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Presence of Foreign Banks and Change in Chinese Banking Performance and Market Centralization
ZHENG Ming FENG Kai

[Abstract] With the end of transitional period after China’s WTO entry, our banking sector is now fully opened to the outside world.
The presence of foreign banks will significantly affect China’s banking performance and structure. This paper, based on panel data of
14 banks from 1996 to 2005, studies the short- term influence of foreign banks’ presence on domestic banks. Empirical result shows
that domestic banks are insensitive to the spread of foreign banking business outlets; there is a positive relationship between their
overhead and profit and market share increase of foreign banks and China’s banking market conforms to the paradigm of structure-
conduct- performance. To meet the impact from foreign banks, the paper proposes that we should compensate our banking deficien-
realize comprehensive operation through the financial holding company model and im-
prove our globally competitiveness and learn from foreign banks in management and product innovation.

[Key words] foreign funded banks; Chinese banking sector; banking performance; market centralization
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