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From the first announcement (1999/9/15) by the Ministry of Finance to the
actual enforcement (2001/11/1) of the Financial Holding Company Act

(hereafter, the Act), the financial institutions (inclu

ing the banking and other
financial industries) in Taiwan experienced sreat impacts. This paper
investigates the financial institutions” market reactions during the whole
enactment process of the Act. The findings show that (1) on the dates the

Ministry of Finance transferring the Act to the Exccutive Vuan and the

Legislative Yuan examining the Act, the banking industry reacted positively, (2)

on the date when the Act getting obstructed in the Legislative Yuan, the

banking industry reported negative abnormal returns, (3) on the date the
Legislative Yuan finally approved the Act, other financial industries responded
positively, and (4) on the dates after the actual enforcement of the Act, the
whole financial institutions reacted negatively, possibly resulting from other
sources of negative information. The examination regarding the relationship
between market reactions and firm characteristics shows that, except for
non-performing loan ratio, other factors such as size, EPS/price, and capital

adequacy ratio could explain abnormal returns of some event dates
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Approach.




