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gl W37l oo 985 (risk taking)E FA|HE
n| 2] = 7 & (risk taking channel)ol] ths] &kl =07} o] Fo]x] a1 Qi)

22 F897] ofF Aede AV AHow o] Fdsi= o] st
3 do™(Borio and Zhu(2008), Adrian and Shin(2009, 2010), Acharya and
Naqvi(2002)) &3o] Fdate= AdFee 2389 7 2 A9 gEo 7=
o] &8 Azt S vkt adlel YA FEFs et A5 (Brissmis
and Delis(2010), Buch et al(2014), Eid(2011)7} A &H o2 wxE it 3H 22
F97] olF A &0 2 AA Fax Agy Vx27 HS =9 3
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at7] o8 9 EDF(Expected Default Frequency), CDS =X =, 28] ZF4F
H Q@ Apae g, A 2A AE 53 22 vhde d8A K (proxy)E AHESHA T
SHAIRE o213k thgAE= 3ol dAstL = AFA AdFToer HIld=
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regulation) 2} R3] #HAE o] v} Borio & Zhu(2012)E 23] th3t H xRt
= 28] sld FAE SFHA £ A5 gslor & v gl UF A o &

T3A st &I} (capital threshold effect)e} Aol tf-8-3t7] $&] 8o A7 %
o

4 8o YEZYSLE xASE T dxaEs AWy o=z e (perceive,

N
M

manage and price risk)3}A dF+= & (capital framework effect)S Ea] 232 3
o] ggS v Fsta vk Ax AT e Wsle A2 A A Al (capital
framework) shollA 282 AAFRE WMIA| 7| Y8 (risk taking) ol = 3

o242l FHoM= Tl 2o APFEAe WA= FEsA @
A XEZZQ ¥ E(portfolio allocation model)2 <] A1 ] Ql/d-2

Fan 7tk =33 9t Fishburn and Porter(1976)& <&

Apckell tis FEl7b ol ool tiE AAbujite] Eoly 87| WA XEE
g oo YgFFol Goldrt: A ol RdS T dysta gtk ofgy FA
7} 9443 FF(limited scalability) &2 o] FolXtta 714& A FYAFdE9
Aoe Tl dd H2g] (hurdle rate) S 28 G Abatel] e Fx7b 24
. #4381 ¢ tHChodorow and Reich, 2014). 498 3 F-(search for yield) ©]&

al
o A= 28] FAj7t Ar]olar Apike] ©r]d A9 AlFaEl 7t skt AR
o] W7z Aolo mE FolFx oz 28o] B g A4S Hogtt
3 B3 9tk (Rajan(2005), Dell’Ariccia and Marquez (2013))

3tH P dolo] E(risk shift model) oA+ FEAES 238 &3 YIAF+=
S =0 FFsta A ST oE dFe gk o|xpEe] FrlekAl H 2
3o %

skl ) (limited liability) ¥ ®2]Ql & #l(agency problem)Z 2235 ¢
& zHA "k A 98 do) & F(risk shifting effect)s AEFZx7F FH ks &
FAdes T2 Wt s Aol US o wAskA vbEska o2 d 4
< =87t Aesta 23 Foaxrt ostdE o § AsE g At AR
(Stigliz and Weill(1981), Hellmann et al.(2000), Archarya and Viswanathan(2011)).
StH Agur and Demertiz(2015)= S| ¥3slo] & 289 Folael WA
2ol Avlel wel FErt o AT vAe Pl vHEvga FHs
At = =28 Asor Awxd Hl&o] FobA FoAdo] ofstd B AFALF
2+ £8+ Z 3 (profit channel) 9} Bl Eo], Aaxd HE FFoz 7
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Agtta Adsta gt

of ¢} o] Feet 2o FEet= AdF=ae] A el At o] 3
o2& Dell'Ariccia, Laeven, and Marquez(2014)+= ©]9] @AV &

Asde mE 239 Fof 8 AR x9 HepA @y v
oS Tl A niel o] wErt 28 APl VA= o
WA, gz Folatx, AL 9 BT T odd ald o) d3dS v
o] o] A F A (empirical question)S 3 &<lg dart gt

A A AN A R I VE AT E &
Ast7] ofH e oo s vt &S ARESEL v <EGE 1>lA
HolF= vhel o] #d =ioA ol&¥ 239 9FME Axe AA AFAR
(market index), =3J#| & (bank’s index), A& FAA] E(survey index)® i3
9lth. Gambacorta(2009), Altumbas et al.(2014)S &3] AHNZT A FE &3 9
B =98 (EDF: Expected Default Frequency)S ©]-&3}o] €43}#<l Z31AAo]
Ay vl= 289 EDFE AsAZlvta F4sta vl A7k EDF&= 239 =}
Ab-Af el F7F HlolHE vt' o R AbEdhe A oR2 FEAIlA A et &3
FE9ds UYeER olE &3] Fdste AdFcoR Fstvle A4dsA

%thar o] Azt Delis and Kouretas(2011), Delis et a ]
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Hlo]zp zpakel]l gk Y@ FES 1Ha3k ofxlo] Sl Ioannidou et al.(2014)2 E-2
Hlol 7HAdEe] UE & HFE7A] AEle AFE o)&ste] mare vEaEl(US
federal funds rate)7} W& Al7]e] LS A iEe] B¢ FEgSEC] Tt A S
S Hola glom Jiménez et al.(2014)2 ¥l MEGE $AAF AEE o &
stol Aee] 7127F A ESHH P50l ALAE L Dokt Ao e AdlEs
Wt JE Holal duh. ¥ Maddaloni and Peydr6(2013), Afanasyeva and
Giintner(2014), Buch et al.(2014) 5 93 vl=9 dE7]F AHoARE o] &
sto]l A stellA 3o tE7|so] edstdEvs AdE AlAE . Dell'ariccia
et al.(2017)2 v AFo] HEE|FZAHSurvey of Terms of Business Lending,
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<X 1> Indices for Bank’s Risk-Taking in Literature

Indices for bank’s risk—taking

‘EDF (Expected default frequency) by Moody’s KMV

ngft model(Gambacorta, 2009; Altunbas et.al,2014; Eid, 2011)
-CDS spread(Kim, 2014)
‘Ratio of risk asset to total asset(risk assets include all bank assets
except cash, government securities and balances due from other banks:
Delis and Kouretas, 2011; Delis et al., 2011)
‘Ratio of non—performing loans to total loans(Delis et al., 2011))

, -Z-index= (ROA+EA)/06(ROA), where EA is the equity-to-asset ratio
Bank's and o(ROA) is the standard deviation of ROA over the last twelve
Index quarters.(Delis et al., 2011; Eid, 2011)

-Granting of Loan Applications(Jiménez et al., 2014)

‘Time to Loan Default or Repayment(Ioannidou et al., 2014)

Loan Loss Provision to Total Loans(Eid, 2011)

-Standard Deviations of RoA and RoE(Eid, 2011)

‘Bank Lending Survey: the changes on lending standards over the

previous three months.(Maddaloni and Peydro, 2011)

-Survey on Bank Lending Practices : net percentage of banks
Survey . . . . .
Index increasing collateral requirements, tightening loan

covenants.(Afanasyeva and Glintner, 2014,)

‘Survey of Terms of Business Lending: share of high risk loans(Buch

et al., 2014), Loan risk rating(Dell’Ariccia et. al, 2017)
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<% 1> Risk Weight of Bank in Korea

RW(%) RW(%)
100 100
—— MEDIAN(EZHHH) —— MEDIAN(LY 5 )
Q-QUETHY) Q3-QLLHF )
80 - 180

[ W I
s M 140

20

20

| 1 I | | | 1 1 | |
a 2001 2003 2005 2007 2009 2011 2013 2015 2017 20190

Sources: Bank of Korea, Authors’ calculations
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& 7HgEFe dA7FsAs v AT =477 2008~2009W 5 =LA
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2o A= PGP N E & TS v Q) o] uhef

A mdold ead guB g WAL WrE Frkste] dAB YA )
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<38 2> Risk Weights” Assigned to Loans for Households and Firms

g A Z|tiE /IgE7EX (%)
120 120
— &

100 | -100
80 |- 80
60 |- - 60
40 |- 40
20 <20

O 1 1 1 1 1 1 1 1 1 1 O
2001 2003 2005 2007 2009 2011 2013 2015 2017 2019
o B: 7IACHE fI= 7S A (%)
120 120
=18 —— Uy
ca T fEgd

100 [ - 100
80| 80
60 |- - 60
40V} 40
20} 20

1 1 ] 1 1 1 ! 1 ! |
2001 2003 2005 2007 2009 2011 2013 2015 2017 20190

Note: 1) Each risk weight is an weighted average of the risk weights assigned to loans
sources: Bank of Korea, Authors’ calculations
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<3% 2> Variables Used in the Regressions

W 4 4] =4
Interest rate 9194 % CDhw 8T
Risk weight BISH| & A =& 7754 Flapa
Tier 1 capital ratio 7| AL/ 7 s A4 3ot &)
Whether adopting
e rqangs pased | gngay 1, 22U 0 RERR!
assessment
Capital Ry R R S gk 23
Assets exposed to risk AG7FEA A g &4l !
Net interest margin (Ag &7 -Aa 2§ )/o] A2k ElEa!
Deposit-to-asset ratio ol F/Z A4k gk 23
Loan-to—asset ratio F AN/ T A i
Short-term deposit ratio | ¥t7] 371€ w5t oA F/F o= a3
Short-term asset ratio W71 3 Rk ZRAE/E o2l Elasek
Loan Maturity = Hd I(Ee s 4g) ElEa!
Ratio of household loan | 7FAIt &/F 4l Bl
Non“performing loan | 5 4:e)o) 21/ 021 a7
Detrended business cycle | 37159714 ¢auss A%
o fcyorhouse | ag712 FaAAS: AdEold] 45 | F0L

F 3> 2000 3€HE 2018 6¥€7HA] 717 BQF B Aol A ALES Fa W
TEO JxEAFILh & w=ite] BAU MEd 2989 H9UEA Hit 536%
oty &L HHA o ® 78%UY AL B 1129%AU 9] AAVTAMbE Bkl
qom QI tFAE giu] 7] AR e] v &2 9.7%0| ) &8 oA F Ak &
TEORFE WA oE 24%° oS A= Ao® UEuth of&el AR
2 A EAS ARW F v oAl B FAe FE Ao R 629% 2 66.8%
olwl AA tE T JMIUE vlTL 37.0%% Aoz el e wky] 37149 wg
o A B A WjFTe HHgor 747 280% Y 234%°|th WEAS AduRd &
o] YA A HEE AV B AT ARE PRI e W] HlE) WE

ol Am 39 FddE HEtl= solAlE Mg A

ALY
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<# 3> Summary Statistics for the Variables Used in the Regressions

Wy 3 At p25 =% p75 FFdA
21(CDI1) 3.78 2.74 3.66 4.99 157
AE 7+ A1(%) 53.6 44.4 54.0 59.8 11.8
7] A 0] & (%) 9.7 71 9.0 11.7 34
o] Aukz1 (%) 2.4 1.9 2.4 2.9 1.2
A7) A (F ) 78 15 45 13.2 8.0
A7+ A=) 112.9 19.8 64.2 178.0 115.2
& Arks AN E (%) 66.8 63.1 71.8 77.0 15.9
% Ak o2& (%) 62.9 55.7 65.1 71.6 114
7] ol T F (%) 28.0 20.7 26.8 345 10.9
7] A2 F(%) 23.4 15.9 20.2 27.8 10.4
B ICD 39.0 20.3 30.4 475 27.8
THA ) 1) 5 (%) 37.0 26.2 33.1 49.0 174
ol o] Al 8] &(%) 1.7 0.8 1.1 1.7 1.9
TN AL EE(%) 3.9 1.4 2.6 5.0 4.4

<Y 3> 2o JFH A AAS fFH PO wE u]Soth 2018 6

dut A e PG Aol 955%7) 2008 HFAT o] F =3l WREF
ol ofell H7heE A k. o] ef o] tiE 23] A FH ATl WtE T el
o] FrtgozM A W] wtE 230 by wsiel Aol dia A

b
X

ol mUEgo] Fasirta of At}
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<% 3> Shares of Risk-Weighted Assets Calculated using the Standardized or Internal
Ratings based Approaches

(%)

100 1 —
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Source: Bank of Korea, Authors’ calculations
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<iI 4> Difference-of-Means Tests for the Variables Between the Risk Assessment

Frameworks
3
B EEUE UEEEY T | vaue
(A) (B) (A-B)
AF7HEA1(%) 56.9 46.5 9.4 0.000
7] &A1) & (%) 8.4 12.3 -3.9 0.000
o] Ark (%) 2.6 1.9 0.7 0.000
o 58] & (%) 63.6 64.9 -1.3 0.318
o & H] & (%) 60.3 68.2 =79 0.000
71 AIH] & (%) 294 21.3 8.1 0.000
@) A ] 8 (%) 259 18.0 7.9 0.000
THA  EH] 5 (%) 32.6 414 -8.8 0.000
ol o] A H & (%) 1.9 1.1 0.8 0.000

Note: Heteroscedasticity is considered in the tests.
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<22l 4> Distributions of Risk Weights according to Interest Rates
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Sources: Bank of Korea, Authors’ calculations
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2. B4 Oy

M
i

WA AE FYsh edd Fa Wt eael PSRl WAL g
Fozn U g guFEe 24ss 2992 dnnd Fuh ol

2 AFANAM = 2349 olFdAHS FASHY] 8] A T (fixed effect) S 1#H 3 &4

R

do
ol
=

rfr

)

IR (dynamic panel modeDVE 2 (2)¢F o] AAHIA o]E  system

GMM(Arellano & Bover, 1995; Blundell & Bond, 1998)& ©]&123}o] =43}

’ ’ r X
Wi, ¢ :O‘wi.t—1+ﬁ7.’i,,t—l+)(i,,t—1 ’71+()(i,f,—1®ri,t—1) ’V2+5BTt+Zi,f,—1 4 tntey,
(2)

mdoA ol @At = 23, &= 2000 3¥FH 20183 6¥€7tXA 9] wf EU|E o}
B FE5E5 w, = Lo Al Oig A@sEAc 1, = 919% D

2] = oJm] 3t} Rajan(2006), Borio & Zhu(2012)= w2 W3tz 3o 4= Alo] o3k

S WS u 239 YFLES AT B o1 DellAriccia et al.(2014)& &
o] WA fFo] Yru WA Fo] B2 AS T QA 23S UE T
ko] giek RUHYHS A E FshHE 5 dvtal o] EH o2 Ay o]

g8 AAATe Aol weh o] JJRARU G FolAutAe eq FUFE

o JFS WAL FL AR, DR AAadn Flete]l wAFH xorE o
zEstginh @9 <2 1>elA Hol: uigh o] Lo YREFEE =4 A
A bEA 7 AA ol A4 BAEY] s e ARZHA WRsFE A
%o B YHWE(pNE By gl 25 SANFE o8 SAWE 9

A FSAReE FAdE Wy o|t, AWM= Kashyap & Stein(1995), Delis &
Kouretas(2011), Dell'ariccia et al.(2017) & =3t 724 1 2 (Exposure
at Default, £AD), BIS B|& AF&E7]F A7|AHE FE(cAP), TUHE 5 7HdE Y

11) Woodridge AA8< o] &3ste] Uutald 2 (static panel data model)ol A 1A EI}=
o] &A3t=A gels] E Ay F-9Fk(p-value)7F W Fo} QAo 7Aoo EAjdtta &

kel ATt o]
of wet FANIRYS aHsATH
12) System GMM F4WHoAAE AN IEH ] YAY TAE 4ty S8 AWurz 238d TS5
A AT E EFHSR ARG BAOY 28 gjdo] AuidoR 7|k du HA 28 Fu A
BE A AAREE =PEEE AR 49 Hansen A9 AAH(power)o] AstE o] Z=daee] H3
4 13 = glvh webA A FAEAE TERTY F7F A AR B ESR AN St 4
Aol ZAAAE sy Ya FAEE (principle component analysis)S Fd TS AEo] uFg
(eigenvalues)©] 1 ©]/491 Ay =SSR ALE3 A9 2431500 o9 A= H-Zof AAsISH.
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&(R_PL), TAF ¥ FAME(DR), FALE ¥l oAHIE(LR), G712 &
(SAR), @752 &(SDR), & 7|+ WERBHE7I(L_MAR), 59
AXNZAGEE dellE A715dAF SRS A(BO), 7HIdE F25 4EHS
Bl e A=wvlE FUAESE(ARP)S ©l&3k3ith

UM AHHEGIRo] 28o] ALt HATEs WY W WESERES AMEE)
HH AR AR o2 vt A He g3t gk ol w28 WiREH
el whg &3] AR 2] WL &89 A vAE TS AHET

Aste] A 2 mdS A

ol
32
o

Wiy = QW4 "’ﬁﬂ,t—l"’X t—1 71 "’(Xz,t—l@ri,t—l)/%"'éBTt"'

(Zji,t—1®BTt—1>/5j+Zﬁ,z—l/(sj+771'+€i,t (3)

4 @elA gl AmE ng, dEw], B F OB, w4 g 2
2 Aega HAE WEE zo) TFAA 22 2 e WFE F oA

TP W52 A BAWSY e o).

flo
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1 28 2 299 +9727} APFEA VA= I

o7l 2 AgolA AHEE sAEEA Y] AdE dHE A sty <& 5>
3

NE A (2F o3l 239 YFFFo] JFS vH= 29l d3 FAHARE
AAEAT <3E 5> 4 (DS =89 /s Hagete] wasks ndshA] g 4
ot} 3G Aol A= FEe 2qo APdTFTS ()9 AAE Holyt TAA
O Fo3tA] o} o]F FI F WS AL & & fUvh oM e E npe}
ol o]EAoTE F WA ) 5 (—) BF JHsstE

=z K
sto] ohs EAS ettt w29t 289 fAdrEHY #dA 23 A
Fo)Fx7t 9SS nHAE AT ((Dell’Ariccia Laeven, and Marquez(2014), Agur
and Demertiz(2015), Dell'Ariccia et al.(2017))E vlgo® 4 (2) ~ & DolAE= 7]

BARH g W ol izt Felste] wARE Fbsielnh

<E 5> 9 B) ~ I WA BelFEo| folxjrbalant Felske] mAFol B ol
EUAE 59 X oAl FUIRAD GAE 23 AAS BAZOLE £
et @ @ 2ol FA7 BEAA 19AASDTE 45T A eq9 9
F7FEAE 200919 SHEE] ol AW EN BEEAAILL%) oF 5% YT

t rEem Ft o8 AWAEAY MES AR Agada ¥ 5 ok 9
$eutet e 3

(2 ~ G @AM JEhbE Selet 2B B ARTRE FE9 ARSEE
shel #A) G vAA Re= Ao HEo} wolAnae Felsh 9@5E
el @A) FFE MAE Ao vehgth @ @A 2o Felst BEAA 19
9 A5 A wolAuizle] TR Lol PAEAE Felel APENE A
S 17%pl A5 W wolanio] BEA el AAAFAL 11%pl5 4
Fol 24 F A7t wolAuize] Aolm <la el wE AREA] WEol

13) 157(FFAA)=1.332(AF7) = 2.1
14) 1.57x75th =0 Ak (2.9)x Al 4=360.373) = 1.7
15) 1.57x25th =] AFA(1.9)x Al4=34(0.373) = 1.1
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o FAHUTh WY, LA ARTES) hEL FHOE F AWTEE APFE
o FolF GFL MAA gom ANAALEES dehi 71FBAS SHUEA
% AANE £05 FHL Uehls FUAALSEE AP5RE 9T WA
= Aoz Uedth obew BAE AR BFT A% R4 W] npE
o9 fla5zel MaE A 8 wAd D@ TN LR A
= folR GFE MAA = A0E vehgeh o 3w sk 2ol AFIEA A
%4 (persistent) .2 V3] AFIFFA ] 3 AAAFe] B FAAZE FYAel

HAgle] TAASE w9 Fold AdE HoAFa Yk

g AR ABAI B 2AAFIA FA QAR A7) dto] EAEHA] B AR U
Eh} 28e] 9 AW (misspecification) A= & AHo= HQUTh uwh AW A oF
(overidentifying restriction) Hansen #H7%4 A3 FHA] AFE3 A E(moment
conditions)e] & atth= F7Hdo] 71Z4H A= FRANE FE=T] O] Bl FHA] AL
|3 =g U Hol =t AAA (validity) = ©lE E8 ddshrlel=
g7t Aok ETFRTe FE5
3 Axprp koA AFE o

many instruments) AF&o] F4 A3} v X = FFS A e Aow FHDHET

16) 1.2(EFH2H*1.619(AF%) = 1.9

17) B2 = oy Abgets =3yt 28 49 system GMM 34X #AY(bias)7t AT 4= d=w)
(Tauchen, 1986; Bond and Windmeijer, 2005) $4&E4S 53] F4A] AHEste EFdTY 5 9%
Azle] o]zt AR e A2 919 Hol A FAF AsHA drh= AL o)
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<I¥ 5> Regression Results: Impact on Risk Weight

(1 (2) (3) 4)
=2 (CD 91¥¢ &), -0.034 -0.204 -0.753x ~1.332xx
(0.159) (0.265) (0.293) (0.522)
71 EA RN & 0.154 0.094 0.131 -0.005
(0.127) (0.123) (0.125) (0.107)
| BAEN] & x=E] 0.019 0.050
(0.023) (0.032)
ol AR, 0.035 0.033 ~1.360s ~1.619ss
(0.069) (0.069) (0.458) (0548)
ol AmkA  xFE 0.316%x 0.37 353
(0.106) (0.131)
b I B R G Y -2.008 -2.008 -1.345 -1.630
(1.226) (1.222) (1.190) (1.249)
AG7tF AR L), 1.734 1.732 0.988 1.285
(1.263) (1.241) (1.224) (1.271)
-39 o, -1.241% -1.260%* ~1.475%:x ~1.559
(0.626) (0.637) (0.648) (0.664)
JHAE R F -0.024 -0.024 -0.021 -0.021
(0.014) (0.014) (0.013) (0.014)
&, -0.013%x -0.013sx -0.018sx ~0.017xx
(0.006) (0.006) (0.007) (0.007)
FAE T odan g -0.003 -0.003 -0.008 -0.008
(0.024) (0.024) (0.023) (0.022)
L PSS = -0.025 -0.025 -0.023 -0.022
(0.018) (0.019) (0.018) (0.018)
A T AR S -0.023+ -0.023x -0.025x -0.022+
(0.013) (0.012) (0.013) (0.011)
L RN = -0.006 -0.005 -0.011 -0.011
(0.013) (0.013) (0.012) (0.012)
Faeloj 4l & 0.018 0.027 -0.061 -0.047
(0.071) 0.072) (0.063) (0.063)
A7 5 A5 SFUT A 0.037 0.043 0.113 0.119
(0.076) (0.072) (0.076) (0.072)
FTYNAGSE -0.001 -0.001 -0.012 -0.011
(0.023) (0.024) (0.024) (0.025)
AANEA, 0.9025 33 0.900s% 0.876%#5 0.880sx
(0.041) (0.037) (0.041) (0.039)
52 1,125 1,125 1,125 1,125
A &3 27 27 27 27
ARQ2) AA 717+8E (p-value) 0.154 0.155 0.181 0.190
Hansen 77 7]Z}&& (p-value) 1 1 1 1

Notes: 1) Standard errors are in parenthesis.

2) The symbols *, #* =% represent significance level of 10%, 5% and 1% respectively.
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<*# 6> Regression Results: Impact on Risk Weight Considering the Asset Structure
According to Risk Assessment Framework

(1) (2) 3) 4) (5)
=2(CD 91¥ &), -1.332xx  —1.255%x  —1.135%x -0.879= -0.912=
(0.522) (0.526) (0.508) (0.513) (0.518)
7] A EH] & -0.005 0.005 -0.006 -0.058 -0.049
(0.107) (0.114) (0.109) (0.102) (0.105)
Z1EAEN] & <=7 8], 0.050 0.0424 0.051 0.052 0.052
(0.032) (0.031) (0.035) (0.036) (0.036)
ol ApubA, —1.619#xx  —1.550%x  —1.341%x -0.991* -1.063*
(0.548) (0.608) (0.541) (0.525) (0.520)
ol ApwkR,  xFE], 0.373sx% 0.361*x* 0.311*x= 0.234 0.248+
(0.131) (0.145) (0.129) (0.126) (0.125)
A7) AR (R 1), -1.630 -1.413 -0.742 -0.773 -1.044
(1.249) (1.210) (1.057) (1.072) (1.070)
A7 AR D), 1.285 1.089 0.479 0.378 0.657
(1.271) (1.220) (1.063) (1.060) (1.066)
yHs=8 g, —1.559%x* =2.943%  -3.474%%x —7H58*xx —8 258**x
(0.664) (1.541) (1.109) (1.310) (1.310)
THANE Y] F -0.021 -0.028* -0.013 0.001 0.001
(0.014) (0.014) (0.016) (0.016) (0.016)
AN EN F, <l F w5 grl 0.048 -0.019 -0.076 -0.086*
(0.029) (0.050) (0.049) (0.048)
HE97], -0.017%x -0.026%%* -0.056%**% —0.044%x% —0.040%:*x*
(0.007) (0.006) (0.017) (0.015) (0.014)
& x5 w ¥ gl 0.061%  0.062%%  0.065%x*
(0.032) (0.028) (0.027)
o A M &, -0.008 -0.018 -0.016 -0.035 -0.029
(0.022) (0.023) (0.025) (0.022) (0.022)
oA & xURESEH 9l 0.101#=**x  0.090%3%x*
(0.020) (0.021)
P N -0.011 -0.017 -0.017 -0.010 -0.020
(0.012) (0.013) (0.012) (0.012) (0.012)
LR P RPN Rt i B = ] P 0.092::
(0.033)
TAIR & -0.022%  -0.024%*  -0.025%*%  -0.031#%*%  —0.029%
(0.011) (0.011) (0.011) (0.013) (0.013)
71 AIN & -0.022 -0.013 -0.020 -0.027* -0.024
(0.018) (0.019) (0.018) (0.016) (0.016)
T oAb & -0.047 -0.065 -0.102 -0.136% -0.108
(0.063) (0.063) (0.066) (0.071) (0.072)
A7 W AGF S TA 0.119 0.127x* 0.160%x  0.160*:x 0.143%x
(0.072) (0.069) (0.061) (0.057) (0.059)
FYNALSE -0.011 -0.013 -0.022 -0.035 -0.028
(0.025) (0.024) (0.025) (0.025) (0.024)
A7, 0.880%xx  0.890%*x  0.860%**  0.869%x*x  (.880%:*x*
(0.039) (0.036) (0.037) (0.035) (0.035)
#HEA 1,125 1,125 1,125 1,125 1,125
AA 3P4 27 27 27 27 27
ARQ2) #A 717485 (p-value) 0.190 0.306 0.308 0.615 0.718
Hansen #74 7]178& (p-value) 1 1 1 1 1

Notes : 1) Column 1 is equal to Column 4 in Table 4 which is the regression results not
considering the cross terms of the variables related to a bank's funding operation and

the dummy variable of whether the internal ratings based approach is adopted or not.

2) Standard errors are in parenthesis.
3) The symbols #, ** s##*x represent significance level of 10%, 5% and 1% respectively.
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<E 7> 289 gx=o n|x= 29

(FHEEMoZ FHA 0|8 EFHET = T
1) (2) (3) (4)
=2 (CD 91¥ &), -0.046 -0.240 -0.857xx —1.47 4
(0.178) (0.308) (0.343) (0.548)
7| EA ] & 0.155 0.069 0.123 -0.037
(0.149) (0.128) (0.153) (0.109)
AR R ] = = i 0.021 0.054
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<Abstract>

Monetary Policy’s Risk-Taking Channel in Consideration of Bank’s Proft

and Asset Structure: Evidence from Korea

Uijin Kim", Hosung Jung"™

This paper exploits the effect of an interest rate change on the risk-taking of
a bank in consideration of its profit and asset structure. The risk-taking is
proxied by the risk weight of a bank, derived from its BIS capital ratio. We
show that in Korea, an interest rate increase (decrease) make a bank bear
more (less) risk. The risk—taking of a bank more profitable is less sensitive
to an Interest rate change. In addition, the asset structure, such as loan
maturity on average, ratio of loan to total asset, ratio of short-term asset to
total asset, of a bank, adopting internal ratings based approach for its asset
risk assessment, has more impact on a bank’s risk-taking than one with
standardized approach. This paper is the first attempt to use the risk weight
of a bank under capital regulation to analyze the relation between an interest
rate change and bank’s risk—taking. It thus contributes to the literature by the
use of direct measure for risk-taking of a bank and by showing the

Interaction between monetary policy and macroprudential policy.
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Asset Structure
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