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Real Estate Market Overview

In June, the number of building transactions and transfers for the six
special municipalities' achieved a record high of transaction volumes,
with a staggering number of 4,992 in New Taipei City, making up a
significant 25% of the total transaction and transfer volumes (19,127).
The number of transaction and transfers in June slightly decreased for
the six special municipalities in comparison to the previous month,
with a MoM decrease of 10%. The top three worst performing, of
which exhibited the largest decrease against May, are Zhonghe District
(122), Bangiao District (83) and Xindian District (76), respectively.

Regarding the impact on transaction volume for pre-owned houses,
aside from the casual relationship with present economic conditions,
the negative growth is predominately derived from the slow-down in
newly-built property transactions in Zhonghe and Bangiao district. In
New Taipei City, there was a 10% decrease’ in new property listings
compared to May. The total number of transactions and transfers in
the six special municipalities in the first half of 2019 was 110,000, a
record high over the last five years, also confirming a strong recovery
within the business cycle. The North Taiwan property market also
maintained a stable recovery. With the total number of transfers in
New Taipei City and Taipei City in the first half of the year at 28,000
and 13,000, statistical figures are still below the previous watermark
created back in 2014. All cities exhibited a decrease in MoM in
comparison to 2014, with Taichung decreasing the most rapidly
(20%), followed by Kaohsiung (16%), Tainan (13.8%), Taipei (1 1.3%),
New Taipei (10.8%) and Taoyuan (6.4%). Nevertheless, although still
below 2014, all cities have experienced year on year growth except
for an anomaly being New Taipei City that had a 10% drop. The
increased tension of the U.S./China trade war in the middle of May
caused investors and home-buyers to sit on the fence and defer real
estate purchases, thus cooling the housing market. The total number
of transactions and transfers in the six special municipalities in the
first half of this year increased by 7% year on year on average. The
overall buying sentiment in the housing market is moving towards
a more positive direction, but buyers should still remain cautious of
existing variables in the market outlook. In terms of the international
economy, the meeting between Trump and Xi Jinping led to a restart
of negotiations, increasing the chances of tension reduction in the U.S./
China trade war. However, further observation is required for the
subsequent development and outcomes. The presidential election in
the second half of the year has added another phase, and buyers will
continue to refrain regardless of the certainty of the future economic

and political outlook and delay purchases until after the election.

! published by the Department of Land Administration.
Z1n June, the number of new property listings were 5,302, and 5981 in May.
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Surveys from Myhousing.com, Taiwan's most well-known online
property portal show that North Taiwan's new projects scored an
overall 32.3 points in June, a slight drop (2.5 points) in comparison
to May. The monitoring indicator had been yellow-blue for four
consecutive months. Among the six major indicators, three major
indicators dropped (pre-sold house supplies, number of property
showroom visitors, retail office visitors). Negotiation rate, adverting
volume and built house supplies remained unchanged. There are
limited changes in the recent housing market. There will be no
significant growth in the housing market if economic and political
conditions are poor in the second half of the year: It is estimated
that the probability of an increase in the six major indicators are low.
Currently, there is a certain level of it in North Taiwan and buying
sentiment remains stable within the Taipei area, with buyers focusing
on small to medium sized and lower priced properties. However,
Taoyuan, Hsinchu, Keelung and Yilan display weak sentiment. This
represents a sluggish growth in the housing market as only certain
products are attracting buyers. Using the property showroom
visitor count as an indicator; it is predicted that the housing market
is expected to experience positive growth in June. With only the
exception of North Taiwan and Beitou experiencing decline,in
addition to only minor changes in the first tier districts in Taipei. In
the second and third tier districts, the buying sentiment was weak.
Several ongoing sales projects had less than 10 interested buyers
per week. Average negotiation rates slightly decreased, caused by
decreasing bargaining power in areas other than the first tier district
in Taipei. Selling prices remained high in first tier areas in Taipei,
slightly strengthening buying power.

According to statistics from Myhousing.com, total newly-built and
pre-sold house projects rolled out in North Taiwan were estimated
to be NT$314.6 billion in 2019Q2, which was an increase of
NT$122.9 billion compared to NT$191,731 million in 2019Q1.The
increasing rate at its height, achieved 64%. Comparing to 2018Q?2,
total rolled out projects dropped by NT$ 60 billion. Total rolled out
projects in the first half of the year was NT$506.3 billion with a
yoy decrease of 15%. According to historical trends, Q2 is the high
season and therefore it is not unusual to observe an increase in
comparison to Q1|. However, when compared to 2018, it showed
a decrease, suggesting weak developer sentiment. In terms of
newly rolled-out projects, Taipei city had NT$120.8 billion with yoy
decrease of 7%; new Taipei City had NT$184.5 billion with yoy
decrease of 19%;Yilan area had NT$10.4 billion with yoy increase
of 2%; Keelung City had NT$10.7 billion with large yoy increase of
101%. Project roll out status in Keelung in the past ten years has
been unusual.Volume exhibited decline in Keelung when other cities

grew, while it was vice versa. Keelung's volume was considerably
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MEI®E (Q2 2019)

smaller last year, whereas this year an influx in volume occurred.
Whereas North Taiwan experienced the opposite in its housing
market trend. Total newly rolled out construction projects in
Taipei City reached NT80.4 billion in 2019Q2, which was
nearly twice the amount of QI (NT$40.4 billion). Total newly
rolled out construction projects in the first half of the year
was only NT$120.8 billion, which was a decrease of NT$53.2
billion compared to the same period of last year. Although land
transactions were hot starting this year, and Taiwan's business
cycle is undergoing a recovery, developer confidence did not
recover simultaneously. It is expected that total number of newly
rolled out projects in the second half of the year will remain at
the same level as last year Major reasons being concentrated
around the presidential election and greater pressure from
remaining unsold houses. Statistics showed that pre-sold houses
available for sale in the recent three years total over 100,000.
Unsold houses totaled up to approximately 40,000 which is an
increase of 2,800 when compared with the same period during
2018.The market will remain cautious in the near future.

Macroeconomic Overview

In its 2019Q3 economic forecast, The Chung-Hua Institution for
Economic Research (CIER) announced that the global economy
slowed down due to the continuous U.S./China trade war,
leading to a chain-reaction that damaged Taiwan's economy. It
will be a challenge in the upcoming year as to whether Taiwan's
economy can sustain above 2% growth. In April, CIER forecasted
the economic growth rate for this year to be 2.15%, which is
a decrease of 0.03%, when compared to the latest estimates.
CIER pointed out that the economic growth trend for the
whole year would increase by at least a quarter. The estimated
growth rates for each quarter are 1.75%, 1.9%, 2.31% and
2.61%, respectively. Observing the economic forecasts by major
domestic and overseas institutions in June, HIS Markit in United
Kingdom adjusted Taiwan's economic growth rate downwards
to 1.9%; the Central Bank adjusted downward from 2.13%
to 2.06% and UBS remained at 2.1%. Nevertheless, growing
tension between U.S. and China has slightly improved, following
the meeting between Trump and Xi Jinping at the G20 summit.
The event strongly impacted the economic aspects of supply
chain restructuring and order transfer in Taiwan.

Taiwan Real Estate Quarterly Review (2019 Q2) 5
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The Directorate General of Budget, Accounting and Statistics
announced that in June the CPl increased by 0.34%, when compared
to last month. After adjusting for seasonal changes, it increased by
0.04%, translating to an increase of 0.86% when compared to June
2018.The major reason for the increase is due to a surge in summer
electricity rate, decrease in supply of agriculture products because
of heavy rainfall and dragon fruit festival bonus paid to nannies. The
oil price decrease and retail discount partially offset the overall price
increase. Currently the price increase is mild and stable, whilst the
core CPI continues to grow at a steady rate. Alternatively, we can
state that there is no deflation concern regarding Taiwan's economy,
as the price index environment is stable.

Five major banks, including the Bank of Taiwan, Land Bank of Taiwan,
Taiwan Corporative Bank, First Bank and Hua Nan Bank stated that
total housing loans granted by them account for nearly 40% of the
housing loans granted by Taiwanese banks. Utilizing its transaction
volume as an indicator, trends can be identified in the housing
market. The Central Bank published statistics in May, regarding the
number of new housing loans granted by the five major banks. The
total amount reached NT$52.4 billion, a NT$4.7 billion increase in
one month, a record high in the last three years since the launch
of the House and Land Transactions Income Tax, signaling a stable
condition within the housing market. The growth mainly came from
the newly-built house settlement boom in the metropolitan area.
The proactive promotion of Civil Servants’ and Teachers’ loans by
the Bank of Taiwan also contributed to the increase in demand for
loans and its quantity. The previous record for highest amount of
granted loans within a month amongst the five major banks was
8.64 billion during the end of 2015, when buying sentiment was
triggered by the implementation of House and Land Transactions
Income Tax. The Central Bank indicated that the current housing
market is mainly focused on housing for personal use and not for
investment purposes. The balance of Youth's Housing Subsidy Loans
required by first-time home buyers in May was NT$646 billion, of
which decreased by NT$0.7 billion by June. The percentage of the
total amount of Youth's Housing Subsidy Loans to total amount
of housing loans decreased from 9.16% in April to 9.1%. As for
interest rates, the housing loan interest rate of the five major
banks was 1.622% in May, approximately around the same level in
comparison to April. The Central Bank believes that the significant
increase of newly granted housing loans in May is due to the newly-
built house settlement boom. As to the settlement boom, it is
primarily considered a short-term trigger, observation regarding
whether the economy is truly entering its recovery phase remains
uncertain. Further observation is required to make better informed

conclusions regarding the recovery of buyer sentiment.
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Luxury House Market

A pre-owned luxury house transaction boom appeared in the
Xinyi Commercial Centre in Taipei City during the first half
of the year. There were transaction deals in Sunty National
Treasure, BL Garden Plaza, and more. The latest transaction
price register shows that two transaction deals in Xinyi Star
were made in April this year. Xinyi staris a |7 year old property
and the two transactions are located on the 4th and |3th floor
with a transaction price of NT$ 180 million on average and
NT$1.5 million per Ping. Noting a 15% downward adjustment
when compared to the prior transaction price of NT$1.8
million per Ping. With the recent influx of social media attention
directed to newly-built luxury houses in Taipei City, the market
has weakened for pre-owned luxury houses. The sales price fell
short of the market expectation, meaning luxury house buyers
are becoming more conservative towards prices. Meanwhile
following a price adjustment, pre-owned luxury houses attracted

several buyers’ bid offers .

Moreover, United Daily News launched its urban renewal
project namely; the “Greater UDN" office building and “United
Philosopher” luxury house projects. The actual price register
reveals that the total price of this |6 storey property reached
NT$400 million, which is about NT$2.13 million per Ping.
The three units located on the 4th , | Ith and |6th floor have
completed its ownership transfer. In addition, recently a new
iconic luxury house project called “Peace Park”, located in Da’an
district was also launched. The transaction on the 35th floor
recorded a total price of NT$600 million. The floor area was
365 Pings including the car park. The unit price was NT$2.05
million per Ping, making it the second highest total priced
property in the district. The luxury house market transactions in
Taipei City show that the market is flooded with hot money.

Commercial Property Market

There is high demand for commercial property in Taipei
City. More large scale businesses are proactively investing
in commercial real estate properties and pure commercial
building transactions are increasing. In terms of selling rate,
during the past five years commercial office building leases are
approximately 18,000 Pings per year on average. According to
statistics, in 20180Q4 leases were over 20,000 Pings. It was about
60,000 Pings for the whole as well, reaching a record high. Rent
for A class commercial properties also exhibited gradual growth,
while prices remained stable at the moment with a trend of
minor increase. Rent for several iconic office buildings reached
record highs, among which A class office buildings experienced

Taiwan Real Estate Quarterly Review (2019 Q2) 9
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the highest increase. The Commercial Property Market in Neihu
was comparatively weaker than Taipei City in 2019Q2. Average
selling price and rent remained flat with a slight increase in vacancy
rate. Recent data shows that finance and insurance companies
has continued to invest in the commercial property market. IBF
Securities purchased eight floors in Huaku APAC Landmark. Taian
Insurance purchased Changchun Financial Building, Fubon Life
Insurance purchased the 8th floor of Lingyun Commercial Building,
Cathay Life Insurance also purchased several floors of Minsheng
Jianguo Building. Several floors of the United International Building
in Xinyi District were released, with average prices reaching
NT$1.68 million per ping for the top floor, creating a new record-
breaking high since the launch of the actual price register. In terms
of trading of commercial buildings, the buying sentiment recovered
steadily in comparison to the previous quarter. In terms of leases,
actual price registers disclosed the rent information of the 38th
floor at A class office building “Nanshan Square” in the Xinyi
Commercial Centre, as monthly NT$4,672 per Ping overtaking
Taipei 101 and becoming the most expensive lease. Data shows
that for the 42nd and 43rd floor, the two highest floors have been
recently rented out and pushed its rent to NT$5,000 per Ping.
All'in all, the commercial building lease market is fairly hot at the
moment. The process-prohibition action of Xinyi Commercial
Centre D3 block in Taipei city sold through auction for NT$1 1.2
billion, was recently ceased. The land has also been successfully
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transferred to Yuanlih Construction Group. Information shows
that the land will be used for commercial property and an
international hotel.

Property policy outlook

Buying sentiment is relatively stable, in comparison to the
previous year. However, the uncertainty in the global economy
and the unpredictable development of the U.S/China trade
negotiation remains as an ongoing concern due to its significant
impact on the global trade and economic performance. The
economic estimates are more conservative in the second half
of the year. During this time period, consumer confidence
towards property purchases will be affected by the uncertain
economic outlook. The presidential election will also interfere
with the market. The housing market in the second half of the
year will require ongoing attention, due to the record number
of unsold newly-built houses and increasing selling pressure. The
number of transactions will most likely be high at the beginning
and decrease later on. Today marks the bid-opening day of the
first batch of government superficies, releasing Il cases. Last but
not least, four deals were concluded and amongst them were
two residential blocks in Kaohsiung, which attracted | | bids.
The two deals were closed with a premium rate of 51.26% and
26.78%. According to the most recent statistics, land purchases
by developers in the first half of 2019 have totaled an impressive
NT$I1 10 billion. Commercial real estate transactions also
amounted to NT$50 billion, highlighting the growing demand.
The suspension of “Actual price register 2.0"" has been confirmed
and the Actual Price register will retain its segmentation and
anonymity that has been present for the past seven years.
Pre-sold houses remain to cease requirement for real-time
registration. The current Equalization of Land Rights Act assigns
responsibility of false registration to land registration agents
as false registrations may be caused by incorrect data input
provided by the buying and selling party within the transaction. In
order to instill the joint responsibility both parties are bounded
to by the contract. Both parties must remain cautious and
fulfill their contractual obligations. Furthermore, the timing of
registration is amended by extending it over the current rule of
30 days within completion of ownership transfer registration.
Penalties will be imposed according to the severity of the false
registration. If the false registration is not regarding price details,
for instance, when four bedrooms with a living room and dining
room are incorrectly registered as three bedrooms with a living
room and dining room, it can be corrected within a specified
period. The penalty for failing to make amendments to mistakes
will involve an “incorrect” penalty, ranging from NT$30,000 to
NT$ 150,000, effective immediately.
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