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Taiwan’s Experience
in Promoting Pub,,

June 23, 2011

* Introduction of CDIC (Taiwan)
Objectives of PA programs
Target audience
Evaluation

Conclusion

‘OUtIine
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Introduction of CDIC

= Establishment in 1985 ||-

= Mandate

¢ Handle deposit insurance businesses
¢ Control insurance risk

¢ Deal with problem financial institutions

PayBox . Risk Minimizer

"
,,,,,,,,,,
[
1%
e

i R o L .

Objectives of PA Programs

* 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
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Target Audience

» Clearly define principal target audience

v 5
e S B R

B Major target: The Public

v'Natural and legal persons

v'Future depositors-students

24




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

Messages (cont.)

* Key messages

v'Coverage limit

* NT$ 3 million
(about US$100,000)

v'Coverage scope
v'CDIC signs

. ® CDIC covers insured. d'epostts of natural & legal persons botf in local and. foretgn currencies.
|____________ R A e o Gy sy et

25



MeSsages (cont.)

* Key messages

v'Corporate image
v'CDIC logo/emblem
v'CDIC mascot

AR |

Promotional Tools

M 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

Infornsllonal seraiar on Globa)
Benpes

RALIU LT TINELGE N 133 3¢ caixsnsery

RAVIPEH
iR

- [ 111} R o . o 10
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Promotional Tools (cont.)

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

" 14:25 CIEINELT REEETRELLD ‘
(media interview)

Promotional Tools (cont.)

3. Other tools
v’ Customer service: trilingual toll-free line, email and mail boxes
v Bilingual corporate website
v Fliers, pamphlets, brochures, annual reports & souvenirs

g
(trifingual toll free fine)
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Promotional Tools (cont)

* 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)

9‘6’3“89&]5’%

d B-BIARRFR

CeNFREE
\

PREIFDEMAT M
HCE CORPORATION

PSSUED B CENTRAL DEPOJT B

. 13
o iaei(SEekers e

Promotional Tools (cont)

* Use network of insured institutions-free channels
— Posters (for business units) .

— Scrolling banners (standard language provided by CDIC)

TEARIRIRIRESANGE
" #radiDaT

T Lssiie .o @ 2=revace

E100F i EFHIRBAIESSMEE30055T
DOEERBE NMIERW Eoxmemmmas
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The Public — Students

¢ 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 promotional channels accordingly
v Campus campaign

v’ Competition of deposit insurance poster/film

v Internet

oot

K

ocamrme 25em TEERIRIR TG

gmmwm&mmmr&

The Most Effective Tools in Taiwan

(Tools)

R R
T R RN T TR WA eR L v ) | o0 |0

i 9 12.10%
Friends and Relatives (e ’

Il 1 1 ! 1 1

0.00% 10.00% 20.00% 30.00% 40.00% 50.00% 60.00% 70.00% 80.00%

(% of source of deposit insurance information)

Source : 2010 public awareness on CDIC and deposit insurance survey 16
| A 12 AR SN - v R -

29



Toward Insured Institutions

® Key messages

v Benefit of promoting deposit insurance awareness

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, etc.)

® Promotional tools
¥ Issue letter notices (e.g. request submitting financial reports for monitoring
purpose)
v" Hold meetings and domestic/international seminars

—

" Toward the Financial Safety Net Participar‘lt's‘

* Key messages
e Win their supports on public awareness policies
* Deliver accurate and consistent messages to maximize
synergy
e Communication channel
v The specific task force among the FSN for the

transitioning
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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 inquiries

v’ Receive interviews with the media

Build up a long-term good relationship and serve &

trial balloons of public opinions

Evaluation

* Conduct regular and independent evaluation of
awareness level

* Most practical approach to know awareness level

— Understand result of a PA campaign

— Learn where/what to focus for further PA campaigns
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Public Awareness Level on DIS
in Taiwan of General Public

66.5%.
Al Level B
ook | 58.8% g 1603% ot

60.0%

50.0%
40.0%
30.0%

20.0%

10.0%

RN

0.0% ‘
" 2006 2007 2008 2009 2010 Year

Budget & Other Resources
e Budget prepared by CDIC and approved by the
Parliament
¢ About 5% of annual business expenses (about USS 1
M)
* Fully utilize free service channels sponsored or

provided by other government agencies or insured

institutions
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ConCIUSion

Thank You

cdic@cdic.gov.tw
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. Future perspectives
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Financial Safety Net & Its Liaison System

© FSC

(Competent
T . Authority) - T

Central Bank \/__l\ Ministry of
Finance
~ 1.Discuss major

banking system policies
2.Deal with individual problem banks
3.Handle systemic crises
4.Handle bank liquidity crises
5.Information sharing

//——\\ / 6.0ther issues ) \//“'“\\
Council of :
- Agriculture

Early Intervention

Ongoing Risk
Management

On-site
guidance
Off-site
guidance
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Risk Management &

Early Intervention

Entry of DIS — Mandatory Application

* Mandatory application, but subject to
CDIC’s on-site inspection and review
¢ If the applying financial institution doesn't
conform to the Membership Approval

Standard, the CDIC will urge it to make

improvements within certain timeframe.
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Ongoing Risk Management

\

--"'Geal-Time Internet Transmission SysterD

. I
Account Officer System

N

~
Risk Premium System

il

Financial Early-warning System (EWS)

greseesesnes » CAMEL system using statistical models

3» °+On-site examination data

«Off-site call report data

¢

on quarterly basis
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Real-time Internet Transmission System

® Financial institutions transmit major financial

data to the CDIC on a daily basis.

® CDIC can promptly dictate abnormities and

respond to warning signals.

Account Officer System

¢ 4 CDIC
EQ Account Officer

i . Closed Coordinatio
ﬁé! S _, q_g?% ................. cecssed>
sy, ey i ‘YJ 4 ./—;

.."'Closed Monitoring
IS
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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

|[]1:> Part of CDIC’s ongoing risk management mechanisms.

T Aacuracyof depoat aisessient bises
* " of electronic data files” Coh R

e Any event causing the termination of DI contract ' >

pursue civil liabilities for illegal acts or omissions
by employees of failed insured institutions

e Property information and information needed to >

» Set up the E-Data Files Verification IT System to assist
verifying data accuracy in inspections 12
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Exit of DIS — Warning & Termination

Ongoing Risk
Management

assistance, ) |
inspectio )‘

\ 4

14
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Bank Resolution Mechanism

= Resolved 57 problem institutions by Purchase
and Assumption (P&A) method since CDIC’s
establishment in 1985.

= First step for early banking resolution:

Conservatorship.

First Step of Bank Resolution -
Conservatorship

Standard for market withdrawal:
Banking Act Capital adequacy (BIS) ratio
amended in Dec. 2008: > If BIS ratio < 2%,

PCA mechanism the bank to be put under
conservatorship within 90 days

In case a bank:
*Is unable to pay its liabilities
Banking Act and could harm depositors'
interests; or
*Has losses exceeding 1/3 of
capital and bank cannot make
improvement within the
stipulated timeframe

Bank should also be

taken over

16
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CDIC’s Compliance with Core Principles

Taiwan’s early intervention &
bank resolution mechanism

compliant

Core Principles
for Effective Deposit Insurance Systems

Principle 15 — Early detection and timely intervention & resolution

17
i 1 — ’I - 1
Deposit transfer H P&A [ . Bridge‘b’ank; -| | Open bank assistance
1 <(systemic crisis) . (systemic crisis)
gridiy:l Entrusted || Recruit financial |_I_|
ank closure
bank consultant to draw Transfer of e
l makes disposition strategies Non- rans e.r 0 Conditions: .
payouton ™ transferof || domestic *Problem bank is
businesses, it -
Sunday: behalf of || Submit the strategic assetsand || = crltlo.::all‘y under
Print & mail || cDIC plan to FSC and get liabilities g capitalized and put
letter notices approval assets and under
to depositors, : » l some conservatorship
including | Open bid announcement L'; Recelvership l?:;“ei;zzfy «Bank failure will
payout I Due diligence by potential investors E trigger a systemic
amount G crisis
1 | Decide reserve price «Competent
l Open bid g BCnZICe authorities deem it
Monday: bani non-viable and shall
rDeiz(i)vs;tors | Sign P&A contract with winner I;; be closed
notices and I Settlement r/
can receive _; P&A [ 1
payout lLoans Oth
payment CDIC continues to deal with I l l ers
soon unsettlement items Deposits
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Purchase and Assumption (l)

» The only method adopted by CDIC in all the

past resolution cases.

» The most cost effective way in protecting
depositors and preserving critical banking

functions to minimize disruption of markets.

Purchase and Assumption (ll)

As of Dec. 2010

Credit Credit departments of
Year Banks Coop. farme.:rs" & fishermen's Methods
associations S
1999 1 Whole bank P&A
2001 7 29 Whole bank P&A
2002 1 7 Whole bank P&A
2004 1 1 Whole bank P&A
3 and Partial P&A
2005 1 1 ' Whole bank P&A
| and Partial P&A
2007 | 3 1 Whole bank P&A
) and Partial P&A
2008 3 Partial P&A and P&A with
‘ Ut back option
2010 1| Partial P&A
Subtotal | 9 10 38 '
Total 57
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Procedure of P&A Transactions

Financial consultants appraise the value of
the problem banks as reference

CDIC reviews the appraisal provided
by financial consultants and
then an Appraisal Subcommittee
__reviews the appraisal ] [5\

21

CDIC’s Compliance with Core Principles

Taiwan’s bank resolution process

¢compliant

Core Principles

for Effective Deposit Insurance Systems

Principle 16 — Effective resolution processes

22
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» Design of disposition plan &

* Employees’ rights and

* Fair appraisal

Key to Facilitate P&A

¢ Economic and Market

reserve price .
e ‘ Conditions
* Provide incentives

* Benign economic and financial

* Flexible and adaptable to
conditions would greatly increase the

market needs
success rate of P&A transactions

interest

¢ Coordinate with employees

é

* Appropriate procedure 23

Mechanism for Handling Systemic Crises

Deposit insurance mechanism is not to deal with a systemic
financial crisis
¢ But deposit insurance plays an important role in maintaining financial
stability.
Systemic crisis mechanism is stipulated in Deposit Insurance
Act in Taiwan:
¢ Legal basis of implementation of blanket guarantee under global
financial crisis in 2008.
Two resolution methods for handling systemic crises
¢ Open bank assistance

¢ Bridge bank

If fund is insufficient, CDIC may collect special premiums ,,
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 Future Perspectives

' "'deallng wrth falllng fmanCIaI mstltutlons

ol E data Flle Verlflcatlon IT system

ayout ITsystem
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