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Real Estate Market Overview

The turmoil caused by the pandemic has gradually stabilized in the
first quater of 2021. The haze surrounding the overall market has
slowly dissipated, displaying the tough side of the Taiwanese market
to the public.

The six Special Municipalities of Taiwan respectively announced the
latest number of transactions for sale and purchase, which reached
62,157 in the first quarter, an increase of 16% from the same period
last year The growth rate was relatively high because the first quarter
of last year experienced the peak of the pandemic. Nevertheless,
it also set a new record high for the first quarter since 2012. Not
only did it reflect the stable demand for self-occupied housing in the
current market, but new projects completed in recent years also

contributed to the increased number of transferred buildings.

Observing the individual performance of the six Special
Municipalities in March, New Taipei City experienced the highest
number of transactions(5,797), with a monthly increase of 56.25%
and an annual increase of 19.55%.The number of transactions in the
cities of Taichung and Taoyuan were 4,000, and 4,226, respectively,
an increase of 47.35% per month and 10.45% per vear. Taoyuan
City had 4,005 transactions, with a 25.75% monthly increase and an
8.95% annual increase. Taipei City had 2,806 transactions in March, a
monthly increase of 36.819% and an annual increase of 13.01%.Tainan
City had 2,060 transactions, with a monthly increase of 48.41% and
an annual increase of 8.31%. Kaohsiung City had 3,682 transactions,
with an increase of 58.23% monthly and 19.24% vyearly. All Six Special
Municipalities have performed quite well.

My Housing online, which provides an overview of the northern
Taiwan market, scored 37.7 points in March, 4 points higher
compared to the score in January. The score has fallen for three
consecutive months, which signals a downturn of buyer's market for
I3 consecutive months. Among the six major components of My
Housing online, the three scores for pre-sale housing projects, the
supply of existing new homes, and the number of advertisements all
showed an increase. Meanwhile, the three scores of bargaining rates,
number of visitors, and transactions remained the same. Although
it was the peak season with 329 real estate sales in the first half
of the year, the number of existing new homes released in March
was lower than expected. The main reason for the low inventory
of new homes being released is that the government has recently
and real estate agencies successively introduced housing market
control measurements, which has affected the sales confidence of
builders and real estate agencies. In March, the number of newspaper
advertisements released by the construction project was only about
4,000 batches, and the average number of visitors had only increased
slightly since February.
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According to the statistics provided by My Housing Magazine, the
total sales volume of newly-built and pre-sale homes during the
first quarter in Northern Taiwan was approximately 235.946 billion
NTD, a quarterly decrease of approximately |10.664 billion NTD
(31.9%), and a yearly decrease of 46.137 billion NTD (16.4%). In
addition, the statistics provided by My Housing Magazine showed
that the pre-sale developments during important period of May
20th were about 213.381 billion NTD. Although the recent real
estate market conditions have been relatively stable, the number
of pre-sale developments still decreased. Obviously, builders were
affected by the change in policy and needed to readapt to the
market. Looking at the counties and cities in northern Taiwan, the
number of proposals in the Greater Taipei area has declined. The
number of proposals in Taipei City was 64.710 billion NTD, with
a decrease of about 23.2%. The value of proposed cases in New
Taipei City totaled 89.030 billion NTD, a decrease of approximately
8.6%. Taoyuan City had the most dramatic decrease in value, with
44.389 billion NTD in proposed cases, a decrease of about 34.0%.
The number of cases introduced in Keelung and Yilan is growing.
Although the increases reached up to 83.3% and 79.7%, respectively,
this is not significant because the base period in the two regions
was low. The Hsinchu area has a value of 23.07 billion NTD for
cases, an annual increase of about 9.0%. Although this was opposed

to the trend, it is still low in terms of typical quarterly amounts.

Currently, we observe positive outlook among potential property
buyers. The number of transferred buildings has shown an increase
in volume, and the housing market is still dominated by seller's
market. At the same time, the government has also actively
introduced policies to counteract real estate speculation. Price
increases in the housing market in March have been suppressed,
and some pre-sale developments have also undergone a wave of
re-sale status. The trend of owner-occupied housing will become
apparent as more policies will be implemented. The mid- to long-
term housing market will also be more robust.

Macroeconomic Overview

The Directorate General of Budget, Accounting, and Statistics of the
Executive Yuan announced that the Consumer Price Index (CPI) for
March was down by 0.59% from the previous month. After adjusting
for seasonal changes, it increased by 0.34%, which is an increase
of 1.26% compared to the same period last year. The average CPI
for January-March was 0.82% higher when compared to the same
period of last year The reasons were mainly caused by increases
in fuel costs, airline tickets, clothing, and meat prices. However, the
increases were partially offset by the costs of fruit, communication
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equipment, and fuel gas. If vegetables and fruits were excluded, the
increases became 1.38%, with a total index increase of .07% after
excluding the energy costs. In addition, the wholesale price (WPI)
increased by 4.36% annually, putting an end to 22 consecutive months
of negative growth. This reflected the upward trend of prices for
international raw material. According to the Directorate of General
of Budget, Accounting, and Statistics, the WPI usually leads the CPI by
two quarters. If the price of international raw materials continues to
rise in the third quarter, it will be necessary to pay attention to the
manufacturer's purchasing expenses and to determine whether the
increased costs will lead to an increase in the prices consumers pay.

The Central Bank recently released statistics on the consumer
loans financed by National Banks in March. The values of housing
and construction loans came to 8,187.5 billion and 2,539.4 billion
NTD, respectively, both setting new historical highs. The balance
of housing loans, which symbolized the demand for the housing
market, continued to hit a record high, with an increase of 55.6 billion
NTD in March over February. The annual growth rate of housing
loan balances soared to 9.25%, setting a new record in 14.5 years
since October 2006. The central bank explained that some loan
agreements had been postponed to March due to the lower number
of work days based on the Lunar New Year in February. Moreover,
the number of house showings dropped sharply during the most
severe period of the pandemic in March last year. This resulted in a
relatively low base period which was subsequently reflected in the
increase in the annual growth rate. The value of construction loans for
pre-sale developments also set a new historical high with a monthly
increase of 24.6 billion NTD, and an annual growth rate that fell to
|7.79%. 1t had fallen for two consecutive months but was still showing
an upward trend when comparing year to year. It is important to
note the delayed start of work days that was attributed to the Lunar
New Year and the increase in construction and material costs; these
two factors resulted in the lack of working days and materials, which
delayed the work of builders and contractors. This also affected
changes in the number of construction loans.

Luxury Housing Market

The American Business Magazine, Forbes, listed a total of 2,755
people worldwide on its 2021 list of the World's Billionaires, including
40 Taiwanese who have a net worth of more than | billion U.S.
dollars this year With a substantial number of ultra high net worth
Taiwanese people, the Taipei luxury housing market has also become
the focus of Taiwan's housing market. According to the number of
transactions involving residential buildings and apartments with prices
of more than 80 million NTD in Taipei City, the transactions numbers
continue to rise and set a new high in 2021, which represent the
highest number of transactions in the past five years.
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In the first quarter of 2021, the sales of first-tier luxury housing in
Taipei City have successively provided good news in the market.
Many transactions were purchased with cash, which is enough to
show the formidable power of the high-asset customer groups.
In terms of the famous luxury house "55 Timeless" in the Xinyi
District, this house was purchased by corporate for a total price
of 295 million NTD in January. The 9th-floor households have a
total area of 169 ping and a unit price of 2.03 million NTD per
ping. In February, a transaction of a unit sales price of 570 million
NTD is purchased under an individual. The unit is 288.44 ping that
is located on the 25th floor with a unit price of approximately 2.15
million NTD per ping. The transaction was a non-loan and a full-
cash transaction, setting the highest total price for this year's luxury
housing transactions. The well-known luxury house “Xihua Fubon™ in
Dazhi, Zhongshan District, was purchased by a corporate in January.
Two households reside on the 5th floor which has a total area of
357.39 ping with the house claiming a total price of 467 million
NTD for .55 million per ping. It was also a non-loan, full-cash
transaction. In addition, "Xihua Fubon" also had another transaction
was completed in February for the 36th-floor households with a
total price of 340 million NTD for a total area of 188.94 ping and
about 2,292,400 NTD per ping owned by a corporate. In addition
to the elite areas, the traditional luxury residential settlements in the
Tianmu area were not falling behind. In February, the Tianmu luxury
mansion "Tianmu Yuzhuang" saw another transaction. The second
floor with 304.45 ping was purchased by a corporate at a total
price of 322 million NTD, with a conversion rate of about 1,392,400
per ping. This is the first transaction made by the "Tianmu Yuzhuang"
after the price was registered.

The luxury market has been challenged by recent policy changes;
however, it also thrived under the help of the reorganization of
the global industrial chain, the return of Taiwanese businessmen,
and the low interest rates. Demand still exists for luxury houses,
especially for those high-asset groups, families returning to Taiwan
or companies that were re-investing in properties. Buyers with
sufficient funds were not in a hurry to transfer property and were
looking forward to long-term value-added space. It is not a problem
for the five-year lock-up period to pass for the 2.0 real estate
integration tax.

However, looking further at the recent luxury housing transactions
in Taipei City, although the number of transactions was increasing
with the total number of transactions in 2020 increasing by 30%
when compared with 2016, the transaction prices have not grown
correspondingly. This showed that betting on the luxury housing
market is not competitive among high asset groups of people. A
need still exists to monitor the market changes and not be too

optimistic about the luxury housing market.

Taiwan Real Estate Quarterly Review (2021 Q1) 7



BEHFELLEIREHE

MRS (Q1 2021)

FRORERTTH R

SRERRITRAL

—— HERAEERIR

/== 2 = 3 %7
3.50% - FRRIRITERIRE — SREIERNEK
3.00% -
2.50% - N 2.366%
2.00% -
1.50% -
1.125%
100% | e
0.50% \_\ 0.415%
. o -
0.080%
0.00%
SN o9 TN T’ Th o =~ oo 0d’w ' o0w o g m o'~ o oo~ ol ;!
A 04 O O O O O O O 0O O +d -4 40 0 O O 0O 0 o0 o0 O d +d 4 0 o o
00 0 O OO O O OO O O O OO O 0O 0O O O O O O O O O O O O O «w «
o I e T e e IO e O e N e SO e AR e O e O e O o B o | I AN &N AN AN AN AN AN NN N NN NN NN
©O O O O O O O O O 0O O O O OO0 O o o o 0O o o o o o o o o o
N AN &N &N NN AN AN AN AN AN NN AN AN &N &N AN AN AN AN AN AN NN AN NN

Source: Taiwan Central Bank

It AEZEER LTS HLCT/AEA)
= 2,325 2,340 2,350
— 70 E K =175 ] ’
. 2,277 2,335 2345|2300
13.0% 2,260 ,318 ’
2,295
12.0% . 2,250
0 2210 2,265
242
11.0% 2,180 2,200
10.0%2 110 2,115 2,125 2,120 2,170 2,150
9.0% 2,120 2,120 2,122 2,130 2,100
W% 19
8.0% ' 77% 2,050
7.0% 6.7% 6.7% 2,000
6.3%g. 19, 6.3%
6.0% L 5.7% 1,950
5.5% 5.3% 5 20
5.0% 4.75% 1,900
580% W 4.20% 2 72%
4.0% St 0 1,850
4.d8b; 3.70% 3.35%
3.30% _ 3.32%
3.0% 1,800
Q102 |0Q3 |Q4(Q1|Q2|Q3|Q4|Q1|Q2|Q3|Q4|Q1|Q2|Q3|Q4 Q1 |Q2|Q3|Q4| Q1
2016 2017 2018 2019 2020 2021

BRZRR - PERBEPRRIT

Source: Taiwan Sotheby's International Realty

8 Taiwan Sotheby's Infernational Realty

BRIRR « AEKE LERE AR

BRAAEETS

2021 FEHE—FRE - AELELERE
XEERE  HEREZREER © 5F
LEIEXEMABERRENRRS & K
EEAASEDHZE —SXRINERE -

HATIZE D - BdemitiaimeR - SF
B RIRASTAEES ~ TILRTZIL
REEMRAETT THL - ERIBEEAK
AT E  REAARBA  RLLER L)
NEWRGTIEME - REWATHHERE(L
AR HEBAEE W BREAK - =8
RRKEREE N ERFEERAEBEE
R - TEHA 2021 M AEHEMHBNLIE
KRE - NERREANERNELEAE
REAX » HARFTZEMITamEREER
AFRZEERTS - Tafh 2024 FERIHA
TR EERE - BRISFEEEEFER
EWFARIEE  ESHARE  TKRZEE
MR ZRIRTF RS » AEHER 9 BT
ZTEBHE  HAMBTIAEERKNEE -
FRARKANFEITEIEAEL 37 BHA
RE®KTL » BERKATSTIAE 208
IR EME -

REMGHD  F—FTHESREESHE
BT ARRSBREE - AZEAR
BEXRER NEERSHE  £—FA0%E
B 300 BTRZEHR - HPSREERR
% RZBRERSE I ASLUTEE
929 BITBARERBENE - E_2EMR
BRI AATL B 564 RITBAR
MEBES  MEXZEHTEEFFTER
SEHOY  HEWUE - WIMEMESRE
BMRERE L 449 BTEABER
SRR ~ RSB 48 EITBE R
MBERNNESSERS - SRE—ELUK
WRBEAABEDSZEOER - Ba

Commercial Real Estate Market

In the first quarter of 2021, economic activities in Taiwan were
stable, businesses were operating solidly, and international trade was
recovering steadily. Many manufacturers have maintained a steady
pace of expansion. Therefore, the performance of the commercial

real estate market in the first quarter remained stable.

For the office leasing market, a lack of availability still exists in the
supply in Taipei City. This year, it is expected that two buildings,
including the TransGlobe Life Plaza and the Dunbei Headquarters
of Yushan Bank, are expected to be completed and released.
However, the TransGlobe Life Plaza has been pre-leased and the
Dunbei Headquarters is for self-use. Therefore, the supply of office
space for leasing remained tight. The office leasing market did not
change much this quarter. The cost of rent increased slightly, but
not much. The vacancy rate also remained low. With the limited
supply released this year; it is expected that the office leasing market
will continue to be renewed in 2021. However, the shortage of
commercial offices will not last long because many builders have
been investing in the development of the office market for the past
two vears. It is estimated that new office space will continue to
grow after 2024. At present, it is estimated that about 90,000 ping
of space will be released after the Living Mall Development Project,
the Dunnan Financial Building, Yuanta Headqguarters, and Cathay
Pacific Building are completed. These will make a considerable
amount of commercial office space available on the market. Also, it
is predicted that about 37 office buildings will be completed in the
next six years in Taipei City, introducing approximately 200,000 ping
on the market.

The investment market still showed outstanding results in the
first quarter under the support of the life insurance industry.
Commercial real estate investment in this quarter hit a record high
over the same period in history. The transaction amount exceeded
30 billion NTD in the first quarter Among them, the life insurance
industry made a large contribution. The largest transaction was
from a purchase made by Shin Kong Life Insurance of the China
Development Industrial Building for 9.29 billion NTD. The second
highest was also a purchase from Shin Kong Life Insurance of
Hsinchu Riant Plaza for 5.64 billian NTD. The two transactions
altogether have reached nearly half of the total transaction amount
for this quarter, which is quite impressive. Other transactions
included a purchase by Kinsus Interconnect Technology of the
Wintek factory for 4.49 billion NTD and a purchase by Chunghwa
Post of Zhonghe Taiwan Science and Technology Plaza for 480
million yuan. The life insurance industry has always been regarded

Taiwan Real Estate Quarterly Review (2021 Q1) 9
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as a confidence indicator for the commercial real estate market.
Currently, the life insurance industry has returned to the
investment market on a large scale. The need for offices, factories,
and buildings for purchaser use also reinforced the willingness of
insurance companies to invest in the industry.

The land market has become much more stable than last
year. Aside from the impact of the Central Bank's policy of
restricting the number of loans, were also released in this
quarter. The notable transaction of this quarter was the 8.6
billion NTD purchase by Highwealth Construction of Taichung
7th redevelopment zone and the Airport A7 MRT station.
Although the overall investors has been sitting on the fence, large
developers will still maintain the pace of land purchases, but their
attitude will be more cautious, and investment targets will need
to be more accurate. At the same time, this will reduce the entry
of over-leveraged and small-scale builders into the market. It is
expected that this trend will continue during the implementation
of the loan restriction policy.

In addition, the lack of sufficient land in the prime areas of Taipei
City will result in the number of applications for urban renewal
and redevelopment projects for old buildings continued to grow.

As of the end of January this year, the number of applications
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approved by Taipei City reached up to 440 cases. In addition to
residential buildings, commercial real estate also opened up a new
space from the reconstruction of unsafe and old buildings in urban
areas. The well-known Leofoo Hotel, which has been in operation
for nearly 50 vears in Taipei City, has been transformed into a new
20-story commercial building through a reconstruction project. The
San Want Residences in the east district of Taipei City and the well-
known Ambassadors Hotel in Zhongshan District were also in line.
They will be upgraded through the urban reconstruction project. The
potential development benefit is expected to be at least 10 billion
NTD.

Housing Market Outlook

One vyear after the pandemic started, the overall housing market
was showing steady and strong recovery with the support of funds,
interest rates, supply and demand. Property transaction volumes
remain active in some areas. In fact, in the second half of 2020, the
epidemic's impact has gradually diminished due to the implementation
of adequate epidemic prevention in Taiwan. The housing market has
also grown against the trend, and the transaction volume and amount
have continued to set new high records. However, a real estate loan
control policy has been established to regulate the housing and land
markets since the end of 2020. Hence, both parties are bound to be
more cautious when it comes to transactions. This will also increase
the market’s wait-and-see atmosphere.

Aside from the policy impact, the housing market was also facing a
doubling in the increase in construction costs. If the cost problem
remains unsolved, this will result minimal decrease for housing prices.
High housing prices will also be a major issue for the of the future
market.

Policy control will curb speculation in the housing market and turn
the mainstream market back to rigid demand. In the long run, the
market will be more solid and steady. In the second half of 2020, with
the epidemic coming under control, interest rates had dropped to the
lowest in history, creating an excellent opportunity for self-occupied
property buyers. According to My Housing Magazine, the total number
of new cases in North Taiwan decreased for three consecutive
quarters, hitting a new low in | | quarters. It can be seen that after the
policy was announced at the end of last year, this policy did not have

much of an impact on buyers who maintained a rigid demand.
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In terms of the commercial real estate market, if companies
purchase assets to reduce short-term profits, they will be more
likely to focus more on the self-use purpose for the company or
the long-term value of the real estate. As a result, their cautious
assessments will allow the market to grow in a more stable
direction.

The domestic economic trend was optimistic in the first quarter
of 2021.The housing market generally changed along with the
economic conditions, reflecting the firm performance of the housing
market. In the second quarter, the real estate policy and land tax
2.0 was about to be implemented. Therefore, it is bound to have a
short-term impact on the housing market. Additionally, the Central
Bank launched a second wave of selective credit control in March.
Relevant loan quota restrictions will apply to corporate purchasing
houses, luxury houses, and loans for the third units and above.
Therefore, this will gradually affect the market, so more observation
of the market change is needed.We should also continuously paying
attention to the policy trends at all times. For example, the Ministry
of Finance recently announced that the real estate and land tax
2.0 was aimed at real estate speculation. Therefore, there will be a
specific exception to avoid having this tax affecting regular buyers.
For example, if individuals and companies trade houses and land
with a holding period of fewer than five years due to involuntary
factors, a 20% tax rate can be applied. Accordingly, the buyers and
sellers can create a win-win situation by making proper responses
and coordinating their actions with the implemented policies.
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