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Real Estate Market Overview

Benefiting from the low interest rates and the overall vibrant
economic environment, the real estate market performed well in 2020
despite the COVID-19 pandemic’s continued effect on the economy
and a market that has not yet fully recovered to its previous state.

The six special municipalities in Taiwan recently announced that a
total of around 26,300 buildings were transacted in December 2020,
showing an increase of 6.6% from the previous month and 17.5%
compared to 2019. In total, as many as 250,100 buildings were
transacted in the six special municipalities, reaching a record high in
the past seven years with an annual increase of 7.8%. Meanwhile, the
number of buildings transacted nationwide reached 326,000 compared
with the 300,000 in 2019, showing an annual growth rate of 8.6%, also
a record high in the past seven years.

Based on performance observation of December 2020, the six special
municipalities all demonstrated a growing trend compared to the
same period last year. In December 2020, the number of buildings
transacted in Taipei City was 3,252, a slight decrease of 0.6% from
the previous month, but a 28.5% increase from the same period in
2019. New Taipei City had the largest transaction number of the
six special municipalities, with 6,408 buildings transacted in a single
month, an increase of 6.0% by month and |1.4% by year A total
of 4,741 buildings were transacted in Taoyuan City, an increase of
10.8% by month and 6.2% by year. . Taichung City had the second-
highest transaction number of the six special municipalities, with 5,293
buildings transacted in a single month, an increase of 2.0% by month
and 19.6% by year. Transactions in Tainan City has grown steadily, with
2,253 buildings transacted, an increase of 8.9% and 8.0% by month
and by year, respectively. Kaohsiung City showed the most significant
growth, with 4,278 buildings transacted in December, showing an
increase of 14.4% by month and a high of 40.1% by year.

Taking a closer look at the annual performance of the six special
municipalities throughout 2020, Taoyuan City showed the best
performance with 45,712 buildings transacted throughout the year, an
annual increase of 13.2%, showing the highest annual growth rate of
the six special municipalities. Taipei City had a total of 31,180 buildings
transacted, ranking second with an annual increase of 12.4%. Taichung
City took third place with 48,623 buildings transacted, an annual
increase of 11.9%. New Taipei City had 63,346 buildings transacted
throughout the year and continued to rank first of the six special
municipalities in the annual transaction volume, with an annual increase
of 5.5%. A total of 38,270 buildings were transacted in Kaohsiung City
throughout the year, an annual increase of 2.7%. Among the six special
municipalities, only Tainan City showed a slight decrease of 0.6% in
transactions last year with only 23,044 buildings transacted.

HERE 2020 FEMRFEE R » 3 12
AR ERERIBERN S IR ER
RETER @ EHRABRHEATEA B
RANBEZER » 2RSSR E RS
DIRECEERE  RRFERBORBRES
FAIGINESREE RS - BBTESER
fE2RE™  TEHRMEMmEREENNKE
B 0 B R RS A B AR KRR R
BRIES  FtEMERBERTNHISE
LB REREFREE -

REIBEFERHEBRNERRR
H2020F 12 ADHEEEI4D B
L B 37.0 DB 179 DER I
“@BALE  HERRIEEE/\EER
HEE - BABAAKBRIEES - THE
BHERE fikERGAEHESTEE=
TEDE N » RSN B AR T
REREXEEAE LA - ARBUTET
BURFE » EEMFERREEFELZEE
B 2 ATEERHERERBEL 600 &
T B R AFRBRENKEEREA 700
BRF o NMEMW » REHEEFWRDE
EHRME > B 12 BRABRESHME
PEEL 035 Bt BI AT LIRIE -
RBFEERHEHECR - I EEEEK
20858 0 EhAIES A— s ZAES%
F RRFEHHENFEREREE -

FRHMEMAET  LBE 2020 FHTEZEEL
TEERMRENE | k2754 BT £
2 13%  BENFAE 2RS4
o A BEREHUAILHHERERER
BE R @ b/ 2020 FHERSIZEL 3,140
BT 82019 F 42471870 K
K 6684 (BT » FIBIRAY 27%  Frdb ~ Bk
B 2020 RS LEL 2019 F3EH0 - FHrdk
mAeLAECE  HEEE 52059 BT

MR E (Q4 2020)

The overall performance of the real estate market in 2020
was quite impressive despite the housing market control policy
announced in December; which may more or less affect the future
market. The control policy announced adds a restriction on the
loan limit and cancels the grace period for companies and natural
persons that purchase multiple properties. The policy also adds a
restriction on the loan limit for property buyers and developers
with existing residual stock loans. The policy introduced by the
government aims to improve and shape a healthy growth model in
the real estate market. Meanwhile, it will facilitate the rigid demand
in the housing market. The market changes brought about by the
control policy will be the next focus of national attention.

According to My Housing online website, which provides an
overview of new housing projects in the Taiwan market, the score
in December 2020 dropped to 35.4 points, a decrease of 1.7
points from 37.1 points in November 2020, indicating the end of
the two-month rising streak. The housing market had flashed a
yellow-blue light for eight consecutive months. Among the six major
components of My Housing online, the scores of the numbers
of pre-sale housing projects, newly-built properties available, and
advertisements declined; the scores of the number of appointments
to see properties and property deals remained even; only the
score of the bargaining rate rose. Due to the influence of the
government's housing market policy, the construction industry's
confidence in the launch of new projects and sales has been
tested. In December 2020, the number of pre-sale housing projects
dropped to an equivalent value of approximately NT$60 billion, and
the number of newly built housing units released in December 2020
dropped to around 700. Most construction companies have also
reduced advertising, which caused the number of advertisements
for housing projects posted in newspapers in December 2020 to
fall to around 3,500, hitting a record low. Due to the government’s
successive launching of housing market policies and the adoption of
real price registration 2.0, the real estate market is about to enter
the traditional off-season in January and February. It is expected that

the wait-and-see atmosphere will be stronger in the future.

According to the statistics of My Housing Magazine, the number
of newly built and pre-sale housing projects in northern Taiwan
in 2020 reached approximately NT$1,275.4 billion, with an
annual increase of around |3%, the second-highest in history, and
continuous growth for four consecutive years. Among counties and
cities in northern Taiwan, Taipei City had the highest growth rate
in the number of new housing projects launched in 2020 as the
number of new housing projects launched in Taipei City reached
an equivalent of NT$314 billion, which was a significant increase
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of approximately NT$66.84 billion from the NT$247.18 billion in 2019,
showing an annual increase of around 27%. New Taipei City and Taoyuan
City also had more new housing projects launched in 2020 compared
to 2019. New Taipei City ranked first in northern Taiwan as the number
of new housing projects launched reached an equivalent of NT$520.59
billion, an annual increase of around NT$55.04 billion and 11.8%. Taoyuan
City's number of new housing projects launched reached an equivalent
of NT$305.97 billion, an annual increase of NT$46.65 billion and 18%.
Yilan's number of new housing projects launched reached NT$24.22
billion last year, showing an increase of NT$3.34 billion and 6% from the
previous vear. The only two places where the number of new housing
projects launched declined in northern Taiwan were Keelung and Hsinchu.
Among them, Keelung City declined by around 60%, while Hsinchu County
and City 10% on an annual basis. Keelung City's number of new housing
projects launched was an equivalent of NT$5.76 billion, an annual decrease
of 60.4%. Although Hsinchu City reached the NT$100 billion mark and
the number of new housing projects launched reached NT$104.87 billion,
it still decreased by NT$16.34 billion from 2019, an annual decrease of
13.5%. Due to the low interest rates, the return of overseas funds, and
successful pandemic prevention efforts made in the country, the demand
for housing purchases had increased. If the trend of 2020 continues, the
housing market is expected to maintain moderate growth. In addition,
with reference to the Cathay Real Estate Index, the sales rate of the new
housing projects launched this quarter was 14.12%, an increase of 1.92%
from the previous quarter and an increase of 2.62% from the same period
last year. With growing prices and a stable supply, the overall real estate
market is still hot. However, as the recent housing market policies have a
more direct impact on pre-sale housing projects, continued observation is
still needed to foresee future market trends.

Macroeconomic Overview

The Directorate-General of Budget, Accounting, and Statistics, Executive
Yuan, announced that the Consumer Price Index (CPI) in December
rose by 0.06% compared to the same month of the previous yean
showing a positive growth for two consecutive months, which was
mainly attributed to the rising prices of meat, vegetables, air tickets, and
personal belongings. However, the prices of fruit, gasoline, gas, and hotel
accommodation fell, partially offsetting the increase. The core CPI annual
growth rate after excluding fruits, vegetables, and energy was 0.69%.
With the increase in international demand, crude oil prices rebounded
and the cost of agricultural and industrial raw materials rose; thus, export
prices denominated in USD in December 2020 increased by 0.76% YoY,
ending the decline for 25 consecutive months. However, as the future
development of the COVID-19 pandemic situation is still difficult to
predict, with the possibility of a recurring lockdown imminent, crude oil
demand and price are still at risk of declining. However, as the Organization
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of the Petroleum Exporting Countries (OPEC) continues to
reduce production, oil prices may rise slowly rather than sharply.
Therefore, the official expectation is that there will be no inflation
in 2021.

The Central Bank recently announced that the balance of
mortgage loans and construction loans in December last year
both hit a record high. In particular, the mortgage loan balance
broke the NT$8 trillion mark, reaching NT$8,042.2 trillion, with an
annual growth rate of 8.5%. The cumulative balance of mortgage
loans increased by NT$629.748 billion annually, hitting a |4-year
high. The balance of construction loans reached NT$2.4612 billion,
also showing an increase of 17.52% over the same period last
year, breaking the record since August 201 1. As the end of the
year is the traditional home-buying season, the number of new
mortgage loans offered by the five major banks in December
was NT$68.337 billion, reaching a new high since January 2016.
This was mainly attributed to the increase in the total of buildings
transacted in the six special municipalities and the number of
mortgage loan batches of entire housing projects offered by banks.

The continuous boom of the residual stock loan balance was
because of an increase in the demand for factories and offices
out of domestic enterprises’ need for factory expansion and
investment or building factories in Taiwan by major international
enterprises. Meanwhile, the presence of enterprises had also
driven regional housing demand, and the government's promotion
of reconstructing dangerous and old buildings and the urban
renewal program have contributed to the increased residual stock
loan balance. Furthermore, factors such as low domestic interest
rates and abundant market funds in 2020, drove the rigid demand
for self-occupied properties and the purchase of new homes in
the housing market, creating a great deal of momentum in the
overall real estate market. Yet, the impact of the real estate loan
restriction measures introduced in December 2020 will gradually

show and the aftermath should continue to be monitored.

Luxury Housing Market

2020 was a year that brought about new challenges for the
world, either in terms of the international situation, the global
pandemic, global economic development, or financial markets.
The luxury housing market, despite also undergoing ups and
downs, still showed outstanding performance. Looking back from
2020, a record-high number of buildings were transacted in the
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residential market in the past seven years. According to the current
public information and statistics, eight of the top ten luxury housing
communities in Taipei City with housing units transacted exceeded
NT$2 million per ping in the unit trading price, demonstrating
impressive results.

In terms of unit price rankings, One Park Taipei in the Da'an District
ranked No. | in the top ten luxury housing communities in 2020 as
a housing unit on the 18th floor was transacted with the unit trading
price of NT$2.6 million per ping. The buyer of the unit bought it
in cash without taking out any loan, setting a record for the largest
purchase by a natural person in the community. The Palace Mansion
ranked second, which is also in the Da'an District. The property had
no transactions for quite a while, yet a housing unit on the second
floor with a large balcony was transacted with the unit trading price
of NT$2.59 million per ping. This shows a certain degree of support
in the community's value for luxury home buyers in Taipei City.
The third place went to The Silk Court, which had just joined the
competition in the luxury property market. Although it is located in
the Songshan District, it has a living environment similar to that in
the Da'an District. It is not surprising that it has thus attracted many
high-end customers. A unit on the first floor of The Silk Court was
transacted with the unit trading price of NT$2.39 million per ping,
breaking the record for the community. In addition, the communities,
including "Wen-xin Xin-yi", " Lian-he Da-yu", "Guan-de Xin-yi", "55
Timeless", and "Lian-he Da-zhe" in Xinyi District, and the "Xi-hua
Fu-bang" community in the Zhongshan District were all on the
list. Evidently, the location and living environment of these luxury
housing communities in the city center were still the key factors
considered by many high-asset customers, and the prices of luxury
properties reflect these factors.

Looking at 2020, with the low interest rates and the impact of the
international situation, Taiwan's economy and housing market were
relatively optimistic. There were even many properties bought by
buyers in cash without taking out any loans. This also showed that
the luxury property market also performed well in 2020. Howeven,
the selective credit control regulations introduced by the Central
Bank will inevitably impact high-asset customers' asset allocation.
Luxury property buyers might be more cautious in the future and

must keep up with the market trends and official policies.
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international conditions, and the control policy, the Taiwan market
had shown strong resilience in standing firm against the headwind

despite many unfavorable factors.

In the office property market, the overall market supply
continued to shrink. In the fourth quarter of 2020, considering
the current market conditions, some landlords converted some
of their self-use units into the ones for lease and some existing
tenants might choose to downsize their business due to the
pandemic. Meanwhile, some companies' tenant contracts expired
when they considered organizational restructuring or integration
due to operational needs, leading to the termination of the
leasing contracts. Therefore, in this quarter, the sales volume
in the office market showed negative growth and only a slight
increase in the vacancy rate, but not that it was only a market
adjustment. In terms of prices, the office market was still strong as
the top office rental and transaction prices hit record highs. Due
to limited leasable space, the trend of the increase in office rent
spread to other office business districts. For example, the monthly
rent of office building A, which was recently completed in
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another business district, has steadily increased to exceed NT$3,000
per ping. Also, the Uni-President International Tower, a landmark
property in the Xinyi District, was transacted at NT$1.81 | million per
ping in September 2020, setting a record for the unit transaction price
of the building. From the supply viewpoint, since no new office space
was released, the problem of insufficient market supply still exists. In
2021, only approximately 38,000 pings of office space are expected
to be released. The Farglory Taipei Dome Office Building will supply
the largest portion, but most of its remaining space is for self-use; thus,

the actual supply of additional office space is still scarce.

In the property investment market, due to the strong demand for self-
use properties and low interest rates, the commercial and industrial
real estate markets in 2020 demonstrated outstanding performance,
with an annual transaction amount exceeding NT$120 billion. The
major transactions included Fubon Life Insurance's acquisition of
Sunworld Dynasty Hotel Taipei for NT$26.8 billion, second only to its
acquisition of Hall A8 of Xinyi Place of Shin Kong Mitsukoshi in 2015
for NT$27.03 billion. Wan Hai Lines invested a total of NT$3.766
billion to buy the Changhong New Century buildings in the Neihu
District. Taiwan Semiconductor Manufacturing Corporation (TSMC)
invested around NT$10 billion in the establishment of buildings
in the Tainan Science Park. These investments gave a great deal of

momentum to the market in 2020.

The land market was no exception. In addition to construction
companies' active hunting for land, the life insurance businesses
also vied for land showing excellent performance. In 2020, the total
amount of the transactions in the land market exceeded NT$300
billion. The top three transactions were all made by the life insurance
businesses. For example, the superficies of Taipei World Trade Center
Hall 3 was acquired by Nan Shan Life Insurance for NT$31.276
billion, the Grand Nangang bid was won by Fubon Life Insurance for
NT$28.287 billion, and the superficies of the Cathay Camp Land were
also acquired by TransGlobe Life Insurance for NT$9.78 billion. There
were other large transactions, including Highwealth Construction
Corp.'s acquisition of land in Taichung's 7th Redevelopment Zone for
more than NT$10 billion.

Under the influence of interest rate cuts in 2020, major developers
were driven to actively acquire land. However, the Central Bank’s
policies on limiting financial resources and restricting residual stock
loan limits for the construction industry will more or less affect
developers' development of future strategies. It is speculated that only
developers with abundant funds may dominate the future market.
Thereby, making it important to monitor future changes in the market.

Taiwan Real Estate Quarterly Review (2020 Q4) ] ]
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Housing Market Outlook

In 2020, benefiting from low interest rates and the return of overseas
funds, the real estate market in Taiwan continued to heat up, with the
number of properties transacted hitting a seven-year high. Meanwhile,
the commercial and industrial property along with land markets
were more vibrant than the residential property market. Overall, the

performance of the housing market in 2020 was quite commendable.

Looking forward to 2021, the policy factor and the impact of the
pandemic will be the major factors affecting the housing market.
However, the selective credit control policy does not have a direct and
far-reaching impact on the rigid demand for self-occupied properties
and the purchase of new homes. If the low interest rate policy
continues, the heat of the housing market will remain, supported by
the rigid demand. Meanwhile, Taiwan continues to promote urban
renewal and restructuring of dangerous old properties, maintaining
stable interaction between supply and demand. It is hoped that the
market will develop healthily under these policies.

As the pandemic has affected the current development of the tourism
industry and tourist shopping areas, many shopping areas are forced
to face transformation, while general shopping areas are faced with
the challenges of rent and the vacancy rate. There is, however, always a
silver lining to a crisis. The pandemic has led to changes in consumption
and business models, and many new business models have emerged,
including the booming development of the food delivery industry
and the outstanding achievements of the transportation and logistics
industries, which are business opportunities brought about by the
pandemic.

There were several recent transactions of large shopping malls. For
example, Cathay Life Insurance acquired the Kwong Fong Plaza in
Taoyuan for NT$4.68 billion in October 2020, and Huang Hsiang
Construction Corporation recently acquired the Far Eastern Sogo
Dunhua Store for NT$13 billion. In addition to changes in owners, the
large shopping malls transacted are likely to change through urban
renewal and reconstruction, bringing new vitality to the real estate
market. The market under the pandemic may open up new trends
different from the past. In 2021, Taiwan should maintain a meticulous
attitude as in 2020, respond cautiously to the pandemic, and develop
steadily, while continuing to pay attention to changes in international
and domestic situations, adapting to changes in market trends, and
adopting the best countermeasures accordingly.
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