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The Resolution M odels of Problem Financial I nstitutions
in United States, Japan, South Korea, and Taiwan

Chiu-Jung Kuo
Soecialist
Economic Research Department, CEPD

Abstract

This article summarizes the supervision guidance and resolution
tools of the Banking Committee on Banking Supervision in dealing
with weak banks, and the current resolution models of problem
financial institutions in United States, Japan, and South Korea. It also
assesses the related issues and advises the regulatory authorities the
corresponding solutions that directly address the nature of Taiwan’s
banking system.

The experiences for the resolution of problem financial
institutions in the world shows the necessity of the pay-off to the
non-deposits’ holders in the times of financial distress, and keeps the
deposit insurance system flexible and the deposit insurance institution
independent. Furthermore, the governance forbearance is equal to one
of the moral hazards’ type.

To address the above challenge, the authority should continue its
effort to strengthen techniques for resolving the problem financial
institutions like US and South Korea, and formulate the mechanism of
bank closure rules and the timing of bank closure, especially including
the transit from the conservatorship to receivership of the regulatory
rules to the financial institutions.

26



