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Financial Supervisory Commission, Executive Yuan

I. News and Events

1. Initiation of consolidated financial supervision

On June 24, 2004, the Executive Yuan announced that as the Financial Supervisory Commission would have started to function on July 1, 2004, any laws, regulations, and rules the original competent authorities of which are Ministry of Finance or the Securities and Futures Commission, are to be transferred under the competence of  Financial Supervisory Commission.

2. Contribution of Capital Market Task Force 

The Capital Market Task Force of the Financial Reform Working Group under the Premier’s Office has fulfilled its duties within the time limit of June 30, 2004, after convening the 14th meetings. Since its establishment in 2002, the Task Force, with concerted contributions and devotion of professionals from the government, industry and academic organizations and agencies, has raised concrete reform proposals that have been implemented in full in schedule. These reforms include: full deregulation of foreign portfolio investment; promotion of corporate governance system; implementation of information disclosure rating system; establishment of a Securities Investors and Futures Traders Protection Center; set-up of a securities borrowing and lending system government bond when-issue trading system; design of splitting bond trading; promotion for the enactment of the “Securities Investment Trust and Consulting Law;” and liberalization of many derivative and fund products. These tasks achieved have contributed to the re-enforcement of discipline, efficiency, liberalization and internationalization of domestic capital markets with conspicuous merits.

3. Permitting securities investment trust enterprises to issue asset-allocated umbrella funds 

(1) On June 30, 2004, the Securities and Futures Bureau (SFB) permitted the issuance of asset-allocated umbrella funds for the purpose of diversifying fund products, increasing the investment efficiency of funds and raising the competitive edge of domestic securities investment trust enterprises.

(2) Securities investment trust enterprises can issue equity funds, balanced funds, fund of funds, principle-guaranteed funds, exchange-traded funds, or funds investing in no more than three types of the former funds, which will be raised concurrently. The umbrella fund has the feature of “one product satisfying different needs of investors.” Active, steady and conservative types of investors can make different choices in accordance with risk appetite and investment preferences. Investors with different risk preferences can benefit from investing in different risk portfolio at the same time. Securities investment trust companies can quickly build up a complete line of fund products, immediately occupying a market niche and promoting product innovation because they can meet the needs of investors with different risk preferences without being limited by a single-feature fund that fits only investors for single purpose.

4. Permitting foreign investors to engage in trading of long positions as the hedge

On May 21, 2004, the SFB permitted foreign investors to engage in trading of long positions as well as in short positions. On June 30, the SFB promulgated that foreign investors engaging in hedge-based futures trading shall first open hedge accounts in accordance with the rules stipulated by the Taiwan Futures Exchange. The SFB also revised quota requirements for long and short position’s hedges relevant to foreign equity investments.

5. Launch of TWIS (Taiwan Stock Exchange Information Switch System) 

The Taiwan Stock Exchange Information Switch System was officially launched on July 26, 2004. For the purpose of complying with the request for operational simplification of securities and financial institutions, and to accommodate the needs of operational computerization, the Taiwan Stock Exchange used the ongoing information network of X.25 and TCP/IP to install an Information Switch System so as to provide standardized protocol of communication format, to facilitate information transmittance among securities and financial institutions, as well as to enhance operational efficiency, to lower linkage costs, to lessen the work load and to avoid human errors. 

6. GreTai Securities Market’s promotion of its bond market

  To attract foreign investors to participate in the domestic bond market, GreTai Securities Market (GTSM) has published “FAQ for foreign investors intending to trade bonds and derivatives in Taiwan” and “The Development and System of Taiwan’s Bond Market,” and sent copies to foreign securities investors and their custodian institutions. GTSM welcome any investor’s request for hard copies or to surf its website (http://www.gretai.org.tw) for further information. 
7. Loosening the ceiling of managed futures enterprises in utilizing discretionary trading funds
On June 28, 2004, the SFB loosened the ceiling of managed futures enterprises to use discretionary trading funds to trade foreign futures contracts. The purpose was to raise the efficiency of managed futures enterprises in utilizing discretionary trading funds. The requirement that the aggregate amount of the initial margin of the open position for trading foreign futures contracts, plus premiums paid for trading options, minus premiums collected from trading options, should not exceed 10% of an individual consigned trading amount, has been increased to 30%.

8. Relaxing of capital utilization of futures proprietary merchants and futures commission merchants

On June 25, 2004, the SFB permitted domestic futures proprietary merchants and futures brokerage merchants to engage in hedge-based option trading with the financial institutions providing bond option business, so as to enhance the efficiency of capital utilization of these merchants. 

9. Approval of the trading of some foreign Futures Commodities

On June 30, 2004, in accordance with Article 5 of the “Futures Trading Law,” the SFB promulgated that futures contracts on coffee, sugar, cocoa, cotton, FCOJ, US Dollar Index listed on the NYBOT (New York Board of Trade) can be traded by futures commission merchants. The SFB also promulgated that futures contracts and futures options on coffee, sugar and cocoa listed on the CS&CE (Coffee, Sugar & Cocoa Exchange), and of cotton, FCOJ and US Dollar Index listed on the NYCE (New York Cotton Exchange) are no more permitted to be traded by futures commission merchants.
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