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BMI View: Although we continue to forecast stability for the three commercial real estate
sub-sectors we cover, office, retail and industrial, we are increasingly concerned about
the downside risks posed by a correction in residential property prices.

Although we do not believe there is a bubble in the commercial real estate sector, the
indicators are increasingly pointing to one in the housing sector, and our view is that
there will be a correction before too long. While this will not, we believe, have a direct
iImpact on the commercial real estate sector, as investment has been cautious of late,
we are concerned of a possible contagion effect, depending on the extent of the
correction. Impacts could be felt in the retail sector for example, if consumer spending
and confidence fall, and more generally in terms of investor confidence in the wider
market. We also highlight risks stemming from any sharper-than-anticipated slowdown
in China. Taiwan and China are increasingly close, particularly in terms of business and
tourism, and as such a slowdown could affect Taiwan's export-oriented economy, as
well as limiting the spending power of hitherto high-spending tourists from mainland
China.
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