Important Measure August 2014
1. Restrictions Eased on Overseas Reinvestment by Securities Firms to Assist Their Growth in Asian Markets

To assist the securities industry in establishing overseas operations, the FSC on 18 June 2014 eased restrictions on securities firms' overseas investments. Specific measures included: (1) Allowing securities firms to provide endorsements and guarantees for financing needs of overseas subsidiaries: for an overseas subsidiary in which the securities firm directly or indirectly holds more than 50 percent of the outstanding voting shares, the domestic parent company may provide an endorsement or guarantee when the subsidiary requires to obtain financing with a financial institution for business needs. (2) Raising caps on loans of funds between the securities firm's foreign investee enterprises: the limit on loans of funds between foreign investee companies in which the securities firm directly or indirectly holds 100 percent of the outstanding voting shares has been raised, from the previous 40 percent of the lending entity's net worth to 100 percent of its net worth.

2. Securities Investment Trust Enterprises (SITEs) Allowed to Offer and Issue Leveraged ETFs and Inverse ETFs

On 3 July 2014 the FSC amended the Regulations Governing Securities Investment Trust Funds to allow offering and issuance of leveraged ETFs and inverse ETFs by securities investment trust enterprise. The amendments also allowed that redemption prices for a fund may be calculated based on the net asset value as of the date of redemption or the following business day; however, such funds’ semi-annual financial reports are required to be reviewed by CPAs.
3. Bond Funds Allowed to Engage in Forward Currency Transactions and Currency Swaps to Enhance Investment Efficiency; Risk Exposure Limits Specified for Leveraged ETFs and Inverse ETFs

To increase flexibility of fund operations and to coordinate with provisions allowing SITEs to offer and issue leveraged ETFs and inverse ETFs, the FSC on 8 July 2014 amended the Directions for Use of Securities Investment Trust Funds for Trading of Securities-Related Products by Securities Investment Trust Enterprises. The amendments allowed bond funds which are offered domestically by SITEs but will invest overseas to engage in currency forward (including non-deliverable forwards) and currency swaps transactions for the sake of enhancing investment efficiency, providing that such transactions do not involve New Taiwan Dollars. The amendments further specified that, when SITEs engaging in transactions in securities-related products to meet the needs of leveraged ETFs or inverse ETFs to replicate a positive or negative multiple of the subject index's returns, risk exposures may not exceed 110 percent of the positive or negative multiple of the given fund's net asset value.

4. Privately Placed Funds Allowed to Engage in Trading of Commodities Such as Gold, Minerals, Raw Materials and Related Products

To provide more flexibility in the operation of privately placed funds, and to assist domestic SITEs in developing privately placed fund business, the FSC on 14 July 2014 issued an order that approved SITEs privately placing securities investment trust funds with specific persons to invest or trade physical commodities such as gold, minerals, raw materials and related products, providing that such investments or trades do not exceed a ratio of 40 percent of the net asset value of the given fund. Privately placed securities investment trust funds may also engage in trading of futures or options derived from such commodities as gold, minerals, raw materials, provided that if the SITEs utilize privately placed funds for the trading of contracts related to such instruments for hedging purposes, the value of such trades may not exceed the total market value of the corresponding spot instruments held by the fund; if such trading is not for hedging purposes, the risk exposure amount of trades in commodity-related contracts on any business day may not exceed 40 percent of the net asset value of the given fund.
