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CAMEL Rating Performance of Benchmark Banks
across the Taiwan Strait: New Interpretation Based
on a New Visual Approach

Shun-Chuan Chang Ying-Chan Tang

Abstract

In the rapid development of globalization, financial institutions, especially banks, play
indispensable roles. Due to global financial crisis in 2008, the Cross-Strait business activities
get more attentions around the world. After contracting ECFA in 2010, China will not be only
an option for Taiwan. The financial cooperation and integration of banking industry across the
Taiwan Strait will be inevitable.

This study examines the financial soundness and performance of benchmark banks across the
Taiwan Strait. The samples of this study were generated from Bank Scope database during
2005 to 2012, and the total data are 16 commercial benchmark banks. More specifically, we
examine the extent to which financial soundness and performance based on CAMEL rating
approach may explain the comparative advantages among three leading banks, such as
Standard Chartered Bank, Bank of China and Bank of Taiwan. A further investigation by
Generalized Association Plots, GAP analysis has revealed totally new insights into their
CAMEL indicators. Our research findings also show three issues contained in the data set: 1.
the linkage or grouping pattern amongst benchmark banks; 2. the linkage or combination
between CAMEL indicators; 3. the interaction between the different banks and their financial
measurements in CAMEL. Lastly, insights on the importance of the strategic archetypes

among current Taiwan’s benchmark banks across the Taiwan Strait are also provided.
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