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Overview on the Real Estate Market

According to statistics from the Department of Land Administration,
the six Special Municipalities in Taiwan had seen a transaction total of
156,700 housing units in the first three quarters of this year, showing
an annual increase of 4%. From the annual growth rate of the first
three quarters, Taipei leads with a 16.9% growth, followed by Tainan's
I'1.7%. New Taipei City, which has the largest transaction volume in
Taiwan, also showed an increase of 9.2% in volume, and the overall
housing market momentum is on a steady rebound. In terms of annual
total transaction numbers, New Taipei City had the highest number
with 3,582 units, followed by Taipei City with 2,901 units. However,
"My Housing online", the representative indicator of the new housing
market for Northern Taiwan, only scored 31.2 point for September
2018, showing a slight increase of 0.3 compared to August, and is still
showing a corresponding blue light. This is the 2nd consecutive month
of blue lights, and it's a first in the recent six months. Among the six
statistical indicators from "My Housing online", only the number of
advertisements increased, the number of people searching for houses
fell, and the other four indicators remained the same as in August. The
housing market in Northern Taiwan did not see a significant rebound
after the traditional "Ghost Month". The upcoming election, political
uncertainty and the high housing unit price remain the three main
reasons for the market's lackluster performance. On the other hand,
pricing has seen negligibly small changes in September, showing that
housing developers are experiencing limited profit margins. However,
the number of advertisements released has seen a significant increase.
In September, the number of advertisements reached a total of
18,900, an increase of about 6900 compared to August. The monthly
incremental rate has increased more than 50%, showing a visibly
stronger marketing effort from the housing developers.

In terms of the highly anticipated "928 sales period", according to the
statistics of the housing exhibition, this year in Northern Taiwan the
housing market rose to NT$ 144 billion during this period, which is an
increase of about 15.3 billion, or an annual increase of | 1.9%, setting
a record high for the last five years. Although the promotion effort
for this year's 928 sales period is still strong, the market trend has
obviously changed. During the first eight months of this year, there was
a focus in Taipei City aimed at people looking to upgrade, and large
units became the main products. However, the sales of these large units
only accounted for 27% of total sales this year, (which meant only 3
units sold for every |0 marketed). During the 928 period, developers
returned to mid and small sized units, quickly abandoning large units.
New Taipei City saw the largest number of units offered during the 928
period this year, totaling about NT$ 71 billion, followed by Taipei City's
NY$ 27.3 billion. Taoyuan ranks third with NT$ 26.8 billion while Yilan,
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which has seen a recent market decline, has shrunk to only about
NT$ 600 million. The number of 928 period offerings in Taipei City
was small. Amongst them, "Jimei Daan Garden", "Taidahua" and
"Dali 101" were all delayed offerings, accounting for nearly NT$
10 billion. In terms of units offered, Neihu District is expected to
launch the most units, announcing 4 developments to the public. In
terms of pricing volume, Daan district has led with offerings worth
more than NT$ 70 billion in total. New Taipei City and Taoyuan
offerings tend to concentrate in rezoned areas: New Taipei City
has the largest numbers in Xinzhuangtougian, Xindianyangbei and
Tucheng Suspended Development Zones. Taoyuan buildings are
also concentrated around in the rezoned area including Taoyuan
Zhonglu and Guishan A7 Station which covers about NT$ 13
billion, accounting for nearly half of the city's total number of

offered units.

In Taipei City, according to the statistics from the Department of
Land Administration, there were 2,179 registered transaction cases,
showing an increase of 219 units from last month's 1,960 units
and an increase of |%. compared to the same period last year
The total number has increased by |1.9%, with 231 units more
from last year's 1,948 units. In September, Zhongshan District,
with 313 units, ranked number | in housing transaction numbers
within the 12 administrative districts of Taipei City, while Beitou
and Neihu ranked second and third with 259 and 255 respectively.
The distribution of transaction volume represents the continuous
consolidation of the housing market in Taipei. The lower priced
areas such as Zhongshan and Beitou are still the main sales
areas. Furthermore, Shipai, Xinbeitou, and Qiyan rezoned area
transactions have all contributed to the total transaction volume in
these areas. In terms of house prices, due to the lowering supply
of older housing units available in the Greater Taipei area, the
pricing remains fixed and high. After the government had relaxed
its stance on the housing market, this September in areas like Xinyi
has seen a steady housing index rise of 6% compared to last year.

Overview on the Overall Economy

Chung-Hua Institution for Economic Research (CIER) announced
the latest Taiwan economic growth rate forecast. Due to the
continuous reaction of the US-China trade war, economic growth
will slow down in the second half of this year However, foreign
trade performance exceeded expectations. In the second half of
this year, Taiwan's economy is looking to maintain growth of more
than 2% which is a higher than expected figure compared to last
year. The growth rate in the third and fourth quarters is expected
to be 2.1% and 2.03%, respectively. Combining the 3% from the
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first half of the year, the annual economic growth rate is estimated to
be 2.61%. Nevertheless, due to the US-China trade war and the recent
volatile global financial markets, the forecast for economic growth
next year will slightly decrease from the previous 2.23% to 2.18%. In
terms of foreign trade, the continuous rise in international oil prices
affecred the export of related raw materials, items such as chemicals,
plastics and rubber products have seen increased production rates,
and the growth rate of mineral products has remained high. The
export value in September was NT$ 29.621 billion dollar; the second
highest month in the history. Although communication, information
and electronic components products are still experiencing the export
peak season, due to the higher than usual comparative figure, the
annual growth rate of exports is turning negative. Overall Taiwan
annual exports growth rate has increased from [.88% last month to
2.61% this month. The total export amount for the first three quarters
of this year has increased 8.07% from last year, setting a record high in
the same period of previous years.

In terms of domestic consumption, due to Mid-Autumn Festival, the
gift-giving needs and new school year starting business opportunities,
online retail industry, food, and beverage performance have seen an
increase in purchasing. In addition, in the general merchandise retail
industry, the performance of supermarkets and volume retailers has
declined after the Ghost Month period. Moreover, with a higher base
than last year, the annual turnover growth rate of supermarkets has
turned negative, and the volume retailer's yearly growth has been
limited, causing the general retail annual growth to fall from 7.13%
in August to 3.58%. The overall retail sales in September increased
by 2.77% compared with the same period in 2017. Due to the
Moon Festival long weekend, the food & beverage sector has seen
an increase. Additionally, due to the Moon Festival occurring in a
different month this year, the comparative base is lower, resulting in
business revenue in September increasing by 7.70% compared with
2017. In total, the turnover for retail businesses between January
and September 2018 increased by 3.88% when compared with the
same period in 2017.The food and beverage sector increased by
4.95% and the cumulative turnover of retail and food and beverage
industry this year has seen the largest increase in nearly 4 years
and 7 vears respectively. In terms of price, due to the effect of 823
Southern Taiwan Flood, the annual rate of vegetable prices have risen
significantly, driving the annual increase rate of food prices to 2.46%
from 0.75% in the previous month. In addition, due to the continued
high international oil prices, domestic oil prices continued to rise, and
the annual growth rate of transportation and communications prices
continued to climb; however, the rate has slightly decreased compared
to last month. In September 2018, the overall CPI annual growth rate
rebounded from 1.54% in August to 1.72%, and the core CPl number,
excluding food and energy, has fallen from 1.36% to 1.20%.

Taiwan Real Estate Quarterly Review (2018 Q3) 5



REHRELLEIREHE

AKRBITIBEE NS EREF R

SEENTSHE) (Amount NT$Ibr) ESHRIEY (Rate)
1,000 2.5%
900

800 — P~ —r—— 2.0%
700 ot ™\

600 1.5%
500

400 1.0%
300

200 0.5%
100

0 0.0%

2 232 33 33 33 I3 9988553

§ 28 28 28 28 88 28 %2 8 %8 &

— EEENEE R BTN E%

Source: Taiwan Central Bank

BRIZRR - RIT

OB R(UESEIT) IR (%)
838 359 855
850 -
- 13%
800 - I
- 5%
750 -
- 1%
700 — - 3%
- 7%
650 -
- 11%
600 - . < 15%
NG A0 A0 5By O (G710 400 (3 (O AONTA G O NG 1O 40 (B \GP A0 0¥
e [ $2E — R

Source: MOEA

6 Taiwan Sotheby's Infernational Realty

BRI KBS

PR EMEFERNERFIERER W ER
TRE _E AR RL - 2018 FF 9 H B 88
CPI EHERM AR 1.54% BFZE 1.72% 0 11
BREy MEER /0 CPl BIFR 136% TBZE
1.20% °

FERTEMENSHE  RITAHMI AZEE
IRITHEEEENR (FE) BREEHKE 6 JK 8,706
20 BEEN (LR BREBHIEE | K
8020 87T BHAIFE L H =ik - HAP -
BEESMEFIEE 479% =2 22 18 B LRI
B TERMEREK629%BIAIT 41 @B H
& ARETRANEHRERRERNE - SELIK
EEEERFREAE 45% LI L 9 ARRSE
F—rFHERERAAMERSS 9 R 10 HE
BRAER  BEBEEEES  ~HE
BERRTIRE  REREFESHET L
Ft o B BELFIE » SRITRERIZEE &
HEBRFPIREEEEMNERKS| EELEE
F8 9 BREMER S AN 339 /it £
WHE 479%  BAIT 2 @AKHE - BEE™
EANFENZE—RABRHNES 9 A LERMNK
% | JK 8,020 fETT + EAEAE 23 B AMRFIE
B 0 9 AT ERIEREEER 8 AIEAN 195 BT -
BESFLIRE NRE&RZN—EA - B
FERKE 9 AL E/BRERFIEE 629% »
BAIT4 BRF =  ERERYHERNE
WE - MEFHE » ARITEFABREEFE
#3868 27T - A 183 @It EERAXA
B 0.006 8 EH 7 & » 5L _ERERKLE - BR
TEREEXFER ENAKTEI B
AMNBFLOIRENR R 579 87T B L
BRY  BHEEFAMEESRLEE 1
FABY156% BT 149% TR EEEEH A
WMEEEMREN - BERFAREERBERE
thEE 853% - MR BEREMINEZUBE

MRS (Q3 2018)

In terms of mortgage and civil construction loans, the Central
Bank announced that the total amount of residential loans
(mortgage) issued by the banks in September reached NT$
6.807 trillion, and the balance of construction loans (civil
construction loan) also increased to NT$ 1.8020 trillion, both
setting record highs. The annual growth rate of mortgage loans
has reached 4.79%, the highest in 22 months, and the annual
growth rate of civil construction loans has reached 6.29%,
setting a new 41-month record high, indicating that the housing
market is slowly on the road to recovery. The annual growth
rate of mortgage loans has been steady, holding above 4.5%
since the beginning of this year. In September, it went slightly
higher. On one hand, this was due to the Ghost Month effect
weakening. The Ghost Month ended on September 10 th, and
subsequently many residential units entered the market. Many
new houses were also delivered during this period, driving the
overall mortgage amount to increase. In addition, reaching the
end of the vear, the banks have begun providing preferential low
interest rates to qualified customers in order to attract more
mortgage loans and to boost business performance. This has led
to the amount of mortgages in September to increase by NT$
33.9 billion compared to August, reaching an annual growth rate
of 4.79% and a 22-month record high. With the housing market
entering the fourth quarter, which is generally considered to be
the peak season, the consolidated balance of civil construction
loans in September was NT$ 1.820 trillion. It has maintained
positive growth for 23 consecutive months. In September, the
consolidated amount of civil construction increased by NT$ 19.5
billion from August, which is the largest increase this year in a
single month. Looking at the annual data, the annual growth rate
of the civil construction loans balance in September was 6.29%,
which set a new 41-month record high, indicating increasing
housing developer activities. In terms of interest rates, the five
major banks have issued new mortgages worth NT$ 38.68
billion, a monthly increase of NT$ 1.83 billion, and the mortgage
interest rate has been reduced by 0.006 percentage points. This
is now on par with the historical record low and the banking
industry was aggressively pursuing more housing mortgage
business. As for the five major banks, the amount of mortgages
they wrote for Young Family Social Security Mortgages in
September was NT$ 5.79 billion, which was the same as last
month, but the ratio of the total new mortgage loans decreased
from 15.6% in the previous month to 14.9%. The main reason
was the overall new amount of mortgages slightly increasing. At
present new mortgage loans for owner occupiers is 85.3%. It can
be concluded that the current housing market is still based on

owner's self-occupation demand.
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speculation market and has introduced many beneficial
policies (reducing the land tax and housing tax, Taipei
City’s adjustment of luxury residential tax rate from
2 to 4 times to a fixed 1.2 times, and also increasing
new house standard unit price gradually over six years),
China has also enacted their version of the "Common
Reporting Standard", plus the US China trade war caused
many Taiwanese business to relocate back to Taiwan
due to cost concerns. The prices of luxury homes have
seen a visible rebound, and even an increase. In terms of
price, the latest price information reveals that the ONE
PARK Yuanli Xinyi Liangin in Da'an District has sold for
about NT$ 2.83 million per ping on the 28th floor this
year, setting the highest unit price for luxury homes in
the past three years. At the transaction price for the
28th floor of ONE PARK Yuanli Xinyi Liangin, the 31st
and 35th floor of the same building may exceed NT$
3 million per ping, setting records for the highest price
per ping in Taiwan history. Popular properties such as
the "Dunnan Apartment" in the Daan District and the
"Sherwood Fubon" in Zhongshan District continue to
have transactions. "Dunnan Apartment" was reintroduced
in August this year. The new buyer bought the 160.12
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ping on the 22nd floor for NT$ 21.8 million. After taking out NT$
4.5 million for parking space, the unit price is NT$ [.413 million, only
slightly lower than the highest price of the 24th floor, which is valued
at NT$ 14.45 million, becoming the second highest price. This property
has had 9 transactions this year alone, becoming the most popular
mansion in Daan District. Since the construction finished in October

2016 "Dunnan Apartment's" real-price registration has revealed |4
transactions for the property, including 9 this year, surpassing the
7 transactions of "Peace Garden" and becoming the most popular
mansion in Daan District, only trailing the 10 transactions in "‘Sherwood
Fubon’ in Zhongshan District. It temporarily holds runner-up position

in Taipei's luxury home market.

Although the prices of luxury homes have risen moderately, the overall
transaction volume is still trending at the low end. At present, there
are as many as 710 units of billion dollar homes for sale; however, real-
price registration has shown that in the first 7 months of this year
there have been only 76 transactions, which averages out to | | units
per month. Based on the current sales trend, it would take at least 64
months or around 5 vyears to sell all these houses. Looking at the total
volume of billion-dollar luxury homes in various counties and cities
this year, (under the statistics that excludes new units), Taipei, with
the highest selling pressure has only sold 9 units per month, which
would take five years to sell all its 599 luxury homes. The fastest selling
Taichung City would also need to take around three vyears to sell all
of theirs. The supply and demand of these luxury houses have vet to
reach a balance and the pressure for selling these homes remain high.
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Commercial Office Market

Continuing the trend from the first half of the year, the price for
commercial office properties in Taipei remains steady. Three large
commercial buildings are set to finish this year: Nanshan Square
(office area 32,177 ping), Cathay Minsheng Jianguo Building (office
area 10,714 ping) which were completed in the first quarter this
year, and the UDN building (office area 12,500 ping) which will also
be completed by the end of this year The new office supply of more
than 55,000 ping provided by these three buildings is the highest
in the past 10 years, but the net occupancy in the third quarter of
this year reached 18,000 pings. In the first three quarters the net
occupancy of commercial office space reached 41,000 ping, trending
up to become the highest amount of occupied space throughout
the entire last year. In addition to supplying A class office space for
the original A-listers in Taipei City, the 3rd quarter witnessed tenant
mergers and acquisitions that called for office space integration and
the original tenants increasing the rental footage that caused the
increase in the office space lease rate. As far as rent growth, due to
the increased vacancy rate of A+ and A office space, this will directly

drive the rental growth of A office space, so we expect A will
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continue to lead the rental growth. The average annual rent for
A office spaces is expected to grow 1.5% to 2%, and the average
annual rent growth of offices at all levels is about 1.3% to 1.5%.

In terms of the commercial real estate investment trading market,
the number of commercial real estate transactions in Taiwan
increased in the first half of this year, bringing the turnover to
NT$ 39 billion, an increase of |17% from the same period in
2017 and 7% for the second half of last year Commercial real
estate transactions last year only accounted for NT$ 54.6 billion,
the lowest value in the past decade. Buyers have been purchasing
office buildings for their own use and this was the key driving
force behind the recent year's commercial property market.
In the first half of this year, the largest transaction was for four
subsidiary companies of Formosa Plastics Group buying 3 CBD
buildings in Neihu constructed by Meifu Construction, with a
total area of 30,731 ping to serve as their temporary HQs during
the remodeling of their original HQs located in Dunhua North
Road. However, even if the transaction volume has increased
significantly, purchases by the financial and insurance industry
only accounted for |.2% of the total transaction volume of
commercial properties. In the first half of this year, only Cathay
Life Insurance purchased a storefront in Keelung for NT$ 480
million. Compared with previous years, life insurance companies'
investments in commercial properties have seen a significant
decline in the first half of 2018. At present, the rental yield of
commercial properties in Taiwan is at a historically low level. The
life insurance industry's investments in real estate is still restricted
by the FSC. Under the influence of the US interest rate hike and
the bond yield, Taiwan's commercial property remains relatively
unattractive to the life insurance industry.

Prospects of Housing Policy

Compared to the slow recovery of the residential market, the
commercial real estate leasing market in Taipei is quite hot. In
terms of the above-ground rights, Yuanda Bank won with a bid
of NT$ 8201 billion and a high premium rate of 123.2% at the
beginning of September. It won the bid for the 70-year land right
use of 1,139.5 ping, which is located at Renai Road and Fuxing
South Road intersection, Taipei City. It is expected to cover an
area of over 12,000 ping. Because the development is located
in the premium section of the city, the premium per ping is as
high as NT$ 7.2 million, and the unit price is NT$ 1.4 million per
ping, this is high even in the super prime locations. In addition to
Yuanda Bank, four other life insurance companies were attracted
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to bid.Yuanda Bank said it will build a new headquarters building
on the site. It can be seen from this case that the property in
premium locations can still attract many investors. However, in
the residential market, the general public is pessimistic about
the housing market outlook due to the US China trade war, the
volatile global financial markets, and the 9-in-1 election at the
end of the year The outlook for the fourth quarter was at 52%,
a slight increase of 3% from the previous quarter. Although the
housing market has stabilized, a survey also showed that the
public does not believe that house prices will recover in the
short term. At this stage, people who have the need to buy a
house are self occupiers, and so it is expected that a marketing
rebound will have a chance to continue into the fourth quarter.
In addition, on the issue of mortgage interest rates, most people
think that whether there is an interest rates raise or not in
the future do not affect their decisions to purchase a home. If
there is a need, then people will continue to buy homes. It is
obvious that the issue of raising interest rates has limited impact
on most home buyers. Therefore, the market will continued to
be influenced by the year-end elections domestically, affected
by regional politics and the global financial market fluctuations,
the housing market this year until the end of the year will be

relatively conservative.

LOCAL EXPERTS
GLOBAL REACH

ER2H RHMES

mhEEEk BEEGE
RELLRESR 1744 FALUR  BEKANEL LS EEER - LUGBINEMR
REERNEEEH  BAEGEEaRANAES R -

BB RERSF

AEREIRESNES - SRELLBIRBEHIER 1976 FIL > TREBREBEREMT
EREEE - REFFREEXRNZTHNRE - WEDRRTHETSIHRESAH
i - BRIFA=E LB EHEERIR 72 EERREEE 960 FARFEERR - B 21,000+
BEMEBERKEITURIRE -

Bi4EE MUER
2012 F 3 HRERSLEEEELENSE  KMEEERENAELE  EHE
ENE2THERLEENEFEHERNR  BBEXMER  REBRKEIME

T A EENEEEEERY  BEBR - MBEFAWRS



very home is a masterpiece.
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