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Application of Game Theory to Explore the Business Strategy

— For the Banks Loan Defaults Case

TE25R+ (Rong-Wei Hua) '
GYEEEIR TR
GRS KRB T R

#zfE (Yih-Bey Lin)
HIGEHCR B B il 2B R (T

HE

NS E I [ B RS SR T S A I S < [ S e [ R R MR B AR T et~ I
HEYMNRTIDA BN SR8 - BIFTEREUR - EMREF ZRITRE ST EHE M
EARATHHT R antRy - IR R R B A AR IR P B 5 - P A Yo il A\ Z St
FERGEF EAUAE ¢ FEARIR e A [F b > DL 2 F - AR &
B SNRT TACHE A BN =Rl i - LIRS 8 e T s R CEA - [R(E) - BISNER
TSR DA o RIBINSRITSEIEBER 4Ry TR, - DU afa AT E 2 &
Wi o IR ERITHERITYZEE SR - (5 A BRIULE R RS Z RS
[z o ZABEEARET - (EH A PREUE R BTS2 AR - (575 A n] B8 B RERR AT
ELEEHIRES - BERTTSEIMEE GRS - SRR 2 E 2 F0 B R A ERAER
PREGEL R (E0E 2 TRIKE 2 — -

BRSEEE ¢ BT ~ TEEE - GIETHEE - U

Abstract

This paper uses game theory to explore when banks face of between the financial
services sector has also introduced a similar new product, and face of foreign banks to join the
domestic market ompetition. The results show that when two banks competition at the same
time plans to launch a similar nature new financial products, It will let decision-making game
theory be converted into sequential game theory simultaneously, use of pre-emptive strategy
to get the benefits of competition; or to introduct of different products at different times, to
create a win-win situation competition. Second, when foreign banks wishing to enter the
domestic financial markets, this competition both game theory balanced strategy is (entry, the
original price), means if foreign banks choose "enter" strategy, the domestic banking sector
should remain " the original price " strategy, to avoid vicious competition in the race to cut
prices. Finally, When a bank auction more higher price of collateral for repayment, the higher
the probability of the debtor to take the normal performance; Conversely, the lower the price
of repayment, the debtor will take lower the probability of normal performance. Therefore,
when the bank loans, the amount of collateralof the borrower to obtain,often become the main
basis whether a borrower take defaults strategies.
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HHASE By

E(X)=q(-N) + (1-0) (-D2 -aK2) (1)

HX O EEE N EFEEGTOENSER > IRTVE q IEESRERIEZ B2
R - 1-q AYBREREUE TN E IR 2 R - B EERIN 77 5] f-D3-0K1 ~ - DI-aK3 -
PEEB N B SRS = (5 RIS () A EA S B s -

E(Y)=q(-D3-aK1) + (1-q) (-D1-0K3) (2)

ERG RIS > SRS A AR SE > B E(X)=E(Y) :

g(-N) + (2-q)(-D2 -aK2)=q(-D3-aKl) + (1-q)(-D1-aK3)
g=(-D1-0K3)-(-D2—-aK2)/- N-(-D2-aK2)-(-D3-0K1)+(-DI-aK3)
1-q=(-N)- (-D3-0K1) /-N-(-D2-0K2)-(-D3-aK 1)+(-DI-aK3)

TEISA q e 1-q B2 1% > (551 SO R T IR TSRS MR >

q=(-D1-aK3)-(-D2-aK2)/-N-(-D2-0aK2)-(-D3-aK 1)+(-DI-aK3) >0 HF » i’

(-D1-0K3)-(-D2-aK2) <0 (X DI > D2 > D3) » #y

-N-(-D2-0K2)-(-D3-aK1)+(-DI-aK3) <0 ;

NIEE(-DI-oK3 )Ed q Sy FHE % - 1(-D2-aK2 )E q FyH[EIRE (R - JREIE EH5 A ] it
BITHY AR DI - SRATERAUBEZ AP avA q BOK 5 S Al BRI THIRA EE R - 1
TTEREREZ P HIAE o sl N - IRIPESRA TR ] e EREE TR Y -

TR BRI THEZ P B S SRISHT - (BB NA p BB » 1-p AR
BRI o BIESRBN 5% N~ M3+BS1 - SR TH FHREZ T s R 4 (2) Y B S

E(Z) = p(N)+ (1-p)(M3+BS1) (3)

BTGB THEEAY - fFEAE p ZHERRAUTEELTRES - 1-p ZHARER
HUEL) R RN - EERBN T B R M2+BS2 ~ M1+BS3 » R ERTHE T E A I(W)HY
HASE SR 5

E(W)=p(M2-BS2)+ (1-p)(M1+pS3) 4)

R RIS - &SRS I A - B E(2)=E(W) :

P(N)+(1-p)(M3+BS1)=p(M2-BS2)+(1-p)(M1+pS3)
p=M1+pS3)- (M3+pS1)/ N -(M3+S1)-(M2+BS2)+(M1+pS3)
1-p=( N)-(M2+BS2) /N-(M3+BS1)-(M2+3S2)+(M1-S3)
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# p=(M1+BS3)-(M3+BS1)/N-(M3+BS1)-(M2+BS2)+HM1-BS3) >0 i » Hyj?
(M1+BS3)-(M3+BS1) > 0(F& M1 > M2 > M3) > #z N-(M3+BS1)-(M2+S2)+(M1-BS3)
JR>0
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