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Welcome to the Caribbean Panorama! ‘

SNAPSHOT

Lots of activity has been brewing over the past few months:

e The House of Representatives in Jamaica approved the Credit
Reporting Act! The next stop for this legislation that allows for the
licensing and fees of credit reporting agencies is the Senate. IFC
provided comments and proposed amendments to the legislation.

e The Joint Select Committee in Guyana was created to review credit
bureau legislation, and a public comment period to provide
Parliament with feedback on the legislation has been completed.
Over the next few months, the Credit Reporting Bill is expected to
be debated in the House.

o |FC met with the Barbados Banking Association in March to discuss the
Credit Bureau project at length. After a lively discussion, the Association
decided to move forward with efforts to establish a credit bureau. IFC and CARTAC also met with
the Governor of the Central Bank of Barbados, and IFC will be providing materials and background
to support the Central Bank in drafting legislation. In addition, IFC will be working with other non-
bank players such as telcos, insurers, leasing companies, and retailers for the establishment of the
credit bureau in Barbados.

e Trinidad and Tobago has secured a regulator: the Central Bank in Trinidad and Tobago formally
announced that it will regulate the credit bureau once the appropriate legislative framework is in
place. IFC is planning discussions with the new Permanent Secretary in the Ministry of Legal
Affairs, Bernard Sylvester.

e The Eastern Caribbean Central Bank provided comments on the workplan developed by IFC to
establish a credit bureau, and IFC is in the process of integrating the comments and revising the
workplan.

e |FC and CARTAC met with the Central Banks in Belize and the Bahamas. The team will be
conducting a market assessment in April and May. The first phase of the assessment entails an
analysis of the legal and regulatory framework. The second phase will consist of a Business and
Technical Review, and will be conducted later in the year. IFC and CARTAC will also be hosting an
event later this year on the Credit Bureau project in the region. More details on the event will be

“_included in the next newsletter.
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Credit Bureau Business Model:
OUTSOURCING

A guestion on the minds of regulators in small countries throughout the world is the following: How can we make it
financially feasible to set up a credit bureau while ensuring long term viability? The costs of developing in-country
data centers with the necessary data security infrastructure can be prohibitive for nations with small populations.
Such countries are unlikely to generate the high volume of credit inquiries required to sustain the costs of maintaining
a credit bureau. The solution that small countries are increasingly embracing is outsourcing. Outsourcing enables
countries to utilize world-class infrastructure that provides operational efficiencies and maintains data security at an
affordable price.

A look at the experience of the Czech Republic and the Slovak Republic shows how this works.
Who: Czech Republic, population 10 million

The situation: Banks in the Czech Republic were eager to get the credit information that credit bureaus would supply,
and were willing to pay on a per-transaction basis to acquire credit reports, but were not willing to invest in the
development of costly data security infrastructure. CRIF, a global leader in the field of credit data operating state-of-
the-art facilities in Italy, was selected to operatethec r edi t bur eau. Using CRIF s pl
make any investment in the development of data security infrastructure for
the credit bureau, and were able to benefit from a much higher level of data
security than would have been conceivable in a bureau operated in-country.
Fortunately, the legal environment posed no problems; Czech law states that
personal data can be processed abroad, provided that the hosting country
abides by data protection laws which are the same or stricter than those in
the Czech Republic.

Slovak Rep.

|
Czech Rep. I
\

Republic, one a banking bureau in 2001 and the other a non-banking bureau

in 2003, both wusing CRIF's facility
started to share credit information with each other (based on consumer
consent), thereby allowing financial institutions to have access to reliable,
cross-industry credit information.

\ In partnership with CRIF, two credit bureaus were set up in the Czech

i . The stats: The bureau has reached almost 100% penetration in the retail
Inspired by the success of the Czech credit ; . . . -
bureaus, the Slovak Republic chose to | Panking market, with 21 member banks. The banking bureau hit rate is 89%,
develop an outsourced credit bureau as | which is comparable to the hit rate in the most developed bureau markets.
well. In partnership with CRIF, a banking | Qver 13 million records are in the banking credit register, covering nearly 5
bureau was set up in 2004, and a non- | \ilinn people. Successfully, the non-banking bureau has now an additional

banking bureau in 2008. Both bureaus . o .
8 2.5 million credit files on 1.7 million people!

operate out of Italy. Contributor: Fabrizio Fraboni, CRIF
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Establishing a successful credit bureau in an emerging market can be a
challenge. Several steps must occur-- building awareness in the community,
establishing appropriate legal and regulatory frameworks, gathering support
from market participants, ensuring commercial viability, and identifying
appropriate technology and software. However, perhaps the most
important element of all is the most mundane: data! Three data issues
must be addressed for a credit bureau to be successful: 1) data
representation, 2) data accuracy, and 3) data contribution.

Broad Data Representation

What: The concept of housing a wide range of data in the bureau to ensure more accurate representation of the
payment behavior in the market. Aside from banks, other potential data providers include credit unions, retailers,
public agencies and microfinance institutions.

Why:Because it’'s trotearvdddd by Eertginisegmentsrorgproduct types.

How to Implement: Building awareness about the benefits of credit and information sharing can help to positively
shape perceptions of the credit bureau and thus encourage more data providers to actively become involved. A
focused effort will also be required to get data providers on board.

Thorough Data Accuracy

What: This is high-quality data that contains relevant up-to-date information on consumers and builds the reputation
of the credit bureau.

Why: Having data that is accurate, complete, and up-to-date is essential for creating reliable credit reports. Reliable
credit reports, in turn, are needed in order to increase usage and gain scale.

How to Implement: Meetings with Senior Management and IT departments of participating FIs should be held to
discuss data and how to ensure that the correct data formats and systems are in place. In addition, setting up periodic
automatic follow-ups to data providers is important.

Consistent Data Contribution

What: The act of providing consumer data to the credit bureau on a monthly basis.

Why: The integrity, quality and timeliness of data depends on the frequency with which data is updated.

How to Implement: Work with data providers is necessary to assist them in setting up the appropriate formats for
regular data delivery. In addition, standardized data definitions are essential to ensure symmetry across data
providers; in other words, a 30 day delinquency must mean the same thing regardless of which bank is contributing
the data.

In partnership with:

Newsletter published by IFC Advisory Services in Latin America and the Caribbean. Canadian Inter S0 Ganadlontio do
Contributors: Maria Pincetich, Carmen Gomez-Triaa, Alison Guzman l*l Development Agency ~ développement international




