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The Influence Mechanism of Foreign Bank
on Composition Performance of Domestic Banking

: 1 2
SUN Hui-guo' ., LLI Ze-guang
(1. Tianjin Radio & TV University » Tianjin 300191,China ;
2. School of Economics+ Nankai University, Tianjin 300071, China)

Abstract: This article focuses on the entry effect of foreign banks on the
performance of domestic banking industry. We analyze China’s banking mar-
ket and select a sample combined with state-owned commercial banks, local
city commercial banks, credit cooperatives and joint venture banks to discuss
the impacts on the bank’s operating expenses, profitability and efficiency of
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banks and other “composition performance” indicators brought by foreign
banks’ entry. The following conclusions are drawn from empirical studies
with panel data of 79 domestic banks (1998-2005): (1) With increase of for-
eign banks’ entry, the domestic banking management cost increases; (2)
With the increase of foreign banks’ entry. the profitability of domestic
banks increases; (3) Along with the entry of foreign banks, and constant
dramatic competition, banking efficiency shows decreasing trend.

Key words: entry of foreign banks; banking performance; composition

performance; panel data (FTHEHRE & )
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A Theoretical and Empirical Study
on the Performance of Transparency Reform
in China Stock Market

SHEN Gen-xiang, LI Chun-qi

(School of Economics, Shanghai University of Finance

and Economics, Shanghai 200433, China)

Abstract: The paper analyses the microstructure characteristics of China
stock market. Using Bayesian approach to analyse trade cost, asymmetric in-
formation and efficiency of price discovery, the paper sets three hypotheses
to be tested about the effect of increasing pre-trade transparency on micro-
structure within a framework of rational expectation theory. We conduct a
empirical study on Shanghai-Shenzhen 300 index to test three hypotheses u-
sing different methods. The empirical results support strongly the hypothe-
ses, which show that pre-trade transparency increment reduces trade cost,
mitigates information asymmetry and then develops market efficiency.

Key words: transparency; trade cost; reverse selection; price discovery
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