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Real Estate Market Overview

It has been more than a year since COVID-19 first surfaced at the end
of 2019.While the pandemic has adversely impacted almost all industry
sectors globally and continues to do so, Taiwan'’s real estate market has,
beyond all expectations, stayed resilient.

The Department of Land Administration of the six special
municipalities recently released data on properties transacted in June.
The volume of transactions in the six special municipalities exceeded
25,000, representing a monthly increase of 1.1% and an annual increase
of 26.6%. The Department of Land Administration of the six special
municipalities recently released data on properties transacted in June.
The volume of transactions in the six special municipalities exceeded
25,000, representing a monthly increase of |.1% and an annual increase
of 26.6%. Further analysis of the information on properties transacted
in the six special municipalities in the first half of the year showed more
than 16,500 properties transferred in Taipei City, an annual increase of
around 22.64%,; corresponding figures for New Taipei city were 700 and
24.07%. More than 23,200 properties were transacted in Taoyuan City,
an annual increase of around 15.36% and nearly 25,600 in Taichung City
(26.99%). More than 13,400 properties transferred in Tainan City, an
annual increase of around 28.03%, and more than 22,000 properties in
Kaohsiung City, where the annual increase was around 32.15%, making
Kaohsiung City's the fastest-growing of the six special municipalities.
In the first half of the year, the total number of properties transacted
in the six special municipalities was 134,500, a year-on-year increase
of 24.6%. The significant percentile increase was due to the lower
transaction volume in 2020 caused by the severe impact from the
COVID-19 pandemic.

The My Housing online score, which represents the market overview
of new projects in Northern Taiwan, dropped to 29.7 points in June, a
decrease of seven points from May. The score has declined for three
consecutive months and hit a new low in more than a year. The score
has declined for three consecutive months and hit a new low in more
than a yean signaling a weak property market toward the trough
after 15 consecutive months of pending decline. Of the six major
components of My Housing online, the scores for four, namely the
number of pre-sale housing projects, the discount rate, the number of
visitor groups, and the number of transactions declined. The scores for
the number of new housing units and the number of housing projects
to be sold were unchanged. As the entire country was under Level 3
alert for COVID-19 in June, the public took the initiative to observe
lockdown measures and avoid going out for property visits, so the
number of visitor groups dropped most sharply since the outbreak
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of the pandemic. Meanwhile, most construction companies have
postponed the launch of new projects, and the overall market has
turned sluggish. Not until the pandemic eases and the lockdown is
lifted gradually will buyers reappear and the market recover.

According to statistics from My Housing online, newly completed and
pre-sale housing projects in Northern Taiwan in the second quarter
of this year amounted to NT$228.553 billion, a quarterly decrease of
more than 30 billion or around 14%; year-on-year decrease was more
than NT$100 billion or about 30%. Projects launched in the first half
of 2021 were valued at around NT$494.639 billion, a sharp year-on-
year drop of NT$117.856 billion or approximately 19.24%.

Based on the observation of the overall performance of cities and
counties in northern Taiwan in the first half of the year, new projects
launched in Taipei City were valued at NT$109.705 billion, a year-on-
year decrease of NT$64.733 billion or 37.11%. It was the city with the
largest decline in the number of projects launched in northern Taiwan.
New projects launched in the first half of this year in New Taipei City
fell below the NT$200 billion mark, standing at just NT$195.01 billion,
a year-on-year decrease of NT$41.74 billion or about 17.63%. Those
launched in the same time period in Taoyuan City were valued at
around NT$107.32 billion, a year-on-year decrease of about 20.28%.
However, Keelung City, Yilan, and Hsinchu each saw an annual increase
in the number of new projects launched. The value increased by
NT3$610 million in Keelung in the first half of the year, an increase of
about 25.85%.Yilan witnessed an annual increase of NT$1.591 billion,
or around 17.29%. New projects launched in the first six months of
this year in Hsinchu increased to N'T$68.839 billion, or nearly 24.88%.
Although the number of new projects launched in Hsinchu grew,
most of the growth came from the suburbs, particularly the new
redevelopment zone outside the urban area.

The pandemic began to break out locally in mid-May this year with
a much more severe situation than the prior year, putting the entire
nation under the Level 3 alert. People were forced to postpone
their property visits, which cooled the housing market temporarily.
According to statistics from the 591 market survey, total domestic
sales in the real estate market this May totaled NT$126.62 billion,
a 35.68% decrease from the previous month, indicating that the
pandemic was affecting the pace at which new projects were
launched.
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The newly released Cathay Real Estate Index for the second
quarter of 2021 shows that the six special municipalities and
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the actual impact of the pandemic will gradually emerge in the
second half of the year In addition, the direction of the housing
market in the second half will depend on whether the pandemic
can be controlled properly and whether the overall vaccination
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Macroeconomic Overview

The Directorate General of Budget, Accounting and Statistics
(DGBAS), Executive Yuan, announced that the Consumer Price
Index (CPI) for June increased by 1.89% on an annual basis.
The DGBAS stated that the increase in CPl in June was 0.59%
lower than in May, mainly due to the weakening of the low base-
period effect, the suspension of the implementation of summer
electricity prices, and the increase in dining out curbed by
CQOVID-19. However, due to the drought and torrential rain this
May and June, vegetable prices in June rose by 20% from May
and 8.78% year-on-year. In addition, due to the increased farming
costs and purchases and in-home cooking due to the outbreak
of the pandemic, prices of eggs, pork, and chicken soared by
[4.46%, 4.54% and 2.4% on an annual basis, respectively, with the
largest increase in 26 months, 43 months, and the past 3 months,

9N 9 N o % 1m0 N0 N O A N d ;g nY N DO d N d o g ;nw } = SRR N A S ) respectively. Officials pointed out that the recent large increase
9 9598388998988 222899038898 S8 oo 8 88 S99 FTEREEPRE - BRIRAYE R EBE P Y P g
e S S S T S T S T T~ D S IS S in CPl is mainly due to the low base period, and that there is
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curren .
Source Data: National Statistics, RO.C (N.S) ERRR - PERBATENH
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The Central Bank recently released statistics on consumer
loans for June. The balances of housing loans and construction
loans continued to hit record highs in June. Housing loans
balance increased to NT$8,406.9 billion, a monthly increase of
NT$82.3 billion even with an annual growth rate of 10.42%,
reaching a record high in the past 15 years since August 2006.
Construction loans balance reached NT$2,620.9 billion, a record
high, while year-on-year growth rate continued to decline for
five consecutive months and stood at 16.68% in June, lower than
the 16.9% in the prior month. The Central Bank stated that rigid
demand and the wave of handovers and housing transactions
before the House and Land Transactions Income Tax 2.0 came
into effect prompted the overall housing loans to rise despite
the impact of the pandemic in June. As for supply, the costs of
land acquisition, labor, raw materials, and other construction
costs have been rising since the second half of 2020. Moreover,
after the Executive Yuan proposed a "real estate market
improvement plan" and construction companies evaluated their
investment costs, return on investment, and market demand, plus
the impact of the pandemic in May, the construction companies
started to adopt a more conservative approach in their wider
plan for launch of new projects, resulting in a slowdown in the
growth of construction loans balance.

Luxury Housing Market

Amid the tough times in 2020, the market demonstrated its
resilience. However, this year is more precarious and uncertain,
and the changes in the real estate market have also attracted
much attention. The escalation of COVID-19 since mid-May,
the House and Land Transactions Income Tax 2.0, and the new
real-price registration system that will take effect in July have
reinforced the wait-and-see atmosphere in the market, adding to
the uncertainties in the second quarter. Still, the overall property
market has not stagnated.

In Taipei City’s luxury property segment, a unit on the | Ith
floor of One Park Taipei, the indicative luxury property in Daan
District, was sold at NT$360 million in June (NT$2.4 million per
ping). Notably, there were |2 transactions made in cash in the
community so far In addition to the secrecy of the cash flows,
the handover speed is fast, making it one of the most popular
luxury property. The “Shou Xi Gong Guan”, a well-known luxury
property in Xinyi District, also disclosed the actual transaction
price information in the second quarter. At present, there are
|3 transactions with available actual prices, all at around NT$2
million per ping; the highest price was for a 23rd floor unit that
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was sold at NT$2.706 million per ping. In addition, a unit on one
of the topmost floors (25th to 27th) was sold at a total price
of NT$1.282 billion. Its estimated price per ping (with parking
space excluded) was approximately NT$3.26 million; no further
information is available on the real-price registration system.
Meanwhile, it is informed that the top-floor unit has a terrace of
more than 100 pings. If the area of the terrace is considered, the
unit price should be lower than the estimated one. According to
statistics from the Department of Land Administration, Taipei City,
among the luxury property units traded in Taipei with a unit price
of at least NT$2 million in 2020, One Park Taipei took seven of
the top 10 places; the remaining three were occupied by Palace
Mansion in Daan District, 55 Timeless in Xinyi District, and The
Silk Court in Songshan District, respectively. Among them, the
luxury properties of 55 Timeless and The Silk Court also had
outstanding performance in the first half of the year As of today,
there had been three transactions made in 2021 for 55 Timeless,
all of which stood firmly at the NT$2 million per ping mark. The
highest unit price was NT$2.15 million per ping on the 25th
floor, with a total price of NT$570 million. Meanwhile, the highest
total price in The Silk Court in Songshan District this year was
for a 21st floor unit transferred in March at the total unit price
of NT$215 million, or NT$2.1 million per ping. A total of five
transactions were made in this community this year. In addition
to the prime real estate, Las Pinadas, the top luxury property in
Taipei City, reported another new transaction after two years,
with a unit sold at a total price of NT$470 million (NT$2.5
million per ping) this April. All the transactions disclosed in this
community were NT$2.5 million per ping, making it the most
upscale and homogeneous ultra-luxury community in Taipei City.

The impact of COVID-19 in the second quarter was not small,
and many luxury property communities adopted measures to
prohibit visits for most of the time in line with the Level 3 alert
to get through the tough period of the pandemic. However, as
the advantages of quantitative easing and low interest rates still
exist, and Taiwan's stock markets climb to record high, the cash
flows in without showing a sign of stopping. Overall, the luxury
property market was still propped up by a certain degree of
buying momentum, and the real estate market was still a relatively
safe haven for funds, so the performance in the second quarter
and the first half of the year was still decent. Looking ahead, the
"Diamond Towers" in the Eastern District of Taipei is expected
to be launched in August, but the original 150 pings per unit
planned for the entire project will be adjusted to 75 and 80 pings

per unit on the lower floors to meet the market demand. This
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adjustment and the project's favorable location are expected to find
more favor among would-be buyers. The shopping area on Dunhua
Road also witnessed fierce competition. Many urban renewal and old
and dangerous building reconstruction projects are the main factors
in this segment, including "Dun-Nan-Yu-Suo", "Fu-Bang-Yi-Shu", and
"Gong-He-Da-Xia (by Continental Development Corporation)”.
Two such renewal projects have been launched, namely, "Dun Yang"
reconstructed from the Su-Li-Shi Building, and the "Move the City"
reconstructed from the Quan-Lu Building. It is anticipated that the
performance of the luxury property market in the future may not

be just ordinary.

Commercial Real Estate Market

The commercial real estate market remained stable in the second
quarter. Despite the severe situation caused by COVID-19, there
was still potential investment demand from companies and the
overall economy was not sluggish. The strong export momentum

also supported the industrial demand for real estate.

In the office building market, two office buildings — the Fubon
Liaoning Building and the Yuanta Life Building — were completed
this quarter in the Songjiang Nanjing office building district, yielding
a total area of roughly 13,000 pings. However, if the self-use and
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pre-leased parts were to be excluded, the two buildings would
have a slight impact on the vacancy rate as supply is quite limited
and the overall rent would not change much. Furthermore, some
companies' leasing plans and decision-making process were affected
by the escalation of the pandemic, with some plans even suspended.
Therefore, it is expected that the leasing market will hardly
experience a great change. However, as modern office models
have undergone significant changes due to the pandemic, some
companies may re-examine their demand for office space and the
use efficiency thereof in the long run. Working at a fixed location is
no longer the only option, and the application of office space will
also become more flexible. In particular, work-from-home and the
remote work models will influence companies' demand for physical
office space. This will bring continuous attention to the changes in
the future office building market.

In the investment market, although the pandemic has led to a wait-
and-see atmosphere and resulted in stagnation in the market, the
impact is only short-term. The manufacturing industry's basic needs
still exist. The pandemic has led to changes in people's daily lives
and consumption habits. The logistics and warehousing derived
from online shopping and the "zero contact" economic model all
have facilitated the actual needs for industrial real estate. Therefore,
the performance of the investment market was satisfactory. The
overall investment amount in the first half of the year exceeded
NT$70 billion, double the growth year-on-year; land transactions
even exceeded the NT$100 billion mark. The large transactions in
the second quarter were mainly made in the industrial category.
For example, MediaTek spent NT$3.26 billion purchasing Far
EasTone's building in Neihu Technology Park, ADATA Technology
bought Chonghong Cloud Technology Building in Neihu at a price
of NT$2.623 billion, and Wei Yi bought the entire Building A of the
Founding Joint Technology Center for NT$1.638 billion.

The performance of the land market in the second quarter was
outstanding, with transactions exceeding NT$60 billion. The
largest land transaction in this quarter was Highwealth's purchase
of commercial land in Fuduxin, Xinzhuang for NT$8.527 billion,
hitting a new high in terms of the total transaction price in Fuduxin
and reaching the record high in terms of the total price of land
transactions in New Taipei City. The transactions this quarter were
mainly for commercial land, such as Fuduxin in Xinzhuang, the
Taichung High Speed Rail Specific Zone, and the Shuinan Trade and
Economic Park. Due to the greater flexibility in development and
planning and a wide range of permitted uses, commercial land is now
more favored by developers. In addition, Cathay Life purchased type
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D construction land of more than 9,000 pings in Daxi, Taoyuan
for NT$1.5 billion and FamilyMart bought 16,000 pings of land
in Hukou, Hsinchu at a price of NT$2.365 billion to build food
manufacturing plants. Industrial land also demonstrated strong
momentum.

Housing Market Outlook

Even with the Level 3 alert for COVID-19 in the second
quarter, the investment assessment of acquisition targets
in the market still continued. The speed of progress might
have slowed but there were no signs of stoppage. With
the unremitting efforts of the people in Taiwan, voluntary
lockdown measures taken by the public, and relentless
preventive efforts, the pandemic has gradually been brought
under control, and the situation has been alleviated successfully
at the end of July. If the high-intensity pandemic prevention
efforts can be maintained, the lifting of the lockdown measures
will be just around the corner. Meanwhile, benefiting from
the optimism of the stock market in the first half, many
people made profits from stock trading and put their funds
in the real estate market to hedge. Moreover, with deferred
buying momentum arising from the rigid demand due to the
pandemic, the housing market will develop in an optimistic
manner in the second half of the vyear if lockdown measures
are lifted successfully. However, as the government's policy is
to curb speculation in the housing market, except for price
hikes to reflect the increase in construction costs and relevant
costs, prices are expected to remain stable. The pandemic
alert has also posed daunting challenges to physical stores.
The vacancy rate of major shopping areas has continued to
rise, and even exceeded 10%. Today, as consumption patterns
have undergone complete changes during the pandemic,
subsequent challenges include revitalizing shopping areas and
adjusting rent to reflect changes in the supply and demand of
retail stores. Consequently, atthough the overall housing market
in the second half of the year will not be too pessimistic with
cash flow still stable, there are still uncontrollable factors, such
as changes in the pandemic situation and in international
conditions. Therefore, it is necessary to be cautious and
continuously pay close attention to market trends.
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