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Market Analysis

Current SITE Industry Development

In 2020, the GDP of various countries shrunk as a result of the COVID-19 pandemic, however, remote work,
remote meetings, remote education, and other related industries in response to the pandemic have rapidly grown. As
for the financial market, under the relaxation of monetary policies of various governments, all major stock markets saw
considerable gains in 2020. For example, the S&P 500 Index of USA rose 16.3%, the MSCI World Index rose 16.8%,
MSCI Emerging Market Index rose 18.7%, TAIEX Total Return Index rose 27.12%. According to the Directorate-General
of Budget, Accounting and Statistics of the Executive Yuan, the economic growth rate of Taiwan in the first three quarters
were 1.59%, -0.58% and 3.92% respectively. The momentum from the third quarter is expected to be maintained In the
fourth quarter.

SITE Market Status

By the end of 2020, there were a total of 980 onshore mutual fund listings with an asset size of NTD4.5232 trillion
and 68 private placement fund listings with the total asset size of NTD48.2 billion. As for discretionary investment
business, a total of 752 discretionary investment contracts with the total amount of NTD2.4337 trillion were issued. The
total asset under management of the SITE industry stands at NTD7.0238 trillion. Compared to the same period in 2019,
the scale of the overall asset management has increased by NTD956.6 billion, the size of mutual fund has exceeded
NTD4.5 trillion, with an increase of 13%. According to the type of funds, the largest increase was the scale of the domestic
money market funds, domestic ETFs, domestic equity funds, increased by NTD227.2 billion, NTD134.2 billion, and 80.8
billion respectively. The largest reductions were on the international investment bond ETFs and international leveraged/
reverse ETFs, with a decrease of NTD81.1 billion and NTD20 billion, indicating that investors favor risk-weighted assets.

The timely promotion of several policies by the competent authority in 2020 and the effort of the SITE businesses,
the investment fund market resulted in a number of important deregulations, including the allowance for fund of funds to
engage in securities-related commodity transactions that increase investment efficiency. Relax the application indicators
on the SICE Leap Forward plan, that include taking into account of the different development strategies of each SITEs
and the issuance of passively managed funds in recent year, the evaluation criteria for the exclusion of stock funds index
have been added in the “The Scale of Asset Management Funds and Growth Situation” to encourage SITE businesses
to apply. To facilitate the recruitment and cultivation of talents, relax the discretionary asset management experience to
be included in the calculation of the fund manager’s experience in managing the same type of funds or similar assets.
Relax the method of exercising voting rights in the beneficiary meeting, in addition to exercising voting rights in writing
as originally scheduled, voting rights can also be exercised electronically. It is agreed that the monthly report of the funds
can be submitted electronically to simplify the reporting and signing of the monthly report and reduce the use of paper to
comply with the environmental protection policy.

Future Prospects: Strategies and Expectations

SITCA's main focus in 2021 will be on continuing the promotion of policy relaxation in the member-choice investment
business, hoping that with the advent of the low-interest rate era and the successful promotion of the “Good Retirement
— National Member Choice Pension Project” from FundRich Securities, the discussion and opening of this bill in the
Legislative Yuan will be accelerated. Furthermore, continue to recommend the establishment of Taiwan Individual Savings
Account (TISA) mechanism, so that labors can prepare for the third pillar pension fund when the two major pension
pillars, such as the social insurance and occupational pensions are insufficient to provide adequate retirement funds.
Additionally, in alignment with the amendment of the Securities Investment Trust and Consulting Act, deliberate the
relaxing of the Real Estate Investment Trust (REIT) related sub-laws and the self-regulatory regulations of the Association
to promote the development of REITs market and rejuvenate the capital market. SITCA suggests industry oeprators
to provide customers with rebalancing trading services based on the investment recommendations provided by the
algorithms, and provide investment consulting services development with automated tool, so that the new opportunities
will show in Taiwan’s asset management industry.
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Current SICE Industry Development

By the end of 2020, the Association has a total of 84 Securities Investment Consulting Enterprise (SICE) members.
The rest of the industry is composed of a total of 75 SITEs, trust, securities and futures companies running concurrent
securities investment consulting businesses. Categorized according to the different business types, 15 SICEs operating
as master agents of offshore funds, 14 SICEs running concurrent futures consulting business, and 20 SICEs operating
discretionary investment business. The current securities and investment consulting industry development is summarized
as below:

Relax the Scope of Services for Professional Institutional Investors Consulting on

Foreign Securities

In order to expand the scope of services for professional institutional investors and simplify the administrative burden
of application operations for the industry, SITCA submitted a proposal that was accepted where the Financial Supervisory
Commission (FSC) issued Decree No.1090361101 on April 15", 2020. The decree states that the appointees are open
to the appointment of professional institutional investors and those who have been approved by the competent authority
of the target business to invest in foreign securities is not subjected to the restrictions of the foreign stock exchange
designated by the FSC and the credit rating. The competent authority also agreed to add to the “Application Form for
the Scope of Foreign Securities for Investment Consulting Services (the appointing person is a professional institutional
investor)” that benefits the development of advisory foreign securities business for SICEs.

Relax the Restrictions on Full-Time Consultant and Assist the Industry to Recruit

Diverse Talents

In view of the international trend in the diversified development of the financial market and digital finance,
SICE business has a need to recruit cross-disciplinary talents to assist in business transformation or enhance its
competitiveness. In order to assist SICEs to recruit diverse talents, the FSC revised the requirements for the qualifications
for positions such as the department heads with SICEs and branch manager and added that those with a certain degree
of work experience or above with good grades in the professional fields such as information, technology, law, e-commerce,
or digital economy, may serve as the head of SICEs and branch manager and other positions.

The Scale of Robo-Advisor Has More Than Doubled

In recent years, robot financial management has taken off internationally, and domestic players have also rushed
to invest. By the end of 2020, there are 13 domestic SICEs, SITEs, and banking companies have used automated
tools to provide Robo-Advisor services to 86,000 customers, with an increase of 1.6 times compared to the previous
year. The scale of assets is NTD2.5 billion, an increase of 1.4 times compared to the previous year. Due to the current
implementation of the investment group, the rebalance regulations are stricter, and customer’s consent is required when
it is different from the original agreement. In response to the development trend of the financial technology and the
implementation of inclusive finance, the FSC will also further relax business-related regulations and SITCA is currently
instructed to deliberate on this.

Businesses have Strengthened Work Related Operations to Off-Site or Work from
Home in Response to the Pandemic

Impacted by the COVID-19 pandemic, financial companies must response to their business operations. To enable
SICE businesses to be able to perform business operations normally under the condition of information security when it
is necessary to work in a remote or home office, and at the same time reduce the company’s business risks and prevent
conflict of interest, SITCA has stipulated the “Operation Guidelines for SITE and SICE Businesses Adopting Remote
Backup Office or Home Office in Response to the Pandemic” for the industry’s reference.
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Public Holding of Offshore Funds Continue to Hit A Record High

By the end of December 2020, a total of 40 companies are master agents of offshore funds with a total of 1,011
offshore fund listings approved by the competent authority. Offshore funds held by domestic investors amounted to
NTD3.693 trillion, an increase of 1.26% compared to NTD3.647 trillion at the end of 2019. The net subscriptions for the
year totaled NTD80.5 billion.

The global market experienced erratic volatility impacted by the COVID-19 pandemic, with the financial market
seeing panic plunges and skyrocket rallies. The amount of offshore funds held by domestic investors continued to hit a
record high, showing that investors still have confidence in offshore funds. According to the analysis by fund type, equity
funds and fixed-income funds are favored by domestic investors. The net subscription amount of the equity funds is
NTD15.7 billion, and the amount held by domestic investors stands at NTD1.32 trillion, an increase of NTD146.8 billion
from the previous year. As for the fixed-income funds, the net subscription for the whole year is NTD85.4 billion, and
the amount held by domestic investors decreased slightly from NTD1.89 trillion to NTD1.81 trillion. According to the
beneficiary types, the amount of other omnibus trading accounts increased by NTD23 billion in 2020, that means an
increase of 23.23% over the previous year. It is obvious that the investment channels for public investment in the offshore
funds has changed, from the past mainly through non-discretionary money trust or security firms are entrusted to buy and

sell foreign securities has gradually shifted to trading through SITEs, SICEs or fund platforms.

Discretionary Investment Business

By the end of 2020 SICEs operating discretionary investment contracts stand at 185 cases with the total amount of
NTD39.4 billion, an increase about 20% compared to 2019. Among them, discretionary investment-oriented investment
entrustment grew most rapidly, and the contract amount increased nearly 30% compared to the previous year. On
the concurrent business operating discretionary investment contract, the number of contracts has slightly reduced but
effective contract amount has increased by 2.7 billion, an increase about 40%.

The central bank is relaxed the dealing of foreign currency investment policies for discretionary business to allow
investment in domestic equity funds denominated in foreign currencies, but the investment amount shall not exceed 5%
of the net asset value of the discretionary investment account.

In order to strengthen the management of conflicts of interests within the SICEs, SITCA revised the “Guidelines for
Conducts of Personnel of the Securities Investment Consulting Enterprise”. SICEs operating discretionary investment
business shall clearly define the management regulations for the use of information and communication equipment in the

office to facilitate the implementation of the management and control of the conflict of interests among the managers.
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