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Fﬁ‘&?f" s F A RAT RS
BANGLADESH BANK

(Central Bank of Bangladesh)

Dr. Atiur Rahman
Governor

April 04, 2011

Mr. Masuto Hatano

Deputy Governor

Deposit Insurance Corporatlon of Japan
9™ £1. Shin Yurakucho Bldg.

1-12-1 Yurakucho Chiyoda-ku

Tokyo 100-0006, lapan

Dear Mr. Hatano, '

[ am really thankful to you for the generous admiration extended to us in your letter
dated March 29, 2011. In fact, it was the support from you and your colleagues from the

" APRC of IADI which made it possible for Bangladesh Bank to host a successful Seminar in
Dhaka.

| deeply regret your absence in the Seminar due to the devastating earthquakes and the
Tsunami in Japan and wish to communicate my heartfelt and most profound
condolences to the bereaved families who lost their dear ones in the disaster. | am
confident that the great and capable nation like Japan would overcome these tragedies
very soon. '

"The Seminar gave us valuable inputs and our banking community was immensely
benefited from the experience sharing opportunity they had in the Seminar. | would also
like to reiterate my interest in continuing promoting further cooperation among APRC
and Bangladesh Bank.

| expect having thejoy of meeting you some time in the future. | would like to thank you
again for giving us the opportunity to work with you and the APRC International Team.

Sincerely,

Dr. Atiﬁr Rahman

Motijheel Commerclal Area, Dhaka-1000, Bangladesh, Phone: 880-2-7120106, Fax 880-2-9566212
: www.bangladeshbank.org.bd
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Approaches for Public Awareness for DIS
Taiwan’s Experience

Assistant Director, Office of International Relations & Research

Harrison Hwang

Central Deposit Insurance Corporation (Taiwan)

March 27, 2011

Outline

Core principle of public awarenes:
IADI guidance paper on public aw

Taiwan’'s experience in promoting

awareness

5 of DIS

areness

public

Conclusion
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Core Principle on Public Awareness

* [n order for a deposit insurance system to be
effective it is essential that the public|be
informed on an ongoing basis about the benefits

and limitations of the deposit insurance system.

Supporting Guidance on PA

Clearly define the

Clearly set out the _
‘principal target audience

objectives of PA prograiy

|
% Closely work with
insured Fls and FSN playersy

Regularly conduct an
independent evaluation
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IADI Guidance Paper on PA &

» Project conducted by RGC Subcomnjittee and
chaired by CDIC Taiwan |

» Guidance Paper issued in May 2009

» Topics covered in the paper:
v’ objectives of a PA program

v ardanizinoa.an effective-PA_campaian
v[a‘-ﬂl TVESTN Is AT T OoINooltrvyo T r Yy Uulllr’ulvll

v applying special strategies to special occasion

- Taiwan’s experience in
promoting public awareness
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x Fstablishment in 1985

» Mandate

* Handle deposit insurance businesses
= Control insurance risk

» Deal with problem financial institutions

Pay Box

L

 Risk Minimizer

\ NT$ 3 million
- S ¥ —(ahout US$100,000)

Insured Deposits Uninsured Deposits
1. Negotiable certificates of deposit
1. Checking deposits 2. Deposits from government agencies
2. Demand deposits 3. Deposits from the Central Bank
3. Time deposits 4. Deposits from banks, postal savings bank,
4. Deposits required by law to ?r?ldit cooperative,f,, gnd f rmhers' and
be deposited in certain Js ermen's associations wit| :_‘c_redlt
financial 1nst!tut|ons 8. Other deposiis which the Financial Supervisory
5. Other deposits approved as Commission has approved as non-insurable. |
insurable by the Financial (e.9. structured deposits) 1
Supervisory Commission | 7. Deposits e i institution i
maximum [nsurance coverage established for
each depositor

* CDIC covers insured deposits of natural o, legal per%om both int local and foreign currencies.
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Objectives of PA programs.;ﬁ;

« To enhance fulfillment of public policy objectives
and responsibilities of DIS in Taiwan

« To maintain a sound deposit insurance system
and financial stability

+ To elevate the level of awareness of deposit
insurance |

Target Audience

» Ciearly define principal target audience

m /Tai{e? / Financial ™ |
Institutions Audi SafetyNet
- —— u, Ience . Playéi:‘-‘?s i

" g
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B Major target: The General Public

v'Natural and legal persons

v'Future depositors-students

Messages

« Disseminating strategies
v'Manage the public expectation by providing
positive news

v'Provide simple and easy to understand
messages

e.g.
No —Blanket guarantee is expired

Yes — You will continue enjoying protection

Yes —Your protection will be increased . TR




Messages (cont.)

+ Key messages

v'Coverage limit

v'Coverage scope
v'CDIC signs

13

Promotion Tools

B Choosing different tools based on different
target groups and geographic areas
1.Multi-media
v'TV, cinema, radio, newspapers, magazines,
cell phone text messages, and Internet

{7 filin) (uzwspagers) { magazines {internet)
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Promotion Tools (cont <

3. Other tools

v’ Customer service: trilingual toll-free line, etlnai[ and mail
boxes

v’ Bilingual corporate website
v Fliers, pamphlets, brochures, annual reports & souvenirs

(trilingualtoll free line)
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Promotion Tools (cont)”

Use networks of insured institutions-free channels

— Deposit insurance signs

+ Alarge sign (required by law to place in every business unit of
insured banks)

« A desktop sign (for counters of business units)
— Films and stickers (for ATMs or business units)

17

(leskpop sign) T

Promotion Tools (cont)”

»_Use network of insured institutio ee channels

— Posters (for business units)
— Scrolling banners (standard language proviged by CDIC)

™ omminis |
s

=51 @@Eﬂﬁﬂﬁﬁﬁﬁ%ﬁ %3@@ M|ITC
DNE=EREE DNI=T i ] et ERBRAT 1
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Include DI information into school curricula

v Cooperate with education department and the financial
competent authorities

v'Raise the financial literacy level for young people & students
Choose communication channels accor
v Campus campaign
v Competition of deposit insurance poster/filr

L L 1 1 Il 1 1

0.00% 10.00% 20.00% 30.00% 40.00% 80.00% 60.00% 70,00% 80.00%
(% of source of deposit insurance information)

Source : 2010 public awareness on CDIC 4id deposit insurance survey = ™ "y

&
kil
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Toward Insured Institutions

* Key messages
——Benefit-of promoting-depositinsurance-awarenass
v" Risk management issues
« Inappropriate deposit structure
+ Maturity mismatch between assets & liabilities
* Poor funding capacity
v Latest deposit insurance policies (e.g. revising premium rates, building
up e-data, efc.)

* Promotion tools

v Issue letter notices (e.g. request submitting financial reports for
monitoring purpose)

¥ Hold meetings and domestic/international seminars

——Key-messages
» Win their supports on public awareness policies

+ Deliver coordinated and consistent messages to
maximize synergy

+ Communication channel

v The specific task force among the FSN for the
transitioning

29,
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Toward the Media

+ Promoting Strategies

v Actively release the press communiqué referring the
DIS regularly and promptly respond to media’s
ﬂ inquiries
\ v’ Receive interviews with the media

Build up a long-term good relationship and ¥
~ serve as trial balloons of public opinions

The more the media Rnow about deposit insurance,
the better they can provide balance reports when necessary

v

Evaluation

« Conduct regular and independent evaluation of
awareness level

+ Most practical approach to know awarneness level
— Understand result of a PA campaign

— Learn where/what to focus for further PA campaigns

34




Public Awareness Level on DIS
in Taiwan of General Public

Awareness Level 66.5% - GE8
70.0%¢ - ;
60.0%
50.0%
40.0%;
30.0%F
20.()%:i

10.0/(1

0.0%“™
2006 2007 2008 2009 2010 Yeer

Budget & Other Resources

a
-
D
o
T
O
O
()
(L)
]
o
[u4]

pproved by the

Parliament
+ About 5% of annual business expenses (about
US$ 1 M)

+ Fully utilize free service channels sponsored or

provided by other government agencies or

insured institutions
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Conclusion

* How to Maintain Awareness Level?

Keep on Doing !!!

Because People’s Memories are SHORT!

L

Thank You

cdic@cdic.gov.tw
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Risk Analysis-
Insurance Risk Management of
——CDIC Taiwan

William Su
Risk Management Dept. CDIC

'J P — Insurance Risk Management of
L ottt CDIC Taiwan

3 _|. Financial Safety Net In Taiwan

- fl. Structure & Responsibilities of the Risk b
“ Management S

. Il Overview of the Risk Management

WV Information Sharing & Risk Analysis System '™

M Measures of the Risk Management
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l. Financial Safety Net In Talwan

Flnanclal Safety Net In Talwan o

T er

Council of Financial Supervisory Commission Central bank of Clina,
. I Centra-l Burea}l ot: Bureau of| g::::;i::‘
Bureau of Deposit Examination Insurance Futures
Agriculture ICns.urance Y 7 T
Finance . orp. |
{
Batilng Service Industres: Finencidl Mrkets:
Tnculding Finaneial Folding Tncluding
.| Co.Tienciel Restncturing | | Bonking Bl Secureies, Futur,
Deppsit F . -
Tnsikance m_x'i,himg es & Defivatives, Insurance
Securites, Insurancs Mixkels and Cleaving
Hlectronic Batking Payrent. System
{
Banks,
Credit Cooperatives

[ yﬂrﬁa'ri ce _R k ﬁage_ of CDIC

I. Financial Safety Net In Taiwan

Functlon of the Fmanc:al Safety Net in Talwan -

(Financial Safety Net)

Banking
Insurance
Securities
‘Others
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W |. Financial Safety Net In Taiwan

Fmancraﬁ Safety Net LlalSDII System |

’ Financial A

Examination
towards / "
Financial . Supervisory

Institutions

"\,gommission

Insurance Risk Management of C_C

] e II. Structure & Responsibilities of the
bl netngitanction Risk Management

/.,

A ; Objectlves of Insurance Rlsk Management

\To safeguard the beneflts of deposrtors in
- member mstltutrons ‘

- .-To mlnlmlze the msurance rlsk

To prevent from paylng out

InsuranceRlsk Management ofCDIC
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Il. Structure & Responsibilities of the
Risk Management

ﬁ
B. Structure Tnsuered Risk
Managemoent
Committec

gL
J 1

Risk
Management fr~~~~~——~~-~-
Depariment

F——m— -

Division of
Early Division I of Division Il o Division IIT Central N
Warning Risk Risk of Risk Region Snuglfflil:eg:on
System Management Management Managemeunt Office
(EWS)

II. Structure & Responsibilities of the
Risk Management

C. Staff allocation
The Risk Management Department : 29 staffs
A Director, two Deputy Directors, two Assistant Directors, four
Division Chiefs( five contract employees included).
The Central Region Office : 8 staffs
The South Region Office : 10 staffs
- There are 47 people in charge of risk management
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E{I wipseneg | I Structure & ResponS|bllttles of the
| GOt Risk Management

—_—

D, Insured Risk Management Committee

Dlrector of the Risk Management Department
Director of the Business Department
Director of the Inspection Department
Director of the Resolution Department
Director of the Legal Affairs Office y

Insurance Risk Management of CDIC

II. Structure & Responsibilities of the

Risk Management

D. Insured Risk Management Committee

insurance risk

« Warning notices of termination of deposit insurance contracts
* Termination of deposit insurance contracts .
» Other related cases )

Insurance Risk Management of CDIC  *
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II. Structure & Responsibilities of the
Rlsk Manaaement

> Assisting insured institutions’to:improve-risk management
% Providing supervisory guidance or superintenidence to insure

~ institutions pursuant to the Banking Act

» Assisting insured institutions in handling panic runs

> |ssuing warning notices of terminating deposit insurance contracts
» Proposing termination of deposit insurance contracts |
> Other rlsk management related issues )

Il. Structure & Responsibilities of the
Risk Manaaement

, (The South Region)
| Office

Rlsk Management Department

ﬂ_
~ Total 180 Total 98
-+ 38 domestic banks > Two credit
i) 2 ol ranches o - cooperaties
> 14 eredit cooperatives |7 104agr|cultural » 96 agricultural -
> 101 agricultural financial | financial financial
institutions (including .| institutions institutions
the Agricultural Bank '
Taiwan)
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[N] AuB&REE ) Oyerview of the Risk Management

ertrifDeposithsurane=Topp,

A. Superintendence
> Legal basis: Article 44-2 of the Banking Act and related regulations
> Objective: At the point of crisis triggered by major frauds, banks
runs or capital significantly inadequacy, CDIC acted as
superintendent to protect the interests and rights of depositors

> Method: On-site superintendence with the power of inspection
> Results: Up to the end of 2010, 7 cases completed, among which 6 !
were handled through P&A and 1 recovered :

\
|

lll. Overview of the Risk Manag_ement

" B. On-site guidance
> Legal basis: Article 61-1 of the Banking Act
> Objective: To facilitate insured institutions to recover normal operations or
being acquired
> Method:
(1) Dispatching officers for on-site guidance
(2) Attending board meetings
(3) Sending written guidance letter

43

> Results: Up to the end of 2010, CDIC completed guidance to 61 institutions

zxIncluding 10 banks, 3 trust and investment companies, 17 credit cooperatives -
and 31 the credit departments of farmers' and fishermen’s associations

xramong them, 55 institutions were acquired by other institutions and 6
institutions restored to normal operations




lll. Overview of the Risk Management

y

C. Adopting special call reports monitoring towards insured
institutions with higher insurance risk

> Legal basis: Article 22 of the Deposit Insurance Act

> QObjective: To correct business risk promptly

> Method: Call-report off-site monitoring

» Timing: When insured institutions involved with concentration risks
of lending, investments or specific business risks

lll. Overview of the Risk Management

e —
 D. Dispatching staff to handle panic runs
> Timing: When insured institutions suffered from panic runs :
> Method: CDIC officers provide short-term on-site assistance, including
explaining the situations directly to depositors, in some cases in
conjunction with measures of on-site guidance ~ superintendence or
conservatorship when necessary. i
> Results: Up to the end of 2010, CDIC successfully helped 59 insured
institutions to overcome panic-runs with an average 2-3 days run on

banks.
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l . IV. Information Sharing & Risk
II LI ———, Analysis system

Agricwulitusal
Bamnlcing

Banking ndustry(B)
fmdmstry(ABD 'mm ion E[nterlnetIR.e,pont‘ing lEx:-nination

k4
Cuternet Finandial Supervisory |
i Reporting ‘Cormmigsion :
‘Council ; "‘/a'm,mahe “ha Ex natoin .8 Examinatoin S
3 olf (. . EMIS Fifiancidl Reports - PFlgancidl Renorts
Agmcuilturc : Einancial Reports e 4 ‘ 7

Central Banlk

IV. Information Sharing & Risk
Analysis system

1.Producing financial -
early warning reports,
and submitting to .
supervisory agencies N

Insurance Risk Managem
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IV. Information Sharing & Risk
Analysis system

Al HIRE )

IV. Information Sharing & Risk
Analysis system

In_s'_v Risk Management of CDIC

4€



@%ﬂﬁﬁm IV. Information Sharing & Risk
B it | Analysis system

B. Enhancing off-site monitoring mechanism and

inancial EWS in order to effectively grasp business

A IV. Information Sharing & Risk
R nes _ g |
ettt Analysis system
Risk Analysis of the EWS() !ﬁ =
Subsystem[Examination Rating [Call Report  |Internet Account Officer
System (ERS) System Transmission |Analysis System
[tems Surveillance
System
fData Sources |Reports of Call Reports  |Daily Data Report of Examination|f
Examination from |from Members |from Members Jand Up-to-Date Data
Banking
Examination
Agencies
Frequency of |[Semiannually Quarterly Daily, Weekly (Monthly ~ Quarterly onj
Reports & Monthly  |Annually Depends on
Cases
Rating Results |A.B.C.D.E Percentile Warning Insurance Risk
Ranking:1-99 (Signals Prediction
/B Insurance Risk Management of CDIC
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IV. Information Sharing & Risk
Analysis system

R Rlsk Analysis of the EWS(ll)

i
SubsystemfExamination Rating [Call Report Internet [Account Officer
System(ERS) System Transmission Analysis System
(tems Surveillanee
System
Model ICAMEL Model Statistical - Linear Moving  {Stress Test
Percentile Average
Ranking of
Measare
. Location .
findicators ﬂCAMELSO CAELSO Specific Items  [Mainly
from Balanee  [Criticized Assets
Sheets ete. ]
Information FSC FSC 1. Members Internal Risk
haring Central Bank Central Bank |2. Related Management
[Council of Council of Supervisors
Agriculture Agriculture When it’s
Local Government |Local Necessary
Government

he EWS(IIl)

Subsystem|[Examination Rating |Call Report Internet Account
System(ERS) System Transmission Officer
tems Surveillance System |Analysis
System
(Outcome Exception List Follow-up List (Warning List {Analysis
Semi-Annually Quarterly Reports
Report . |Report
Future Revised Regularly  |Call Reporting  |Revised Regularly  |Ditto
Development ccording to the Rating System
Economic Cycle. _
Risk Premium  |Composite Seore Certified BIS
Sysiem Ratio or
Indicators Capital
Adequacy Ratio
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EJ SHRERES Iv. Informatiorll Sharing & Risk
owomiinton. . Analysis system
| Risk Analysis of the EWS(IV)

Subsystem|Examination Rating  [Call Report Internet Account Officer
System(ERS) System Transmission Analysis System
Surveillance
System
Main Purposes  |® Early infervention (@ Regularly ® Timely ®  Predict the
® Examination Monitering Monitoring & Possibility of
Reference ® Trend Intervention Failure on
@ Risk Premium Evaluation |® Moral Hazard Special Cases
®  Supervisory ®  Peer Group Prevention (@ Analyze the
Administration Comparison insurance Risk
| Methodology Normal Distribution  [Normal Non-Normal
ssamption Distribution Distribution

IV. Information Sharing & Risk
Analysis system

ww " RiskAnaysisoftheEWSY)

Subsystem|Examination Rating Call Report Internet Account Officer
System(ERS) System Transmission Analysis System
ITtems Survetllance
System
Strength of ® On Site Appraisal |® Comparable |Early Intervention{® Failure &
[System ® Objective among Same Risk
® Comparable Peer Group Oricnted.
among Mcmbers |® Regularly ®  Market
and Examination Monitoring Value
Base dates Simulation
'Wealiness of @ Frequeney ® Lackof ® Time & Subjective
ESystem Problem of Management Consuniing ® OfF-Site
Examination Factor ® Heavy Analysis
® Lackof ‘Workload
On-Site Asset
Appraisal
® Only Off-Site
Review
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IV. Information Sharing & Risk
Analysis system

New Rlsk Analysis System under development ™
—Call Report Rating System (CARRS)

/> Purposes : \

1.To act as one of the key risk indicators to the risk-
based premium.

2.To reflect the up-to-date business risk & financial
condition of member institutions.

3.To supplement the Examination Rating System.

IV. Information Sharing & Risk
Analysis system

New Risk Analysis System under development V=
— Call report Rating System (CARRS) -~/

/>Timing of use : when there is no new Examination Ratinﬁ
over 1 year.
»Q0utcome : Quarterly Rating Report.
_ »Package tool kits :
1.CDIC may conduct on-site inspections regarding the
accuracy of reporting data.
2.CDIC may charge additional premium when serious
deficiencies were discovered through inspections.

o H



P —_. IV. Information Sharing & Risk

J - — Analysis system

. & Focus of Risk Analysis

1.Periodically conduct risk analysis towards insured
institutions in order to manage insurance risk in a timely
manner.

2.Use EWS to evaluate the performance of insured
institutions, and intensify the off-site monitoring towards
insured institutions with poor rating.

3.Continuously review and revise EWS in order to adopt

Insurance Ris

- N

~ necessary measures to reduce insurance risk at an early
\_ stage. - )/

R whEREZE V. Measures of the Risk Management

il Weriteal Depoiitiisuranceiorp,

A. Individual instifution : CDIC assigns Account Officers to
manage insured institutions with major operational deficiencies :

! Depending on the case, CDIC applies call-reporting and Intemet monitoring

|

“on a daily or weekly basis to frack changes in liquidity or risky businesses.
- g

Participﬁng in urvisory meetings and guidance meetings convened by the

|

‘ competent authorities.

If insured institutions engaged in unsound business, CDIC sends letters for
. correcting deficiencies and continues the follow-up.

h|




V. Measures of the Risk Management

If insured institutions undertook risky businesses, CDIC conducts special
call-report monitoring, including tracking the trends of past due loans and
changes of risky financing or overseas investment undertaken.

U p——— T

‘ ' Regarding the capltl inadequacies of msured institutions, CDIC takes
several actions, including sending letters to the competent authorities ,

‘ inviting responsible people for discussion, and dispatching staff for on-SIte

| v13|ts efc. '

For insured institutions being significant[y undercapitalized or with major crisis,
i in accordance with orders from the competent authorities, CDIC conducts on-
!\ site guidance or superintendence.

| If insured institutions meet the following conditions, CDIC will give warning
 notices of terminating insured status or terminate deposit insurance contract
lV|oIat|ng laws and regulations

1 WViolating deposit insurance contract

| MEngaged in unsound business

5%




lm‘ ks V. Measures of the Risk Management

J (Centril Deposichuurance o,

B. Overall Financial Risk

/

Holding seminars and workshops on managerial

h

policies and risk management to facilitate sound
operation of insured institutions |

/In compliance with government policies, disclose partial \

business information of insured institutions =~ :

+ CDIC continues to extract partial business information of insured
institutions in the CDIC’s Deposit Insurance Quarterly Bulletin
and on its website to exert market discipline.

+ When in special case for market discipline, disclose individual
institution’s information, ' '

8] nsurance Risk Management of CDIC __ *
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V. Measures of the Risk Management

C 3

To issue important and specific financial risk reports from
the macro perspective, including:

Report of domestic banks’ performance

Report of cash cards and credit cards loans exposures

Report of real estate loans exposures

Report of investment risk in securitized products

Report of insured institutions’ liability concentrations

VI Strategies for Managing the Future
Insurance Risk

A. Early preventlon is better than cure ex post

op and revise EWS and off-site monitoring !
| eehamsm in order to reveal operatronal deflcren(:les of %

ry-off-si e monrtormg towards rnsured
jons wrth rlsky businesses, and request for .

fo reduce the risk exposures or
ntrations of insured 1nst|tut|ons before is toolate.
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@%ﬁm& VI Strategies for Managing the Future
Ld cevivthucmston Insurance Risk

B. Providing guidance in advance is better than payout

onstantly coordinate with superwsory agencies to assist [
| problem institutions in completing self-restructuring plans or §
- merged with other institutions to prevent from payout.

Suing warnlng notices or terminating deposit insurance
contracts towards problem banks to control insurance risk -

O R VI Strategies for Managing the Future
L covtrpsitmn Insurance Risk

B. Providing guidance in advance is better than payout
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Thank You

cdic@cdic.gov.tw
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