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I. News and Events

(1) Securities underwriting system reforms

A number of reforms to the securities underwriting system are being aggressively promoted to upgrade market quality for securities issuance and to align more closely with international practices. Major reforms include measures aimed at reasonable underwriting price setting and information transparency in initial listings and OTC listings (“IPOs”). Future IPOs will in principle follow the system of underwriting new shares. Underwriters will exercise their valuation expertise and set underwriting prices through negotiation with issuers.  The regular daily price limits will be lifted for the first five business days of an IPO to prevent investors from blindly pursuing anticipated price trends.  Price stabilization measures will also be put in place for IPOs. These measures, including an over-allotment or “greenshoe” option, are expected to bring about more reasonable pricing in IPO underwriting. Also, underwriters will be empowered to freely choose placement methods. And finally, measures will be introduced to strengthen underwriters’ professional functions and self-regulatory mechanisms. 

(2) Listing and GTSM listing system reforms

Aggressive reforms to the listing and GTSM listing systems are also underway, aimed at upgrading market quality for securities issuance and synchronizing with international practice. First among several key measures are reforms to emerging-stock registration and trading regulations, and abolition of the underwriter guidance period to allow greater flexibility in listing and GTSM listing operations. The conditions for listing and GTSM listing are being reevaluated with an eye toward increased rationality. Listed and OTC companies carrying out splits or spin-offs will be required to disclose detailed information to protect shareholders’ interests. Meanwhile, ratios for centralized custody of shares are being relaxed to provide exit mechanisms for institutional investors and encourage investment in BOT enterprises. Finally, measures are being taken to strengthen valid information in prospectuses and at the same time to simplify and streamline the rules on prospectus preparation in line with international practices. 

(3) Amendments to the Criteria Governing Handling of Stock Affairs by Public Companies and the Rules Governing the Use of Proxies for Attendance at Shareholder Meetings of Public Companies
A partial amendment to the Criteria Governing Handling of Stock Affairs by Public Companies was promulgated on 29 November 2004 to meet needs encountered in stock affairs practice and to strengthen the administration of listed and GTSM companies’ handling of their own stock affairs. 

A partial amendment to the Rules Governing the Use of Proxies for Attendance at Shareholder Meetings of Public Companies was promulgated on 30 December 2004 to further effectively manage the use of proxies and increase efficiency in convening company shareholder meetings.

(4) Measures in conjunction with the enforcement of the Securities Investment Trust and Consulting Act 

The Securities Investment Trust and Consulting Act and its subsidiary legislation have been effected since 1 November 2004, paving the way for the following new kinds of business under the administration of the Securities and Futures Bureau: 

(a) Private placement of funds by investment trust enterprises, with the scope and restrictions on investments by privately raised funds dictated by a “negative list.” 

(b) Securities investment consulting business operated concurrently by securities brokers, futures brokers, and trust enterprises, and futures consulting business operated concurrently by securities investment consulting enterprises. 
(5) Morgan Stanley Capital International (MSCI)  Raises Weight of Taiwan Index on 16 November 

At 5:15 a.m. on 17 November Taipei time, Morgan Stanley Capital International (MSCI) announced that it was increasing the Limited Investability Factor (LIF) applied to the MSCI Taiwan Index to 0.75 from 0.55, effective from 30 November.  MSCI simultaneously announced that it will further raise the LIF to 1.0 from 0.75 at the end of May next year (2005). The announcement is an affirmation of the fairness, efficiency, transparency, sound regulation, and concern for investor protection in Taiwan’s securities markets in the eyes of international investors. The Financial Supervisory Commission expressed pleasure at the announcement, and stated it will carry on and accelerate its ongoing policy to further liberalize and internationalize Taiwan’s securities markets.

(6)Taiwan Stock Exchange Corp. launches new indexes

Taiwan Stock Exchange Corp. (TSEC), in cooperation with FTSE International, launches the TSEC Taiwan Mid-Cap 100 Index and the TSEC Taiwan Technology Index on Nov. 29, 2004. TSEC expects these two tradable indices, together with the Taiwan 50 Index, launched in Oct. 2002, constitutes basis of a complete index family, providing investors with different choices.

The Taiwan 50, Mid-Cap 100, and Technology Indexes are produced on the criteria of market cap., free float factor, and liquidity, using the FTSE Global Classification System, which provides investors with investment strategy for global industry and asset allocation.  

The Taiwan 50 Index covers the largest 50 stocks in ranking, representing over 70% of Taiwan’s market. The Mid-Cap 100 Index covers the stocks ranking 51st to 150th , representing about 20% of the market. The Technology Index contains all the information technology stocks from the Taiwan 50 Index and the Mid-Cap 100 Index, representing roughly 30% of the market.

TSEC is scheduled to authorize issuance of ETF products based on Taiwan Mid-Cap 100 Index and Taiwan Technology Index in the near future. Taiwan Top 50 Tracker Fund, currently the only ETF product listed on TSEC, is based on the Taiwan 50 Index, and has the assets under management amounting to US$ 1.3 billion.

II. Market Wrap-up

As of the end of November, 695 companies were listed on the Taiwan Stock Exchange, an increase of nine over the previous month. The total capital issued was NT$5,051.18 billion, an increase of NT$18.58 billion over the preceding month, and the market capitalization was NT$13,281.1 billion, an increase of NT$571.4 billion over the preceding month.      

As of the end of November, 453 companies were listed on the GreTai Securities Market, a decrease of three against the previous month. The total capital issued was NT$606.81 billion, a decrease of NT$8.05 billion against the preceding month, and the market capitalization was NT$1,025 billion, a decrease of NT$102.63 billion against the previous month.  

In November, the trading value of shares on the Taiwan Stock Exchange was NT$1,527.7 billion, a decrease of NT$109.4 billion against October, while the trading volume was 64.34 billion shares, a decrease of 7.13 billion shares compared with October.   

As of the end of November, the accumulated net inward remittance of foreign investors was US$79.2 billion, an increase of US$4.1 billion over October. There are currently 147 securities firms, 23 futures commission merchants, 45 securities investment trust enterprises and 218 securities investment consulting enterprises.
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