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A Study of Performance Persisence in Taiwan Banks
— By Mover-stayer Model

Kai-Li Li°  Feng-chuan Tsai "

Abstract

This paper uses the mover-stayer model to study the performance persistence of banks
listing in Taiwan Stock Exchange (TWSE). We use quarterly data by different financial
indices from 2003 to 2013 to estimate the transition probabilities of movers and stayer’s ratio
in Taiwan banks industry. Our study finds that the short-term performance persistenace are
almost the same among different groups when we use quarterly returns. In the drift behaviors,
the probabilities of the best group changing to the worst group are higher, the probabilities of
the middle group changing to the worst group are higher, and the probabilities of the worst
group changing to other group are similar. In the long-term, there exists no bank that shows
lon-term performance. As for the other indices, we conclude that: (1) The probabilities of
the best performance group staying in the same group are highest in sequent periods. The
probabilities of the middle group deteriorating their performances are higher than those of
improving performances. (2) In the performance behaviors of movers, the best performance
group shows p,,> p,,> p,; patterns, the worse performance group shows py;> p;, > Py,
patterns and the middle performance group shows p,,> p,;> p,, patterns. (3) In long term
performance persistence, we find that there exists significant performance persistence in the
worse performance group. And the evidences about performance persistence in the middle

performance group are absent.
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