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I T ft 78 t-Statistic I fiet R t-Statistic

EU IR RS S GRE 0.0013 2.0495* P ETpa L) 0.0001 1.8923*
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2 3 Wald A& &l
A F-statistic Probability Chi-square Probability
GDPR 2.9791 0.003733*** 23.833 0.002444***
BSH 125.52 0.000000*** 1004.2 0.000000***
CHAN 111.67 0.000000*** 893.35 0.000000***
IMP 47.450 0.000000*** 379.60 0.000000***
\% 2.8433 0.005398*** 22.746 0.003706***
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Dependent Variable: & 3 = i #5744 (CART)

(=l Coefficient  t-Statistic (=l Coefficient t-Statistic
ELFRE4¥ —GDPR 0.0012 1.1558 EF* TER¥--IMP 0.3125 4.7541%**
~ 7yl —GDPR 0.0180 1.4548 Qﬂiﬁi’--lMP -0.3517 -5.5470***
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g RV —GDPR -0.0022 -0.7120  £HE ﬂ;{ - 0.0009 0.8956
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Banks, Exchange Rate Risk and Vertical Integration :

the case of Taiwan’s industries

Wu Po-chin

Jin Xiang-yu

Abstract

This paper adopts fixed effect model to analyze the effect of bank system and exchange
rate risk on industrial vertical integration. In evidence, we make use of Taiwan’s nine
industries and sample period is selected from 1981 to 2001. Empirical results show that real
economic growth, the role of bank to financial system, the elasticity of import and real
exchange rate fluctuations will influence industrial vertical integration. These variables have
different influence on industrial vertical integration according to different industries. The
greater the real exchange rate fluctuation is, the more the water and electricity industry’s
vertical integration is. As the role of bank to financial system increases, the degree of vertical
integration in water and elasticity industry also increases. But the conclusion on transport and

communications industry is opposite.

Keywords : Exchange Rate Risk, Vertical Integration, Generalized Autoregressive

Conditional Heteroskedasticity, Fixed Effect Model.
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