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Message from CNFA Chairman Preface

Contineously Striving for Improvement and Development

2018 was a year of turbulent change for the global financial market. Since the United States announced the imposition
of up to US$50 billion in additional tariffs on Chinese trade, which kicked off US-China and global trade wars. No matter
it’s the market of securities, foreign exchange, commodities, or raw materials, all were impacted by this. Only Taiwan's
futures market, where new commodities and adjustments to the trading system were just introduced, injected market
kinetics and made transactions more laissez-faire. While the international financial market became increasing volate
and traders turned progressively more familiar with the use of night trading and other such factors, the annual futures
transaction volume exceeded 308.08 million lots in 2018, passing the 300 million mark for the first time in the Taiwan
futures market.

2018 was also a year of constantly striving for perfection in the futures industry. In order to reinforce risk control
mechanisms for futures dealers and to analyze the nature and implication of obligations on dealers who make sett-off on
behalf of clients, the Chinese National Futures Association (CNFA) outsourced the execution of relevant research cases
on this issue. To understand the market-making functions and system of international markets, as well as the impact of
liquidity risks on market-making functionality, we outsourced studies carried out on market-making system functionality.
In the interests of sound futures trading and for the protection of traders, we outsourced research and analysis of criminal
behavior in illegal operations in the futures business.

With the vigorous support of the competent authorities and the enthusiastic efforts of the futures industry, the Ministry
of Finance at the end of 2018 annouced the reduction in stock price futures trading tax rate by half, which took effect on
January 1, 2019, providing an excellent development environment for the futures market.

To allow consistency in licenses management of futures and securities industries, the CNFA once suggested
cancellation of this regulation that a futures sales person would become disqualified if he or she has not registered with
the CNFA for five years. The competent authority announced in February, 2019 that it agreed with the CNFA and would
announce relevant management rules later. In order to expand the blue-sea market of the futures industry—especially
regarding the niche of margins trading and to provide traders with diversified asset allocation options, the CNFA actively
strives to increase channels for margins traders and provides diverse targets for service. We put forward proposals that
“futures dealers and futures IB workers, who are commissioned by clients to make futures trading, would be allowed to

[

refer margin-trading or related government-approved products to their clients, “ “margin dealers would be allowed to
provide trading services apart from CFD commodity contracts to individual clients” and “leverage margin trading should

be added to the range of futures-related trading activities opened to overseas Chinese and foreigners.”

Considering the drastic fluctuations in the price of agricultural products due to the intensification of global climate
change, as well as the huge agricultural losses caused by the 823 flooding disaster in central and southern Taiwan, the
powerful hurricanes that made landfall on the US east coast in mid-September, hitting the production of cotton, corn and
soybeans, and the Shina-US trade war, and various kinds of sudden natural or man-made disasters, the NCFA held the “Taipei
International Futures Forum,” inviting experts to discuss in depth, and share experiences on the themes of analysis of food
supply and demand, agricultural product hedging tools and development of agricultural insurance. We also co-organized
LME trade and warehousing training courses to enable practice of the functions of futures services in the physical economy.
We hope that in the future we will be able to continue to link the world and improve international competitiveness to serve
the physical economy and attract global capital, taking Taiwan futures market to a new level.

Faleo Me

Chairman, CNFA
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