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Overview PRIMARY CREDIT ANALYST
— The fund company, Capital Investment Trust Corp., has recently experienced a compliance incident Caroline Shih
related to the misconduct of the previous equity fund manager. Taipei
- We are uncertain on the extent of any ripple effect from the compliance incident on the fund size of +886-2-8722-5859
Capital Money Market Fund, which in turn could affect the fund's credit quality. This is despite the caroline.shih
incident was not directly related to the fund. @spglobal.com
- We are placing the 'twAAf' fixed-income fund credit quality rating on Capital Money Market Fund on caroline.shih

CreditWatch with negative implications. @taiwanratings.com.tw

- We aim to resolve the CreditWatch after we have greater clarity on the potential impact of the

incident, particularly on the credit quality of Capital Money Market Fund SECONDARY CONTACT

Joe Lin

Rating ACtion Taipei

+886-2-8722-5856

Taiwan Ratings Corp. today placed its 'twAAf' fixed-income fund credit quality rating on Capital Money joe.lin
Market Fund on CreditWatch with negative implications. @spglobal.com
joe.lin

@taiwanratings.com.tw

Rationale

The CreditWatch placement follows a recently revealed compliance incident involving the misconduct of
the previous equity fund portfolio manager of the fund company, Capital Investment Trust Corp. (Capital
IT). We believe this event has harmed the reputation of the fund company and we are uncertain as to any
ripple effect on the fund size that could materially degrade the near-term credit quality of the fund's
invested portfolio. This is despite the compliance incident is not directly related to Capital Money Market
fund. Moreover, we believe Capital IT already has comprehensive risk and compliance proceduresin
place to manage the money market fund under stringent regulations on funds in Taiwan.

Our fixed-income fund credit quality rating on Capital Money Market Fund reflects several factors
including: the adequate credit quality of the fund's portfolio exposure compared with global peers', our
strong assessment of Capital IT's risk management and compliance, as well as the adequate
management and organization, credit culture and credit research of the fund company. Our negative
portfolio risk assessment reflects the fund's concentration risk; however, a further rating sensitivity test
on the fund's investment concentration indicates only a minor impact on the fund's credit scores and

rrs.taiwanratings.com.tw


https://rrs.taiwanratings.com.tw/portal/member/viewFund/540
https://rrs.taiwanratings.com.tw/portal/member/viewFund/540

results in no adjustment to the fund rating. Finally, the rating reflects our positive assessment and
associated one-notch upward adjustment to our comparable ratings analysis on the fund. This mainly
reflects the strong assessment of the fund company's risk management and compliance under stringent
regulatory requirements enforced on fixed-income funds in Taiwan.

CreditWatch

We aim to resolve the CreditWatch placement within the next 90 days as soon as we receive more clarity
on the impact of the incident on the fund size and credit quality. We could resolve the CreditWatch status
and lower the fixed-income fund credit quality rating on Capital Money Market Fund by one-notch if the
size of the net redemption of the money market fund materially exceeds the industry average, which in
turn results in significant deterioration in the fund's portfolio credit quality. Conversely, we could affirm
the rating if Capital IT and the fund portfolio manager can effectively manage the risk of redemption and
maintain the credit quality of the invested portfolio.

Definition of A Fixed-Income Fund Credit Quality Rating

ATaiwan Ratings fund credit quality rating is a forward-looking opinion about the overall credit quality of
a fixed-income investment fund relative to that of other fixed-income investment funds in Taiwan.
Taiwan Ratings fund credit quality ratings, identified by the 'f' suffix (as are the global scale fund credit
quality ratings), are assigned to fixed-income funds, actively or passively managed, typically exhibiting
variable net asset values, and also include a country prefix denoted as 'tw'. Taiwan Ratings fund credit
quality ratings reflect the credit risks of the fund's portfolio investments, the level of the fund's
counterparty risk, and the risk of the fund's management ability and willingness to maintain current
fund credit quality. Unlike traditional credit ratings (e.g., issuer credit ratings), a Taiwan Ratings fund
credit quality rating does not address a fund's ability to meet payment obligations and is not a
commentary on yield levels.
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Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to them
inour criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.taiwanratings.com for further information.
Complete ratings information is available to subscribers of Rating Research Service at rrs.taiwanratings.com.tw. All ratings affected by this rating action can
be found on Taiwan Ratings' public website at www.taiwanratings.com.
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