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ABSTRACT

This paper conducts an empirical analysis on the effects of bancassurance on stability and
efficiency of the Korean banking industry. The stability and the efficiency are measured using
Z-score and composite functional form based on the annual data of 2000 to 2004 for all
domestic banks and insurance companies. The stability test indicates that expansion of
bancassurance decreases the stability of banks. Furthermore, the efficiency test implies that
with the extension of bancassurance, the cost efficiency declines while revenue efficiency
rises, which results in an overall increase of profit efficiency.
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