, 2009 and gain on disposal of
investments of NT$4,606.0 million in the three months ended March 31, 2008, because we
recognized losses from equity, bond and derivative transactions in the first quarter of 2009
and gains from such transactions in the same period in 2008.
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Operating Costs and Losses

Bad debt expenses. Bad debt expenses increased by 11.3% to NT$645.8 million in the
three months ended March 31, 2009 from NT$580.0 million in the three months ended
March 31, 2008. This increase in bad debt expenses was primarily due to an increase in
non-performing loans from Shin Kong Bank.

Provision of insurance reserve. Provision of insurance reserve increased by 76.7% to
NT$34,758.9 million in the three months ended March 31, 2009 from NT$19,671.2 million in
the three months ended March 31, 2008. The increase was primarily attributable to an
increase in premium income.

Operating Expenses

Operating expenses decreased by 23.2% to NT$5,288.1 million in the three months
ended March 31, 2009 from NT$6,888.8 million in the three months ended March 31, 2008.
The decrease was primarily due to a decrease in salaries and associated benefits paid to
employees and agents.

Loss Before Taxes

As a result of the foregoing, loss before income taxes decreased by 96.7% to
NT$313.2 million in the three months ended March 31, 2009 from NT$9,467.5 million in the
three months ended March 31, 2008.

Income Tax Benefit (Expense)

We recognized an income tax expense of NT$184.9 million in the three months ended
March 31, 2009 and an income tax benefit of NT$2,620.3 million in the three months ended
March 31, 2008.

Net Loss

As a result of the foregoing, net loss decreased by 92.7% to NT$498.1 million in the
three months ended March 31, 2009 from NT$6,847.2 million in the three months ended
March 31, 2008.

Year Ended December 31, 2008 Compared with Year Ended December 31, 2007

Operating Income

Net Interest income. Net Interest income increased by 2.7% to NT$46,112.8 million in
2008 from NT$44,891.3 million in 2007, primarily due to an increase in our investment amount.

Premium income. Premium income increased by 1.4% to NT$152,322.8 million in 2008
from NT$150,283.9 million in 2007.

Claims recovered from reinsurers. Claims recovered from reinsurers increased by
11.4% to NT$1,267.8 million in 2008 from NT$1,138.0 million in 2007. The increase was
primarily attributable to changes in an accounting treatment of claims recovered from
reinsurers from a cash basis to an accrual basis.
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Incomes on insurance products — separate account. Incomes on insurance products —
separate account increased by 35.4% to NT$145,493.2 million in 2008 from NT$107,464.8
million in 2007, primarily due to an increase in sales of investment-linked products.

Reinsurance expenses. Reinsurance expenses decreased by 2.2% to NT$2,694.8
million in 2008 from NT$2,756.4 million in 2007. The decrease was primarily due to changes
in an accounting treatment of reinsurance expenses from a cash basis to an accrual basis.

Acquisition expenses. Acquisition expenses decreased by 10.1% to NT$73.8 million in
2008 from NT$82.1 million in 2007, primarily due to a decrease in the number of the insured
that we required to take physical examinations.

Insurance payments. Insurance payments increased by 4.7% to NT$94,758.2 million in
2008 from NT$90,528.2 million in 2007, primarily because more of Shin Kong Life’s term-life
insurance products matured in 2008 as compared to 2007.

Disbursements to industry stability fund. Disbursements to industry stability fund
increased by 0.5% to NT$151.2 million in 2008 from NT$150.5 million in 2007, primarily due
to an increase in premium income.

Disbursements on insurance products — separate account. Disbursements on
insurance products — separate account increased by 35.4% to NT$145,493.2 million in 2008
from NT$107,464.8 million in 2007. The increase corresponds to the change in separate
account incomes.

Processing fees and commission income. Processing fees and commission income
increased by 67.9% to NT$9,064.3 million in 2008 from NT$5,400.0 million in 2007, primarily
due to an increase in the sales of investment-linked products and an increase in brokerage
fees from MasterLink because we consolidated MasterLink’s financial statements from
December 11, 2007.

Processing fees and commission expense. Processing fees and commission expense
decreased by 32.6% to NT$5,892.4 million in 2008 from NT$8,742.8 million in 2007,
primarily due to a decrease in commission expense to sales agent as a result of a change in
our investment-linked product mix.

Valuation loss on financial assets and liabilities at fair value through profit or loss.
Valuation loss on financial assets and liabilities at fair value through profit or loss increased
by 835.8% to NT$14,529.5 million in 2008 from NT$1,552.6 million in 2007. The increase
was primarily due to an increase in valuation loss on foreign exchange contracts, which in
turn was mainly due to more significant fluctuations of the NT dollars against the U.S. dollars
in 2008 as compared to 2007.

Investment income (loss) recognized under equity method. We recognized investment
loss under equity method of NT$14.9 million in 2008 and investment income under equity
method of NT$85.2 million in 2007 based on the gains and losses of our investees.

Gain on real estate investments. Gain on real estate investments increased by 89.4% to
NT$5,737.5 million in 2008 from NT$3,029.4 million in 2007. This increase was primarily due
to an increase in proceeds from disposals of our real estate investments.

Exchange (losses) gains. We recognized exchange losses of NT$1,431.6 million in
2008 and exchange gains of NT$643.0 million in 2007 because the exchange rate of NT
dollars against the U.S. dollars fluctuated more significantly in 2008 as compared to 2007.
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Impairment loss. Impairment loss increased by 0.6% to NT$7,125.7 million in 2008 from
NT$7,081.9 million in 2007, primarily due to downgrades of some of our financial assets.

Gain for market decline on collateral assumed. Gain for market decline on collateral
assumed decreased by 77.0% to NT$62.8 million in 2008 from NT$273.0 million in 2007. We
had more collaterals retained for more than four years for which we were required to
recognize market decline in 2008 than in 2007. In addition, we disposed of more collaterals
in 2007 than in 2008.

Gain (loss) on investments. We recognized loss on investments of NT$4,091.2 million in
2008 and gain on investments of NT$6,807.2 million in 2007, primarily because Shin Kong
Life recognized more losses from its investments in CBOs and CDOs in 2008.

Operating Costs and Losses

Bad debt expense. Bad debt expense decreased by 8.2% to NT$1,756.2 million in 2008
from NT$1,913.6 million in 2007, primarily due to an improvement in our asset quality.

Provision of insurance reserve. Provision of insurance reserve increased by 14.1% to
NT$87,684.7 million in 2008 from NT$76,835.7 million in 2007. The increase was primarily
attributable to an increase in provision of premium reserve, which in turn was mainly due to
an increase in premium income.

Operating Expenses

Operating expenses increased by 4.4% to NT$24,598.9 million in 2008 from
NT$23,550.9 million in 2007, because we consolidated MasterLink’s financial statements
from December 11, 2007.

Income (Loss) Before Taxes

As a result of the foregoing, we recognized loss before income taxes of NT$27,636.7
million in 2008 and income before income tax of NT$4,953.3 million in 2007.

Income Tax Benefit

Income tax benefit increased by 3,978.8% to NT$5,408.5 million in 2008 from NT$132.6
million in 2007. Income tax benefit increased due to an increase in deferred income tax
asset.

Net Income (Loss)

As a result of the foregoing, we incurred net loss of NT$22,228.2 million in 2008 and
net income of NT$5,086.0 million in 2007.

Year Ended December 31, 2007 Compared with Year Ended December 31, 2006

Operating Income

Net Interest income. Net Interest income increased by 7.6% to NT$44,891.3 million in
2007 from NT$41,710.2 million in 2006, primarily due to an increase in interest income from

fixed-income investments by Shin Kong Life.
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Premium income. Premium income increased by 0.6% to NT$150,283.9 million in 2007
from NT$149,421.3 million in 2006.

Claims recovered from reinsurers. Claims recovered from reinsurers decreased by
16.2% to NT$1,138.0 million in 2007 from NT$1,358.7 million in 2006. Claim recovered from
reinsurers corresponds to payment of benefits by Shin Kong Life under Shin Kong Life’s
policies. The decrease in claim recovered from reinsurers was primarily a result of the
decrease in insurance payments in 2007 compared to 2006.

Incomes on insurance products — separate account. Incomes on insurance products —
separate account increased by 154.3% to NT$107,464.8 million in 2007 from NT$42,254.3
million in 2006, primarily due to an increase in the sale of investment-linked products in 2007
versus 2006.

Reinsurance expenses. Reinsurance expenses decreased by 21.4% to NT$2,756.4
million in 2007 from NT$3,505.3 million in 2006, primarily due to a shift in demand for certain
health insurance products with less insured amounts and a correspondingly smaller
reinsured component.

Acquisition expenses. Acquisition expenses decreased by 10.8% to NT$82.1 million in
2007 from NT$92.0 million in 2006, primarily due to a decrease in the number of the insured
that we required to take physical examinations.

Insurance payments. Insurance payments decreased by 35.7% to NT$90,528.2 million
in 2007 from NT$66,731.3 million in 2006, primarily because more of Shin Kong Life’s term-
life insurance products matured in 2007 as compared to 2006.

Disbursements to industry stability fund. Disbursements to industry stability fund
increased by 0.7% to NT$150.5 million in 2007 from NT$149.4 million in 2006, primarily due
to an increase in premium income.

Disbursements on insurance products — separate account. Disbursements on
insurance products — separate account increased by 154.3% to NT$107,464.8 million in
2007 from NT$42,254.3 million in 2006. This increase corresponds to the change in separate
account incomes.

Processing fees and commission income. Processing fees and commission income
increased by 23.1% to NT$5,400.0 million in 2007 from NT$4,386.1 million in 2006. This
increase was primarily due to an increase in the sales of investment-linked products and
wealth management services.

Processing fees and commission expense. Processing fees and commission expense
increased by 11.1% to NT$8,742.8 million in 2007 from NT$7,868.4 million in 2006. This
increase was primarily due to an increase in the sales of investment-linked products.

Valuation loss on financial assets and liabilities at fair value through profit or loss.
Valuation loss on financial assets and liabilities at fair value through profit or loss decreased
by 31.3% to NT$1,552.6 million in 2007 from NT$2,259.7 million in 2006. The decrease was
primarily due to a decrease in valuation loss on foreign exchange contracts, which in turn
was mainly due to more significant fluctuations of the NT dollars against the U.S. dollars in
2006 as compared to 2007.
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Investment income recognized under equity method increased by 116.8% to NT$85.2
million in 2007 from NT$39.3 million in 2006, primarily due to an increase in gains of our
investees.

Gain on real estate investments. Gain on real estate investments decreased by 41.8%
to NT$3,029.4 million in 2007 from NT$5,206.5 million in 2006, primarily because Shin Kong
Life recognized more gains from disposal of interests in buildings through real estate
investment trusts in 2006 than through commercial mortgage backed securities in 2007.

Exchange gains (losses). We recognized exchange gains of NT$643.0 million in 2007
and exchange losses of NT$1,230.0 million in 2006 because the exchange rate of NT dollars
against the U.S. dollars fluctuated more significantly in 2006 as compared to 2007.

Impairment loss. Impairment loss increased by 591.3% to NT$7,081.9 million in 2007
from NT$1,024.5 million in 2006, primarily because Shin Kong Life recognized impairment
losses for its investments in CDOs and CBOs in 2007 and Shin Kong Life and Shin Kong
Bank recognized impairment losses in 2007 for their investments in Cosmos Bank’s bonds.

Gains (losses) for market decline on collateral assumed. We recognized gains for
market decline on collateral assumed of NT$273.0 million in 2007 and losses for market
decline on collateral assumed of NT$1,070.0 million in 2006. We had more collaterals
retained for more than four years for which we were required to recognize market decline in
2006 than in 2007. In addition, we disposed of more collaterals in 2007 than in 2006.

Gain on investments. Gain on investments decreased by 56.8% to NT$6,807.2 million in
2007 from NT$15,765.0 million in 2006, mainly because we recognized losses from
derivative transactions in 2007 and gains from derivative transactions in 2006.

Operating Costs and Losses

Bad debt expenses. Bad debt expenses decreased by 82.8% to NT$1,913.6 million in
2007 from NT$11,094.1 million in 2006, primarily due to an improvement in asset quality as
Shin Kong Bank recognized significant write-offs to its credit card loans in 2006.

Provision of insurance reserve. Provision of insurance reserve decreased by 22.6% to
NT$76,835.7 million in 2007 from NT$99,303.2 million in 2006. The decrease was primarily
attributable to an increase in recovered premium reserve, primarily because more of Shin
Kong Life’s insurance products matured in 2007 as compared to 2006.

Operating Expenses

Operating expenses increased by 3.4% to NT$23,550.9 million in 2007 from
NT$22,781.6 million in 2006, because we consolidated MasterLink’s financial statements
from December 11, 2007 and salaries and associated benefits paid to Shin Kong Life’s
agents increased from 2006 to 2007.

Income Before Tax

As a result of the foregoing, income before tax increased by 11.6% to NT$4,953.3
million in 2007 from NT$4,440.0 million in 20086.

85



Income Tax Benefit

Income tax benefit decreased by 80.3% to NT$132.6 million in 2007 from
NT$672.1 million in 2006 as Shin Kong Bank recognized income tax expense in 2006.

Net Income

As a result of the foregoing, net income decreased by 15.9% to NT$5,086.0 million in
2007 from NT$6,044.6 million in 2006.

Shin Kong Life
Overview

Shin Kong Life is Taiwan’s third largest insurance company in terms of first-year
premium income generated in 2008. Shin Kong Life has approximately three million life
insurance customers. Drawing upon more than 40 years of history in the life insurance
industry, Shin Kong Life is widely recognized in Taiwan as a well capitalized, stable and
reliable provider of insurance products. It offers a broad range of insurance products,
including individual and group life insurance, health and accident insurance, annuity
insurance and investment-linked products. It had approximately 5.9 million individual life
insurance policies in force as of March 31, 2009.

Revenues of Shin Kong Life are principally derived from two sources:

° Income from Insurance Operations. Shin Kong Life generates insurance premiums,
or premium income, from the sale of life insurance policies and annuity contracts.
These include whole and term-life policies, accident and health insurance policies,
and various forms of investment-linked products. It also generates insurance
income upon the expiration of a policy or when benefits under a contract are paid
to the policyholder, and in such a case, the reserves set aside with respect to that
policy or contract are credited to the income statement under the line item
“Recovered premium and liability reserves”. Income from insurance operations
comprised 78.3% and 73.7%, respectively, of Shin Kong Life’s total revenues in
2008 and for the three months ended March 31, 2009.

° Investment Income. Shin Kong Life earns investment income and realizes
investment gains on the assets generated from its insurance operations.
Investment income and realized investment gains comprised 21.7% and 26.3%,
respectively, of its total revenues in 2008 and for the three months ended
March 31, 2009.

Shin Kong Life’s operating expenses primarily consist of the following:

° Establishing liability reserves and other reserves required by ROC regulations.

° Insurance benefits provided to policyholders, accident and health benefits and
claim adjustment expenses.

° Underwriting expenses and reinsurance costs.
° Administrative and other ongoing expenses.
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Shin Kong Life’s profitability is determined by a number of factors, including:

° Its ability to assess and manage risks associated with its insurance and annuity
products, and price these products accordingly.

o Its ability to achieve mortality, morbidity and expense gains within the statutory
limitations to which it is subject.

° Its success at minimizing the administrative costs associated with insurance
contracts and providing customer service.

° Its success at maintaining or improving the spread between the rate earned on
investments and the rate paid on policyholder accounts.

o The amount of assets under management and its ability to maximize the returns
earned on such investments.

° Its ability to manage liquidity and credit risk associated with invested assets and to
manage duration risk in its asset and policy portfolios through asset-liability policy.

The following table sets forth selected income statement data derived from Shin Kong
Life’s financial statements.

Consolidated Unconsolidated
Three Months Ended
Year Ended December 31, March 31,
2006 2007 2008 2008 2009

(NT$ in millions)
Income statement data

Operatingincome ......................... 305,448 388,951 439,648 118,297 99,034
Operatingcosts .......... ..., (278,894) (366,296) (445,007) (121,051) (96,764)
Gross operating income (loss) ............... 26,554 22,655 (5,359) (2,754) 2,270
Operatingexpenses .................c...... (15,895) (15,870) (15,004) (4,438) (3,099)
Operating income (loss) .................... 10,659 6,785 (20,363) (7,191) (829)
Netincome (Ioss) ............. ... ... ..., 11,784 2,428 (19,743) (7,603) (1,031)

Factors Affecting Shin Kong Life’s Results of Operations
Premium income

Premium income forms the core of Shin Kong Life’s revenue. Historically, life insurance,
including whole-life and term-life insurance, and endowment products have accounted for
the majority of Shin Kong Life’s premium income. In addition, Shin Kong Life also offers
investment-linked products. Its investment-linked products include variable annuity products,
variable universal life insurance products and principal-protected variable life insurance
products.
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For the periods on an unconsolidated basis indicated in the following table, Shin Kong
Life’s premium income was derived from the products shown:

Three Months
Year Ended December 31, Ended March 31,

2006 2007 2008 2008 2009
(NT$ in millions)

Premiums and Product Mix("
Premium Income:

First-year premiums . . ... ... . 65,871 98,764 89,794 32,106 17,689
Renewal premiums .......... .. . ... 115,598 117,138 112,112 25,809 24,521
Total premiumincome .............. ... .. .. .. ... .. ... ... 181,469 215,902 201,906 57,915 42,210
In-Force Business:
Number of policies (individual life) ........................ 5,664,524 5,835,220 5,931,044 5,880,828 5,913,369
First-Year Premiums by Product:
Endowment . ... . .. ... 10,718 8,711 9,918 1,320 12,910
Wholelife ....... .. 1,422 1,805 2,005 561 252
Termlife ... . o 516 456 332 81 84
Variable universal life ............... ... ... ... ... ..... 31,068 60,034 1,990 2,382 (372)
Principal-protected variable . ........... ... ... ... ... . ... 9,008 8,677 42,920 23,396 1)
Participating . ........ ... 510 465 365 90 132
Interest-sensitive annuities . ........... . ... ... .. ... ... ... 9,450 16,011 27,465 3,775 3,154
Fixed annuities .. ... ... . 33 9 7 3 2
Accidentinsurance .............. ... 1,604 1,332 1,320 265 207
Healthinsurance ............ ... .. .. .. ... . .. 1,542 1,264 3,472 233 1,320
Sub-total ........ ... ... 65,871 98,764 89,794 32,106 17,688
Renewal Premiums by Product:
Endowment . ... ... 65,847 60,433 56,643 12,124 11,741
Wholelife ... ... 24,195 23,686 23,069 5,564 5,707
Termlife ... . 370 377 380 90 92
Variable universal life ............ ... ... ... ... ... ..... 5,397 11,780 10,595 2,979 1,894
Principal-protected variable ........... .. .. .. .. ... ... .. — — — — —
Participating . ........ ... . 684 1,097 1,294 255 286
Interest-sensitive annuities . ......... ... o oL 8 10 7 3 3
Fixed annuities .......... ... ... . . .. — — — — —
Accidentinsurance ........... ... 7,549 7,414 7,341 1,656 1,631
Healthinsurance .......... ... ... ... . ... . ... 11,548 12,341 12,783 3,138 3,168
Sub-total ....... ... ... . . 115,598 117,138 112,112 25,809 24,522
Total Premiums by Product:
Endowment . ....... . ... 76,565 69,144 66,561 13,444 24,651
Whole life . ... ... 25,617 25,491 25,074 6,125 5,959
Termlife ... 886 833 712 171 176
Variable universal life .......... ... .. ... ... ... ... .... 36,465 71,814 12,585 5,361 1,522
Principal-protected variable ........... ... .. .. .. .. ... ... 9,008 8,677 42,920 23,396 (1
Participating . ... ... .. 1,194 1,562 1,659 345 418
Interest-sensitive annuities . ......... .. oL 9,458 16,021 27,472 3,778 3,157
Fixed annuities .. ......... ... .. . 33 9 7 3 2
Accidentinsurance ............. .. 9,153 8,746 8,661 1,921 1,838
Healthinsurance .......... ... ... ... . . ... .. . . ... 13,090 13,605 16,255 3,371 4,488
Total ... .. 181,469 215,902 201,906 57,915 42,210
Reinsurance premiumreceived .......... .. .. .. .. ... 315 278 281 95 24
Income from investment-linked products .. ..................... (32,363) (65,869) (49,840) (26,343) (1,004)
Net premium income® . ... ... ... ... ... ... ... ... ... ... 149,421 150,311 152,347 31,667 41,230
Notes:

(1)  The FSC requires income from investment-linked products to be separated from premium income in the financial
statements of life insurance companies. For purposes of presentation in this table, total premium income includes income
from investment-linked products.

(2)  We arrive at net premium income by adding reinsurance premium received and deducting income from investment-linked
products.
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Factors that affect the amount of Shin Kong Life’s insurance premium income include:

° market interest rate levels and the attractiveness of Shin Kong Life’s products
relative to financial products offered by other companies;

° introduction of new products to its product portfolio;

° the number of experienced sales agents, as well as the efficiency and productivity
of these agents;

° the overall improvement in living standards in Taiwan; and
o the general economic environment.

In calculating the premiums to be charged, Shin Kong Life attempts to project its
expenses associated with creating and administering each policy. These expenses include
commissions it pays to agents and the home office expenses incurred to underwrite, issue
and service the policy. These expenses, however, could exceed the amounts projected if
inflation is higher than was assumed during pricing, if the complexity of administering the
product is greater than was expected or if Shin Kong Life does not adequately control
expenses. In recent years, the economies of scale that Shin Kong Life enjoys and the
restructuring of its agent compensation system have contributed to a reduction of expenses
as a percentage of premiums received. Shin Kong Life had expenses as percentages of
premiums received of 20.8%, 18.1%, 15.8% and 15.9%, respectively, for 2006, 2007, 2008
and the three months ended March 31, 2009, which we believe are among the lowest
expense ratios in the industry in Taiwan. Shin Kong Life intends to further enhance its
efficiency through integrating its existing operations and periodically reviewing its
performance-linked commission structure. In addition, we believe that operating within a
financial holding company structure will enable Shin Kong Life to further implement its cost-
saving initiatives.

Investment-linked Products

Shin Kong Life also offers several investment-linked products, such as interest sensitive
annuities, variable universal life insurance products and principal-protected variable life
insurance products. Sales of these products have contributed significantly to the growth in
premium income. Sales of investment-linked products fluctuate with financial market
performances. For example, first-year premium income we receive from the sales of
investment-linked insurance products decreased significantly in the first quarter of 2009
because of the volatile global economic turmoil. Shin Kong Life plans to continue monitoring
market trends and consumer preferences closely in order to develop new investment-linked
products and adapt our existing products that better suit the needs of our customers,
increase our product penetration, and generate revenue growth.

Investment-linked products do not expose Shin Kong Life to market risk, as that risk is
assumed by customers. However, as investment-linked products generally do not allow Shin
Kong Life to retain profits earned on the underlying capital, they tend to be less profitable
than long-term traditional products.
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Shin Kong Life accounts for the payments received in connection with the sale of
investment-linked products differently than the manner in which it accounts for the payments
received in connection with the sale of traditional whole and term-life insurance policies.
Specifically, it records these payments under the line item “separate account revenue” to
facilitate payment of investment returns to the customers who purchase investment-linked
products. The commission and processing fees earned on premiums from investment-linked
products are accounted for on the income statement under the line item “processing fee
income.”

Investment Income

The income earned on Shin Kong Life’s investment of the funds that it receives from
policyholders is an important component of its total revenues. However, Shin Kong Life’s
investment income is subject to many market risks, such as movements in interest rates,
exchange rates and trading prices of equity securities. For example, during the second half
of 2007 and continuing through 2008 and 2009, the credit markets and sub-prime residential
mortgage market in the United States experienced substantial deterioration, liquidity
disruptions, and market corrections that in turn have affected the worldwide financial
markets. Market uncertainty in the U.S. sub-prime mortgage sector increased dramatically
and further expanded to other markets, such as those for leveraged finance, CDOs, and
other structured products. As a result, Shin Kong Life has recorded cumulative losses that
represent 21.6% of the book value of its CDO portfolio from January 1, 2008 to March 31,
2009.

Further, as an insurance company, Shin Kong Life is restricted by ROC laws and
regulations in the types of assets in which it may invest using funds provided by
policyholders. Historically, Shin Kong Life’s principal investments have consisted of real
estate assets, secured loans, fixed income securities, and to a limited extent, equity
securities. Shin Kong Life is also strictly limited in the amount of overseas investments that it
may make using funds provided by policyholders. Currently, the Insurance Bureau permits
Shin Kong Life to invest 40% of its investment funds in foreign currency denominated assets.
As a result, Shin Kong Life is able to increase the average returns on its investments by
investing in bonds issued by certain foreign governments and corporations that pay a higher
rate of return than is paid by most Taiwanese debt issuers.

Interest Rates

For the majority of long-term life insurance and annuity products in force, Shin Kong
Life is obligated to pay a fixed rate of interest or return to its policyholders. As a result,
changes in interest rates may cause the rate that Shin Kong Life is able to earn on its
investments to be less than the amounts that it is required to pay on the policies. We refer to
the difference between the rate of return on investments and the rate at which policies are
paid as “spread.”

Market interest rates in Taiwan have decreased since the second half of 2008, and the
relatively low interest rates during these periods have resulted in a negative spread on a
significant number of Shin Kong Life’s policies. We calculate the premiums charged for Shin
Kong Life’s policies using mortality and morbidity rates and administration expense
estimates that we believe are conservative and stable. As a result, our experience has been
that actual mortality, morbidity and expense rates have been lower than the estimated
amounts, which has allowed Shin Kong Life to be profitable despite the negative spread.
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However, we cannot be sure that our lower mortality, morbidity and expense rates will
continue to be sufficiently low to offset the losses caused by negative spread. If they are not,
Shin Kong Life’s profitability will be adversely affected.

Reserve Requirements

Shin Kong Life is required under the ROC Insurance Law to set aside prescribed
amounts of reserves at the end of each fiscal year for its insurance business. Pursuant to
the guidelines promulgated by the FSC, Shin Kong Life sets aside the following reserves:

° Liability Reserve. Liability reserve is calculated in accordance with the Guidelines
Governing Various Reserves of the Insurance Industry (the “Guidelines”), based
on the interest rate under relevant insurance policies and the statutory mortality
table approved by the FSC.

° Unearned Premium Reserve. Unearned premium reserve generally contains the
portion of premium for insurance with a policy term of one year or less for which
provision has not yet been made. According to the Guidelines, unearned premium
reserve is determined by multiplying total written premium income for each policy
by a prescribed rate.

° Special Reserve. Special reserve for health and term life and group accident
insurance policies with a term of one year or less must be provided for in an
amount equal to 3% of total retained premiums in the current year plus 15% of the
excess of the expected loss over actual loss. Special reserve for individual
accident insurance policies with a term of one year or less must be provided for in
an amount equal to 1% of total retained premiums in the current year plus 15% of
the excess of the expected loss over the actual loss. Special reserve can be offset
against the excess of the actual loss over the expected loss. If the special reserve
is greater than 15% of the excess of the expected loss over the actual loss, such
accumulated special reserve in excess of 30% of retained earned premiums must
be offset against other income.

° Claim Reserve. Claim reserve includes reserves provided for with respect to
(1) incurred but not reported claims, and (2) reported but not approved claims. For
incurred but not reported claims, the required reserve for insurance policies with a
term of one year or less must be 1% of written premiums in the current year. For
reported but not approved claims, the required reserve is calculated on a per
policy claims reported basis.

° Insufficient Premium Reserve. New life insurance, health insurance and annuity
policies written since January 1, 2001, with terms exceeding one year and with
premiums lower than the corresponding liability reserves, are subject to special
reserves for insufficient premiums. Aside from the liability reserves required by
regulations, the amount by which the premium falls short of the liability reserve is
provided as reserve for insufficient premiums.

The amount set aside as reserve in each of these categories must be certified by a
valuation actuary approved by the FSC. Shin Kong Life’s liability reserve, the largest of the
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five reserve categories set forth above, is based on actuarial assumptions that it establishes
and maintains throughout the lives of the policies issued. These include assumptions
regarding interest rates, mortality rates and morbidity rates. Assumptions regarding mortality
rates must be based on mortality tables prescribed by the FSC. These tables provide
expected mortality rates for the insured population broken down by gender and age. The
mortality rates of various categories of insured persons are determined using conservative
assumptions. The FSC revises the statutory mortality rates tables periodically, and the most
recent revision became effective on January 1, 2004.

Shin Kong Life has historically achieved significant mortality gains based on the
differences between the statutory mortality rates and Shin Kong Life’s actual claims
experience. We believe that Shin Kong Life has achieved these gains as a result of its
underwriting process, which is designed to minimize mortality risks. The following chart
shows the actual mortality rate for Shin Kong Life’s individual insurance policies for the
periods indicated:

Three months

Ended
Year Ended December 31, March 31,
Actual Mortality Rate 2006 2007 2008 2009
Actual Mortality Rate Based on Policy in-Force ............... 62.3% 62.1% 62.2% 59.7%
Actual Mortality Rate Based on Policy in-Force inclusive of
mortality dividends™ . ... ... ... .. 76.9% 76.9% 77.3% 75.0%
Note:

(1)  The mortality dividends are calculated based on the differences between actual claim experiences and the mortality rates
set forth in the mortality tables prescribed by the FSC in 1989.

The table below sets forth the reserve account of Shin Kong Life and the changes to the
account resulting from the provisions and recoveries described above for the period from
January 1, 2006 through March 31, 2009. The reserve account increased as a result of the
increase in insurance in force throughout these periods, causing all elements of the reserve
account to increase to support such growth.

As of
As of December 31, March 31,
Reserve Breakout Table 2006 2007 2008 2009
(NT$ in millions, unless otherwise noted)
Reserves at Beginning of Period . .................. 872,540 971,843 1,048,679 1,136,364
Plus Provision for:
PremiumReserve ........... ... . ............ 150,893 153,503 169,202 45,558
SpecialReserve . ............ ... ... .. ... 582 301 244 160
ClaimReserve .............. ... 2,089 1,323 1,397 144
Insufficient Premium Reserve . . ................ — 44 — 78
Total Provision . .. .......................... 153,564 155,171 170,843 45,940
Less Recovered Reserves:
PremiumReserve ........... ... ... ... ... .... 52,953 76,493 81,212 10,923
Special Reserve . .......... .. ... . i 20 — 73 1
ClamReserve ........... ... ... 1,288 1,520 1,262 235
Insufficient Premium Reserve . . ................ — 322 611 22
Total Recoveries ............. ... .. ..., 54,261 78,335 83,158 11,181
Reserves atEndof Period . ...................... 971,843 1,048,679 1,136,364 1,171,123




Principal Components of Shin Kong Life’s Income Statement
Operating Income

Premium income. Premium income consists largely of income derived from new
policies, which we refer to as first-year premiums, and outstanding insurance policies, which
we refer to as renewal premiums.

Interest income. Some of the funds received from policyholders, which we refer to as
“policyholder funds,” are deposited in banks or invested in fixed-income instruments. Interest
income consists largely of interest earned from such deposits and investments.

Reinsurance commission income. To minimize the risks associated with policies that
provide for benefits in excess of Shin Kong Life’s predetermined limit, Shin Kong Life enters
into reinsurance contracts with third party reinsurance companies to cover all or a portion of
its liability under such policies. Reinsurance commission income is the commission received
from such third party reinsurance companies under the reinsurance contracts. Typically, the
amount of commission received equals a percentage of the reinsurance premium payable by
Shin Kong Life or a percentage of the profits earned by the reinsurer.

Claims recovered from reinsurers. In the event Shin Kong Life becomes liable under a
reinsured policy to pay claim benefits to the policyholder, Shin Kong Life is entitled to a
refund from the reinsurer under the relevant reinsurance contract. Reinsurance payment
refund is the amount of refunds that Shin Kong Life collects from its reinsurers.

Recovered premium and reserve. In underwriting each policy, Shin Kong Life is required
to set aside a liability reserve for such policy and, in some cases, an unearned premium
reserve as well. See “— Factors Affecting Shin Kong Life’s Results of Operations — Reserve
Requirements.” In the event a policy matures and the liability reserve previously set aside
exceed the benefits paid under the policy, the difference is recognized as recovered
premium and reserve.

Recovered special reserve. In underwriting a policy that falls within certain categories,
Shin Kong Life is required to set aside a special reserve for such policy. See “— Factors
Affecting Shin Kong Life’s Results of Operations — Reserve Requirements.” The
circumstances under which a special reserve is recovered would depend on the category to
which the policy belongs. For example, special reserve for a catastrophic insurance policy
may be recovered as income if it has been provisioned for more than 15 years.

Recovered claim reserve. Shin Kong Life is required to set aside a special reserve for
each policy to which it is exposed to an indemnity liability of indeterminate amount. See “—
Factors Affecting Shin Kong Life’s Results of Operations — Reserve Requirements.” Claim
reserve is recovered when the policy expires or the underlying claim is settled, as the case
may be.

Separate account incomes. Separate account incomes consist of revenues generated
from investment-linked products. Such revenue is recorded in an account separate from Shin
Kong Life’s other revenues because such revenue is paid to the policyholders of investment-
linked products. Separate account revenue is offset in the income statement on a one-to-one
basis under the line item “separate account expenses.”
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Gain on real estate investments. Gain on real estate investments primarily consists of
gain realized from the disposal of real estate properties (on a book value basis) and rental
income (net of maintenance costs and other expenses) generated by real estate properties.

Fee income. Fee income primarily consists of commissions and processing fees earned
on the sale of investment-linked products.

Operating Costs and Losses

Interest expense. Interest expense primarily consists of interest payments made to
policyholders. Generally, Shin Kong Life is obliged to pay interest to a policyholder if it fails
to make the benefit payment to which the policyholder is entitled within 10 days of its receipt
of the claim. The failure is usually caused by administrative difficulties encountered in the
claim verification process.

Reinsurance expenses. Reinsurance expense primarily consists of premiums paid by
Shin Kong Life to reinsurers under the reinsurance contracts described in the line item
“reinsurance commission income” above. Generally, reinsurance expenses vary by product
type because the portion of liability for which Shin Kong Life chooses to reinsure differs
among products.

Acquisition expenses. Acquisition expenses consist of expenses incurred in background
investigation and physical examinations.

Commission expenses. Commission expenses consist of payments made to sales
agents, banks and financial institutions as compensation for the sales services rendered.
Reinsurance commission expenses consist of payments made to reinsurance companies.

Insurance payments. Insurance payments are benefits paid to policyholders pursuant to
the terms of their policies.

Provision of premium reserve. Provision of premium reserve consists of the amount
Shin Kong Life is required to set aside as liability reserve for all policies during the relevant
period.

Provision of special reserve. Provision of special reserve consists of the additional
amount Shin Kong Life is required to set aside as special reserve for specific kinds of
policies during the relevant period.

Disbursements to industry stability fund. Disbursements to industry stability fund consist
of the amount of contribution that Shin Kong Life is required to make towards the insurance
industry’s stability fund. The amount equals 0.1% of the premium income recognized by Shin
Kong Life in the relevant period.

Provision for claim reserve. Claim reserves are reserves for indeterminate indemnities,
whether or not reported. The provisions for the reserves for reported indeterminate
indemnities are estimated on a case by case basis based on several factors, including
historical information and circumstances surrounding each claim for each type of insurance
product. The provisions for the incurred but not yet reported reserve are recognized
according to the method approved by the related authority, and historical information.

Processing fees. Processing fees consist of payments paid to banks and financial
institutions as compensation for administrative services rendered.
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Separate account expenses. Separate account expenses consist of the deduction from
operating revenue income generated by investment-linked products. Separate account
expenses are offset in the income statement on a one-to-one basis under the line item
“separate account incomes.”

Operating Expenses

Operating expenses primarily consist of selling and distribution costs, such as salaries
and commissions for sales and marketing personnel, advertising and promotional
expenditures, and policyholder support costs.

Non-operating Income

Non-operating income primarily consists of discounts on the trading of securities,
recovered bad debt and overdue receivables, and capital surplus from revaluation.

Non-operating Expenses
Non-operating expenses primarily consist of impairment losses on financial assets.
Results of Operations of Shin Kong Life

Three months Ended March 31, 2009 Compared with Three months Ended
March 31, 2008

Operating Income

Premium income. Premium income increased by 30.2% to NT$41,230.0 million in the
three months ended March 31, 2009 from NT$31,667.4 million in the three months ended
March 31, 2008.

Of total premium income in the three months ended March 31, 2009, NT$17,688.8
million was attributable to first-year premiums and NT$24,520.8 million was attributable to
renewal premiums. Of total premium income in the three months ended March 31, 2008,
NT$32,105.8 million was attributable to first-year premiums and NT$25,808.9 million was
attributable to renewal premiums.

° Endowment products. Income from first-year premiums of endowment products
increased by 878.1% to NT$12,910.5 million in the three months ended March 31,
2009 from NT$1,320.0 million in the three months ended March 31, 2008, primarily
due to a shift in customer demands from investment-linked products to fixed-rate
products.

° Whole-life insurance products. Income from first-year premiums of individual
whole-life insurance products decreased by 55.0% to NT$252.1 million in the three
months ended March 31, 2009 from NT$560.4 million in the three months ended
March 31, 2008, primarily because customers shifted their purchases to health
insurance products from whole-life insurance products.

° Term-life insurance products. Income from first-year premiums from individual
term-life insurance products increased by 3.5% to NT$84.3 million in the three
months ended March 31, 2009 from NT$81.5 million in the three months ended
March 31, 2008.
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° Variable universal life products. Income from first-year premiums from variable
universal life products decreased by 115.6% to NT$(371.9) million in the three
months ended March 31, 2009 from NT$2,381.5 million in the three months ended
March 31, 2008, primarily due to the volatilities in global equity markets in the first
quarter of 2009.

° Principal-protected variable products. Income from first-year premiums from
principal-protected variable products decreased by 100.0% to NT$(0.5) million in
the three months ended March 31, 2009 from NT$23,396.1 million in the three
months ended March 31, 2008, primarily due to the volatilities in global economic
markets in the first quarter of 2009.

° Participating products. Income from first-year premiums from participating
products increased by 47.2% to NT$131.8 million in the three months ended March
31, 2009 from NT$89.5 million in the three months ended March 31, 2008.

° Interest-sensitive annuities products. Income from first-year premiums from
interest-sensitive annuities products decreased by 16.5% to NT$3,154.0 million in
the three months ended March 31, 2009 from NT$3,775.4 million in the three
months ended March 31, 2008, primarily due to a decrease in interest rates and
volatile global economic turmoil.

] Fixed annuities products. Income from first-year premiums from fixed annuities
products decreased by 35.1% to NT$2.1 million in the three months ended
March 31, 2009 from NT$3.2 million in the three months ended March 31, 2008.

° Accident insurance products. Income from first-year premiums from accident
insurance products decreased by 22.1% to NT$206.6 million in the three months
ended March 31, 2009 from NT$265.1 million in the three months ended March 31,
2008. Competition within this market segment intensified as companies in the
property and casualty industry continued their low price strategy to increase
market share.

° Health insurance products. Income from first-year premiums from health insurance
products increased by 465.8% to NT$1,319.8 million in the three months ended
March 31, 2009 from NT$233.3 million in the three months ended March 31, 2008,
primarily due to higher popularity of health insurance products as the average age
of the Taiwanese population increases.

Reinsurance commission income. Reinsurance commission income decreased by 41.8%
to NT$179.3 million in the three months ended March 31, 2009 from NT$308.3 million in the
three months ended March 31, 2008. This decrease was primarily due to a shift in demand
for certain health insurance products with less insured amounts and a correspondingly
smaller reinsured component.

Claims recovered from reinsurers. Claims recovered from reinsurers decreased by
25.5% to NT$201.5 million in the three months ended March 31, 2009 from NT$270.3 million
in the three months ended March 31, 2008. This decrease was primarily due to a shift in
demand for certain health insurance products with lower insured amounts and a
correspondingly smaller reinsured component.

(Provision of) recovered claim reserve. Shin Kong Life recognized recovered claim
reserve, net, of NT$90.9 million in the three months ended March 31, 2009 and provision for
claim reserve, net, of NT$31.6 million in the three months ended March 31, 2008, primarily
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due to a decrease in reported but not approved claims for the three months ended March 31,
2009 as compared to the three months ended March 31, 2008.

Processing fee income. Processing fee income decreased by 86.4% to NT$192.9 million
in the three months ended March 31, 2009 from NT$1,422.0 million in the three months
ended March 31, 2008. This decrease was directly related to a decrease in sales of
investment-linked products.

Interest income. Interest income increased by 2.7% to NT$9,817.9 million in the three
months ended March 31, 2009 from NT$9,564.0 million in the three months ended March 31,
2008, primarily due to an increase in the investment amount.

Valuation gain on financial assets at fair value through profit or loss. Valuation gain on
financial assets at fair value through profit or loss decreased to NT$4,238.9 million in the
three months ended March 31, 2009 from NT$10,584.6 million in the three months ended
March 31, 2008. The decrease was primarily due to a decrease in valuation gains on foreign
exchange contracts, which in turn was mainly due to the appreciation of the NT dollar
against the U.S. dollar in the first quarter of 2008.

Foreign exchange gains (losses). Shin Kong Life recognized foreign exchange gains of
NT$11,186.0 million in the three months ended March 31, 2009 and foreign exchange losses
of NT$21,567.5 million in the three months ended March 31, 2008 because the NT dollar
appreciated significantly against the U.S. dollar in the first quarter of 2008.

Investment income recognized under equity method. Investment income recognized
under equity method decreased by 12.0% to NT$23.3 million in the three months ended
March 31, 2009 from NT$26.4 million in the three months ended March 31, 2008, primarily
based on the gains of Shin Kong Life’s subsidiaries and investees.

Gain (loss) on investments. Shin Kong Life recognized loss on investments of
NT$11,342.9 million in the three months ended March 31, 2009 and gains on investments of
NT$4,658.5 million in the three months ended March 31, 2008, because Shin Kong Life
recognized losses from equity and derivative transactions in the first quarter of 2009 and
gains from equity and derivative transactions in the same period in 2008.

Gain on real estate investments. Gain on real estate investments increased by 1.4% to
NT$793.5 million in the three months ended March 31, 2009 from NT782.5 million in the
three months ended March 31, 2008.

Incomes on insurance products — separate account. Incomes on insurance products —
separate account decreased by 55.9% to NT$19,989.8 million in the three months ended
March 31, 2009 from NT$45,377.3 million in the three months ended March 31, 2008,
primarily due to a decrease in the sales of investment-linked products.

Operating Costs

Reinsurance expenses. Reinsurance expense decreased by 3.2% to NT$512.7 million
in the three months ended March 31, 2009 from NT$529.9 million in the three months ended
March 31, 2008. This decrease was primarily due to a shift in demand for certain health
insurance products with less insured amounts and a correspondingly smaller reinsured
component.
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Acquisition expenses. Acquisition expense decreased by 2.2% to NT$17.3 million in the
three months ended March 31, 2009 from NT$17.7 million in the three months ended
March 31, 2008, primarily due to a decrease in the number of the insured that we required to
take physical examinations.

Commission expenses. Commission expenses decreased by 26.0% to NT$1,202.2 million
in the three months ended March 31, 2009 from NT$1,625.3 million in the three months ended
March 31, 2008, primarily due to a decrease in sales of investment-linked products.

Insurance payments. Insurance payments decreased by 18.6% to NT$14,863.2 million in
the three months ended March 31, 2009 from NT$18,259.4 million in the three months ended
March 31, 2008, primarily because more of Shin Kong Life’s term-life insurance products
matured for the three months ended March 31, 2008 as compared to the same period in 2009.

Provision of premium reserve. Provision of premium reserve increased by 37.1% to
NT$34,634.6 million in the three months ended March 31, 2009 from NT$19,773.1 million in
the three months ended March 31, 2008. The increase reflected an increase in premium
income.

(Provision of) recovered special reserve, net. Shin Kong Life recognized provision of
special reserve, net, of NT$158.7 million in the three months ended March 31, 2009 and
recovered for special reserve of NT$1.2 million in the three months ended March 31, 2008,
primarily due to the change in investment return for participating insurance products.

Disbursements to industry stability fund. Disbursements to industry stability fund
increased by 34.2% to NT$41.2 million in the three months ended March 31, 2009 from
NT$30.7 million in the three months ended March 31, 2008, primarily due to an increase in
premium income.

(Provision of) recovered of insufficient premium reserve. Shin Kong Life recognized
provision of insufficient premium reserve, net, of NT$56.5 million in the three months ended
March 31, 2009 and recovered insufficient premium reserve, net, of NT$132.3 million in the
three months ended March 31, 2008, primarily due to a change in our product mix.

Processing fees. Processing fees decreased by 53.8% to NT$1.2 million in the three
months ended March 31, 2009 from NT$2.6 million in the three months ended March 31,
2008, primarily due to a decrease in sales of investment-linked products.

Interest expense. Interest expense decreased by 61.0% to NT$7.8 million in the three
months ended March 31, 2009 from NT$20.0 million in the three months ended March 31,
2008. This decrease in interest expense was primarily due to the decrease in interest rates.

Valuation loss on financial liabilities at fair value through profit or loss. Valuation loss
on financial liabilities at fair value through profit or loss increased significantly to NT$2,748.2
million in the three months ended March 31, 2009 from NT$313.5 million in the three months
ended March 31, 2008. The increase was primarily due to an increase in valuation loss on
foreign exchange contracts, which in turn was mainly due to the appreciation of the NT
dollars against the U.S. dollars in the first quarter of 2008.

Disbursements on insurance products — separate account. Disbursements on
insurance products — separate account decreased by 55.9% to NT$19,989.8 million in the
three months ended March 31, 2009 from NT$45,377.3 million in the three months ended
March 31, 2008. This line item correlates with the change in separate account incomes.
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Operating Expenses

Operating expenses decreased by 30.2% to NT$3,099.4 million in the three months
ended March 31, 2009 from NT$4,437.6 million in the three months ended March 31, 2008.
The decrease was primarily due to a decrease in salaries and associated benefits paid to
employees and agents as we introduced the balanced scorecard management method.

Non-operating Income and Gains

Non-operating income and gains decreased by 34.8% to NT$132.0 million in the three
months ended March 31, 2009 from NT$202.5 million in the three months ended March 31,
2008.

Non-operating Expenses and Losses

Non-operating expenses and losses decreased by 94.2% to NT$193.9 million in the
three months ended March 31, 2009 from NT$3,355.5 million in the three months ended
March 31, 2008, primarily because Shin Kong Life recognized impairment losses for its
investments in CDOs and CBOs in the three months ended March 31, 2008.

Operating Loss Before Tax

As a result of the foregoing, operating loss before tax decreased by 91.4% to NT$891.2
million in the three months ended March 31, 2009 from NT$10,344.1 million in the three
months ended March 31, 2008.

Income Tax Benefit (Expense)

We recognized an income tax expense of NT$139.4 million in the three months ended
March 31, 2009 and an income tax benefit of NT$2,741.1 million in the three months ended
March 31, 2008.

Net Loss

As a result of the foregoing, net loss decreased by 86.4% to NT$1,030.6 million in the
three months ended March 31, 2009 from NT$7,603.0 million in the three months ended
March 31, 2008.

Year Ended December 31, 2008 Compared with Year Ended December 31, 2007

Operating Income

Premium income. Premium income increased by 1.4% to NT$152,347.0 million in 2008
from NT$150,311.4 million in 2007.

Of total premium income in 2008, NT$89,793.9 million was attributable to first-year
premiums and NT$112,112.6 million was attributable to renewal premiums. Of total premium
income in 2007, NT$98,763.6 million was attributable to first-year premiums and
NT$117,138.8 million was attributable to renewal premiums.

° Endowment products. Income from first-year premiums from endowment products

increased by 13.9% to NT$9,918.0 million in 2008 from NT$8,710.9 million in
2007, primarily due to an increase in customer demands.
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° Whole-life insurance business. Income from first-year premiums from Shin Kong
Life’s individual whole-life insurance business increased by 11.1% to NT$2,005.0
million in 2008 from NT$1,805.5 million in 2007, primarily due to an increase in
sales of certain whole-life insurance products with critical illness protection and
death-protection features.

° Term-life insurance business. Income from first-year premiums from Shin Kong
Life’s individual term-life insurance business decreased by 27.2% to NT$332.1
million in 2008 from NT$456.0 million in 2007 because customers shifted their
purchases to health insurance products from term-life insurance products.

° Variable universal life products. Income from first-year premiums from variable
universal life products decreased by 96.7% to NT$1,989.6 million in 2008 from
NT$60,034.1 million in 2007, primarily due to the volatilities in global economic
markets in 2008.

° Principal-protected variable products. Income from first-year premiums from
principal-protected variable products increased by 394.7% to NT$42,920.3 million
in 2008 from NT$8,676.8 million in 2007, primarily due to an increase in
customers’ interest in principal-protected variable products.

° Participating products. Income from first-year premiums from participating
products decreased by 21.5% to NT$365.2 million in 2008 from NT$465.4 million
in 2007, because customers shifted their purchases to health insurance products
and whole-life insurance products with critical illness protection and death-
protection features from participating products.

° Interest-sensitive annuities products. Income from first-year premiums from
interest-sensitive annuities products increased by 71.5% to NT$27,463.7 million in
2008 from NT$16,010.8 million in 2007, primarily due to Shin Kong Life’'s more
successful cooperation with its bancassurance distribution channels including Shin
Kong Bank for sales of annuity products in 2008 than in 2007.

° Fixed annuities products. Income from first-year premiums from fixed annuities
products decreased by 14.9% to NT$7.3 million in 2008 from NT$8.6 million in
2007.

] Accident insurance products. Income from first-year premiums from Shin Kong
Life’s accident insurance products decreased by 0.8% to NT$1,320.4 million in
2008 from NT$1,331.7 million in 2007. Competition within this market segment
intensified as companies in the property and casualty industry continued their low
price strategy to increase market share.

° Health insurance products. Income from first-year premiums from Shin Kong Life’s
health insurance products increased by 174.6% to NT$3,472.2 million in 2008 from
NT$1,264.4 million in 2007, primarily due to higher popularity of health insurance
products as the average age of the Taiwanese population increases.

Reinsurance commission income. Reinsurance commission income increased by 3.1%
to NT$1,415.0 million in 2008 from NT$1,372.7 million in 2007. This increase was primarily
due to changes in an accounting treatment of reinsurance commission income from a cash
basis to an accrual basis.
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Claims recovered from reinsurers. Claims recovered from reinsurers increased by
11.4% to NT$1,267.8 million in 2008 from NT$1,138.0 million in 2007. The increase was
primarily attributable to changes in an accounting treatment of claims recovered from
reinsurers from a cash basis to an accrual basis.

Recovered claim premium reserve, net. Recovered claim premium reserve, net,
increased by 119.8% to NT$610.7 million in 2008 from NT$277.8 million in 2007.

Processing fee income. Processing fee income increased by 122.3% to NT$3,049.9
million in 2008 from NT$1,371.8 million in 2007. This increase was primarily due to
increased sales of investment-linked products.

Interest income. Interest income increased by 1.2% to NT$38,703.8 million in 2008 from
NT$38,259.2 million in 2007, primarily due to an increase in the investment amount.

Valuation gain on financial assets at fair value through profit or loss. Shin Kong Life
recognized valuation gain on financial assets at fair value through profit or loss of
NT$7,617.9 million in 2008 and valuation loss on financial assets at fair value through profit
or loss of NT$838.1 million in 2007.

Foreign exchange gains (losses). Shin Kong Life recognized foreign exchange losses of
NT$1,433.7 million in 2008 and foreign exchange gains of NT$608.6 million in 2007 because
the NT dollars appreciated against the U.S. dollars in 2008.

Investment income (loss) recognized under equity method. Shin Kong Life recognized
investment loss under equity method of NT$14.9 million in 2008 and investment income
recognized under equity method. Investees of NT$106.0 million in 2007 based on the gains
and losses of our investees.

Gains (losses) on disposal of investments. Shin Kong Life recognized loss on disposal
of investments of NT$1,820.2 million in 2008 and gains on disposal of investments of
NT$6,250.8 million in 2007.

Gain on real estate investments. Gain on real estate investments increased by 88.9% to
NT$6,083.6 million in 2008 from NT$3,221.2 million in 2007. This increase was primarily due
to an increase in disposals of our real estate investments and, to a lesser extent, rent
incomes from these real estate investments. We recognized gains from disposal of interests
in three buildings through commercial mortgage backed securities in 2007 and recognized
gains from sales of a building and two parcels of lands in 2008.

Incomes on insurance products — separate account. Incomes on insurance products —
separate account increased by 35.4% to NT$145,493.2 million in 2008 from NT$107,464.8
million in 2007, primarily due to an increase in sales of investment-linked products.

Operating Costs and Losses

Reinsurance  expenses. Reinsurance expenses decreased by 22% to
NT$2,694.8 million in 2008 from NT$2,756.4 million in 2007. The decrease was primarily due
to changes in an accounting treatment of reinsurance expenses from a cash basis to an

accrual basis.
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Acquisition expenses. Acquisition expenses decreased by 10.1% to NT$73.8 million in
2008 from NT$82.1 million in 2007. This decrease was primarily due to a decrease in the
number of the insured that we required to take physical examinations.

Commission  expenses. Commission expenses decreased by 32.3% to
NT$5,542.0 million in 2008 from NT$8,182.5 million in 2007. The decrease was primarily due
to a change in product mix. There was an increase in sales of investment-linked products
and interest-sensitive annuities, all of which command lower commissions in general.

Insurance payments. Insurance payments increased by 4.7% to NT$94,758.2 million in
2008 from NT$90,528.2 million in 2007, primarily because more of Shin Kong Life’s
endowment insurance products matured in 2008 as compared to 2007.

Provision of premium reserves. Provision of premium reserves increased by 14.3% to
NT$87,989.4 million in 2008 from NT$77,009.1 million in 2007. The increase was primarily
due to an increase in the policies underwritten and interest accrued on the balance of such
reserves.

Provision of special reserve. Provision of special reserve decreased by 43.2% to
NT$170.8 million in 2008 from NT$300.8 million in 2007, primarily due to regulatory
changes, and reclassification of insufficient premium reserve as a separate line item.

Disbursements to industry stability fund. Disbursements to industry stability fund
increased by 0.5% to NT$151.2 million in 2008 from NT$150.5 million in 2007, primarily due
to an increase in premium income.

(Provision for) recovered claim reserve. Shin Kong Life recognized provision for claim
reserve of NT$135.4 million in 2008 and recovered claim reserve of NT$196.4 million in
2007, primarily due to a regulatory change to calculate the claim reserve from a retained
basis to a gross basis.

Processing fees. Processing fees decreased by 4.0% to NT$23.9 million in 2008 from
NT$24.9 million in 2007.

Interest expense. Interest expense decreased by 45.2% to NT$35.3 million in 2008 from
NT$64.4 million in 2007. This decrease in interest expense was due to the decrease in
interest rates.

Valuation loss on financial liabilities at fair value through profit or loss. Valuation loss
on financial liabilities at fair value through profit or loss increased significantly to
NT$21,616.1 million in 2008 from NT$449.3 million in 2007. The increase was primarily due
to an increase in valuation loss on foreign exchange contracts, which in turn was mainly due
to more significant fluctuations of the NT dollars against the U.S. dollars in 2008 as
compared to 2007.

Disbursements on insurance products — separate account. Disbursements on
insurance products — separate account increased by 35.4% to NT$145,493.2 million in 2008
from NT$107,464.8 million in 2007. The increase corresponds to the change in separate
account incomes.
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Operating Expenses

Operating expenses decreased by 5.5% to NT$15,004.5 million in 2008 from
NT$15,869.9 million in 2007, primarily due to a decrease in salaries and associated benefits
paid to employees and agents as we introduced the balanced scorecard management
method, partially offset by the expenses in relation to the employee share subscriptions in
2008.

Non-operating Income And Gains

Non-operating income and gains decreased by 34.9% to NT$906.9 million in 2008 from
NT$1,393.3 million in 2007. This decrease is primarily due to a decrease in the considerations
we received from leasing the buildings to Shin Kong Mitsukoshi Department Store.

Non-operating Expenses And Losses

Non-operating expenses and losses increased by 14.4% to NT$6,145.7 million in 2008
from NT$5,371.0 million in 2007. This increase is primarily due to an increase in impairment
losses in CBOs and CDOs.

Operating Income (Loss) Before Tax

As a result of the foregoing, we recognized an operating loss before tax of
NT$25,601.8 million in 2008 and an operating income before tax of NT$2,807.3 million in
2007.

Income Tax Benefit (Expense)

We recognized income tax benefit of NT$5,859.3 million in 2008 and an income tax
expense of NT$378.8 million in 2007, because we recorded a substantial operating income
before tax in 2007 and recorded an operating loss before tax in 2008.

Net Loss

As a result of the foregoing, we incurred net loss of NT$19,742.5 million in 2008 and
net income of NT$2,428.5 million in 2007.

Year Ended December 31, 2007 Compared with Year Ended December 31, 2006
Operating Income

Premium income. Premium income increased by 0.6% to NT$150,311.4 million in 2007
from NT$149,421.3 million in 2006.

Of total premium income in 2007, NT$98,763.6 million was attributable to first-year
premiums and NT$117,138.8 million was attributable to renewal premiums. Of total premium
income in 2006, NT$65,871.0 million was attributable to first-year premiums and
NT$115,598.4 million was attributable to renewal premiums.

103



Endowment products. Income from first-year premiums from our endowment
products decreased by 18.7% to NT$8,710.9 million in 2007 from NT$10,718.1
million in 2006, primarily due to a decrease in sales of universal life insurance
products.

Whole-life insurance business. Income from first-year premiums from Shin Kong
Life’s whole-life insurance business increased by 26.9% to NT$1,805.0 million in
2007 from NT$1,422.2 million in 2006, primarily due to an increase in sales of
certain insurance products with health insurance features.

Term-life insurance business. Income from first-year premiums from Shin Kong
Life’s term-life insurance business decreased by 11.7% to NT$456.0 million in
2007 from NT$516.3 million in 2006, because customers shifted their purchases to
investment-linked products from term-life insurance products.

Variable universal life products. Income from first-year premiums from variable
universal life products increased by 93.2% to NT$60,034.1 million in 2007 from
NT$31,067.7 million in 2006, primarily due to an increase in sales of insurance
products linked to mutual funds.

Principal-protected variable products. Income from first-year premiums from
principal-protected variable products decreased by 3.7% to NT$8,676.8 million in
2007 from NT$9,008.3 million in 2006, primarily because customers shifted their
purchases to variable universal life products from principal-protected variable
products.

Participating products. Income from first-year premiums from participating
products decreased by 8.7% to NT$465.4 million in 2007 from NT$509.7 million in
2006.

Interest-sensitive annuities products. Income from first-year premiums from
interest-sensitive annuities products increased by 69.4% to NT$16,010.8 million in
2007 from NT$9,450.1 million in 2006, primarily due to Shin Kong Life’s more
successful cooperation with Shin Kong Bank and other financial institutions for
sales of interest-sensitive annuities products in 2007 than in 2006.

Fixed annuities products. Income from first-year premiums from fixed annuities
products decreased by 73.5% to NT$8.6 million in 2007 from NT$32.6 million in
2006, primarily because customers shifted their purchases to interest-sensitive
annuities products.

Accident insurance products. Income from first-year premiums from Shin Kong
Life’'s accident insurance products decreased by 17.0% to NT$1,331.7 million in
2007 from NT$1,604.2 million in 2006. The decrease was primarily due to the
competition from property insurance companies with low premium strategies.

Health insurance products. Income from first-year premiums from Shin Kong Life’s
health insurance products decreased by 18.0% to NT$1,264.4 million in 2007 from
NT$1,541.7 million in 2006. This decrease was primarily due to the fact that we
introduced and aggressively marketed a new long-term health insurance product in
2006, which significantly increased health insurance sales in 2006.
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Reinsurance commission income. Reinsurance commission income decreased by 25.6%
to NT$1,372.7 million in 2007 from NT$1,845.8 million in 2006, primarily due to a shift in
demand for certain health insurance products with less insured amounts and a
corresponding smaller reinsured component.

Claims recovered from reinsurers. Claims recovered from reinsurers decreased by
16.2% to NT$1,138.0 million in 2007 from NT$1,358.7 million in 2006, primarily due to a shift
in demand for certain health insurance products with less insured amounts and a
corresponding smaller reinsured component.

Recovered (provision of) indemnity reserve, net. Shin Kong Life recognized recovered
indemnity reserve, net, of NT$196.4 million in 2007 and provision of indemnity reserve, net,
of NT$801.6 million in 2006, primarily due to regulatory change.

Processing fee income. Processing fee income increased by 95.7% to NT$1,371.8
million in 2007 from NT$701.1 million in 2006. This increase was primarily due to increased
sales of investment-linked products.

Interest income. Interest income increased by 11.1% to NT$38,259.2 million in 2007
from NT$34,424.6 million in 2006. This increase was primarily due to an increase in the
investment amount.

Foreign exchange gains (losses). Shin Kong Life recognized foreign exchange gains of
NT$608.6 million in 2007 and foreign exchange losses of NT$1,378.4 million in 2006
because the NT dollars appreciated against the U.S. dollars in 2006.

Investment income recognized under equity method. Investment income recognized
under equity method increased to NT$106.0 million in 2007 from NT$39.4 million in 2006,
primarily due to an increase in gains of our investees.

Gains on investments. Gains on investments decreased by 59.2% to NT$6,250.8 million
in 2007 from NT$15,324.7 million in 2006, mainly because we recognized losses from
derivative transactions in 2007 and gains from derivative transactions in 2006.

Gain on real estate investments. Gain on real estate investments decreased by 39.6%
to NT$3,221.2 million in 2007 from NT$5,335.5 million in 2006, primarily because Shin Kong
Life recognized more gains from disposal of interests in buildings through real estate
investment trusts in 2006 than through commercial mortgage backed securities in 2007.

Incomes on insurance products — separate account increased by 154.3% to
NT$107,464.8 million in 2007 from NT$42,254.3 million in 2006, primarily due to an increase
in the sale of investment-linked products during 2007 versus 2006.

Operating Costs and Losses

Reinsurance  expenses. Reinsurance expenses decreased by 21.4% to
NT$2,756.4 million in 2007 from NT$3,505.3 million in 2006, primarily due to a shift in
demand for certain health insurance products with less insured amounts and a
correspondingly smaller reinsured component.
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Acquisition expenses. Acquisition expenses decreased by 10.8% to NT$82.1 million in
2007 from NT$92.0 million in 2006. This decrease was primarily due to a decrease in the
number of the insured that we required to take physical examinations.

Commission expenses. Commission expenses increased by 6.8% to NT$8,182.5 million
in 2007 from NT$7,662.4 million in 2006.

Insurance payments. Insurance payments increased by 35.7% to NT$90,528.2 million in
2007 from NT$66,731.3 million in 2006, primarily because more of Shin Kong Life’s
endowment insurance products matured in 2007 as compared to 2006.

Provision of premiums reserve, net. Provision of premium reserve, net decreased by
21.4% to NT$77,009.1 million in 2007 from NT$97,939.5 million in 2006.

Provision of special reserve, net. Provision of special reserve, net decreased by 48.3%
to NT$300.8 million in 2007 from NT$582.1 million in 2006, primarily due to the change in
investment return for participating insurance products.

Disbursements to industry stability fund. Disbursements to industry stability fund
increased by 0.7% to NT$150.5 million in 2007 from NT$149.4 million in 2006, primarily due
to an increase in premium income.

Processing fees. Processing fees increased by 5.1% to NT$24.9 million in 2007 from
NT$23.7 million in 2006. This increase was primarily due to an increase in the sales of
investment-linked products.

Interest expense. Interest expense decreased by 43.3% to NT$64.4 million in 2007 from
NT$113.5 million in 2006. This decrease in interest expense was due to the decrease in
interest rates.

Valuation loss on financial assets at fair value through profit or loss. Valuation loss on
financial assets at fair value through profit or loss decreased to NT$838.1 million in 2007
from NT$3,416.7 million in 2006.

Valuation loss on financial liabilities at fair value through profit or loss. Shin Kong Life
recognized valuation loss on financial liabilities at fair value through profit or loss of
NT$449.3 million in 2007, primarily due to a valuation loss on foreign exchange contracts,
which in turn was mainly due to fluctuations of the NT dollars against the U.S. dollars.

Disbursements on insurance products — separate account. Disbursements on
insurance products — separate account increased by 154.3% to NT$107,464.8 million in
2007 from NT$42,254.3 million in 2006. This increase corresponds to the change in separate
account incomes.

Operating Expenses

Operating expenses decreased by 0.2% to NT$15,869.9 million in 2007 from
NT$15,894.7 million in 2006.

Non-operating Income

Non-operating income decreased by 15.0% to NT$1,393.3 million in 2007 from
NT$1,640.0 million in 2006, mainly due to a decrease in reverse of allowance for bad debt.
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Non-operating Expenses

Non-operating expenses increased by 376.4% to NT$5,371.0 million in 2007 from
NT$1,127.3 million in 2006, mainly due to a significant increase in impairment losses in
connection with securities with no active market.

Operating Income Before Tax

As a result of the foregoing, income before income taxes decreased by 74.9% to
NT$2,807.3 million in 2007 from NT$11,172.1 million in 2006.

Income Tax Expense

Income tax expense increased by 16.4% to NT$378.8 million in 2007 from
NT$325.4 million in 2006 as Shin Kong Life’s income in 2006 was mainly from the
transactions of real estate properties, which are exempted from income tax expense.

Net Income

As a result of the foregoing, net income decreased by 79.4% to NT$2,428.5 million in
2007 from NT$11,784.0 million in 2006.

Liquidity and Capital Resources of Shin Kong Life

The principal sources of funds for Shin Kong Life are premiums from insurance policies,
customers’ payments on annuities and other investment-linked products, and investment
income, including proceeds from maturing or sale of investment assets. With respect to the
funds derived from premiums on life insurance and investment-linked products, Shin Kong
Life estimates and balances the number and amount of early policyholder withdrawals
against its other uses of cash. For investment income, the risks Shin Kong Life faces include
changes in interest rates, market volatility and default by debtors.

Liquidity Requirements

As of March 31, 2009, Shin Kong Life had cash and cash equivalents of
NT$78,536.6 million. Substantially all of Shin Kong Life’s term deposits with banks allow it to
withdraw the deposited funds, subject in most cases to an early withdrawal penalty. As of
March 31, 2009, the amount of Shin Kong Life’s term deposits was NT$54,900.9 million. In
addition, its portfolio of investment securities may also be used for liquidity if necessary. As
of March 31, 2009, Shin Kong Life’s aggregate total of investment securities with active
markets, including domestic government bonds and domestic and foreign stocks, had a fair
value of NT$196,985.9 million. Under ROC law, insurance companies are not permitted to
incur debt (other than debt for payment of significant amounts of claims that have been
approved by the FSC).

Shin Kong Life’s principal uses of funds include:

° meeting liabilities associated with its life insurance, accident and health insurance,
annuity and structured investment products;
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° funding investments in securities, real estate, policy loans and mortgage loans;
° paying operating costs and expenses;

° funding investments in new products, processes and technologies; and

° income taxes.

Shin Kong Life generates substantial cash flow from operations as a result of most
premiums being received in advance of the time when policy benefits or claim payments are
required. These positive cash flows, along with the portion of investment assets that are held
in cash and liquid securities, have historically met Shin Kong Life’s liquidity requirements. In
addition, Shin Kong Life uses positive cash flows to increase its asset base to provide funds
to meet future insurance obligations and other product-related payments, for writing and
acquiring new businesses, and for dividend payments to Shin Kong FHC.

Matching the time horizons of assets and liabilities is often difficult in the Taiwan
market, especially since domestic government bonds are rarely of sufficient duration to
match Shin Kong Life’s whole-life policies. However, in an effort to better match its assets
and liabilities, Shin Kong Life develops and maintains investment programs to provide
adequate funds to pay benefits to its policyholders when necessary. Products having
liabilities with longer lives, such as life insurance and annuities, are matched with assets
having similar estimated lives, such as mortgage loans, long-term bonds, and private
placement bonds. Shorter-term liabilities are matched with investments such as short- and
medium-term fixed maturities. In addition, highly liquid, high quality short-term government
treasury securities and other liquid investment grade fixed maturities are held to fund normal
operating expenses, surrenders, withdrawals and development and maintenance expenses
associated with new products and technologies.

Risk Based Capital Requirements

Pursuant to the ROC Insurance Act and Regulations Governing Capital Adequacy of
Insurance Enterprises (together, the “Regulations”), the FSC introduced a risk-based capital
standard on July 9, 2003 as a way to measure the financial soundness of life insurance
companies and to provide for better policyholder protection under a system of prompt
corrective action. The statutory risk-based capital standard is measured by the amount of
capital an insurance company has to support the degree of risk associated with its
operations and investments. Under the Regulations, different asset categories are assigned
different weights in accordance with the amount of risk associated with the asset. The
Regulations further provide that, among other risks, the risks for a life insurance company
include (1) asset risks, (2) insurance risks, and (3) interest risks. If the risk-based capital
ratio falls below the minimum threshold of 200%, regulatory action may be taken, which may
range from increased information disclosure requirements to mandatory control of the
company by the domiciliary insurance department.

In October and November of 2008, FSC amended its rules on risk-based capital for
insurance companies, in view of the global financial crisis and its impact on the domestic
insurance market. The amendment lifted restrictions on the calculation of total adjusted net
capital, which expanded funding channels available to insurance companies and reduced the
pressure to raise additional capital when they suffer an investment loss. However, the
amendment is only in effect until December 31, 2009, and we cannot assure you that FSC
will extend such amendment and not revert to the previous formulae. Shin Kong Life’s risk-
based capital ratio, after taking into account the policy changes, was 227.39% on December
31, 2008, which is greater than the minimum threshold.
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Shin Kong Life’s risk-based capital ratio impacts the manner in which it invests its cash
and investment assets. Specifically, beginning in 2004, the maximum percentage of
investment assets that a ROC insurance company may invest in securities denominated in
foreign currencies is limited based on the insurance company’s risk-based capital ratio. As
foreign securities often provide a higher rate of return than domestic investments, as of
March 31, 2009, foreign investments represented 36.9% of Shin Kong Life’s total cash and
invested assets.

Cash Flows

The following sets forth information regarding cash flows for the periods indicated.

Year ended December 31, Three months ended March 31,
2006 2007 2008 2008 2009
NT$ NT$ NT$ us$ NT$ NT$ uUss$

(in millions)
Net cash (used in) provided by

operating activities ......... 66,860.3 91,0489 77,6751 2,293.3 (30,353.0) (23,194.3) (684.8)
Net cash (used in) provided by

investing activities ......... (47,897.9) (27,097.8) (89,411.6) (2,639.8) 8,305.4 (1,694.0)  (50.0)
Net cash (used in) provided by

financing activities ......... (5,306.6) (3,470.2) 18,808.6 555.3 8.9 0.9 —
Net increase (decrease) in cash

and cash equivalents . ...... 13,655.8 60,480.9 7,072.1 208.8 (22,038.7) (24,887.4) (734.8)

Operating activities. Net cash used in operating activities decreased to NT$23,194.3
million in the three months ended March 31, 2009 from NT$30,353.0 million in the three
months ended March 31, 2008. This decrease was primarily due to a decrease in net losses.
Net cash provided by operating activities decreased to NT$77,675.1 million in 2008 from
NT$91,048.9 million in 2007. The decrease was primarily due to a net loss in 2008. Net cash
provided by operating activities amounted to NT$66,860.3 million in 2006.

Investing activities. Net cash used in investing activities amounted to NT$1,694.0
million in the three months ended March 31, 2009 while net cash provided by investing
activities amounted to NT$8,305.4 million in the three months ended March 31, 2008. This
increase in the net cash used in investing activities was caused by an increase in financial
assets with no active markets. Net cash used in investing activities increased to
NT$89,411.6 million in 2008 from NT$27,097.8 million in 2007. The increase was primarily
due to an increase in investment in notes issued under resale agreements and an increase
in available-for-sale financial assets. Net cash used in investing activities amounted to
NT$47,897.9 million in 2006. The decrease was primarily due to a decrease in held-to-
maturity financial assets.

Financing activities. Net cash provided by financing activities decreased to NT$0.9
million in the three months ended March 31, 2009 from NT$8.9 million in the three months
ended March 31, 2008, primarily due to a decrease in received guarantee deposits. Net cash
provided by financing activities amounted to NT$18,808.6 million in 2008 while net cash
used in financing activities amounted to NT$3,470.2 million in 2007. The decrease was
primarily due to a decrease in notes issued under repurchase agreements, which was
partially offset by an increase in proceeds from disposal of treasury stock. Net cash used in
financing activities amounted to NT$5,306.6 million in 2006.
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Shin Kong Bank
Overview
Operating Environment

Shin Kong Bank currently operates 108 branches in Taiwan. We believe Shin Kong
Bank maintains a strong network of high quality banking clients. We are able to utilize such
network to offer wealth management and bancassurance products and services to our
banking customers to meet their demand for diversified and quality financial products,
thereby increasing lifetime value of the customer. Conversely, we also leverage Shin Kong
Life’s distribution network consisting of over three million customers to cross sell our
banking products.

Shin Kong Bank’s profitability and financial condition are affected by a number of
factors that influence the business environment in which Shin Kong Bank operates. These
factors include general economic conditions in Taiwan, interest rates, competition,
conditions in Taiwan’s securities markets, regulation, taxes and foreign exchange rates.

Shin Kong Bank expects that the following factors in particular could continue to affect
its financial performance:

° Taiwan and global economies. The financial performance of Shin Kong Bank’s
consumer and corporate businesses are closely linked to the state of the global
economy and the local economy in Taiwan. Although a general recovery appears
to be underway in the local economy in Taiwan following the global economic
crisis, many lingering effects from the global economic crisis may continue to
impact Shin Kong Bank. Among other things, low economic growth rates,
depreciation in the value of the New Taiwan dollar relative to the US dollar and
other foreign currencies, a significant decline in Taiwan’s equities securities
markets or an increase in unemployment and bankruptcies may adversely affect
Shin Kong Bank’s corporate and individual borrowers, which in turn could
adversely affect Shin Kong Bank’s future results of operations and financial
condition.

° Interest rates. Shin Kong Bank’s recent financial performance has been impacted
by the ROC government’s actions to lower interest rates in an effort to revive
Taiwan’s general economy. Since the second half of 2008, the CBC has lowered
discount rates seven times by a total of 2.375 basis points. We expect that the
ROC Government will continue to maintain a low interest rate environment in the
near future, and any future changes in this policy may affect Shin Kong Bank’s
financial performance.

° Competition. Due to Taiwan’s crowded domestic banking industry and the
increasing presence of foreign banks in Taiwan, Shin Kong Bank has experienced
an increase in pricing competition for products and services, as other banks seek
to build or maintain market share. Further price-based competition could adversely
affect Shin Kong Bank’s profitability, in particular in mortgage loans and lending to
large corporations.
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Selected Financial and Other Data

The following table sets forth the selected consolidated financial and other data for Shin
Kong Bank as of and for the years ended December 31, 2006, 2007 and 2008 and
unconsolidated financial and other data as of and for the three months ended March 31,
2008 and 2009.

As of and for the Year

Ended As of and for the Three Months
December 31, Ended March 31,
2006 2007 2008 2008 2009

(NT$ in millions, except per share data and percentages)
Income statement data:

Interestrevenue ...... ... .. ... .. 7,051 6,364 6,239 1,560 1,006
Servicefees .......... .. 1,526 1,908 1,579 353 285
Gain (loss)onsecurities ........... .. . i 470 (392) (369) 252 581
Other net non-interest (loss) income ................... (943) 1,370 149 388 112
Netrevenue ........ ... . ... . . .. 8,104 9,250 7,598 2,553 1,984
Bad debtexpense ........ ... ... i (9,753)  (1,861)  (1,930) (499) (541)
Operating XPENSES .. ... vii i (6,070) (5,882) (5,404) (1,400) (1,253)
Net (loss)income ........ ... (7,276) 1,423 227 607 172
Basic EPS (beforetax) ........... .. ... . L (5.50) 0.75 0.11 0.33 0.10
Basic EPS (aftertax) ......... ... i (5.16) 0.73 0.12 0.31 0.09
Balance sheet data:

Notes discounted and loans, net ...................... 232,926 276,618 280,299 275,922 275,341
Totalassets ..........co i 352,465 386,796 403,574 397,998 395,342
Deposits and remittances .. ............ ... ... ... ... 286,746 325,764 356,027 335,217 354,618
Total liabilities . .......... .. . 332,565 365,571 382,969 375,871 374,542
Total shareholders’ equity ... ............ .. ... ... ..... 19,900 21,225 20,605 22,127 20,800
Other data:

Netinterest margin® . ... ... ... ... ... .. ... 2.38% 1.92% 1.69% 1.73% 1.12%
Gain (loss) on securities/ net non-interest (loss) income . . . 44.63% (13.58)% (27.15)% 25.38% 59.41%
Net non-interest income/ netrevenue® . ................ 12.99% 31.20% 17.89% 38.90% 49.29%
Bad debt expense/netrevenue ....................... 74.90% 63.59% 71.12% 54.84% 63.16%
Return on average equity® . ...... ... ... ... . (36.64)%  6.92% 1.08% 2.80% 0.83%
Return on average assets® ........... ... ... ... ... 211)%  0.39% 0.06% 0.5% 0.04%
NPL ratio®) ... ... . 1.70% 1.85% 1.87% 1.89% 1.91%
Coverageratio® . ....... ... ... . . ... 84.12% 56.38%  66.42% 63.94% 63.70%
Capital adequacy ratio® . ......... ... ... ... .. .. ... 12.52% 10.72% 10.57% 11.51% 10.88%
Notes:

(1) Calculated using average daily balances of interest earning assets; ratio annualized.

(2)  Net non-interest income includes service fees, gains on securities and other non-interest income.

(3) Calculated by dividing net income for the period by the average ending shareholders’ equity balances for the preceding
and the current fiscal years.

(4) Calculated by dividing net income for the period by the average ending total assets balances for the preceding and the
current fiscal years.

(5) Calculated by dividing non-performing loans by gross loans.

(6) Calculated by dividing total loan loss reserves by total amount of non-performing loans.

(7)  Determined in accordance with the requirements of the FSC.

Description of Income Statement Items

Shin Kong Bank derives its operating income primarily from interest income and also
from service fee income, gains on marketable securities and gains on long-term investments
it holds in investees and other companies. Its expenses consist primarily of interest
expense, provision for credit losses, and operating expenses, such as personnel, marketing
and occupancy expenses.
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Operating Income Items

Shin

Shin

Kong Bank generates its interest income principally from the following sources:

Loans and discounts. Represents amounts Shin Kong Bank collects on loans it
makes to corporate customers, including term loans, working capital loans,
overdraft facilities and trade financing facilities, and to retail customers, including
principally mortgage loans, personal loans, credit card loans and automobile
loans. Interest on loans is accrued when due except on loans for which principal is
overdue for more than 180 days.

Due from other banks. Represents interest that Shin Kong Bank collects on funds
lent to other banks in the interbank market.

Due from the CBC. Represents interest that Shin Kong Bank collects on cash
reserves that it maintains on deposit with the CBC in order to satisfy ROC
regulatory requirements.

Securities purchased and bond investments. Represents income received by Shin
Kong Bank on fixed income and equity securities it holds in its portfolio for asset-
liability management purposes, including listed stock, money market instruments,
government bonds and corporate bonds.

Kong Bank generates its non-interest income primarily from the following sources:

Service fees. Represents commissions and fees from banking services, including
principally fees paid by corporate customers for guarantees, letters of credit, cash
management services, and investment banking services, and by individual
customers in respect of loan applications; credit card services and trust services,
including principally commissions on sales of non-discretionary trust funds and
fees for custodial, transfer agency and other related services.

Foreign exchange gains. Represents trading and valuation gains or losses on
foreign currency denominated assets.

Gain (loss) on sale of securities purchased. Represents gain (loss) from the sale
of marketable fixed income and equity securities, minus unrealized losses (or plus
recovery of unrealized losses) to reflect a decline in market value.

Investment income recognized under the equity method. Represents gain derived
from investee companies that are accounted for under the equity method, net of
any losses.

Expense Items

Interest expense relates primarily to interest that Shin Kong Bank pays to retail and
corporate customers on their deposits, including savings deposits, demand deposits and
time deposits. Interest expense also includes interest paid to other banks in the interbank

market.
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Provisions for credit losses represent amounts that Shin Kong Bank expenses in
anticipation of incurring possible losses on loans and other credit exposures, such as
guarantees and credit card revolving balances.

Operating expenses represent various administrative expenses incurred by us, primarily
relating to staff compensation, marketing, administration, occupancy, technology and
advertising.

Taxes represent business, stamp and property taxes payable by Shin Kong Bank in its
operations.

Comparison of Results of Operations for the Three months Ended March 31, 2009 with
the Three months Ended March 31, 2008

The following table shows the components of Shin Kong Bank’s interest income and
expense on an unconsolidated basis for the periods indicated:

For the Three Months Ended
March 31,

2008 2009
(NT$ in millions, except percentages)

Interest income:

Loansanddiscounts . ........ ... .. e 2,470.7 1,684.8
Due from other banksandthe CBC .. .......................... 2154 83.3
NOtES . . 273.0 207.7
Others ..o 285.9 240.1
Total .o 3,245.0 2,215.9
Interest expense:

Deposits . ... 1,505.8 1,136.9
Due to otherbanksandthe CBC . ........... ... .. ............. 63.7 12.2
Others ... 115.6 61.3
Total .o 1,685.1 1,210.4
Net interestincome . ....... . ... ... . . i 1,559.9 1,005.5
Interestyield() . ... .. . . 3.6% 2.5%
Netinterestmargin@ .. ... ... ... .. .. . . . 1.7% 1.1%
Netinterestspread® .. ... ... ... .. . . . . . 21% 1.4%
Average interest-earning assets® . ....... ... ... .. .. 360,701.9 359,741.0
Average interest-bearing liabilities® . ............ .. ... ... ... 361,099.6 363,438.8
Notes:

(1) Represents gross total interest income divided by daily average interest-earning assets; ratio annualized.

(2) Represents net interest income divided by daily average interest-earning assets; ratio annualized.

(3) Represents the yield on average interest-earning assets minus the funding cost of average interest-bearing liabilities; ratio
annualized.

(4)  See the “Average Balance Sheets and Interest Rates” table below for a breakdown of average interest-earning assets.

(5) See the “Average Balance Sheets and Interest Rates” table below for a breakdown of average interest-bearing liabilities.

Interest Income

Interest income decreased by 31.7% to NT$2,215.9 million in the three months ended
March 31, 2009 from NT$3,245.0 million in the three months ended March 31, 2008, mainly
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due to decreases in interest rates. Average interest earning assets decreased by 0.3% to
NT$359,741.0 million in the three months ended March 31, 2009 from NT$360,701.9 million
in the three months ended March 31, 2008.

Interest Expense

Interest expense decreased by 28.2% to NT$1,210.4 million in the three months ended
March 31, 2009 from NT$1,685.1 million in the three months ended March 31, 2008, even as
the overall size of the deposit base expanded, as Shin Kong Bank paid lower rates on
deposits in light of a decline in market interest rates. The cost of interest-bearing liabilities
decreased by 54 basis points to 1.3% in the three months ended March 31, 2009 from 1.9%
in the three months ended March 31, 2008, due to the interest rate decline and a decrease
in time deposit as a percentage of total deposit. Average interest-bearing liabilities increased
by 0.6% to NT$363,438.8 million in the three months ended March 31, 2009 from
NT$361,099.6 million in the three months ended March 31, 2008, as a result of an increase
in total deposits.

Net Interest Income

Net interest income decreased by 35.5% to NT$1,005.5 million in the three months
ended March 31, 2009 from NT$1,559.9 million in the three months ended March 31, 2008,
as the decrease in interest expense was offset by a greater decrease in interest income.

Net Interest Margin

Shin Kong Bank’s net interest margin decreased to 1.1% in the three months ended
March 31, 2009 from 1.7% in the three months ended March 31, 2008 reflecting a decrease
in interest rates.
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Average Balance Sheets and Interest Rates

The following table shows Shin Kong Bank’s daily average balances and average
interest rates on an unconsolidated basis for the periods indicated.

For the Three Months Ended March 31,
2008 2009

Average Average Average Average
Balance Rate (%) Balance Rate (%)

(in millions, except percentages)

Interest earning assets():

Due fromotherbanks ............ ... ... .. .. .. .. .... 4,233.9 1.9 1,226.0 0.2
Duefromthe CBC ... ... ... .. .. i 37,575.4 2.1 42,746.4 0.8
Bonds purchased under resale agreements ............. 377.6 2.0 — —
Tradingassets . ........... i — — 352.6 0.6
Available-for-sale financial assets ..................... 16,384.3 2.2 13,427.9 24
Held-to-maturity financial assets ...................... 10,848.4 1.8 9,855.2 1.9
Debt securities without active market .................. 8,003.4 6.7 6,259.5 5.0
Account receivable (creditcard) .................. .. ... 5,879.2 16.5 4,819.5 179
Account receivable (factoring and management) ......... 1,063.4 4.3 656.2 2.8
Notes discounted andloans .......................... 276,336.3 3.6 280,397.7 24
Total average interest earning assets(") 360,701.9 359,741.0
Interest bearing liabilities:
Note issued under repurchase agreement .............. 1,971.3 2.6 2,948.7 0.2
Duetootherbanks ............. ... ... ... ... ... ..... 9,283.8 2.7 4,318.0 1.1
Deposits and remittances . ......... ... ... ... ... .. ... 105,070.4 0.5 104,295.3 0.2
Time deposits debentures ........... ... ... .. ........ 226,888.6 2.4  242,400.9 1.8
Bankdebentures ......... ... ... 17,800.0 2.3 9,394.0 2.5
Appropriated loanfund ....... ... ... ... L 85.5 1.5 81.9 1.5
Total average interest earning liabilities ................ 361,099.6 363,438.8
Average interest-earning assets(Y/average interest-bearing

liabilities . ...... ... 99.9% 99.0%
Net interestmargin@ . ........ ... .. .. ... ... ... 1.7% 1.1%
Netinterestspread® .. ... ... ... ... ... ... .. ... ... ... 2.1% 1.4%
Notes:

(1) Includes assets on which gains from trading and dividend income may also be recognized.

(2) Represents net interest income divided by daily average interest-earning assets; ratio annualized.

(3) Represents the yield on average interest-earning assets minus the funding cost of average interest-bearing liabilities; ratio
annualized.

Volume and Rate Analysis

Shin Kong Bank’s interest income and expense are affected by fluctuations both in
interest rates and in volume of activity. Shin Kong Bank’s interest expense is also affected
by the extent to which Shin Kong Bank funds its activities with low-interest or non-interest
deposits (including the float on transactional services), and the extent to which it relies on
borrowings in the interbank market.
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The following table allocates changes in Shin Kong Bank’s interest income and interest
expense between changes in volume and changes in rate on an unconsolidated basis for the
three months ended March 31, 2009 compared with the three months ended March 31, 2008.
Volume and rate variances have been calculated based on movements in average balances
over the period indicated and changes in interest rates on daily average interest-earning
assets and interest-bearing liabilities.

Increase/(Decrease) for Three Months Ended
March 31, 2009/2008

Volume and
Volume Rate Rate Net Change

(NT$ in millions)

Interest income(!):

Due fromotherbanks ......... .. .. ... .. ... .. ... ... (1.6) (5.1) (12.5) (19.2)
Duefromthe CBC ... ... .. i 10.0 (139.8) 16.9 (112.9)
Bonds purchased under resale agreements . ................ — — (1.9) (1.9)
Financial assets fortrading ........... ... ... ............ 0.5 0.5 (0.5) 0.5
Available-for-sale financial assets ......................... (17.4) 6.3 1.4 (9.8)
Held-to-maturity financial assets .......................... (4.8) 4.0 0.4 (0.4)
Debt securities without active market ...................... (21.9) (26.1) (7.3) (55.3)
Accounts receivable (creditcard) ............ ... ... ... ... (47.5) 16.8 3.7 (26.9)
Accounts receivable (factoring and management) ............ (2.8) (2.5) (1.5) (6.8)
Notes discounted andloans .. .............. ... .. ... ...... 24.6 (815.3) 11.8 (778.9)
Total . (60.9) (961.2) 10.5 (1,011.6)
Interest expense(?:

Notes issued under repurchase agreement ................. 0.5 (17.4) 5.8 (11.2)
Duetootherbanks .......... ... . . . (14.0) (17.4) (20.0) (51.5)
Deposits and remittances . . ......... ... .. oL (0.4) (59.5) (0.4) (60.4)
Time deposits . ... ..o 68.9 (403.3) 25.8 (308.6)
Bankdebentures ....... ... ... (52.5) 5.3 4.7 (42.5)
Appropriated loanfund . ....... .. ... .. — — — —
Total . 25 (492.3) 15.9 (474.2)
Notes:

1 Excluding interest incomes from delinquent loans.
(2)  Excluding interest expenses from leased properties.

Net Non-Interest Income

The following table shows certain information with respect to Shin Kong Bank’s
non-interest income on an unconsolidated basis for the periods indicated:
For the Three Months Ended

March 31,
2008 2009
(NT$ in millions)
Service fee, Net . ... 353.2 285.4
Service fee, INCOME . . .. ... 474 4 404.8
Service fee eXPENSE . ... ... (121.2) (119.4)
(Loss) gain on foreign exchange, net .. ... ... ... (0.2) 167.8
Gain (loss) on financial assets and liabilities at fair value through profit or loss,
0= 224.7 (16.3)
Realized gain on available-for-sale financial assets, net ........................ 26.3 596.9
Realized gain on held-to-maturity investments, net ........... ... ... ... ... ... 0.8 —
Investment income recognized under the equity method, net ................... 42.5 8.5
Loss on disposal of collateral assumed .. ...... ... ... ... ... (9.5) (45.9)
(Loss) gain on market value increase (decline) on collateral assumed . ............ (40.8) 27.9
Gain (loss) on disposal of property and equipment and deferred expense, net . .. ... 378.5 (0.1)
Other gains (I0SS), Net . . .. ... e 17.7 (45.9)
Total . 993.2 978.3




Net income excluding interest revenue decreased by 1.5% to NT$978.3 million in the
three month