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Abstract

With the changes in financial consumption, complex financial commodities are
constantly evolving; financial consumers are likely to ignore investment risks due to
lack of expertise or incorrect information. In 2002, the “Securities Investor and Futures
Trader Protection Act” (hereinafter referred to as the “Investor’s Act”) was established
for bond investors and futures contract investors as a means of protection, and the
Securities and Futures Investors Protection Center (hereinafter referred to as the
“Center”) provides a way for investors to claim as well as receive consultations. The
Lehman structured notes fiasco in 2008 once again impacted the financial crisis on a
deeper and broader level, and prompted Taiwan to actively study foreign law and set
up the “Financial Consumer Protection Act’ (hereinafter referred to as “Protection
Act’), thereby providing financial consumers with relevant protection mechanisms and,
at the same time, increasing the responsibilities of the financial services industry. The
Financial Ombudsman Institution (hereinafter referred to as the “Institution”) was also
set up to provide the financial services industry and financial consumers with a unified
forum to resolve issues. Due to the establishment of the Institution and its completion
of periodic tasks, the initial dispute resolution system established by the Bankers
Association of the Republic of Taiwan and the Taiwan Insurance Institute have since
announced their withdrawal. The establishment of the Investor’s Act repositioned the
roles of the financial services industry and its financial consumers. In the future,
financial institutions selling financial commodities will need to reinforce protection
procedures and bear the burden of increased responsibility to allow financial

consumers to pick commodities with public information that are better suited for them.

Although the targets, main specifications and protection mechanisms of the
Protection Act and the Investor’s Act are not completely the same, still, there is some
overlap. When financial consumers face disputes, there will be more than one way for
them to be resolved, whether it be the Center or the Institute, investors will be
provided with a safe, fair and public environment where their disputes can be resolved.

Moreover, the Protection Act has encouraged the financial services industry to employ



more transparent methods of selling commodities, and therefore reduces the
occurrences of asymmetric information. By implementing product suitability analysis,
fulfilling risk disclosure obligations, and other financial consumer protection
mechanisms beforehand to lessen misperceptions made by the consumers, as well
as resolving disputes between the financial services industry and consumers through
a professional and neutral dispute resolution institution afterwards, allows both the

financial services industry and consumers to have satisfactory resolutions.
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