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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)

2Q18 2Q18
2Q18 1Q18 20Q17 Over Over
1Q18 2Q17
Net Operating Revenue 522,665 479,020 458,228 9.1% 14.1%
Gross Profit 256,217 214,304 248,075 19.6% 3.3%
Gross Margin 49.0% 44.7% 54.1%
Operating Expenses (135,480) (124,401) (107,349) 8.9% 26.2%
Operating Expenses to Revenue % 25.9% 26.0% 23.4%
Operating Income 120,737 89,903 140,726 34.3% -14.2%
Operating Margin 23.1% 18.8% 30.7%
Non-operating ltems 3,054 (1,758) (55,560) -273.7% -105.5%
Income before Income Tax 123,791 88,145 85,166 40.4% 45.4%
Income Tax (31,309) (4,490) (19,171) 597.3% 63.3%
Net Income 92,482 83,655 65,995 10.6% 40.1%
Net Profit Margin 17.7% 17.5% 14.4%
Basic EPS (NTD) 1.16 1.06 0.91
Diluted EPS (NTD) 1.15 1.05 0.90
R&D Expense % to Revenue 9.4% 8.7% 9.0%

Note 1: 80,010 thousand shares and 80,591 thousand shares were used in basic EPS and diluted EPS calculation for 2Q18 respectively.
Note 2. Revenue supplemental information

2Q18 2Q18
2Q18 1Q18 2Q17 Over Over
1Q18 2Q17
Revenue in US$ thousand 17,561 16,349 15,113 7.41% 16.2%

Exchange Rate 29.54 29.3 30.68



Non-operating Income and Expenses- QoQ

(in NT$ thousands)
2Q18 2Q18
2Q18 1Q18 2Q17 Over Over
1Q18 2Q17
Other Income 2,060 1,696 1,208 21.5% 70.5%
Other Gains and Losses
Net Gain or (losses) on financial liabilities at fair value ] 232 (51,639) -100.0% -100.0%
through profit or loss
Net currency exchange gain or (loss) 1,833 (2,581) 503 -171.0% 264.4%
Gain on disposal of Investment - - 1,357 - -
Others 11 (1,009) - - -
Finance Cost
Interest expense for convertible bonds (Note) (124) (746) (5,485) -83.4% -97.7%
Other interest expense (1,004) (1,171) (1,504) -14.3% -33.2%
Share of profit (loss) of equity-accounted investees 278 (269) -
Total Non-operating Income and Expenses 3,054 (1,758) (55,560) -273.7% -105.5%

Note: Amortization of discount on convertible bonds



Statements of Comprehensive Income - YoY

(in NT$ thousands except EPS)

2018 2017
Jan to June % Jan to June % Change (%)

Net Operating Revenue 1,001,685 100.0% 869,920 100.0% 15.1%
Operating Cost (531,164) -53.0% (434,533) -50.0% 22.2%
Gross Profit 470,521 47.0% 435,387 50.0% 8.1%
Operating Expenses (259,881) -25.9% (219,248) -25.2% 18.5%
Operating Income 210,640 21.0% 216,139 24.8% -2.5%
Non-operating items 1,296 0.1% (26,344) -3.0% -104.9%
Income before Income Tax 211,936 21.2% 189,795 21.8% 11.7%
Income Tax (35,799) -3.6% (25,536) -2.9% 40.2%
Net Income 176,137 17.6% 164,259 18.9% 7.2%
Basic EPS (NTD) 2.22 2.25

Diluted EPS (NTD) 2.20 2.22

Average Exchange Rate-USD/NTD 29.54 30.68

R&D expense % to Revenue 9.08% 9.52%

ROA (%) 11.49% 12.19%

ROE (%) 13.17% 15.62%

Note 1: 79,414 thousand shares and 80,167 thousand shares were used in basic EPS and diluted EPS calculation for 1H18, respectively.
Note 2. Revenue supplemental information

Jan to Jun/2018 Jan to Jun/2017 Change (%)
Revenue in US$ thousand 33,909 28,355 19.6%
Exchange Rate 29.54 30.68
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Non-operating Income and Expenses- YoY ( ,
=
(in NT$ thousands)
2018 2017
0,
Jan to June Jan to June Change (%)
Other Income 3,756 2,174 72.8%
Other Gains and Losses
Net Gain or (losses) on financial liabilities at fair value 2302 7811 -70.3%
through profit or loss
Net currency exchange gain or (loss) (748) (23,776) -96.9%
Gain on disposal of investment - 1,357 -100.0%
Other loss (998) - -
Finance Cost
Interest expense for convertible bonds (Note) (870) (10,928) -92.0%
Other interest expense (2,175) (2,982) -27.1%
Share of profit (loss) of equity-accounted investees 9 - -
Total Non-operating Income and Expenses 1,296 (26,344) -104.9%

Note: Amortization of discount on convertible bonds



Balance Sheet Highlight & Key Indices

Selected Items from Balance Sheet
(in NT$ thousands)

Cash and Cash Equivalent
Accounts Receivable and Notes Receivable
Inventory
Available-for-Sale Financial Assets- Current
Investments accounted for under the Equity Method
Net Property, Plant and Equipment
Deferred Tax Assets
Intangible 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
Long Term Bank Loans

Total Liabilities
Total Stockholders® Equity

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

2Q18 1Q18 2Q17
Amount % Amount % Amount %

1,365,587 42% 1,215,937 40% 1,288,575  45%
256,702 8% 267,580 9% 242,033 8%
350,986 11% 331,345 11% 342,131 12%
- 0% - 0% 42,711 2%
14,620 0% 14,459 0% 14,906 1%
688,444 21% 668,747 22% 505,528 17%
146,946 5% 161,511 5% 200,743 7%
183,026 6% 176,343 6% 10,470 0%
3,240,866  100% 3,020,462 100% 2,896,661 100%
20,000 1% 20,000 1% 20,000 1%
- 0% - 0% 58,671 2%
250,158 8% 158,624 5% 202,137 7%
- 0% 2,777 0% 253,655 9%
20,224 1% 19,134 1% 19,397 1%
67,352 2% 69,275 3% 87,461 3%
428,416 13% 359,435 12% 758,595 26%
2,812,450 87% 2,661,027 88% 2,138,066 74%

660% 756% 336%

13% 12% 26%

51 54 49

144 140 179



&
Cash Flows (gcs)
NS
(in NT$ thousands)
2Q18 1Q18 2Q17
Beginning Balance 1,215,937 1,119,712 1,259,062
Cash from Operating Activities 141,563 149,134 80,188
Acquisition of property, plant and equipment (43,185) (25,452) (32,301)
Acquisition of investments accounted for under the equity method - - (14,906)
Proceeds from the sale of available-for-sale finanical assets - - 1,635
Acquisition of intangible assets (1,004) (648) -
Repayments of long-term loans (4,822) (4,707) (4,708)
Repayments of Convertible Bonds (2,800) - -
Employee Option Exercise 5,670 221 -
The effect of exchange rate changes 54,098 (22,323) (2,476)
Others 130 - 2,081
Ending Balance 1,365,587 1,215,937 1,288,575
Increase (Decrease) in Cash 149,650 96,225 29,513
Free Cash Flow (Note) 98,378 123,682 47,887

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




Revenue Mix % vs Gross Margin - QoQ
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KGD Revenue Mix - QoQ

KGD Revenue Analysis-By Application
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MARKET OVERVIEW



GCS Products

Brand Name Opto ]
Electronics L ) (Known
r \ Good
Opto )
LD
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GCS Brand Name Products (KGD):
Applications & Markets

[ PD, MPD, APD, VCSEL, LD ]

Consumer LTE
BASE
STATION

40G "AOC

100G HDMI 4G
200G Mobile 4.5G

400G Wearable 5G
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Wafer Foundry Business

Value-added Customer Delight
Wafer Foundry Services

Power Opto- Consumer
Electronics RF Electronics  Electronics

cia : ,,‘.h'. \ &7 4 17 N
AN

4”/6” 4” 6” 2”/3”/4”
FAB FAB FAB

We provide Best Outfit for customers’ product!
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RF Foundry Products:
Applications & Markets

RF Wafer Foundry

, GaN/Si - GaN/SiC HEMT
Wireless
(Mobile & Infrastructure
(V2 W
(& A

Base Station Wifi
Mobile Phones 802.11AC
4/4.5/5G 802.11AX

E GaAs (HBT, PHEMT), }







Optoelectronics Foundry:
Applications & Markets

Optoelectronics Wafer Foundry

” APD, VCSEL, FP/DFB LD,
EML, 2D Image Sensors
Photonic Integrated

Circuits......
VCSEL/DFB VCSEL/APD VCSEL VCSEL
EML/PIC LD Imager (3D Sensing)

LD
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Consumer Electronics Foundry:
Applications & Markets

Consumer Electronics Wafer
Foundr
v

VCSEL (3D Sensing)
LD
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GCS Processes for 5G

< Sub-6 GHz
» 0.25um - 0.4um GaN HEMT for BTS PA

> P3 InGaP HBT for handset PA

» If phased array is needed, HBT-PIN switch for single-chip
PA-Phase Shifter

» BAW for >2GHz RF filters
s mmW (28 - 40 GHz)
» 0.15um GaN HEMT for BTS wide band PA
» InP HBT for handset PA
» InP HBT-PIN switch for single-chip PA-Phase Shifter
> 0.25um InP HEMT-PIN for single-chip LNA-Phase Shifter
> InP BIHEMT for single-chip PA/LNA/Switch/Phase Shifter

20



GCS IS READY FOR 5G

Super High
High Frequency
Linearity PHEMT and
HBT InP HBT
Process Processes

High
Frequency
BAW
Filters
Process
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GCS IS READY FOR 400G

100G/ 200G in production

400G: PAM4 8x50Gbps, 4x100Gbps

25G/100G VCSEL coming soon
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Overall Market

Sales ($M)
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Global Sales of Optical Transceivers (ccs)

N/

Global sales of optical transceivers by application
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PON Market

Worldwide FTTH revenue by technology
B Active Ethernet BENGPOMN-Z BmXGS5-PON
isMy | W2.5G GPON H10GEPON H1GEPON

o 000

- 8,328.6 8,321.0
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I 7,468.4 ]
I
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Kagan, a media research group within the TMT offering of 58P Global Market Intelligence, estimates.
2017 5EF Global Market Intelligence. All rights reserved.
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- Asia Pacific: -9% (especially China OLT and ONU down)
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MDC Capex

Hyperscale Operator Capex Growth

Top5
Spenders

Q12018

25

Google
Apple
Microsoft

Facebook
Amazon
Other Top 10
Alibaba, IBM,
JD.com, NTT,
Tencent
Others
Baildu, eBay, Oracle,
PayPal, Salesforce,
i SAP, Yahoo/Oath, etc

3 & 8

20
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Worldwide Capex per quarter ($B8)
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Q315
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Q117
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Q118

Q115

Source: Synergy Research Group
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400G

“First Silicon” 64x10G,  32x40G, 32x100G, ©4x100G  32x400G, add 2+ years for production
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400GhE is very
unlikely to retrace
the 40GbE curve?

Shipements (Units)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
——10GbE 10km  =——40GbE 2 km =——=100GbE 2km 400GbE 2 km

2017 - 2.9M pcs
2018 — 5.0+M pcs
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Q&A
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For further inquiry
mvestors@gcsmcorp.com

Welcome

0 Optica

Connectivity
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