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Abstract 

This paper investigates whether the financial ratios retrieved by financial 
statements would affect different risk indexes for banking industry, and tries to find 
the factors disclosed in financial statements would influence these risk indexes. By 
way of this empirical research, several important results are found as follows: First of 
all, banks with the higher capital adequacy ratio would have the lower financial risks; 
thus, this empirical finding supports the request of raising capital adequacy ratio by 
government authority. Secondly, banks try their best to improve the quality of 
customer service in order to increase the proportion of service fee income in their 
operating revenues due to the concern of decreasing operating risks. Thirdly, pre-tax 
earning has negative effect on operating leverage, but has positive effect on financial 
leverage. This empirical result shows the increase of pre-tax earning would low down 
operating leverage, but lift up financial risks. It might imply that these banks increase 
their pre-tax earnings by paying the price of employing higher financial leverage. 
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� Ë y 9 MS �7 � � | ] � qh - ý � R� Ë y 9 C n - . RFG � � ¯ 

��������� � �  � � �  � � �  � � �   

7 � � � ` � � \ ü � � ö . R¯ 
!!!!����""""# $ % & ' (# $ % & ' (# $ % & ' (# $ % & ' (  

{ C 
 � � J A i ¢ � � c � 
 Æ Ç � � M[ Î Ï A i J � 7 Ä <M� Á �

È R ´ � ±° ´ � ±° � } È b I Ø � ¯ 

!!!!����"""") * + , �  ' () * + , �  ' () * + , �  ' () * + , �  ' ( (Multiple Regression Models) 

7 8 ¼ ¬ �ß � � � � 9 : D E S T C n - . FGH I q · ê Z õ E J K

L <¯Wn �ª ª � È �S � È Rr ö MWn X Y [ � È � �R < §¨ j w  k

<M  k <� Û È É [\ � y K L c1. K L ´ � � � ± Ç : J � � <¯2. K L
Æ Ç È É J � � <¯3. K L  è Ï + J � � <¯S �7 � �¬ � Û È H I S þ
ÜVariance Inflation Factor; VIFÝ¶ L � È < R  k <� Á M³ VIF± � n 5M@
N ª � È R  k < Ó Ô � D � _ M· �| } � �  k <fR � È � § � � ö . �

�MS �7 8 } � ¶ L  k < ä M� ö . Á � Ü R�ß � � � � M7 � � � / w

� Ü [ � � Á ³ Á � � � ! � È M[9 : � �ë < ³�³RA i q · Z � Û ¯ 

!!!!----""""Logit + , �  + , �  + , �  + , �  (Logit Regression Models) 

Wn �� � � b = > � �R± � w × � M
 [[ Logit � � � Ü 9 : �� �
� b = > � �	& � È �= > ² i Rr × <¯Logit � � � Ü � � J � J w n �
® e ª ´ � p @ ´ ô � g J � �  è M§¬ � ¶ L & � È a � j i � ¹ á � È <

Rr ö Md & � È F × U ~ � � 0� 1̄ S �� � �(DOL)�= > � �(DFL)R È
±R � = � Á ­ � Mn ql & � È � U ~ y 9 Ü M�� � � � ó ÜFG­ � ÝÅ

� U 0<DOL<[ t È Mw �e �   ( ó ] U 0Md � ¡ ] U 1}= > � �­ � ó
ÜFG­ � ÝÅ � U 0<DFL<[ t È Mw �e �   ( ó ] U 0Md � ¡ ] U 1¯
/ l � ³RA i � � x � ! � È [ Logit � � � Ü � � ¯ 

----����� � . / � 0 1� � . / � 0 1� � . / � 0 1� � . / � 0 1  

7 � �C ` U ) M c q x ñ - . b 1 2 � a £ ¤ R- . M� �ë < U 2002
³ù 2004³R1 2 < J A i M3  ñ * 29 ¢ x ñ - . M� ³ Á s Ç  87 ª £
7 3 ¤ ± d̄ [ � J � ¥ � J A i ñ ª) M � Â o ? M- . j . °. � °A; �

# p @°Ì K p @ b = >  k b ` 	 Æ Ç A i ñ ª1 2 < > Æ Ç ¦ ` Mx ñ J ë

� ª£ V AB 3 á § M i . ² i ° j . ² ° & ¨ 3 ¤ . � °A7 g h i (BIS)	
A i ñ ª1 2 � 	 © 6 Û M� � a � H È â ã A i ñ ª) M Y $ > � 
 M£ ¤ A

7 3 - °X � A7 ° ª « ] ® J ë �� ª£ ¤ ¬ ­ A i b ® ¯ ° ¯ ± ² � Æ ¯ 
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 � �� � � � � 	 
 � �� � � � � 	 
 � �� � � � � 	 
 � � (RVaR) 
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7 � � ì ¬ - . J � � � � Á U � � F G H I M9 : � � � � � = > ² i R

��������������������������������������������������������
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 � � ���� �� � � � � � �� � 
��� � � � � �	

�� )��  ! " 	
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� � � � �	 
 ��� 
 � -
=DOL  

������������� � � �� � � �� � � �� � � � (Degree of Financial Leverage����DFL) 

= > � � q H - . J A 1 � © [ d ´ # 
 µ J ² � MS ´ # ì Ò 0 ¬ U ¶

ÅM�   � < ì K Z · m � ; � MÛ « ¸ ì ; � � ; }7 � � ì ¬ - . J = > �

� Á � U = > F G H I M9 : = > � � Á � = > ² i R r × < ¯ 

 ( )����� � ��

� � ��

-
=DFL  

���� ������������� � � 
 �� � � 
 �� � � 
 �� � � 
 � ����� � � �� � � �� � � �� � � � (β)  

³ ³ � Æ < F G q H e Y $ ? § S 3 
 � Â S T J t ; � � Û J � � ª̄ « A ;

? § ± � Æ < F G K L R � � × [ "β"Ê \ 5 ö È � @ NMβ � @   ñ ÷ ? § � ;

e s t � Mª « A ; ? § R � & � Á M�7ª«aUC�ÆFGJ¹º<M³ a

UJ β� n 1M� @oaUJ � d � ; ² ñ ÷ � d � ; �MU ­ � » J � A $ ¼ }

� β�n 1 JaU � d � ; ² ñ ÷ � d � ; U �M§ ¬ U ­ 7 GJ � A $ ¼ ¯ imR
  & � È M pmR U ª � È M[(1) U � � � Ü � � M½ i^ 7 U �ÆFG(β)¯ 

 � � � imεβα ++= pmimimim RR      ………………………(1) 

³ ³ ³ d [  

  imR c� m ³R iaa� ? § i 

³ ³ ³ pmR c� m ³R � � a� H È ? § i 

 ³ imε c � @ ¾ � ^  

���� ����    ����! " � �! " � �! " � �! " � � (coefficient of variation����CV) 

� �� �� �� � 7 � � ì ¬ � ÛöÈ ¤ � ªaa� � Û� Á � � } a� R � Û¯ 

 %100×=
im

spim
im X

CV
σ

 

 spimσ c� ia w m ³Ja� IØ �  

 imX c� ia w m ³ � } a�  
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####$$$$% & � ' (% & � ' (% & � ' (% & � ' (  
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pM� � 0 µ � � ² i S ³� �M� } È W 2002 ³ µ � � J 6.47%ù 2004 ³�

�ù 13.11%M� � Ì K �Z S ³� � Ë Ì¯ 

w � Ë � � � r MA 7 g h i � } À Á | w 10%[x Mi. ² ib & ¨ 3 ¤

. � ² i� ³ � S ³\ pM Â d q i. ² W 2002 ³ � } ± 5.6%ù 2004 ³ � }

± U 2.9%MöS � Ã U � h - . Ä / Å 1Mª 1999 ³ � V W Æ � p�j � Ø Ù

i° Ç G � < � � l- . � < � � iW 5%pU 2%° ù Å - . lj � Ø Ù i�

� < � ip�
 � �R � K » È � U � h 3 % Å 1} ù Å � ( Á - . 2003 ³ 7
M [� li ë . � ² ipU 2.5%M� �³ © fn 2.5% ó lN O � A Ê s R R �

V [ Ô É i. ² ipù 2.5%J� I¯ 

w � Ë y 9 � r Mj . ² i°C [ �? < . � ² i � } È Z S ³ W ç b `M

S� � ³R . � ì iU , ] ³ � ­ �R 2 Ø µ · ¸ � - µ . � ² ib / 0 <.

� ² iZ S ³� �b `¯ 

w & � È � r Ma� ? § FG± °a� ? § Þ CFG± b � ÛöÈ R � } È

Z S ³\ p Ë ÌM� \ 5 öÈ 2002 ³� n 1 @ N ­ ñ ÷ t ; �M2003°2004 ³

\ 5 öÈ �n 1M@ N È > ³R a� ­ ñ ÷ t ; � W̄ n � � � � n = > � � R

Å � röb - . R � < ì K � � � Û É �M
 [ Ç : Q R ± � �   ­ � M
 [ �

} ± °IØ � R � Û< ­ �¯ 
          ³ ³ @ 1  ¿ 
 ÆÇ �              � � �%�� � �  

� � � � � � !   
" # � 2002$ 2003$ 2004$ 2002$ 2003$ 2004$ 

% & ' (  6.63 5.17 5.04 1.13 1.58 1.87 

) * + , - . / �, - 0 (  6.47 12.13 13.11 4.47 12.89 6.34 

1 & ' (  4.23 2.03 1.76 5.27 1.30 1.14 

2 3 4 5  -3,774.83 1,571.97 3,844.66 11,732.59 5,690.35 5,943.55 

6 7 8 9 (  11.31 10.82 11.77 5.21 4.45 4.95 

: % 0 (  5.67 4.14 2.90 4.19 2.96 2.00 

; < = > % & 0 (  3.37 1.84 0.95 3.01 1.89 1.04 

1 % 0 (  87.62 86.48 85.31 21.23 19.02 19.07 

�? @ A �% & . % & 0 (  21.59 21.56 19.59 20.81 19.84 16.62 

B C D E . % & 0 (  26.90 28.25 29.15 13.23 13.73 14.09 

F G �H �
I  7.71 6.24 6.05 2.35 1.21 1.36 

F G �H J ��
I  92.05 67.86 42.56 80.35 77.96 33.61 

/ K L M  11.36 -23.11 15.51 38.46 196.98 33.57 

�N L M  -0.54 2.07 0.08 2.84 7.74 7.68 

O P Q � 0.83 1.04 1.02 0.23 0.27 0.36 

# R Q � 15.87 12.10 10.88 9.73 6.12 5.47 
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 � � * � � � + , - . �� ) � � 
 � � * � � � + , - . �� ) � � 
 � � * � � � + , - . �� ) � � 
 � � * � � � + , - . �  

7 � ) W - . a� ? § FG± � U ¤ � FGR H IM9 : d �- . = > ? @

x Á ^ � ` Ì K r °� Ë � � b � Ë y 9 R r× <M� ® � Ü e ¯ 
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/ 0 #/ 0 #/ 0 #/ 0 #����aU ? § FG± �= > ? @R r× < 

VaR= f( . � ì i°� � 0 µ � < � � ² i°j � ì i°� � Ì K °A 7 g h i°

i. ² i°& ¨ 3 ¤ . � ² i°j . ² i°C [ �? < . � ² i°· ¸ µ . � ²

i) 

W @ 2 [ § [ 2002 ³R � � 0 µ � < � � ² i�a� ? § FG± Z � Þ

r¯E ³R j � ì i�a� ? § FG± Z � Þ r}� 2003 ³Ji. ² i Ê Ô z

10%J õ E 2 Ø M̈ CÞ r<� h M> ó & Ú � Þ rMw � Ë � � r � r M2002
� 2004 ³ Á � 6 õ E Þ r<M§¨ q SU a� ? § JFG± ­ Ú n � A x JH

IM� �K L a� JST ø � M
 [· ¸ µ . � J² iM� w q � ` K L ST }

� � 2003 ³R · ¸ µ . � ² i�a� ? § FG± � D � Þ rM§¨ q W n � Ã

R f Q ì i¸ � ST M« · ¸ µ - . ¸ � J² _ � �M2003 ³ 4 M a � SARS
äMa� H È Z e Ë J Ì X Mq [w v t ; < R FG± �§¨ Û D R � �
 ®  ̄
³ ³ 7 � � �� � ! � È � 9 : � ³ Á R A i q · S�< D E �Z � ÛM è õ

N j � ì ibC [ �? < . � ² i�a� ? § FG± Z � Þ rM�� � Ì K Z �

Þ rM�� ³A i � 6 õ E � Û
�
¯ 

@ 2  aU ? § FG± X Y  è Í � @ 
2002$ 2003$ 2004$ 

" # � 
] ^ _ `  a bc d  ] ^ _ `  a bc d  ] ^ _ `  a bc d  

% & ' (  + b + b + b 

) * + , - . / �, -

0 (  
- 0.1 c d  - b + b 

1 & ' (  + 0.01 c d  + b - b 

2 3 4 5  - b - b + b 

6 7 8 9 (  - b - b + b 

: % 0 (  + b + 0.1 c d  + b 

; < = > % & 0 (  - b + b + b 

1 % 0 (  + b + b + b 

�? @ A �% & 0 (  + b + b + b 

B C . % & 0 (  + b + 0.05 c d  + b 

 





$$$$� � � � � 	 
 � � * � � � + , - . �� � � � � 	 
 � � * � � � + , - . �� � � � � 	 
 � � * � � � + , - . �� � � � � 	 
 � � * � � � + , - . �  

³ ³ 7 � [a� ? § FG± �oa R � } a� R Þ CA i � U ¤ � FGR H

IM9 : d �= > ? @A B R röM� ® � Ü ~ ¯ 

/ 0 �/ 0 �/ 0 �/ 0 �����a� ? § Þ CFG± �= > ? @R r× < 

RVaR= f( . � ì i°� � 0 µ � < � � ² i°j � ì i°� � Ì K °A 7 g h i°

i. ² i°& ¨ 3 ¤ . � ² i°j . ² i°C [ �? < . � ² i°· ¸ µ . � ²

i) 
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�
e f - $g h i j # �h k l m n o p q m Wr s f - $g �i j # �t p q m W�u v w i

j # �� F x y c z Wv { $h 6 | } ~ c d � h ! R � 
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 W @ 3 [ § [ M2002b 2003 ³R j � ì i�a� ? § Þ CFG± Z õ E �

Þ rM� ^  è §� z ã � Ü e R  è M�� � 0 � � µ � � ² i�a� ? § Þ

CFG±   6 õ E Þ r¯2003 ³ & ¨ 3 ¤ . � ² ib 2003 b 2004 ³R i. ²

i�a� ? § Þ CFGZ õ E � Þ rMÎ % ² U B SU � Ã ù Å lp�� < � b

j � Ø Ù iR � K » È � U � h 3 % Å 1M � ù Å 2003 ³Á ¢ - . i. ² � p

ù 2.5%J� IMS� i. ² W 2002 ³ù 2003 � 2004 ³ Á Z � X c \ pM« a

� ? § Þ CFG± � D b E � \ p Ë Ì 7̄ X Y  è M� � 2002b 2004 ³ Á �

6 õ E Þ rM2003 ³R · ¸ µ . � ² i�a� ? § Þ CFG± � É � Þ rM�

� Ü e R X Y  è Þ E ¯ 

³ ³ 7 � � �� � ! � È ² ­ � ³ Á R �< � è Mõ N . � ì i°j � ì i°i

. ² i°& ¨ 3 ¤ . � ² i°j . ² i°[ �? < . � ² ib · ¸ µ . � ² i�

a� ? § Þ CFG± Z � Þ r¯� � Ü e ² ­ M� j � ì ibC [ �? < . � ²

i ¡ Z õ E Þ r � Md � �a� ? § Þ CFG± ê Z Þ r<Jª � È � �MÏa

� ? § Þ CFG± �� � Ì K � 6 õ E Þ r� � Ü e D E M�� ³A i � 6 õ E

<J � Û¯ 

@ 3  aU ? § Þ CFG± X Y  è Í � @ 
" # � 2002$ 2003$ 2004$ 

 ] ^ _ `  a bc d  ] ^ _ `  a bc d  ] ^ _ `  a bc d  

% & ' (  + b - b + b 

) * + , - . / �, -

0 (  
- b + b + b 

1 & ' (  + 0.05 c d  + 0.01 c d  + b 

2 3 4 5  + b - b - b 

6 7 8 9 (  - b - b - b 

: % 0 (  + b + 0.05 c d  + 0.01 c d  

; < = > % & 0 (  + b + 0.05 c d  + b 

1 % 0 (  + b - b + b 

�? @ A �% & 0 (  + b + b + b 

B C . % & 0 (  + b + 0.01 c d  + b 

 

����$$$$� � � �� � � �� � � �� � � � $$$$� � � � * � � � + , - . �� � � � * � � � + , - . �� � � � * � � � + , - . �� � � � * � � � + , - . �  

³ ³ 7 � [� � � � b = > � � � U ¤ � FGR H IM� «� ® � Ü � b � Ü �

9 : � � � � °= > � � �= > ? @R r× <¯ 

/ 0 
/ 0 
/ 0 
/ 0 
����� � � � �= > ? @R r× < 

DOLÐ f( . � ì i°� � 0 µ � < � � ² i°j � ì i°� � Ì K °A 7 g h

i°i. ² i°& ¨ 3 ¤ . � ² i°j . ² i°C [ �? < . � ² i°· ¸ µ .

� ² i) 

 í @ 4 � � � � �= > ? @R Logit X Y  è § [ M2002b 2003 ³R j �

ì i�a� ? § Þ CFG± Z õ E � Þ rM� ^  è § z ã � Ü e R  è M��
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� 0 � � µ � � ² i�a� ? § Þ CFG±   6 õ E Þ r¯2003 ³ & ¨ 3 ¤ .

� ² i°2003b 2004 ³R i. ² i�a� ? § Þ CFG ¡ Z õ E � Þ rM7 �

� ² U B SU � Ã ù Å lp�� < � bj � Ø Ù iR � K » È � U � h 3 % Å

1M � ù Å 2003 ³Á ¢ - . i. ² � pù 2.5%J� IMS� i. ² W 2002 ³

ù 2003 � 2004 ³ Á Z � X c \ pM« a� ? § Þ CFG± � D b E � \ p Ë

Ì¯7 X Y  è M� � 2002 b 2004 ³ Á � 6 õ E Þ rM2003 ³R · ¸ µ . �

² i�a� ? § Þ CFG± � D � Þ rM� � Ü e R X Y  è Þ E ¯ 

³ ³ 7 � � ��� � ! � È ² ­ � ³ Á R �< � è Mõ N . � ì i°j � ì i°

i. ² i°& ¨ 3 ¤ . � ² i°j . ² i°[ �? < . � ² ib · ¸ µ . � ² i

�a� ? § Þ CFG± Z � Þ r¯� � Ü e ² ­ M� j � ì ibC [ �? < . �

² i ¡ Z õ E Þ r � Md � �a� ? § Þ CFG± ê Z Þ r<Jª � È � �MÏ

a� ? § Þ CFG± �� � Ì K � 6 õ E Þ r<� � Ü e D E M�� ³A i � 6

õ E <J � Û¯ 

³ ³ W n � � � � b = > � � R ± � O �MDOL ´ � ± U -1038.75° ´ �± U

175.46MDFL ´ � ± U -20.28°́ �± U 28.98Mq [¬ w ÆJ � � � V §¨ Û Z
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³ ³ í @ 4 [ �§ * [ M� � � � �� � Ì K b � � 0 µ � � J² i D � Þ rM

d B S Ö q ³ o1 2 j k Z fJ� � � � bÚ × Å � K R � � 0 Ju ¢ M� §[

« o£ ¤ R � � � � §[U R \ pM�U p�o£ ¤ R � � FG �̄ � W � ! �
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� ¬ � Û õ b M��o1 2 j k R A 7 g h i D � Þ rM� X Y  è �Z s 	 R
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, ³ � ) M � Â JD Ö Ú MÈ É � A 6 5 J\ e M® « ì i Û \ � Ü M
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i ��ÆFGR é + < � D z Mq · U = ? A i U â ã A i M� \ 5 öÈ �a�
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% & ' (  - b + b + b 

) * + , - . / �, - 0 (  - b + b + b 

1 & ' (  - b - 0.01 c d  - 0.05 c d  
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öÈ �U � �M� É S§¨ Ö q 2002 ³ Á Jì i � Ì q Û \ � J Ë ÌM� Å j

ì iS Þ _ 
 ù Å M6 � ¨ [ N pMS� È É j � ì i� CV D � Jrö¯ùn

2004 ³JA i Md Î ³ � � A 6 5 J ß à M ³ q - . l . � ì i ¨ [u fM§

¨ 6 � Z m n d y ì Ju ¢ M� �§¨ « - . r 	 . � D h JFG¯ 

³ ³ C 2002 ³JA i � h M � ÛöÈ �i. ² i D � Þ rM � @i. ² ­ fJ
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 ¤ � JFGU R x ¢ Mùn � ÛöÈ

�d 5 � Ë � � R r× <� ­ U m à ¯ 

³ ³ � ÛöÈ � 2004 ³C [ �? < . � Z � Þ rMW n 2004 ³R ) M Ö Ú §¨
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V X Y R  è Þ E ¯ 
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2 3 4 5  - b - b - b 
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d � ¹ á � È � \ 5 öÈ R r× < ¡ D �M7 � � ² U öS \ 5 öÈ J 6 � w n

¤ � ªa ? § Þ Cn � ¥ H È ? § J � ; � Á M
 [�ª« - . R = > ? @A B

J Þ r< � �C � * ­ �¯ 

w � � FG � r M[� ³= ? A B R Logit � �  è * [ M� � � � �= >

� � ¡ �� � Ì K Z r× <̄ � � � � � r �� � � � b � � 0 � � µ � < � �

² iU � Þ rM@ N   � � � � b � � 0 � � � ��M� � � � Û \ pM� � F

G� D R p�¯= > � � � r �� � � � Z � Þ rM@ N   £ ¤ � � � � � �

�M& U £ ¤ = > � � � ¬ @b M
 [£ ¤ = > FG� �¯E e � r = > � � �

A 7 g h i D � Þ rMA 7 g h ifJ1 2 j k Md ªZ A 7 µ FG< A ; ² i

fM@ N - . = > � � Ú n ­ �J � Á M  � Þ CJ= > FG­ � �̄ = � � ã
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� ¥ Þ CR FGH I-BetaöÈ �= ? B Ò & U 6 r¯ 

@8 U a y � Ü �� � ! � È äR Í � X Y  è M õ N � ³A i � 6 õ E �

Û¯[� ³é � = > ? @A B �FGH IR r× <� h MaU ? § FG± � � Û
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a� ? § FG± [� ³ â ã A i L Y � � Ì K bC [ �? < . � ² i�K L E
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� � a� Þ C? § FG± � å � � � S ³ � � X Y  è Þ E � MR Z d 5 ê

Þ r<JK L Sþ M� . � ì i°j . ² ibC [ �? < . � ² i B̄ � S ³ Þ

r<� Ú ß à J \ 5 öÈ M[� ³ â ã A i X Y  è , q 6 õ E Þ rM@ N ��

¥ Þ CR FGH I-BetaöÈ �= ? B Ò & U 6 r¯ 
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0.05
c d  + 

0.01
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