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Disclaimer Statement (gcs)

This presentation includes forward-looking statements. All statements,
other than statements of historical facts, that address activities, events
or developments that GCS Holdings, Inc. expects or anticipates will or
may occur in the future (including but not limited to projections, targets,
estimates and business plans) are forward-looking statements.

GCS’s actual results or developments may differ materially from those
indicated by these forward-looking statements as a result of various
factors and uncertainties, including but not limited to price fluctuations,
actual demand, exchange rate fluctuations, market share, competition,
environmental risks, change in legal, financial and regulatory
frameworks, government policies, international economic and financial
market conditions, political risks, cost estimates and other risks and
factors beyond our control.

GCS does not undertake any obligation to publicly update any forward-
looking statement to reflect events or circumstances after the date on
which any such statement is made or to reflect the occurrence of
unanticipated events.
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FINANCIAL SECTION



Statements of Comprehensive Income - QoQ

(in NT$ thousands except EPS)

1Q17 1Q17
1Q17 4Q16 1Q16 Over Over
4Q16 1Q16
Net Operating Revenue 411,692 418,921 463,785 -1.7% -11.2%
Gross Profit 187,312 150,061 233,853 24.8% -19.9%
Gross Margin 45.5% 35.8% 50.4%
Operating Expenses (111,899) (119,749) (142,457) -6.6% -21.5%
Operating Income 75,413 30,312 91,396 148.8% -17.5%
Operating Margin 18.3% 7.2% 19.7%
Non-operating ltems 29,216 33,876 (72,146) -13.8% -140.5%
Net Income 98,264 71,711 16,897 37.0% 481.5%
Net Profit Margin 23.9% 17.1% 3.6%
Basic EPS (NTD) 1.35 0.99 0.24
Diluted EPS (NTD) 0.83 0.42 0.23
ROA (%) 14.7% 11.5% 3.7%
ROE (%) 19.0% 15.6% 4.0%
R&D Expense % to Revenue 10.1% 9.5% 10.8%
Legal expense related to merger - - 18,161

Note 1: 73,005,222 shares and 80,671,566 shares were used in basic EPS and diluted EPS calculation for 1Q17, respectively.

Note 2. Revenue supplemental information

1Q17 1Q17
1Q17 4Q16 1Q16 Over Over
4Q16 1Q16
Revenue in US$ thousand 13,242 13,214 13,994 0.2% -5.4%
Exchange Rate 31.09 31.7 33.143 4



Non-operating Income and Expenses- QoQ

(in NT$ thousands)
1Q17 1Q17
1Q17 4Q16 1Q16 Over Over
4Q16 1Q16
Other Income 966 1,190 523 -18.8% 84.7%
Other Gains and Losses
Net Gain or (losses) on financial liabilities at fair value 59 450 29,283 (56,070) 103.0% -206.0%
through profit or loss
Net currency exchange gain or (loss) (24,279) 10,519 (7,223) -330.8% 236.1%
Other - (195) - - -
Finance Cost
Interest expense for convertible bonds (Note) (5,443) (5,362) (7,490) 1.5% -27.3%
Other interest expense (1,478) (1,559) (1,886) -5.2% -21.6%
Total Non-operating Income and Expenses 29,216 33,876 (72,146) -13.8% -140.5%

Note: Amortization of discount on convertible bonds



Balance Sheet Highlight & Key Indices

(in NT$ thousands)

Cash and Cash Equivalent
Accounts Receivable
Inventory
Available-for-Sale Financial Assets-Non current
Net Property, Plant and Equipment
Deferred Tax Assets
Total Assets
Short Term Loan
Financial Liabilities at Fair Value through Profit and Loss
Accounts Payable and Other Payables
Bond Payable - Current Portion
Long Term Bank Borrowings - Current Portion
Bonds Payable (Non-current)
Long Term Bank Loans
Total Liabilities
Total Stockholders' Equity

Key Indices
Current Ratio
Debt Ratio
AR Turnover Days
Inventory Turnover Days

1017 4Q16 1Q16
Amount % Amount % Amount %
1,259,062 44% 1,381,894 47% 1,258,482 46%
228,471 8% 197,245 7% 234,699 9%
333,501 12% 348,402 12% 348,075 13%
64,906 2% 31,605 1% 73,031 3%
451,655 16% 487,303 17% 485,269 18%
200,149 7% 212,819 7% 199,975 7%
2,829,248 100% 2,886,807 100% 2,732,480 100%
20,000 1% - - - -
11,508 0% 69,504 2% 151,615 5%
153,759 6% 164,898 6% 190,451 7%
331,260 12% 325,875 11% - -
19,145 1% 20,154 1% 19,443 1%
- - - - 373,575 14%
92,113 3% 103,126 4% 119,711 4%
771,738 27% 817,702 29% 971,405 36%
2,057,510 73% 2,069,105 71% 1,761,075 64%
313% 311% 485%
27% 28% 36%
50 43 44
172 155 162



Cash Flows (dcs)
NS
(in NT$ thousands)
1Q17 4Q16 1Q16
Beginning Balance 1,381,894 1,355,827 1,237,513
Cash from Operating Activities 29,540 159,222 71,306
Acquisition of property, plant and equipment (67,921) (62,433) (35,539)
Increase in non-current assets (31,090) - -
Acquisition of intangible assets - (2,947) -
Proceeds from Short-term Loan 20,000 - -
Repayments of long-term loans (4,800) (3,185) (4,884)
Treasury stock buyback (12,955) (68,007) -
Cash Dividend Paid - (14,450) -
The effect of exchange rate changes (55,615) 20,148 -
Others 9 (2,281) (9,914)
Ending Balance 1,259,062 1,381,894 1,258,482
Free Cash Flow (Note) (38,381) 96,789 35,767

Note: Free Cash Flow = Cash from Operating Activities - Capital Expenditures




Revenue Mix % vs Gross Margin - QoQ
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MARKET OVERVIEW



Global Data Center and
Cloud-based Data Traffic
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Source: Cisco GCI 2016
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Data center/cloud traffic is 5-7 times higher than network traffic
The CAAGR of this traffic is nearly 27% over the forecast period,

Nearly 80% of the data center/cloud data stays within the data center

1) Go Fiber
2) Higher
Data
Rate
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Optical Components and Modules (@)

Exhibit 3: Data Rate Evolution in Optical Components and Modules
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Optical Components and Modules
Market

InP accounts for the largest portion, with ~ 71% of total revenue
In 2016

GaAs revenue will grow, but its share of the market will stay
relatively constant, at 17-18%

The value of silicon photonics-enabled transceivers:
~ $600 million in 2016-> $2.4 billion in 2021.
Compelling advantage in cost, but there are still challenges to address

400/600 Gbps and even 800 Gbps equipment will rely heavily on
silicon processing evolution, along with compound semiconductor
capabilities.
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5G Status (CED
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PON Status

China: grow in 10G PON

US: AT&TH7++3]2017# A+ 5c £ 3 4 200> 4 I (total 4.6M)
2019 - 12.5M

Netherland, Africa, Vietnam, Turkey, New Zealand, Australia
10G PON: e i

o Ee 3R] L #2017E RPONK § § Rizte //////
HYEPONK § ¢ 24 4 B8 » Boa &2 810G EPONK § - .
£ Py A4 657 (¢ 5 OLT: o 457 FONU=H v 207 )

%ﬁﬁ%ﬁ%%ﬁkw’@ﬂﬁﬁkﬁ%%iﬁéﬁwﬁ°

iy ‘fé2016& >4 B BAKOER A 4 > KA endg » F ﬁl 35 £H0M >

R PE R 4 %%ﬁ“#m%m&¥m$§<ﬂﬂﬁ%¢ LY

‘WTﬁiﬁﬁkale§¢}411%M!ﬁ&k%ﬂ*ﬂ%@ & 4

FrpdKAAT LB F N4 2 93> "FEREFT Bha g d HEK
» 10G PONP/| & B 1 & et K + £



20164 & ¢ EIFTTH? = % © 2. 277k (gcs)

(Digitimes Research)
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In 12 months to the end of 2016, China added nearly 92 million FTTH
connections. This figure 1s almost as high as the total fixed broadband
subscribers 1n the US.
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Data Center

Bandwidth demand from Cloud companies connecting their data
centers (Cloud DCI) is expected to be very high in 2017.

Amazon and Facebook reported that traffic inside of their
datacenters is increasing by 100% annually. Traffic between their
datacenters Is expected to grow at a slower pace, but given the high
level of activity in construction of new data centers, we assume a
100% rate in bandwidth growth for 2017.

This spike in DWDM bandwidth demand for Cloud DCI applications
will compensate for slower demand in China, keeping the DWDM
market segment growing in 2017.



NA Data Center
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GCS Products: (@)

[ | . \ %
Applications & Markets <=L
RF & Power Electronics Optoelectronics
40G

RFIC - HEMT - pHEMT - HBT, PD, APD, VCSEL, FP/DFB LD,
InP HBT, GaN/Si * GaN/SiC - Photonic Integrated Circuits, 100G

SiC... 2D Image Sensors ...... ZOOG

| |400G
Wireless Power Data ONSUMEN  (Fiber Optical
( mobile + Electronics Cent / Network
Infrastructure €nters

Base WiFi HEV.EV, g N e e 7
Twonle (802 Motr 40G AOC  LTE
S WiMax  andete. 100G HDMI (4/4.5/5G)
456 200G Mobile  FTTx

400G Wearable
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