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Capital Securities Corporation

Key Rating Drivers

Established Securities Franchise: Capital Securities Corporation's ratings reflect its stable and
well-established stockbroking franchise in Taiwan and adequate capital profile. The company is
Taiwan'’s largest independent full-service securities firm, with a 3.9% brokerage market share
in 1H25 (2023: 3.6%). This was supported by its strong position in sub-settlement accounts and
a shift from transaction-based to client asset-based business that enhances client retention.

The firm also maintains strong underwriting, warrant issuance and futures and options
brokerage positions. However, reliance on volatile capital-market activities limits the ratings
relative to larger and more diversified financial holding companies in Taiwan.

Stable Operating Environment: We anticipate Taiwan's steady economic growth and prudent
regulatory oversight will sustain stable operating conditions for the financial sector, despite
global economic and geopolitical headwinds and market volatility. Tighter regulatory limits on
leverage in the securities sector, measured by business risk exposure, should curb excessive
risk-taking, while regulatory relaxation in ancillary investments, margin financing and asset-
management services should support further business diversification.

Market activity recovered in 3Q25, with average daily turnover on the Taiwan Stock Exchange
up by 24% and the index up by 16% over the quarter. This followed a 15% fall in average daily
turnover in 1H25 on weak investor confidence amid tariff and geopolitical uncertainty.
Corporate financing also slowed on delayed capex. We expect trade policy, geopolitical and US
rate uncertainty to persist, but the end of US monetary tightening should support equity
turnover, and artificial intelligence adoption should bolster technology sector fundraising.

Improving Earnings Prospects: We expect earnings to improve in 2026 as more
accommodative US monetary policy and an end to Taiwanese rate hikes lift equity market
sentiment and fixed-income spreads. Earnings weakened in 1H25 in line with lower market
activity, which pressured brokerage and trading income. Annualised operating profit/average
equity fell to 6.8% (2024: 8.5%), though earnings remained steadier than at most rated monoline
securities firms, buoyed by the company’s better revenue diversity and risk management.

Adequate Capital Position: Net tangible leverage stood at 7.3x at end-1H25, unchanged from
end-2024. We expect tighter regulatory capital requirements and stricter leverage limits for
securities companies in Taiwan to ensure sufficient capital buffers against potential market
shocks.

Short-Term Wholesale Funding Reliance: Capital Securities is exposed to funding-market
volatility due to its reliance on short-term wholesale funding, including the use of repos to
finance bond investments. That said, liquidity risk is mitigated by adequate collateral
management, with repos backed by government, financial institution and high-quality
corporate bonds.
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Rating Sensitivities
Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade

The ratings could face pressure if intense market competition leads to a sustained deterioration in the firm’s market
position and if an increased risk appetite leaves its capital position more vulnerable to market volatility, such that net
adjusted leverage exceeds 10x or if its funding or liquidity buffers are affected significantly. Indications of anincreased
risk appetite include higher balance-sheet exposure to market risk from trading activities.

Operational or risk-management lapses that result in unexpected substantial losses and pressure the capital position
would also be credit negative.

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade

Improved business diversity and earnings quality - such as an increased contribution from relatively stable, recurring
income streams - would be positive for the ratings. A stronger market position in stock brokerage, approaching that
of the top-three industry participants, together with better profitability from efficiencies of scale, would also be credit
positive.
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The Key Rating Driver (KRD) weightings used to determine the implied Standalone Credit Profile (SCP) are shown as percentages at the top. In cases
where the implied SCP is adjusted upwards or downwards to arrive at the SCP, the KRD associated with the adjustment reason is highlighted in red.
The shaded areas indicate the benchmark-implied scores for each KRD. The sector risk assessment acts as a sector-specific constraint on the typical
implied operating environment range and is shown as an overlay on the operating environment.

Adjustments

The funding, liquidity and coverage score has been assigned below the implied score for the following adjustment
reason: funding flexibility (negative).

Key Qualitative Factors

Business Profile

Capital Securities is a top-tier Taiwanese broker, ranking sixth in domestic stock brokerage with a 3.9% share in 1H25
(2023: 3.6%), and consistently among the top five in domestic fixed-income underwriting. As the largest independent
securities firm, it runs a full-service model offering a comprehensive range of capital-market products and services.

Earnings are tied to capital-market activity, but a more diversified revenue stream supports better earnings stability
than smaller standalone peers that lean on proprietary trading.

The company aims to expand client asset-based revenue from a transaction-based model, with the goal to leverage its
strong position in sub-settlement accounts to deepen client relationships and reduce earnings cyclicality through
cycles.
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Capital Securities' Profit Breakdown
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Source: Fitch Ratings, Fitch Solutions, Capital Securities

Financial Profile

Adequate Asset Quality

We assess Capital Securities’ asset quality through the risk profile and performance record of its investment and
lending portfolio. Asset quality is generally stable and adequately managed through an established risk framework
and consistent policy execution.

The investment portfolio comprised 32.5% of consolidated assets in 1H25, dominated by fixed-income holdings (over
60% of the portfolio). We consider the fixed-income portfolio to be of good quality, given a high portion of government
and investment-grade private-sector bonds. Equity investments account for about one-third of the portfolio, with
most positions in listed equities that offer higher liquidity.

Margin lending and securities-backed lending were 5% and 9.5% of consolidated assets in 1H25. Risk is contained
through tight management of maintenance ratios. The firm has avoided material credit losses due to disciplined
collateral controls and limited concentration.

Earnings Remain Sensitive to Capital-Market Conditions

A more accommodative US monetary backdrop, sustained Al investment themes, and clearer global trade policy could
boost capital-market sentiment and turnover in 2026. However, we believe macroeconomic risks, ongoing
geopolitical and trade-policy uncertainty, and high market valuations will keep volatility elevated.

Capital Securities’ earnings softened in 1H25, due primarily to sharp capital market moves in April following the
announcement of intended US trade tariffs. However, earnings remained above most standalone peers due to more
effective risk control and better revenue diversity.

Healthy Capital and Liquidity Positions

The capital position remains generally commensurate with balance-sheet risks, providing a buffer against earnings
and mark-to-market fluctuations. Stricter regulatory requirements on capital and leverage constrain securities
companies from taking excessive business risk.

The funding and liquidity profile remains stable, with liquid assets consistently covering short-term funding needs.
Reliance on short-term repo funding is high, in line with peers in Taiwan'’s relatively liquid domestic financial system.
Associated risks are mitigated by collateral quality, as repo transactions are backed by investment-grade bonds.

Capital Securities Investment Breakdown Operating Profit/Average Equity
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The forecasts in the charts in this section reflect Fitch’s forward view on the non-bank financial institution’s core
financial metrics per Fitch’s Non-Bank Financial Institutions Rating Criteria. They are based on a combination of Fitch’s
macro-economic forecasts, outlook at the sector level and company-specific considerations. As a result, Fitch’s
forecasts may differ materially from the guidance provided by the rated entity to the market.

To the extent Fitch is aware of material non-public information with respect to future events, such as planned
recapitalisations or M&A activity, Fitch will not reflect these non-public future events in its published forecasts.
However, where relevant, such information is considered by Fitch as part of the rating process.

Dashed lines represent boundaries for indicative quantitative ranges and implied scores for Fitch’s core financial
metrics for the relevant sector risk operating environment. “F” represents Fitch's forecasts.
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Capital Securities Corporation

NBFI

Ratings Navigator
Credit-Relevant ESG Derivation ESG Relevance to Credit Rating
Capital Securities Corporation has 5 ESG potential rating drivers Key driver 0 issues 5
Capital Securities Corporation has exposure to fair lending practices; pricing transparency; r V/foreclosure; practices; data
protection; legal/regulatory fines stemming from any of the above but this has very low impact on the rating.
driver 0 issues 4
Governance is minimally relevant to the rating and is not currently a driver. v
potential driver 5 issues 3
3 issues 2
not a rating driver e
6 issues 1
Environmental (E) Relevance Scores
General Issues E Score Sector-Specific Issues Reference E Relevance
- N . Regulatory risks, emissions fines or compliance costs related to owned . N N .
GHG Emissions & Air Quality 1 equipment, which could impact asset demand, profitability, etc. Sector Risk Operating Environment 5 How to Read This Page
R . B ESG relevance scores range from 1 to 5 based on a 15-level color gradation. Red
Energy Management 1 Investments in or _‘)W"erSh'P of assets with belqw-average energy/fuel Risk Profile 4 (5) is most relevant to the credit rating and green (1) is least relevant.
efficiency which could impact future valuation of these assets
The Environmental (E), Social (S) and Governance (G) tables break out the ESG
Wiater & Wastewater Management 1 na. na. 3 general issues and the sector-specific |ss%|es that are most relevant. Fo gach
industry group. Relevance scores are assigned to each sector-specific issue,
signaling the credit-relevance of the sector-specific issues to the issuer's overall
Waste & Hazardous Materials credit rating. The Criteria Reference column highlights the factor(s) within which
1 na. na. 2 the corresponding ESG issues are captured in Fitch's credit analysis. The vertical

Management; Ecological Impacts

Impact of extreme weather events on assets and/or operations and
corresponding risk profile & management; catastrophe risk; credit
concentrations

Exposure to Environmental Impacts 2

Business Profile; Asset Quality

Social (S) Relevance Scores

General Issues S Score Sector-Specific Issues Reference S Relevance

Human Rights, Community Relations, na na 5
Access & Affordability < -
Customer Welfare - Fair Messaging, Fglr lending practices; "F'c'”g tra.nsparency: Sector Risk Operating Environment; Risk

N N 3 repossession/foreclosure/collection practices; consumer data e N 4
Privacy & Data Security " N . Profile; Asset Quality

protection; legal/regulatory fines stemming from any of the above
- : : N Business Profile; Management & Strategy;
Labor Relations & Practices 3 Impactoflabor negotiations, :j"d“d'"g !’tf’ard/ employee compensation e i< & Profitability; Capitalisation & 3
and composition Leverage; Funding, Liquidity & Coverage

Employee Wellbeing 1 na. na. 2

Shift in social or consumer preferences as a result of an institution's

Expesiiciobecalipact social positions, or social and/or political disapproval of core activities

Business Profile; Earnings & Profitability

Governance (G) Relevance Scores

-

color bars are visualizations of the frequency of occurrence of the highest
constituent relevance scores. They do not represent an aggregate of the relevance
scores or aggregate ESG credit relevance.

The Credit-Relevant ESG Derivation table's far right column is a visualization of
the frequency of occurrence of the highest ESG relevance scores across the
combined E, S and G categories. The three columns to the left of ESG Relevance to
Credit Rating summarize rating relevance and impact to credit from ESG issues.
The box on the far left identifies any ESG Relevance Sub-factor issues that are
drivers or potential drivers of the issuer's credit rating (corresponding with scores
of 3,4 or 5) and provides a brief explanation for the relevance score. All scores of
'4"and '5" are assumed to reflect a negative impact unless indicated with a '+' sign
for positive impact.

Classification of ESG issues has been developed from Fitch's sector ratings
criteria. The General Issues and Sector-Specific Issues draw on the classification
standards published by the United Nations Principles for Responsible Investing
(PRI), the Sustainability Accounting Standards Board (SASB), and the World Bank.

General Issues G Score Sector-Specific Issues Reference GRelevance
Management Strategy 3 Operational implementation of strategy Management & Strategy 5
Board independence and effectiveness; ownership concentration;
Governance Structure 3 protection of creditor/stakeholder rights; legal /compliance risks; Management & Strategy 4
business continuity; key person risk; related party transactions
PR RETE 3 Organizational strlAJct}J're: approprlatenes? r.elatlve to l?uslness model; Business Profile 3
opacity; intra-group dynamics; ownership
Financial Transparency 3 Quality and timing of financial reporting and auditing processes Management & Strategy 2

-

CREDIT-RELEVANT ESG SCALE

How relevant are E, S and G issues to the overall credit rating?

Highly relevant, a key rating driver that has a significant impact on
the rating on an individual basis. Equivalent to "higher" relative
importance within Navigator.

Relevant to rating, not a key rating driver but has an impact on the
rating in combination with other factors. Equivalent to "moderate”
relative importance within Navigator.

Minimally relevant to rating, either very low impact or actively
managed in a way that results in no impact on the entity rating.
Equivalent to "lower" relative importance within Navigator.

Irrelevant to the entity rating but relevant to the sector.

Irrelevant to the entity rating and irrelevant to the sector.

The highest level of ESG credit relevance is a score of '3', unless otherwise disclosed in this section. A score of '3' means
ESG issues are credit-neutral or have only a minimal credit impact on the entity, either due to their nature or the way
in which they are being managed by the entity. Fitch's ESG Relevance Scores are not inputs in the rating process; they
are an observation on the relevance and materiality of ESG factors in the rating decision. For more information on
Fitch's ESG Relevance Scores, visit www.fitchratings.com/topics/esg/products#esg-relevance-scores.
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Income Statement
30Jun25 31Dec 24 31Dec23 31Dec22
6 months - interim 6 months - interim Year end Year end Year end
(USDm) (TWDm) (TWDm) (TWDm) (TWDm)
Audited - Audited - Audited - Audited - Audited -
unqualified unqualified unqualified unqualified unqualified
Net revenues 196 5,870.9 11,974.2 9,226.3 6,037.6
Operating profit 51 1,536.3 3,799.2 2,875.6 537.5
Pre-tax income 92 2,750.0 6,572.4 5,108.8 1,846.1
Net income 76 2,281.1 5,402.1 4,571.0 1,179.0
Exchange rate UsD1= uUsD1= usD1= usD1=
TWD29.902 TWD32.781 TWD30.735 TWD30.708

Source: Fitch Ratings, Fitch Solutions, Capital Securities
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Balance Sheet

30Jun 25 31Dec24 31 Dec23 31Dec22

6 months- 6 months -
interim interim As % of Year end As % of Year end As % of Year end As % of

(USDm) (TWDm) Assets (TWDm) Assets (TWDm) Assets (TWDm) Assets

Assets

Total cash and cash equivalents 346 10,339.5 3.4 8,264.3 2.7 8,241.3 3.3 9,054.5 4.7
Securities under agreements to resell 8 250.5 0.1 250.1 0.1 60.2 0.0 0.0 0.0
Securities available for sale 1,078 32,221.6 10.5 35,769.5 11.6 27,757.0 11.2 16,407.5 8.6
Securities held to maturity 185 5,541.3 1.8 6,567.0 2.1 5,310.1 2.2 3,268.8 1.7
Securities owned (trading securities) 2,052 61,368.8 20.0 69,541.0 225 64,269.1 26.0 42,583.6 22.2
Receivables from brokers, dealers & 737 22,035.7 7.2 12,401.8 4.0 15,419.6 6.2 5,289.6 2.8
clearingorg's

Receivables from customers 3,294 98,484.3 322 88,716.8 28.7 74,011.9 30.0 67,4913 35.2
Net loans 1,489 44516.3 14.5 55,084.5 17.8 23,284.3 9.4 16,360.4 8.5
Other receivables 82 2,456.7 0.8 1,880.8 0.6 1,054.5 0.4 1,012.5 0.5
Total other assets 967 28,921.6 9.4 30,212.8 9.8 27,502.8 11.1 30,148.6 15.7
Total assets 10,238  306,136.3 100.0 308,688.5 100.0 246,910.7 100.0 191,616.6 100.0
Liabilities and equity

Total short-term funding 2,340 69,968.5 229 102,4424 332 70,389.8 285 42,105.6 22.0
Total long-term funding 318 9,498.6 3.1 4,497.1 1.5 0.0 0.0 0.0 0.0
Total other liabilities 6,068 181,440.8 59.3 156,112.5 50.6 133,156.4 539 110,819.9 57.8
Total equity 1,513 45,228.5 14.8 45,636.5 14.8 43,364.5 17.6 38,691.1 20.2
Total liabilities and equity 10,238  306,136.3 100.0  308,688.5 100.0 246,910.7 1000 191,616.6 100.0
Exchange rate UsSD1= USD1= UsD1= UsD1=

TWD29.902 TWD32.781 TWD30.735 TWD30.708

Source: Fitch Ratings, Fitch Solutions, Capital Securities

Capital Securities Corporation
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30Jun25 31Dec 24 31 Dec 23 31 Dec 22
6 months - interim Year end Year end Year end
Operating profit/average equity (%) 6.8 8.5 7.0 1.3
ROAA (%) 1.5 1.9 2.1 0.6
ROAE (%) 10.0 12.1 111 2.9
Net adjusted leverage (x) 7.3 7.3 6.1 54
Assets/equity (x) 6.8 6.8 5.7 5.0
Total capital ratio (%) 267.0 278.0 276.0 337.0
(Liquid assets + undrawn committed 183.3 145.5 158.1 181.4

facilities)/short-term funding (%)
Long-term funding/illiquid assets (%) 89.5 80.9 90.0 86.1

Source: Fitch Ratings, Fitch Solutions, Capital Securities

Capital Securities Corporation
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SOLICITATION & PARTICIPATION STATUS

For information on the solicitation status of the ratings included within this report, please refer to the solicitation
status shown in the relevant entity's summary page of the Fitch Ratings website.

For information on the participation status in the rating process of an issuer listed in this report, please refer to the
most recent rating action commentary for the relevant issuer, available on the Fitch Ratings website.

FORECAST DISCLAIMER FOR FINANCIAL INSTITUTIONS

Any forecast(s) in this report reflect Fitch's forward view on the issuer’s financial metrics. They are constructed using a proprietary internal forecasting
tool and based on a combination of Fitch's own performance assumptions, macroeconomic forecasts, sector-level outlook and issuer-specific
considerations. As a result, Fitch's forecasts may differ materially from the rated entity’s forecasts or guidance and may not reflect the assumptions
that other market participants may make. To the extent Fitch is aware of material non-publicinformation with respect to future events, such as planned
recapitalisations or merger and acquisition activity, Fitch may not reflect these non-public future events in its published forecasts. However, where
relevant, such information is considered by Fitch as part of the rating process.

Fitch may update the forecasts in future reports but assumes no responsibility to do so. Original financial statement data for historical periods may be
processed by affiliates of Fitch, together with certain outsourcing services. Key financial adjustments and all financial forecasts credited to Fitch Ratings
are generated by its employees.

Fitch's forecasts are one component used by the agency to assign a rating or determine a rating outlook. The information in the forecasts reflects
material but not exhaustive elements of Fitch’s rating assumptions for the issuer’s financial performance. It cannot be used to establish a rating, and it
should not be relied on for that purpose.

DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these limitations and disclaimers by
following this link: https://www.fitchratings.com/understandingcreditratings. In addition, the following
https://www fitchratings.com/rating-definitions-document details Fitch's rating definitions for each rating scale and rating categories,
including definitions relating to default. Published ratings, criteria, and methodologies are available from this site at all times. Fitch's code of
conduct, confidentiality, conflicts of interest, affiliate firewall, compliance, and other relevant policies and procedures are also available from
the Code of Conduct section of this site. Directors and shareholders' relevant interests are available at
https://www fitchratings.com/site/regulatory. Fitch may have provided another permissible or ancillary service to the rated entity or its
related third parties. Details of permissible or ancillary service(s) for which the lead analyst is based in an ESMA- or FCA-registered Fitch
Ratings company (or branch of such a company) can be found on the entity summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from issuers and underwriters
and from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its ratings
methodology, and obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given security or in a given
jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and its
issuer, the requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and nature of relevant public
information, access to the management of the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures
letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the availability of independent and competent third- party
verification sources with respect to the particular security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings and reports should
understand that neither an enhanced factual investigation nor any third-party verification can ensure that all of the information Fitch relies on in connection with a rating or a
report will be accurate and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the information they provide to Fitch and to the market in offering
documents and other reports. In issuing its ratings and its reports, Fitch must rely on the work of experts, including independent auditors with respect to financial statements
and attorneys with respect to legal and tax matters. Further, ratings and forecasts of financial and other information are inherently forward-looking and embody assumptions
and predictions about future events that by their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings and forecasts can be affected by
future events or conditions that were not anticipated at the time a rating or forecast was issued or affirmed. Fitch Ratings makes routine, commonly-accepted adjustments to
reported financial data in accordance with the relevant criteria and/or industry standards to provide financial metric consistency for entities in the same sector or asset class.

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any of its contents
will meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and reports made by Fitch are
based on established criteria and methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective work product of Fitch and
no individual, or group of individuals, is solely responsible for a rating or a report. The rating does not address the risk of loss due to risks other than credit risk, unless such risk
is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individuals identified in a Fitch report were involved
in, but are not solely responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Fitch rating is neither a prospectus
nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings may be
changed or withdrawn at any time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy,
sell, or hold any security. Ratings do not comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability
of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally
vary from US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or
insured or guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency
equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in connection with any
registration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any particular
jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may be available to electronic subscribers up to three days earlier than to print
subscribers.
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