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Abstract

The board plays a critical role in managing a firm, and its characteristics are
considered to affect the firm performance. Meanwhile, credit ratings are usually
influential when the capital market participants evaluate a bank’s competitiveness.
However, how do characteristics of the board affect a bank’s credit rating? Existing
literature provides limited and inconclusive evidence. Based on data from Taiwan
banks from 2008 to 2012, this study shows that when the board size is large, the
percentage of independent directors is higher, the board chairman is also the CEO,
the average tenure is longer, or the outside multiple directorship is less severe, the
bank is assigned a better credit rating. This study is the first one to focus on how
characteristics of the board affect a bank’s credit rating, and the empirical findings
are insightful when the regulator oversees the soundness of a bank’s governance
structure.
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