Announcement: Moody's: US credit card charge-offs dip again in
March; delinquencies hit another all time low
Global Credit Research - 25 Apr 2012
New York, April 25, 2012 -- US credit card charge-offs dropped slightly in March, as the charge-off rate index fell
three basis points below its February level, to 4.94%, according to Moody's Credit Card Indices.
"The charge-off rate index is at its lowest point since the second quarter of 2007, down by more than 55% from its
2010 peak," says Jeffrey Hibbs, a Moody's Assistant Vice President and Analyst.
"Some originators have started loosening their underwriting criteria, but so long as they don't add receivables from
new accounts to securitizations, the credit mix in trusts won't deteriorate from current levels. Still, we expect the
steady decline in the charge-off rate to come to an end, albeit gradually, and find a floor of around 4% by early
2013."
The charge-off rate measures credit card account balances written off as uncollectible as an annualized percentage
of total outstanding principal balance.
The delinquency rate index and the early stage delinquency rate fell to respective record lows of 2.73% and 0.72%
in March, underscoring the exceptionally strong credit quality of securitized credit card receivables today.
"And strong seasonal trends suggest that early-stage delinquencies will continue to fall throughout the spring, setting
the stage for even lower overall delinquency rates further out," says Hibbs.
The delinquency rate measures the proportion of account balances for which a monthly payment is more than 30
days late as a percentage of total outstanding principal balance. The early-stage delinquency rate measures the
proportion of account balances for which a monthly payment is 30 to 59 days late as a percentage of total
outstanding principal balance.
The payment rate index rebounded sharply from last month's seasonal weakness and set a new all-time high at
22.11%. Over the past three years, the payment rate index has grown by 570 basis points, equal to a 35% increase
in the proportion of trust principal receivables repaid each month.
"Because of the growing return of principal, the purging of charged-off receivables, and the fact that no new
principal receivables are entering the trusts, trust balances have declined markedly since the onset of the credit
crisis," says Hibbs.
The payment rate measures the average amount of principal that cardholders repay each month, as a percentage of
total outstanding principal balance.
The yield index, and by extension, the excess spread index, also rose in March. The yield index has declined
steadily for several quarters, but the excess spread index remains at a historically high level, as the decline in
charge-offs has countered the contraction in yield.
"The contraction was due largely to the expiration of principal discounting initiatives that had artificially boosted
yields. Most issuers have stopped discounting new receivables, although discounted legacy receivables still add
about 50 basis points to the yield index, so this lift will fade over time," adds Hibbs.
"The excess spread index is still healthy and well above historical norms; we expect it to remain near its current
historical high, as charge-offs continue to fall through the end of the year."
Yield is the annualized percentage of income, primarily finance charges and fees, collected during the month as a
percentage of total loans, while excess spread is a measure of the overall performance of securitized pools of credit
card receivables.

Moody's March Credit Card Indices report, "Record Strong Performance in March," is available at www.moodys.com.
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MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby
discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by MIS have, prior to
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Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service
Pty Limited ABN 61 003 399 657, which holds Australian Financial Services License no. 336969.
This document is intended to be provided only to "wholesale clients" within the meaning of section
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you represent to MOODY'S that you are, or are accessing the document as a representative of, a
"wholesale client" and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of

the Corporations Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's
Japan K.K. (“MJKK”) are MJKK's current opinions of the relative future credit risk of entities, credit
commitments, or debt or debt-like securities. In such a case, “MIS” in the foregoing statements
shall be deemed to be replaced with “MJKK”. MJKK is a wholly-owned credit rating agency
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This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on
the equity securities of the issuer or any form of security that is available to retail investors. It
would be dangerous for retail investors to make any investment decision based on this credit
rating. If in doubt you should contact your financial or other professional adviser.

