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Abstract A discussion has recently emerged over the increase of approvals of K-REITs, which is concluded on the
basis of how to raise funds for business activity, fulfill the expected rate of return and maximize the management
of managing investment funds. In addition, corporations need to acknowledge the necessity of the capital structure
reflected in the current economic environment and decision-making processes. This research analyzed the
characteristics by investment types and influence factors about the debt ratio of K-REITs. The data were collected
from general management about business state, investment, and finance from 2002 to 2015 in K-REITs (except for
the GFC period of 2007~2009). The results of the research demonstrated the high ratios of the largest shareholder
characteristics, which are corporation, pension funds, mutual funds, banks, securities, insurance, and, recently, the
increasing ratio of the largest shareholder and major stockholder. The investment of K-REITs is increasing the role
of institutional investors that take a leading development of K-REITs. The behaviors of simultaneous investment of
institutional investors were analyzed to show that they received higher interest rates than other financial institutions
and ran in parallel with attraction and compensation. The results of the multiple regressions analysis, utilizing
variables about debt ratio were as follows. The debt ratio showed a negative (-) relation that profitability is
increasing, which matches the pecking order theory and trade off theory. On the other hand, investment opportunities
(growth potential) showed a negative (-) relation and assets scale that indicated a positive (+) relation. The research
results are reflected as follows. K-REITs focused on private equity REITs more than public offering REITs, and in
the case of financing the capital of others, loan capital is operated under the guarantee of tangible assets (most of
real estate) more than financing of the stock market. Further, after the GFC, the capital of others was actively utilized
in K-REITs business, and the debt ratio showed that the determinant factors by the ratio and characteristics of the
largest shareholder and investment products.
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Table 1. Trade off theory and Pecking order theory estimate
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Table 2. K-REITs Survey Point

Surve; Non
year Pointy Office -Office
2002 4 2 2
2003 11 8
2004 17 13 4
2005 20 15 5
2006 26 20 6

2002~2006Y 78 58 20
2010 72 36 36
2011 94 49 45
2012 117 66 51
2013 132 77 55
2014 169 86 83
2015 219 88 131

2010~2015Y 803 402 401
Total 881 460 421

Note :1. REITs/Survey Point/Amount assets-six months
financial statements(Amount)
2. Non-Office Type: Retail, Housing, Warehousing, Hotel
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Table 3. K-REITs Largest Shareholder(%)

Type S;;:ty Largest Shareholder (%)
2002-2006Y 78 36.2%
2010-2015Y 803 58.6%

Total 881 56.6%
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Table 4. K-REITs Largest Shareholder style

2002 2010
Type 2006Y | ~2015Y Total

Corporation 15 202 217(24.6%)
Pension Funds 5 119 124(14.1%)
Mutual Funds 0 128 128(14.5%)
banks 19 70 89(10.1%)
Securities 2 86 88(10.0%)
insurance 22 16 38(4.3%)
individual 0 68 68(7.7%)
government 0 37 37(4.2%)
Public Cor. 0 8 8(0.9%)
Foreign Cor. 15 69 84(9.5%)
Total 78 803 881(100%)
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Table 6. LargesttMajor Shareholder(%)

Type Sur?/ey Largest+Major
Point Shareholder(%o)
2002-2006Y 78 74.7%
2010-2015Y 803 91.0%
Total 881 89.6%
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Total 1,972 3,541 3,259 Table 8. REITs Institution Investor(%)
seoul LIl 1,190 1,183(74.5%)
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Table 7. K-REITs major shareholder of the largest shareholder style

major Shareholder
Largest Pension/Mutual Insurance / Foreign Survey
Shareholder Public Cor. banks Securitics Corporation Individual Cor. Point
Pension/Mutual 18.2% 10.4% 20.7% 48.5% 0.2% 21% 584
Public Cor.
banks 8.9% 18.7% 60.7% 10.2% 1.5% 0.0% 460
nsurance / 2.3% 17.9% 37.9% 29.8% 10.4% 1.8% 396
Securities
Corporation 8.3% 13.8% 38.3% 25.1% 14.5% 0.0% 785
Individual 1.9% 3.5% 15.4% 29.7% 48.3% 1.2% 259
Foreign Cor. 0.0% 18.3% 50.0% 3.3% 0.0% 28.3% 60
Survey Point
(largest N=881) 226 346 921 724 288 39 2,544

(major N=2,544)
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Fig. 3. Institution Equity Interval
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Table 9. Type : Simultaneous investment
Type Sjlmultaneous _ equity Total
nvestment nvestment
02-06Y 58(74.4%) 20(25.6%) 78
10-15Y 308(38.4%) 495(61.6%) 803
Total 366(41.5%) 515(58.5%) 881
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Table 10. Total assets: Simultaneous investment
(unit: 0.1 billion won)

e | e | e |
02-06Y 1,621 1,046 1,474
10-15Y 2,240 1,200 1,599
Total 2,142 1,194 1,588
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Table 11. Simultaneous investment interest rates

Other
institution’s
B)
6.70%

Simultaneous
investment

(GY)
6.78%

(Ax-(B)
gap

Type

02-06Y
(N=17)
10-15Y
(N=57)
Total
(N=74)

(+)0.09%

5.60% 5.22% (+)0.38%

5.87% 5.56% (1)0.31%
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Table 12. Variables
(Dependent Variables)

Total debt ratio

leverage ratio (Total debt / Total capital)

(Independent Variables)

REITs Size In (asset)

Profitability Return on equity(ROE)
Investment .

Opportunity Total capital growth rate
Tangibility Tangible assets comparing

total capital(%)
Ratio of varieties of handles
charges in operating expense

Risk of operating
expense

(%)
Leverage(-1) Lagged Leverage(-1)

Dummy of Investment product
Investment

Office = 1
product

Non-Office = 0

Dummy of global financial
crisis

2010Y-2015Y =1
2002Y-2006Y = 0

larget shareholder larget shareholder

(%) (%)

Dummy of the largest
shareholder’s propensity
Pensions /Mutual /Public = 1
Other = 0

Global Crisis

larget shareholder style

w3 F2E FE9E
2010%3~2015\3 9] <& 7]7ka} Hex Hl% 1+ ﬂﬁlowb
20109~20153¢] 7]7to
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G Hol= Tl weiA ERIAREHTR= 2}7]2
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o] AL rHshE a3 FEA] (multiple regression
analysis) S o] &3t} o] 24 nFy AYPALE &
= Zzo] Tl d3s F 8919 A
gpotstar, glxo] B-xju|& @l 7 AiA HlwE F
3 T3 AEA S AN e AAS AR AF

92 st ~

)3 2 deH= sl

Y, =By + By + Bomy; +

+ Bz e (1)

K"E‘ %‘i%_)l:o]tq Ty Ty T3y
ALY B,
gow 3P AonE 7]&

71—0

-
)Ty,

M

=
=

=z 2~

ERNE

PR 5
Bh A0 Bt ol 22 T olF gze L AE a5ue o
A $AE AFHom Bl Al wedala S 71 HEsITI el EARS B Table 139 1
2497 o]Ael| tulsle] AH o e Zaw geol T 7R FA%S Atk 712 A A%,
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Table 13. Basic Statistics
Variables Unit N Minimum Maximum average Std.Dev.
?IZEZ‘;‘:;‘“ leverage ratio % 877 0.03% 362.12% 50.69% 26.67%
REITs Size 0.1 billion won 881 2.1 11,3143 1,588.01 1,842.88
Z
LN 881 0.7 93 6.86 1.06
Profitability % 881 21535% 335.07% 11.78% 42.96%
I
gg;z::;‘:y % 752 -96.22% 27,444.29% 48.40% 1,005.08%
Tangibility % 649 0.09% 99.93% 93.96% 8.82%
Independent Risk of operating % 742 1.58% 100.00% 36.32% 23.57%
Variables cxpense
Leverage(-1) % 729 0.03% 149.25% 50.80% 2337%
Investment product Dummy 881 0.00 1.00 0.52 0.49
Global Crisis Dummy 881 0.00 1.00 0.91 0.28
if,’/r“;’et shareholder % 881 3.7% 100.00% 56.62% 31.11%
0
ﬁ;fz‘ shareholder Dummy 881 0.00 1.00 0.34 047
remarks Valid N(list) - 544
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Table 14. Results of Multiple regression analysis for Model

e

WRe] ATFRE 5L Ao
W& A 7l FAEA

ol AW R2Zko] 0.909% 4™

o A% fode AR

1% o3| 3]

7

R R? Adjust- R? Std. Error of Est. Durbin-Watson
0.953 0.909 0.907 0.655 1.781
Table 15. Multiple regression analysis table of analysis of variance
Model Sum of Squares df Mean Squares F P-Value
Regression analysis 227948.68 10 22794.86 529.87 0.000
Residual 22929.43 533 43.02
Total 250878.12 543

Table 16. Result of Total debt-to total asset ratio regression analysis

Unstandardized Standardized R X L.
. . Collinearity Statistics
Type Coefficients Coefficients t-value
B Std.Error Beta Tolerance VIF
Constant 1.633 4.393 0.372
REITs Size(LN) 0232 0364 0.009 0.638 0.783 1278
Profitability 20.12 0.007 20.027 “1.664* 0.635 1576
Investment -0.059 0.007 0.121 29,048 %% 0.963 1.039
Opportunity
Tangibility 0.060 0.037 0.023 1.614 0.849 1.178
Indepe-n | sk of operating 0,018 0.016 0.017 -1.169 0.793 1.261
dent expense
Vi Leverage(-1) 0.883 0.017 0.884 50.767F%% 0.566 1.767
ables Investment product 2299 0.675 -0.050 -3.406%%* 0.791 1.265
_Dummy
Global Crisis 2611 1.062 0.038 2.459%* 0.725 1.379
_Dummy
larget sharcholder(%) £0.033 0.010 0.049 3.176%%* 0.735 1360
larget sharcholder -1.753 0.682 -0.040 2.570%* 0.720 1390
style Dummy

Note : *,**and *** denote signifiance at the 10%, 5% and 1% level respectively
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