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The Performances of Financial Holding Companies and
Macroeconomics

Yung-Lin Chen*
Sui-Kuei Tan**

Abstract

The study mainly explores the correlation analysis of management efficiency and the
macroeconomic variables of Taiwan’s financial institutes before and after transforming to the
financial holding companies and measures by reference to the CAMELS system accepted
internationally in the management efficiency analysis index. The macroeconomic variables take the
weighted average deposit interest rate of Taiwan’s domestic banks, exchange rate of converting the
US dollar into the New Taiwan dollar, the real GDP growth rate of Taiwan and the M1B yearly
growth rate of Taiwan as the measurement indice. The research objects take the commercial banks
mainly surviving in the interior of the two financial holding companies as research objectives,
separately Chinatrust Commercial Bank Co., Ltd. (hereunder “CCB”) of Chinatrust Financial
Holding Co., Ltd.(hereunder “CFHC”) and Mega International Commercial Bank (hereunder
“Mega Bank”) of Mega Financial Holding Company (hereunder “Mega Holding”). The study
makes an analysis of the ten-year financial indice and tests their management efficiency difference
before and after establishment of such two financial holding companies and verifies the correlation
between management efficiency and the macroeconomic variables using the multiple regression
model.

The result of the management efficiency comparison test finds that the average personal
revenues, interest sensitivity and overdue loan rate of Mega Bank improved significantly after
establishment of Mega Holding. The research of CCB finds that the capital adequacy rate, interest
sensitivity and overdue loan rate of CCB after being merged are all superior to those before being
merged, which shows that the capital quality of both rises after establishment of their financial
holding companies, and finds that the overdue loan rate also declined significantly after
establishment of their financial holding companies, which shows that the loan quality also rises. In
the correlation analysis of management efficiency and the macroeconomic variables, the result
shows that although both CFHC and Mega Holding are financial holding companies, the
relationship between the individual financial index and the economic variables is not completely the
same, which also shows operation strategy difference of the two financial holding companies
originally belonging to the government-owned stock and private enterprise.
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72 5 g3 A7 (L)
JeE e fhET4E R
SN F L A
. BEAEER AR FAEU ROA ROE JREfEEE FIEREENE
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I 21.9399%**  _14.86***  -19195%**  -0.3339 0.4902 405.570 263.178**
(0.0074) (0.0009) (0.0003) (0.6716)  (0.9676) (0.1542) (0.0115)
Fl== -0.6883 -1.0069** 531.96 0.235***  22321*  -30.3783 -10.9315
(0.4221) (0.0318) (0.3213) (0.0085)  (0.0940) (0.3235) (0.3190)
M1B 4R -0.0060 -0.0051 -7.3773 0.0036* 0.0303 -1.5847** -0.3203
(0.7756) (0.6533) (0.5772) (0.0984)  (0.3526) (0.0413) (0.2396)
GDP i £ -0.1167* 0.0079 72.0655 0.0038 0.0715 1.2759 0.9798
(0.0973) (0.8308) (0.1010) (0.5823)  (0.5022) (0.6076) (0.2713)
£ PR R -2.8418 5.5044%**  §273.6%** 0.0319 -0.5189 -56.9059 -40.2260
(0.1461) (0.0000) (0.0000) (0.8691)  (0.8610) (0.4124) (0.1080)
L-B Q(24) 33.779* 11.608 30.312 19.455 8.4074 25.458 34.540*%

(0.089) (0.984) (0.175) 0.727)  (0.999) (0.381) (0.076)
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BT 19.0867 25.64%** 39487** -0.3994  -7.5898  109.823 483.97**
(0.1058) (0.0006) (0.0242)  (0.8611)  (0.8167)  (0.9213) (0.0308)
Fijs& -0.8467* 0.9166***  1504.3** 0.0036 0.3588 52.3510 -1.4856
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M1B EHé -0.0023 0.0245%* -1.2831 0.0020 0.0528  4.2394** -0.2141
(0.9004) (0.0248) (0.9608)  (0.5707)  (0.3080)  (0.0209) (0.5246)
GDP ¥ E#%  -0.0502* 0.0109 122243 -0.0025  -0.0460 1.3954 -0.4941
(0.0618) (0.4674) (0.7455)  (0.6295)  (0.5355)  (0.5793) (0.3116)
A MEER -2.3560 7.5635%**  -10505** 0.1556 2.6819 -5.4841 -105.548*
(0.4828) (0.0005) (0.0375)  (0.8144)  (0.7780)  (0.9864) (0.0984)
L-B Q(24) 5.4723 13.066 2.1754 15.828 20.589 22.329 17.712
(0.993) (0.965) (0.975) (0.465) (0.663) (0.560) (0.817)

Ak Lx s e e RIIRORAE 10% ~ 5% Kz 1% HYBAEKAE T R G 0 () WZE R p-values: L-B Q
R Ljung-Box Q it -
2 KHTFEHINT TS Ry (R 80 £EEVEE 1 RERE 99 VS 3 F - F 79 FREAEN - HiokE®
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EEITE 21.1367 8.2066** -21763** 4.1513 13.1030 1084.45 -62.3255
(0.2957) (0.0177) (0.0234)  (0.7769)  (0.5565)  (0.6087)  (0.2040)

FZR -0.1818 -2.7990%** 2962.3** 1.3801 0.0738 -2.4783 2.6126
(0.9443) (0.0000) (0.0177)  (0.4687)  (0.9796)  (0.9928)  (0.6786)

M1B = 0.0463 -0.0016 67.079*** -0.073** -0.0135 -1.1468 0.3411***
(0.3454) (0.8431) (0.0047)  (0.0448)  (0.8028)  (0.8234)  (0.0058)

GDP i £& -0.1301 -0.0153 151.97** -0.1480 -0.2816 -3.9475 0.2673
(0.4173) (0.5646) (0.0452)  (02087)  (0.1171)  (0.8147)  (0.4906)

e mER -3.1552 -0.5295 5774.9%* -1.5962 -2.9287 -232.11 36.704***
(0.5085) (0.5049) (0.0118)  (0.6461)  (0.5792)  (0.6438)  (0.0026)

L-B Q(24) 12.292 17.034 8.1529 14.801 17.668 11.500 35.008*
(0.971) (0.847) (0.999) (0.926)  (0.819)  (0.985) (0.068)




% 6 T IT(2)  (48)

RSS2 hETaE R
TR ] j
EBPEAEIRITLZ 1%
S— BEA R AR AR (SYN-104 ROA ROE SRENLER FEERIE
e RRE
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(0.9331) (0.0086) (0.8717)  (0.5931)  (0.4116)  (0.0596) (0.3633)
e -1.7812* 1.4604%** 630.9%* 0.2368 2.9005  139.2%%* -13.0151
(0.0867) (0.0000) (0.0185)  (0.1744)  (0.2633)  (0.0048) (0.2183)
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(0.8060) (0.0003) (0.8969)  (0.0929)  (0.1139)  (0.0906) (0.2669)
GDP [ E% -0.0604 0.0084 6.7536 0.0085 0.1015 1.7401 -0.2657
(0.4239) (0.6004) (0.7209)  (0.5067)  (0.5955)  (0.6094) (0.7315)
A MR 2.7699 5.666%** 229.88 -0.8454  -195182  865.07** -50.5187
(0.7672) (0.0075) (0.9221)  (0.5943)  (0.4139)  (0.0484) (0.5379)
L-B Q(24) 14.0157 19.180 36.514** 16.656 11.236 15.039 30.958
(0.998) (0.742) (0.049) (0.863)  (0.987) (0.920) (0.155)
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