Asset Management

1. Restrictions on fund managers

2. Full delegation of portfolio management
3. Allowing mutual funds to be denominated in both NT dollars and foreign

currencies

Introduction

As responsible members of the
financial community in Taiwan, the
goal of the committee is to contribute to
the long term sustainable development
of the asset management industry and
provide professional services to adopt
international expertise and resources
to build Taiwan as one of the asset
management centres in the Asia-Pacific
region.

The committee appreciates the steps
taken by the Financial Supervisory
Commission (FSC) over the past year to
resolve issues affecting the industry.

However, further relaxation on related
rules is required to encourage the asset
management industry to expand its
business.

The issues raised in last year’s position
paper under the headings “Extensive
written decision report requirements”,
“Taxation of overseas income under the
Alternative Minimum Tax scheme” and
“Pension scheme reform” while still
either of concern or requiring further
deregulation have been dropped in
order to focus on more pressing issues.
However, the committee will continue
working with regulators to resolve these
issues and the ones listed below.

1. Restrictions on fund managers

This issue was raised in last year’s
position paper under the heading
“Management of onshore funds:

Concurrent functions of SITE, SICE and
discretionary business fund managers”.
Under current regulations individual asset
managers are not allowed to concurrently
provide investment management services
to both a Securities Investment Trust
Enterprises (SITE) fund and a segregated
account. In addition, the same fund
manager is also restricted from providing
investment advisory services to offshore
clients or funds because such services
are categorized as Securities Investment
Consulting Enterprises (SICE) business
under current regulations. These
rules run contrary to internationally-
accepted industry norms in leading
financial centres including Hong Kong
and Singapore. In those jurisdictions,
asset management companies and their
individual asset managers are regulated
through a licensing regime, with the
day-to-day operations of their asset
management business governed by self-
regulation in accordance with established
best practices guidelines and with no
restrictions on the type of collective
investments that may be concurrently
managed and no additional restrictions
on the rendering of investment advisory
services. According to commonly adopted
international practices, fund managing,
discretionary mandates and investment
advisory services are often provided by
the same team.

The advisory services provided by
investment consulting departments of

Taiwan SITEs are mainly to offshore
funds where the Taiwan SITE acts as a
master agent. The investment advisory
services of certain Taiwan-based
investment teams and fund manager are
highly sought-after owing to their good
track records and investment procedures
but current rules prohibit them from
taking full advantage of their expertise.

RECOMMENDATION

The FSC should allow
fund managers (including
discretionary fund managers) to
act as investment advisors for
offshore funds or FINI (Foreign
Institutional Investor) clients.
This would not only increase
business opportunities for SITEs
but also align Taiwan’s laws with

international practices.

2. Full delegation of porifolio

management

This issue was raised in last year’s
position paper. In a ruling issued on
21 December 2009 the FSC relaxed
restrictions to allow SITEs to delegate
fund investment business to a qualified
third party in any overseas region other
than Asia and Oceania, provided that
certain requirements are met. However,
in order to comply with current rules,
which only affects a low percentage of
the portfolios of funds investing in the
Asia and Oceania regions, SITEs have to
set up two different types of operational
procedures and internal controls. This
increases risks and complexity.
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RECOMMENDATION

Full delegation of fund and
discretionary accounts in Asia
and Oceania regions should be
allowed for funds whose main
portfolio is not in Asia or Oceania

regions.

3. Allowing mutual funds to be
denominated in both NT dollars and
foreign currencies
This is a new issue. The committee

appreciates the government’s decision

to allow SITE funds to be denominated
in foreign currencies. However, under
current rules, the same fund issued in
both NT dollars and foreign currencies
will be regarded as separate funds
even if the portfolio remains the same.
Launching two different funds to comply
with the current rules adds no value to
the products and results in a significant
administrative burden, the costs of
which are passed on to consumers in
the form of higher fund transaction fees.

Taiwan’s rules deviate from the standard

international practice which allows the

same fund to be offered in more than one
currency.

RECOMMENDATION

The FSC should allow SITEs to
offer the same fund products
denominated in both NT dollars
and foreign currencies. Being
able to offer mutual funds in more
than one currency would not
only align Taiwan’s regulations
with international practice but
would also provide consumers
with a greater variety of product

options.
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