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24 July 2002
Mr Frederick Ma
Secretary for Financial Services and the Treasury
8/F, Central Government Offices, West Wing
11 Ice House Street, Central
Hong Kong

Dear Mr Ma,

| am writing in relation to the proposal for banks to share positive consumer credit data.

As you may be aware, an article in the Financial Times on July 18 reported that a US
credit card company, Capital One Financial, was forced by US federa regulators to set aside
more money for potential bad loans, resulting in a sharp drop in the company’s shares. The
articleis enclosed for your easy reference.

Although banks in the US are allowed to share positive consumer credit data, yet the
problem of bad loans still looms so large. To tackle the problem, US regulators have to
increase scrutiny of credit card issuers and banks. This is what the Hong Kong authorities
should do.

The case of Capital One Financial appears to show the implementation of positive
credit data sharing does not help to solve the bad loan problem. Furthermore, many peoplein
Hong Kong fear such an arrangement might lead to invasion of consumers privacy. If
positive credit data sharing in US does not seem to have achieved the desired effect, | don’t
think we should pursue thisidea any more.

Yours sincerely,

Emily Lau
c.c. Mr Joseph Yam, Chief Executive of HKMA
Mr Raymond Tang, Privacy Commissioner for Personal Data
Chairman and Members, Legidlative Council Panel on Financial Affairs



By Blizabsth Wine In Row York

Shares tn Capital One Financial
fell more then 35 per eent by mid-
morting yesterday after the US
credit card company revéated
that federal regulators had forced:
it to set aside more money for
potential bad loans.

The news hit other credit card
issuers, amid investor concern
that the regulators would take
stmiiar action against othar lend-
ers with a high proportion of
risky consumer loans, Capttal
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Shares .m'Ca'-ital One fall by more than

News that federal regulators forced credit card group to set aside mere money-for bad loans hits stock

One sald on Tuesday night that it
had reached an informal agree-
ment with

-However, .analysta said it was

likely that regulators would

allowances for bad loans by

resegves of $990m agminst loans
of ‘$24.4h0 m the' first quarter.
CapktalOne discigsed in a. la-
tory fijing thiat it 'was moving to
ove its [ comtrola, ;
agreement on mervesioli
lowed a routine r

scrutiny of otber credit
card issuers and banks with a
high percefitage of subprime, or
less creditworthy, loans.
“Regulaters are highly sensi-
tive to reserves of subprime
loang, so we wouldn't be gur-
prised to see other actions with
other lenders, but the focus will
be on d

Iast year, aftér it was forced to
make big write-offs as the econ-
Credit card companies with | omy slowed. As @ result its prof
high exposure to subprime loans | its plunged by more than 80 per

have struggled as the economy cent.
has slowed and their lower, Providian shares were dowin 15
quality customefs have stopped ‘ per centt to $3.43 In late morRing
paying their bills, trading yesterday. Other credit
Providian Financial, another card issuers hit by the news
credit card hauer with a h‘ih
1 in the dext

Thomas Abruzzo, a eredit analyst
-at Fitch Ratings.

that
in ecredit card lenders,” said

ut, triggered fears fell $1.34, or 7 per cent, to $19.0L.
about det.erlarahns credit quality ' Capital. One's shares tumbled

from $50.80 to 3$35 despite
reporting a 37 per cent
jump in guarterly earnings
and raising its guidance for next

year,

‘Fitch Ratinge cut the compa-
ny’s credit rating from B/C to B
&nd a oumber of Wall Street ana-
ivsts the buy r

However, a ’Jﬂghlemng 68
nomic - outlook bined with

detions. -

Capital Ope Is one of the
fastest-growing credit card issu-
ers, and the fifth-largest issver of

better-th peckid - c[na.hciél
results had-led %0 & reeov:ry T
the stock prlce
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