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DAIMLERCHRYSLER TO
USE E-CONTRACTING;
PROCESS GAINS STEAM

ID THEFT TRICKLES DOWN TO
NONPRIME LENDING SECTOR

The e-contracting train picked up another
rider this month when DaimlerChryler
Services North America announced it was
joining forces with Baltimore-based software
provider eOriginal to develop an electronic
contracting solution.

E-contracting, broadly defined as the process
of developing, negotiating, and signing auto
loan contracts electronically, appears to be
finally gaining traction in the auto finance
industry. The process is designed to make
lenders more efficient, as it reduces the costs
and time to originate a loan and lowers the
risk for both dealers and lenders.

“Most of the lending process is now done
electronically, except for the signature part,”
said Steve Luyckx, senior manager for credit
strategies at DaimlerChrysler Services, the
captive financing arm for DaimlerChrysler.
“The new solution will have a tremendous
impact on our bottom line.”

Luyckx declined to offer more specific
details regarding the impact on
DaimlerChrysler’s bottom line.

Daimler’s new solution will include electronic
contract forms, electronic signature capture, and
electronic document vaulting. The solution will
leverage the capabilities of eOriginal’s
SmartSign and eCore products, and is meant to
complement Daimler’s existing contract-
verification system, AutOrigination. Daimler
plans to run a pilot test with four of its dealers

DALLAS — Lenders beware: Even that
consumer in the dealership special finance
office may be an identity thief.

For years, identity thieves have targeted only
people with stellar credit histories, but that
situation is beginning to change, said partici-
pants at an identity theft forum here earlier
this month.

“Historically, identity thefts were with very
good credit, because [the thieves] were in
and out [of the dealership] quickly,” said
one risk manager in attendance. “But now,
that’s not the case. If they are not going to
pay for the loan, they don’t care if they are
charged 20% interest.”

Identity theft has been dubbed the fastest
growing white-collar crime in America. In
auto finance, though, it remains relatively
small. It occurred in only 2% of the 9.9
million total incidences in the past year, said
Brad Elbein, director of the Federal Trade
Commission’s Southwest Region. Overall, ID
thieves stole more than $5 billion from 9.9
million consumers last year, according to a
recent report released by the FTC.

The daylong seminar, a project of the Na-
tional Automotive Finance Association, was
aimed at combating identity theft in auto
finance. The event was attended by executives
from bank and independent finance compa-
nies, captives, technology vendors, law firms,
regulatory agencies, and dealerships.

To lenders, though, even a number that
appears as small as 2% — which translates to
198,000 occurrences of identity theft — is too
much. Combating fraud, though, is easier said
than done, conference attendees admitted. For
starters, it requires diligence in auto lenders’
verification procedures and reference checks of
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NOTE
Auto Finance News will not publish on Jan.
5 due to its holiday production schedule.
The next issue will appear on Jan. 19.
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Overseas Activity

REGIONAL AND NATIONAL AUTO LOAN RATES

Rates are for 60-month loans on 2003-2004 new autos and one-year-old used autos. For purposes of this
survey, borrowers are considered to have A+ credit if their scores on auto-specific models of combined
credit reporting bureaus exceeds 720; A if their scores fall between 680 and 719; B, 650 and 679; and C,
625 and 649. For lender-specific rate and fee information, contact Bob Johnston at INFORMA RESEARCH

SERVICES INC. at 800-848-0218 x291.

Jonathan S. Hornblass
EXECUTIVE EDITOR/PUBLISHER

hornblass@royalmedia.com

Adelene Lee
ASSOCIATE EDITOR

alee@royalmedia.com

Mike Gibb
SENIOR EDITOR

mgibb@royalmedia.com

Jon Hendrix
Michael Juhre

Myra Partridge
CONTRIBUTING EDITORS

Ed Jennett
STAFF REPORTER

Danielle Cattani
AVP, CONFERENCES

dcattani@royalmedia.com

Jean Gazis
MARKETING MANAGER

jgazis@royalmedia.com

Meredith Krantz
AVP, ADVERTISING

mkrantz@royalmedia.com

Auto Finance News is published
every two weeks except in

August and December, during
which it is published monthly.
Annual subscription: $515 (24
issues). For more information,

contact
Royal Media Group

1359 Broadway, Suite 1512
New York, NY 10018

WWW.ROYALMEDIA.COM

T: (212) 564-8972
F: (212) 564-8973

E: connect@royalmedia.com
2003 © Royal Media Group

WARNING!
It is illegal to photocopy or
reproduce any part of Auto
Finance News without the

express consent of its
publisher, Royal Media
Group, 1359 Broadway,

Suite 1512, New York, NY
10018. To obtain duplica-
tion rights, please call 212-

564-8972 x101.

AUTOFINANCENEWS
a Royal Media Group publication

NEW AUTOMOBILE RATES
A+ A+ A A B B C C Nat’l Avg. Nat’l Avg.

12/12/03 12/16/02 12/12/03 12/16/02 12/12/03 12/16/02 12/12/03 12/16/02 12/12/03 12/16/02

Northeast 4.07 4.36 4.26 4.48 5.36 5.41 7.31 7.43 5.25 5.42

Southeast 3.88 4.65 4.09 4.67 5.33 5.84 7.57 7.79 5.22 5.74

Central Midwest 3.98 4.50 4.04 4.50 5.09 5.69 7.19 8.03 5.08 5.68
TX & Southwest 4.24 4.89 4.43 5.14 6.06 6.64 9.27 9.40 6.00 6.52

Western 4.52 4.57 4.60 4.92 6.09 6.11 7.96 8.14 5.79 5.94

Northwest 4.66 4.97 4.88 5.43 6.59 6.52 9.18 9.26 6.33 6.54
Tier Avg. Rate 4.22 4.66 4.38 4.86 5.75 6.03 8.08 8.34 5.61 5.97

USED AUTOMOBILE RATES
A+ A+ A A B B C C Nat’l Avg. Nat’l Avg.

12/12/03 12/16/02 12/12/03 12/16/02 12/12/03 12/16/02 12/12/03 12/16/02 12/12/03 12/16/02

Northeast 4.30 4.60 4.43 4.74 5.40 5.70 7.66 7.79 5.45 5.71

Southeast 4.05 4.89 4.29 4.96 5.62 6.12 8.03 8.11 5.50 6.02

Central Midwest 4.23 4.86 4.35 4.86 5.46 5.85 7.56 8.88 5.40 6.11
TX & Southwest 4.48 5.21 4.99 5.49 6.54 6.99 9.57 9.62 6.40 6.83

Western 4.34 4.69 4.51 5.06 5.89 6.29 8.01 8.20 5.69 6.06

Northwest 4.24 5.06 4.24 5.48 4.84 6.59 6.84 9.33 5.04 6.61
Tier Avg. Rate 4.27 4.88 4.47 5.10 5.62 6.26 7.95 8.65 5.58 6.22
Source: Informa Research Services Inc.

General Motors Acceptance Corp. is
paving the road to China. Together with
Shanghai Automotive Group Finance Co.,
the captive financing arm of General Motors
Corp. is taking the necessary steps to origi-
nate loans there.

China represents a market of staggering
opportunity, especially with its rising con-
sumer class and a population of 1.3 billion.
But the country has a relatively untested credit
market, a weak banking system, and a web of
local regulations that will make for many a
bump and curve ahead, meaning lenders may
face a long march to success.

On Nov. 12, DaimlerChrysler AG, Ford, and
GM all announced plans to export thousands

of vehicles to China in the next two years.
GM’s deal was by far the largest, with plans to
export about 17,500 vehicles, mostly Cadillac
models, at more than $1.3 billion.

“The biggest risk is there are no credit bureaus,”
said Richard Clout, GMAC’s executive vice
president for international operations. “We will
have to rely on face-to-face discussion, employ-
ment records, and so forth. That makes the
process extremely slow and extremely risky.”

Increasing competition is leading lenders to
assume higher risks, according to the People’s
Bank of China, the country’s central bank. Auto
loan originations in the first quarter of 2003, the
most recent statistics available, amounted to

CHINA’S NEW SILK ROAD HAS BUMPS, BUT HUGE REWARDS

Continued on page 5
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$2.4 billion, $1.36 billion more than the same
period last year. At the same time, investigation
into the industry by the central bank last May
showed that the nonperforming rate for auto
loans had reached 15%, up from a rate of about
1% two years earlier.

Lenders in China have no legal recourse for
debt collection, and quantifying chargeoff risks
in the young market remains difficult.

The total dollar value in China of all types of
nonperforming loans is estimated to be around
$60.5 billion, according to China Banking
Regulatory Commission (CBRC), an entity that
was formed when China was accepted into the
World Trade Organization two years ago.
While the total value of nonperforming loans is
on the rise, due to increasing originations,
delinquency rates are going down.

Average nonperforming loan rates for the four-
largest state-owned banks, which account for
more than two thirds of all banking activity in
China, totaled 21.4% at the end of September,
down from 22.2% at the end of June, and
25.2% at the beginning of 2003, according to
the CBRC. Loans are categorized as
nonperforming when no payment has been
received for 180 days. The government is
pressuring the four state-owned banks to cut
their average nonperforming loan rates to less
than 15% by the end of 2005.

Rural credit unions, which provide banking
services for many of China’s non-coastal
residents, have a much higher average
nonperforming loan rate — about 50% —
according to the CBRC, but for now, the
majority of auto loans are made in the wealthier
urban east.

Much of the origination strategy has to do with

GM MAKES PLAY IN CHINA
continued from page 4

Overseas Activity

Continued on page 6
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of the eOriginal solution sometime in the
first quarter of next year.

The captive is aiming for a 100%
“paperless” lending process, which it
claims will make it more efficient and
reduce costs. One benefit commonly
associated with e-contracting is it mini-
mizes human errors. Human errors are
estimated to cost the industry millions of
dollars every year in phone calls, courier
services, time, and extra paperwork.

“Currently, we are detecting errors
only after the fact,” said Matthew
Millikan, AutOrigination’s project
manager. “The whole correction
process can take weeks.”

Together with eOriginal, Daimler is
hoping to create a legally valid and secure
e-signature that cannot be duplicated
from the document in which it was
originally placed. The original signature

will then be kept in a virtual vault.

“This is the beginning of a movement in
auto finance toward e-contracting —
there are now several companies that
are looking to do it,” said Stephen
Bisbee, president and founder of
eOriginal, adding that his company is
in talks with another financier.

Daimler’s initiative trails that of
DealerTrack, an online auto finance
platform with more than 40 lenders as
members. eOriginal worked with
DealerTrack to set up its e-contracting
operations. DealerTrack is thought to
be the first in the industry to drive
broad-based e-contracting.

DealerTrack officially launched its e-
contracting solution in February and
recently went live with four lenders. It
expects 15 members to have adopted e-
contracting by the end of 2004.

Proponents of e-contracting highlight
other benefits, such as better cash-flow

E-CONTRACTING POPULAR
continued from page 1

Operations

control for dealers.

“As it stands now, dealers do not receive
immediate funding when they sell a car —
it takes 2-to-10 days,” said Eric Jacobs,
vice president and general counsel for
DealerTrack. “With e-contracting, they can
get same-day financing.”

The auto finance industry’s ongoing
transition to e-contracting has not been a
spontaneous process. DealerTrack said it
spent the past year or so educating
lenders and dealers about e-contracting.

Charlie Giglia, senior vice president and
chief information officer at DealerTrack,
said his company worked with legal
experts and discussed the issue at industry
conferences to spur on the process.

Though e-contracting is gaining traction
in the auto finance industry, industry
sources estimated that it will still take as
long as 18 months before the process is
accepted by the entire marketplace and
used in wide circulation.

regulation. Though China’s national auto
finance regula-
tions were
instituted in early
October as part of
a commitment
made when it
joined the WTO,
local lending laws
create Chinese
walls between
provinces, and even cities.

Franchising, for example, is not permit-
ted across the borders of China’s 23
provinces, and lenders can only legally
register a security interest in a vehicle in
three East Coast cities: Shanghai,
Tianjin, and Guangzhou. Those cities
represent about 17% of all auto sales in
China, according to GMAC’s Clout.

ICBC borrowing rules stipulate that “the
lender, the borrower, the auto distribu-
tor, the insurer, and the guarantor shall
be in the same city,” according to its

web site.

The People’s
Bank of
China’s study
into the auto
finance
industry
revealed that
lenders had

reduced or even eliminated
downpayments, lowered interest rates,
and extended loan terms from a norm of
three years to between five and eight.
Credit checks, too, said the bank, were
becoming less rigorous.

Still, lenders seem prepared to take
the risk because the reward potential
is so high. September year-to-date

sales of passenger vehicles — which
include cars, SUVs, and MPVs — was
1.5 million, according to Shanghai-
based research firm Automotive
Resources Asia Ltd., up 69% from the
same period in 2002. Most analysts
expect that by 2007, China will surpass
Germany as the third-largest car market
after the United States and Japan.

“We run business cases to justify
entrance to every country,” said Clout.
“Based on our very successful history in
auto finance joint ventures and partner-
ships in developing countries like
Indonesia and Thailand, we’re comfort-
able we can manage the risk and get
our estimated forecast results.”

www.icbc.com.cn/e_index.jsp
www.pbc.gov.cn/english/
www.cbrc.gov.cn/english/
www.auto-resources-asia.com

GM MAKES PLAY IN CHINA
continued from page 5

China represents a stagger-
ing market opportunity,
especially with its rising
consumer class and a popu-
lation of 1.3 billion.
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Rumblings

China’s second largest automaker, Shanghai
Automotive Industry Corp. (SAIC), which
has a 50% stake in GM Volkswagen AG’s
Chinese operations, gave up its 20% interest
in automaker SAIC-Chery Automobile Co.,
industry sources told Reuters last month.

General Motors Corp. is involved in a dispute
with Chery over the company’s new QQ
minicar. GM believes the QQ, which sells only
in China, may be a pirated copy of its
Chevrolet Spark, which is scheduled for release
in that country by early 2004. GM is also
investigating whether the design of Chery’s
Oriental Sun model violates the intellectual
property rights of its GM Daewoo Magnus.

“Shanghai Automotive has given up, not sold,
the stake in Chery,” a source familiar with the
situation told Reuters, without elaborating
further. Chery allotted Shanghai Automotive

GM’S CHINA PARTNER DIVESTS STAKE IN CARMAKER’S COMPETITION
the 20% interest in 2001 in exchange for
branding and technology licenses.

Word of the divestiture came days after General
Motors Acceptance Corp. filed an application
to provide auto finance services in China, in a
joint venture with an SAIC affiliate, Shanghai
Automotive Group Finance Co.

General Motors did not have anything to do
with SAIC’s decision, GM sources told
Reuters, although strengthening relations
between the two companies may have been
the icing on the cake for SAIC to make a
move it had considered for some time.

Last June, the Jiefang Daily, a Shanghai
newspaper, reported that SAIC planned to pull
out of the venture, complaining that Chery
did not adequately disclose management and
operational procedures, and denied several
proposals to restructure joint ownership.

Robert J. Chickowski
has joined FSB Financial
Ltd., the auto finance
wing of Arlington, Texas-
based First Savings Bank,
as vice president of asset
management and
compliance, it announced
Nov. 17.

The company brought
Chickowski in on Nov. 15
to oversee its expanding
collection and collateral
remarketing team. FSB
Financial purchases auto
loan portfolios and
provides loan servicing for
third parties.

CHICKOWSKI TO
RUN FSB SERVICING




