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Abstract

The aim of this paper is to evaluate the operation performances of the twelve commercial
banks, before and after their parent companies established themselves as financial holding
companies in Taiwan. The research period ranges from the first quarter of 2000 to the fourth
quarter of 2004, and totally 240 pieces of balance panel data. Firstly, four operation
performance dimension indexes were extracted through factor analyzing the financial ratio
of the commercial banks; Secondly, to conduct the differential analysis for the operation
performance of the commercial banks for both cases of before and after the establishment of
their parent financial holding companies with a non-matched T test, respectively; Finally, to
estimate simultaneously the impact effects of the four operation performance dimensions
with Iterative Seemingly Unrelated Regression. The results show that for both cases of
before and after the establishment of financial holding companies, the scale of the bank,
number of branches, and whether merging activities were being conducted or not had
apparent impact on the operation performance of the banks; the profitability and the
liquidity index were obviously better after than before the establishment of a financial
holding company; the greater was a bank’s scale, the higher were the profitability and
growth index, as well as promoting the bank’s liquidity; the more branches a bank has, the
higher its operation cost would be, and the lower the profitability and growth ability the
bank will be, the improper loan would increase, the sensitivity for the interest rate would
elevate, the overall operation risk would raise, however, the bank’s overall liquidity could be
promoted; finally, when the banks merged other banks, the growth could be boosted, but it
was possible to result in the overall operation risk’s ascending because of increasing
absorbing the improper loan of the opposite side and the sensitivity for the interest rate.
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seemingly unrelated regression.




