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Real Estate Market Overview

2021 saw a resurgence in the COVID-19 pandemic, and a nationwide level
3 alert was even announced for a period of time. Nevertheless, with the
collective efforts and perseverance of all Taiwanese citizens, the spread of
the pandemic was under control within the shortest period of time, and
its impact on the housing market was also kept to a minimum. The housing
market even grew in spite of the challenging times, showing how resilient
the Taiwanese real estate market could be.

The Six Special Municipalities announced the number of buildings
transacted and transferred in December 2021, and the total transaction
volume of the Six Special Municipalities came to the figure of 27,802,
showing a monthly increase of 7.1% and an annual increase of 6%. This
marked change and set a new record in the single highest number of
transactions in the most recent six years. In particular; transactions of 5,070
buildings have been closed in Kaohsiung City, showing the most stellar
performance with an annual increase by [8.5%. Transactions of 45,166
buildings were closed in Kaohsiung during the entire year, displaying an
annual increase of 18%, which had the highest growth throughout the Six
Special Municipalities.

Demands for buying houses became steady again in the fourth quarter
of 2021, and all Six Special Municipalities maintained a 7% growth in
the number of transactions completed. An overview of the year-round
transaction volume showed that cumulative transactions throughout
the Six Special Municipalities came to 267,751 buildings in 2021 for the
entire year, which has set the new record of highest growth for the past
eight years, indicating that the demands remained fervent for the housing
market. In particular; 30,391 buildings were transacted in Taipei City with
an annual decrease of 0.9%. Taipei City was the only city that showed
negative growth throughout the Six Special Municipalities. 68,295 buildings
were transacted in New Taipei City with an annual increase of 7.8%. 46,830
buildings were transacted in Taoyuan City with an annual increase of 2.4%.
49,806 buildings were transacted in Taichung City with an annual increase
of 2.4%. All of which have set the new records of highest growth for the
past eight years. In the southern region, 26,752 buildings were transacted in
Tainan City, which saw an annual increase of 16.1%, while 45,166 buildings
were transacted in Kaohsiung City, which saw an annual increase of [8%.
This has set the highest record in history since the aforementioned cities
have been consolidated with their respective counties in 2010.

According to the online website My Housing, which provides an overview
of the market for new housing projects in northern Taiwan, the score in
December 2021 dropped to 41.7 points, a decrease of 1.9 points from
the 43.6 points in November 2021, indicating an end to a five-month rising
streak and start of a downward streak. Among the six major components
provided on My Housing online, the scores of the numbers of pre-sale
housing projects promoted and the number of newly-built properties
available, and the number of appointments to see properties have declined;
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the scores of bargaining rate and housing projects available-for-sale remained
the same; only the score of the closed transactions rose. The decline of
scores mentioned in the preceding paragraph was mostly attributable to
the relatively sharp decrease in number of housing available. This was mostly
because the suppliers' confidence was crushed by the government's housing
policy, as well as the arrival of low season for the market of new housing
projects. Viewing from the perspective of market changes, it can be seen
that the government's rigorous housing restrictions have had far greater
psychological effects on the property companies than the consumers.
Nevertheless, the four other indicative components other than availability
have not experienced such drastic changes.

The number of new housing projects and pre-sale housing projects
promoted in the fourth quarter of 2021 came to a worth of approximately
NT$337.18 billion, showing an approximate growth of NT$28.7 billion
from the previous quarter, or a quarter-on-quarter increase of about 9.3%.
If compared with the previous year, the figure showed an approximately
NTS$I 1.1 billion annual decrease or an annual decline of 3.2%. Cumulatively,
the number of housing projects promoted in 2021 in northern Taiwan came
to a worth of approximately NT$1,192.8 billion, which was a decrease
of approximately NT$103.3 billion from the previous year, or an annual
decrease of approximately 8%. However, with the strong support from
and momentum brought by NT$500 billion worth of projects promoted
throughout Taiwan in the fourth quarter alone, the amount of revenue of
promoted projects peaked at NT$ 1.7 trillion in 2021 despite the odds,
creating an annual increase of 1.8%, which has reached a brand new high in
the past seven years since 2014.

Based on the statistics, except for increases seen in Keelung and Hsinchu,
there has been an overall decline in the number of projects promoted
throughout the remaining part of northern Taiwan. In particular, the greatest
decline in the projects promoted was seen in the greater Taipei area. For
Taipei City, the cumulative number of projects promoted in 2021 only
came to a worth of NT$280.4 billion, resulting in an annual decrease of
NT$36.1 billion, which was an annual decrease of approximately |1.4%. As
for New Taipei City, the cumulative worth of projects promoted in 2021 was
approximately NT$448.3 billion, showing an annual decrease of NT$76.9
billion, which was an annual decrease of approximately 14.6%.Taoyuan City
had approximately NT$301.9 billion worth for the number of projects
promoted in 2021, showing an annual decline of NT$1 1.2 billion, which was
an annual decrease of approximately 3.6%.Yilan saw approximately NT$22.9
billion worth in the number of projects promoted in 2021, which were both
an annual decline of NT$1.4 billion and an annual decrease of approximately
14.6%. As for growth displayed in Keelung and Hsinchu respectively, Keelung
saw approximately NT$15.4 billion worth in the number of projects
promoted which was an annual increase of NT$9.6 billion, or 165.5%
increase annually; while Hsinchu saw NT$123.9 billion worth in the number
of projects promoted which was an annual increase of NT$12.7 billion, or
an | 1.4% increase for the year. As Keelung had a shorter base period in the

previous year, it also showed a relatively higher rate of growth.
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Macroeconomic Overview

The Directorate-General of Budget, Accounting and Statistics, Executive
Yuan, announced in December 2021 that the annual increase of
Consumer Price Index (CPI) was 2.62%, the increase has exceeded
the inflation threshold warning of 2% for five consecutive months. The
annual increase has also marked a thirteen-year record high at 1.96%. In
particular there has been a significant rise of 2.39% in dine-out expenses,
which has created the greatest increase for the past 81 months.

Officers at the Directorate-General of Budget Accounting and Statistics
further pointed out that dine-out expenses may continue to increase.
Since prices are relatively higher for international agricultural raw
materials in 2021, this brought an influence on the substantial rise of oil
prices, in addition to the increase in transportation and fruit prices, all of
which led to the higher growth of food prices. However, in the event of
the lack of drastic fluctuation in international raw material prices in the
near future, dine-out expenses can be expected to gradually decrease by

the second quarter.

The Central Bank has recently announced that in December 2021, the
balance of housing and construction loans came to NT$8,803 billion and
NT$2,808.4 billion respectively, both setting new record highs in history.
In particular; the housing loans have dramatically increased by NT$103.6
billion in a single month and experienced an annual growth rate of
9.46%, thereby setting a new record high for the past 4 months. Officers
from the Central Bank have pointed out three reasons in their analyses:
the first being that traditionally, the days leading up to Lunar New Year
had always been a popular time for purchasing property for Chinese
people; the second being that the number of housing transactions in
the Six Special Municipalities has slowly picked up after the level 3 alert
was lifted in Taiwan; and lastly, the amount of housing loans would also
increase in line with the increase in housing prices. Officers stated that
though the balance of housing loans have continued to reach new highs,
the annual increase rate has only reached a high point in the past 4
months, indicating that buyers have turned speculative in the housing
market recently. As for construction loans, which indicate the construction
companies' confidence in promoting new projects, the balance for
construction loans as of December 2021 has increased to NT$2,808.4
billion. In spite of the NT$54.7 billion increase in the month, the annual
growth rate has dropped to [4.11%, showing a five-month consecutive
decline and has reached a new two-year low. Causes have included
problems faced by all construction companies in recent years, including
labor shortage and increased construction costs. Moreover, the regulatory
measures imposed by the government, as well as the Central Bank's
rigorous control measures that target loans for acquisition of lands in the
fourth quarter have also made the construction companies much more
reserved in land acquisition as well as project promotions.
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Luxury Housing Market

The performance of the overall housing market was quite well in
2021 with abundant market capital and the rise in the price of real
estate. As the leader of the housing market, the performance of the
luxury property market was exceptionally well this year with good
news being reported constantly. For instance, taking the standard
luxury property worth NT$80 million or more in Taipei City as an
example, based on the statistical information of the actual price
registration, the closing price for luxury property in Taipei City in 2021
was as high as NT$62.9 billion, with number of transactions as high
as 350. This showed an exceptionally high demand. Da'an District
outperformed all other areas in Taipei City and had the most number
of transactions and the highest total closing price in all transactions,
indicating that prime location was still a key factor when considering

to buy properties for the high-end consumer group.

The most expensive luxury property in 2021 was undoubtedly the
One Park Taipei in Da'an District, which was sold for a total selling
price of approximately NT$4.75 billion and an average price of
NT$400 million, topping all others in this category in the year. It
was also the most expensive luxury property per square ping, with
the highest single closing price at NT$2.99 million per ping. Though
it was a related party transaction, from the view of the property's
total transaction price or single closing price, this property was surely
the king of luxury property in 2021. The second-best-selling luxury
property was Sherwood Residence in Dazhi, Zhongshan District, with
a total annual selling price of NT$4.5 billion. Its performance definitely
did not fall behind and has set the same stellar record last year. Peace
Palace came in third, which was also built by Yuanlih Group. With a
total selling price of approximately NT$2.89 billion, this performance

also stood out from the highly competitive luxury property market.

In terms of single closing price, Xinyi D5, in Xinyi District, came in
second place with a single closing price of NT$2.7 million per ping
on a 23rd floor unit. Located in Boai Special District, Song Tao Yuan
is one of the most iconic luxury properties in Taipei City, and it
came in third with a NT$2.5 million/ping as its closing price. What's
worth mentioning is that, on top of the three most expensive luxury
properties, closing prices for all top 10 luxury properties in Taipei
City, including The Palace Mansion in Da'an District, the Sherwood
Residence and TreeView in Zhongshan District, The Silk Court and
Your Majesty in Songshan District, as well as 55 Timeless and Kindom
Xinyi in Xinyi District, have exceeded NT$2 million per ping this year.
It is obvious that demands for the luxury property market this year
are still high this year.

Taiwan Real Estate Quarterly Review (2021 Q4) 7
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Though the government has implemented various regulations and
controls over the housing market and tightened loan restrictions in recent
years, luxury properties remain a key target for high-end customer groups,
thanks to the benefits of abundant capital and the pressure of inflation
due to the ease of monetary policies and low-interest environment.
Luxury properties remain excellent objects for the cash flow of high-
end customer groups, and many buyers have even paid in cash to
purchase properties. However, the luxury property market remains a
heavily regulated sector to the government, and uncertainties including
restrictions on housing policies and international political tension continue
to exist. Therefore, it may be hard for the luxury property market to live

up to its strong performance of the past.

Commercial Real Estate Market

Looking back on the commercial real estate market in 2021, Taiwan's
economy was not as severely and negatively affected by the pandemic
as the rest of the world. Moreover, being able to benefit from the
restructuring of supply chains and capital inflow have led to a surge
in investments from the private sectors, and the performance of the

commercial real estate market was very well once again.

After the pandemic has gradually eased down and the economic prospect
became more positive, business operations of enterprises stabilized
in Taipei City, and the commercial property market came to a sound
outlook. 2021 was another record-breaking year for the prime office
building market. Lease for an office on the 28th floor of the Taipei Nan
Shan Plaza in Xinyi District has set the new record at NT$4,350/ping
per month, making it the 7th most expensive office building of all times
for office space rental in history. It was also the highest single closing
price for the past two years. Also, adding Taipei 101 with NT$4,200/ping
per month rental, and Cathay Landmark at NT$4,151/ping per month
rental to the Taipei Nan Shan Plaza, these three locations accounted
for the three most expensive commercial building transactions in 2021,
establishing a stable and forceful business triangle in Xinyi District. The
E.Sun Headquarters Building in Dunhua North Road and the Taipei
Farglory Dome are expected to be completed in 2022 and be part of
the competitive market, and strong performances can still be anticipated
for the office building market.

The performance of the investment market was also exceptionally well.
The cumulative transactions for commercial real estate for the entire
year exceeded NT$150 billion, beating the record from two years ago.

Major transactions included the following: Huang Hsiang Construction

Taiwan Real Estate Quarterly Review (2021 Q4) 9
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Corporation acquired Dunhua Sogo with NT$13 billion, Shin Kong
Life Insurance Co., Ltd. acquired the entire China Development
Building with NT$9.289 billion, and Mercuries Life Insurance acquired
the Huaku Finance and IT Center with NT$3.4 billion and other
significant transactions. Moreover, other large-scale transactions also
included the acquisition of Lantian Building at NT$4.1 billion by
TransGlobe Life Insurance Inc., and raising funds for Millerful No. |
REIT (real estate investment trusts) and acquisition of DynaPack's
Guishan office and factory with NT$4.5 billion, indicating a strong
momentum in the investment market.

The land market also remained strong. Though there were no large-
scale major superficies that were released in 2021, the overall
performance of transactions had been on par with that of the
previous two years. Total transaction amount came to nearly NT$140
billion in 2021, setting a new record high in history. Most of the buyers
were construction companies. However, most land transactions took
place in areas outside of greater Taipei. For instance, Huang Hsiang
Construction Corporation has purchased 2,895 ping of land in
Taichung's 7th Redevelopment Zone with NT$7.758 billion, while
Highwealth Construction spent NT$3.969 billion to acquire land

near A7 station of MRT Taoyuan Airport Line. Nevertheless, several
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large-scale transactions were made in both Taipei City and New Taipei
City, including the commercial land acquisition at NT$8.527 billion
in Fuduxin, Xinzhuang, by Highwealth Construction, along with the
superficies obtained jointly by Compal Electronics and AcBel Polytech
Inc. for Beitou Shilin Technology Park at 8.198 billion which had become

the superficies transaction with the highest price in this year

The overall commercial real estate market was fairly robust and
transaction volumes have returned to pre-pandemic levels. Moreover,
with abundant domestic refugee capitals and the return of the life
insurance industry to the real estate market, coupled with the strong
needs for plant expansion from the tech industry, acquisitions of large-
scale property have increased over the years, which in turn made the
commercial real estate and land market more active. Buyers continue
to look for sound and quality objects, and the direction of market
trends in 2022 are worthy of attention.

Housing Market Outlook

Going forward to 2022, the overall housing market shows a trajectory
of increased prices and supply due to various factors in 2021, including
the inflow of capital, a sharp increase in the raw material prices,
restructuring of supply chains, low interest, and ease of monetary
policies, as well as potential inflation. Furthermore, in addition to the
greater Taipei area, regional developments have also contributed to the
rise the housing prices of various cities in Taiwan. However, on top of
an optimistic prospect, the housing market also faced various challenges
in 2021, such as the implementation of the Actual Price Registration
System 2.0, changes in policies and taxes, and the fourth wave of
selective credit control, which put restrictions on the loans extended
to natural persons for purchasing high-priced houses and the highest
percentage for loans extended for purchasing 3 (or above) houses, as
well as restricting the percentage for loans used to purchase lands and
circumstances surrounding idle lands. In addition, transfer of contract
and registration of terminated contracts are also prohibited in the
pre-sale housing market. A reporting system has also been instilled in
place. Moreover, the disposal to criminal liability, or sentence to a fine
concurrently were put in place to counter housing speculation as a
preventive measure for such action. Furthermore, as the pandemic has
also affected wages for workers, and residential housing purchases have
also been affected to a certain extent. Under the two countering forces
in the bullish and bearish market outlook in 2021, there was still robust
growth, indicating the strong resilience in Taiwan's housing market.
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Going forward to 2022, as elections will take place, housing prices will
surely continue to be a topic of concern. Drastic changes concerning
policies and political aspects are expected to happen, which will in turn
affect the housing market. Additionally, uncertainties include guidelines
on Taiwan's interest rates after the federal rate hike, the control or
improvement on the threat of inflation, or whether there are going
to be changes to the pandemic situation again, as well as geopolitical
uncertainties between nations, all these factors individually will have
an overall effect on the housing market. However, with factors like
construction labor shortage, substantial increase in raw material prices,
and high land acquisition costs from the construction companies on a
practical level, it is difficult for housing prices to go back to what they
used to be. From the demand side, though the number of speculators
has decreased, the demand for self-use residential housing remans
inelastic. Moreover, as Taiwanese enterprises in the tech sector and
manufacturing industry returned to Taiwan and with needs for plant
expansion, it can be expected that though the performance of the
housing market may not be as great as 2021, the overall development
is expected to remain stable. With that being said, prudent observations
on the directions in the housing market and the economy and adequate
responses will continue to be the best strategy.
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