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Market Analysis

Current SITE Industry Development

In 2018, with the global economy rising steadily and continuous brisk trades, Taiwan’s exports and its overall
economy benefited. However, unlike 2017, the growth model in 2018 is driven by domestic demands (domestic
consumption, investment), the contribution of exports to the growth of the economy has slightly declined, but still maintain
a positive growth. According to the data of the Directorate General of Budget, Accounting and Statistics (DGBAS),
Taiwan’s economic growth rate in each quarter is 3.15%, 3.29%, 2.27% and 1.78% respectively, and is estimated to be
2.41% in 2019.

Looking back at the global economic market in 2018, the US-China trade war is the most influential and in width and
depth in 2018, and global economic growth will continue to be affected by it in 2019.

SITE Market Status

By the end of 2018, there were a total of 859 onshore mutual fund listings with the asset size of NTD2.5719 ftrillion
and 56 private placement fund listing with the total asset size of NTD37.6 billion. As for discretionary investment business,
a total of 802 discretionary investment contracts with the total amount of NTD1.8662 trillion were issued. Overall, the
total asset under management stand at NTD4.4787 trillion. Compared with the same period in 2017, the scale of the
overall asset management has increased by NTD371.7 billion, the asset scale of all funds including mutual funds,
private placement fund and discretionary investment business have also increased. International event continues to
happen in 2018, but the size of the mutual funds still increased by NTD253.4 billion, including international investment
in multiple asset funds, ETFs and general yield bonds have grown the most with an annual growth rate of 239%, 186%
and 92% respectively. The growth scale is most significant with NT350 billion for the international ETFs, followed by the
international investment in general yield bonds that increased by NTD95.6 billion. The size of the mutual funds deducting
the currency type of the vacant idle funds, the ETFs has leap to be the largest investment fund, which is highly favored
by investors. In addition, multiple asset funds at the end of 2018 was NTD38.5 billion (an increase of 238%). It is obvious
that the demand of domestic investors seeking new changes and new commodities is increasing.

Future Prospects: Strategies and Expectations

Global competition is one of the major trends in the industry, and under the relaxation of rules and regulations,
the SITE businesses must continue to strengthen their capacity in innovating its products and services to meet greater
market needs. Therefore, in accordance with the global political and economic situation and trend of financial technology,
the Association will plan and promote related business, from the money flow, product design and implementation of
declarations and other prospective, with reference to the United States, Indonesia, Singapore, Australia and other
international practices, and to deliberate on how to guide the returning funds to input in the substantial industry
and related supporting measures. Furthermore, through the algorithm, SITE and SICE businesses need to provide
discretionary investment businesses with automated tools, where investors can obtain certain quality of investment advice
and financial services with a lower cost. At the same time, the Association will continue to promote the self-directed
pension plan mechanisms for labors, the Taiwan Individual Saving Account (TISA), so that the public can increase the
chances of increasing the rate of return in the accumulated pension period.
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Current SICE Industry Development

By the end of 2018, the Association has a total of 82 Securities Investment Consulting Enterprise (SICE) members.
Moreover, a total of 75 SITEs, trusts, securities and futures companies running concurrent securities investment
consulting businesses. According to the different business types, 16 SICEs operating as master agents of offshore funds,
and 14 SICEs running concurrent futures consulting business, and 19 SICEs operating discretionary investment business.
The current securities and investment consulting industry development is summarized as below:

Deregulation To Inject Vitality Into the SICE Industry

After many years of proposals, the competent authority finally agrees to open up for SICE businesses to purchase
the securities investment trust fund for investors in their own name. This will make it more favorable for the investment
businesses to serve as a fund sales organization to provide more diversified services. At the same time, in order to protect
the interests of investors, Article 16.1 is added into the “Securities Investment Trust and Consulting Act”, stipulating that
the assets acquired through the investments made under the name of the SICE businesses on behalf of the investors
shall be independent of the company’s own property.

In response to the booming development of the financial technology (FinTech), SICE businesses can directly provide
automated tools for more efficient securities investment consulting services to customers at a lower cost without acquiring
additional approval from the competent authority. In addition, the SICEs are allowed to provide FinTech consulting and
consulting services in connection their automated investment consulting services, for this will allow the different business
models of the SICE businesses to operate and is more beneficial to industrial development.

Balanced Funds and Emerging Market Funds Favored by Domestic Investors

By the end of December 2018, a total of 40 companies are master agents of offshore funds with a total of 1,035
offshore fund listings approved by the competent authority. Offshore funds held by domestic investors amounted to
NTD3.186 trillion, a decrease of 8.84% compared to the NTD3.495 ftrillion at the end of 2017, but it hit a record high of
NTD3.550 trillion in the middle of the year.

Although the amount of offshore funds held by domestic investors has been reduced due to the fluctuations in the
financial market, investors are still confident in the offshore funds in terms of the amount of net claims, the annual net
purchase amount is NTD88.9 billion. According to the analysis of the fund types, balanced funds are mostly favored by
domestic investors. The net purchase amount is NTD160 billion in 2018, and the amount held by domestic investors
stands at NTD503.4 billion, an increase of nearly 20% over the previous year. The net purchase of the emerging market
bond funds is NTD72.5 billion, the amount held by domestic investors stands at NTD418.1 billion. In addition, although
high-yield bond funds suffered a net redemption of NTD116.2 billion in 2018, but the amount held by domestic investors
still maintains at a level of NTD740.7 billion. Equity funds held by domestic investors stand at NTD1.109 trillion, a
decrease of NTD184.7 billion compared with the previous year.

Considering the diversification and convenience of the current financial information channels, it is also beneficial
to the robo-advisor business development. The competent authority amended the “Regulations Governing Offshore
Funds”, opening up for SICE businesses with information equipment to obtain real-time investment research information
relating to offshore funds to directly apply for the operation of offshore fund business, for it may no longer need to sign
an information cooperation agreement with master agents, allowing SICE businesses to provide analysis and advice in a
more professional and objective role. In addition, the maximum number of applicants for offshore private placement funds
has been relaxed from 35 to 99 applicants.

The upper limit of offshore fund investment ratio on mainland shares was finally relaxed after ten years. Considering
that the international index preparation company successively increased the weight of A-shares in the relevant index, and
in order to enable the SICE businesses to have more flexibility in operating the funds, at the end of 2018, the competent
authority announced that the proportion of offshore fund investment in mainland shares will be increased from 10% to
20%, and for those who meets the “Plan to Encourage Stronger Business Ties in Taiwan for Offshore Funds”, the ratio will
be increased from 30% to 40%, effective from January 4", 2019.

ISR | 25



@ @ @ 2018 ANNUAL REPORT | EBIEF H Rt &

EXEHIsE S

HE20I8FE  REEXR (SHE ) KEZRZTREEZHZYEAS 265 4 - RFEELIEF 395 87 - #2017
FHER - EROECRD 1254 - BREZVERBMAOS0RE  TRREASRERBEERAETEZTREEZFNER
WEURD - RBFEEZOHMERN 18 4 - BRTZYEH|ARIEN 108 B - RREXARBDZ LT BEEF
LHEFRIEM -

EEERS 107 F1 A3l HEERAHZRERBAER] 'EFREGTFEEFREPESELCETHRAR
BEEXBEEWE, - BRSIRIEXREXRBEZEZTEARERF  BRAEBAEEEERE  ANEZEZTRERE
ZEPURERMBBEEREINEZEXERERBEMEIREEECHEREREL  RESXARBEIXRETEZE
FETHNEEZTREEEZRE -

BIUZEZARBEFERETANER  EEREARBEXERZAMREEEREARS - HOHWF - RE -~ 91T
B@sg 2 BEIERABZEHGIE - WERENT  REXRERFEREY -

HEERM—FNATIEXRBEARLANE - BEURARE  BUEFRAXREREAARBERNER - 2E
AHEEBRFEAREENGKY  BIFRBXRNIBARTESBI RPN REZTREREY  NRRERBFEZNES
ZERBNRE  FRAB—FHNREREREE  FAXEBRIEACSEREENRERE -

26 | —O+t%E EiR QQO .

¢ @

Discretionary Investment Business

By the end of 2018, SICEs (including concurrent business) operating discretionary investment contracts stand at
265 cases with the total amount of NTD39.5 billion, a reduction of 125 cases compared to 2017, but the total contract
amount increased by about NTD5 billion. The main reason for the reduction in the numbers been that concurrent SICE
businesses reduced its discretionary investment businesses, the number of SICE business contracts has only increase by
18 cases, but the total contract amount increased by NTD10.8 billion, the growth rate is about 70%, which increased the
total contract amount.

The Financial Supervisory Commission (FSC) will correspond with the amendment of the SITE and SICE regulations
to amend the “Regulations Governing the Conduct of Discretionary Investment Business by Securities Investment Trust
Enterprises and Securities Investment Consulting Enterprises” announced on January 31%, 2018. In order to attract
professional offshore fund institutions to entrust domestic SICE businesses to operate and expand the scale of domestic
asset management, if the client of the discretionary investment business is a professional investment institution as
defined in the “Financial Consumer Protection Act” (FCPA) and the entrusted investment assets have been designated as
a custodian institution, SITE or SICE businesses will voluntarily make arrangements with customers on management of
entrusted investment assets.

In order to facilitate for a more efficient discretionary investment operation process, the Association amended that
the SITE or SICE businesses using entrusted investment assets for investments or transactions, methods, decisions,
implementations and review methods shall be formulated in the internal control system and is implemented to make the
professional investment operation more flexible.

In addition, considering companies operating under a year with business not yet on the track and with unstable
revenues, and may require a large amount of fixed costs and related start-up costs, which may not meet the conditions
that the net value per share is not lower than the denomination. In order to facilitate the establishment of a new business
to apply for a discretionary investment business in response to the market demand, the condition for SITE and SICE
businesses to conduct discretionary investment business is relaxed. SITE and SICE businesses operating under a year
are not subjected to the condition that the net value per share is not lower than the denomination.
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