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Later on, we will conduct a more 
rigorous regression analysis with a large 
sample set to confirm what we have 
suggested here.





We conduct an empirical analysis for the time spread of the credit default and 
mortgage default to find out whether the CDNM encourages earlier credit card 
default. The dependent variable is the following  dummy variable:

1,   if card default is earlier than mortgage default,
y = 

0,   otherwise.
Our sample consists of all of those in Taiwan who default on both the credit card 
and mortgage over one year period beginning at the first days of 2005, 2006, 2007, 
as well as 2008. The sample size is 15,188 across four years, of which 77.5% were 
with y = 1. The most important explanatory variable is the dummy for the CDNM, 
which is defined to be 1 if the CDNM is implemented or, equivalently, if the 
observation dated between 2006/2 and 2007/1. The explanatory variables also 
include the amount of revolving balance, the revolving  use ratio, the mortgage 
balance, the age, the gender, as well as an interaction term between the CDNM  
dummy and the revolving  use ratio. Many more explanatory variables have been 
considered but only statistically significant ones are discussed . The most important 
estimation result is that no matter how we incorporate various combinations of the 
explanatory variables, the CDNM  dummy is always strongly significant as we 
expect.



Parameter Est. s.e. Est. s.e. Est. s.e. Est. s.e.

CDNM Dummy 0.5360.536 0.0410.041 0.4740.474 0.0410.041 0.4630.463 0.0420.042 0.3000.300 0.0850.085

Revolving Balance ‐‐‐‐ ‐‐‐‐ 0.9360.936 0.0550.055 0.9500.950 0.0550.055 ‐‐‐‐ ‐‐‐‐

Revolving Use 
Ratio

‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ 0.2840.284 0.0820.082

Mortgage Balance ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ --0.0390.039 0.0050.005 --0.0320.032 0.0050.005

CDNM Dummy X
Revolving Use 
Ratio

‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐
0.3950.395 0.1390.139

Age ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ --0.0050.005 0.0020.002

Gender ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ 0.0000.000## 0.0410.041

The Intercept 1.0241.024 0.0240.024 0.7100.710 0.0300.030 0.8410.841 0.0340.034 1.1841.184 0.1080.108
# Statistically insignificant ones.



Parameter Est. s.e. Est. s.e. Est. s.e. Est. s.e.

CDNM Dummy --0.2700.270 0.0180.018 --0.2480.248 0.0180.018 --0.2610.261 0.0200.020 --0.3540.354 0.0400.040

Revolving Balance ‐‐‐‐ ‐‐‐‐ --0.1570.157 0.0190.019 ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐

Revolving Use 
Ratio

‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ 0.6810.681 0.0410.041

Mortgage Balance ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ 0.0880.088 0.0030.003 0.0910.091 0.0030.003

CDNM Dummy X
Revolving Use 
Ratio

‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐ ‐‐‐‐
0.1310.131 0.0650.065

The Intercept --1.5921.592 0.0120.012 --1.5321.532 0.0140.014 --1.8481.848 0.0160.016 --2.2062.206 0.0270.027

We also consider another logit model in which the dependent variable is 
1,   if a card holder defaults on mortgage,

y = 
0,   otherwise.

Our sample consists of those in Taiwan who default on credit card over one year 
period beginning at the first days of 2005, 2006, 2007, as well as 2008. The 
sample size is 96,725 across four years, of which 15.23% were with y = 1. 


