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The Relationship between the Operating Structure and
Operating Performance of the Agricultural Bank of Taiwan

Advisor : Dr. Ente Hsu

: Dr. Hunghua Pan
Graduate Student Name: Chihchun Chiang
Graduate Student No.: G02430201

Abstract

The mission of the Agricultural Bank of Taiwan (ABT) is to stabilize the
agricultural finance system. The core function of the ABT is to legally accept
redeposits from farmers’ and fisheries associations. However, due to the large
pressure from interest burdens of redeposits, the profitability of ABT is inferior to
domestic banks for a long time. To improve its profitability, the ABT has developed
many new policies to change its operating structure and solve various financial
difficulties. In this paper, the term “operating structure” refers to income
diversification and the loans-to-assets ratio. In that context, this study examined the
relationship between operating structure and operating performance from 2009 to
2013.The empirical results indicated that the ABT’s operating performance was
lower than that of non-ABT banks when the ABT pursued diversification. The
results also indicated that when the ABT had a higher loans-to-assets ratio and
higher loan quality, there were no differences in operating performance between the
ABT and non-ABT banks. In addition, the hypotheses of the study were examined
by matching sample, which yielded consistent results. The results of the study imply
that it would be better for the ABT to focus on its main business and not shift
toward diversification.

Keywords: The agricultural bank of Taiwan, Operating structure, Loans-to-assets
ratio, Income diversification.
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% 4-3 fzit su3t 4 (N=186)

i’ T L Q1 ¢ Q3
ROA 0.528 0.571 0.24 0.435 0.72
DIV 0.421 0.087 0.374 0.453 0.492
TRA 0.592 0.150 0.537 0.611 0.686
LQ 2.868 2.858 1.22 2.128 3.226
SHNON 0.372 0.152 0.260 0.358 0.479
TA(R =) 9,624.406 9,079.640 2,644.107 6,042.183 15,029.580
GW 0.378 2.971 0.023 0.051 0.097
RBC(%) 12.992 4,280 11.04 11.9 13.47
BRA 88.952 63.650 43 81 128
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% 4-5 1p B T2 BcaEL

58 ° ROA AGRI DIV TRA LQ SHNON SIZE GW RBC BRA GBK
ROA 1.000

AGRI -0.113 1.000

DIV 0.100 -0.030 1.000

TRA -0.408™"  -0.394™"  -0.225"" 1.000

LQ 0.32577  -0.107 0.120 -0.099 1.000

SHNON 0.406™"  0.000 0.669°"  -0.555 0.2337" - 1.000

SIZE 0.012 0.028 0.179" -0.120 -0.065 0.026 1.000

GW 0.051 -0.014 0.065 -0.035 0.2627"  0.138"  -0.065 1.000

RBC 0.4607" -0.086 -0.077 -0.144" 0.143" 0.3097 -0.206" = -0.042 1.000

BRA -0.123° -0.228" 0.070 02517 -0434" -0.2157" 0.79177  -0.106 -0.309™"  1.000
GBK -0.198™" 02747  -02187 0232 -0.144" -0.31377 0.494™"  -0.068 0.017 0.482°"  1.000
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LoA-6fcF bR B ol B2 P 2 5 % (N=186)

ROA, = &, + &,DIV,, + &, AGRI + 2, AGRI x DIV, + &, SHNON,, + &, SIZE,,

4
+a,GW,, +,RBC, + 2,BRA +2,GBK + YT+,
y=1

ROA
g U e’ ks tiE p i
Intercept -2.155 1.521 -1.420 0.164
DIV ? -0.855 0.824 -1.040 0.306
AGRI ? 0.775 " 0.274 2.820 0.007
AGRIx DIV —(H1) -1.916™ 0.442 -4.330 0.000
SHNON ? 1.2917 0.596 2.170 0.037
SIZE + 0.075 0.083 0.910 0.371
GW + 0.002 0.006 0.290 0.773
RBC + 0.054"" 0.019 2.900 0.006
BRA ? 0.001 0.001 0.600 0.554
GBK — -0.295" 0.143 -2.060 0.046
Year Dummies ? yes yes yes yes
a, +a, - 27717 0.731 -3.790 0.001
Adjusted R 0.375
LSBT E
ROA FAEME
DIV e F S
AGRI BEEE
SHNON EE IR aT
SIZE R
GW FASEF
RBC F A A
BRA WANEE & ;i
GBK TORALET

Year Dummies & B & ¥k
YA LR 10%AERE S T AR R DR FORE T AT R 1% FRF -
¢ & 4 st % E £ 5 Cluster robust standard errors i3 it 3 % -
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FRESEEE AR N2 FEBERENL 4T 2 4T %K ER
L2 TR Y B B2 § 8% T & Adjusted R? 5 0.455 0 B
7 HCA fe i R AF e
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p-value<0.05) » # T A EFH LA F 0 LF Forf K0 LR FEFIE AR
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F AT AR g £ 2 i 8 IS Y ol B 2 @ % (N=186)

ROA, = A3, + BDIV, + B,AGRI + B,AGRI x DIV, + BTRA+ LQ

+ B,AGRI x TRAx LQ + 8,SHNON,  + A,SIZE,, + B,GW,,

4
+ ﬂlORBCi,t + ﬂllBRA,t + ﬁlZGBKi,t + ZTy &,
y=1

ROA
23 Y i g ° 1R 2g tiE p i
Intercept 0.732 1.760 0.420 0.680
DIV ? -0.198 0.892 -0.220 0.826
AGRI ? -0.174 0.388 -0.450 0.656
AGRIx DIV —(H1) -1.280" 0.584 -2.190 0.034
TRA ? -1.429" 0.549 -2.600 0.013
LQ ? 0.022 0.022 1.020 0.313
AGRIx TRAX LQ +(H2) 0.773 0.950 0.810 0.421
SHNON ? 0.415 0.729 0.570 0.572
SIZE + -0.029 0.085 -0.340 0.734
GW + 0.000 0.006 0.040 0.966
RBC + 0.052"" 0.014 3.760 0.001
BRA ? 0.002 0.001 1.160 0.254
GBK - -0.118 0.116 -1.020 0.315
Year Dummies ? yes yes yes yes
B+ p, — -1.477 1.026 -1.44 0.158
Adjusted R? 0.455
LT A
ROA FAEPS
DIV HeE S
TRA PrHEERE
LQ e Tl
AGRI BEEE
SHNON LA AT E W E
SIZE GRS
GW FALE
RBC F A S
BRA AR S
GBK AR = BN
Year Dummies &R Ei%¥#k -

LR 10%EFORE ; TA LB SWREE KR AT SR 1% EKE o
% Cluster robust standard errors 2 & 33 %5 o

i

TR A AP RTLEE
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FABREERURHAGIE S
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54 Bl B2

% & % (N=72)

ROA, = &, +&,DIV,, + &, AGRI + &, AGRI x DIV,, + &z, SHNON, , + ¢z, SIZE,,

4
+a,GW,, +a,RBC, + 2,BRA, +,GBK + YT +¢,
y=1

ROA
i e R o ti p i
Intercept 4.078 2.870 1.420 0.176
DIV ? -1.080 1.237 -0.870 0.396
AGRI ? 4506 1.497 3.010 0.009
AGRIx DIV —(H1) -1.744™ 0.643 -2.710 0.016
SHNON 1.231 0.907 1.360 0.195
SIZE + -0.356" 0.185 -1.930 0.073
GW + 0.015 0.011 1.360 0.193
RBC + 0.180°" 0.056 3.230 0.006
BRA ? 0.011™ 0.005 2.450 0.027
GBK = 2,957 0.964 -3.070 0.008
Year Dummies ? yes yes yes yes
a, +a, S -2.825" 1.363 -2.070 0.056
Adjusted R 0.375
LSBT E
ROA FAEPS
DIV HeE SR
AGRI BEEE
SHNON U RS
SIZE R
GW FASEF
RBC F A A
BRA WANEE & ;i
GBK AR SN
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2AOR ¥ B A HAF R ER L2 GRS TELY Sl BT B %
(N=72)

ROA, = A, + BDIV, + B,AGRI + B,AGRI x DIV, + BTRA+ LQ
+ B,AGRI x TRAx LQ + 8,SHNON,  + A,SIZE,, + B,GW,,

4
+ ﬂlORBCi,t + ﬂllBRA,t + ﬁlZGBKi,t + ZTy &,
y=1

ROA
B’ AL S L tis pic
Intercept 3.438 3.552 0.970 0.348
DIV ? -0.852 1.418 -0.600 0.557
AGRI 2 3.616" 2.046 1.770 0.097
AGRIx DIV — -1.642" 0.843 -1.950 0.070
TRA 2 -0.302 0.864 -0.350 0.731
LQ 2 0.023 0.021 1.120 0.279
AGRIx TRAX LQ + 0.515 1.847 0.280 0.784
SHNON ? 0.992 1.135 0.870 0.396
SIZE + -0.296 0.206 -1.440 0.171
GW + 0.008 0.011 0.790 0.444
RBC + 0.154" 0.064 2.410 0.029
BRA ? 0.010° 0.005 2.070 0.056
GBK — -2.452" 1.212 -2.020 0.061
Year Dummies ? yes yes yes yes
B+ B £9 -2.494 1.916 -1.300 0.213
Adjusted R? 0.353
LR T A
ROA T AP
DIV LA B
TRA G EinL E
LQ e Tl
AGRI RELRE
SHNON AL E e E
SIZE R
GW FASLF
RBC F AL
BRA AR
GBK AR I =
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