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BB 1S

(2007) 1Z19854E 20 5 20024F £ TD K 1) x5 14
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ZBORMESRAT & L CERBISERT, HEEgH A
AT, PEEERSEATIREL SN, EAWEE
AT CE LR TR Y 27 NEANOE S
s 2T A o7 72, 19954E 12
(o N RGRAT I & R SR TR S S 7,
AU &) EETEESRAT I O FE B O AR HNHEE
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A S ICKREENDYH L, T2, &
MT5EYHRAETNREETDEE ) 7N,
=TT A YT, SRS Y — TS
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M- B (2000) & DEA o 360 % $4% <
AL TWD,

BB 1S

THNHEER 2 ET 5o WHEE—EDREILE
TOSATH MR TEHEL TV EHEICDA
FHDHEY) &2 5N b, DEORITEIIIRE
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W\ L7257 — % 13 Bureau van Dijk £t
?D 7 — % N — 2 Bankscope D7 — ¥ ZFIH L
2o TDOT — 5 NX— A0 5 RAT O 7 B
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BEMEL T b 720 R EIC BT 5 EBRERDE
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BRI ESAT O S WIS N 2 BT E 3712 R %2 T 5 72D HEEDE N & Vo 72
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# 4 DEA OHHIER

NERL ATH A a7 | NEfz AT Aa7

1 JbRiAT 1.67 16 Y7427 1.07
2 Standard Chartered 1.59 17  DBS 1.01
3 RKHERAT 1.47 18 HSBC 1.00
4 R REAT 1.45 18 EHBEERAT 1.00
5  FRRAT 1.43 18 WhsERAT 1.00
6 ZCHEIRTT 1.38 18 ABN AMRO 1.00
7 TBRESRAT 1.37 18 JRHEE AT 1.00
8  RMIFERRAT 1.36 18 HERAEGT 1.00
9  ELHAT 1.29 | 24 AV 34T 0.99
10 HEDERIEAT 1.28 | 25  HrmgRAT 0.99
11 sEPERT 1.21 26 OCBC 0.95
12 BSERAT 1.18 27 UOB 0.89
13 HEFEERT 1.18 28 MNFERAT 0.73
14 HUINSRAT 1.16 29  EEREHESAT 0.68
15 HERGRIT 1.16
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This study investigates the effects of the entry of foreign banks into the Chinese market.
Existing studies focus on equity participations of foreign banks as a strategic investment in Chinese
banks. However, studying different modes of entry is also indispensable to outline the functioning
of the Chinese banking industry. Since April 2007, foreign banks have begun establishing
subsidiaries to conduct renminbi business on a full scale.

There was a fear that the entry of foreign banks in addition to the entry of the World Trade
Organization in 2001 would adversely affect the Chinese banking industry. These effects include
higher competition and a scramble for customers among new entrants. Foreign banks pose a
threat to local banks because of their competitive advantages such as superior management and
high-quality financial products and services.

However, can we actually analyze the advantage of foreign banks over Chinese local banks? This
paper aims to answer this question. First, we confirm the positions of foreign banks in the Chinese
market on the basis of new reports and the financial data of these banks. This investigation shows
that commitments toward China are different among foreign banks. Second, comparing the
financial ratio of foreign and local banks demonstrates that foreign banks have no cost advantage
and cannot expand their credit volume fully. Third, we use data envelopment analysis and calculate
the efficiency of banks operating in China. The measured results do not reveal the advantages of
foreign banks. This result is different from the ex-ante prediction. Although we have some
reservations regarding this result, restrictions on approval by financial authorities oriented toward
industrial protection might influence the competitiveness of foreign banks. Furthermore, foreign
banks are not allowed to expand credit unlike local banks ever since the 2008 global financial crises.

Thus, this situation also may affect the calculation of the efficiency of banks.



