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Abstract

Past studies on the effects of the presence of foreign shares have primarily focused on
how foreign shares change the nature of competitiveness in the banking environment
and subsequently cause the performance of local banks to change. This is the macro
view referred to in this paper. However, unlike those studies, this paper adopts a
micro approach to investigate the effects of foreign shares on local banks. Both the
parent countries of foreign shares and the host countries are categorized into high- and
low- income countries, and it is found (apparent) that foreign shares from high-
income countries have little impact on local banks in rich countries but have a
considerable impact on those in poor countries. Against this, foreign shares from poor
countries do not have much, if any, significant effect on local banks in rich countries
but do have some effect on those in poor countries.
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