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7.  Conclusion 
As Taiwan connects into global economy, the growth in the financial sector has been 

phenomenon, coupled with financial success from the retail banks in the consumer market.  

Yet, the burst of the dual card crisis, credit card and cash card, in late 2005 has immersed 

impacts to the unsecured payment business.  From Oct 2005 to end of 2007, the total 

write-off has hit the highest record.   

The hypotheses on over-banking, over-lending, and stressed economy have developed 

to support the incurrence of the credit crisis.  This paper has achieve the aims to provide a 

comprehensive background on credit card history up to date, covering the financial industry, 

market practices, and the economic issues emerging during the credit crisis, together with 

the supports from the empirical analysis and scientific testing method.    

According to the empirical analysis, from data gathered in 1991 to 2007, the result 

finds that each hypothesis is highly correlated to the dual cards write-off figures.  In 

addition, monthly data are gathered for the linear regression analysis for period from June 

2004 to December 2007, using write off amount for the test and other variables to represent 

the hypotheses used on this paper.  The variables used include number of the branch, 

number of the employees, dual card revolving amount, and ratio for per capita household 

spending to income.  Again, the results from the regression model are consistent with the 

hypotheses.  

The recommendation based on the findings from this paper is to improve risk 

management, supervisory guidance, and information disclosure.   

The prudent risk management would have to have sustained performance during the 

good time and the bad time, often the risk management is lax when the economy is in the 

growing phase and tight in the decline phase.  Taking dual-card crisis as an example, a 

customer may be given multiple cards, with multiple lines of credit, and with revolving 
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balance that is more than what he or she can afford, where the situation is compounded by 

over-banking and over-lending issues.  Yet, the problem can become complicated when the 

customer has limited resources to re-pay the bank, particularly during the economy 

downturn.  Risk management need to calibrate the system and the practice to avoid 

deviance in the business cycle.   

FSC’s supervisory role is an issue as well, where it lacks audit control mechanism to 

valid risk decision.  For example, many issuers have skipped the credit checking process to 

reduce operation expense, and there is no supervision or guidance to prevent such lending 

practice. There is a need for FSC to take closer look on the business practice and provide 

support accordingly. 

Lastly, information need to be further consolidated and disclosed.  Customer financial 

information should be shared across the business line, as well as sharing with other bank to 

prevent over-lending issue.    

The retail banks in Taiwan has learned a big lesson from the dual cards crisis, but there 

is still more work to do.  The ultimate objective is to build a successful and sustainable 

business model, not only in Taiwan, but in the global economy.   

 




