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Abstract

In this study, we jointly consider the multiple output price risk and, production efficiency to
analyze the performance of Nine East Asia Countries’ banks. We explicitly model bank
managers’ risk attitude based on the safety first rule, under the framework of a two-output
translog cost function. The derived three equations are then estimated by maximum likelihood,

using a panel data set consisting of over the period 1994-2003.

Base on the empirical results, bank managers of the seriously affected countries in the
sample tend to be risk lovers, while bank managers of the remaining countries are inclined to be
less risk-loving. Evidence is found that banks in Thailand exhibit the highest average technical
efficiency level, that constant returns to scale prevails in the banking industry, and that banks in
Taiwan and Malaysia exhibit product mix economics, implying that banks in both countries may

benefit by providing a variety of the financial products.
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