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Abstract

This thesis investigates the existence of bank-lending channels and the
impact of bank capital and financial holding company on the bank lending of
monetary policy in Taiwan using panel data analysis with quarterly data for 24
domestic banks for the period 1999Q3 to 2011Q4. The empirical study shows
that there is no significant evidence to support the existence of bank lending
channels. Moreover, there is a significantly positive effect of bank capitals on the
bank lending and it thus supports the existence of the bank capital channel. The
evidence also confirms a significantly negative correlation between the bank
lending and the transformation cost of the bank’s balance sheets. In particular,
the negative correlation is enhanced by the regime of the financial holding
companies (FHC).

In the categorization of large banks, the empirical results show that the
bank-lending channel is also nonexistence and the effect of bank capitals on the
bank lending is positive and significant. In the small banks, empirical evidences
do not support both the existences of bank lending channels and bank capital
channels. Furthermore, the effect of non-deposit funding on the bank lending is
significantly negative and the FHC system reinforces the influence of the
short-run investment and non-deposit funding on the bank lending.

The implication of these findings is that by managing and adjusting its
financial positions (e.g., assets, liabilities, or equities), both of large- and
small-size banks may be able to offset the impact of monetary policy on the bank

lending.

Keywords: Lending channel; Bank capital; Financial holding company; Panel data;

Monetary Policy
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AlogL;y = a + B1AlogD; + B, Aip + f3AlogY; + B4 AlogINVS;, + [sAlogT Dy,

3
+ Z )/JSDJ ¥ Eit
j=1
3l =
AlogL;; = a + B1AlogD; + B, Aiy + f3AlogY: + B4AlogINVS;, + [BsAlogT D+
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