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Abstract

The purpose of this study is to estimate and analyse the relationship between efficiency of bank industry and
macroeconomic variables. We employ Johansen's multivariate cointegration methodology, since the model must
be stationary to avoid the spurious results. The empirical results show that our model is stationary as well as
mean-reverting. This paper also applies impulse-response functions to get additional information regarding the
responses of the bank spread to the shocks economic variables such as long and short term interest rates differential,
banking organ liquidity, business cycle index, and foreigner's net equity investment. The results indicate that while
the bank spread respond positively to liquidity and equity investment shocks and then decay very quickly.
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