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Abstract

The National Finance Stability Fund(NFSF) was incorporated in 2000. It
was originally established to maintain the liquidity and marketability of the
stock market & the boost of confidence during catastrophic incident by buying
the weight units & increasing the weighted index. Therefore, it has to be strictly
defined & managed for its sources, authority, operation & responsibility to
prevent any alleged corruption cases.

Actually such mechanism is not quite common in EU or US for their
finance governance are relatively complete. Only few Asia & LATAM countries
have similar funds. In Taiwan, the government raised NTD 500 billion from 4
major funds as Labor Insurance Fund, Labor Pension Fund, Public Servant
Retirement Fund & Post Saving Fund & obtained the loan by taking the stocks
of several government-owned enterprises to stabilize the stock market.
However, the sources of funding & the performance are not as positive as the
original assumption after 5-times operation.

This research contains 3 major parts: the history of NFSF, the
performance of NFSF & the failure analysis of NFSF. The history part includes
the studies of law authority, foreign similar mechanism & NFSF 5-times
operation. The performance part includes the margin & loss of NFSF & the
weighted index variation before & after NFSF operation. The failure analysis
includes the interviews of 2 former investigator & fund manager & the root
cause analysis.Based on the 3 parts above, it is clear that a proper mechanism

of NFSF exit is necessary & it will be replaced by the sovereign fund.
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