News and Events
(1) Permitted foreign bonds denominated in foreign currency

In April 2004, in order to attract foreign enterprises to raise funds in Taiwan, and to promote the liberalization and internationalization of the domestic capital market, the SFC permitted foreign bonds denominated in foreign currency to be listed in Taiwan.

(2) Permitted SICE to recommend overseas funds

On May 27, 2004, the agency permitted securities investment consulting enterprises（SICE） to recommend overseas funds. In order to qualify for recommendation, the overseas fund should not have an aggregate investment of more than 0.4% of its net assets in securities listed in Mainland China, and should not have an aggregate investment of more than 5% of its net assets in securities listed on the securities markets of Hong Kong and Macao, and which are issued by the government and companies of Mainland China, or by the constituent companies of the Hang Seng China-affiliated Corporation Index, or by companies listed on the securities markets of Hong Kong and Macao of which more than 30% of shares are directly or indirectly controlled by the government and companies of Mainland China.

(3) New futures contracts

1. In order to provide more risk-hedging instruments, the Taiwan Futures Exchange began to list 10-year government bond futures on January 2, 2004, and 30-day commercial paper interest futures on May 31, 2004.

2. The Agency, in accordance with Article 5 of the “Futures Trading Law”, announced respectively on March 16 and April 21, that Mini-Sized Silver Futures Contracts listed in the Chicago Board of Trade (CBOT) and the Gas Oil Futures Contracts listed in the Japan Chubu Commodities Exchange (CCE) were permitted to be traded by futures commission merchants. It was also announced by the Agency on March 3, 2004, that 1,000-oz Silver futures listed in the CBOT were no longer to be traded by futures commission merchants.
(4) Establishment of Chinese National Futures Association（CNFA）

In order to meet the development needs of the futures market, and to strengthen the self-regulatory functions of the futures industry, the Agency has directed companies in the industry (including businesses in futures brokerage, futures proprietary trading, leveraged transaction, trust, management, consulting, futures introductory brokers or other futures service enterprises) to establish the “Chinese National Futures Association”.

(5) Regulation governing futures commission merchants

1. On April 23, 2004, for the purpose of enhancing investment categories of proprietary funds and responding to the diversification needs of investible items of futures commission merchants, the Agency revised regulations concerning the investment scope of proprietary funds, including listed securities, mutual funds, beneficiary certificates, and holding positions of futures commodities approved by the Agency in accordance with Article 5 of the “Futures Trading Law”.

2. On March 23, 2004, the Agency stipulated requirements for futures commission merchants to apply for listing on the GreTai Securities Market and to register as “Emerging Market” stock. 

(6) Amendments of Securities and Exchange Law

The Presidential Office announced the addition of Article 180-1, and revision of Articles 171, 174 and 178 of the Securities and Exchange Law. The highlights of the amendments are: (a) increase of criminal liability in the case of securities crimes, (b) reduction of or exemption from criminal liability in the case of voluntary surrender, or reduction of criminal liability in the case of confession, (c) increase of the period of detention after converting fines into forced labor, (d) increase and inclusion of criminal types like corporate insiders’ embezzlement, or misappropriation of corporate assets, and that of professionals such as the high-ranking officers of enterprises and CPAs.  

(7) Mr. Wu Nai-Jen has been inaugurated as Chairman of Taiwan Stock Exchange

Mr. Wu Nai-Jen, former Chairman of state-run Taiwan Sugar Co., has been approved as Chairman of Taiwan Stock Exchange (TSEC) in the board of directors’ meeting on June 21, 2004. Mr. Sean S. Chen, former Chairman of TSEC, will transferred to be head of Taiwan Cooperative Bank.

(8) Permitting issuance of covered warrant based on the ETF

A new covered warrant based on the ETF is permitted to be issued effective July 1, 2004, and is expected to be listed on TSEC soon. Taiwan’s first exchange traded fund (ETF), the Polaris Taiwan Top 50 Tracker Fund (TTT), will celebrate its first anniversary on June 30, 2004. The fund’s size has increased nearly 10 times since its launch in June 2003, from $123 million to $1.3 billion till May 31, 2004. The TTT is based on TSEC’s Taiwan 50 Index, compiled jointly by TSEC and FTSE.

(9) TAIFEX gaining IOSCO affiliate membership
Taiwan Futures Exchange (TAIFEX) was officially admitted by the International Organization of Securities Commissions (IOSCO) to be an affiliate member on May 19, 2004. TAIFEX’s application for an affiliate member was unanimously passed by the Presidents’ Committee at the 29th IOSCO Annual Conference in Amman. As a relatively new exchange, the TAIFEX has endeavored to become an integral part of the world’s financial system through participating in prominent international organizations such as the IOSCO. By sharing of information experience with members in IOSCO and by abiding by resolutions achieved under consensus, the TAIFEX will be able to fulfill its responsibility as a member of the international community, and help to achieve market integration.
(10) TAIFEX receives a No Action Letter issued by the USA Commodity Futures Trading Commission

The Taiwan Futures Exchange (TAIFEX) received a No Action Letter issued by the Commodity Futures Trading Commission （CFTC）on June 2, 2004, permitting the offer and sale in the United States of TAIFEX’s futures contracts based on the Taiwan Stock Exchange Capitalization Weighted Stock Index (TAIEX)- the TAIEX Futures Contract and the Mini-TAIEX Futures Contract. After receiving the No Action Letter, persons and entities in the US may now trade in these contracts, and this will greatly help enhance the competitiveness of TAIFEX among global market as issuance of the letter not only stands for CFTC's recognition of the contracts, but also functions as the first step for TAIFEX to link up with the US trading publics.
(11) Central depository of corporate bonds
To include corporate bonds in the central depository book-entry system, the TSCD has formulated three improvements. First, the TSCD will give discount to operation fees including depository. Second, due to the two-tier operational structure of the securities market, the TSCD do not provide investors with specimen seals for verification with corporate bond passbook issued by brokers. To be in line with market needs, the TSCD is planning to provide investors with specimen seals for verification.

Third, at present corporate bonds under central depository can not be withdrawn without a justified reason according to the regulation, and TSCD is planning to allow holders of corporate bonds to withdraw their securities freely for better and more flexible usage.
(12) DVP settlement for trade-for-trade of Emerging market stocks

To provide more efficient services and a safer operational mechanism for Emerging Stock market, the Taiwan Securities Central Depository (TSCD) is promoting delivery versus payment (DVP) settlement service for trade-for-trade of Emerging market stocks. When the TSCD receives trade information via computer connection, the TSCD will tag and lock the sellers’ securities and wait for the payment to be wired into the TSCD account from the buyers. The TSCD’s automatic debit system will process matching and confirmation, and will simultaneously debit/credit securities and the fund automatically to ensure the rights and interests for both sides.
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