NNNNNNNNNNNNNNNNNNN

Talwan Real Estate _
S 2uarterly Review

(2022 Q1)




BEHFELLEIREHE

B EMISHE

2022 F - RN —F - BERRE
=5 HECHEBREEIEHLE - #HH
MEEE  BHESTREFETETEE
% - FEHREAHEEEEETT
KIgH > BHNRISEEEE I RA -
FEEMSHRREERRIEBE -

BEFEMm " EEEMERS,
202 F QI 2EFEMHRE ~ KRER
HLE BEXEREE  HEXD
BB AR ERIFFE  HREFEH
HE2RESKERES -

NEMEBAT IR TEYEERE
BB, MFTHER > IRYBKE -~ SIS
SERAR|—RSN - EERIUER - B g
FEEE—BUL - ERaltR5E~
AT\EFERVHTS 0 e BRE ~ Bl
BRI F5m 0 SlEERITE IS
FHFELk EREE BIEE
1999 FRMRART LURRISE XS ~ §7
AR LIZRAHTS

E—FTERINFE—FKE X
HMERBIZEAFT R 6492 B &
2021 FERIHAE o0 44% : Ep A4t
BET 7835~ FIB0.1%: FrkmE
516594 B~ £ 89% ; thEH A
T 113388~ 32 02% BT A
FH 12740 B~ FEIB 09% : BEm A
56091 B~ I8 102% ; mEmAE
10,323 15 ~ £E3E 7.9% o EENEHRR Y
&b~ kR EAE R HEIEERAE
1% 4h » Her—#BRREH 5% 2IEW
2iE > BRSFE—ERFERRES
2% B EHEFEREAREBEDH
BUE  NBE—F=RBFURARIT |
FRNRIPFT DA o

2 Toiwan Sotheby's International Realty

Real Estate Market Overview

The year 2022 marks a brand new year and a new beginning. As the
epidemic progresses, Taiwan has become accustomed to coexisting
with the virus. Although its impact is still being felt in all walks of life,
Taiwan is gradually moving towards a normal life. At the same time, with
the increase in vaccination rates, Taiwan has also adjusted its epidemic
control policies and is able to respond more calmly. The real estate
market also continues to move forward.

According to the newly released “Cathay Real Estate Price Index”,
asking and transaction prices in the housing market in Taiwan increased
significantly in Q1 2022, while bargaining rates remained stable, sales
rates decreased moderately, and trading volumes remained stable.
Compared with the same period last year, both the prices and volumes
of transactions showed an upward trend.

The three-month statistics on the "Number of Transactions for Building
Sales and Purchase” released by the Department of Land Administration
of the Six Special Municipalities of Taiwan showed that, except for
Taoyuan and Kaohsiung, where the annual growth rates were less than
10%, the growth rates for the other four special municipalities were all
above 10%. Among them, the transaction volume in Taipei City hit a
record high in the past eight years, while New Taipei City, Taoyuan, and
Taichung all hit new highs in the past || years, with Kaohsiung even
setting a record high in the past |5 years. As for Tainan, the transaction
volume hit the second-highest record in history since statistics became

available in 1999, and a new high since the merger of the county and city.

Further observation of the performance in the first quarter of 2022
shows the overall transactions in the Six Special Municipalities totaled
64,921, an increase of 4.4% compared to the same period in 2021,
Among them, Taipei City had a total of 7,835 transactions, an annual
increase of 0.1%, New Taipei City had 16,594 transactions (8.9%),
Taoyuan City had | 1,338 transactions (0.2%), Taichung City had 12,740
transactions (0.9%), Tainan City had 6,091 transactions (10.2%), while
Kaohsiung City had 10,323 transactions (7.9%). With the exception of
Taipei City, Taoyuan City, and Taichung City, where the annual growth
rates were less than 1%, each of the other three special municipalities
recorded transaction volume growth of more than 5%. Overall, the
growth trend in transactions remained unchanged in the first quarter of
this year, but the transaction growth rates in some metropolitan areas
showed obvious convergence. However, the performance in the first
quarter of this year still set a new record for the same period in the past
Il years.
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With the exception of Taipei City, Taoyuan City, and Taichung City, where
the annual growth rates were less than 1%, each of the other three special
municipalities recorded transaction volume growth of more than 5%.
Overall, the growth trend in transactions remained unchanged in the first
quarter of this year, but the transaction growth rates in some metropolitan
areas showed obvious convergence. However, the performance in the
first quarter of this year still set a new record for the same period in the
past || years. Among the six key elements of the My Housing Online
indicators, the scores for pre-sale housing projects, number of existing
new homes, and number of visitor groups all showed increases, while the
two scores for bargaining rates and the number of transaction groups
remained the same. The increase in the My Housing Online score in
March was mainly due to an increase in housing supply and growth in the
number of visitors. The government’s recent housing market regulation
policies and rising interest rates have not affected home-buyers with
rigid demands and have had little market impact. Although the housing
market has entered its traditional peak season and the number of housing
projects has increased significantly, some developers have slowed down
their pace and postponed projects due to the impact of interest rate
hikes and joint audits of pre-sale housing. As a result, there is currently
limited growth in the number of housing projects, and the overall housing

market is expected to remain stable in the first half of the year.

In Q1 2022, the transaction value of existing new homes and pre-
sale housing projects in Northern Taiwan was NT$273.29 billion, down
NT$7.87 billion or 2.8% from the same period last year. The value of
new housing projects in Taipei City for the period was NT$70.1 billion, an
annual decrease of NT$ 1.1 billion (-1.6%). That in Taoyuan was NT$49.7
billion, down NT$400 million or 0.8%, and the value in Hsinchu dropped
sharply to only NT$27.5 billion, down NT$13.3 billion (-32%). Yilan and
Keelung saw relatively large fluctuations due to shorter base periods. The
value of new housing projects in Yilan was NT$5.7 billion, down NT$1.5
billion (-20.9%). New housing projects in Keelung City came to only
NT$250 million, down NT$1.9 billion (-88%). On the other hand, New
Taipei City saw a large number of housing projects with a total value of
NT$119.8 billion, an annual increase of NT$10.4 billion (9.6%), making it
the only area in Northern Taiwan that showed positive growth.
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Macroeconomic Overview

The Directorate General of Budget, Accounting, and Statistics of the
Executive Yuan announced that the Consumer Price Index (CPI) for
March rose by 3.27% annually, a record high in | |5 months, with price
increases in all seven major categories, including food, clothing, housing,
and transportation. The core CPI, which excludes fruits and vegetables
and energy, also rose to an annual rate of 2.47%, the highest in 158
months.

The Directorate General explained that the inflation rate surpassed 3%
in March in one fell swoop mainly due to fuel costs rising in tandem
with international oil prices, coupled with higher prices for vegetables
and fruits, meals outside the home, meat, freight, household goods,
and rent. This was partially offset by lower prices for communications
equipment. In addition, the high prices of international agricuttural and
industrial raw materials affect manufacturers' production costs to a
certain extent. Domestic prices will inevitably be affected in the short
term, but they are generally slightly lower than in mid-March. As long
as the prices of agricultural and industrial raw materials are no longer
out of control, the rise in domestic prices is expected to gradually slow
down.

The Central Bank recently released statistics showing that both
mortgage balances and construction loans of the national banks
hit record highs in March. The balance of construction loans, which
symbolize developers’ confidence in new housing projects, continued
to reach a record high of NT$2,885.6 billion, representing a monthly
increase of NT$29.1 billion and an annual growth rate of |3.64%,
a three-month high. While there is still growth, compared with the
annual growth rate of construction loan balances that often exceeded
20% when the housing market was hot, the recent annual growth rate
of construction loans has slowed down significantly. Apart from the
Central Bank's strict control of loan-to-value ratios, high construction
costs have also made developers cautious in rolling out new housing

projects.

The balance of mortgage loans, a symbol of housing market sentiment,
rose to NT$8.9613 trillion, a two-month high of NT$65.7 billion in
monthly increase, and a three-month high of 9.45% annual growth.
However, for the past eight months, the annual growth rate of
mortgage loans has been less than 10%. The loan amounts in March
mainly reflected the general situation of closed escrows after the
Chinese New Year. In addition, rising housing prices had also pushed up
the loan amounts, and the effect of the interest rate hikes had not yet
been reflected. Therefore, one should not be overly optimistic about
the housing market.
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Luxury Housing Market

Since the beginning of spring 2022, the wealth of high-asset
groups has continued to increase and the market is flush with
capital, and this has led to a surge in luxury property transactions.
Despite a series of real estate regulation measures implemented
by the government in 2021, wealthy buyers at the top end of
the pyramid (some paid for their properties with cash) had not
slowed down their pace of buying luxury properties. According
to the newly released "Prime Global Cities Index", Taipei's luxury
property market rose by 18.9% in 2021, ranking the city sixth in

the world and second in Asia, right behind Seoul.

Observing recent key transactions, "One Park Taipei", a landmark
luxury residential property in Daan District, revealed that in
November last year, a foreign company spent NT$9 10 million
to buy two units on the 28th floor without taking a loan.
The unit price is about NT$2.96 million per ping, ranking the
development third and fourth in the community. In January, a
foreign company also bought a sixth-floor unit at “Huaku Sky
Garden” in Shilin District for a total price of NT$264 million
at a unit price of NT$1.427 million per ping, adding a piece of
good news to the luxury residential market. Although nominally
foreign-owned, the buyers are in fact mostly foreign corporations
of British Virgin Islands businesses, and most are really high-
asset groups in Taiwan. Regardless of the way these transactions
are configured, these buyers with plenty of capital have made
the deals without any hesitation. In November last year, the
| 4th floor of a luxury residential property at “Taipei City Park
Mansion” in Zhongshan District, which had been stagnant for
five years, was sold for a total price of NT$279.99 million at a
unit price of NT$1.414 million per ping, and was also paid for
without a loan. In addition, the well-known luxury property "The
Silk Court" in Songshan District received another piece of good
news in January. Two units on the 19th floor were bought by a
buyer for a total price of NT$390 million at a unit price of about
NT$2.05 and NT$2.07 million per ping, making it a firm member
of the "NT$2 million Club".

Despite the impressive buying power and the fact that the
luxury property market seems to be bucking the trend in
spite of all the government’s regulation measures, it is hard
to tell if the outlook for the luxury property market remains
bullish. This is largely due to the fact that the luxury property
market has long been subject to lending constraints that high-
equity buyers have grown accustomed to. On the other hand,
if one has sufficient capital on hand and there is no pressure

on capital needs in the short term, then investing in real estate
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quarters. Market sentiment shifted in the first quarter of 2022, with the office

TIZRAZRRIER - 2022 4

N leasing market taking the spotlight in the three months. Driven by demand
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13.0% , 2,277 2318 2335 234 ' 2,300 EEERASHELEERER booming industrial real estate market in the first quarter of this year.
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sy to be released from the Farglory Dome building at the end of the year,
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201 2017 2018 2019 2020 2021 2022 RV - ADIRIREAES among the top commercial office clusters. Meanwhile, due to the recent
Source: Taiwan Sotheby's International Realty BRIIGE | LOVEE S LR R i I MEELR  BEXKRBE % strong demand for corporate office upgrades, replacements, and corporate
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occupancy expansion, the supply of new top-tier
office space remains in short supply. It is expected
that the monthly rent of NT$5,000 per ping for top-
tier commercial offices will become the new norm.
At the same time, the Farglory Dome building is also
approaching the completion countdown stage. The
monthly rent has been set at NT$3,400-3,800 per
ping, setting a new high for the regional commercial
office market on Zhongxiao East Road. The office
leasing market is expected to maintain steady growth
in price and volume until there is a significant increase
in supply. However, in the next five years, Taipei City
is planning to supply more than 800,000 pings of new
office space, of which 420,000 pings are expected
to be provided in Nangang District. In the future, it is
foreseeable that rising vacancy rates will put pressure
on rents, and the direction of rent increases remains
to be seen.

In the investment market, the transaction value in the
first quarter exceeded NT$30 billion, slightly lower
than in the same period last year but still a relatively

significant amount compared with the same period
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in previous years. It is worth noting that the life insurance industry
was the main buyer in the period, accounting for with transactions
exceeding NT$20 billion in value this quarter. Key transactions
include China Life's acquisition of the entire "Global Strategic Center"
commercial office building in Taichung City's 7th redevelopment zone
for NT$12.05 billion. This is the third rare transaction in the history of
Taiwan's real estate industry, with the total amount for a single building
exceeding NT$10 billion. Next is TransGlobe Life's acquisition of the
Ambassador Hotel Hsinchu and Hsinchu Administration Building for
NT$5.8 billion. The transaction is a leaseback deal that will provide the
buyer with a stable return on investment. Together with transactions
such as UTOWN in Xizhi and the Blue Sky building in Sanchong last
year, TransGlobe Life has invested about NT$10.7 billion in the real
estate market in the past six months, indicating that the life insurance
industry has returned to the real estate investment market with
a fervor. In addition to investment from the life insurance industry,
businesses' own use demand also provided considerable trading
momentum. These include the acquisition of the Fu-Ding Technology
factory building in Xizhi by Voltronic Power Technology for NT$1.398
billion, the acquisition of Cathay United Bank's office building on
Zhonghua Road in Taichung by hypermarket operator Save and Safe
for NT$700 million, and ShareHope Medicine's acquisition of the
Chateau de Chine Hotel Taoyuan, which is planned to be rebuilt as
Taiwan's first smart medical city, for NT$1.178 billion. In addition to
the boom in real estate transactions, the current investment boom has
also led to a revitalization of the use of various transaction targets. It is
expected that the market will usher in a wave of asset revitalization in
the future.

The land market has been relatively quiet. In addition to the selective
credit controls imposed by the Central Bank, many developers
have become more cautious in their assessment of land acquisitions
due to the interest rate hike in March. As a result, the pace of
land transactions has slowed. Recent key transactions include the
acquisition of a prime site in the Kaohsiung Museum of Fine Arts area
by Kuo Yang Construction together with six other companies for a
total investment of NT$2.592 billion, with Kuo Yang Construction
contributing nearly NT$ 1.3 billion. In addition, Farglory also acquired a
land parcel in the Beitou District of Taipei City at a cost of NT$2.173
billion, while HighWealth Corp. acquired land in Taoyuan with a
building permit for $2.037 billion. Compared to land transactions, the
surface rights market has been relatively quiet recently due to limited
supply. A noteworthy transaction is the acquisition of the surface
rights of the plaza in front of the Taoyuan High Speed Rail Station
by Cathay Life Insurance for a royalty of NT$2.506 billion. The site is
expected to be developed into "Landmark Plaza Taoyuan", a complex

leisure and entertainment business city.
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Overall, the commercial real estate market is still quite healthy. Not
only is it supported by businesses' own use demand, but the return
of the life insurance industry to the real estate investment market
also provides a boost. In addition, the unique characteristics of real
estate make investments a safe haven. However, with the land and
investment targets becoming scarce recently, the focus of future
investment may shift to MRT land development and government-led
urban renewal.

Housing Market Outlook

The year 2021 ended on a high note, with the economy as a whole
performing well and the housing market posting good results thanks
to strong economic growth. Looking ahead to the rest of 2022,
although the general view is that there is no reason for housing
prices to fall, there are still a few hidden concerns to be aware of.
First, the global economy is in turmoil and the international situation
remains tense. Due to the ongoing war between Russia and Ukraine,
the global economy has been disrupted, causing raw material and
energy prices to rise sharply and, in turn, increasing inflationary
pressure both domestically and internationally. Central banks around
the world are taking various measures to combat inflation in terms of
monetary policy and interest rate hikes. In the short term, there may
be a trend of receding capital flows, which will indirectly affect the
real estate market. The local interest rate environment has changed
as the Central Bank raised interest rates by a quarter of a percent
for the first time in nearly || years this quarter. Although this move
has a limited impact on buyers with rigid demands, it does present
a hidden worry for them. If the Central Bank steps up the pace of
interest rate hikes in the future, the pressure on homebuyers to
repay their mortgages will increase significantly, causing them to adopt
a more wait-and-see attitude. Meanwhile, the recent depreciation
of the New Taiwan Dollar and the stock market correction has
slowed down the economic boom that occurred in 2021, and the
growth of the real estate market has slowed down accordingly. In
short, the stock market in 2022 will have a direct impact on the
changes in the real estate market. In addition, with general elections
to be held at the end of this vyear, real estate policy is bound to
become a major issue in the election campaign. In recent years, the
government has introduced a number of policies to regulate the real
estate market which will affect the price and volume changes. The
Central Bank has also proposed amendments to crack down on real
estate speculation, including restrictions on the exchange of pre-sale
housing contracts, a private legal person purchase permit system,
cancellation of pre-sale housing contracts, actual price registration,
and a reward system for whistleblowing, in the hope of more robust
development of the real estate market. However; under the influence

of various government policies, speculative investment has already
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been significantly reduced. Although the government has introduced various
policies to combat rising housing prices, these may not necessarily lead to
falling housing prices. On the contrary, affected by factors such as rising raw
material prices, the prices of existing new homes and pre-sale houses are
still rising significantly. It is expected that in 2022, without a notable recession
in the economy and a decline in consumer prices, it will be difficult for real
estate prices to decline. With the demand for buyers' own use still strong, the
real estate market is not expected to be lukewarm as long as housing prices
remain affordable. However, it is still necessary for one to pay close attention
to the development of the global situation and domestic policies and make
preparations. Although there may be shocks in the short term, the real estate

market will still be stable in the long run.
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