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Taiwan’s Next Policy Cycle Runs Through Budgets, 
Energy and AI

Source: Office of the President, ROC (Taiwan)

Taiwan’s policy agenda is moving into a new phase after a 
politically active August. The Legislative Yuan has 
reshaped the framework for unmanned systems, the 
Executive Yuan has submitted the next central 
government budget, nuclear power is returning to the 
ballot, and AI-related demand continues to lift Taiwan’s 
growth outlook.

This issue tracks four recent developments across defense 
and industrial policy, fiscal politics, energy and elections, 
and the AI-led economy. The common thread is 
implementation. Policy priorities are visible, but funding 
channels, legislative timing, energy choices and external 
demand will determine how quickly those priorities 
translate into operational change.

Interested to know more? We would be happy to walk 
through what these developments mean for your 
business. Please reach out to us anytime.



Defense & Industrial Policy

Taiwan Creates a New Funding and 
Industrial Policy Model for Unmanned 
Systems

Taiwan’s Legislative Yuan passed the Act for Strengthening 
National Defense Autonomy and the Development of the 
Unmanned Vehicle Industry on August 27, following more 
than two months of debate over funding and 
administrative responsibility. Promulgated on September 
11, its budget provision took immediate effect, while the 
remaining provisions will enter into force in March 2027.

The final Act replaces the Executive Yuan’s proposed 
NT$210 billion defense-led special budget with NT$240 
billion in annual appropriations over six years: NT$40 billion 
per year in principle, with additional funding permitted 
where required. The Ministry of Economic Affairs will lead 
industrial development, while the Ministry of National 
Defense will oversee military procurement.

The Act also establishes a national strategy committee, an 
industrial development framework, trusted supply-chain 
certification, preferential procurement of Taiwan-made 
systems, and enhanced reporting requirements for major 
procurement programmes.

Separately, the Executive Yuan proposed a supplementary 
budget on September 3, allocating NT$145.7 billion to 
defense, including NT$55.9 billion for unmanned systems. 

The planned procurement includes more than 40,000 
coastal surveillance and attack UAVs by the end of 2027, as 
well as 1,320 domestically produced small suicide USVs 
between 2026 and 2031. The first tranche provides NT$3.01 
billion for 120 USVs and associated equipment. As of 
September 21, the supplementary budget remained 
pending legislative approval.

These measures create three complementary funding 
tracks: the NT$780 billion special defense framework for 
major military acquisitions, the new Act for long-term 
unmanned-systems and industrial development, and the 
supplementary budget for urgent procurement. Their 
impact will depend on legislative approval, timely 
implementation and the domestic industry’s ability to scale 
production.

Source: Legislative Yuan; CNA



Fiscal Policy

Source: Executive Yuan

2027 Budget Opens the Next Test of 
Executive-Legislative Relations

The Executive Yuan approved Taiwan’s 2027 central 
government budget proposal on August 20, setting both 
revenue and expenditure at a record NT$3.9266 trillion. The 
balanced proposal reflects six broad policy priorities: 
technology development, social welfare, national resilience, 
education and cultural capacity, equitable distribution, and 
sustainable growth. 

Major allocations include NT$1.1225 trillion in broadly 
defined defense expenditure, exceeding 3 percent of GDP; 
NT$229.2 billion for technology development, including 
NT$40.6 billion for the government’s “Ten Major AI 
Infrastructure Projects,” and NT$728.8 billion for public 
infrastructure. It also earmarks NT$235.7 billion for a 
proposed universal NT$10,000 cash payment. Despite the 
expanded expenditure, the government projects no net 
new borrowing and expects the central government debt 
ratio to fall to a record-low 23.4 percent. 

The budget will nevertheless enter a highly uncertain 
legislative environment. The 2026 central government 
budget was not passed by the Legislative Yuan until 
August 14, 2026, more than seven months into the fiscal 
year and the latest approval in Taiwan’s history. It was only 
formally promulgated on September 18, leaving 
government agencies approximately three and a half 
months to execute previously withheld funding. 

Against this backdrop, the 2027 budget will provide an 
early indication of whether relations between the executive 
and the opposition-controlled legislature are becoming 
more predictable or whether prolonged budgetary 
confrontation will persist. For businesses, the principal 
consideration is therefore not only the scale of proposed 
expenditure, but also whether funding for defense, AI, 
infrastructure and industrial development can secure 
legislative approval and be released on a timely and 
reliable basis. Until the Legislative Yuan completes its 
review, headline allocations should be treated as policy 
signals rather than assured funding.



Energy & Politics

Source: Taipei Times

Nuclear Power Returns as a National Political Issue

Taiwan’s Central Election Commission on August 28 formally approved a national 
referendum on nuclear energy to be held alongside the November 28 local elections. 
Referendum No. 22 asks voters whether they support the government using nuclear 
power to promote economic development and abolishing the existing “Nuclear-Free 
Homeland” energy policy.

The vote will be Taiwan’s fourth national referendum involving nuclear power since 2018 
and comes little more than a year after the country’s last operating reactor was shut 
down in May 2025.

The referendum was initiated by the Kuomintang and passed the Legislative Yuan with 
support from the Taiwan People’s Party. The opposition has increasingly linked nuclear 
power to electricity costs, supply stability, national resilience and the rapid growth of 
power-intensive AI industries.

For businesses, the immediate significance of the vote is political rather than operational. 
The referendum does not specify which nuclear facilities would return to service or 
establish an implementation timetable, but it places Taiwan’s long-term energy mix 
directly into the campaign ahead of the local elections.



Taiwan’s AI-Led Growth Surges, but Concentration Risks Deepen

Source: Taiwan Institute of Economic Research (TIER)

Taiwan’s economic outlook strengthened further in August as the Directorate-General of 
Budget, Accounting and Statistics raised its 2026 GDP growth forecast to 11.05 percent, 
the highest annual rate in 39 years.

GDP expanded 12.93 percent year-on-year in the second quarter after growth of 15.43 
percent in the first quarter, bringing first-half growth to 14.15 percent. Strong demand for 
AI-related applications has been a major driver, with real exports of goods and services 
rising 21.24 percent in the second quarter and capital investment also recording strong 
growth.

More recent trade and production data point in the same direction. Export orders 
reached a record US$97.94 billion in July, up 61.9 percent from a year earlier, while 
manufacturing output increased 26.9 percent.

The headline figures are exceptionally strong, but the composition of the expansion also 
highlights Taiwan’s increasing exposure to the global AI and electronics investment 
cycle. Taiwan therefore enters the coming year with unusually strong economic 
momentum, alongside a growing dependence on a relatively concentrated group of 
technology industries and external demand.

Sources: CNA, 1 June 2026; TFDA, 8 June 2026; TFDA, 22 June 2026

5

Economy & Industry



Trump–Xi Summit Leaves U.S. Policy toward Taiwan Unchanged

Source: Bloomberg

Chinese President Xi Jinping visited the United States from September 23 to 25 and met 
President Donald Trump at the White House. The summit announced no change in U.S. 
policy toward Taiwan. 

The U.S. and Chinese accounts differed most clearly on Taiwan. Beijing said Xi urged 
Washington to oppose Taiwan independence, stronger wording than the longstanding 
U.S. position that it does not support independence. The White House fact sheet omitted 
Taiwan, and the U.S. ambassador to China said policy remained unchanged. There is no 
public indication that Trump accepted Xi’s request. 

Taiwan’s Ministry of Foreign Affairs rejected Beijing’s account and reaffirmed that 
Taiwan’s future belongs to its people. Taiwan’s Mainland Affairs Council said U.S. policy 
and international support for peace across the Strait remained unchanged. However, a 
proposed U.S. arms package worth about US$14 billion remains pending. 

The extended U.S.–China trade truce offers Taiwan’s technology sector short-term 
predictability. The summit established an AI risk dialogue but announced no change to 
advanced-chip controls. Proposed tariff relief excluded semiconductors, while rare earth 
talks yielded no new supply guarantee. 

For Taiwan, the practical tests are whether Washington approves the arms package, 
changes AI chip export controls, and secures more reliable critical-material supplies 
before the trade truce expires on January 10, 2027.

Sources: White House, 25 September 2026; China State Council, 25 September 2026; Taiwan Ministry of Foreign Affairs, 
25 September 2026; Bloomberg, 26 September 2026; Taiwan Mainland Affairs Council, 27 September 2026; USTR, 27 
September 2026; CommonWealth Magazine, 29 September 2026.
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Implementation, not announcement, will drive the next round 
of signals

Source: Legislative Yuan

Unmanned systems 
framework

Follow the bill’s implementing rules, first annual 
appropriations and procurement specifications. These will 
determine order visibility and supplier eligibility.

2027 budget review Legislative treatment of defense, AI, infrastructure and 
other priority programs will indicate whether the budget 
process is returning to a normal timetable.

Nuclear referendum Campaign messaging will show whether energy policy 
becomes a national issue in the local elections and how 
parties connect nuclear power to AI demand and 
resilience.

AI-led growth Export orders and industrial production remain strong, 
but concentration in semiconductors, servers and 
external demand makes trade policy and global AI 
investment key risk variables.

Sources: Focus Taiwan, 26 June 2026; Reuters, 1 July 2026
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Taiwan’s next policy cycle will be shaped less by new 
announcements than by how existing priorities are 
implemented.

Over the coming months, attention will turn to budget 
approvals, implementing regulations, procurement 
decisions and legislative negotiations. These processes will 
determine the pace and scope of several major policy areas, 
including defense procurement, AI infrastructure, energy 
policy and fiscal reform.

For businesses, the key is to follow where decisions are 
actually being made. Policy direction remains important, 
but timing, eligibility and funding can still shift as 
proposals move through ministries, legislative committees 
and procurement procedures.

The issues covered in this newsletter suggest an active 
policy environment, but one in which implementation will 
increasingly matter to business planning. Companies with 
exposure to these sectors should therefore watch the 
relevant agencies and legislative processes closely, rather 
than relying on headline policy commitments alone.
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