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Overview 
− We believe Taiwan domiciled O-Bank's asset quality has deteriorated.  

− We also assess the bank has a thin buffer to sustain its strong capitalization amid 

challenging macro-economic conditions from COVID-19 and other headwinds. 

− We are revising our rating outlook on O-Bank to negative from stable. 

− We are also affirming the 'twA/twA-1' issuer credit ratings on O-Bank along with the 

issue credit rating on its various debt issues. 

Rating Action  

Taiwan Ratings Corp. today revised its rating outlook on O-Bank Co. Ltd. to negative from 

stable. At the same time, we affirmed the 'twA' long-term and 'twA-1' short-term ratings 

on the bank along with the issue credit ratings on the bank's various debt issues (see 

ratings list). 

Rationale 

The outlook revision reflects our view that despite O-Bank's ability to retain its strong 

capitalization during recent market turmoil, the bank now has weakened asset quality and 

a thinner capital buffer to sustain its capitalization level, which could pressure the ratings 

over the next few quarters. We see uncertainty over the bank's ability to recover its asset 

quality to a more satisfactory level over the coming quarters. In addition, the bank faces 

difficulties to improve its earnings prospects from below the domestic industry average 

presently, given the stagnant economic outlook for the coming six months.  

O-Bank's asset quality has deteriorated and respective losses resulting from a single 

name default and increased nonperforming loans (NPLs) overseas have pressured the 

bank's capitalization. As of the end of March 2020, the bank's NPL ratio spiked to 0.78%, 

well above the domestic average of 0.24% at the same time. In addition, the impact of 

COVID-19 on Taiwan's and the global economy casts further shadow over the bank's 

overall credit strength. We now assess O-Bank has a relatively thin buffer to sustain its 

strong capitalization and profitability to absorb the additional economic volatilities under 

the weakened macro environment and heightened credit costs ahead. 

https://rrs.taiwanratings.com.tw/portal/member/viewMemberProfile/1997
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Nevertheless, we are affirming the ratings on O-Bank because we anticipate the bank 

shall be able to sustain its capitalization at the current strong level under our base case 

scenario. The bank's proactive capital policies including capital injections to sustain its 

capital strength underpin this view. In addition, we expect the bank to execute more 

stringent underwriting practices to help restore its asset quality over the next few 

quarters. We expect O-Bank's asset quality to move more in line with the domestic 

industry average following the bank's proactive efforts to write-off the losses, collateral 

disposal, and tightening of relevant underwriting standards domestically and overseas. 

Outlook 

The negative outlook reflects that our ratings on O-Bank could face downward pressure 

over the next few quarters considering the bank's thin capital buffer to sustain its strong 

capitalization in 2020-2021 amid higher market volatility and increased credit costs. We 

also believe there remains uncertainty over the bank's ability to recover its asset quality to 

a more satisfactory level in light of the weaker economic outlook ahead and the bank's 

pressured profitability.  

Downward scenario 

We may lower the long-term rating on O-Bank if the bank is unable to improve its asset 

quality to at least around the domestic industry average over the next few quarters. We 

may also lower the rating if O-Bank's capital buffer further narrows. This could result from 

more aggressive capital plans which fail to sustain a sufficient capital buffer during 

business growth. We may lower the rating by more than one notch if O-Bank fails to 

sustain its strong capitalization, as measured by a risk-adjusted capital ratio before 

diversification of 10% on a consolidated basis over the next two years. 

Upward scenario 

We may revise the outlook back to stable if O-Bank can improve its profitability and asset 

quality to about the domestic peer average while maintaining a sufficient capital buffer. 

We may also revise the outlook back to stable if the bank's funding capability improves to 

be about the domestic industry average, including material growth in retail deposits in 

proportion to the bank's total deposit base without deterioration in its earnings or capital. 

Related Criteria  

− TRC Financial Services Issue Credit Rating Criteria - July 31, 2019 

− Criteria | Financial Institutions | General: Risk-Adjusted Capital Framework Methodology - July 20, 2017 

− Criteria | Financial Institutions | Banks: Quantitative Metrics For Rating Banks Globally: Methodology And 

Assumptions - July 17, 2013 

− Criteria | Financial Institutions | Banks: Banks: Rating Methodology And Assumptions - November 09, 2011 

− Criteria | Financial Institutions | Banks: Banking Industry Country Risk Assessment Methodology And 

Assumptions - November 09, 2011 

− General Criteria: Use Of CreditWatch And Outlooks - September 14, 2009 

− General Criteria: Group Rating Methodology - July 01, 2019 

− General Criteria: Methodology For Linking Long-Term And Short-Term Ratings - April 07, 2017 

− Understanding Taiwan Ratings' Rating Definitions - June 26, 2018 

− General Criteria: Methodology For National And Regional Scale Credit Ratings - June 25, 2018 

(Unless otherwise stated, these articles are published on www.taiwanratings.com) 
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Ratings List 

Ratings Affirmed; Outlook Action  

 To                                                                      From 

O-Bank Co. Ltd.  

Issuer Credit Rating twA/Negative /twA-1 twA/Stable /twA-1 

Subordinated unsecured Issue Rating  twA-  

Subordinated unsecured Issue Rating twBBB  

 

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to 

them in our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.taiwanratings.com for further 

information. Complete ratings information is available to subscribers of Rating Research Service at rrs.taiwanratings.com.tw. All ratings affected by this 

rating action can be found on Taiwan Ratings' public website at www.taiwanratings.com. 
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