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te Aalsh 9BA g APl BAd e
FstAl AR = Ut

ST ez 239 8 W W)
Froladl Wsks (T8 2004) Ee B7] 23]

st dloltH(FH &e 2003, HEE - #A4€ 2004).

93 5(2016)2 A7), B9 mH )8t
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H(1)9) F5UFE AN (ALoan,) o]V
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ALlH s S FAS] Yl &etith. Ivashina 20099 6€(20084¢ 1#7]1~2009d 287 = &
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H]‘%(Deposztt D& F718kth. Bernanke and 3—‘?*7]E 2 olatsitt. <u- EAA(2016)°] &
Lown(1991)9] Aol AE7] BISAIARH] X3 7lecdd ¥ ﬁﬂfﬁ%o]v} 3718 A17]
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(Recession, x B2,) W] 3|AAIF g7 F(+)<]

Z714

kil

+AEBP, | +v,8ize,_; + %‘,E YD,

+~,(EBP, X DELR,) +~5Capital R, _,
+7j2 QD e, e

Yo+ WANPL, +v,EBP, +~,DELR,

(7ha4)7} e,

L

.

=)
LLP,

(DELR,)9}e] %5 2-4-(EBP, < DELR,) 57| 3
°

AN 47 % 2009 e A

hud

9 (3)

29

(7}4d3]o] Aee.

L

D713 A 71019 1, ofid 0;

+ B, (Recession, x B2,) + f,Capital R, _,
+ B ABint, + ;Size, | + B;Deposits,
+ ByACapital R, + 3,3, QD+e, -

Jo] #3EA| et
ALoan, = 3, + B, Recession, + 3,52,
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B

AlLoan,
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q
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2d(4)

7] BISAZ| AHEH] &

=

47114,
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ox}'ﬂ'l

T2 (Deposit, ) 2 BISA]

7] BISAZ| A2 & Haks
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B
7]efn],
<

d
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-

AL (Size, ),

A& %ﬂ%(ACapital Rt—1)

7F
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@b,
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&
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rlo

o ZI|EHIAo| FI|=Sdnt ojzz(ol njxl= E

B ol Wake(AneL,) o] Y2 (LLp,) 46. 700, B A718A7= 26.70L. 3
o 9 v FA}A . Ahmed et al. A719%7]= 20.07€elt}. 2 - 2013

rL F:U

(1999)& t&=d7u|7) o] el® opdet A2 3E(F) o SAF S Alllcr|e] A7lcgd
g7 vlgjolfel e AHEE 4 glvka stlom, of 1A tu AME wESA g webM v
£ BAs] S8l BISAIARRH & (Capital B, )7 AT TFA 9471 flel 37187387171 #4112 A
t+17] &2 47 A o] (AEBP,, )& B4 o& ATHE 20159 187179 HolH T ARE:
Weg 2l BAd Axgul(yp)E o4 SSiH & A7 Fa ANl SdAAAE
A 0@ dEd 9% FAlsn, widn(gp)z  (DELR)E 3] 94 1] 87 dlelHz 37
=4 B9 592 24590 silen, A5 AR Qe 40 Brbed A¢
de g 2719 LS MM Adagt. of
3.5 FEAMNI} XI24E of £ dadk T2 20049 1#71FH 2015
d 12717441 €] 5557 0lH.
& A7 20019 187198 201549 1271714 & ATl AR Hio] dxd BEE (F 4)9
=h) AEAANZ-Y AFEIA AN 712 2T 2004978 20159744 AA 8 (28-

27
FEagn. BA4Y ANERFNE A B)E F 5550tk @xdzE 201194
Qo) AR e AWNA GO, (B 20139449 Fee] 24 566l 20104 &

el Sawl AgEH] o) F AleBIIE HF  S5Nelth W, 20159 1279 FE5el 127)

T = A A2 =9 A v =9 &
1 2004 22 22 0
2 2005 46 46 0
3 2006 48 48 0
4 2007 52 52 0
5 2008 52 13 39
6 2009 52 0¥ 52
7 2010 55 0 55
8 2011 56 0 56
9 2012 56 0 56
10 2013 56 0 56
11 2014 48 0 48
12 2015 12 0 11

A 555 181 374
a) HH2E 200849 2%71%E =4EA 220094 o] F EE2 /MY

HYSHATL ®483 ™23 20194 42 379
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02
S
0z
o

(% b) FEo| 23y 2x

T =3 A w2 =9 A HpAD =9 &
1 7ege 38 15 23
2 BFea 38 15 23
3 Zyogb 39 11 28
4 719&3 43 15 28
5 o T-&3 43 15 28
6 Hakeg) 43 15 28
7 Alghege 20 0 20
8 BRI 43 15 28
9 $2l&3 43 15 28
10 AE-e3 43 15 28
11 A F-3 43 15 28
12 sheg? 33 5 28
13 g2t EAElE 23 43 15 28
14 S e 28 43 15 28
By 555 181 346

a) A& BFLYE 20149 37710 A7 BNKE6AF, JBE6AFd AY=HUS. 20149 3271 o] F dlo[el7h glof
Z“2 T F #Eo] 2374
S 20019 42710 FEeate] ghstel 20019 371 oA dlolezt 3101 }éZ EQ A EEo] 114
c) A2 20061 28710 2F23& ystel 20061 187] ol o] gl L3

b EAQY AL (DELR) S {19
A&d 1271 247 dolErL Bastng v k9 Aol AU HEol glon H}Z“2 =Y 5 2R 2078
d) S22 20029 42710 A&dE ekl 20039 13271 oA dHlolEl7} glo] w2 =9 A EEo] 5/

2 7P Ao, 20043 22709 FEo] FZH
oh w27 = 2008 2878 AFe ®
TFE 247 181709 3747001t} (& 5y <3

2 FEA 229 29 BXE vepla itk 71 4.1 JIEEA™

Aqed, 2, Faked o HE 4L 4372

7V gen, Agede] E 7 2072 718 A (£ 6)& AFRIAN A 2 W] HAR
Aok, 2Eegte] e AFAE}F 2006 287 0 B L w29 A% SA S-S
FH A 2 FAENo EANHE(DELR) T AAREAAN FALIWS-E (ALoan,) o] 1t (F
FAd HAa 399 FRE Algslrg vl = 91992 0.019(0.017) 22 A

¥ 20089 2%7] el Eo] gitt. (1. °

7 P z
=9 A5 FHE(FA5)S 42 0.031(

V. d5EME

Bl 2

O
N

5

ft
ey
o
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i=l
°
10

el ojxls I

(% 6) =9 7|28A

Panel A) AAZE N=555 (2004.1%7]1~2015.1%7])"

Variables Mean Std. Dev. Min 1st Median 3rd Max
ALoany 0.019 0.035 -0.232 0.001 0.017 0.037 0.275
CapitalR1 0.132 0.018 0.091 0.117 0.132 0.145 0.182
ABinty -0.010 0.106 -0.429 0 0 0 0.182
Sizei 31.415 1.327 28.197 30.544 31.613 32.608 33.234
Deposity- 0.943 0.181 0.355 0.867 0.948 1.063 1.321
ACapitalRi 0.007 0.056 -0.220 -0.023 0.002 0.030 0.352
LLP, 0.002 0.001 -0.005 0.001 0.001 0.001 0.007
ANPL 0.000 0.002 -0.016 -0.001 0.000 0.001 0.015
EBP, 0.003 0.001 -0.003 0.002 0.003 0.004 0.012
AEBP;+; 0.436 6.608 -4.689 -0.232 -0.028 0.261 149.755
Panel B) A2 =94 N=181 (2004.1%7]~2008d1&71)

Variables Mean Std. Dev. Min 1st Median 3rd Max
ALoany 0.031 0.031 -0.059 0.011 0.029 0.049 0.130
CapitalR 0.118 0.011 0.091 0.110 0.116 0.123 0.152
ABinty 0.022 0.058 -0.071 0 0 0.063 0.154
Sizei 30.995 1.286 28.197 30.229 31.350 31.941 33.019
Deposity- 0.982 0.196 0.399 0.867 0.974 1.141 1.321
ACapitalRi 0.005 0.051 -0.104 -0.028 -0.001 0.023 0.171
LLP, 0.001 0.001 -0.003 0.001 0.001 0.002 0.006
ANPL -0.000 0.002 -0.016 -0.001 -0.000 0.001 0.005
EBP, 0.003 0.002 0.000 0.002 0.003 0.004 0.011
AEBP;+; 0.987 11.189 -0.992 -0.235 -0.020 0.303 149.755
Panel B) A2 9% N=374 (2008.2%7]~2015d1%71)

Variables Mean Std. Dev. Min 1st Median 3rd Max
ALoany 0.013 0.036 -0.232 -0.003 0.012 0.029 0.275
CapitalR 0.138 0.017 0.094 0.128 0.139 0.150 0.183
ABinty -0.026 0.120 -0.429 -0.077 0 0 0.182
Sizei 31.618 1.300 28.650 30.849 31.748 32.744 33.234
Deposity- 0.925 0.170 0.355 0.868 0.947 1.024 1.259
ACapitalRi 0.009 0.058 -0.220 -0.021 0.003 0.032 0.352
LLP, 0.002 0.001 -0.005 0.001 0.002 0.002 0.007
ANPL 0.000 0.002 -0.008 -0.001 0.000 0.001 0.015
EBP, 0.003 0.001 -0.003 0.002 0.003 0.003 0.012
AEBP;+1 0.169 2.055 -4.689 -0.229 -0.030 0.249 36.905

FEAAC) TESA e ALY AN5ENE TEA @] 98 20159 121N TR A
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0.013(0.012).2 vl =9 9] oAAF7H&0]
e o2 Yyt AAZES] BISA | A &
(Capital R, ;)& 1t (F9197)0] 13.2%(13.2%)°]
e 2 11.8%(11.6%), 13.8%
(13.9%) 0.2 vH2 =) Fo F7kshe Aoz Y
Ebutth, E3 BISAIAFEH & ( Capital R, _,) €]
2HE 9.1%% Sea=99 A7IAFE2A 718

Holx gleh#

w4 A¥E 47

2)
(EBP,)®] B (F95)< 0.003(0.003)
sk @, BeofiiekE(ANPL) 9] it
94)€ 0.000(0.000) & 1 $- o o)t}
(F )& EdJAYAE(DELR,) S Y
AR ()3 A(2)9 AHE(
ZleSA eIt 2(1) t&d7y =Y
o t-271¢ t-1719 Ffoiidsts

ANPL, |)°| 34 v,
de t71¢ t+1719 &
ANPL, . ,)°] F7HE%t. &,
7F HAR Hol| oste] e

o
£ @A 2 vgyuE Flagons 4

o] F(FH4) 2 0.1667 (0.1685), 41(2)2] A
(A R?)E 0.2512(0.2870) 04 A= (=4 R?)
ztole] Hit (FH4)-2 0.0845(0.0266) % 4H=H
A}, Beatty and Liao(2011)& 21(2)<} 21(1)
o] Argle] Apol7} 2 L3fo] Al njg e

Hstel £AE 279 it #4
]

A71AA71= 1157 ]},

o Jlz&AZF (N=555)

T Mean Std. Dev. 1st Median 3rd

(1) A9 (=4R?) 2718494 238 (a)* 0.1667 0.3231 -0.0750 0.1685 0.3887

2(2) A (2AR?):271£4904] 29 (b)* 0.2512 0.4282 -0.0625 0.2870 0.6257

ArE (=4 R?)9 Aol (=b-a) 0.0845 0.3056 -0.1403 0.0266 0.2822

foA(1)9 g 2Ee AuRlg t-27]9 t-1719 FeoluEle s £33

#2(2)9 e gn 2o Audd (-27]9F t-171% ofl} t719)F t+17]9] Fdoianseg Fa3)

22) w8ldde FAEN & (BISA|AZH] &) o] 100%<] 8 nINkel 75 ald 2ad tate] dadt X & o|gsles: duditt I
28 ZAE AAGRGle] 12 2 A AD, BN AR AR Fo) EE g, olpule] AR 5L X
tHePA=74, A28 ANzt 2 AP 2A).

23) d&3AN & (LLP,)S w2 =9 A HdE 0.0014, &9 T2 0.001909, HTatoldAddl gt t-FAHS -3.68%

H
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1y o
el
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,
atellA] frefatAl S7HE A o® Uesth(AAIgE A

Hqde 0.
(&% 8) =),
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289 z7|24el40| 27|24 olmelol ojxs FH

37184719 2.18%, 74713471 0.84%= 771
AA719) FAA Wahgo] 1% A= FEAA Folst
A e AR Yewt. ol & B8l A71AAA &
o] F7HAQ AN FHES Fhdte A7eEAd0l
9] A fel= Yepdtin &
AHEH] & ( Capital R, _ )& 74
HiE A71AA 7 = 12.70%°1H A= 4F 1% o
1A FelotA getxler. Z1ES e sk (ABint,)

2

ZA7IAAA B S-S wkdste] /g7t
Z7k97) W&oz dtdt)
(& 8)¢] vHd2 =) AF Hdato] AN F

AL SE (ALoan,), 71Tk (ABnt,), %

T 1
(EBP,) 52 vH2 =9 %o SAACE &
FAAM A4 Aoz veigy. ZIeasdstE
(ABint,)< vH2 = F A7]9] FA g 4
Ao

o}

o N

% A7I-AAZ A frels dtetshe AoRE Ve & =23 Agy 7127 v e =
o =, 27179 Ve Meked 1.55% 4 "tk
sohe W A71AA719 TEsde 10.73% & BISAZ 1AM & ( Capital R, ), ZAH Size, ),
2t AEFE 1% dtellA 73 zfol& Hola &G &(LLp) B FoistE(AnPL,)
At ole d=2do] 7lEad stFE B3l A7 < a2 =Y Ao Hs) oAl Sk Aew
AA 710 25874S Aelstus sk A4S v Uelth. BISA|IAREH & (Capital R, )& P2
st ZloR o) sk, Foal iy] i B9 dele dEd 11.75%019ey Y Fo =
H&(LLP)E 7718374 % 0.16%, 47134 7] 13.85% % frelatl 7letsitt. ek tid2nl&
= 0.22%2 1% oA fFolstA S7katl e (LLp)E& vH2 &9 4 0.0014¢19 o4 = &
(E 8) Wrklo|ay
w20 371874719 2713471 vla B2 £9Y XJ_—?‘F H| 3

BN837 ABIRA t 5 A Hp2Edd HP2ElF tEA %
ALoan, 0.0218 0.0084 3.67** 0.0314 0.0131 5.91%**
CapitalRe1 0.1328 0.1270 3.08"** 0.1175 0.1385 -15.10%**
ABint, 0.0155 -0.1073 12.50*** 0.0223 -0.0255 5.08%**
Sizei1 31.4375 31.3285 30.9947 31.6183 -5.32%**
Depositi1 0.9423 0.9474 -0.27 0.9820 0.9247 3.54%%*
ACapitalRe1 0.0018 0.0281 -4 56*** 0.0046 0.0085 -0.77
LLP; 0.0016 0.0022 -4.12%** 0.0014 0.0019 -3.68%**
ANPL, -0.0001 0.0003 -1.53 -0.0005 0.0003 -3.40%**
EBP, 0.0030 0.0031 -0.76 0.0034 0.0028 4.78%**
AEBP;+, 0.5304 0.0742 0.9875 0.1690 1.37

FE 4407) 11574 18174 37474

a) W] Ao (&E 6) Fx
b) A71AA7]: 2001Q2~2001Q4, 2005Q1~2005Q3, 2008Q4~2009Q2. 2012Q4~2013Q2
¢) HR2: 2008 28715 E =9
ZES AT m4sH 2% 2019d 42 383



0.0019% AF+E 1% OMW 11—/] ot 7k

AoR £M5 ‘212“1 Tl st & (ANPL,) &
o2 =]) 3 AA S7HE ﬁﬁli LERSTE b
A2 = F WEIIE(LLR) 7 9
AWEE(ANPL) 9] ol S7tol da) dFE o

J

(£ v 7RI ¥zt vojE FaaA
NZAILE eI OMEM (ALoan,)& BIS
A7 AR & (Capital R, )2 A #FE 1% Skl A
ol ()9 ARAAE Holx U}, #l|<] A3
A (Bernanke and Lown, 1991: Beatty and
Liao, 2011 &) °llX BISAPIARZH] & ( Capital R, _,)

o BELE(EEFE) elle] FHHL)Ae] H(+)

He

A7 A EB & ( Capital R, )l 71 EAFE8] & (Tier]
risk-adjusted capital ratio) & AF&-3F WhH  E
dAe AR FgHY Aoz FAEHE

stk ol el 7
ek, = F

= A&

A4 wlmdl A7
A (ALoan)S F5418] &

(Deposit, )7 o3 ZARAE Holx| gho}

Ivashina and Scharfstein(2010)9] A+9= %

ol E3ith Hhd,
37| A ol (EBP,) ¥

THAE B

Gl Al gh&( ANPLM 7

o] AW 3}-& (A Loan )2
folg S+

=
B

)¢

T A dESAE(LLp) S

BAZF v ol =

FE

9l ek o],

o &8 & (LLP,

(EBPt)T’P:

F(+)9

A 3+

\

o

)
b
oot 1O b om 2 g ox r

o 4BIAE Yehlle Ae tha Ao|E Holm & 9]
ATk, 23y Beatty and Liao(2011) & BIS
(B 9) Zoj& Az
i ALoan; | CapitalRy; | ABint; Size-1 Deposit | ACapitalRi-1 LLP, ANPL EBP, AEBPy+;
ALoan; 1
CapitalRi ~0.25983" 1
ABint; 0.15040"** | 0.10653" 1
Sizer-1 ~0.14834™ | 0.24367*** | -0.03379 1
Depositi-1 0.05406 | 0.11608***| 0.08003" |-0.63145*"* 1
ACapitalRey | -0.12325"" | 0.14639"* | -0.17662"** | -0.00490 | -0.00693 1
LLP, 0.07737° [-0.05047 | -0.29321"** | 0.06369 | -0.08559" | 0.08964" 1
ANPL 0.02957 | 0.03074 | -0.18431"** | 0.01331 |-0.04863 | 0.07035" | 0.23158"* 1
EBP, 0.13404"* 1 -0.19693"* | 0.09122" | 0.04185  |-0.15222™ | -0.00359 0.24273" | 0.06749 1
AEBPM 0.08043" |-0.03455 |-0.02899 |-0.02098 |-0.00961 | 0.04325 |-0.07680" | 0.01860 |-0.15443" 1
8 7 AL AT ALEHE 2ot FWAFE AT A, dol AT KT 2ol & HolA] &

# Wge Aot (E 6) A=
oo k7 10%, 5% 2 1% SEIA f
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4.3 s

4.3.1 V1) A% AR A7

(3£ 10)& ZA7IAAA QA& Fhshe
Aol Y2 A4e Ago|t A7
(Recession,)® 3HAAF B0 &(-

& 7AW A71AA7 A F

o stetstAl =, ol= A7I-AA

=
olo
ox

)
2R3 (A Loan,)
Al

ol
/0] Yehdtts (ZHd1)o] A, 2443,
AAFEAA B, -0.013322 1% FTAA &
oA veht (7Hd1)0] Agsglon, ol =
PR & 7371 A 70 el FefshA AagE

(10> ofele] &7|=

S5t ojofz|ol| oAl I

Agaake Sivl7 s e w9 A 5l
B 27 -0.0108, -0.0118= 10%% 5% T+
AN frelsl debgon, w2 =919 gagll

AN oalel 3714840 Uehta 98-S
15,

Jot ox,
o N

]
712 A7) (Recessiont)g]r 421012

(DELRt)Q /\c]';z]'%@‘}l:(ffecessiont X DELRt)

SN UY (11 BHDY)

=

ALoan, = 3, + 3, Recession, + 3, Capital R, | + 3;ABint, + 3,Size, | + B;Deposits,

+56A0apitalRt71+5iE QD+6,5 ..................................................................... 23(1)
H4F o = AR A2 =94 A2 =95

_ 0.1239** 0.1075 0.1141***
S lnipereest : (2.43) (1.11) (1.89)
s ) -0.0133*** -0.0108* -0.0118**

' ¢ (-3.23) (-1.68) (-2.13)

. -0.5292*** -0.0167 -0.5598***
B2:CapitalRy * (-6.00) (-0.07) (-4.07)

o 0.0248 0.0584 0.0159
B3:ABint, = (1.59) (1.43) (0.81)

. -0.0015 -0.0023 -0.0014
B4:Sizer : (-0.98) (-0.81) (-0.79)

. . 0.0089 -0.0090 0.0205
B5:Depositi-1 : (0.82) (-0.51) (1.35)

. . -0.0202 -0.0133 -0.0341
B6:ACapitalRe - (-0.77) (-0.28) (-1.04)
QD £ Fixed Fixed Fixed
Adj. R 0.1197 0.0146 0.0998
N(A%) 555 181 374
Wgo] Hol: (F 6) %%

o owe 7Y 10%, 5% 2 1% FdllA fro
HESHAHAT H48A 2% 20194 42 385



o AAAF B57F -0.0021 & FolakA] ol vpd2  A7|eSA S BAg Aot BAAA A7)
=Y Aol 27140z Qe ale] A7l AAI (Recession,) ) AAASF g0l &(-)9 2
Aol getEtE (7Md2)E AEE A °‘°*E} ol g T HolA Po} Z7|EARIY ARz PR3
53 vpA2 o dEade]l molE el A7EeAde] BB BF o4l AVIeeAol YERA] ekt
H3le e G9E Holx| gE Aow @ﬂ”‘ Foatt. o ZA$EH (Chow Test)S $88 2o e F
(B 1D YA €3 oxlA) & apd2 =0 A 32 2F 593 Afo|7t YehA] Pol 23 (2)9] 9
FE e zriedadsia g 233 2r1E 3 (URE2)9 AH Atel X3 o] 2 Faf =
AoAsle 2gor FRate] A7|AAA ol gl A Mgl &Aoo r ofale] Hy)
(E 1) ZledlelNe FoleSy eBlart A (h2 AYRY)
ALoan, = 3, + B, Recession, + B,DELR, + 3, ( Recession, X DELR,) + (3,Capital R, _ , + 3;ABint,
+ BySize,_, + B, Deposits, | + B ACapital R, |+ ;3 QD+, wwww-evvseeveesssseeneess 29(2)
- = DELR=0% DELR=1%
bl A5 | HZERE aiegaan ge 2| @edadeE 2a)
. 0.1036 -0.0725 0.1825
B0 Listzreenl : (1.05) (-0.46) (1.51)
B1: Recessi ) -0.0099 -0.0082 -0.0101
S (-1.17) (-0.89) (-1.16)
. 0.0013
PP, . (0.24)
. : -0.0021
B3: (RecessionyxDELR;) + (0.18)
. -0.0230 -0.6346* 0.3368
B4:CapitalRy * (-0.10) (-1.78) (1.12)
o 0.0582 0.0016 0.1546***
B5:ABint, * (1.42) (0.03) (2.85)
- -0.0022 0.0056 -0.0067*
Besiz : (-0.75) (1.16) (-1.95)
. . -0.0090 0.0062 0.0032
B D0y . (-0.50) (0.24) (0.12)
. . -0.0132 0.0053 -0.0084
Bl B : (-0.28) (0.07) (-0.14)
QD £ Fixed Fixed Fixed
Adj. B 0.0033 -0.0158 0.1684
N(A%F) 181 95 86

Py Holr (R 6) Fx

271840048 71530 R 24744 (Chow Test) S 83 23 F-value(p-value) 7} 1.56(0.12) & §ol8}#] S
ol Z7|EA e g FAAREE Atol7t §leS onletr, B¥(2)e AR 5dT

R A2y 10%, 5% 2 1% FEolA fre
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W BISAZ|AREE] & ( Capital R, ) 2] 3] A7l
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+ B ACapital R, + 3,3, QD+ ¢, = 728 (2)
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ALoan, D FAq Wshe
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QD, D E71Em].
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2 BISAZ|AHEH & WSk (ACapitd R, )& &
ARSFR FrRere =3 271hn(ep) = 5
2719 53 SAl .
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T8/ AhHA ¥ oy dstHE Aoz y
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= AdEn

&, A 43 oAA E2 1AS39 =S VIS
S8 Hig TEO A4l AVesdE B4
Azolt}, TAS39 =% A A71A A7 (Recession,)

o 3AAF 8,& -0.0218% 1% F=olA folst
o A71ee8E Bolu vk a3y 1AS39 &Y
Fo] BAAT 8,2 -0.0028% F2lg gk HolA|
gt} T HEo gt 244 (Chow Test) M=
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ALoan, = 3, + B, Recession, + 3,1A4.939, + B, (Recession, x IAS39,) + B, Capital R, _, + B;ABint,

+ BgSize, _ + BrDeposits, _, + B ACapital B, 4 + 3, E QDA€ oo F71RE(2)
=t FES AA R [AS39 =94 TAS39 9] =
. 0.1172** 0.0403 0.1925%**
BO:Intercept . (2.29) (0.54) (2.79)
61 Recessi ) ~0.0216*** ~0.0218%** ~0.0028
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. ~0.0013 0.0010 ~0.0037*
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. . 0.0100 0.0161 0.0107
PT:Depositi-1 . (0.92) (1.11) (0.59)
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QD: £ Fixed Fixed Fixed
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The Impact of Banks Early Loan Loss Recognition on
Pro-cyclicality and Earnings Management

Young Na* - Jeong Woo Kim**

Abstract

The purpose of this study is to analyze the effect of banks loss recognition on pro-cyclicality
and earnings management. Banks’ loss recognition is defined in Basel II and IFRS9. Expected
losses of Basel II were implemented to mitigate the pro-cyclicality of reducing lending during
the recession periods through an early loss recognition. Therefore, this study examines whether
banks” early loss recognition mitigates pro-cyclicality and analyzes banks earnings management
by an early loss recognition.

As a result of the analysis, pro-cyclicality in the recession period also appeared in Korea.
However, in the case of banks that recognize early losses, the decline in lending during the
recession periods has not eased. This implies that an early recognition of loss does not mitigate
the pro-cyclicality. On the other hand, banks early loss recognition mitigated income smoothing
by LLP. Banks have a tendency to smoothing their income by raising their LLP when earnings
increase. However, an early loss recognition reduced this income smoothing. As a result, the
bank is making preemptive earnings management with an early loss recognition reflecting
current and future conditions. As a result of Basel II implementation, banks” discretion has
increased and earnings management has been further strengthened.

In a further analysis, an early loss recognition did not mitigate the decline in lending even
when lending was curtailed. Even if the economic downturn is defined in various ways, an early
loss recognition is not expected to mitigate pro-cyclicality. An early loss recognition did not
mitigate pro—cyclicality before and after IAS 39 as well as Basel II. In addition, income smoothing

by LLP was strengthened after Basel 11, which is considered to be due to the increased discretion
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of banks. In fact, discretionary LLP increased significantly after the implementation of Basel II.
This study showed that the purpose of Basel II implementation was not realized. On the other
hand, it reveals that earnings management due to the increase of discretion of banks is

strengthened, suggesting the direction of future improvement of supervision system.

Key words: Basel II, IFRS9, Early Loss Recognition, Pro-cyclicality, Earnings Management
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