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With financial liberalization, banks have faced intense inter-industry competition and 

low-interest rate margins. Therefore, foreign markets have gradually become their expansion 

“new southbound policy” to expand our trade markets and may create international business 

opportunities for domestic banks. This study uses Taiwanese banks from 2013 to 2019 as 

an empirical sample and investigates the effect of the new southbound policy on banks’ 

The results show that the bank’s performance may decrease after the new southbound policy 

with a lower growth rate of loans may have better performance than banks with a higher 

growth rate of loans. The domestic bank can refer to this result and develop their international 

banks should control the credit risk to avoid or decrease possible loss when they deploy in the 

emerging market.
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8. GDP

2

ROA 0.63 ROE

8.75

5.16%

OA 0.175

OR1 0.218 OR2

0.196 OR3 0.341

OR3

1.346

NPL 0.284

28.20

67% 24%

2.972 2.972

 2

ROA 0.633 0.282 0.090 1.650 NPL 0.284 0.158 0.060 0.930

ROE 8.748 3.114 1.150 21.160 SIZE 28.203 0.623 26.483 29.265

LGR 5.157 6.892 4.700 50.300 FHB 0.670 0.473 0.000 1.000

OA 0.175 0.086 0.029 0.462 LIQ 0.151 0.050 0.076 0.278

OR1 0.218 0.098 0.045 0.544 RA 0.621 0.072 0.382 0.747

OR2 0.196 0.073 0.044 0.401 BD 2.542 0.248 1.946 2.542

OR3 0.341 0.211 0.844 1.346 IBD 0.240 0.082 0.000 0.385

GDP 2.972 0.980 1.470 4.720

 ROA ROE LGR % OA

OR1 OR2

OR3 NPL SIZE

FHB LIQ RA BD

IBD GDP



–

3 Pearson ROA ROE

OA

OR1

OR2 OR3 ROA ROE

NPL ROA ROE 0.507 0.539

FHB

ROA ROE

RA ROA ROE

RA
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 3

NSP ROA ROE LGR OA OR1 OR2 OR3

NSP -

ROA -0.071 -

ROE -0.246** 0.876*** -

LGR 0.030 0.246*** 0.152 -

OA 0.077 0.489*** 0.379*** 0.063 -

OR1 0.389*** 0.332*** 0.154 -0.013 0.843*** -

OR2 0.040 0.394*** 0.289*** 0.043 0.837*** 0.811*** -

OR3 -0.053 0.086 0.086 -0.145 0.358*** 0.369*** 0.620*** -

NPL -0.127 -0.509*** -0.521*** -0.073 -0.422*** -0.437*** -0.420*** -0.245**

SIZE 0.181* 0.036 0.117 -0.165* 0.295*** 0.435*** 0.315*** 0.276***

FHB 0.000 0.225** 0.268*** 0.082 0.416*** 0.352*** 0.486*** 0.354***

LIQ -0.078 -0.005 -0.018 0.149 0.235** 0.084 0.251*** 0.062

RA -0.219** 0.414*** 0.381*** 0.213** 0.203** 0.016 0.111 -0.053

BD 0.055 -0.136 -0.012 -0.151 -0.151 0.101 -0.070 0.016

IBD 0.107 0.101 0.023 0.147 0.179 0.061 0.194** 0.092

GDP 0.084 0.051 0.079 0.150 0.006 0.049 0.086 0.189
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NPL SIZE FHB LIQ RA BD IBD GDP

NPL -

SIZE -0.537*** -

FHB -0.463*** 0.525*** -

LIQ -0.107 -0.010 0.295*** -

RA -0.075 -0.602*** -0.189* 0.026 -

BD -0.215** 0.517*** 0.297*** 0.074 -0.376*** -

IBD 0.151 -0.243** 0.169* 0.321*** 0.193** -0.338*** -

GDP -0.044 -0.006 0.001 -0.033 0.016 -0.051 -0.003 -

1. NSP ROA ROE LGR

OA OR1

OR2 OR3 NPL

SIZE FHB LIQ RA BD

IBD GDP

2. * ** *** 10% 5% 1% 0

t

4 t ROE

1.584 t = 2.611

OR1

0.078 t = 4.347

0.225 t = 

1.899

RA

 3
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 4 t

t

ROA 0.659 0.618 -0.041 (-0.732)

ROE 9.623 8.039 -1.584** (-2.611)

LGR 5.256 5.671 0.415 (0.755)

DOI

OA 0.167 0.180 0.013 (0.799)

OR1 0.181 0.259 0.078*** (4.347)

OR2 0.191 0.197 0.006 (0.413)

OR3 0.353 0.330 -0.023 (-0.548)

NPL 0.300 0.262 -0.038 (-1.318)

SIZE 28.092 28.317 0.225*** (1.899)

LIQ 0.155 0.147 -0.008 (-0.808)

RA 0.636 0.605 -0.031** (-2.315)

BD 2.528 2.555 0.027 (0.563)

IBD 0.230 0.250 0.020 (1.110)

1. NSP ROA ROE LGR

NPL SIZE LIQ RA BD

IBD

2. DOI OA OR1

OR2 OR3

3. · t * ** *** 10% 5% 1% 0

5

ROA NSP

1 4 1

OA NSP

ROA 0.078 t = 1.725 2

OR1

NSP ROA 0.109 t = 2.131

3

OR2 NSP

ROA 0.060 t = 1.278 4

OR3 NSP

ROA 0.057 t = 1.195
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ROA

NPL ROA

RA

5.186 4.957

4.723 4.330 10

 5

(1) DOI = OA (2) DOI = OR1 (3) DOI = OR2 (4) DOI = OR3

ROA ROE ROA ROE ROA ROE ROA ROE

3.243
(1.407)

0.858
(0.033)

2.030
(0.870)

-17.429
(-0.671)

1.234
(0.539)

-15.620
(-0.619)

-0.219
(-0.097)

-20.090
(-0.832)

NSP
-0.078*

(-1.725)
-1.959***

(-3.827)
-0.109**

(-2.131)
-1.805***

(-3.176)
-0.060

(-1.278)
-1.837***

(-3.574)
-0.057

(-1.195)
-1.907***

(-3.734)

DOI
1.158***

(3.5630)
6.026

(1.636)
0.705**

(2.498)
-0.368

(-0.117)
0.797**

(2.042)
0.442

(0.103)
-0.071

(-0.625)
-1.707

(-1.394)

LGR
0.006**

(1.989)
0.035

(0.970)
0.006*

(1.933)
0.032

(0.864)
0.006*

(1.909)
0.032

(0.881)
0.005

(1.518)
0.020

(0.548)

NPL
-0.967***

(-4.539)
-9.894***

(-4.100)
-0.931***

(-4.247)
-9.657***

(-3.953)
-0.916***

(-4.134)
-9.658***

(-3.954)
-0.927***

(-4.102)
-9.771***

(-4.038)

FHB
0.003

(0.041)
0.284

(0.406)
0.030

(0.478)
0.538

(0.772)
0.011

(0.164)
0.507

(0.701)
0.058

(0.891)
0.741

(1.055)

SIZE
-0.098

(-1.316)
0.046

(0.054)
-0.056

(-0.746)
0.673

(0.803)
-0.033

(-0.447)
0.609

(0.744)
0.021

(0.296)
0.788

(1.015)

LIQ
-1.247**

(-2.609)
-12.898**

(-2.382)
-0.974**

(-2.022)
-10.731**

(-2.000)
-1.048**

(-2.122)
-10.913**

(-2.003)
-0.846*

(-1.716)
-10.859**

(-2.057)

RA
0.440

(0.852)
11.302*

(1.930)
0.832*

(1.642)
15.802***

(2.798)
0.953*

(1.888)
15.407***

(2.767)
1.282***

(2.606)
16.060***

(3.047)

BD
0.022

(0.201)
0.854

(0.689)
-0.065

(-0.606)
0.186

(0.154)
-0.032

(-0.285)
0.245

(0.196)
-0.112

(-1.010)
-0.027

(-0.023)

IBD
0.390

(1.229)
4.697

(1.308)
0.408

(1.249)
4.785

(1.314)
0.376

(1.137)
4.769

(1.308)
0.424

(1.255)
5.198

(1.437)

GDP
0.002

(0.097)
0.215

(0.894)
-0.001

(-0.014)
0.211

(0.864)
-0.004

(-0.164)
0.207

(0.845)
0.005

(0.198)
0.294

(1.181)

Adj-R2 0.468 0.452 0.434 0.436 0.423 0.436 0.400 0.448

1. NSP ROA LGR DOI

NPL FHB SIZE LIQ RA

BD IBD GDP

2. DOI 1 OA 2

OR1 3 OR2

4 OR3

3. · t * ** *** 10% 5% 1% 0
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ROE

1 4 1 OA

NSP ROE

1.959 t = 3.827 2

OR1 NSP

ROE 1.805 t = 3.176 3

OR2 NSP

ROE 1.837 t = 3.574 4

OR3 NSP

ROE 1.907 t = 3.734

ROE

NSP

ROA

6

ROA

1 4 1 OA

0.440 t = 0.923

0.020 t = 2.678

2

OR1

0.094 t = 0.207 0.020

t = 2.569

3 OR2

1.021 t = 1.749

1

0.022 t = 2.797
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4

OR3 0.287

t = 1.288 0.019 t = 2.371

2

4 5 NPL

ROA

ROE

1 4 1 OA

DOINSP 2.784 t = 0.514 LGRNSP

0.231 t = 2.689

2

OR1 DOINSP

1.090 t = 0.217 LGRNSP 0.228 t = 2.637

3

OR2 DOINSP

6.532 t = 1.002 LGRNSP 0.232 t = 2.700

4

OR3 DOINSP

2.665 t = 1.121 LGRNSP 0.223 t = 2.609

2 NPL

L I Q R O E R A

IBD

ROE

 6

(1) DOI = OA (2) DOI = OR1 (3) DOI = OR2 (4) DOI = OR3

ROA ROE ROA ROE ROA ROE ROA ROE

2.996
(1.329)

-2.881
(-0.113)

1.697
(0.742)

-21.213
(-0.833)

1.938
(0.855)

-12.372
(-0.489)

0.054
(0.024)

-18.499
(-0.769)

NSP
-0.053

(-0.539)
-1.281

(-1.141)
-0.028

(-0.238)
-0.889

(-0.679)
-0.147

(-1.169)
-1.922

(-1.367)
-0.056

(-0.561)
-1.660

(-1.566)

DOI
0.951***

(2.526)
4.623

(1.082)
0.657*

(1.820)
-0.923

(-0.230)
0.401

(0.872)
-1.789

(-0.349)
-0.192

(-1.388)
2.856*

(1.939)

LGR
0.023***

(3.339)
0.223***

(2.854)
0.023***

(3.197)
0.216***

(2.757)
0.024***

(3.414)
0.221***

(2.826)
0.021***

(2.969)
0.208***

(2.698)

DOI NSP
0.440

(0.923)
2.784

(0.514)
0.094

(0.207)
1.090

(0.217)
1.021*

(1.749)
6.532

(1.002)
0.287

(1.288)
2.665

(1.121)

LGR NSP
-0.020***

(-2.678)
-0.231***

(-2.689)
-0.020**

(-2.569)
-0.228***

(-2.637)
-0.022***

(-2.797)
-0.232***

(-2.700)
-0.019**

(-2.371)
-0.223**

(-2.609)
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(1) DOI = OA (2) DOI = OR1 (3) DOI = OR2 (4) DOI = OR3

ROA ROE ROA ROE ROA ROE ROA ROE

NPL
-0.911***

(-4.328)
-9.134***

(-3.826)
-0.856***

(-3.949)
-8.800***

(-3.650)
-0.877***

(-4.063)
-9.041***

(-3.752)
-0.826***

(-3.722)
-8.653***

(-3.656)

FHB
-0.012

(-0.205)
0.129

(0.189)
0.017

(0.282)
0.394

(0.578)
0.001

(0.010)
0.368

(0.522)
0.048

(0.751)
0.618

(0.909)

SIZE
-0.090

(-1.229)
0.168

(0.203)
-0.046

(-0.621)
0.792

(0.965)
-0.053

(-0.731)
0.515

(0.632)
0.013

(0.176)
0.736

(0.953)

LIQ
-1.455***

(-3.071)
-14.954**

(-2.782)
-1.124**

(-2.373)
-12.450**

(-2.363)
-1.283***

(-2.680)
-13.204**

(-2.472)
-0.946*

(-1.957)
-12.141**

(-2.354)

RA
0.278

(0.550)
9.579*

(1.668)
0.681

(1.366)
14.081**

(2.540)
0.663

(1.347)
12.728**

(2.317)
1.055**

(2.177)
13.611***

(2.633)

BD
0.063

(0.585)
1.307

(1.072)
-0.027

(-0.255)
0.621

(0.522)
0.006

(0.057)
0.707

(0.575)
-0.079

(-0.726)
0.370

(0.318)

IBD
0.501

(1.612)
5.917*

(1.677)
0.504

(1.565)
5.880

(1.642)
0.432

(1.349)
5.588

(1.565)
0.497

(1.502)
6.119*

(1.733)

GDP
-0.016

(-0.721)
0.016

(0.064)
-0.017

(-0.768)
0.018

(0.072)
-0.021

(-0.930)
0.015

(0.062)
-0.007

(-0.290)
0.149

(0.588)

Adj-R2 0.497 0.480 0.461 0.465 0.470 0.470 0.436 0.485

1. NSP ROA LGR DOI

NPL FHB SIZE LIQ RA

BD IBD GDP

2. DOI 1 OA 2

OR1 3

OR2 4 OR3

3. · t * ** *** 10% 5% 1% 0
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