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STUDY REVEALS LINK BETWEEN SLOW PAYMENT TO
BUSINESSES AND BANK LOAN DEFAULTS
A third of consumers make late payments on bank loans just 7 months
after falling behind with their payments to companies

July 07, 2009 [SINGAPORE] – A new study by DP Credit Bureau (DPCB) has revealed
32.5% of consumers who are slow in repaying debts to a business will fall behind in
their bank loans within seven months.

The study is the first in Singapore to compare bank and non-bank debt repayment to
establish a link between the failure to pay a debt owed to a business on time and a
default on a bank loan.

The non-bank lending data comes from a range of industries offering credit terms or
loans to consumers, including retail, credit co-ops, education providers and leasing
companies.

The study is based on the payment records of more than 600,000 individuals who are
customers of DP Credit Bureau members. It covers the period between July 2008 and
February 2009 – a period which includes the economic downturn which started in
September 2008.
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Ms Chen Yew Nah, Managing Director of DPCB said the study reveals consumers in
financial difficulty will prioritise their debts, giving greater weight to repay their bank
loans over other debts.

“Consumers tend to fall behind in repayments of their non-bank debt first. This is
because many believe non-bank lenders will be less vigilant in pursuing late payments
or taking steps to end the line of credit.”

“The lesson for consumers is to talk to their creditors early and explain their financial
position before they get into trouble. There is always scope to come to a mutually
agreeable arrangement with lenders to help the customer continue to meet their
obligations. “

“Banks and other credit providers do not want to take costly steps like litigation to
recover debts, and many have the flexibility to vary interest rates, payment terms and
the length of the debt payment period to assist an individual in trouble.

“For banks, this data is useful in identifying customers that are more likely to fall behind
in their repayments, which means they can approach the customer and see if action
needs to be taken to manage the debt,” Ms Chen said.

DEMOGRAPHIC PROFILE

DPCB analysed the demographic profile of the individuals who fell behind in their
repayments of both non-bank and bank debt.

The key findings are:

•

44% are aged between 26 and 35 years old. This is significant as this group
accounts for just 33% of the total population of the study, indicating they are over
represented among the group of slow payers or defaulters;

•

Men outnumber women by a ratio of 3:2. Where the payment record indicates
gender, 59% of individuals are male and 41% female.
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•

Only 4% are business owners (i.e. sole proprietors or partners) and therefore the
debts are predominantly personal, and not incurred by the individual’s business
activities;

•

The individuals owed four times more to their bank creditors than to their non-bank
creditors, in other words, the bulk of the individual’s debt was owed to their bank.
This confirms that when individuals become slow in repayment of their minor or
sundry debts, they will eventually have trouble paying their larger debts;

•

The average bank debt was $4,615 (average owed in December 2008, January 2009
and February 2009), versus an average non-bank debt of $982.

Commenting on the demographic analysis, Ms Chen said, “A major concern is the
number of young people having repayment difficulties.”

“Many may have used credit to buy material goods and gadgets to complement their
lifestyle. A sudden loss of income due to retrenchment, pay cuts or reduced bonuses
may be placing pressure on their ability to meet their financial obligations,” Ms Chen
said.
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ABOUT

DP INFORMATION GROUP
DP Information Group (DP Info) is Singapore’s leading credit and business information bureau. A
veteran of 30 years, it currently serves 95% of Singapore’s financial institutions and 75% of its leading
law firms. Through its online information portal, QuestNet, DP Info enables clients to make confident
credit management decisions everyday based on comprehensive, accurate and reliable information.
DP Info offers a credit scoring solution for the national credit consumer market and is also a developer of
DP Credit Ratings, a proprietary corporate credit ratings model based on the probability of default.
DP Info is an advocate of the SME and entrepreneurial communities. Through its ACRA-appointed service
bureau, DP Bureau, it assists these 2 segments in starting their business and operating them effectively
and efficiently through their initial years.
DP Info Group’s minority stakeholder is Experian®, one of the world’s largest credit reference agencies.
With this relationship, Experian brings to DP Info global technical and developmental expertise in a
wealth of areas including consumer and corporate credit analytics. Additionally, it enhances DP Info’s
existing services and enables the implementation of international best practices to meet the demands of a
global economy. Experian plc is listed on the London Stock Exchange (EXPN) and is a constituent of the
FTSE 100 index.
Information Services
 Corporate / Individual Information & Litigation Searches
 Industry Research & Survey Management
 Singapore 1000 & SME 500 and Singapore International 100 Rankings; Fastest Growing 50 & SME
Growth Excellence Recognition Certifications
 Marketing Lists & Campaign Management
 Credit and Legal Monitoring
Credit Management Services
 Corporate Credit Rating & Consumer Scoring
 Corporate & Consumer Credit Bureau
 Debt Recovery & Account Receivables Management & Training
 Credit Portfolio Analysis & Consultancy
SME Bureau & Advisory Services
 Registration & Filing of Local & Foreign Companies/Business
 SME Regulatory / Application / Business Services
 SME Advisory Services
 ACRA Appointed Service Bureau for BizFILE
 MOF Appointed Bureau for Government Supplier Registration Services (GSRS)
 Corporate Secretarial & Management Services
DP Information Network Pte Ltd is an ISO/IEC 27001
Information Security & Data Management certified company.
Certification No. GB06/68548
www.dpgroup.sg

CRN 198302653E
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