1. Economic and financial background

	Table 1: Key Economic Indicators

	　
	2005
	2006
	Jun-2007

	Total Population
	22,770,383 
	22,876,527 
	22,901,897 

	GDP (USD Million)
	354,918 
	364,422 
	181,898 

	Average GDP per capita (USD)
	15,668 
	16,030 
	7,979 

	Rate of real GDP growth (%)
	4.03%
	4.68%
	4.63%

	CPI rate (%)
	2.30%
	0.60%
	0.61%

	Unemployment rate (%)
	4.13%
	3.91%
	3.96%

	Stock market capitalization (USD Million)
	526,823 
	654,035 
	745,033 

	Bond market capitalization (USD Million)
	724,912 
	588,272 
	456,083 

	Foreign exchange rate
	32.167
	32.531
	32.74


2. Data on funds under management and portfolios

Please find the second column of the below table.

3. Key Trends in Flows and Assets under Management  

New Taiwan dollars (TWD) had been converted into USD at the rate of NT$32.735 to US$1, the approximate free rate of exchange on June 29, 2007.
	Table 2: Statistics of Assets under Management and Net Flow (USD)

	Types of Fund
	Mutual Fund Assets
	Net Flows

	
	Jun. 2007
	Market Share
	Jul. 2006 ~ Jun. 2007
	Growth Rate

	Equity Fund
	          20,913,549,386 
	33.67%
	8,281,608,449 
	65.56%

	Balance Fund
	            3,711,209,075 
	5.98%
	887,987,225 
	31.45%

	Bond Fund
	               895,184,338 
	1.44%
	-23,493,900,789 
	-96.33%

	Money Market Fund
	          25,456,672,123 
	40.99%
	11,450,952,426 
	81.76%

	Fund of Funds
	            6,256,944,879 
	10.07%
	2,688,977,220 
	75.36%

	Guaranteed Fund
	                   8,610,646 
	0.01%
	-211,490,699 
	-96.09%

	REITs Fund
	            2,672,202,093 
	4.30%
	1,699,587,491 
	174.74%

	Financial Asset Securitization Fund
	               690,852,010 
	1.11%
	690,852,010 
	100.00%

	Exchange Traded Fund
	            1,493,488,937 
	2.40%
	296,867,309 
	24.81%

	Index Fund
	                 12,959,199 
	0.02%
	-3,661,955 
	-22.03%

	Total
	          62,111,672,687 
	100%
	2,287,778,686 
	3.82%


3.1 Chart of Total Mutual Fund AUM              

[image: image1.wmf]7.64

7.70

14.51

17.02

22.79

32.35

33.51

54.31

66.63

81.47

75.79

59.97

60.09

62.10

0.00

10.00

20.00

30.00

40.00

50.00

60.00

70.00

80.00

90.00

1994

1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007/06



[image: image3.wmf]June 2007

Bond Fund

1.44%

REITs Fund

4.30%

Guaranteed Fund

0.01%

Fund of Funds

10.08%

Financial Asset

Securitization Fund

1.11%

Exchange Traded

Fund

2.41%

Equity Fund

33.68%

Money Market Fund

40.99%

Balance Fund

5.98%

    

3.2 Shares of Mutual Fund Market by Category 
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3.3 Trends Concerning International Investment Funds
The International Funds have grown both in fund size and market share because the whole global market was continuing blooming and domestic investors were still hot on the overseas market.  During the period from July 2006 to June 2007, 55 new international investment funds were launched and the assets have reached to US$ 10.84 billion occupying 97% of the entire IPOs amount.  At the same time, the market share of international investment funds has kept its growth pace from 18% to 35%. 

4.  Regulatory and self regulatory developments (including tax)
4.1 In order to strengthen the ability of assets management of Taiwan’s futures commission merchants, to provide more varieties of investments for investors, and to attract global talents, enterprises and funds, the FSC issued the “Regulations Governing Futures Investment Trust Enterprises” and “Regulations Governing Futures Investment Trust Funds” on 10 July 2007.

4.2 For the consistence of the self-regulations on SITE’s and SICE’s advertisements and business activities, SITCA integrated those regulations into “Guidelines for Advertisements and Business Activities Performed by Members and its Sales Agents”, approved by the FSC on 16 April 2007.

4.3 In order to prevent the short-term trading, the FSC modified the “Regulations Governing Securities Investment Trust Enterprises” on 4 Nov. 2006, allowing SITEs to charge an additional transaction fee, which is no more than 2%, on the customers, who redeem funds within 7 days.

4.4 To assist SITEs to implement effective risk management, SITCA is engaging in drawing the guidelines for risk management operation for SITEs.

5. Corporate governance – Major Developments

5.1 The amendment of Securities and Exchange Act has been enforced since Jan 2007 to enhance the corporation internal control system by establishing the position of independent director and supervisor.

5.2 To enhance the internal compliance and control system of SITEs and SICEs, the “Regulations Governing the Establishment of Internal Control Systems by Securities Investment Trust Enterprises and by Securities Investment Consulting Enterprises Conducting Discretionary Investment Business” was accordingly amended the regulations on establishing the position of independent director and supervisor in Nov 2006 and has been enforced since June 2007

5.3 Pursuant to Taiwan Securities and Exchange Act, the OECD Principle for Corporate Governance (2004), and other related local and overseas laws or regulations, SITCA has prepared amendments to "Corporate Governance Best-Practice Principles for the enterprise of Securities Investment Trust & Consulting” to enhance the corporate governance on SITEs and SICEs.

6. Fund Governance

6.1 To enhance the Fund governance, the custodian banks have been further requested to perform supervision and to protect the rights of investors. 

6.2 Since all funds in Taiwan fund market are categorized the contractual type, to improve the effectiveness of fund governance, SITCA has researched on the issue of fund governance framework under contractual-type, and accordingly introduces overseas experience, such as the Canada Independent Review Committee (IRC).

6.3 Furthermore, on the premise of fund governance, SITCA was appointed by SFB to research on the possibility of introducing corporate-type fund. 

7. Product development
7.1 Taiwan investors’ appetite of overseas investment is on the rise.  Funds, both onshore and offshore, invest overseas have experienced strong growth.

7.2 Owing to the prosperity of Taiwan stock market, domestic equity funds attract great inflows.

7.3 New raised funds are becoming diverse.  More and more new types of products, such as sector index funds, financial securitization funds, REITs, and funds adopting absolute return strategy, have been introduced to market and are gaining increasing acceptance.

8. Other major issues and developments
8.1 The amount of retail investors taking mutual funds as preferred investment vehicle has grown rapidly.  In July 2007, the number of RSP investors has grown to 506,277 of a growth rate increase to 57% and the amount has grown to NT$3.5bn of a growth rate increase to 95% since June 2006,.

8.2 The first futures fund is expected to introduce to the market by local player by 1Q 2008.

8.3 The long-awaited Labor Pension Fund Supervisory Committee (the “Supervisory Committee”) was established on July 2, 2007.  Following the establishment of the Supervisory Committee, the approximate asset of NT$172.2bn, is expected to invest in stocks, bonds and derivatives both locally and abroad in late 2007 by using outsourcing mandate to fund management companies.  The asset of the “New Scheme” of Labor Pension is expected to increase NT$8bn monthly.
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3.1

		exchange rate		32.735

						20070630														200607

		類型代號		基金種類型別		基金規模		USD		市場佔有率(%)		基金數量				代號		基金種類型別		基金規模		USD		市場佔有率(%)		基金數量

		AA1		股票型(投資國內)		344,644,705,430		10,528,324,589		16.95		176				1		封閉式股票型(投資國內)		4,910,055,949		149,994,072		0.25		1

																2		開放式股票型(投資國內)		214,184,787,718		6,542,990,308		10.94		176

																3		股票型(國外募集投資國內)		9,066,440,627		276,964,736		0.46		2

		AA2		股票型(跨國投資)		339,960,333,711		10,385,224,796		16.72		91				4		國際股票型		185,345,302,282		5,661,991,822		9.46		71

				Equity Fund				20,913,549,386		33.67								Equity Fund				12,631,940,937

		AB1		平衡型-國內價值型股票		11,392,352,704		348,017,495		0.56		8				5		債券股票平衡型		92,418,167,265		2,823,221,850		4.72		86

		AB2		平衡型-國內一般股票型		44,356,768,284		1,355,025,761		2.18		45

		AB3		平衡型-跨國投資型		30,642,925,388		936,090,588		1.51		17

		AB4		平衡型-模組操作型		35,094,382,704		1,072,075,232		1.73		10

				Balance Fund				3,711,209,075		5.98								Balance Fund				2,823,221,850

		AC12		國內債券-固定收益型		5,504,450,950		168,151,854		0.27		5				14		國內債券型-固定收益型		3,818,266,195		116,641,704		0.19		4

		AC2		債券型(投資國外)		23,799,408,358		727,032,484		1.17		12				6		債券型(投資國內)		777,567,282,730		23,753,391,866		39.71		55

																7		債券型(投資國外)		16,991,152,711		519,051,557		0.87		12

				Bond Fund				895,184,338		1.44								Bond Fund				24,389,085,127

		AD		貨幣市場基金		12,937,752,987		395,226,913		0.64		2				11		貨幣市場		3,533,146,223		107,931,762		0.18		1

		AC11		國內債券-類貨幣市場型		820,386,408,959		25,061,445,210		40.35		62				15		國內債券型-類貨幣市場型		454,944,088,057		13,897,787,935		23.23		28

				Money Market Fund				25,456,672,123		40.99								Money Market Fund				14,005,719,697

		AE1		組合型-投資國內		1,381,761,161		42,210,514		0.07		4				8		組合型		116,797,421,338		3,567,967,660		5.96		51

		AE2		組合型-跨國投資		203,439,329,462		6,214,734,366		10.01		64

				Fund of Funds				6,256,944,879		10.07

		AF		保本型		281,869,488		8,610,646		0.01		1				10		保本型		7,205,017,525		220,101,345		0.37		6

		AG1		資產證券化型-不動產證券化		87,474,535,528		2,672,202,093		4.30		10				13		資產證券化型		31,838,539,026		972,614,603		1.63		7

		AG2		資產證券化型-金融資產證券化		22,615,040,558		690,852,010		1.11		5

		AH		指數股票型		48,889,360,365		1,493,488,937		2.40		3				9		指數股票型		39,171,409,006		1,196,621,628		2.00		1

		AI		指數型		424,219,380		12,959,199		0.02		1				12		指數型		544,093,493		16,621,155		0.03		1

						2,033,225,605,417		62,111,672,687		100.00		516								1,958,335,170,145		59,823,894,002		100.00		502

				USD		Mutual Fund Assets						Net Flows

				Types of Fund		Jul. 2006		End-Jun. 2007		2007 Market Share		Jul. 2006-Jun. 2007		Growth Rate
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				Balance Fund		2,823,221,850		3,711,209,075		5.98%		887,987,225		31.45%

				Bond Fund		24,389,085,127		895,184,338		1.44%		-23,493,900,789		-96.33%

				Money Market Fund		14,005,719,697		25,456,672,123		40.99%		11,450,952,426		81.76%

				Fund of Funds		3,567,967,660		6,256,944,879		10.07%		2,688,977,220		75.36%

				Guaranteed Fund		220,101,345		8,610,646		0.01%		-211,490,699		-96.09%

				REITs Fund		972,614,603		2,672,202,093		4.30%		1,699,587,491		174.74%

				Financial Asset Securitization Fund				690,852,010		1.11%		690,852,010		100.00%

				Exchange Traded Fund		1,196,621,628		1,493,488,937		2.40%		296,867,309		24.81%

				Index Fund		16,621,155		12,959,199		0.02%		-3,661,955		-22.03%

				Total		59,823,894,002		62,111,672,687		100%		2,287,778,686		3.82%
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				1994		1995		1996		1997		1998		1999		2000		2001		2002		2003		2004		2005		2006		2007/06
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