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— » 2R AGEEN SIS EE IR BRI 2R
H A &R EFEER L EZR & Mr. Masamichi Kono

(—)ERIREZ RGBSR R 2 U

H 2008 fEEBRGRIGIHERTE - RIT R AAREE(Too Big to Fail, TBTF)fH]
RE o [ 1k Eh SR N Ry B 450 B B < @l B A% (Systemically Important  Financial
Institutions, SIFIs)EIPAEFH BIFEHERAE - T REIREA TR A E
B 0 G20 HMNAE S ER AN - REIEESR N RSB ELZE G

(Financial Stability Board, FSB) 1 T/t 7 1 il e H el [ P 24 P (B (A A

g

FSB AH 88 4 HIl 2 bt 58 26 LA i SIFIs 2 $8 25 R US AE 7 (Loss  Absorbency
Capability, LAC) ~ 58{L:RlEEE ~ SR HA Fr Z IR BRI LU SIFIs 802 faf%
Sl EIPART RS R Tl - HrP iR ESE I 2011 4F 11 HE#AmlEH G-20 Bz IL[E
o] 2 Rl SR PR O B 2 (Key Attributes of Effective Resolution
Regimes for Financial Institutions, f&f# Key Attributes) | B[RRI » EE A X EH
A 1R < R e BRI AE 2 (35 - Key Attributes 5145 12 JHHZE - £
CRY=ER SRR

1B BB E R B E M it B R B - T A eI LU R
I ABR AR A T SRR - BB EEE R s E A E T A (bail-in) -
F TR e A R R~ SRS OR O A R IR ORI B 2 (R R AR 2
PiRIRG 2 185K -

2. BOR S B HE LT S BR A 0 B B M < R (G-SIFIs) Z i B A1) 171 B 05 73 A
(resolvability assessment) -~ Z] 7€ G-SIFls 1§ J& B % ¥ 5 2 (recovery and
resolution plan) bl R, 87 2 Bt 4 il 3 5 14 8 2 5 18 1 608 5 25 1 3
(Institution-specific cross-border cooperation agreements) » DLT&E{R G-SIFls
B B TR AT e A M a il v (b (ERAE -
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3. TR ER A A E EESRTT(Globally Systemic Important Banks, G-SIBs) J5ia] * &
JibT & At il (additional loss absorbency capacity) » 7F BASEL Il f (R EARZE
KIS 1%~3.5% R IHRARTE AR 115 2016 4 1 ARHRES Bl -
f? 2019 £F 1 H5Ep AR -

G-SIB | ZRIMEK
S| R o-sI8
5 3.5% (L)
4 2.5% DEE 2 721 (HSBC) ~ JEEAR A (JP Morgan Chase)
3 2.0% EE5e A< R T(Barclays) ~ JABIERSRTT(BNP Paribas) ~ 4
JE£EH (Citigroup) ~ [E = E$R{T(Deutsche Bank)
2 1.5% ZE[H$R1T(Bank of America) ~ ¥g1{E &£ E(Credit

Suisse) * =/ £ H (Goldman Sachs) ~ =Z H & RIEH
(Mitsubishi UFJ FG) ~ FEFR-/}#l|(Morgan Stanley)

1 1.0% 1 [ef] & ZE 2R 1 T (Agricultural Bank of China) ~ HHE{#RTT
(Bank of China) ~ 40495 [#ER1T(Bank of New York
Mellon) ~ F1ER ZEE35%$R 1 T(China Construction Bank) ~ JA[EK]
EE(E EHR1T(Group Crédit Agricole) ~ j£[X BPCE $51T
£2[#|(Groupe BPCE) ~ H B T p5$R{T (Industrial and
Commercial Bank of China Limited) ~ faf 5[ [ 2 E] (ING
Bank) ~ FrifE <Ml E (Mizuho FG) ~ JLERHEEHRTT
(Nordea) ~ ##F% &2 57 #1782 E|(Royal Bank of
Scotland) ~ Z=IH{EFR{T(Santander) ~ JABYELESRT T
(Société Générale) ~ JEFTEIFEpGESR{T(Standard
Chartered) ~ 7B & $f{7(State Street) - = H{(F K ERIEE
(Sumitomo Mitsui FG) ~ Fit-#R{T(UBS) ~ #¥3(S#R1T
(Unicredit Group) ~ Z[E$E{T(Wells Fargo)

15T - FEYMBAR Y IR 5w os S m e e E E LR
2.5RI3E ¢ FSB, November 2015



55 FSB MR 2 ZE R SR 1 TES HH 2% &5 & (Basel Committee on Banking Supervision,
BCBS)Jit 2011 4 11 HEHATHY | R BR A48 BRI T34t U505 SR MB R U AE
77 213K (Global Systemic Important Bank: Assessment Methodology and the
Additional Loss Absorbency Requirement) | 45 drpfcit > 508 2Bk 24 EE 5k
HRAT(G-SIBs) 2 J7iAdm RABHE » NFAE 11 HE8Amaf G-SIBs S4B « 32 U7 A mbRTE
TR &% (Indicator-based Measurement Approach) - #ir & 51557 B DAES E FE 7%
Jf BJj (Cross-jurisdiction  Activity) ~ #7 5 (Size) ~ Bl H th <& mll % % = B Bk 14
(Interconnectedness) ~ < il fAlx 15 22 7 &5 X 1 (Substitutability) 5z 3£ %5 18 5 /&
(Complexity)<5 5 fdiJE\fa oA - A ERERR > EHE NHIE 173 AL 2 215
E(FHEEE T R) » SSRGS AST E &SR T RS » MDA R A i

ftfr 2551 -

JE\b s SRS B HEHER TEREE
PEEZEFS 55(20%) | E5ER 2 (S (Cross-jurisdictional Claims) 10%
PE[ER 7 {&75(Cross-jurisdictional Liabilities) 10%
HifH(20%) st & Basel Il E A EEARLLG] 2 BRI dEEH 20%

(Total Exposures As Defined For Use In the

Basel Ill Leverage Ratio)

HAHAW S RhiRs > | fEeFhE2E 2 &7 (Intra-financial System 6.67%
el (20%) Assets)
¥ 4Bl [E])2 2~ & (& (Intra-financial System 6.67%
Liabilities)
$R{TE1T 2 A {8555 (Securities Outstanding) 6.67%
BRI 2 T | IRE IR 2 B E Y%A (Assets Under Custody) 6.67%
:(20%) FEESUT RGBT REEE R Z ST IR 6.67%
(Payment Activity)
(B2 KB A T 5K §F 8 (Underwritten 6.67%
Transaction In Debt And Equity Market)
SERSAEREE(20%) | JEE ST A MR A H £ EH(Notional 6.67%

Amount Of Over-the-counter Derivatives)

1. RIAEHA 2013 4 7 HIEET » Available at: http://www.bis.org/publ/bcbs255.pdf
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F B8Rl T H 2 #7& (Level 3 Assets) 6.67%
5 H K A (B 27484 (Trading 6.67%

And Available-for-sale Securities)

(Z) A AHIE SRbEA Fr R B

T HE 77 R 4 A S R PR S R R I 11 FSB < R A s BRI O B 2R
ZHE > AR AE 2013 £ 6 AESTIFEiRRE - HIE " AFrEiE
Rl & B E LI IR BRI SR E T . (Measures for Orderly Resolution of
Assets and Liabilities of Financial Institutions for the Purpose of Ensuring Financial
System Stability ) | » FHBEE L] 2014 4F 3 H AR - a4 fH Hi I E S IHIRE SRy &
e SR ~ BB SOE PR SR SR - B

1.HH<RlfE A EZ & (Financial Crisis Response Council ) 58 E £71 THE i 0 2
M- ZERHENE (EF)  NEERBRE ~ MHARE - SRBEEE& LR TT
2 ARTEFE T R B RG RE o B L B R RS ~ SRR AT SR A
EIRRAEE P&ttt 7T S
3.5RT ZFE i -
(WFESRIEREEENEREES Fifr R Esdettnantt: -
Q)M RS EREEES  FrHlEE - DIC) AR M SRt A
- A E T BRI T IR S i B S -

(SRS R " SRSEARR ISR O ER | ZER

{35 FSB AT H N & BRI R HEHIETTHYE s T Ed: " Thematic
Review on Resolution Regimes | f ] E ' xRS AU B HIZ O B R e S
Jii%(Assessment Methodology) ; FT{EHYSEIHIEA(Pilot Test) fha3R - AIELFUETE
BRI OB R 2 EHE > EIE AR LU AE 7T (Total Loss-Absorbency

Capacity > TLAC) Kz R B B 771451 (Resolvability Assessment Process > RAP).Z #i# -
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Fr st S Bl SRR HE R ~ R & 4 2 i (funding in resolution) ~ K2 fifE(+
PR P RUER SR - [ERSE PR AR RSB T 2 - (5 EASLUIEA
170 SRR R 8 M OR b X B (G-Slls) Kz <& @il 117 355 A B 35t (Financial
Market Infrastructure, FMI) 2 5 FFiR5pa FE %] - TRRERRAR & -

Frreg a2 UL BE 77 (Total Loss-Absorbency Capacity, TLAC)#EHI|{4 2013 4F G-20
EEIAS-ER(St. Petersburg) 58 8 7% [ S el i 5 <2 Rl B XE 2o B 7 (FSB) B [l A AT 4R
HIEMEEIE > 7Y 2014 FFRATIRH ZBIFFELER] - #ELIEDR G-SIFIs [EFNEEE
ARFRIN > ENENIHRR I IEETT - 2] G-SIFI FEEIRA ~ BEACREARRRS -
B e & S LB A FyIAE G-20 HK  FSB & BN FE B g1 THq H 22 5 &7 (BCBS)
HEEE - HE—ERAILCSE 2013 59 F FSB #4744 &R AR Z AR
S E 2 (Progress and Next Steps Toward “Ending Too Big To Fail”) | HHHH/ 2
2 > JRBI G-SIFIs [E B R SiiB A RIS BIE AR ) » (FEAEEREIFANT -
PRI FE R R R e B T A& & - (R G-SIFIs EEZEARGINAE R FEr T~ - %

HUA Fri BEFE T - [ BRSSP 2R EmidE 22 -

fich FSB 7 2015 4F 11 F 9 F 35 2 B ks 2l A » FL 2015 424K FSB
FOE Ry EER Bt B SR 1 T(G-SIBs) & $ S TLAC EFRAEAE - H i s
BRI S B DY 2019 45 1 F 1 FIFIZEAC TLAC Ml LA B i Bt
EEE(RWA)Z 16% K Basel |1l FEFREL(TLAC Leverage Ratio Exposure, LRE) 6% ;
2022 £ 1 H 1 EHEE—HHEE T 18%F Basel I FERELR 6.75% - HASHAH
H17#5.> G-SIBs® » HLEFHilF L8 oy IR R 2025 45 1 H 1 H(16%) & 2028

1A 1H(18%) -

TR S R R B 15 L R 90 R % -
VN PRI e B T B R (e 1 R B 0 e P L 2

0 B T RE5R1T (Industrial and Commercial Bank of China)&s o

*#RE TLAC FYFHREHZ: > FSB » 2015 4F 11 H 9 HIF=0#:45 TLAC J5HI] T Principles on
Loss-absorbing and Recapitalisation Capacity of G-SIBs in Resolution | » #t5 0] FSB E4E T
#\ > http://www.financialstabilityboard.org °
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FRHETE ) o #0007 FSB BUREE Ky RIEEIRY I Z SRR IRUAE I(TLAC) »
AT ZRENMEARAAEATEER - FSB TUIY 2015 R MAl s - FEE R
o TR 2016 SESERARRAAERI Z Bk - Dl iEiian s REE e el > 40
ARGEH B EIREE - DS{T G-SIBs (Z5tE Bl ikl -

(PR orbptiil 2 EE A

Mr. Masamichi Kono fz{& 77 » 2008 SE&BRERIGIIFE 1L - Fakprbztst]
FRME 0 B R et A R EOR RN ZE e Z BN - A 5 mlin - i Prbs ] 2 5%
& TN 2 BB G ALK B BIE S ar A A P22 52 » R EERORR B0
HERSRITIE 02 > 4EsE SR E i) 2 EE A TR [E] © Mr. Kono EEERAE S5 BT
ORI HE - Bl Rl A ae A REHERR E SRR - R IRbisHE
AP AR A 2SI 0 22 AH R B SR It N R R R LA BRITBRIEE
PHILIERE B T - [ - BRI ARA S E R R TR K 20 A
T BRREIR - 1E H AR R R - SRR Bt Sr R T SRS
Bl 2 & fF - B RS A R

= 2REREHM— KRBT S BRI DR
BRI RER A TR Mr. ). P. Sabourin

(—) 2RISR R 2 [H]8H

IR ERIERREL S FEE mET 2 m M EIZ AN iR B H B AT
AIMCE - B DARTAT AR A Y BRI DBk L e > 400 o3 o S SR1 T PR AR 11l B R IE&RHY
BALRRRBCR B Ra ARBIACRE » MBI E 2 H i A AREUR » — =2
KRG ERBEER TE  HARE & E AR TR BRI R R RS - 55—
JTHD EER RGN e B E BT S R R N R E Rl Z A
HR oy Ak Orbg b A IR T NEES - LU A > WS AR P e F IR A E)5E - IS - 17
X PREE B R TR A B PR ARG S - A3 S s prER R E B2 E
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B3R ~ MBS REEHE] > SRR AR (5 o IERER SR ATE T
EE BGEE GIEH SRR/ kS 520 SRS R T - A et g3t
(% 2 AT 3 2 hAE B A -

3. B A TFERIUE

BRI Y A B Sy & B BOR A R Bl — Y EE B - =
R GBI - HARE S BN o IR EEREREHIEE - 5
TTEIS PRIV RARTH) > AEFLEIEN M HIEEHL - AR SR o S EIE
i B AR DRI P e R 5 - AR BRI B A 28 M B I B PN e B T 9 R P g
T > RARFHEENES B & (F A R i LA - Aol St R e B A R sl (el OBk
fis 2 %@ itk (multi-lateral agreements) - EHNM R RIE IS FS B & (F L
SR T] > MESDATAMR S SUA R R g P 58 SO B ORI S e B R e TR
R JREEE E B E R B B S TR AEREENE,  ERV SRS IR B ek
(supervisory colleges) » H[E]REAN{T BB AL - BHE EIRAGEE S
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BT P R ORIEE ) Rt E BB R AR # S - R = fAEH — 2
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(S)EREMFEENEEI IR B R ERREE

Mr. J.P. Sabourin {5t - BEEEIFRE 5B R s Rl = e DIRAI 75K
PRI TR ERR FE RS TR RS I - BB I S B R I SR B A s T AT
HRAT B RS BRE > SofEfR A IIRe B IE KR el P E 2 A > fII5REIR
GRS ERAERH FEREE - AREE R ZS > R b hIIE B EE S5 1 - (A5 Bl
SRR PGP - A REfE IR R F A S8 - FERRE R » fF3kPR
PRt I E R > FRECCE SIS - AR 2k - MHE (SRR B
T2 > DU FHERCRBIGEE  So— 5 - Ak Irbs s e B0 = FERURLM: - BER
Ao e irba S LA THAEE > DU PREL - IEAN > ARE TS B E S s
RERGRERIF R ORIt - I T A HIBRAEEARE ) » (W Fak PR i B e
BRETCIRRE SR T Hopm B AR R T E > [ HCRE KRR e B A
il o PR ARpR T Rl A BLE R -

> RERKERNESREE  BALETtERaFE SR - Ll
BRI NSRBI R A2 A S A EIR et R e S e &I
IRIRATERS RS - SRR (TR SR SR E R S (FAERE (SRR » M J.P.
Sabourin $iiEE5 [ X - AR b E R PRbg RIS IR & F A EE m iR
tH 2GR - BUFE

® |ADI oo K& ZE & & (Asia Pacific Regional Committee, APRC)&r = B fELE B &
7 0 A 1ADI (BTl H % (strategic priorities) - fill i S5 &5 S ACHI I Y TRl

5185 (Strategic Plan) » MGHEE 1T /5 7 DARE A IR A ERCR

® APRC 5% ILHUERTT/ NG » SR E S - B TAEREB ST E BURH S
(policy papers) ; I a6 155 B e e/ N6 112 3 L e B SR PRI 2 (- P
bratdents > m] L[EI4H R /N4 (technical committee) » 5f Bail-in -~ TLAC 2
HI SR RO TIR I § S e a8 B Al (5 & 2 Ak Orb i Tl (e i 5
UG Z ORI R CE B R R A (R S [ T B - H Bl N AT BT
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® APRC 1SEARRHGI R - LN A - RS A e < A
iy 55 2R AN BRAEENERE  INEaEmT e EE TR
L B ESE N ST AT B I e R B EE K O R
PRbEHIRERIER > 5R(EARRRR I ELLIAE -

1]

» BEERRELRARE SRl MR
SEBTAFRATEERELR

FRFRA A ESEREERRREEZRIECERGHRET W RS T
G H A R A R HEER M Mikuniva e EEICHOZHRER G - (2E
2 BN R B S R B SR Rl [ S B RS L e I — 5 iR A AN
] pr ER [ N EE A BR Rl e i 2 40 > I F LR Ak Db i L B - RS 2 T RETHTER
P R > ARV E S AR o AR S BUR A HE sk P
iy il

(—)EREFIEHESHRRRE
HEREFEREL > HAreREOR EHERERN R > B

o PEIRFEEAEN RAMTAL « ST G A & B UM 2 BREUR K
RER - FHEER PEIRFELE B RARAATAN » P EIRRER S LR ArEEY
HrE R&(New Normal) » ARAREFE £ EREOR e ERFAMKREFR K ~ HLag e 237
Hr - JE (new mediocre) ©

* SNEMSSEEREREET) © 52TH 2015 FHILFFEETR - HEH A2 (E
SEEVENAHEI (E - RS 32 BINETIGE R A 1= -

o EEFRECRESHEZ T EM © SEWEER 2015 F 12 AR
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0.25% » e R AER Ho A F B A ST » 0 EIACHS 2016 4F7E F 4R
EORISELEE ~ BRI TRE IR SRR -

o CHERSE NE - AR RO R EAMINE - EECHEREEE - T
S B A R A R BB R S B 2 & -

© REEMSEHBEIZ : RN ENRE TS E LR L E IR - E5 Rk

EEHHN 2R R RIRE - EARIVEERE -

BEAh - EERER TR SR - R ERORISE BT iRk - SRR R
BRI R EE A TS - 2B ERR  ERSEIFFE A
RERIUIRFE > BUNZAE N AHBE IR G 28 - RIECR SR > JTRERIAE BB HIROR AL
& o WIFIATAL - H AT EEREOR R AT 2 E RN Z - BE TR R
(%

(Z)EEM SRl E R
HEERFORN BE 20 FSEBRER BRI GEE T REARESE

RifEt% > BRE 1997 FoiERlER K 2008 FEIKERER - \FRET > &
RIS R R HMTECHUE L SR E A SR R B > &
AR 2R S SR e~ G L - IR EHE > At EE
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Past Lessons & Future Challenges

- The Financial Safety-Net
Must Always be Ready

Hsien-Nung Kuei, Chairman
Central Deposit Insurance Corporation
February 18, 2016
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Economic
Slowdown in
China

What a Mess!

FOREX Volatility

Falling Oil Prices

Upswing U.S.
Interest Rate




Slower Economic Growth in China

* China’s economic slowdown as “New Normal” looming

Unit: %
Jurisdiction
2014 2015 2016 2014 2015 2016

Global 2.6 2.4(2.8) 2.9(3.3) 3.4 3.1(3.1) 3.4(3.6)
High income 1.7 1.6 (1.9) 2.1(2.3) 1.8 1.9 (2.0) 2.1(2.2)
U.S.A. 2.4 2.5 (2.7) 2.7 (2.8) 2.4 2.5 (2.6) 2.6 (2.8)
Euro Areas 0.9 1.5 (1.5) 1.7 (1.8) 0.9 1.5 (1.5) 1.7 (1.6)
Japan -0.1 0.8 (1.1) 1.3(1.7) 0.0 0.6 (0.6) 1.0(1.0)
Developing 4.9 4.3 (4.7) 4.8 (5.4) 4.6 4.0 (4.0) 4.3 (4.5)

China 7.3 6.9 (7.1) 6.7 (7.0) 7.3 6.9 (6.8) 6.3 (6.3)

| . Source: 1. World Bank, Global Economic Prospects, January 2016.
l, g 2. IMF, World Economic Outlook, January 2016.




High Forex Volatility

* Strong US Dollar since the beginning 2015

100.51
US Dollar Index
9819
9187
a7.55
23.23
T8.91
201403 201406 201408 201412 201503 201506 201508
Note: US Dollar Index is a weighted geometric mean of the dollar's value relative to six select currencies: é ro (EUR), 57.6%. \
weight; Japanese yen (JPY) 13.6% weight; Pound sterling (GBP), 11.9% we{gh{ Canadﬁan dollar (CAD), ? 1% ‘we‘ght

Swedish krona (SEK), 4.2% weight; and Swiss franc (CHF) 3ﬁﬁ% vnﬁq ht.
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High Forex Volatility (contq)

* Games on currency depreciation cause financial instability

4.97
5 4.38
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Y '59‘447506

-31.87

Czs 6‘. \Q & QQS \)Q~ @Q 9(90 «\2\ ~§§ 00 QQ~ (y.o é\' o@ QSJ\Q @Q}' l
Note: % of appreciation (+) and depreciation (- )of each currency tyde inrela bn to SD etween 1/1/2015
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Unconformity of Interest Rate Policies

* US increased interest rate for 25 b.p. in Dec. 2015, first rise since

December 2008

Central Bank Interest Rate in Industrial Countries

6
¥ 2008 Global Financial Crisis
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: 2015/12/16
2 ' FED Interest

Rate Rise
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Continuous Fall of Qil Prices

 Qil Prices stay low and keep falling, caused by oversupply, strong US

dollar and comprehensive agreement on Iranian nuclear program

Unit: USD/Barrel

w— Brent 0 ceeee 7D3B = WTI

105 £

6/19
88 1311506
71 -
54 1 \Pwed 11/30
= | $44 61
37 - 1/13
2
20 '

2014/6/1  2014/8/1 2014/10/1 2014/12/1 2015/2/1 2015/4/1 2015/6/1 2015/8/1 2015/10/1

Source: Commodity Information Portal (http:// www.info-cip.com/)




High Connectedness & Volatility
of Stock Markets

*Worldwide Stock Market Corrections - capital movements bring negative impact
on financial environments

Note: % of change of stock exchange index, between 1/1/2lﬂ15 to 8)/24/ﬁ015 J‘ il - | :}_0 kIHi
Source: http://new.xq.com.tw/ l 5 ?5"‘ H m p L



So ... Watch!

Economic expansion cannot continue forever,
merely fueled by cheap money and central
bank support

Compounded by slower China growth, falling
commodity prices, stock market decline and
emerging market recession

It might be the case that the financial industry
is on the verge of another crisis
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Outlines

Past Lessons

e 1997 Asian financial crisis
e 2008 Global financial crisis
e Summary of lessons learned

Future Challenges

e What if post crisis reform measures do not work?
e What if unprecedented events occur?
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Past Lessons

- 1997 Asian Financial Crisis
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1997 Asian Financial Crisis

Triggered in Thailand

Spread to other Southeast Asian countries

Contagion to Northeast Asian countries

Global financial meltdown
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Impact on Taiwan

Taiwan weathered Asian financial crisis

e Why?
e Current account surplus
e High foreign exchange reserves
e Low foreign debt

e However...

U

== Unemployment problems emerged sharply due to
D deteriorated export of local industries

| |
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Measures Adopted in Taiwan

MOF e An interagency task force established
. _ e Repayment periods of loans extended
(Flnan.C|a| * Interest rates of loans reduced
supervisory e NPLs categorization requirement relaxed
authority then) e Loan loss provisions requirement eased

e Discount rates lowered
e Foreign exchange rates timely adjusted

mm Central Bank

-



Enhancement of DIS

e Compulsory membership legally A
required

e Risk-based premium system formally
adopted y

~

e Mandatory membership application
required for CDIC approval

in 2007 e D| fund target ratio legally required at
2% of covered deposits

e CDIC inspection power legally delegated/

I3
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Financial Restructuring Fund (FRF)

Applicable
Criteria

FRF Executive Committee (9 - 13 members)

N

Appraisal Subcommittee

eNegative net worth

e|Insolvent

eSignificant deterioration in business or
financial status, unable to continue operation




) Achievements of FRF

g Total resolution cost was relatively low as 1.7% of GDP —

56 problem institutions exited smoothly from the market

|- Over 5 million depositors’ rights & interests were protected

|- Over 67% employees of failed institutions were rehired —
|' A systemic banking crisis was successfully resolved o

! |||{ ““\ |||| Hu ]1 Hn |“| ‘ W “H9 ‘llH‘




Past Lessons
- 2008 Global Financial Crisis
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2008 Global Financial Crisis

Bankers lost track of financial risks —|

Regulators tolerated ridiculous behaviors

Macroeconomic backdrop then fostered
complacency and risk-taking
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Impact on Taiwan

Taiwan successfully weathered the global

financial crisis again

e Why?
e Financial market was relatively sound after FRF

* Timely government response to the crisis

m ||||\ \,_nn ll“ 1 H" »'n' \ A, llﬁz HHM




Measures adopted in Taiwan

N
Blanket deposit guarantee mechanism
implemented

J
A special additional premium on interbank call
loans charged

N
Public awareness promotion launched to
maintain public confidence

Y

| |

I

it !!l!‘ |||| H“ ” L P I, "'“L




Implementation Results

s Liquidity risks dissolved —

Huge outflow of deposits from private banks
decreased

Financial market stabilization reached without
public fund injection
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DIS Enhancement Measures for Smooth
Exit of Blanket Guarantee

{ Coverage limit doubled to NTS 3 million }

{ Risk-based premium rates adjusted two times higher }

{ Scope of coverage expanded }7




Other Measures for Smooth Exit of
Blanket Guarantee

0
An interagency task force formed

e Enhance banking supervisory activities
e Boost cooperation between different agencies
e Promote public awareness

A liquidity stress test conducted

e|dentify emergency liquidity needs among banks
e|mprove banks’ liquidity management

Cross border cooperation undertaken

e Coordinate the tripartite working group of Hong Kong,
Malaysia and Singapore




Summary of Lessons Learned

®
Role of deposit insurers was pivotal to maintain depositor

confidence in the financial system

Ensure depositor confidence before making policy
decisions

Deposit insurers should have the responsibility to give
early warning

A special fund may be prepared by the government and
entrust the deposit insurer to timely deal with current
problem banks in a limited transition period
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Summary of Lessons Learned (con't)
¢

* Blanket deposit guarantee may be a temporary alternative but
must be very delicate to design transition steps returning to
limited coverage DIS

* Normal deposit insurance system must be back in place once
the transition period ends

 Mandates and powers of a deposit insurer must be clearly
specified in legislation before encountering any financial crisis

* International cooperation and enhancement of the deposit
insurance systems are effective ways in international crisis

management
l 'r ‘ J l Il
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Future Challenges
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Future Challenges

What if post-crisis reform
measurpes do not work?

-e.g. RRP, TLAC, Bail in

What if unprecedented events
occur?

- @.8. vital cyber security disruption
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IFl’s Resolution Measures for SIFls

Orderly
Resolution

No Public
Funding

Bail-in
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Banks are Changing...

~ Physical branches of US

Some Data: e e .
. o banks are diminishing...

- —

* BOA has cut 10% branches and
16% employees between (Unit) Changes in number of US bank branches
2014~2015. 100000

* JP Morgan Chase: Cut 5,000
staff and closed 300 branches
by end 2016

* McKinsey: 30% revenue of
European banks will be from
digital banking

* Taiwanese banks closed 26
branches in 2014, highest in
history

94121

Branches of US
banks were

reduced by 4,839
btwn 2009-2014

00
2000 2002 2004 2006 2008 2010 2012 2004 |

Source: Wealth Magazine, Issue 482, 30 July 2015.




Physical v.s. Online Banking

Bank 1.0 Bank 2.0 Bank 3.0 Bank 4.0
e Physical e Physical e Onling banking e Virtual
branches only branches plus plus some banking; no
some online physical physical
banking ) branches presence )
J J

Trade Volume: Bil./Year

Mobile

100 U.S. Market banking

Internet
banking

50 1
Call center

__---....IIII
ATM

0- 1 Branc‘hes

1969 1979 1989 1999 2009 2020 3 ‘;
I _______ l Mg; H-

Source: Boston Consulting Group. T



Cyber Security

Role of technology in financial service has B
[ deepened

Degree of interdependency and
interconnectedness in financial markets is growing

Both attackers and their motivations have become
more diverse: hacktivists, criminals, terrorists,
state-related actors, etc.

E
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What about Future Challenges?

Keep pace with reform measures, ensure DIS

readiness and bear following questions in mind

e Do we have sufficient deposit insurance fund?
e Will the contingency plan work?

Detect new risks and keep DIS up-to-date

e Banking business is changing, how about deposit
insurance?

e Will the definitions of insured institutions and
eligible deposits change?

e Should DPS include new risk indicators, such as
cyber security?

e DIS usually covers “domestic” deposits, what if the
border line blurred due to internet banking?
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Conclusion
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PRIFRIBLE

Central Deposit Insurance Corporation




