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ABSTRACT

This paper attempts to investigate the influence of
capital regulation announcement on the effects of
stockholder's wealth and risk in Taiwan's banking firms.
We use event study method and market model to analyse
the abnormal returns and variance of returns based on three
capital regulation events. The research period is from 160
days before Jul. 11 1988 to 160 days after Apr. 16 1992.
Seemingly unrelated regression technique is being used to
estimate the coefficients.

The empirical results reveal that the first event has
some negative significant influence on stockholer's wealth,
but has no significant influence on banking credit risk. The
second event also has the similar conclusion. But the third
event has not only the negative significant influence on
stockholder's wealth, but also has some positive significant
influence on banking credit risk. So althought capital
regulation event will reduce the wealth of stockholder, but
it also has some influence on reducing banking credit risk.
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