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Special Report

B Taiwan's investment mission to India returns with rich

results

Dr. Christina Liu, minister of the Council for Economic Planning and
Development (CEPD), reaped a rich harvest with the investment mission she
led to India on February 21-25 as part of Taiwan's global investment promotion
effort. The minister points out that two-way investment between the two countries
is relatively low, and that her recent mission has built a bridge that brightens the
future of bilateral trade and investment relations. She also expresses the hope of
reaching the target of doubling trade within five years.

The Executive Yuan chose India as the first destination in this year's
overseas investment initiative. The corporate sector reacted enthusiastically and
almost a hundred business people joined the mission, making it the largest and
highest-level mission ever mounted to India. During its five-day trip it held three
investment seminars, visited more than 30 Indian enterprises, and called on Indian
government officials.

The investment seminars were held in New Delhi, Mumbai, and Ahmedabad.
They attracted more than 1,000 participants, among them representatives
of numerous large enterprises. During the seminars, Dr. Liu pointed out that
bilateral trade between Taiwan and India amounted to US$6.47 billion in 2010,
representing to only 1.2% of Taiwan's total trade value. In addition, Taiwanese
investment in India from 2001 through 2010 accounted for just 0.04% of Taiwan's
overall outward investment; at the same time, Indian investment in Taiwan
amounted to no more than 0.05% of the island's total foreign direct investment.

Obviously, there is a huge space for improvement.
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Dr. Liu emphasized to the participating Indian enterprises that according
to a forecast by the International Monetary Fund (IMF), economic growth in
Asian countries, including South Korea, Singapore, and Hong Kong, will decline
year by year, while Taiwan's growth rate will grow annually thanks to improving
relations with mainland China as well as the signing with China of the Economic
Cooperation Framework Agreement (ECFA). Moreover, the “i-Taiwan 12 Projects”
that the government is now implementing will draw investment estimated
at US$132 billion, of which 30% will be open to private investment. Indian
businesses, she said, were welcome to participate in that investment.

The Taiwan mission was received with enthusiasm by the Indian corporate
sector. The Tata Group, India's largest conglomerate; Hiranandani, a prominent
real estate developer; and JSW, India's second largest steel manufacturing group,
expressed strong interest in cooperating with Taiwanese companies and a hope to
visit Taiwan soon for further talks on potential cooperative projects.

During its trip, the Taiwanese mission visited Syamal Gupta and Janaki
Chaudhry, former chairman and current chief strategic officer, respectively, of
Tata International. Ms. Chaudhry indicated that the Tata Group would study the
feasibility of cooperating with Taiwanese enterprises in the fields of photovoltaics,
hotels, semiconductors, and electric vehicles, with special focus on the electric
bus that Taiwan has developed and is about to put on the road.

Theodore M. H. Huang, chairman of Taiwan's TECO Group, noted that India's

infrastructure has developed at an extraordinary speed in the past few years, and
that TECO would like to cooperate with the Tata Group; TECO is now evaluating
the establishment of an electric motor plant, and the project will be finalized
in June at the earliest. TECO is also considering the potential of expanding
cooperation with India in the development of the automotive, shipbuilding, or

financial industries.
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JSW expressed a high degree of confidence in China Steel's advanced
technology for the production of electromagnets, and a desire to import the
technology, possibly via cooperation through the contribution of technology as
equity. The JSW Group is also strongly interested in the cooperative development
of solar power equipment.

In the field of land development, Yeh Chun-Yao, chairman of the Farglory Free
Trade Zone, reported that many Indian companies have contacted the zone about
setting up distribution centers or chemical products logistics centers there. One
of those companies, HP Chemicals, has already established offices in Kaohsiung
and Tainan and intends to extend its reach to Taipei. The company's president will
visit Taiwan in March to investigate the environment for establishing a chemical
products logistics center.

There is also good news about cooperation in technology industries. Taiwan's
Sunner Solar Corporation, for instance, has already decided to cooperate with
five Indian companies by providing or selling modules and module production
technology to them.

Arthur Yu-Cheng Chiao, chairman of the Taiwan Electrical and Electronic
Manufacturers' Association (TEEMA), said that a “Taiwan-India model” could
be formed by combining the use of India's corporate operating power with
Taiwan's technology. He feels that Taiwan holds a leading position in the fields
of information technology, R&D, and innovation; that India can look on the island
as an “Asian Silicon Valley,” establish R&D centers in Taiwan, and make use
of Taiwan's high-tech human resources and innovation capabilities to develop
technologies that India needs. Taiwan and India have already reached a

consensus on the establishment of contact windows and cooperation platforms.
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At present, TEEMA and the Federation of Indian Chambers of Commerce and
Industry (FICCI) are serving as windows for the two sides.

The mission also visited central and local government officials in India. Kapil
Sibal, Minister of Communications and Information Technology and Minister
of Human Resource Development, indicated that the two sides should further
strengthen exchange in technology. His deputy, Sachin Pilot, pointed out that
India's technological strength is in software but it is somewhat backward in
hardware; if it could use Taiwan's semiconductor manpower and technology, its
own semiconductor industry could develop rapidly. Energy development is another
field in which the two countries could profitably cooperate; India's economy is
experiencing fast growth but its supply of electricity is insufficient and, in addition
to traditional energy, it needs to find alternative sources and one choice is
renewable energy—a field in which Taiwan is particularly strong.

Narendra Modi, chief minister of the economic stronghold Gujarat, said that
his state is especially notable in India's rapid economic growth. Taiwan possesses
advanced production technology, he noted, and Guijarat is known for its venturous
entrepreneurship; if the two sides would integrate their separate advantages in
software and hardware, they could together capture the global market.

Dr. Liu said that the state of Gujarat occupies a strategic geographic position
that offers a link with India's markets and even with the markets of the Middle East

and Europe. Taiwan has its own key position as a major gateway for companies

from all over the world to enter the mainland Chinese market. In the future, she
promised, she will do everything she can to bring about further communication

and cooperation between Taiwan and India.
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Deregulation Progress

M Taiwan's patent examination information now available

online

To enhance the quality of patent examination and the transparency of
related information, the Taiwan Intellectual Property Office (TIPO) made patent
examination information available online beginning March 1. Besides making it
easier to obtain timely information on the progress of patent examinations, this
also helps reduce waste caused by redundant research, because of insufficient
information, on patents that already exist.

TIPO began installing its electronic patent examination information service last
year. It was made available first to patent applicants and their agents, who could
gain quick online access to their information through such security mechanisms as
smart-card authorization and encrypted connection.

The scope of the online enquiry service has been expanded so that the public
as well as patent applicants can gain access to examination information (including
basic application information, the application itself along with attachments,
specifications, and documents issued by TIPO).

According to the results of a survey conducted by the World Intellectual
Property Organization (WIPO), the proper use of patent information can shorten
research time by 60% and reduce research costs by 40%. TIPO points out that
because such information is not popularized enough, people who are unfamiliar
with it frequently invest their resources into patent research that has already been
done. The recent expansion of public patent information services will help reduce

research spending.
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M Taiwan-issued electronic stored-value cards to go

international

On January 25 this year the Financial Supervisory Commission (FSC)
implemented the review standards and rules for the “issuance of international
stored-value cards” and the “issuance of electronic stored-value cards in
cooperation with overseas institutions” , formulated in accordance with the Act
Governing Issuance of Electronic Stored-value Cards, with the aim of broadening
the scope of stored-value card use in Taiwan and boosting the conformity of the
island's financial industry with international practice.

The FSC notes that with the implementation of this new measure, domestic
institutions may apply to issue electronic stored-value cards on their own or
in cooperation with international institutions. Whichever method is used, the
domestic issuer must have had a capital adequacy ratio of at least 10%, a non-
performing loan ratio no higher than 2%, and bad-debt coverage of at least 60%
for the most recent half fiscal year.

Domestic banks wishing to issue international electronic stored-value cards
must also obtain permission from the competent authority, must have been in
operation for at least three years, and must have had no losses or violation of
financial regulations, or been subject to disciplinary action, for the previous three
years.

Foreign institutions issuing international electronic stored-value cards in

cooperation with domestic banks must have paid-in capital of at least NT$300
million, must have received permission from their home country to issue domestic
and international electronic stored-value cards, and must have issued international

stored-value cards for at least one year.
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The FSC further points out that electronic stored-value cards will be able to
be used overseas only at contract stores. For this reason, domestic issuers of
international electronic stored-value cards will likely cooperate with foreign issuers
having a lot of contract stores around the world, such as VISA and MasterCard.

In addition, since electronic stored-value cards can be used by anybody, the
FSC notes that to protect consumers the amount of value that can be stored in
them will be limited to NT$10,000 in accordance with the provisions of the Act

Governing Issuance of Electronic Stored-value Cards.

B Government opens sub-brokered trading in mainland

Chinese securities

Taiwanese securities firms that handle sub-brokered securities investment
are currently not allowed to deal in mainland Chinese securities, but the Financial
Supervisory Commission (FSC) agreed on February 10 to allow professional
institutions to engage in such trading. This relaxation will bring significant benefits
to domestic insurance and investment trust companies that are not recognized by
mainland China as qualified foreign institutional investors (QFlIs).

The FSC notes that under existing rules, domestic insurance and investment
trust firms may deal directly in mainland Chinese securities. Because it is difficult
to obtain QFIl status from mainland China, only two Taiwanese investment
trust firms currently enjoy such recognition and other local investment trust and
insurance companies can invest in mainland Chinese securities only through
overseas securities firms.

The FSC decided to accept a recent suggestion by the Taiwan Securities
Association that securities firms be allowed to engage, on a conditional basis, in

sub-brokered investment in mainland Chinese securities, with first-stage opening
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applying only to trading that is sub-brokered by domestic professional institutions
that have received permission to invest in such securities. Domestic financial
holding groups that include insurance, securities, and investment trust businesses
can deal in mainland Chinese stocks through securities firms with QFIl status that
operate under their banner, thus enhancing their operating efficiency.

Such brokered investment by individuals will have to wait until the next stage
of relaxation, the FSC indicates, because it involves policy issues such as the

direct ownership of mainland Chinese stocks by ROC nationals.

M Building permit application further simplified

The Council for Economic Planning and Development (CEPD), Ministry of the
Interior, and Taipei City Government have reached a consensus on expanding
and strengthening the function of the single window for building permits and
developing it into a rapid service center that will make related procedures more
simple and convenient, and make Taiwan more attractive to foreign investors.

Taipei City Government expects to open its new rapid service center for
warehouse construction next month. For warehouses no more than two stories
tall, application for building, construction, and use permits, as well as for conduits
for electrical, water, and other connections, will be accepted and reviewed, and
the required permits issued, through a simplified procedure and a single window.

At the same time, more convenient and rapid service will be provided through a

dedicated web page for application forms and information on related procedures.
In line with the revised Taipei Municipal Building Management Statute that was

promulgated at the end of 2010, for buildings that do not exceed a certain size,

construction inspection of each floor may be applied altogether at the same time

when all floors are completed. In addition, Taipei City Government has integrated
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the “inspection of building layout on the site base,” “foundation inspection,”
“second-floor inspection,” and “roof structure inspection” to shorten procedural
time.

The CEPD notes that the reform measures to simplify building permit
application are based on the precondition of not affecting public safety. After
studying international experience and carrying out necessary interministerial
consultations, procedural integration and simultaneous execution will be
promoted, one-stop windows for various kinds of applications will be established,
documents required for submission will be simplified, and a divided-level
administration system will be employed to carry out reform step by step and

continue boosting the efficiency of building permit application.

News Express

M “Homes for industries” stimulates local job creation

The Council for Economic Planning and Development (CEPD) is promoting a
new “homes for industries, industries for homes” program aimed at mapping out
a blueprint for the distribution of Taiwan's industrial development over the coming
decade. Ten seminars have already been held for the first stage of the program,
“homes for industries” ; the CEPD will collect and sort out the opinions garnered
from the seminars, set up a platform for coordination between the central and local
governments, and facilitate the formation of a consensus on regional industrial
development to serve as a basis for policy formulation.

Premier Wu Den-yih noted in the summing-up meeting that promoting “homes
for industries, industries for homes” can assist the central and local governments

in establishing partnership and pragmatically planning regional industrial
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development direction. And he expressed the hope that each county and city
will bring into play their respective advantages and find its key industry to reach
the goal of increasing economic growth rate, reducing unemployment rate and
shortening the gap between urban and rural areas.

He also proposed that industrial development should focus on the three aims
of “strengthening Taiwan, connecting with the Asia-Pacific region, and positioning
globally,” and encouraged cities and counties to start from strengthening
themselves, and map out new directions for industrial and economic development,
giving due consideration to the current state of industrial development, not
neglecting existing traditional basic industries, and with careful assessment of
climatic, manpower, environmental, and other relevant conditions.

The prime objective of “homes for industries, industries for homes,” says
CEPD Minister Dr. Christina Liu, is to stimulate local employment and keep
talents at home. Local governments should carefully assess their developmental
conditions and local advantages, and cooperate with other county and city
governments in setting up joint regional brands and distribution channels. In the
future, she comments, inter-regional cooperation should be aimed at expanding
production and market scale, and should not be limited to administrative districts.

Dr. Liu encourages local areas to work together or form inter-regional cross-
industry alliances. Urban renewal, for instance, can be integrated with green

building to develop green-energy industries, and integration of the tourism,

cuisine, and international medical care industries can be used in the joint
marketing abroad.

Representatives from industries and scholars attending the meeting also
presented various proposals, including strengthening the infrastructure in line with

the development of tourism, cultural and creative industries; promoting the bi-
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lingual education industry, encouraging the establishment of private international
bi-lingual boarding schools while drawing on the advanced resources of local
universities; and expanding tourist markets by combining holidays and festivals or
international events in joint marketing efforts.

The 10 first-stage seminars indicated that most of the participating county
and city governments are striving for the development of high-value, low-pollution
industries, and that there is a high degree of overlap in such types of industries.
However, since development conditions vary from region to region, this will need
to be reflected in the particularities of the industries developed in each region in
the future. An important issue for the government in the future, therefore, will be
how to achieve a proper division of labor and how to effect the most appropriate
industrial deployment.

The local governments will follow up by looking at their own basic conditions
and then prioritizing industries for development. At the central government level,
the ministries will prioritize regions for the development of industries under their
administration. The central and local governments will continue their discussions
from April through July, and will pair regions and industries; and then, together,
they will decide on the core industries for each region.

Dr. Liu expresses the hope that the series of “homes for industries, industries
for homes” seminars would pinpoint the most suitable regions for the development
of emerging industries, and would help determine how to bring about industrial
integration to achieve value-added and cluster effects. This will enable the
government, in future investment promotion efforts, to recommend specific areas

in Taiwan that are suitable for foreign direct investment.
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I NT$1.68 trillion in production targeted for smart handheld

devices

The Minister of Economic Affairs (MOEA) hopes to boost the annual output
of Taiwan's smart handheld device industry to NT$1.68 trillion in 2014, and has
established a task force to help achieve that goal. The task force, for which
Economics Minister Yen-Shiang Shih serves as convener, wants to help develop
Taiwan into a global innovation and manufacturing center for smart handheld
devices, build up a high value chain for the industry, and create job opportunities.

The MOEA points out that smart handheld devices are the key sector for the
next stage of development of the information and communications technology
(ICT) industry, when the emphasis will be on the follow-up application of
technologies for flat panels, memory devices, power modules, and suchlike, rather
than cellphone handsets. The diversified development of the smart handheld
device industry will also give a boost to the application of wireless broadband and
cloud computing technologies.

Director General Tyzz-Jiun Duh of the MOEA's Industrial Development Bureau
points out that Taiwan has a complete supply chain for smart handheld devices,
from chip design to the manufacturing of parts and handsets and the development
of applications technology. The government will help the industry to plan out a
development vision for the next three to five years, focusing on the development

of core technologies and production processes, with the objective of building up

the world's most comprehensive industry chain.

The MOEA indicates that to take advantage of the vast range of opportunities
in smart handheld device applications that will present themselves in the future,
the government and the industry will work together to integrate the related

resources and coordinate development strategies. The industry will lead the
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direction of development, while the government will map out and implement
supporting policy to create an environment favorable to the development of
handheld devices.

At the same time, the MOEA will introduce subsidies to encourage R&D of the
industry, work to include smart handheld devices among the items eligible for the
tax offsets that the Industrial Innovation Act provides for investment in high-level
innovation. The government will also provide subsidies for expenditures and help
bring in talents, and will encourage such research organizations as the Information
and Communications Research Laboratories and Electronics and Optoelectronics
Research Laboratories (both units under the government-backed Industrial
Technology Research Institute, or ITRI) to carry out technological research in
the fields of IC chips, wireless communications, liquid crystal display, and touch
control.

Smart handheld devices are among the core items that are included in the
government's current global investment promotion program designed to attract
major international manufacturers to invest in Taiwan, and the MOEA will promote
the cooperation between the world's top five brands and major key part suppliers

and Taiwanese companies in developing critical devices.

B Cross-Strait Economic Cooperation Committee held first

meeting

The Cross-Strait Economic Cooperation Committee (ECC) held its first regular
meeting in Taoyuan on February 22, at which the two sides reached resolutions
on three matters: first, to establish six working groups under the ECC; second, to
review the ECFA “early harvest” list; and third, to launch three sets of negotiations

on trade in goods, trade in services, and dispute settlement.
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Fourteen delegates from each side attended the first meeting. For the Taiwan
side the convener was Kao Koong-lian, vice chairman of the Straits Exchange
Foundation, and the chief representative was Francis Kuo-Hsin Liang, vice
minister of economic affairs. For the Chinese side the convener was Zheng
Lizhong, vice chairman of the Association for Relations Across the Taiwan Straits,
and the chief representative was Jiang Zengwei, vice minister of commerce.

Francis Liang reports that the ECC will set up six working groups, one each
for trade in goods, trade in services, investment, dispute settlement, industrial
cooperation, and customs cooperation. The first four groups - for trade in goods,
trade in services, investment, and dispute settlement - will hold their first round of
talks in mid-March. Since trade in goods involves more than 5,000 items, Liang
says, Taiwan will seek immediate, instead of staged, tariff reductions.

Since the two sides have differences of opinion on a cross-strait investment
protection agreement, it has been agreed to include this as a priority topic for
the seventh Chiang-Chen Talk. Liang says that the second regular meeting of
the ECC, which will take place six months later, will look at implementation of
the “early harvest” list and hear progress reports on talks carried out by the four

groups mentioned above.

B Taiwan's investment environment ranked 2nd in Asia

Statistics recently released by the Directorate General of Budget, Accounting

and Statistics (DGBAS) show that Taiwan's GDP growth reached 10.82% last
year. DGBAS Minister Su-mei Shih notes that this was the highest growth rate
since 1987 (GDP growth was 11% in 1986). The key drivers of the outstanding
economic performance in 2010 were exports, private investments and

consumption.
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Minister Shih notes that exports and private investment rose by 25.59% and
32.79% respectively last year, boosting GDP growth to its record 24-year high.
The island's exports and investments were spurred by the global economic
rebound and increased outsourcing by big international manufacturers. The
introduction of new models of consumer electronic products pushed private

consumption in Taiwan by 3.69% last year, a six-year high.

With the continuous improvement of the international economy, DGBAS
predicts that the production capacity will gradually increase following last year's
expansion of domestic investment. And with the implementation of the cross-
strait Economic Cooperation Framework Agreement (ECFA) and its “early
harvest” tariff preferences, exports are expected to grow at a steady pace.
While pressure from appreciation of the New Taiwan dollar has weakened export
momentum, exports are still expected to break the US$300 billion mark this year.

Moreover, the series of measures that the government has instituted to
improve the business environment will strengthen investor confidence and
help reinforce the current wave of growth. According to the “Profit Opportunity
Recommendation” issued in December 2010 by Business Environment Risk
Intelligence, BERI, Taiwan composite scored 71 on the index, placing it fourth
among the 50 countries evaluated, after only Switzerland, Singapore, and Norway.
In Asia Taiwan was second, after only Singapore.

BERI considers three major indicators in determining its rankings: operations
risk, exchange risk, and political risk. The firm's assessment given that Taiwan's
business environment has improved substantially, BERI indicates the island is
suitable for investment.

BERI expects Taiwan's investment environment score to rise to 72 this year,
keeping the island in fourth place globally, and believes that during the next two
years the island's political situation will remain stable, that its political risk will be

effectively controlled, and that its assessment will continue to be good.
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