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X (response rate) ILWFRFRIE : BEEARKRILEE
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B— Responsible Lending 2 FERiH

& 8" Waorld Consumer Credit
S Reporting Conference

The core components 'ofrespos"lble Ieﬁdiﬁg

! o Credit product suitability assessment

The lender should provide comprehensive and transparent

information to allow the consumers to better assess which product gresssssessmsssssesesssssssessssas s

is suitable to their needs

- Fair Advertising and marketing

Lenders take the
major liability

]
-

— Transparent pre-contractual and risk information

e Consumer’s creditworthiness assessment

The lender should assess the consumer’s creditworthiness
and ability to pay on the basis of sufficient information

Both lenders’ and
credit bureaus’
liability

- obtained from the consumer or

— obtained from a database such as credit registers

SR EEE £ 2012/12| 13
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B — Responsible Lending E{ERAEREIR

erld Con sumerCredu

e == Reporting Conference — fefk
ResponS|bIe Iendlng & credit management cycle=

Target mar & pre-screening
Long term e Short term

RL is positive to RL have negal-t'i;:“ i;::;ct to

RISK MANAGEMENT \
‘

Lending

-

Effective
policies Collection/ < Suitability Orlglnatlonl Approval &
Efficient use G Assessment (AL ELT i Risk Pricing

of resources
Creditworthiness Approval % & $
Default % y Assessment

Delinquent %

Customer gl

Intangible Measurable

g . ) Management 1 _J
Less incentive o m Strong incentives

Minimize Increase
to be better delinquencies  balances / cross-sales to expand

14 | SREEUE B +—1 2012/12
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B= 2005~2006F=EVEFHFE

The two cardene e aiwan,

» ﬂ“’ Warld Corlsmnr Credit

e

Booming credit card & cash card market caused severe damage

Banks

Over-banking, highteenmpe

Strong market & revenue-driven product
desigri*&*promotion

Poor tisk management
Loose regulation and market discipline
« L o

High delinquency & loss, .

disorder collection pralctucﬁ ~

amEasy credit: easy to get anothericard

Consumers

Convenient money: withdraw cash from ATM
directly time

EdSyspayment: low minimum-pay

(credit
limit) from another bank

“Unaffordable debt”: high

revolvin nce with hi
interest rate (20%)">
|

4

The result of |f7esponsible lending ‘& borrowing

During 2005~2006, afound 520,000 consumershth more than 600
billion NTS (20 bil ) were iriyrouble

Huge social cost
1

7
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" Warld Cansumer Credit 55
Repuning Conference

The regulator S poI|C|es & actions

when things went wrong

THIFE, TAINAM

® Provide a debt work-out solution for existing deteriorated consumers
- Legislated “The Consumer Debt Clearance Act”
- Established a short term and consumer friendly solution

e Promote consumer protection

— Prohibited unfair collection practice

— Fair advertising and promotion

*Item underlined
= JACrelated

- Transparent pre-contractual information

— Consumer literacy promotion
e Enhance risk management

- Review the overall creditworthiness of customers periodically

— Total unsecured debt / monthly income (Debt Burdon Ratio, DBR) to

be no greater than 22x

- Risk-based pricing

16 | SRREEIE 5 +—8 2012/12
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WhatJcic did

Jorld Consumer Credit =% :
Reporting Conference ‘WCCRC

TAIPEI, TAIWAN h

VG R G T L [ aVAEE TG BN ETEY | During or after Two-cards Crisis

Deteriorated consumers had no clue how

“one stop”
P the debt can be solved and suffered
Debt work-out . :
. unregulated collections practice from
solution

many banks in the same time

Creditworthiness
review base

Risk grading &
pricing

Ability-to-pay
assessment

High cost to review the entire customer

No credit bureau score available

No income data collected

Bankers Association and JCIC jointly
established an inter-bank consolidated
debt work-out solution

For Better Responsible Lending

JCIC lowered the cost of customer-base
inquiries

JCIC Consumer Credit Score was
launched in April 2006

Income data was reported to JCIC and
consolidated DBR was established

SR EEE £ 2012/12 | 17
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TAIPEL, TAIWAN

Inter- bank consolldated debt work outsolution

I’'m willing to resolve my debt.

How much is it in total?
Who should I talk to?

Negotiate a payment

e plan for all debt with

Agent bank

Consumerin
trouble

Apply for the detailed debt report
from J CIC (free) & identify the “agent
bank”, thatis, the largest creditor

monthly payment

Debtin trouble 540,000 NTS

b‘ .‘
according agreement ',.2“;'
Report the/ e Q Q
result/
% payment inf Distribute the payment to
P 7/ Bank A, B, D
7 proportionally

If an agreement is

18 | Rl SIS %

+—H1 2012/12

Credit type Amount Ry reached, report the
& .
Bank A Cash card 150,000 ",- Nt:g:""ﬂrw terms & interest rate
Bank B Credit card 80,000 |&*
Bank C Unsecured loan 250,000 Agent
bank
Bank D Credit card 60,000 ) . -
0 Information sharing 5 Reporting &
among banks Analytics

(for regulator)

........
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RIEIEE - EREHIRASHEERHEEIRS
HEE  —RRE=EENEREFEEEE -
B ZEHBENCTIE - BENBE - BEE
I\ TR E 7 2 R 1 ( FELE IR AR
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TAIPEL, TAIWAN

Inter bank consolldated debt work out solution
Look at the situation with numbers...

- 520,000
20 billion USD consumers in trouble

I
I I
o 280,000 (54%) 240,000(46%)
qualified and applied either not qualified or did not apply

230,000 (82%) 50,000 (18%)
Reached agreement with Fail
agentI bank

161,000 (70%) 69,000 (30%)
Pay as agreed Fail

During
Jan. 2005~ Dec. 2005

moral hazards

consideration

11 billion USD e

Ave. terms:103 months
Ave. interest rate: 3.5%

’—9

Until Jul. 2007
The Consumer Debt Clearance Act
was enacted
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B EREEEE  TREREFNIEE
A+ - ERERERZIRF SEAEREEESR

BENEE (20BN ~ B) - EEMEAZIAN
RNFERBEREFEERFZMED
At RER FEREMTITRIAES
HEAGEBREZERTEX  EOER
1BEFE BRI  HAIR ~ B RIEEEER
RIEZEREMN - MERIIEMES - TR
B EEREIHEEDBR22EZIREE -

. BB EN NNERA=P (know your

customer) |
HREEMRASKIRITUEEREEER
HEPZERKR » RIS —X

B\ SEtEERFTEIEt

Taiwan’s credit card market

Card Number

More Responsible Lending

) Balance in
in Thousand Mil.USD
50,000 More rational market 18,000
45,000 16,000
40,000 14,000
35,000 12,000

30,000
25,000 [ 100%
20,000 .
15,000 [ 6000
10,000 400
5,000 - 2,000

0 - -0

S S S
S
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ERBTLAMBHES ETRIKIBZE
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MEEZZF (know your customer)] (B+)°
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su=s [N

ENTEE > REBBHEENII—FAHRF
L ZBE (SRR Credit Conversion
Factor #8i8100% ) » (AR E R EItEE
HILFENEF > RIS EERERM
BRMEMHEEEEE : Bl - HIREES
FIERmREEREC EEEREIFEISHE -
EEMEHRNEREEEEE BRI
BREEAMERR > &R E
BEEERFEE - MEERBBRREREE
B40%EH - ERRENTEXNE TR
BUFEEHESX - AEEERIANA

Bn SEMEREFHSEIEE

Taiwan’s cash card market

Card Number

2 TAIPEL, TAIWAN

More Responsible Lending

Balance in
in Thousand Irresponsible Mil.usD
4,500 lending & 12,000
borrowing
4,000 |l|a|=\ct
- 10,000
3,500 -
3,000 L
2,500 - - 6,000
2,000 More rational market
1,500 - 4,000
1,000 -
i - 2,000
500 I
0 - -0
v

— Revolving Balance

SRBEEE o 2012712 21
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Responsible lending¥&fif » {(F=/&A7E
ETrMSEBRIETCHES » MIRTZ
KRR H) 8 - AMEERERL2008

B+

FEIRMR IEaUEE. - 2010tEREE
B TEREEH . - HETZRMBAENZR
DIFERETNR (EEF  REF)NF
F(BE) AEEEC REAAEEEIR
+)-

BUERT D ZAELNRMHEIEE <R R
¥ (RO ISR : 2005128 1 BHEKRER
ZKFE20065F 128 » AP BEEHIZR8408
A REEEBIFEETIKSIER74 ) BB E
B (FREDIFEL : 2011568 » ZAVKEIZE
2012568 - D EEEKIR860E A -

R EERRFRERER

“Know your customers”

Regulator JCIC

required banks to differentiated and

review the overall lowered the cost of
creditworthiness of all customer-base
their customers

periodically

inquiries, nearly 90%

off

Banks

increased quantity & frequency of
inquiries on their existing customers

100 Mil.

| W New Customer inquiry
1 W Existing Custorner Inquiry

TAIPEL, TAIWAN

Better KYC

Number of inquiry

2004 2005 2006 2007 2008
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(L) #hEE RSB ERREECRE -
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B+— SENERNERFERERE

Creditcard CCF

. . Better early detection of
Increasing quantity & frequency of : . N
) deteriorated customers, timely > Lower CCF &loss

inquiries on existing customers y decrease their credit limit

CCF (Credit Conversion Factor)
in Taiwan Credit Card M arket

j 120% —

R

Credit Additional More Responsible Lending
Limit Exposure Drawing 100%
at Default _)
80%
Balance
60%
1yr.before default
40%
Exposure [ EEYET )
at Default (D-1) 20%
CCF =

.. 0% 1 1 1 1 1 1 1 1
UnzdrawniEimit{p:1) 200212 200312 200412 200512 200612 200712 200812 200912 201012
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RYEIEAR
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EIES) - MBEWCCRCZEH » HISBREE
EZE MWK - ERREMBRREIMNAEIN+
DAE - MRBTEZEREEAREHIE
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HEFGHEEMER - DARZIRHISB 2B
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Taiwan’s credit market default rate

Default Rate %

14 1

12 1

10 1

Credit Card
Cash Card

—— Mortgage

2005~06
Local tow-cards
crisis
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More Responsible Lending

2008 2010~
Sub-prime European
financial crisis financial crisis
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WIIRBIIERMEMIB I £ INITIREE (Credit
Reporting Standards) » [EEAREEFH(best
practice)/REME » BIIFIRAWEBZ 2IZE
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FELE—KBET » ERIDAEERGIE

==

B+=

Credit portfolio quality

Score Band %

HEE

MIBRIES » HERARSHEBTE—EREE
2R - BRIV REEMEE—ZER
WEWEB (HIRRAR MBS > MIREER
BHZEANMEYER - WINEBEHPILZ R mE
B) : FFEMNRMEBITIE (BRI FRIRITER
LNEEFNEZ DTSN ) ¢ ARFRER AR
EEERER (E—ERENEYRRKRPEH
BE  WMEER - /\EXE -~ KRBIEXR) : B
REKMBEERHERBERE » EEER
REESECEMME (RMABEEE =
EXE  EEQTF)FHIT  EEIERR

AimiZ ERmERE

TAIPEL, TAIWAN

Default Rate

35 90%
30 | Score population: 8.4 mil. Score population: 8.6 mil. / 1 89%
2005/12 JCIC Score == )011/06 JCIC Score . |
25 L —8— 2005/12 DR% ——2011/06 DR% /
Model KS value: 74 Model KS value: 71 /- 1 60%
20 ¢ 1 50%
15 Lower DR in eachj 1 40%
score band [
10 |
Higher % of Prime 1 20%
5 segments
1 70%
_—_ﬁ—’—-‘*
0 ' —————s — 0%
340 380 420 460 500 540 580 620 660 700 740 780

JCIC CreditScore
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Lessons learned

8% Warld Consumer Credit
S Reporting Conference ™S

TAIFE, TAINAN

® Remedial action is usually much cheaper than disaster clean-up

® Disaster clean-up requires

— comprehensive and timely information

— clearly defined scope and policies

— efficient actions, reporting and tracking
e Credit bureau has social responsibility to

- regulators
- banks
— consumers

® Provide the right treatment for the right customers at the right time,
a responsible lending manner

— ease of getting credit vs. capacity-to-pay assessments
— profit vs. risk
— business vs. consumer protection
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