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The impacts of Small and Medium-sized Bank Loan on Bank’s Equity
Ratio and Performance in Korean Banking Industry
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Abstract We analyzed the relationship between small- and medium-sized corporate bank loans and bank's equity
ratio, as well as small- and medium-sized corporate bank loans and bank's performance in Korean banking industry.
Using the data from the Bank of Korea and the Financial Supervisory Service, we made a panel data set, including
small and medium corporate loan ratio, BIS ration, basic equity ratio, performance ratio, etc.

We found a positively significant relationship between small- and medium-sized corporate loans and bank's equity
ratio. There was a positive change of this relationship between the pre-financial crisis and post-financial crisis periods.
In the post-financial crisis period, small- and medium-sized corporate bank loans had a significantly positive impact
on the bank's equity ratio and bank's performance. We expect that these results will give new insights and contribute
to the already-existing knowledge as well as to the Korean government institutions that are interested in the impact
of small- and medium-sized corporate bank loans.

Keywords : Small & Medium-sized Corporate Loan, Bank’s Equity Ratio, Bank Performance
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Table 1. Descriptive Statistics
Variable Mean Median Star(ld@rd
Deviation
BIS 13.673 13.71 1.836
Beq 6.990 6.58 1.987
ROA 0.167 0.164 0.151
EBIT 0.230 0.225 0.180
CL 0.824 0.873 0.159
BkSz 13.218 13.428 1.259
Gap 3.104 3.13 0.766
Npl 1.390 1.29 0.619
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Table 3. The Relationship Between Small & Medium
Corporate Loan and Bank Equity-Perfor mance
BIS ROA EBIT
6.648" 0.226 0.445"
(0.000) (0.234) (0.049)
4,080 0.009 -0.110
(0.000) (0.910) (0.250)
0385 0.026 0075
(0.038) (0.234) (0.004)
20419™ | -0078™ | -0.083"
(0.002) (0.000) (0.000)
Included
Included

Variable Beq
6424
(0.000)
22400
(0.000)
0.050
(0.640)
-0.523"

(0.000)

CL,;

BkSz

Gap

Npl

Constnat

Time Dummy

Within-Rsq

0.443 0.633 0.464 0.450

Hausman
test(Chi2)

no. of Obs

92.25 41.96 -17.58 -5.31

391

Note: 1) ook ook

* denote 1%, 5%,

respectively.

10% levels of significance,

2) The P-value of two-tail test is reported in parentheses.
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Table 4. The Change of Relationship Between Small &

Medium  Corporate Loan and  Bank
Equity-Performance after the global financial
crisis
Beq BIS ROA EBIT
c 2874 2219 -0.409" 0332
L.
(0.001) (0.190) (0.059) (0.214)
Af 4544 2367 0617 -0.120
(0.000) (0.001) (0.000) (0.303)
7.766"" 7.406"" 0532 0.094
Af*CL,4
(0.000) (0.000) (0.000) (0.432)
4.070™ 5673 -0.123 -0.130
BkSz
(0.000) (0.000) (0.124) (0.189)
0498 0.042 0.057"" 0.080""
Gap
(0.000) (0.805) (0.009) (0.003)
0395 0.297" 0.069"" 0.082""
Npl
(0.000) (0.015) (0.000) (0.000)
Constant Included
DTime Included
ummy
Within-Rsq 0.740 0.713 0.507 0.451
Hausman 164.59 76.67 832 230
test(Chi2)
Obs. 391
Note: 1) *** ** * denote 1%, 5%, 10% levels of significance,

respectively.

2) The P-value of two-tail test is reported in parentheses.
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