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Market Analysis

Current SITE Industry Development

Looking back at the global economic market in 2019, although affected by the US-China trade stalemate, both the
stock market and the bond market rejoiced. For example, the MSCI World Index and the S&P Index rose nearly 30%
throughout the year, and the Nasdaq Index rose even more to 35.2%, the MSCI Emerging Market Index rose 18.9%, and
the FTSE Europe Index rose 19.78%.

According to the data of the Directorate-General of Budget, Accounting and Statistics, Executive Yuan, the economic
growth rates in the first three quarters were 1.71%, 2.40%, and 2.99% respectively, and the forecast economic growth
rate for the fourth quarter is 3.38%.

SITE Market Status

By the end of 2019, there were a total of 978 onshore mutual fund listing with the asset size of NTD4.0046 trillion
and 65 private placement fund listing with the total asset size of NTD39.5 billion. As for discretionary investment business,
a total of 702 discretionary investment contracts with a total amount of NTD2.0074 trillion was issued. Overall, the total
asset under management stands at NTD6.0671 trillion. Compared with the same period in 2018, the size of the overall
asset management has increased by NTD1.5884 trillion, the size of mutual fund has exceeded NTD4 ftrillion, an increase
of 56%, setting a new high over the years. Among them, the exchange traded funds (ETF) and international investment
in bond funds have grown the most. By the end of 2018, the size of the exchange trade funds (ETF) is NTD724.4 billion,
and by the end of 2019, the size is NTD1.6703 trillion, an increase of 131%. The products include a variety of options,
including industrial, high dividend, leveraged / inverse ETFs, high interest and low volatility. Under the market fluctuations,
ETFs with the characteristics of risk diversification and transaction convenience have changed the investment and wealth
management habits that were mostly allocated through active funds in the past. The size of the international investment
bond funds at the end of 2018 was NTD352.8 billion, and the size at the end of 2019 was NTD611.7 billion, an increase of
73%, indicating that the trend of income-oriented commodities favored by domestic investors has not changed. The size
of the stock funds at the end of 2018 was NTD488.8 billion, and at the end of 2019 was NTD579.0 billion, an increase of
18%. Due to the decline in investors’ bargains, the net redemption for the year was NTD42.5 billion.

In 2019, the timely relaxing of a number of policies by the competent authority, joint effort of the SITE industry, and
the investment fund market brought about major developments in the industry, such as the “Good Retirement — National
Member Choice Pension Project” from FundRich Securities, which was officially launched on July 31%, encouraging
the people to purchase investment funds on the experimental platform with a fixed amount on a regular bases and
to accumulate retirement funds in the form of reduction and exemption of subscription fees and managing fees. “The
Management, Utilization, and Taxation of Repatriated Offshore Funds Act” and related sub-laws that came into effect
August 15" stipulating that individuals and profit-making businesses engage in financial investments such as government
bonds and investment bonds within the 25% limit of funds deposited in special accounts after deducting taxes, in order to
guide repatriated funds for long-term investment and not for short-term operations. The deregulation allows the investors
to subscribe the investment fund in NT dollars through an electronic payment account, meeting the needs of the public to
use the electronic payment accounts in the growing trends of increased purchasing and transfers.

Future Prospects: Strategies and Expectations

In response to the problem of aging populations and insufficient pensions, the Association will continue to promote
the open management of self-directed pension plan and Taiwan Individual Savings Account (TISA) mechanism, with a
view to increase opportunities for the public to increase their returns in the cumulation of pension fund. Cooperate with
the competent authority to discuss specific laws and regulations on the issuance of REITs with a fund structure, and to
join the Asia Region Funds Passport (ARFP) mechanism for concrete and feasible plan, to help expand the size of assets
under management and promote the investment funds to enter the international market. Discussion on the feasibility of
converting investment funds to subscriptions to calculate the redemption price and the number of purchase units based
on the net value of the conversion day, and also to discuss the plan to replace paper filing of the monthly reports of
fund with electronic filing to save paper printing, mailing, storage and storage costs, and others, allowing Taiwan’s asset
management industry to show new opportunities.
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Current SICE Industry Development

By the end of 2019, the Association has a total of 84 Securities Investment Consulting Enterprise (SICE) members.
Moreover, a total of 69 SITEs, trust, securities and futures companies running concurrent securities investment consulting
businesses. According to the different business type, 15 SICEs operating as master agents of offshore funds, and 14
SICEs running concurrent futures consulting business, and 22 SICEs operating discretionary investment business. The
current securities and investment consulting industry development is summarized as below:

Relax the Restriction on Concurrent Employment of Investment Consultant and
Strive to Apply the 2% Business Tax Rate

Restrictions on the concurrent employment of securities investment consultant, the competent authority has
gradually relaxed the relevant restrictions in response to the business needs. In 2019 personnel engaged in internal audit
and compliance with law and regulations in investment and investment undertakings may be allowed to concurrently serve
in the similar positions in domestic financial technology, domestic insurance agent, and domestic insurance brokerage
subsidiaries affiliated with a domestic SICE. Furthermore, compliance, risk management, and accounting personnel of
SICE may concurrently service in similar positions in the parent company.

In addition, all the business income (including consultant income, fund sales income, discretionary income and
other related businesses approved by the competent authority, etc.) operated by the proposed investment consulting firm
is compared with the applicable business tax rate of 2% for the securities industry. After many years of deliberation, in
accordance with the Ministry of Finance (MOF) Decree No.10804580700 of Taiwan Finance and Taxation Regulations
and the National Taxation Bureau of the Northern Area (NTBNA), issuance of Explanatory Decree No.1080031418,
Article 4, by the MOF on August 21% 2019, from July 1%, 2019, the SICE businesses shall apply the business tax rate
of the securities industry as stipulated in Article 11(1) of the Value-added and Non-value-added Business Tax Act. The
2% business tax rate is also applicable to the relevant income from the operation of SICE and discretionary investment
business.

Public Holding of Offshore Funds Hit a Record High

By the end of December 2019, a total of 40 companies are master agents of offshore funds with a total of 1,005
offshore fund listings approved by the competent authority. Offshore funds held by domestic investors amounted to
NTD3.647 trillion, an increase of 14.5% compared to NTD3.185 ftrillion at the end of 2018. The net purchases for the year
totaled to NTD226.4 billion.

The global stock and bond market in 2019 performed unexpectedly well, and the amount of offshore funds held
by domestic investors also hit a record high. According to the analysis of the fund type, fixed-income funds are mostly
favored by domestic investors, with net purchases of NTD358.6 billion, and the amount held by domestic investors stands
at NTD1.89 ftrillion, an increase of 23% over the previous year. The net purchase of the emerging market bond funds
and aggregate bond funds have more than NTD100 billion net purchases. High-yield bond funds also continue to have a
net flow of funds. Balanced funds made a net purchase of NTD17.6 billion in the year, and the amount held by domestic
investors stands at NTD552.9 billion, an increase of nearly 10% over the previous year. Although equity funds redeemed
in the year is NTD142.6 billion, the amount held by domestic investors still reach NTD1.16 trillion, an increase of 5% over
the previous year.

Index providers from various countries successively announced that it would increase the weight or planning of
A-shares from mainland China in the relevant index compilation. Following this trend, the restrictions on offshore funds
investing in securities in mainland China for many years have finally been relaxed, from the original offshore fund’s net
asset value of 10% to 20%. Those who meet the preferential measure for their commitments can choose to relax all
offshore funds raised and sold domestically within one year within the accreditation period to 40%, or permanently relax
the ratio of a single offshore fund to 40%. This relaxation gives offshore fund operators more operational flexibility.

In order to expand the private placement offshore fund business, the Financial Supervisory Commission (FSC)
issued Decree N0.1080321527 that domestically appointed institutions that open offshore funds may engage in private
placement with the trust industry through a money trust on July 18", 2019. In this way, the SITE and SICE industry
can cooperate with the trust businesses to introduce high-quality foreign products into the country and provide them to
qualified applicant which will help increase the size of private placement offshore funds.
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Discretionary Investment Business
By the end of 2019 SICEs operating discretionary investment contracts stand at 165 cases with the total amount of

NTD32.3 billion, an increase about 20% compared to 2018. Among them, discretionary investment-oriented investment
entrustment grew most rapidly, and contract amount increase nearly 30% compared with the previous year. On the
concurrent business operating discretionary investment contract, the number of contracts and effective contract amount

have been significantly reduced.

In recent years, the discretionary investment business has developed vigorously, and the SICEs who have been
silent for many years have begun to move, including existing SICEs or new SICEs, which have successively applied for
the operation of discretionary investment business, and in 2019, the competent authority approved three SICE businesses

to operate.

At present, the most popular business is the robo-advisor business (securities investment consultant business
provides securities investment consultant services with automated tools). If the SICE requires customers to perform

rebalancing transaction services, and their transactions exceed the original agreed target for the investment and the

overall profit and loss of the investment portfolio, or deviates from the originally agreed ratio, the situation where it

‘been im| d automatically without the consent of the investor involves concerns that touch on the discretionary

has completed discussions and analysis with the SITEs and SICEs, as well as

> the competent authority for reference.




