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Diversified Development & Promoting Sustainable Futures

A. Performance of Futures Markets in 2023

As the pandemic receded, global economic and trade activities, as well as travel, became particularly
vibrant. With the onset of spring in 2023, various industries experienced a revival, marking a scene of prosperity.
The Taiwan spot market exhibited an upward trend throughout the year. However, on the other hand, there were
pressures from inflation, sharp interest rate hikes in the United States, geopolitical tensions, and the war between
Ukraine and Russia. These factors affected global bond markets, stock markets, foreign exchange markets, as well
as the price of commodities such as crude oil, gold, wheat, and corn.

In 2023, the total annual futures trading volume domestically reached over 324 million lots, a decrease of
approximately 15.6% compared to the previous year (over 384 million lots in 2022). However, futures commission
merchants accumulated pre-tax profits of NT$9.17 billion throughout the year, a 24.3% increase compared to the
previous year (NT$7.374 billion in 2022). Despite the decrease in domestic trading volume, the continued growth in
profits of futures commission merchants highlighted the industry's diversified development, indicating its adaptability
and forward-looking nature.

B. Results of the Association’s Business Operations in 2023

Under the guidance of competent authorities, with the active assistance of the futures exchange and
related units, and through the concerted efforts of peers in the futures industry, the futures industry demonstrated
remarkable performance throughout the year, fully leveraging its unique risk hedging and profit-enhancing functions
in the financial market. Here is a summary of the results of the Futures Association’s business operations in 2023:

1. Actively assisting firms in promoting sustainable futures

To increase futures commission merchants' attention to sustainable development and the information needs
of relevant stakeholders, and to strengthen the disclosure of information related to sustainable operations, the
Association has jointly developed the "Regulations Governing the Preparation and Filing of Sustainable Reports by
Futures Commission Merchants" with the Taiwan Futures Exchange.

To enhance the futures industry's capacity to cope with climate change risks, the Association has assisted
futures commission merchants in conducting climate change scenario analysis and data disclosure, formulated
regulations related to futures commission merchants' climate change scenario analysis, information disclosure,
climate risk management, and financial disclosure, and developed the “Practical Operation Manuals for Calculating
Carbon Emissions of Futures Commission Merchants’ Investment Portfolios within the Scope Three” and the “Planning
Schedules for Conducting investigations within the Scopes One and Two for Futures Commission Merchants.”

On the other hand, the Association has established a dedicated section on its official website to disclose
various information related to sustainable development. Futures firms have also set up a sustainability section
on their official websites to disclose relevant information, thereby enhancing information disclosure channels and
external communication.

2. Paying close attention to Al development and cybersecurity risks

To enhance the cybersecurity, information and communication system security protection, and risk
management regarding supplier selection, management, termination, and dissolution in the futures industry, the
Association has not only revised the “Self-Regulatory Regulations on Information and Communication Security in
Emerging Technologies” but also established the “Self-Regulatory Regulations on Network Security Protection,”
“Self-Regulatory Regulations on Information and Communication System Security Protection Standards,” and “Self-
Regulatory Regulations on Supply Chain Risk Management.” Additionally, drills for reporting cybersecurity incidents
and social engineering have been organized.

To assist the futures industry in effectively executing contingency measures and reducing damages to
manageable levels in the event of disruptions to core systems, the “Self-Regulatory Regulations on Information
Operations Resilience” have been established. To safeguard consumer rights, compensation standards for “certain
amounts of damages" have been set forth in the “Self-Regulatory Regulations on Cooperation with Members and
Third-Party Service Providers for Open Inquiry and Use of Securities Public Data” and the “Cooperation Contract
Template for Businesses Regarding Open Inquiry and Use of Securities Public Data.”
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In response to abnormal disconnections from the PATS platform of an information provider, which resulted
in disruptions to futures commission merchants' quoting and electronic order placement services, the Association
promptly gathered relevant information and visited providers of quoting information services to understand alternative
information sources that could be integrated, as well as the feasibility and cost-effectiveness of such integration. A
task force was also established to assist firms in establishing backup mechanisms. Additionally, the “Self-Regulatory
Regulations on Backup Measures for Overseas Futures Trading Sub-Brokerage Services” have been formulated.

In light of the increasingly widespread application of artificial intelligence (Al) technology, the Association
has collected information on the application scenarios, management mechanisms, and potential risks and impacts
of Al technology in the futures industry to deliberate and propose regulatory suggestions. Additionally, business
representatives were invited to participate in a seminar on the feasibility of cloud-based applications for core
businesses and Al applications in the financial industry to enhance understanding of Al in cloud computing.

3. Actively proposing various recommendations to promote the development-of.-the
futures market

(1) Product development

a.To meet the needs of futures traders, the Association facilitated communication between futures commission
merchants and competent authorities to open up trading of NYMEX Micro WTI Crude Oil Futures. This received a
positive response from the competent authorities, resulting in the announcement of allowing sub-brokerage trading.

b.The Taiwan Futures Exchange was advised to introduce single-stock futures products during the after-hours
trading session to facilitate hedging or adjustment of trading strategies for traders. As a result, on January 22, 2024,
the Taiwan Futures Exchange included CDF and QFF with ADRs as the underlying assets for single-stock futures.

c.The Taiwan Futures Exchange was advised to develop proprietary carbon futures products; and competent
authorities were advised to consider opening up trading of foreign carbon credit futures and carbon credit futures ETFs.

(2) Business operations

a. To facilitate the development of the leverage transaction business, the Association advocates for allowing
futures commission merchants' agents who engage in brokerage trading to refer clients to leverage transaction
merchants for CFDs.

b. To provide traders with timely and convenient services, the Association advocates for allowing futures
commission merchants' business facilitating agents within the same group to assist in identity verification and
document collection.

c. Two mechanisms have been amended in response to the increasing demand for after-hours trading: “Stress
Testing” and “Enhanced Service Items.” This includes requiring futures commission merchants to conduct post-
market stress testing, notify traders of risks, assist traders in understanding changes in account risks, and provide
traders with post-market closing price-based simulated account risk information, with the goal of strengthening risk
management measures.

d. To increase flexibility in the use of funds by futures proprietary merchants, the Association continues
to advocate for allowing futures proprietary merchants to engage in domestic and foreign derivative financial
instrument trading in over-the-counter markets.

e. To enhance the operational efficiency of futures commission merchants, the Association actively deliberates
the issue of adjusting the adjusted net capital (ANC) requirements for competent authorities’ references.

(3) Systems

a. To enhance the efficiency of handling trader petitions, competent authorities were advised to follow the
principles disclosed on the Banking Bureau's website, guiding traders in effectively presenting petitions and
complaints, prioritizing petitions and complaints from traders to futures commission merchants, and promptly
resolving trader issues.

b. The Association advocates for incorporating the futures industry into the regulatory framework for
cooperation with financial institutions such as banks, securities firms, and insurance firms to promote cross-industry
products or provide related services, thereby enhancing the competitiveness of the futures industry.

c. The Taiwan Futures Exchange was advised to optimize the completeness and timeliness of data published
on its official website, providing more diverse and comprehensive market information. This would facilitate the
futures industry in deepening its understanding of the entire market and strengthening its business expansion.
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d. In line with the Taiwan Futures Exchange's adjustments to the listing plans for customized products, the
scope of application and implementation methods for “Additional Margins Imposed on Natural Persons and General
Juridical Persons Engaging in Less Liquid Products” and the “Self-Regulatory Rules on Commission Fee Collection
and Discounts for Members Entrusted with Futures Transactions” by the Association have been amended.

e. The Association advocates for relaxing the registration qualifications for internal auditing personnel of
futures commission merchants from the current requirement of being newly appointed or re-appointed after a
resignation of a full two years to “within the first two years of executing business.”

f. The Association (along with peers in the futures industry) has been designated as the inquiry agency by the
National Taxation Bureau to provide one-stop financial inheritance inquiry services, assisting the public in querying
financial inheritances.

g. A study on “Practical Reference Practices for Futures Industry Services for People with Dementia or
Suspected People with Dementia” was conducted to establish a friendly financial environment.

h. In alignment with competent authorities' release of “Precautions for Futures Commission Merchants
Entrusting Operations to Others,” a project team was formed to deliberate on relevant regulatory guidelines and
contract templates for practitioners’ reference.

4. Fraud prevention and countermeasures

a. The “Securities and Futures Anti-Fraud Consultation Hotline” has been established in collaboration with
the Taiwan Securities Association, the Securities Investment Trust & Consulting Association of the R.O.C., and the
Securities and Futures Investors Protection Center.

b. The “Non-FSC Approved Securities and Futures Firms and Products Alert Website” has been established
in collaboration with the Taiwan Securities Association, the Securities Investment Trust & Consulting Association of
the R.O.C., and the Securities and Futures Investors Protection Center to maintain market order in the securities
and futures markets and protect the rights and interests of investors and traders.

c. In addition to providing reference materials on financial fraud patterns occurring in the industry to the
Criminal Investigation Bureau and sharing it on the Association's official website, the Association has also
collaborated with futures firms to raise traders’ awareness of financial fraud patterns. Through extensive awareness
campaigns, the Association aims to prevent financial fraud.

d. To strengthen protection for futures traders, the Association has established “Procedures for Regular
Inspection of lllegal Futures Advisory and Futures Fraud Activities” to regularly gather information on fraudulent and
illegal activities online.

5. Strengthening the professional skills of existing personnel and deepening campus
engagement for talent development

(1) Regarding the enhancement of existing personnel's professional skills

a. To facilitate futures commission merchants in enhancing their green financial capabilities and
promoting the sustainable development of personnel, training programs on sustainable finance for senior
managers and general staff of futures commission merchants have been devised. This includes specifications on
training hours, course formats, and delivery modes.

b. The 2023 Taipei International Futures Forum with the theme “Integrate with International Standards
and Enter the Era of Carbon Credits Trading” was organized, enabling industry practitioners to stay abreast of
international developments and adapt to changing global trends.

(2) Regarding campus engagement
Multiple campus lectures and recruitment events were organized to provide students with insights into the

forward-looking nature of the futures industry and to help them understand and plan for career development
opportunities in the futures industry after graduating.

C. Major tasks for 2024 - to help companies promote business

The Association will continue to collaborate closely with the industry participants to deepen and broaden
the role of the futures market. In addition to advancing various issues related to sustainable development, the
Association will also actively devise and push forward feasible strategies for international exchanges, reducing
operational costs, and creating business opportunities.
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1. Continuously promoting products that meet the needs of traders

With reference to the development trends of international commodities, the Taiwan Futures Exchange is still
advised to develop new products (such as Mini Finance Sector Index Futures with 1000 shares per unit and mini
TAIEX futures contracts). Given that fluctuations in U.S. stocks often influence domestic stock prices, to allow
domestic traders to synchronously manage risks in their domestic stock positions during the trading session for
U.S. stocks, the Taiwan Futures Exchange is still advised to introduce more single-stock futures products during the
after-hours trading session.

2. Continuously deliberating on the issue of adjusted net capital - (ANC)-for futures
commission merchants

To enhance the operational efficiency of futures commission merchants, the Association is continuously
deliberating on the calculation method for adjusted net capital (ANC) for futures commission merchants. In
December 2023, the Association established the ANC Task Force to collect opinions and conduct research on
the following matters, and to submit recommendations to the competent authorities: 1. Inclusion of “deposits for
securities borrowed” and “collateral for securities borrowed” in the adjusted current asset items; 2. Inclusion of
“derivative instrument assets - over-the-counter” in adjusted current assets; 3. Increase in the discount rate for the
market value of current call option premiums; 4. Increase in the discount rate for the required margin for futures
trading; 5. Deduction of the required margin for a firm's own uncovered positions from the denominator when
calculating the ANC ratio; 6. Deduction of the required margin for uncovered positions conducted for settlement on
behalf of non-clearing member futures commission merchants.

3. Continuously promoting sustainable development in the futures industry

In addition to aligning with policies by competent authorities, the Association will also continue to monitor
changes in international trends and assist firms in formulating and implementing policies and standards in line with
ESG principles, including risk management, corporate governance, and social responsibility. This involves planning
the timing for futures firms to disclose and verify the financial carbon emissions of their investment and financing
portfolios and to establish carbon reduction goals and strategies.

Planning the schedule for scope 3 futures commission merchants regarding “disclosure and verification of
financed emissions in investment and financing portfolios” and “carbon reduction targets and strategies.”

4. Awareness campaigns and fraud prevention

The Association actively conducts on-the-job training and awareness campaigns for industry practitioners.
In addition to providing practical knowledge of the futures industry and insights into international developments
and laws and regulations, our training also encompasses courses on anti-money laundering and counter-terrorism
financing, digital technology and information security, trader protection and anti-fraud measures, as well as ESG
concepts and practices. Furthermore, the Association is planning to sign a Memorandum of Understanding
(MOU) with the Criminal Investigation Bureau to enhance cooperation in areas such as sharing intelligence on
fraud prevention and conducting awareness campaigns, with the goal of enhancing the awareness of industry
practitioners and the general public in preventing investment fraud.

5. Fostering international exchange and cooperation in the futures industry

In the future, the Association will continuously and proactively engage in exchanges and cooperation
with foreign exchanges and futures firms on international development trends and industry concerns, including
sustainable finance issues such as ESG, Al application and risk management, and promoting the development
of the leverage transaction business. The Association will also organize or participate in various international
conferences, such as hosting the Taipei Futures International Forum and the LME Practical Seminar, to enhance
international visibility, explore business opportunities for firms, and facilitate the development of the futures industry.

Chairman, CNFA
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