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I. News and Events

 (1) Restrictions relaxed on strategic trading purposes by Specific Offshore Foreign Institutional Investors in Taiwan's securities borrowing and lending market 

To facilitate the development of the securities market and meet the strategic trading needs of specific offshore foreign institutional investors, the Securities and Futures Bureau under the Financial Supervisory Commission amended relevant administrative orders on 21 December 2004 to ease participation by specific offshore foreign institutional investors in four kinds of strategic trading purposes in Taiwan's securities borrowing and lending market: (1) for the creation of exchange-traded funds,  (2) to hedge or arbitrage one of the following bonds: onshore or offshore convertible or exchangeable corporate bonds, or exchangeable government bonds, (3) to be in the process of converting exchangeable bonds or convertible bonds into stocks, and (4) to redeem the original borrowed stocks. The opening up of these operations will ease participation by offshore foreign institutional investors in Taiwan's securities borrowing and lending market, intensify strategic securities investment by foreign investors, expand the scale of the securities borrowing and lending market, and enliven market mechanisms. 

(2)  Amendment to the Criteria Governing the Offering and Issuance of Overseas Securities by Issuers 

The Financial Supervisory Commission issued a partial amendment to the Criteria Governing the Offering and Issuance of Overseas Securities by Issuers on 9 December 2004. Main purposes of the amendment are rounding out provisions for domestic and overseas fund-raising, strengthening mechanisms controlling subscriptions by specific persons or strategic investors, enhancing management of subsequent information reporting in overseas fund-raising cases, upgrading self-regulatory mechanisms for issuers and foreign underwriters, and streamlining administrative application procedures for financial practitioners. 

(3) Amendments to the Criteria Governing Information to be Published in Annual Reports of Public Companies and the Criteria Governing Information to be Published in Public Offering and Issuance Prospectuses 

To strengthen disclosure the risks and related expertise information of public companies, and in tandem with amendments to the Criteria Governing the Publication of Financial Forecasts of Public Companies and the Criteria Governing the Offering and Issuance of Securities by Securities Issuers, the Financial Supervisory Commission, on 21 December 2004, promulgated amendments to the Criteria Governing Information to be Published in Annual Reports of Public Companies and the Criteria Governing Information to be Published in Public Offering and Issuance Prospectuses.

(4) Brokers Permitted to Deal in Foreign Bond Business 

To support Taiwan's development as a regional financial services hub, expand the business scope of securities firms, and offer customers more comprehensive and diversified financial services, the Financial Supervisory Commission has opened foreign bond agency business to operation by securities brokers since January 2005. 

After obtaining written authorization from a foreign financial institution registered by the competent authority of its country as approved to operate securities business, entering into a sales agent contract with the financial institution, and obtaining approval from the Financial Supervisory Commission and the Central Bank, a securities broker may, as an agent for the foreign financial institution, sell foreign bonds to (or buy them from) professional investment institutions such as domestic banks, bills finance enterprises, trust enterprises, insurance enterprises, securities enterprises, and government funds.   
(5) Amendment to the Rules Governing the Use of Proxies for Attendance at Shareholder Meetings of Public Companies
A partial amendment has been made to the Rules Governing the Use of Proxies for Attendance at Shareholder Meetings of Public Companies to enhance the proxy management system. Under the amended rules, when an election of directors and supervisors is on the agenda for a company shareholders meeting, the meeting notice materials sent to shareholders by the company will inform the shareholders of the director and supervisor candidates that each proxy solicitor intends to support, so that shareholders can readily decide whom to give their proxy.   

(6) GreTai Securities Market and Reuters Collaborate to Compile a Taiwan Bond Index 

The GreTai Securities Market and Reuters received permission to compile, and have formally unveiled, a Taiwan Bond Index with a base date of 31 December 2004. This is Taiwan's first comprehensive bond index. The new index is expected to promote the growth of Taiwan's bond market, and to be a valuable reference resource for bond and futures investors. 

(7) Securities Investment Trust Enterprises Permitted to Exercise Voting Rights of Stock 

To facilitate the exercise of voting rights of stocks held in securities investment trust funds by securities investment trust enterprises without needing personnel appointed by the enterprises to do so for them, securities investment trust enterprises are now permitted, as of 28 December 2004, to appoint companies (that meet the conditions set out in Article 3, paragraph 2 of the Criteria Governing Handling of Stock Affairs by Public Companies) to exercise the stock voting rights. 

(8) Amendment to the Standards Governing Margin Purchase and Short Sale of Securities  

The Standards Governing Margin Purchase and Short Sale of Securities have been partially amended so that listed and OTC-listed companies whose stock is eligible for margin purchase and short sale credit trading may, after creating investment holding companies by converting 100 percent of their shares in accordance with the Business Mergers and Acquisitions Act, be partially exempted from restrictions on credit trading eligibility, so that the eligibility can carry over to the stock of the post-conversion investment holding company, to protect the interests of investors. 

II. Market Wrap-up

As of the end of December, 697 companies were listed on the Taiwan Stock Exchange, an increase of two over the previous month. The total capital issued was NT$5,058.08 billion, an increase of NT$6.9 billion over the preceding month, and the market capitalization was NT$989.1 billion, an increase of NT$708 billion over the preceding month. 

As of the end of December, 466 companies were listed on the GreTai Securities Market, a increase of thirteen against the previous month. The total capital issued was NT$626.10 billion, a increase of NT$7.73 billion against the preceding month, and the market capitalization was NT$1,122.53 billion, a increase of NT$97.48 billion against the previous month. 
  
In December, the trading value of shares on the Taiwan Stock Exchange was NT$1,390.07 billion, a decrease of NT$137.7 billion over November, while the trading volume was 59 billion, an decrease of 5.34 billion shares compared with November. 
  
As of the end of December, the accumulated net inward remittance of foreign investors was US$80.1 billion, an increase of US$0.9 billion over November. There are currently 148 securities firms, 23 futures commission merchants, 45 securities investment trust enterprises and 
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218 securities investment consulting enterprises
. 
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