3 INENER

INTERNATIONAL REALTY

£
OIS

)
=

olssiguied ym pasn

Talwan Real Estate

uarterly Review

(2019 Q3)



BEFELLRREE

EHEHEHE

HRIGEHGROBAM " EVEER
HRE L, 9 RMAEBEES R B
7902 F » BiEE 9% FHKRG (% H
HREERAANILT 4937 F @ TER
ABLFRES - SEHEERMANEE
MEFHZLERFIERER  RESEHS
ERPAELLEFY - B 7 B2BAIMEMT
ANKZE > BINLE=FHEEBRABA
EERHEHFPHEERBE - MSF 19 AN
HEEEEREFEET 16848F » &£
BETS% 9 AN HEREEVEHFH
DR REILTAE 25%  Fikm AL
5.8% ~ BkET BiE 1.3% ~ & B 5.8%
BEMAE 102% SHEMAE 103% - H
FoOAMEEREFHELFIETRIER
TBEITF) FREEK 8% ERRHE
Bl 3 BMTTE @D B A A KIE ~ B ELL
EHHE - I3 EARSHETERE @ B
BINEUFRHEARTERZYMHE » BLLI19
AREFHITNRRIBEES 3% » BEF
Mg - madtm I BRSE 2172 F -
BIgE25%  FLTHRERE » BFELTM
& mARMUEILEERZEZEBRA
wIEER 20% I L TMEA S ABE®
EE gD JWIHLL 41% R EREMCE
F—ANE - EREM=eIMIARZE
B A REFRBEEAK - IHEEIL T
HEER ST 2019 F 19 ARIETHEY
EEREBEHLUNHER - RLUERHEALR
RAXZABEI=2 ' htED B A 144%
14.2% B 9.6% » 510 2016 FERIEARE &
ZERAIFLE - BEREANRESE
RI=%  NRBEEKEL 2B - XK
HERRXZRNEREFEHE  Ehal
KALTR  FIRESE 146% thE™
REPRHMEER | kayilig - B%H
BRBEEAREMEEE/ ) - AfREIH

2 Toiwan Sotheby's Infernational Realty

Real Estate Market Overview

Recently, each of the Six Special Municipalities in Taiwan announced
the "number of building sales and transfers.”. In September, the
total trading volume of the Six Special Municipalities was 17,902,
with a monthly growth rate of 2.9% and an annual growth rate
of 5.1%.The largest transfer amount was New Taipei City's 4,937
building sales, showing trends of both monthly and annual growth.
As of the current month, the trading volume of the market has
increased year over year, an obvious sign of better purchasing
momentum than last year; but after July, it is slightly into the off-
season. In addition, the third quarter coincides with the lunar Ghost
Month (the seventh lunar month), resulting in the slowdown of
building sales and transfers. In the first 3 quarters of this year, the
total number of transactions in the Six Special Municipalities was
168,400 households, with an annual growth of around 7.5%. The
monthly change in the number of households transferred in the
Six Special Municipalities in September was as follows: Taipei City
increased by 2.5%, New Taipei City's increased by 5.8%, Taoyuan
City decreased by 1.3%, Taichung City decreased by 5.8%, Tainan
City increased by 10.2%, and Kaohsiung City increased by 10.3%.
Among them, New Taipei City volume of transaction in September
was the highest (4,937 households), with an annual growth rate
of 1.8%.The top three administrative regions’ transaction volumes
were Danshui District, Bangiao District, and Zhonghe District.
Although there were new home sales in these three districts,
pre-owned houses in all still accounted for the lion's share of the
transaction volume. In addition, the growth rate of New Taipei
City was merely 3% in the first three quarters, which was slightly
higher than last year In Taipei City, the volume of transactions in
September was 2,172 households, with a monthly growth rate of
2.5%. In terms of administrative districts, the volume of transactions
in Shilin District, Nangang District, and Beitou District increased
significantly, with a growth of more than 20%. Shilin District
ranked first with 41% growth due to the small number of transfer
transactions in August. However, in September; the overall volume
of transactions in Taipei was pretty much the same compared with
the previous month and the same period last year. According to
the statistics of the Department of Land Administration, Neihu
District, Zhongshan District, and Da'an District ranked as the
top three hottest trading areas, accounting for 14.4%, 14.2% and
9.6%, respectively. The trading performance of the Six Special
Municipalities was more enthusiastic than the previous year Among
them, Kaohsiung's was the most eye-catching, with an annual
growth rate of 14.6%. Taoyuan City and Taichung City also posted
an increase of nearly 10%. However, the growth rate of Taipei City
and New Taipei City was smaller than that of other metropolitan
areas. We could say that buyers in both cities generally believe
that prices still have room for bargaining, and sellers also insisted
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on prices, so the growth of trading volume was limited. However,
in the first three quarters of this year, the number of transfers has
increased in the Six Special Municipalities. It is estimated that the
number of transfers in the whole of Taiwan this year is expected to
reach more than 290,000 buildings, which has not been seen since
2016.

The total score of My Housing online, an overview indicator of the
new construction project market of Northern Taiwan, bottomed
out and bounced back to 37.2 points in September; an increase of
4.1 points from 33.1 points in August, and flashed a yellow-blue
light for the seventh month in a row. Among the six indicators of
My Housing online, three went up and the rest remained flat. The
number of transactions, the price bargaining rate and the number
of visitor groups were roughly the same, while the number of
advertisements, pre-sales supply and new home supply increased.
Drilling down to the detailed data, the increase in the score was
mainly driven by the volume expansion of the newly rolled-out
projects, but the market conditions have seen a slight decline and
the purchasing momentum was a little bit below expectation.
According to the statistics, the amount of pre-sale housing cases
has exploded in the first ten days of September; right after the lunar
Ghost Month passed, indicating that the developers could not wait
until the 928 period to roll out new projects. As a result, the pre-
sale amount in September rose to over NT$90 billion, an increase
of more than 70% from last month's NT$50 billion. As the 928
period approached, the volume of advertising for construction
projects has increased significantly in response to the traditional
peak season, and the amount of advertising in September has
grown to around 13,700 advertisements. Despite the onset of the
peak season, the overall market conditions were no better than
the Ghost Month and were worse than expected. In September,
the number of weekly visitor groups, one of the indicators tracked
by My Housing online, was slightly lower than that of August, and
the weekly transactions of construction projects under tracking
were also slightly reduced. However, the overall level was still
within the same level as in August, so the score remained the same.
The new project market was sluggish in the peak season, partly
due to the coming presidential election and the poor weather in
several weekly holidays. On the whole, if the market purchasing
momentum in October could rise to the peak season level, then
the market conditions in November and December could still be
worth anticipating. Otherwise, if the market conditions were slow
in October, we would have much less to anticipate by year-end
because the presidential election would then be approaching. If the
market conditions in the fourth quarter turn flat, then it may be
necessary to wait until the election results are known, or even the
Chinese New Year holidays are over, when the market will be more
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likely to recover.

According to the statistics of My Housing, an online real estate
platform, the number of new construction projects rolled out in
Northern Taiwan was as high as about NT$330.2 billion in Q3, a
slight increase of about 2.6% from Q2 in 2019 (around NT$321.75
billion). Compared with the same period of 2018 (NT$296.7
billion), the amount increased by more than NT$30 billion, for an
annual growth of about | .3%.The number of new homes and pre-
sales rolled out in Northern Taiwan in the first three quarters of
2019 was NT$834.284 billion. Compared with the same period of
the previous year, it decreased by about NT$46.25 billion, an annual
decrease of about 5.2%, indicating the market has been shrinking
as of the third quarter. However, the number of new construction
projects in the first three quarters of 2019 showed a rising trend
quarter by quarter. Especially when considering the approaching
presidential election, the number of new construction projects was
still growing against the market trend of fence-sitting, indicating
that developers were quite optimistic about the market outlook.
In terms of the number of new construction projects, Taipei City
was NT$178.267 billion, down 29.27% YoY; New Taipei City was
NT$355.607 billion, up 8.34% YoY; Taoyuan City was NT$199.06 |
billion, up 2.38% YoY; Hsinchu area was NT$79.96 billion, down
17.54% YoY;Yilan area was NT$15.879 billion, up 32.98% YoY; and
Keelung City was NT$14.51 billion, significantly up 145.52% YoY.
In recent years, the market situation in Keelung City has been the
opposite of that of other counties and cities. Last year, the number
of new construction projects in Keelung was relatively small, so
this year's growth was substantial. The annual growth rate was
significantly higher than that of other counties and cities. After
all, the market trend in Keelung City keeps on its growing track.
Focusing on the 928 period, the statistics show that the number
of newly rolled out projects in Taiwan reached NT$566.6 billion, a
strong growth of more than 80% compared with NT$300.3 billion
in the same period last year: It also set a record high of nearly 10
years. Among them, the number of projects in New Taipei City
was more than NT$180 billion, posting the largest amount among
the Six Special Municipalities. The expected main reason was that
low total price products this year were supported by buyers with
inelastic demand in various districts, and the overall sales situation
was stable. The confidence of developers was thus strengthened,
and more new projects were made available. Land transaction
volume so far this year has also grown significantly. It is obvious that
developers have shown more confidence in the current market.
It is estimated that, in the second half of the year, developers will
probably keep launching new projects. However, the explosive
growth of new-project amount could imply that the selling pressure
in the market will continue to grow. The future housing sales, which
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might affect the macroeconomy, are worthy of continued attention.

Macroeconomic Overview

Chung-Hua Institution for Economic Research (CIER) announced
its fourth quarter 2019 economic forecast. Since the first half-year
of economic activity has beaten expectations by growing 2.12%, in
the second half of the year Taiwan's economy is expected to keep
growing, which will increase the estimated growth rate due to the
low base period and the effects of order transfer and investment.
The preliminary economic growth rates in the third and fourth
quarters were estimated to be 2.4% and 2.64%, respectively.
Consolidating the data of the first half of the year, Taiwan's economic
growth rate is forecast to be 2.33% this year and 2.34% next year,
which is equivalent to the growth rate this year. The growth rate has
been revised upward compared with CIER's forecast in July, whose
economic growth rate was forecast to be 2.06% this year and 2.27%
next year. Since the Directorate-General of Budget, Accounting and
Statistics announced in August that economic growth is 2.46% this
year and 2.58% next year, all institutions have generally revised their
economic growth forecasts upward. Benefiting from the effects of
trading order transfer and the investment returns of the "Action Plan
for Welcoming Overseas Taiwanese Businesses to Return to Invest in
Taiwan" (abbreviated as the “Welcome Back Action Plan™), we can say
the economic performance of Taiwan this year has bucked the trend
as most countries have revised down their growth rates. However,
some unfavorable factors are still lurking for Taiwan's economic
growth next year. For instance, the US-China trade disputes may
become a long-term worry. Recently, IHS Markit lowered the annual
economic growth rate forecast of major countries such as the United
States, China, and Japan, as well as the industrial transformation of
China's exports that might hurt Taiwan's exports. On the bright side,
the technology industry continues to up the ante in its investment in
Taiwan, and the order transfer effect continues to increase with the
Welcome Back Action Plan. In addition, public sector investment next
year is expected to increase further, including the arms procurement
next year. In addition, according to the latest forecast report issued by
the International Monetary Fund (IMF), although the global economic
growth rate has shrunk due to the US-China trade war, Taiwan’s
economic growth rate in 2019 still stands at 2.0%, which ranks tied at
first among Asia’s four little dragons with South Korea.

The Directorate-General of Budget, Accounting and Statistics
announced that the Consumer Price Index (CPI) increased by 0.43%
YoY in September 2019, which was the same as that in August (also
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up 0.43% YoY), mainly due to the increase in the prices of fruits
and vegetables, but the increase was partly offset by the drop
of tickets and fares as the summer tourist peak season came to
an end. The CPI, which includes |7 important consumer staples
closely related to the public's livelihood, was down 0.49% YoY to a
42-month low. Among them, egg prices dropped the most, posting
the sharpest fall in 23 months. In addition, the most obvious
decline is the traffic and communication categories related to
people's lives. It is speculated that this is mainly caused by the
simultaneous decline in fuel costs, communication fees and airline
ticket prices. On the whole, the CPl was probably affected by the
slowdown in global demand caused by fluctuations in international
conditions. However, the Directorate-General of Budget,
Accounting and Statistics pointed out that there has yet been no
deflation, but it remains to be seen whether this will continue.

The five major banks include the Bank of Taiwan, Land Bank
of Taiwan, Taiwan Cooperative Bank, First Bank, and Hua Nan
Bank. The total housing loans granted by the five major banks
compose nearly 40% of home loans granted by all banks in Taiwan.
Therefore, this metric is deemed as a trial balloon to observe the
housing market. The central bank announced the statistics of the
five major banks' new mortgage loans granted in July. The five
major banks' new mortgage loans totaled NT$63.709 billion, a
month-over-month increase of NT$15.325 billion, which was the
highest since the integrated housing and land tax was introduced
in January 2016. Despite the boom of house delivery plus the
intention to get the deal done before the lunar Ghost Month, the
number of mortgage loans also showed that the housing market
has recently been experiencing moderate growth. Although the
number of mortgage loans granted in August was significantly
reduced by NT$25.323 billion from July due to a high base period,
it still grew slightly compared with the same period last year
Therefore, the market generally believes that the housing market
is currently in a "moderate recovery" stage. In addition, the central
bank announced the current month's balance of all banks' loans
for purchasing residences (mortgage loans) and construction loans
(land and construction financing). The balance of mortgage loans
as of end of August was NT$7.22 trillion, with an annual growth
rate of 5.6%, while the balance of land and construction financing
was NT$1.99 trillion, with an annual growth rate of | 1.4%, both of
which were record highs. It has been shown that the effect of the
lunar Ghost Month has diminished. If the housing market could
keep heating up and continue the trend, it is estimated that the
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chance of thriving through year-end is high. Therefore, the subsequent
growth situation and trading volume change is worthy of continuous
attention.

Luxury House Market

In 2019, the luxury home market is booming as many new luxury
homes are completed, and it is entering a new generation. We've
seen lots of news regarding new luxury home transactions in Taipei
City, and the transaction amount disclosed by the actual price
registration system has reached a total of NT$21.5 billion as of
August. The construction project "Your Majesty" in Songshan District
is located on the Dunhua N. Rd. boulevard. It is the benchmark
mansion in the Songshan District launched after "The Residences
at Mandarin Oriental, Taipei." At present, at least 8 households have
been sold, totaling about NT$2.3 billion, and the price per unit has
crossed the mark of NT$2 million/ping. In the Xinyi Project District, it
was said that there were a number of transactions in "55TIMELESS."
Two second-floor transactions were recorded lately, with a total
price of NT$454 million. The unit price was also stabilized at NT$2
million/ping. The recently disclosed transaction amount of the "Lian-
he Ta-yu" 25th floor was NT$227 million, about NT$2.1'| million/
ping; the prices of two transactions on the 26th floor were both
NT$226 million, about NT$2.14 million/ping excluding the parking
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space. The project's momentum remains strong, making the follow-
up transactions noticeable.

Several factors have affected the housing market recently. Despite
the international turmoil and the approaching presidential election
in 2020, the number of second-hand luxury homes in stock for sale
in Taipei City has unexpectedly declined as the old luxury homes
performed well as usual. Take "Zantai Garden Square" in the Xinyi
Project Area for example. Though the project is already 23 vears
old, the community is well-maintained, and the householders include
privacy-conscious celebrities. According to the latest registered actual
prices, after two years of waiting, two transactions were completed
in July 2019 on the 4th floor and 7th floor, respectively. The 4th floor
recorded a price of NT$1.433 million/ping, and the price of the
7th floor even reached NT$1.7 million/ping. In addition, the "Chong
Hong Tienhsi" project, a luxury home in Neihu District, recorded
transactions completed by artists. The two households on the 25th
floor only disclosed one of the transactions through the actual price
registration. The total price was NT$203 million, and the unit price
was about NT$I.17 million/ping. Therefore, it is estimated that the
purchase of two households should be at least NT$400 million.

After the introduction of the mansion tax, the luxury home market
in Taipei City experienced a sluggish period until the new luxury
projects were completed by the end of 2017, attracting high-asset
buyers' capital to flow back to the market. From the actual price
registration information that has been disclosed so far, the total
transaction amount of “One Park Taipei” reached NT$7.37 billion;
"Your Majesty" and "55TIMELESS" each exceeded NT$5 billion. "Lian-
he Ta-che & Lian-he Ta-yu" and "Kingdom Xinyi" also successively
released information on transactions. Although the luxury home
market has not recovered its prosperous past, it has gradually
become active.

Commercial Property Market

In terms of commercial real estate, the industrial and commercial
market in 2019 performed quite well. In the first three quarters
of this year, the transaction amount of office products exceeded
NT$24 billion, and the amount in the industrial category even
exceeded NT$37.5 billion, a five-year high. On the supply side, the
total amount of commercial and factory office markets is estimated
to reach NT$150 billion as many domestic developers are actively
jumping onto the bandwagon of commercial real estate. The global
economy is influenced by the US-China trade war, and Taiwan is no
exception. However, Taiwan is also one of the few countries that have
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benefited. Due to the order transfer effect, Taiwan's commercial
real estate market is unprecedentedly hot, and the vacancy
rate of Taipei's commercial office has reached a record low
to below 3.5% and is expected to drop to 3% in the fourth
quarter. The average vacancy rate of Taipei City's Grade A
offices has dropped for five consecutive quarters, and the rent
has also risen. The top floor office of "Taipei Nanshan Plaza"
in the Xinyi Special District has a floor price above NT$5,000
per ping. Reviewing Taipei City's top commercial office rent
trends of the past 10 years, the monthly rent in the first three
quarters of 2019 came to NT$3,200 per ping, compared with
about NT$2,785 per ping per month in 2009, a nearly 5%
rise in the past decade. The industrial real estate market has
also been heating up. Global Life Insurance has acquired the
factory at the HuaYa Technology Park in Guishan Dist., Taoyuan
City for NT$2.808 billion (at a premium of 14.6%). Ganso, a
major producer of food, sold the factory building in Neihu
District for NT$431 million to Ho-An, an insurance agency.
Yi Jinn Industrial bought the entire building of SKL Tech for
NT$540 million. In addition, thanks to the bidding of Living Mall
being successfully awarded with a total amount of NT$37.2
billion, and the sale of some floors of NANKANG Rubber
Tire Corporation Ltd.'s "“World Pearl” commercial office
building whose total transaction amount reached NT$5.087
billion, the total transaction volume of Q3 commercial real
estate was more than NT$62 billion, setting a new record for
a single quarter. The total transaction volume of Q1-Q3 was
as high as NT$1 15 billion. Overall, this year's commercial real
estate market is quite hot. Not only is transaction news heard
frequently, but many developers are also optimistic about the
market outlook and are actively procuring lands, driving the
growth of land market transaction volume. According to the
statistics, Taiwan's industrial real estate has been growing for
five consecutive years. This year, manufacturers keep purchasing
land to meet the strong self-use demand. Developers also saw
this opportunity, jumping onto the bandwagon of the industrial
real estate market. In the first nine months of this year, the
plant and factory transactions amounted to NT$31.96 billion,
nearly 30% higher than average for the same period over the
past decade. The transaction amount of industrial land in the
first three quarters of 2019 reached NT$17.5 billion, a growth
of nearly 60% year-over-year. It accounted for about 35% of the
industrial real estate market trading volume, of which about
NT$10.9 billion was acquired by the developers, who have had
considerable confidence in the market outlook recently. To sum
up, the land transaction amount in the third quarter of 2019
reached N'T$80 billion, and the accumulated amount in the
first three quarters exceeded NT$200 billion. It is estimated
that developers generally believe the market outlook still

boasts bright potential, and they are actively investing in the

=

SEPLR > EHERLOGD - HETL
B REMERERES > N EamEmA
ErsEAETHREEROLE | &7
A2EENEEBERER LFR T
Mme7% | =8 ANEEYEELERE
OB FERPENE RSZERRTET >
FEEESEF - BERFTERREFM
It AReEQEEHAXEEXTES
BEEYE  BRRIREZIEED
BRZANEREE - B8 RERERER
BHEKENENR  EREZERKENR -
LIk ARESERRER  BESRTAMN
DREMRST - WINEBBURRRFE » 1%
RETEDS - RERAIBUR - GIEEE
ABRHAEAREHRR - NBHRRIRITHE
EHRSHEFRED  BAERELS -
B EERESETETER  BRAE
RARTETIRS - LHEFERREE - R
TR RTERKBESR—RET
RITEAMEFEERRRS - RIS
HITRTENRE > ERRBERSNF
B8 6 B - HIRTTERAM RSN —K/E
ENEK - RITHEE BHERXSZENE
BREBZABERE (FEH RS
FER)  REAXEMRSF - EEENR
£ (HINEHEERIURERME)
MEMR (R HER) ~ £t
TmHEEMEHESHERZZE I
i EHEEKRTAY - REEE A
RURBBASEERHZEFHEL R
RERERE - DIFEKEME - RITIEH
RITHEB SR SR - BB
BIIEREE - e m A ERBURES
TE RERRLZITETERE  ABEL
BT EEZAERET BEASES
EEBNE T ERTIBCR - (9REE) © Loh
FBERNEANBEMBEFERAERER -

MIEH®E (Q3 2019)

land market to prepare for the future.

Housing Market Outlook

Since the beginning of this year, the housing market has gently
recovered, new homes have been released, and inelastic demand has
entered the market. Coupled with the effect of capital inflows by
Taiwanese businesses, the demand and expected mentality of self-
use houses have been triggered. From January to July, the number
of nationwide building transfers increased 6.7% YoY. From January
to August, the number of transferred buildings in the Six Special
Municipalities also grew compared with the same period last year
Under the influence of growing trading volume, housing prices also
slowly rebounded. Although the buying momentum of the housing
market has rebounded compared with last year, and the Taiwan
economy in the short term has benefited from the order transfer
effect derived from the US-China trade war, there are still many
unfavorable factors in the global economy in the medium to long term,
including the market volatility after Brexit and the US-China trade war.
With the development of the trade war between Japan and South
Korea, the overall economic forecast should still be conservative.
In addition, political factors are lurking. The presidential election will
interfere with the market. The directions of policy and institutions
after the election will also influence the development of the housing
market. However, in the business report sent to Legislative Yuan's
Finance Committee, the Central Bank clearly expressed its position
and stressed that it will continue to regulate high-priced residential
mortgages, which means that it will not loosen the restrictions on
luxury home mortgages to maintain financial stability. The central bank
believes that the price volatility of luxury homes is higher than that
of ordinary homes, and the risk of mortgages granted by banks is
relatively high. Therefore, the practice of luxury residential mortgages
will continue to be implemented. The maximum percentage of
mortgages shall not exceed 60% of the transaction price, and the bank
loan interest rate shall be higher than the general mortgage interest
rate. According to the central bank, real estate transaction volume
and price are mainly subject to factors such as real estate tax burden
(capital gains tax, transaction tax, and house tax), household disposable
income, asset substitution choice (foreign real estate price or return on
investment), wealth effect (such as stock market boom and bust), land
supply, market information transparency, etc. They are also interactively
influenced by the market's expectations of real estate prices, real estate
loan interest rates, and the difficulty of obtaining real estate loans. In
terms of demand, the central bank pointed out that the adoption of
taxation and targeted financial measures will help curb speculation
and squatter housing. And on the supply side, the policy combination
tools which can provide people with diverse housing options such as

constructing suitable housing, expanding social housing and promoting
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urban renewal policies by the Ministry of the Interior and the
local government are helpful. In addition, it is also important to
continuously improve the defects of real estate related systems.

Take Taipei City as an example, tax reform for the house tax
will be discussed in the near future. It is planned to reduce the
tax rate for self-use housing. Also, to encourage making houses
only for self-use, the maximum number of households applicable
for the self-use house tax rate is planned to be revised down
to one from three households. For those who have more than
6 households, it is also intended to raise the house tax rate
from 3.6% to 4.8%. As the house tax reform still needs to be
discussed with the central government, there is still a long way to
go before the actual tax rate takes effect. At the same time, the
house tax is also one of the important sources of taxation for
local governments. Once the tax system is reformed as hoped,
whether it's good news for local governments remains to be
seen.
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