VOoLUME No. 6 (2015), | ssue No. 05 (MAY) | SSN 0976-2183

INTERNATIONAL JOURNAL OF RESEARCH IN
COMMERCE & MANAGEMENT

£ 3

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories
Indexed & Listed at:
Open J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)],
The American Economic Association's electronic bibliography, EconLit, U.S.A.,
Index Copernicus Publishers Panel, Poland [FililICIVAINEIGHSION &. number of libraries all around the world.
Circulated all over the world & Google has verified that scholars of more than 4255 Cities in 176 countries/territories are visiting our journal on regular basis.
Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI — 135 003, Yamunanagar, Haryana, INDIA

http://ijrcm.org.in/




VoLUME No. 6 (2015), | ssue No. 05 (M AY) I SSN 0976-2183

CONTENTS

Sr. TITLE & NAME OF THE AUTHOR (S) Page
No. No.
1. INVESTIGATING THE IMPACT OF TAIWAN'S REAL ESTATE BOOM TO THE BANK'S FINANCIAL 1
PERFORMANCE
CHENG-WEN LEE, CHIA-JUI PENG & WEN-CHUAN FU

2. RELIGIOSITY EFFECTS: PREDICTORS OF SAVINGS AND INVESTMENT AMONG MUSLIMS IN INDIA 6
MOHAMMED SHAKEEL

3. OCCUPATIONAL ROLE STRESS IN BANKING SECTOR: A REVIEW OF LITERATURE 13
BULBUL KAR & DR. BISWADEEP MISHRA

4. EFFECTS OF THE GLOBALIZATION ON INDIAN ECONOMY 19
MOHD. IRFAN & DR. ANIL KUMAR YADAV

5. GREEN BUILDING IN INDIA: A MOVE TOWARDS SUSTAINABILITY 22
SHERIN CYRIAC & JITHIN JOY

6. FINANCIAL PERFORMANCE OF DISTRICT CENTRAL CO-OPERATIVE BANKS (DCCBs) IN HARYANA 27
HARDEEP KAUR

7. |A STUDY ON CUSTOMER PERCEPTION TOWARDS THE SERVICES OFFERED IN RETAIL BANKING BY 32
SOUTH INDIAN BANK VADAVALLI BRANCH, COIMBATORE CITY
LINDA MARY SIMON

8. |TOWARDS THE NEED OF EFFICIENCY - SEEKING FDI FOR A FASTER AND MORE INCLUSIVE GROWTH IN 35
INDIA
B. N. LALITHCHANDRA

9. |ANALYSING INSOLVENCY RISK OF SELECTED INDIAN PUBLIC AND PRIVATE SECTOR BANKS THROUGH 39
CAMEL PARAMETER
MUKESH KESHARI

10. | GENERAL PRACTICES OF CONSUMERS DURING PURCHASE AND USE OF TEXTILE PRODUCTS: A SURVEY 48
REPORT
DR. MINAKSHI JAIN

11. |INDIA IS AGEING: ARE WE PREPARED? 52
SNEHA BHAT

12. |ANALYSIS OF PERFORMANCE OF MAHATMA GANDHI NATIONAL RURAL EMPLOYMENT GUARANTEE 54
ACT (MGNREGA) WITH REFERENCE TO THE STATE OF HARYANA
GEETIKA

13. |THE INFLUENCE OF ORGANIZATIONAL CULTURE AND ORGANIZATIONAL COMMITMENT ON 58
STRATEGIC LEADERSHIP, JOB SATISFACTION AND PERFORMANCE OF REGIONAL WORK CIVIL UNITS
EMPLOYEES IN MALUKU TENGGARA BARAT REGENCY, MALUKU PROVINCE

BALTHASAR WATUNGLAWAR & BUDIMAN CHRISTIANANTA

14. |OWNER FACTORS AFFECTING THE GROWTH OF MICRO AND SMALL ENTERPRISES (MSEs) IN ETHIOPIA: 66
A CASE STUDY IN SHIRE INDASELASSIE TOWN, TIGRAY
HAFTOM HAILE ABAY, DR. FISSEHA GIRMAY TEMANU & ARAYA HAGOS GEBREEGZIABHER

15. |AN EMPIRICAL STUDY OF RURAL CUSTOMER’S SATISFACTION AND CONSUMER AWARENESS FROM E- 73
BANKING IN INDIA WITH SPECIAL REFERENCE TO BRAHMAVAR
MALLIKA A SHETTY & SUMALATHA

16. |FINANCIAL ANALYSIS OF FOREIGN DIRECT INVESTMENT COMPANIES IN INDIA 78
DR. T. MADHU SUDANA

17. |STATUS OF MUSLIM WOMEN ENTREPRENEUR IN INDIA: A MUSLIM MINORITY COUNTRY 85
DR. SABIHA KHATOON

18. |NOVICE TO SPECIALIST - THROUGH TRAINING AND DEVELOPMENT 89
MIHIR DILIP KALAMBI

19. |THE FOUR CORNERS OF POLLUTER PAYS PRINCIPLE IN INDIA 94
SAMEER RAMNATH CHAVAN

20. |COMPARATIVE STUDY OF NON-PERFORMING ASSETS AMONG PUBLIC SECTOR BANKS 97
AMAN GROVER
REQUEST FOR FEEDBACK & DISCLAIMER 107

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VOoLUME No. 6 (2015), | ssue No. 05 (MAY) | SSN 0976-2183

CHIEF PATRON

PROF. K. K. AGGARWAL
Chairman, Malaviya National Institute of Technology, Jaipur
(An institute of National Importance & fully funded by Ministry of Human Resource Development, Government of India)
Chancellor, K. R. Mangalam University, Gurgaon
Chancellor, Lingaya’s University, Faridabad
Founder Vice-Chancellor (1998-2008), Guru Gobind Singh Indraprastha University, Delhi
Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar

FOUNDER PATRON

LATE SH. RAM BHAJAN AGGARWAL
Former State Minister for Home & Tourism, Government of Haryana
FormerVice-President, Dadri Education Society, Charkhi Dadri
FormerPresident, Chinar Syntex Ltd. (Textile Mills), Bhiwani

CO-ORDINAITOR,
DR. SAMBHAV GARG
Faculty, Shree Ram Institute of Business & Management, Urjani

ADVISORS

PROF. M. S. SENAM RAJU
Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi
PROF. M. N. SHARMA
Chairman, M.B.A., HaryanaCollege of Technology & Management, Kaithal
PROF. S. L. MAHANDRU
Principal (Retd.), MaharajaAgrasenCollege, Jagadhri

EDITOR,

PROF. R. K. SHARMA
Professor, Bharti Vidyapeeth University Institute of Management & Research, New Delhi

CO-EDITOR.

DR. BHAVET
Faculty, Shree Ram Institute of Business & Management, Urjani

EDITORIAL ADVISORY BOARD

DR. RAJESH MODI
Faculty, YanbulndustrialCollege, Kingdom of Saudi Arabia
PROF. SANJIV MITTAL
UniversitySchool of Management Studies, GuruGobindSinghl. P. University, Delhi
PROF. ANIL K. SAINI
Chairperson (CRC), GuruGobindSinghl. P. University, Delhi

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VOoLUME No. 6 (2015), | ssue No. 05 (MAY) | SSN 0976-2183

DR. SAMBHAVNA
Faculty, I.I.T.M., Delhi
DR. MOHENDER KUMAR GUPTA
Associate Professor, P.J.L.N.GovernmentCollege, Faridabad
DR. SHIVAKUMAR DEENE
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga

ASSOCIATE EDITORS

PROF. NAWAB ALI KHAN
Department of Commerce, Aligarh Muslim University, Aligarh, U.P.
PROF. ABHAY BANSAL

Head, Department of Information Technology, Amity School of Engineering & Technology, Amity
University, Noida
PROF. V. SELVAM
SSL, VIT University, Vellore
PROF. N. SUNDARAM
VITUniversity, Vellore
DR. PARDEEP AHLAWAT
Associate Professor, Institute of Management Studies & Research, MaharshiDayanandUniversity, Rohtak
DR. S. TABASSUM SULTANA
Associate Professor, Department of Business Management, Matrusri Institute of P.G. Studies, Hyderabad

DR. JASVEEN KAUR
Asst. Professor, University Business School, Guru Nanak Dev University, Amritsar

TECHNICAL ADVISOR.

AMITA
Faculty, Government M. S., Mohali

FINANCIAL ADVISORS

DICKIN GOYAL
Advocate & Tax Adviser, Panchkula
NEENA
Investment Consultant, Chambaghat, Solan, Himachal Pradesh

LEGAL ADVISORS

JITENDER S. CHAHAL
Advocate, Punjab & Haryana High Court, Chandigarh U.T.
CHANDER BHUSHAN SHARMA
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri

SUPERINTENDENT

SURENDER KUMAR POONIA

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VoLUME No. 6 (2015), | ssue No. 05 (M AY) I SSN 0976-2183

CALL FOR MANUSCRIPTS

We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the areas of
Computer Science & Applications; Commerce; Business; Finance; Marketing; Human Resource Management; General Management; Banking;
Economics; Tourism Administration & Management; Education; Law; Library & Information Science; Defence & Strategic Studies; Electronic
Science; Corporate Governance; Industrial Relations; and emerging paradigms in allied subjects like Accounting; Accounting Information
Systems; Accounting Theory & Practice; Auditing; Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting;
Econometrics; Economic Development; Economic History; Financial Institutions & Markets; Financial Services; Fiscal Policy; Government & Non
Profit Accounting; Industrial Organization; International Economics & Trade; International Finance; Macro Economics; Micro Economics; Rural
Economics; Co-operation; Demography: Development Planning; Development Studies; Applied Economics; Development Economics; Business
Economics; Monetary Policy; Public Policy Economics; Real Estate; Regional Economics; Political Science; Continuing Education; Labour
Welfare; Philosophy; Psychology; Sociology; Tax Accounting; Advertising & Promotion Management; Management Information Systems (MIS);
Business Law; Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business; Health Care Administration;
Labour Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-Profit Organizations; Office
Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational Development;
Production/Operations; International Relations; Human Rights & Duties; Public Administration; Population Studies; Purchasing/Materials
Management; Retailing; Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation;
Tourism & Hospitality; Transportation Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer Aided Design (CAD);
Computer Aided Manufacturing; Computer Graphics; Computer Organization & Architecture; Database Structures & Systems; Discrete
Structures; Internet; Management Information Systems; Modeling & Simulation; Neural Systems/Neural Networks; Numerical
Analysis/Scientific Computing; Object Oriented Programming; Operating Systems; Programming Languages; Robotics; Symbolic & Formal Logic;
Web Design and emerging paradigms in allied subjects.

Anybody can submit the soft copy of unpublished novel; original; empirical and high quality research work/manuscript anytime in M.S. Word
format after preparing the same as per our GUIDELINES FOR SUBMISSION; at our email address i.e. infoijrcm@gmail.com or online by clicking
the link online submission as given on our website (FOR ONLINE SUBMISSION, CLICK HERE).

GUIDELINES FOR SUBMISSION OF MANUSCRIPT

1. COVERING LETTER FOR SUBMISSION:

DATED:
THE EDITOR
IJRCM

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF

(e.g. Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/Education/Engineering/Mathematics/other, please specify)
DEAR SIR/MADAM

Please find my submission of manuscript entitled * ’ for possible publication in your journals.

| hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published elsewhere in any language fully or partly, nor is it under review
for publication elsewhere.

| affirm that all the authors have seen and agreed to the submitted version of the manuscript and their inclusion of names as co-authors.

Also, if my/our manuscript is accepted, |/We agree to comply with the formalities as given on the website of the journal & you are free to publish our contribution in any of
your journals.

NAME OF CORRESPONDING AUTHOR

Designation

Institution/College/University with full address & Pin Code

Residential address with Pin Code

Mobile Number (s) with country ISD code

WhatsApp or Viber is active on your above noted Mobile Number (Yes/No)
Landline Number (s) with country ISD code

E-mail Address

Alternate E-mail Address

Nationality

NOTES:

a) The whole manuscript is required to be in ONE MS WORD FILE only (pdf. version is liable to be rejected without any consideration), which will start from the
covering letter, inside the manuscript.

b) The sender is required to mention the following in the SUBJECT COLUMN of the mail:
New Manuscript for Review in the area of (Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/
Engineering/Mathematics/other, please specify)

c) There is no need to give any text in the body of mail, except the cases where the author wishes to give any specific message w.r.t. to the manuscript.

d) The total size of the file containing the manuscript is required to be below 500 KB.

e) Abstract alone will not be considered for review, and the author is required to submit the complete manuscript in the first instance.

f) The journal gives acknowledgement w.r.t. the receipt of every email and in case of non-receipt of acknowledgment from the journal, w.r.t. the submission of
manuscript, within two days of submission, the corresponding author is required to demand for the same by sending separate mail to the journal.

g) The author (s) name or details should not appear anywhere on the body of the manuscript, except the covering letter and cover page of the manuscript, in the
manner as mentioned in the guidelines.

2. MANUSCRIPT TITLE: The title of the paper should be in a 12 point Calibri Font. It should be bold typed, centered and fully capitalised.

3. AUTHOR NAME (S) & AFFILIATIONS: The author (s) full name, designation, affiliation (s), address, mobile/landline numbers, and email/alternate email address should
be in italic & 11-point Calibri Font. It must be centered underneath the title.

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VoLUME No. 6 (2015), | ssue No. 05 (M AY) I SSN 0976-2183

4. _: Acknowledgements can be given to reviewers, funding institutions, etc., if any.

5. _: Abstract should be in fully italicized text, not exceeding 250 words. The abstract must be informative and explain the background, aims, methods, results &
conclusion in a single para. Abbreviations must be mentioned in full.

6. -: Provide the appropriate Journal of Economic Literature Classification System code (s). JEL codes are available at www.aeaweb.org/econlit/jelCodes.php

7. _: JEL Code must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic order separated by commas and full

stops at the end.

8. _: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It must be prepared on a single space and single
column with 1” margin set for top, bottom, left and right. It should be typed in 8 point Calibri Font with page numbers at the bottom and centre of every page. It should be
free from grammatical, spelling and punctuation errors and must be thoroughly edited.

9. _: All the headings should be in a 10 point Calibri Font. These must be bold-faced, aligned left and fully capitalised. Leave a blank line before each heading.
10. _: All the sub-headings should be in a 8 point Calibri Font. These must be bold-faced, aligned left and fully capitalised.
11. _: The main text should follow the following sequence:

INTRODUCTION

REVIEW OF LITERATURE
NEED/IMPORTANCE OF THE STUDY
STATEMENT OF THE PROBLEM
OBJECTIVES

HYPOTHESES

RESEARCH METHODOLOGY
RESULTS & DISCUSSION

FINDINGS
RECOMMENDATIONS/SUGGESTIONS
CONCLUSIONS

LIMITATIONS

SCOPE FOR FURTHER RESEARCH
REFERENCES
APPENDIX/ANNEXURE

12. _: These should be simple, crystal clear, centered, separately numbered & self explained, and titles must be above the table/figure. Sources of data
should be mentioned below the table/figure. It should be ensured that the tables/figures are referred to from the main text.

13. _: These should be consecutively numbered in parentheses, horizontally centered with equation/formulae number placed at the right. The
equation editor provided with standard versions of Microsoft Word should be utilized. If any other equation editor is utilized, author must confirm that these equations
may be viewed and edited in versions of Microsoft Office that do not have the editor.

14. _: These should not be used in the abstract. The use of acronyms is elsewhere is acceptable. Acronyms should be defined on first use in each section: Reserve
Bank of India (RBI). Acronyms should be redefined on first use in subsequent sections.

15. _: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised references in the preparation of
manuscript and they are supposed to follow Harvard Style of Referencing. Also check to make sure that everything that you are including in the reference section is cited
in the paper. The author (s) are supposed to follow the references as per the following:

d All works cited in the text (including sources for tables and figures) should be listed alphabetically.

i Use (ed.) for one editor, and (ed.s) for multiple editors.

i When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending order.

d Indicate (opening and closing) page numbers for articles in journals and for chapters in books.

d The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, dissertations, reports, working papers,
unpublished material, etc.

d For titles in a language other than English, provide an English translation in parentheses.

d Headers, footers, endnotes and footnotes may not be used in the document, but in short succinct notes making a specific point, may be placed in number orders following

the references.

BOOKS
4 Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.
hd Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.

CONTRIBUTIONS TO BOOKS

d Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited by David Crowther & Nicholas
Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303.
JOURNAL AND OTHER ARTICLES

4 Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Journal of Urban Economics, Vol. 21, No.
1, pp. 83-104.

CONFERENCE PAPERS

° Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Association, New Delhi, India, 19-23

UNPUBLISHED DISSERTATIONS

i Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra.

ONLINE RESOURCES

° Always indicate the date that the source was accessed, as online resources are frequently updated or removed.

WEBSITES

i Garg, Bhavet (2011): Towards a New Natural Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/

Vi




VoLUME No. 6 (2015), | ssue No. 05 (M AY) I SSN 0976-2183
INVESTIGATING THE IMPACT OF TAIWAN'S REAL ESTATE BOOM TO THE BANK'S FINANCIAL
PERFORMANCE

CHENG-WEN LEE
PROFESSOR
DEPARTMENT OF INTERNATIONAL BUSINESS
CHUNG YUAN CHRISTIAN UNIVERSITY
TAIWAN

CHIA-JUI PENG
RESEARCH SCHOLAR (Ph. D.)
COLLEGE OF BUSINESS
CHUNG YUAN CHRISTIAN UNIVERSITY
TAIWAN

WEN-CHUAN FU
RESEARCH SCHOLAR (Ph. D.)
COLLEGE OF BUSINESS
CHUNG YUAN CHRISTIAN UNIVERSITY
TAIWAN

ABSTRACT
This paper mainly discusses the persistent impact to the bank's financial performance caused by Taiwan ruling authorities’ policy in inhibiting housing prices. By
vertical and horizontal data we observe the changes in bank's financial panel data smooth transition regression(PSTR) model. First, the sustained financial
performance expressing nonlinear smooth transition results is supported, and the threshold values at the transition variables regarding the scores of
comprehensive trend in housing prices and the rate of the loan burden are determined. Secondly, it is proved that government should be gentle in implementing
policy to curb housing prices. If lowering housing prices rapidly, it will cause financial performance of banks with a low degree of continuity; that is: financial
performance of banks will entirely affected by exogenous circumstances, and present an unstable state.

KEYWORDS

Housing Prices Comprehensive Trend Scores, Loan Burden Rate, PSTR, Threshold Values, Transition Variables.

1. INTRODUCTION

ound banking system can promote the country's economic growth and development (Levine, 1997; Jindal and Garg 2013). Except to provide social

capital as an intermediary bridge, banking sector plays a key role for more stable economic development. In recent global financial crisis, the banking

system in each country suffered, and cause great and far-reaching impact to economic development, all this unpleasant fact was highlighted and
triggered by the corruption of real estate lending system. But seeking profits is always the business objective for banks, and profitability of the bank is the
capability indicator, indicating whether banks are operating profitable after against bad debt losses and able to prevent the erosion of capital. Therefore, it
becomes more and more important to the relevant authorities of every country, investors and management of banking sector about how to grasp the situation
in terms of overall changes in banking system operating profit.
Bank makes profit through the converting process of selling liabilities (deposits) and purchasing assets (loans) (Mishkin, 2001). Bank absorbs depositors’ deposit
as the main source of its funds, and is termed as the entrusted business; and then grants the absorbed funds as loans to those who need funds, and is termed
the credit business. Due to the specialty in nature and public-interest in purpose for the banking sector, in pursuit of profit, banks must maintain adequate
liquidity to cope with customer demand for withdrawals and loans, as well as to ensure the safety and avoid losses, because most of the funds used by the banks
are deposits from the community. Despite the requirements imposed on the bank's management in cooperation and under the supervision of government
policy, banks are still considering continuing to create earnings, but considerable differences exist, compared with the general business solely seeking in
maximizing its profits. Therefore, the study of changes in the profitability and earning sustainability are necessary surplus for the banking sector decision-
makers.
There are many reasons that affect the sustainability of bank’s earnings. In addition to the ruling authorities’ policy factors, researchers also find the cyclical
recession cycle of real estate sector and loan repayment capacity chattel directly affect the financial performance of the banking sector. For example, in their
study, Arshadi and Lawrence (1987) found that the main factors affecting the profitability of banks are operating costs, deposit growth rate, lending decisions,
and deposit interest rates; and a significant correlation exists between interest income and return on assets. Oikarinen (2009) reported there is a strong two-way
interaction between housing prices and stocks of mortgage banking loans. When the housing market is booming, the time to process mortgage loans will be
increased, and when is slumping, the time to process mortgage loans will be reduced, all of which will inhibit the number of bank’s lending, reduce bank profit
margins. Guynn (2010) argued the analysis of the relationship between bank’s financial performance and housing loans is very important, because the operating
risk of banks often comes from excessive real estate loans, and thus the fluctuations of both real estate loans and housing prices are the major factors in dealing
with the crisis in the banking business. Based on Regret Theory, Wong (2011) deduced that there is a positive relationship between bank spreads and default
loss, but insignificant relationship between bank spread and probability of default, resulting in adversely affect and change to bank profitability and stability. In
his study, Hott (2011) found that banks are often the victims of the housing crisis: when real estate prices are up, banking sector can make a higher than average
level of profits; on the contrary, when real estate prices are down, banking sector suffer a higher operating loss. Tsai (2013) used the Cobb-Douglas utility
function to explain that there exist a positive replacement effect in bank spread, and also proved that bank spread is the main factor influencing the profitability
of bank sector. Peni et al (2013) described those banks with higher governance mechanisms can reduce losses from the real estate loans and possess a higher
profitability. The empirical results offered by Barth et al (2013) show that the operating efficiency of banks is highly correlated with government fiscal and
monetary policy transparency, and banking supervision based on market demand, but the government's strict restrictions on the mode of bank’s operation will
bring adverse effect to operating efficiency of banks. Kalidoss and Ravikumar (2014) described houses as an integral part of the family, and therefore
government authorities continually offer new mortgage incentives, in order meet the house demand from both urban and rural population.
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In order to safeguard the rights of the people to live, government authorities often make use of public power to suppress housing prices or offer a variety of
mortgage incentives, and these policies tend to affect bank profitability and sustainability of financial performance. The objects of previous studies mostly
concentrated in major advanced countries, such as US and European countries, but the small economies of regional countries were rarely covered. The object of
this study is in Taiwan, because Taiwan is a small and open economy, and can provide comparative literature at the reference. In recent years, Taiwan's ruling
authorities utilize both monetary and fiscal measures to curb the rapid surge of housing prices, in order to response to the grievances from many people.
Regarding the monetary policy, due to the tremendous impact of adjusting lending rates, and had better not to rush in implementing it, in 2010 Taiwan began to
implement a regional selective credit controls®. Regarding the fiscal policy, in 2011, Taiwan began to implement a special sales tax’, in order to reduce the room
for pushing up housing prices by speculators and to maintain the stability of the real estate market price. Although the real estate prices will be curbed through
reducing market demand by the policies mentioned above, bank’s profitability in real estate loans is also bound to be affected. Therefore, this paper try to study
the sustainability of bank’s financial performance in Taiwan, by using the housing prices comprehensive trend scores® as a surrogate variable to the fiscal policies
to curb housing prices, and loan burden rate® a surrogate variable to the monetary policies. By utilizing all these transition variables, the extent of the impact of
government policies affecting bank’s profits can be further analyzed, and the study results ban be used as references for policy adjustment by the ruling
authorities.

In reviewing the existing literature, the empirical results obtained are often derived only from internal data such as bank costs and breach of contract, as well as
from external message such as overall economic variables, in order to analyze the influencing factors that trigger changes in the bank's financial performance.
But how the government’s real estate policies will change bank’s profitability cannot be fully captured by this line of study. Therefore this study employs the
research model that is different from those used in previous literature. Through the empirical research in the time-lag sustainability of bank’s financial
performance, the research model with the analytical capability to trace the policy direction can be established. With this model, the banking sector can truly
understand the degree of impact they face, in order to take more effective measures to response.

The remaining sections of this paper are as follows: Section 2 describes the research methods and empirical models. Among them, the overall trend scores of
housing prices and loan burden rate are used as the transition variables, as the substitutions for government’s fiscal and monetary policies. Section 3 describes
the empirical results about the connections between the financial sustainability of banking sector in Taiwan and government’s policies. Section 4 summarizes
and makes conclusions.

2. RESEARCH METHODS
In this paper, by referring to the panel smooth transition regression model proposed by Gonzalez et al. (2004, 2005), the optimal time-lag ROA (Return On
Assets) is used as explanatory variables, and both housing prices overall trend scores and loan burden rate are used as the transition variables, in order to
investigate the sustainability of bank's financial performance, as well as the correlation between bank's financial performance and these transition variables,
especially whether these transition variables deliver nonlinear aspect of smooth transfer effect to bank performance. Therefore, an empirical model is
established as follows:
n n

ROA =u + X ajROA  + X BjROA F(qiy.c |+e

it = it=]  j=1 it—] t j it

(1)

ROA ROA u

it represents return on assets of each individual bank; It is the optimal time-lag ROA by using time-step regression to filter; s the fixed effect of

Fla;y.c
& t j
explanatory variables, describing the heterogeneity of explanatory variables under different conditions; It for the error term, and ! for the

q

transition function, where t is the transition variables, 4 the speed of transition, c the transition threshold, and F(*) Function a continuous function. In the
calculation process regarding PSTR model, the three steps testing about non-linear calibration, parameters conformance test, and heterogeneity test will be
conducted, in order to carry out the model examination and testing.

! Selective credit control is one of the central bank's monetary policy tools. It means tools to manage a particular bank credit flows and traffic. The central bank
may take selective credit controls, including five categories: securities margin ratio control (for various types of loans related to securities transactions , the
Central Bank may control the percentage of loans and provisions turnover), consumer credit regulation (referring to the Central Bank appropriately restricts
installment credit payment), real estate credit control (referring to the Central Bank set up the loan ceiling that bank can give to the buyers in new residential or
commercial housing purchases), import credit control (referring to limit funding imported, to maintain the balance of international payments), and interest rate
controls (referring to set up different lending interest rates for different industries, in order to guide the funds to transfer different investment direction. In June
24, 2010, Central Bank in Taiwan implemented the selective credit control, and Taipei City and 10 small cities under New Taipei City (Panchiao City, Sanchong,
Chungho, Yungho, Hsinchuang City, Sindian, Tucheng City, Luzhou City, Shulin City, Hsichih City) were selected. In these areas, the family households already
have a house, when buying a second house, the amount of mortgage loan is limited to 70% of the house purchase price, no grace period is granted, and not be
permitted to increase the amount of other loans. In December 30, 2010, another three cities under New Taipei City called Sanhsieh, Linkou and Tanshui were
included in the selective credit control areas, and the limit of mortgage loans to second house was cut from 70% to 60%. In June 27, 2014, another four
administrative regions (Wugu District, Taishan District, Bali District and Yingge District) under New Taipei City, and four administrative regions (Taoyuan City,
Luzhu City, Chungli City and Kameyama Township) under Taoyuan County were included in selective credit control areas. In addition, the limit of mortgage loan
to the third is limited to 50% island-wide. The criteria in evaluating house with high-level-price is adjusted, and limit of mortgage loan is reduced 50%, so as
corporate account in purchase of residential loans is also limited to 50%.

%In June 1, 2011 the Taxation Bureau of Ministry of Finance announced the new rule that for those selling their houses with the holding period shorter than one
year, a 15% special sale tax will be levied based on the actual transaction price; if the holding period is between one to two years, the tax rate is reduced to 10 %.
® This score is compiled by referring to "Taiwan's consumer confidence score" compiled by Economic Development Research Center of the Central University in
Taiwan, and "consumer confidence score" compiled by US Economic Conference Bureau. With the middle of the house-buyers’ tendency as the index reference
point (100), various weight-points will be given to house-buyers on the judging housing price up or down. The score is between 0-200 points.

* This rate is compiled by referring to "Taiwan's consumer confidence score" compiled by Economic Development Research Center of the Central University in
Taiwan, and "consumer confidence score" compiled by US Economic Conference Bureau. With the middle of the house-buyers’ tendency as the index reference
point (100), various weight-points will be given to house-buyers on the judging housing price up or down. The score is between 0-200 points.

Before 3nd quarter of 2012, the estimate values of buildings collateral made by the Foundation of Joint Credit Rating Center are used. Since the third quarter of
2012, the data such as the real estate deal prices reported, the database of the personal comprehensive income tax return compiled by Taxation Information
Center of the Ministry of Finance, interest rates of new housing loans reported by five major local banks and announced by Central Bank, are used. The limit of
housing loan rate is 70%, 20-year amortization of principal and interest, and then the housing loan burden rate is calculated by dividing the median of monthly
amortization of principal and interest with the median of monthly household disposal income.
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The jumping processes in the threshold model proposed by Hansen (1999) are modified by Gonzélez et al. (2004, 2005) into smooth transition processes. This
model adds a transition function, mainly describing in the vicinity of the threshold values that generate smoothing interval transition processes, and its Logistic
function model can be depicted as follows:

-1
m

F 2 =1+ - - ith >0 d <..<

(thCj) [ eﬂo( 1/J.I11(qt clﬂ with y an cl ¢

c=(c,---Cp)

(2)

In the above formula, is the location parameter for the “m spatial vector”. Whether m = 1, 2, 3, Y is the value always affects the slope of

function. When V' = © ,the graphics of function F() will become steeper, and its significance approximates structural change in a single point of time,

y -0

showing leap phenomenon. When ,function F() is approximately as linear function, and its structural change is not obvious, and the value of function

F() is between 0 and 1.
As to a transition function, it is usually to set m = 1 or m = 2. When m = 1, it becomes the logistic model. If the data areas are divided into two sections, when q =

¢, then F() =0.5; when q is positive infinity, then F() - 1; when q is negative infinity, then F() - 0. When m = 2, it becomes the exponential model. If we

C
assume O'Ls 2 and y approaches infinity, the transition function with different transition rate, can be divided into three sections.

3. EMPIRICAL RESULTS

3.1 SELECTION OF VARIABLES

The return on assets (ROA) based on earnings before interest, tax, depreciation and amortization (EBITDA) of 14 listed financial holding companies in Taiwan are
employed as the explained variables. These 14 listed financial holding companies include Hua Nan Financial Holdings, Fubon Financial Holdings, Cathay Financial
Holdings, China Development Holdings, E.SUN Financial Holdings, Yuanta Financial Holdings, Mega Financial Holdings, Taishin Financial Holdings, Shin Kong
Financial Holdings, Waterland Financial Holdings, SinoPac Financial Holdings, CTBC Financial Holdings, First Financial Holdings, and Jih Sun Financial Holdings. The
research period is from the first quarter of 2008 to the third quarter of 2014, data sources are from the Banking Bureau under the Financial Supervisory
Commission in Taiwan.

Explanatory variables are the optimal time-lag variables of the explained variables, and are filtered through the step-wise panel regression model by using one to
six period time-lag data of the explained variables. The empirical results are shown in Table 1, and time-lag period 1, 2, 4, 5 are evidenced as with the most
explanatory power, and regarded as the appropriate explanatory variables.

In addition, in this paper the housing prices comprehensive trend scores and loan burden rates are selected as surrogate variables to measure the effectiveness
of the fiscal policies to curb housing prices taken by government authorities, and are also used as the transition variables in this study structure, in order to
analyze the sustainability of bank's financial operating performance under the policies to curb housing prices mentioned above, as well as the existence of a
smooth transition of bank’s financial performance scenarios.

TABLE 1: PANEL STEPWISE REGRESSION
Variable | Coefficient | Std. Error | t-Statistic | Prob.

ROA(-1) | 0.5311 0.0556 |9.5554 | 0.0000
ROA(-4) | 0.4762 0.0483 |9.8562 | 0.0000
C 0.2017 0.0367 |5.4930 | 0.0000
ROA(-5) | -0.1964 | 0.0530 |-3.6994 |0.0003
ROA(-2) | -0.0989 [0.0472 [-2.0919 |0.0373

3.2 PANEL UNIT ROOT TESTS

Because continuous time series data can be used to explore the relationship between the current period and past periods, the results are used to predict future
efficiency trend, and thus can be provided to decision makers for their use before making decisions. But the data structure must be stable and steady-state, in
the long term the errors in every period will be off-set each other, and the expected value becomes zero, in order to avoid bias results. Therefore, it must be
tested before the study whether the variables used are in a given state. In this paper, in order to strengthen the precision of examination, four different panel
unit-root test will be employed. From the empirical results shown in Table 2, all variables are under the level, and mean that at least three or more unit-root
tests are passed. It can be inferred that for each variable there is no divergent circumstances, with steady-state convergence properties. Then the PSTR model
proposed by Gonzalez et al. (2004, 2005) is applied by using housing prices comprehensive trend scores and loan burden rate respectively as transition variables,
in order to analyze the nonlinear effects of persist changes between ROA of the 14 financial holding companies and their optimal time-lag variables.

TABLE 2: PANEL UNIT-ROOT TESTS

Variable L.L.C. I.P.S ADF PP

ROA -8.7141%** | -8.2351*** | 122.5620*** | 119.9620***
[0.0000] [0.0000] [0.0000] [0.0000]

Housing prices comprehensive trend scores | -1.1952 -5.2246*** | 73,9698*** 62.8341%**
[0.1160] [0.0000] [0.0000] [0.0002]

Loan burden rates -8.8526*** | -8.4232*** | 115.3510*** | 37.3134
[0.0000] [0.0000] [0.0000] [0.1121]

Notes:

1. []represents the p value of Unit-Root Test under normal situation.

2. the null hypothesis of every Unit-Root Test is all with Unit-Root.

3. Levin,Lin and Chu(2002)L.L.C Unit-Root Test . Im, Pesaran and Shin(2003)I.P.S Unit-Root Test. Said and Dickey (1984) augmented Dickey-Fuller (ADF) Test.
Phillips and Perron (1988) P.P Unit-Root Test.

4. *** and *** denote significance at 10%, 5% and 1% levels, respectively.

3.3 LM TEST FOR REMAINING NONLINEARITY

In PSTR test, we first utilize three different ways to test whether the nonlinear relationship exists. When the null hypothesis is rejected, it indicates the presence

of non-linear relationship between the variables, and has a threshold value. We try at different intervals state, and continue to increase the number of tests until

the existence is reached when the increase in the threshold value is rejected. From the test results shown in Table 3, the linear detections clearly reject the null

hypothesis regarding the linear relationship between the variables. The explanatory model with different threshold values in different intervals is established,

when using housing prices comprehensive trend scores and mortgage loan burden rates as the transition variables, and the test results are no remaining

nonlinearity.
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TABLE 3: LM TEST FOR REMAINING NONLINEARITY

Transition variable Housing prices comprehensive trend scores | Mortgage loan burden rates
Number of Location Parameters | m=1 m=2 m=1 m=2
Ho: r=0, LM 49.140 (0.000) | 94.873 (0.000) | 36.615 | (0.000) | 46.640 | (0.000)
Hy:r=1 LMF 13.448 (0.000) | 14.912 (0.000) | 9.697 (0.000) | 6.303 (0.000)
LRT 52.641 (0.000) | 109.242 | (0.000) | 38.675 | (0.000) | 50.054 | (0.000)
Ho: r=1, LM 108.689 | (0.000) | 24.061 (0.002) | 12.209 | (0.016 | (-)
Hy:r=2 LMF 35.515 (0.000) | 2.957 (0.003) | 2.928 (0.021) | ()
LRT 128.152 | (0.000) | 24.861 (0.002) | 12.427 | (0.014) | (-)
Ho: r=2, LM 5.568 (0.234) | (-) 5.622 (0.229) | (-)
Hy: r=3 LMF 1.301 (0.269) | (-) 1.306 (0.268) | (-)
LRT 5.610 (0.230) | () 5.667 | (0.225) | ()
¢

Notes:(-):One of the estimated threshold values located outside the sample range of housing prices comprehensive trend score or mortgage loan burden
rate .m represents the number of intervals exist. R represents the number of threshold value.
In the model with the housing prices comprehensive trend score as the transition variable, there are three resultss m=1,r=1, m=1,r=2, m=2,r=1.
However, there are only two results: m =1, r=1and m =1, r = 2, when with the mortgage loan burden rates as the transition variable. Followed by AIC (Akaike
information criterion) and BIC (Bayesian information criterion) the optimal model is determined. From the comparing the results shown in Table 4, we select m =
1, r =1 as the optimal in the two models.

TABLE 4: DETERMINATION OF THE NUMBER OF LOCATION PARAMETERS

Transition variable Mortgage loan burden rates Housing prices comprehensive trend scores
Number of Location Parameters m=1 m=1 m=2 m=1 m=1

Optimal Number of Thresholds r *(m) | 1 2 1 1 2

Residual Sum of Squares 34.2106 | 35.2173 | 51.3178 | 42.2702 42.3168

AIC -2.2717 | -2.2829 | -1.9144 | -1.9726 -2.0150

BIC -2.105 -2.1684 | -1.8103 | -1.7963 -1.8938

In the empirical study by using the housing prices comprehensive trend scores as the transition variable, it is found that the one-period-lag explanatory variable
ROA, within two intervals are very significant positive relationship. It represents that high persistence effect exists for one-period-lag in different intervals, but
when the time-lag period is two periods and five periods for explanatory variable ROA, significant negative relationship exists, and this mean recover
adjustments need to be done, in order to cope with the sustained negative rate of return (Chen, 2013). Therefore, under the impact of housing prices
comprehensive trend scores, the bank’s ROA will be adjusted in every 2 and 5 quarters, due to time effects in every 2 and 5 quarters. But when the explanatory
variable ROA is two-period-lag and four-period-lag, the significant relationship is only found in a single interval, representing different sections have different
effects.

When using mortgage loan burden rates are the transition variable, explanatory variable is found to be significant positive or negative relationship only in a
single interval, indicating different deferred persistence effects produced for every time-lag ROA, according to threshold values of the transition variable in
different time intervals.

TABLE 5: PARAMETER ESTIMATES FOR THE FINAL PSTR MODELS

Transition variable | Housing prices comprehensive trend scores | Mortgage loan burden rates

r* (m) (1,1) (1,1)

Variables Coefficient estimate t-statistic Coefficient estimate | t-statistic
o 0.2041" 2.9765 0.4712" 3.0317
o -0.0938 -1.6319 -0.3201° -1.9030
03 0.2673" 3.2802 -0.1163 -0.9380
o4 -0.1413" -2.2320 0.0021 0.0286
B, 0.9601" 7.5167 0.0609 0.2601
B2 -0.1626 -1.6532 0.1637 0.8874
Bs 0.1104 0.7577 0.6262° 4.5039
Bs -0.547 -3.9433 04462 -2.7381
C 124.4871 28.5110

% 91.1553 7.7215

Sustainability 0.5972 0.4415

Notes:

1. Crepresents the threshold value of transition variable; y represents transition speed; a represents the first interval; B represents the second interval.

2. ***on behalf of one percent; ** representative 5%; * represents 10% of the significant level.

Mody and Yilmaz (1997) explained that sustainability is improved through the slow adjustments for short-term demand fluctuations. The typical situation is
sustained for several quarters, and 99% of the sustainability estimated value is between 0-1. Clark (2013) pointed out that sustainability is obtained by
estimating the dynamic marginal effects. This paper aims to study the financial sustainability of the bank's financial performance in Taiwan. Firstly, when using
the housing prices comprehensive trend scores as the transition variable, explanatory variable is with significant effects in two intervals, and the threshold
values can be divided into low-threshold interval (c<124.4871) and high threshold interval (c > 124.4871). In low threshold value range, the sustainability of
bank’s financial performance is only 0.2363, while in the high threshold value range, the sustainability of bank’s financial performance is up to 0.5972. The
empirical results show that the level of housing prices indeed will influence bank’s profits. Therefore, when the housing prices are in the upscale range, it will
create higher sustainability for bank’s financial performance. Conversely, when housing prices are in downward trend, the sustainability of bank's financial
performance is unclear, due to impact brought by the other exogenous factors. It also indicates that if the impact of government policies to curb housing prices
is too significant, the sustainability of bank’s profits will directly affected.

Secondly, when using the mortgage burden rates as the transition variable, the threshold values of the explanatory variable can be divided into low-threshold
interval (c<28.5110) and high threshold interval (c> 28.5110). In low threshold value range, the sustainability of bank’s financial performance is only 0.0369,
while in the high threshold value range, the sustainability of bank’s financial performance is up to 0.4415. According to the empirical results of this study, it is
proved that, when the loan burden rate lower than 28.5110, the bank's financial performance is almost entirely affected by exogenous factors, and no deferred
effect generated from its own financial performance. This means when government authorities reduce the percentages of mortgage loan, cut interest rates, and
significantly reduce homebuyers’ intention to buy house, these will directly impact the sustainability of bank’s profitability, making it become unstable.
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TABLE 7: ESTIMATION OF COEFFICIENTS OF CONTROL VARIABLES IN PSTR MODELS

Housing prices comprehensive trend scores | Low regime | High regime
c<124.4871 | ¢>124.4871

ROA (-1) 0.2041 1.1642

ROA (-2) -0.0938 -0.2564

ROA (-4) 0.2673 0.3777

ROA (-5) -0.1413 -0.6883

Sustainability 0.2363 0.5972

Mortgage loan burden rates Low regime | High regime
c<28.5110 ¢>28.5110

ROA (-1) 0.4712 0.5321

ROA(-2) -0.3201 -0.1564

ROA (-4) -0.1163 0.5099

ROA (-5) 0.0021 -0.4441

Sustainability 0.0369 0.4415

4. CONCLUSION

In this paper, the changes in the sustainability of bank’s financial performance in Taiwan are examined through the panel smooth transition regression model by
using the panel data. With the government authorities’ policies in curbing housing prices as the main reason, the two surrogate variables: housing prices
comprehensive trend scores and mortgage loan burden rates are used as transition variables. It is believed that the impact to bank’s profitability form
government’s policy can be fully explained. On the one hand, the issues about how to explain the heterogeneity in different time interval and the degree of its
potential impact to sustainability also can be resolved.

The empirical results illustrate the ongoing non-linear and smooth transition process about the sustainability of bank’s financial performance in Taiwan, based
on the changes in both housing prices comprehensive trend scores and mortgage loan burden rates. This result cannot be captured by a conventional linear
model. In other words, if a linear model is used to analyze transition variables, the adjustment related with nonlinear changes will be ignored, and thus resulting
in an estimated bias. Finally, it is proved that the Taiwan government is successful about the policies in inhibiting upward trend of the housing prices in Taiwan,
such as increase in the short-term housing transaction taxes, limitation to mortgage loans rate, and adjustment of interest rates. Although the sustentative
impact to the sustainability of bank’s financial performance is still not obvious so far, but if other measures in inhibiting housing prices are implemented, the real
estate market operation mechanism is interfered, and results in rapid decline in housing prices, it is anticipated that bank's financial performance will become
unstable and be more interfered by other exogenous factors. The empirical results of this paper are worth to apply by both government authorities and the bank
management in Taiwan.
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