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The study of applying the Activity-based costing to commercial bank’ s
interest pricing decision
- A case study for W bank in Taiwan

The banking industry operateasa  Liability oriented business. It absorbs the deposit

liability from the public and loan it asset to the capital demander. To the threat of
open financia market and freedom of interest, interest pricing is one of the most
prominent factors of banking ‘s surviving. Therefore, how to price saving and loari s
interest correctly and efficiently is animportant issue of bank’ s operation.

For the up-to-date economic environment, the ratio between manufacturing industry s
direct cost and factory overhand is changed due to the new production environment. This
situation result in critical error in product cost based on traditional costing allocating
factory overhand. In order to solve this problem, the Activity-based costing emerged.
After tens of years research and reformof the academic and practice Activity-based
costing (ABC) has become the Activity-based management (ABM) from costing of
resource consumption. And the evolution of this system has been direct to the finance,
insurance and other service industry from manufacturing indudtry.

This research price the deposit and loari s interest based on ABC, and analysis the

reasonability of interest pricing for the sample bank, and apply it to ABM. It make bank’ s

interest pricing have reasonable system to reply to the demand-supply rule, competitive

market and government policy etc. ..

In order to explain the feasibility and reasonability of applying the ABC to commercial

bank’ s deposit and loan interest pricing decision, this thesis discuss the following points

based on certain commercid bank in domestic:

1. Can the current costing system of sample bank provide the correct accounting cost
information of the interest pricing decision to the manager?

2. IsABC auitable for the interest pricing of the sample bank? And isit costly?

3. Is the accounting costing information obtained from the ABC of the sample bank
useful for the ABM?

According to the conclusion of this research:

1. The sample bank use traditional standard costing system to count the total cost
presently, but not to the individual product. And it aims only on whether the interest
and marketing expense achieve the budget goal. The accounting system neglecting
the costing system but valuing earning of financial accounting is easily cause the
error of cost and ABC can improve the dficiency.

2. Thethesis chose voucher and completeness ratio as the basis of cost allocationfor the
cost driver selection It makes cost lower and is good for promoting the ABC in
banking industry. It aso can dea with the change of nonmarket factor and market
factor for the saving and loan sinterest pricing decision.

3. The cost information obtained from the ABC of this thesis can be the basis of the

v



sample bank’ s saving and loari s interest pricing, and one can apply this information
to the ABM system regarding customer demand, the change of government policy
and market demand.
The freedom of interest makes banking have more autonomous in interest pricing. But in
the intense competitive environment, the bank will loss the spirit of interest freedom if
they dori t have a complete and reasonable costing system to be a basis of the interest
product pricing. ABC is the best costing system that banking can price deposit and
loan sinterest according their subjectiveness and objectivity Stuation
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1 2 3 4 5 6 7 8 9
( )|(2x (60%) [(3)x 4%(890717 |(4)x 2.15% (1).(4.5) (%) |((N/®6) (%) (8)/0.9445
)

0.000 [15.000 [9.000 0.3600 0.0077 85,000 0.3523 0.4144 0.4253

1.500 [13.000 |7.800 0.3120 0.0067 87,000 1.1947 1.3732 1.4092

3.750 |5.500 3.300 0.1320 0.0028 94,500 3.6208 3.8316 3.9318

5.000 |5.500 3.300 0.1320 0.0028 94,500 4.8708 5.1543 5.2892
4.350 [4.350 |7.000 4.200 0.1680 0.0036 93,000 4.1856 [4.1856 |4.5007 [4.5007 |4.7651 |4.7651
4.550 |4.550 |7.000 4.200 0.1680 0.0036 93,000 4.3856 |4.3856 [4.7157 [4.7157 |4.9928 4.9928
4.800 {4.850 |7.000 4.200 0.1680 0.0036 93,000 4.6356 [4.6856 |4.9845 [5.0383 |5.2774 [5.3343
4.850 14.900 |7.000 4.200 0.1680 0.0036 93,000 4.6856 |4.7356 [5.0383 [5.0921 |5.3343 |5.3913
5.100 |5.100 |7.000 4.200 0.1680 0.0036 93,000 4.9356 |4.9356 [5.3071 [5.3071 |5.6190 |5.6190
5.150 (5.150 |7.000 4.200 0.1680 0.0036 93,000 4.9856 [4.9856 |5.3609 [5.3609 |5.6759 [5.6759
5.150 |5.200 |7.000 4.200 0.1680 0.0036 93,000 4.9856 |5.0356 [5.3609 [5.4146 |5.6759 |5.7328
5.100 [5.100 |5.000 3.000 0.1200 0.0026 95,000 4.9826 [4.9826 |5.2448 |5.2448 |5.5530 [5.5530
5.200 |5.200 |5.000 3.000 0.1200 0.0026 95,000 5.0826 |5.0826 |5.3501 [5.3501 [5.6645 |5.6645
5.150 [5.350 |5.000 3.000 0.1200 0.0026 95,000 5.0326 |5.2326 |5.2975 |5.5080 |5.6087 |5.8316
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0.000 15.0000 .0.3315 -0.3402 4.3804
2.000 13.0000 2.0181 2.0700 2.4637
3.800 5.5000 3.9118 4.0142 0.8866
) 5.200 7.0000 5.4500 5.5926 0. 5580
) 5.050 7.0000 5.2887 5.4271 0. 4080
() (B) )x3.2x60x97.85 1 (C)
) (D) 1 2 0.4 0.
) ( x 1 (C) (OH03.2x97.85
60
97.85 2 .15
7.0




4-3 ROE ROA
88 87 86
ROE ROA ROE ROA ROE ROA
2801 6.122% | 0.393% | 6.093% | 0.392% | 15.016% | 0.658%
2802 7.447% | 0.520% | 9.463% | 0.656% | 13.7/9% | 0.639%
2803 6.969% | 0.482% | 9.922% | 0.677% | 16.213% | 0.817%
2804 10.919% | 6.676% | 12.405% | 9.768% | 10.836% | 9.296%
2806 8.410% | 0.674% | 8.628% | 0.708% | 14.452% | 0.892%
2807 0.009% | 0.001% | 8.151% | 0.509% | 10.855% | 0.701%
2808 11.188% | 0.960% | 10.791% | 0.885% | 15.054% | 1.225%
2809 -14.132% | -0.886% | 2.662% | 0.182% | 9.113% 0.610%
2810 -67.977% | -2.444% | -32.255% | -1.958% | -7.670% | -0.628%
2811 -33.231% | -5.780% | -21.933% | -4.530% | -3.672% | -0.708%
2812 3.521% | 0.287% | -21.170% | -1.552% | 13.879% | 1.220%
2815 9.273% | 0.774% | 8.677% | 0.715% | 14.301% | 0.905%
2822 -0.503% | -0.023% | 6.385% | 0.311% | 8.235% 0.405%
2824 12.708% | 1.017% | 6.891% | 0.406% | 17.822% | 1.192%
2826 10.502% | 1.029% | 10.431% | 1.086% | 19.662% | 1.371%
2827 6.180% | 5.860% | 2.989% | 2.763% | 7.557% 6.998%
2828 9.330% | 0.852% | 6.206% | 0.582% | 9.006% 0.926%
2829 -11.168% | -1.016% | 4.915% | 0.514% | 8.795% 0.795%
2830 7.411% | 0.550% | 9.361% | 0.690% | 10.440% | 0.766%
2831 1577% | 0.135% | 4.532% | 0.435% | 9.229% 0.834%
2834 7.290% | 0.446% | 7.620% | 0.463% | 10.712% | 0.515%
2835 0.182% | 0.021% | 4.872% | 0.572% | 2.427% 0.299%
2836 -6.749% | -0.414% | 3.257% | 0.239% | 6.242% 0.489%
2837 4.877% | 0.416% | 5.706% | 0.470% | 8.893% 0.886%
2838 6.743% | 0.567% | 5.194% | 0.434% | 7.831% 0.770%
2839 8.607% | 0.877% | 5.161% | 0.525% | 7.886% 0.720%
2840 7.551% | 0.693% | 8.809% | 0.664% | 9.986% 0.866%
2841 -35.556% | -2.061% | -4.849% | -0.378% | #VALUE! | #VALUE!
2842 8.314% | 0.753% | 5.394% | 0.502% | 9.332% 1.016%
2843 5.554% | 0.497% | 7.376% | 0.714% | 7.511% 0.791%
2844 8.173% | 0.752% | 8.390% | 0.631% | 10.656% | 0.745%
2845 2.002% | 0.201% | 4.647% | 0.478% | 5.184% 0.543%
2846 -11.190% | -0.749% | 5.948% | 0.495% | 8.381% 0.899%
2847 0.099% | 0.008% | 5.320% | 0.445% | 6.495% 0.589%
2849 2518% | 0.212% | 3.881% | 0.363% | 8.142% 0.860%
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5-1 A.B.C.
50.520 50.52 5052 75784 75.78 7578 7578 7578 7158 57264 7158 57264 7158 572.64
13.3§ 1338 13.3§ 20.077 20.07 20.07 20.07 20.04 669 53.52 66.9 53.52 66.9 53.52
114 114 114 17y 174 1714 1713 171 5.7 4.56 5.7 4.56 5.7 4.56
608 608§ 608 912 912 912 912 912 1723 137.8¢ 1723 1378 1723 137.86
1448 1448 1448 21.72 21.72 2172 2172 21.74 724 57.92 724  57.92 724 5792
21.04 21.04 21.04 3156 3156 3156 3156 31.5¢ 1052 84.16 1052 84.19 1052 84.16
01§ 015 015 0225 0225 0225 0.225 0.225 0.7 0.6 0.7 0.6 0.7 0.6
106.79 106.79 106.79 160.19 160.19 160.19 160.19160.185 1139 911.26 1139 911.26 1139 911.26
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5-3A.B.C.
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