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Abstract

Shanghai bank, after allowing the International Finance Corporation to be its
shareholder in 1999, became the first city commercial bank of China which
introduced foreign strategic investor. After nearly 14 years of development, the
introduction of foreign strategic investors have become a strategic choice of
deepening reform and opening up as well as a development path of promoting
operating efficiency and reforming internal governance mechanism to China’s city
commercial banks. 17 city commercial banks have signed strategic cooperative
agreements with foreign financial institutions by the end of 2012, which means they
have already become a significant force in China banking system. The positive affect
on the whole China banking system from the mtroduction of foreign strategic
investors have been proven by a lot of literature. On the other hand, few researches
have been done on the interaction between the introduction of foreign strategic
investors and city commercial banks. Meanwhile, the development of China’s city
commercial banks shows a wvery different characteristic because of historical,
territorial, scaling and positioning reasons. So, it is of great practical significance to
study the effect on the operating performance of city commercial banks which is

brought by the introduction of foreign strategic investors.

In Chapter 1, we gave a brief introduction of the background and significance of
our study, the innovation and shortage of this article and the literature reviews of this
topic. In Chapter 2, this article gave a description of the history, current situation and
problems of China’s city commercial banks. In Chapter 3, we made a intuitive
analysis on the governance effectiveness of the introduction of foreign strategic
investors in China’s city commercial banks. Based on the panel data of 32 city
commercial banks which are sorted into two groups: with or without the introduction
of foreign strategic investors by the end of 2012, we performed an empirical study
according to the conventional international index system of commercial bank
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performance in Chapter 4 and Chapter 5. The results showed that after the
introduction of foreign strategic investors, city commercial banks have made a great
improvement on four indexes: capital adequacy ratio, non-performing loan ratio, cost
to income ratio and net loans to total assets ratio. Meanwhile, the index of ownership
concentration is decreasing, and the ratio of independent director and external
supervisor have risen. But the indexes of return on assets and foreign -owned share
haven’t show obvious positive effect. In the end of this paper, we proposed a series of
suggestion regarding to market positioning& development strategy, the attention of
system’s introduction and the prevention of control rights risk based on the regression
results.

The innovation of this article is that we performed an empirical study of the
foreign strategic investors’ influence on the operating efficiency and internal
governance mechanism of China’s city commercial banks both longitudinally and
horizontally, and we introduced the dummy variable in financial crisis examination

into our study.

Keywords: Strategic investors; City commercial banks; Operating performance;

Corporate governance
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