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Presentation Outline

§ Introduction of CDIC
§ Transition measures

§ Future perspectives
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Financial Safety Net & Its Liaison System™ "

FSC
(Competent
Authority)
/_\ o
Central Bank Ministry of
Finance

1.Discuss banking

supervisory policies
2.Deal with problem banks
3.Handle systemic crises
4.Handle bank liquidity problems

5.Information sharing

N 6.0ther issues \ /@

Council of
Agriculture CDIC
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IntrOdUCt|On Of CDIC SIMPANAN

§ Establishmentin 1985 “-

§ Mandate

« Handle deposit insurance businesses
« Control insurance risk

» Deal with problem financial institutions

Pay Box Risk Minimizer
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1. Membership

Voluntary participation (Sept. 1985 — Jan. 1999)

Compulsory system (Since Jan. 1999)

\ 4

Mandatory application (since Jan. 2007)

but subject to CDIC’s approval
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B Number of insured institutions™ s

(As at March 31, 2011)

Competent : N No. of
Authority Types of insured Iinstitutions

Financial Domestic banks 37 3,285
sSupervisory | ocal branches of foreign 27 132
Commission

banks
Credit cooperatives 26 261
Post Co. 1 1,321

Council of Credit dept. of farmers’ 276 810

Agriculture  associations
Credit dept. of fishermen’s 25 42

associations
Total 392 5,851
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m 2. Limit and Scope of Coverage SIMPANAN
NT$ 0.7 million (US$23,300, September 1985)

NT$ 1 million (US$33,300, August 1987)

Temporary blanket guarantee on the deposits in unsound Financial
institutions (July 2001- July 2005)-Era of Financial Restructuring Fund

Resume to NT$ 1 million (July 2005)
NT$ 1.5 million (US$50,000, July 2007)

In response to financial tsunami by providing temporary full coverage
(October 7, 2008 ~ December 31, 2010)

NT$ 3 million (US$100,000, January 2011)
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Insured & Uninsured Deposits

---------------------------------
]
L4
L4
.
L4
o

~..  NT$ 1.5 million NTS$ 3 million
Coverage amount .= ahout US$50,000) 4 (about US$100,000)

.*
P
.
--------------------------------

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 credit cooperatives, and farmers’ and
be deposited in certain fishermen's associations with credit
financial institutions Cehahnens - : : :
: 6. Other deposits which the Financial Supervisory
5. Other deposits approved as Commission has approved as non-insurable
insurable by the Financial (eg structured deposits)
Supervisory Commission 7. Deposits exceeding the per-institution

maximum insurance coverage established for
each depositor

e CDIC covers insured deposits of natural & legal persons both in local and foreign currencies.
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3. Funding Sources

Assessment Income
Capita| - Semiannual Assessment

- Sﬁecial Assessment

Bank
Business tax revenues Investment Income

from Fls after 2011

Emergency liquidity needs: CB & other Fls



http://www.pdffactory.com
http://www.pdffactory.com

Deposit Insurance Funds

DI Fund target ratio: 2%

Two Separate Deposit
Insurance Funds

ADIF

for Agricultural
Financial Sector

Current ratio: In Deficit Current ratio: 2.3%
Sren e (including public fund injection)
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Ongoing Risk Management
W\ N AMIN
SIMPANAN

4. Risk Premium System

§ Adoption of risk premium system since 1999

§ The new modified system has been implemented from Jan.
2011: Increase premium rates and spreads

Type of financia RISERERES Flat rate*
Institutions Rate*

0.05%, 0.06% 0.08%,

Banks 0.11% 0.15%
0.005%
Credit Cooperatives 0.04%, 0.05% 0.07%,
0.10% 0.14%
Credit Dept. of Farmers’ and 0.02%, 0.03% 0.04%, 0.0025%
Fishermen’s Associations 0.05% 0.06% '
* Risk-based rates of covered deposits: 9 groups /5 levels =

** Flat rate of eligible deposits in excess of coverage limit
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5. Risk Management Mechanisms™

§ Financial Early-warning System: on a quarterly basis
§ Real-time Internet Transmission System: on a daily
basis

§ Account Officer System: on a case-by-case basis

12
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6. Early Intervention and Bank Resolution

-d;'.'
o
—_—

Ongoing Risk Management

Conservatorship

On-site
guidance

|
Y

Self-
assistance

Off-site
guidance

On-site
Inspection

13
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/.Exit of DIS — Warning & Termination
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8. Special Inspection and Investigation

Accuracy of deposit assessment base and content
of electronic data files

Any event causing the termination of DI contract

Assets and liabilities of insured institutions prior
to the fulfillment of insurance responsibilities

Property information and information needed to
pursue civil liabilities for illegal acts or omissions
by employees of failed insured institutions

« Set up the E-Data Files Verification IT System to assist verifying
data accuracy in inspections

15
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9. Mechanism for Handling Systemic Crisis

« CDIC can reimburse the depositors above the
coverage limit, if CDIC obtains consent of the
FSC in consultation with CB and with approval of
the Executive Yuan

« CDIC’s handling a systemic financial crisis
causes the DI fund insufficient, CDIC can collect
a special premium from the insured institutions.

16
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Transition Measures

Period within the Establishment of Financial

Restructuring Fund
The Global Financial Crisis in 2008
Implementation Results

Key Measures for a Smooth Transition

17
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1. Establishment of o PENJAMIN
Financial Restructuring Fund

« FRFin 2001: NT$ 250 billion (US$ 8.6 billion)

— Four-year blanket guarantee provided

— 56 problem financial institutions withdrawn from the

market through P&A method

— Achieving sound financial condition (at the end of 2007) :

« Average non-performing loan ratio: 1.84%
« BISratio: 11.6%
« Liquidity reserve ratio: 19%

« Coverage ratio: 65%
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2.The Global Financial Crisis in 2008™"

Due to instability in international financial markets
& over reporting by the local media

......................................................................................................................................................................................................

......................................................................................................................................................................................................

.......................................................................................................................................................................................................
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3. Implementation Results

eLiquidity pressure relieved

eHuge outflow of deposits from private

banks decreased

e|nter-bank call-loan market returned to

normal

20
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Timeline for Transition

...........................
....

Transition

plan

.
.............................

..........................................................................................................................
-------
o .

*Return to the limited coverage as scheduleé
(January 1, 2011) :
*Adopt fast approach with

expansion of coverage limit and scope

.
. .
. -
..............................................................................................................................

21
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4. Key Measures for a Smooth Transition

Increase the maximum coverage

Continue to strengthen risk management

Improvement of deposit insurance fund status

Conduct an extensive public awareness campaign

22
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Increase Coverage Limit & Scope™™

NT$ 3 million

(about US$100,000)

D eeeeerereeeer e erer s e rananne NT$ 1.5 million

(about US$50,000)

e Include foreign currency deposits into scope of coverage

23


http://www.pdffactory.com
http://www.pdffactory.com

A
Strengthen Risk & Liquidity Management™

8Continue to strengthen risk management

S8Enhance liquidity management:

Some Fls are required to submit a contingency
: plan for liquidity risk to CDIC when:

transition e|nappropriate deposit structure :
: . i eMaturity mismatch between assets & liabilities :
: ePoor funding capacity

For making

. smooth

Sececcccccscossssssscccsosssns
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Improve Deposit Insurance Fund Status

§ Collect bank business tax revenue to inject

the deposit insurance fund from 2011

§ Raise the premium rates starting 2011

25
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Conduct an Extensive Awareness Campaign

“Insured™

Institutions

N

The

Publ"

Target

_ Safety Net
Audience Participants
Media

_

26
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Toward the Public: Messages

* Disseminating strategies

UManage the public expectation by providing
positive news

UProvide 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

27
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Toward the Public: Messages (conty"™"

« Key messages
UCoverage limit

uCoverage scope

UCDIC signs

(A}

ﬁﬂlﬁﬁ'ﬁﬁﬁﬁﬂmﬁ
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Toward the Public: Promotional Tools

N Choosing different tools based on different
target groups and geographic areas

1.Multi-media

aTV, cinema, radio, newspapers, magazines,
cell phone text messages, and Internet
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(Internet)
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Toward the Public: Promotional Tools (ont)

2.Apply Integrating Communication Marketing
strategies: Intensive exposure through various
channels at the same time

—— ]

R EDE RN e

19-23
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Toward the Public: Promotional Tools (ont)

3. Other tools

U Customer service: trilingual toll-free line, email and maill
boxes

U Bilingual corporate website
U Fliers, pamphlets, brochures, annual reports & souvenirs
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(corporate website)

(trilingual toll free ling)


http://www.pdffactory.com
http://www.pdffactory.com

‘ LEMBAGA
PENJAMIN

SIMPANAN

Toward the Public: Promotional Tools (cont)

e Use networks of insured institutions-free channels

— Deposit insurance signs

» A large 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)

— Scrolling banners (standard language provided by CDIC)

— Posters (for business units)
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* Key messages
UBenefit of promoting deposit insurance awareness

ULatest deposit insurance policies (e.g. revising
premium rates)

* Promotional tools
Ulssue letter notices

UHold meetings and domestic/international
seminars
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Toward Financial Safety Net Participants

« Key messages
« Win their supports on public awareness policies

« Deliver accurate and consistent messages to
maximize synergy

« Communication channel

U The specific task force among the FSN for the
transitioning

34
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Toward the Media

 Promoting Strategies

U Actively release the press communique referring the
DIS reqgularly and promptly respond to media’s
Inquiries

U Recelve interviews with the media

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

-

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

/

35
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Future Perspectives

§ Reinforcing risk management

§ Strengthening resolution mechanism for

dealing with failing financial institutions

§ Enhancing public awareness level on DIS

==

(%
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Terima Kasih !

cdic@cdic.gov.tw
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