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Real Estate Market Overview

Although the pandemic continues to affect the third quarter of 2021,
the overall market is adapting to these changes. The Department of
Land Administration of the Six Special Municipalities released the
details of the number of buildings sold and transferred in September.
The total volume of transactions in these municipalities exceeded
21,000 units. The overall volume of transactions in the third quarter
exceeded 55,000 units, and the cumulative volume of transactions in
the first three quarters exceeded 190,000 units, which is the highest
record over the past 8 years with an annual increase of 7.1%. While
the number of buildings transacted in September has increased as the
pandemic has gradually eased from level three control, the northern
region has not completely recovered from the pandemic. Taipei, New
Taipei City, Taoyuan, and Taichung are all experiencing annual decline in

building transactions.

In performance of each county and city, the number of buildings sold
and transferred in Taipei City was 2,487 units with a monthly increase
of 27.7% and an annual decrease of 20.6%; 5,236 units in New Taipei
City with a monthly increase of 18.7% and an annual decrease of
17.3%; 3,753 units in Taoyuan City with a monthly increase of 26.2%
and an annual decrease of 14.5%; 4,011 units in Taichung City with
a monthly increase of 36.9% and an annual decrease of 17.6%.The
performance in the southern region is relatively higher than the
northern region. The number of buildings sold and transferred in
Tainan City was 2,221 units with a monthly increase of 18.5% and
an annual increase of about 4.2%; 3,677 units in Tainan City with a
monthly increase of 40.7% and an annual increase of about 4.9%. As
pandemic restrictions ease,the property market conditions of the near
future may not continue to weaken. The score of My Housing online,
presenting an overview indicator of the new construction project
market in Northern Taiwan, continually increased to 42.2 points in
September with a growth of 4.2 points, compared to 38 points in July.
This increase in score for three consecutive months has not happened
since May 2013 according to My Housing online. Within the six major
components of My Housing online, the bargaining rate is the only
item to decline, while the other five items have gone up, including the
value of promoted presale projects, the units of newly built houses,
the number of construction projects available for sale, the number of
visitors, and the number of transactions. New construction projects
have halted for a while due to the outbreak of the pandemic in the
second quarter. The volume of pre-sale projects on the market has
dramatically increased as the pandemic ease, and buyers and sellers
recently have shown more optimism in entering the market.

Data from My Housing online magazine shows that the newly built
houses and the value of promoted pre-sale projects in Northern
Taiwan amounted to NT$270.5 billion in the third quarter of 2021.
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Although it slightly increased by NT$7.8 billion compared to the
second quarter of NT$262.7 billion with a quarterly increase of
3%, the cumulative value of promoted projects in the first three
quarters of this year amounted to NT$806 billion, resulting in a
decrease of NT$152 billion over the same period in the last year
of NT$958.1 billion with an annual decrease of 15.9%. For Taipei
City, the cumulative value of promoted projects in the first three
quarters of this year amounted to about NT$198 billion, resulting in
a decrease of NT$49.2 billion over the same period last year with
an annual decrease of 19.9%. For New Taipei City, the cumulative
value of promoted projects in the first three quarters of this year
amounted to NT$316.2 billion, resulting in an annual decrease of
18.9%, amounting to NT$73.6 billion. One of the most noteworthy
features is that the Sanzhi area has recently been driven by age-in-
place housing construction projects. Therefore, the value of Sanzhi
promoted projects has reached NT$3.5 billion, even beyond the
increasingly saturated areas such as Sanxia and Yingge. For Taoyuan
City, the cumulative value of promoted projects in the first three
quarters of this year amounted to a mere NT$162.3 billion, resulting
in a sharp drop of about 22.9% compared to the same period last
year. For Hsinchu County and City, the cumulative value of promoted
projects in the first three quarters of this year has an annual increase
of 10.5%, amounting to NT$9.2 billion, though more than half of
the administrative regions has a decrease in the value of projects
compared with the same period last year. The driving force behind
Hsinchu's growth against the trend lies in Zhudong due to the mega
project of town buildings on sale. Same is the story in Keelung, where
the value of the promoted project amounted to NT$ 15 billion,
increasing by about 2.3 times compared to last year. The value of
promoted project of Yilan amounted to NT$17.2 billion with a slight
decrease of 4.2%, which is similar to that of the same period last year.

Recently the Central Bank and the Financial Supervisory Commission
have initiated action on policies and measurements related to the
housing market. Although it helps to ease the overheated housing
market, it is unable to reverse the rising trend in house prices. Due
to the impact of inflation and the increase of land and construction
costs, house prices are predicted to continue to rise.

Macroeconomic Overview

The Directorate General of Budget, Accounting and Statistics
(DGBAS) announced that the Consumer Price Index (CPI) for
September increased again to 2.63% on an annual basis with a
substantial increase of 2.36% compared to the last month, not only
reaching a record high this year, but also reaching a record high over
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the past 8 years since February 2013. Moreover, it breaks through
the 2% inflation warning line for the fourth time this year. The
core CPI annual growth rate after deducting fruits, vegetables and
energy also reached 1.74%, a record high over the past 43 months,
showing that inflationary pressures should not be underestimated.
Although DGBAS has pointed out that the expansion of the
increase is mainly caused by the base period factor, the recent
international energy prices have also risen sharply; therefore,
changes in the price index shall not be underestimated in any way.

The Central Bank recently released data on consumer loans and
construction loans for September. The balance of housing loans
and construction loans have climbed up to NT$8.5443 trillion and
NT$2.7018 trillion, respectively, and both hit a record high. The
balance of housing loans is higher than that in August by 95% with
a monthly increase of NT$60.9 billion, which is an outstanding
growth rate. Compared to the same period last year, the annual
growth rates for the balance of housing and construction loans
were down to 9.38% and 16.29%, respectively, showing that both
growth rates have been slower. Analysis by Central Bank officials
shows that, since the pandemic, construction companies have
faced challenges of significant increase in raw materials, wages, and
land prices, or even lack of labor causing problems. These problems
cannot be overcome in the short term: therefore, the construction
companies are turning more cautious. Also, the balance of housing
loans has not yet fully returned to normal as the issues arising from
the pandemic have just eased in September and the lunar folklore
month has just ended; therefore, the slowdown in the growth of

housing loans is still of concern.

Luxury Housing Market

The latest data released by the "Global Luxury Housing Index",
about 35 cities have experienced a rise in prices of luxury housing
in 46 major cities in the survey of the second quarter of 2021.
The annual growth rate in luxury housing prices in major cities
worldwide is 8.2%, which is the biggest increase in a single quarter
after the 2008 financial crisis. Among them, Taipei City has an
annual growth rate of 14.9%, ranking 10th in the world and the 4th
highest in Asia. Because of the pandemic shock, there is uncertainty
in the international situation, and the warning signals of inflation,
high-asset customers have reconsidered the asset value and
reorganized their funds and asset allocation. Although the Central
Bank has reduced the loan ratio, the luxury housing market of
Taipei city still maintains a certain degree of enthusiasm in capital
boom and low-interest environment.
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"One Park Taipei", the indicative luxury housing in Daan District of
Taipei city, has reported another transaction. Two units on the 32nd
floor were sold for NT$2.9903 million and NT$2.9664 million per
ping in June, purchased by Xiangding Investment, closely related
member of Yuanlih Construction, without availing a loan. Although
this transaction was shown as "special deals for relatives and friends",
the transaction price was not relatively low, and even aspired to the
highest record of the transaction unit price of luxury housing this year
The famous luxury waterfront housing, "Xi-hua Fubon", is located in
Dazhi District and has reported a new transaction. Ventek VC Ltd,, as
an overseas Chinese and foreign investment company, also purchased
the unit on the 35th floor with all cash in August, worth a total of
NT$335 million, equivalent to a unit price of NT$2.23 million per ping.
The luxury waterfront housing, "Karuizawa", is also located in Dazhi
District and has recently disclosed a new transaction after two years.
The unit of penthouse on the [4th floor was sold in June at a total
price of NT$419 million, equivalent to a unit price of NT$2 million
per ping. Such a transaction has not been seen for a long time. It is
also a step in the firm foothold of the "NT$2 million luxury housing
club", showing that the property price at the waterfront living circle in
Dazhi continues to soar. The famous luxury housing, "Dinggau Luxury
Landscape", also belongs to Zhongshan District and has attracted
many wealthy families. The first transfer transaction has been reported
in the recent period, and the buyer purchased the |3th floor for
NT$175 million. The price has been slightly adjusted, compared with
the previous homeowner's purchase price 10 years ago. The land
king of luxury housing in Songshan District, "the Silk Court", continues
to report good news. The unit on the 7th floor was sold in July at a
total price of NT$212 million, equivalent to a unit price of NT$2.079
million per ping and also stood firmly at the standard line of NT$2
million. As for the ultra-prime location of luxury housing, Xinyi District
property market has also been very hot recently. "55 Timeless" has
a resale transaction for the unit on the 7th floor at a total price of
NT$286 million, equivalent to a unit price of NT$2.007 million per
ping. The transaction price was found to be equivalent to previous
purchase price as the reason may contribute to there was no record
of parking spaces included in this transaction. Both located in Xinyi
District, "National Art Museum" and "International Famous Mansion"
have reported transactions one after another in August. The unit on
the |12th floor of "National Art Museum" was traded at a total price
of NT$198 million, equivalent to a unit price of NT$1.366 million
per ping. The unit on 4th floor of "International Famous Mansion" was
traded at a total price of NT$130 million, equivalent to a unit price
of NT$1.521 million per ping, and a profit of NT$9 million was made

compared to the previous homeowner.
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Although the government has successively introduced control
measures recently against the real estate market, there are still many
high-asset customers willing to invest in the real estate market as
the low-interest environment persists and the construction costs
show an increasing trend. Many well-funded enterprises and high-
asset magnates purchase properties in cash without availing any loan.
As a whole, luxury housing may not be considered as an investment
product, but it may be deemed as a "safe haven" for high-asset

customers.

Commercial Real Estate Market

Coming to the third quarter in 2021, demand for commercial and
industrial real estate remains strong this year because of the support
of Taiwan's technology and manufacturing industries. In addition, the
Central Bank keeps its benchmark interest rate unchanged so the
market will have steady growth. Besides, some Taiwanese companies
located in China are forced to shutdown due to China's "Dual
Control of Energy Consumption Policy", and they do not rule out
considering reconfiguring the production line and expanding factories
in Taiwan. Therefore, commercial and industrial real-estate markets
are more likely to be noticeable in the future.

Due to the COVID-19 pandemic has led to a severe global recession
with differential impacts within and across countries,local and foreign
companies continue to adopt a wait-and-see approach in the office
market, and retain flexible office policies, such as employees working
from home and remote backup for emergency needs. Also, new
supply is recently scarce, while only the Dunbei second headquarter
of Yushan Financial Holdings is searching for office buildings for
self-use purposes. Although there is hope in Nanjing Songjiang
commercial district to have the plaza to bring about 4,600 pings of
new supply, the whole building has been rented out and the major
tenant is Matsushita Electric to make the overall trading activity
stable. The overall vacancy rate of Taipei City remains within 5%, and
the leasing price remained almost the same. Although the office
market has been in short supply in recent months, such a shortage
of supply will not last too long. In the following five years starting
from the next year, at least 39 new office projects in Taipei City will
be completed one after another, including the index projects of
new construction, rebuilding of unsafe and old buildings, and urban
renewal. It is estimated that nearly 590 thousand pings of supply will
be injected into the market, while nearly 40% are in the hands of the
financial holding and life-insurance industries; therefore, it is still not
easy to find suitable offices for self-use buyers for their own use.The
new supply in Nangang District will be the largest construction site in
the future for about 280,000 pings, accounting for nearly half of the
total supply.
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The investment market is relatively lively, and confidence in the real-
estate market has increased significantly recently from many industries,
including life insurance for their own use and also investment, resulting
in a continued increase in investment. For instance, China Life
acquired Hsinchu Yunzhihui building for NT$2.33 billion; CTBC Asset
Management Co. acquired the former Guorui Group headquarters
for NT$2.21 billion; and Mercuries Life Insurance acquired the
Huaku Zhifu FIT Center in Neihu for NT$3.4 billion. Last year, the
life-insurance industry made a big move to hunt mega pieces of
land and superficies. Overall, it invested more than NT$100 billion
in real estate last year. There are relatively few large-scale bids this
year, mainly focusing on commercial real estate, but the life-insurance
industry has cumulatively invested in more than NT$25 billion as of
August. Clearly, the investment in real estate is still a good choice
until the demand for funds recedes. Moreover, buyers who purchase
for their own use are also actively searching for properties. For
example, Taiwan Luxshare Precision purchased Chonghong Xinrui
Technology Building for NT$1.5 billion. In addition, the main buyers
are construction companies. Recently, many construction companies
have locked on targets to rebuild or redevelop, such as hotels and
entire old office buildings. For example, Goodman Construction won
the bid for NT$3.93 billion on the entire office building on Tingzhou
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Road. Farglory Construction and Lien-Jade Construction
purchased the motels at Phase 7th in Taichung for NT$3.88
billion and NT$2.88 billion, respectively. Clearly, the construction
companies are still actively pursuing new targets under such
market conditions where it is difficult to find high-quality land.

The land market has been booming in the third quarter, the
cumulative value of transactions has exceeded NT$200 billion
registering the second highest record over the past |5 years,
and it has also exceeded NT$200 billion for three consecutive
years, leading to quite an astonishing market condition.

The retail industry and e-commerce are quite active lately, and
they have expeditiously arranged land use for regional logistics
centers or central kitchen. Notably, the market consumption
pattern has changed during the pandemic to take advantage of
the trend to promote the development of the retail industry
and e-commerce. Following are the recent famous transactions:
FamilyMart spent N'T$2.36 billion to purchase 16,000 pings of
industrial land in Hsinchu County to be used for a fresh food
factory; E-commerce leader Fubon Media purchased industrial
land at Hemei; Changhua, to be used for a logistics center for
NT$1.3 billion in September. Meanwhile, the supermarket leader
Chuan Lian Enterprise actively participated in the public auction
of land rights to obtain superficies of land in many areas of
Taiwan, likely to expand a physical supermarket. Besides, general
construction companies have not fallen behind. For example,
Huaku acquired a land of nearly 875 pings at the Yucheng
section of Nangang for NT$4.488 billion. Farglory Construction
purchased land at Xitun District, Taichung City, for NT$3.882
billion, and Highwealth Construction in Xitun District, Taichung
City, for a total price of NT$1.02 billion. Despite the Central
Bank coming up with control measures recently, it is still difficult
to cool down the demand of investors. The trading momentum
of this quarter also exceeded NT$100 billion, and the overall
investment market has been very active.

Housing Market Outlook

As the pandemic has progressively eased, the market has
gradually stabilized. According to the "3rd Quarter of Cathay
Nationwide Real Estate Index", there is "a rise in price and
volume" this quarter compared to the second quarter, and "a
stability in price and volume" compared to the same period
last year. As urban renewal projects have greatly increased in
prime locations, both the offering prices and final purchase
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price have increased in the overall property market, leading to increased
overall transaction prices in the market. At the same time, the housing
market still remains strong as the Central Bank continues to maintain
low-interest rates, the stock market continues to heat up, and the
market is overflowing with funds. With the pandemic easing, the overall
market atmosphere is more likely inclined in favor of sellers. In addition,
the factors of cost, such as lack of labor and materials, and the cost
of construction materials continuously rising, also contribute to rising
housing prices in the supply and demand market, resulting in an increase
in buyer pressure. With the accelerating rate of global inflation, housing
prices are unlikely to decline.

The government's measures on the housing market have just started in
the recent period to be designed to limit investment hype. For example,
no grace period for the second household purchase of natural persons
in specific areas, limitations on loans for developers purchasing land, and
lowering loan for idle land in industrial zones to 50%. However; in a long-
term forecast, it is still beneficial to curb investors. Under the common
checks and balances of the control measures and the unified tax on real
estate, it is expected that the future real-estate market will be dominated
by strong demand for self-occupation purposes, which will lead to
healthier and more stabilized property market trends. Thus,there are
still many variables that may have an impact on the real estate market.
The outlook for the rest of the year is the correlation between increase
in construction costs and house pricing, the post-Covid |9 impact
and condition, and further house pricing control measures from the
government. Although the current housing market is still stable, buyers
and sellers still have to make compromises in the current environment
to create a win-win situation for both parties.
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