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The Study on the Effect of Housing Price Change on Lending Strategy Behavior
: Evidence from Crowding-Out Behavior in Korean Banks
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Abstract

Current study focused on the recent studies reporting that upward of housing price may result in reduction of corporate

loan. Furthermore, as the research motivation, current study needed to examine on shrinking lending behavior shown

in the Korean banks because economic condition in domestic market is depressed even though low interest rate

and upward housing price are been showing over recent years. Considering recent studies, Chakraborty, Goldstein
and MacKinlay(2016) and Tai(2016), this study examined whether the so-called crowding-out behavior exists in

the Korean banks. As the research theme, this study analyzed the relationship between the change of loan portfolio

and that of housing price in Korea by using Arellano-Bond dynamic panel data model. Main findings from the

empirical test are as follows. First, upward of housing prices in nation and Seoul lead to decreasing SME(small and

medium sized enterprise) loan weight within loan portfolio of Korean banks. Second, macro-economic and financial

market factors related with making Korean banks cut SME loan are low interest rate and low market liquidity.

Third, it is confirmed that bank characteristics affecting SME loan’s reduction are mostly high risk level and low

profitability. As a conclusion, it needs to be recognized that smoothing SME financing may be constrained under

the stance of low interest rate with rising housing price.

Keywords: Upward of Housing Price, Crowding-Out Behavior, Loan Portfolio, Low Interest Rate, Market Liquidity
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Table 1_Basic Statistic

Category Mean Standard Deviation Skewness Kurtosis Jarque-Bera
ALP 0.0058 0.5208 16.5973 283.8047 999,414.9000%*
ANHP 0.0067 0.0071 0.5740 2.6429 18.06507%#*
ASHP 0.0006 0.0066 0.3601 24753 9.9204 %
DR(%) 0.1575 0.0775 1.5716 6.1105 244.441 0%
SR(%) 2.7260 0.6689 —0.2686 1.9104 18.447 5%
STOCK 18.3604 0.2323 0.5800 1.9817 29.781 3%
RISK 17.4268 1.2196 —0.5381 2.5795 16.6904%#*
CA(%) 14.6339 6.8457 16.1128 272.5377 921,113.5000%**
PROFIT(%) 1.2505 1.3267 —2.3330 17.2449 2,808.6050%*
DIV 0.0023 0.0165 17.0886 294.6759 1,078,037.0000%**
GDP(%) 2.8725 0.7685 —0.4426 23114 15.7198%%*
PR(%) 25375 0.6045 —0.4532 2.0109 22.5004##*
ABSI —0.0106 0.1514 —0.7395 5.3106 94.073 1%

Note: *#* Significant both-sided at 1%.
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Table 2_ Test Result on the Effect of National Housing Price on Corporate Lending for SME
Specification 1 Specification 2 Specification 3 Specification 4
Dep. variable = SME . . . - ) _
Category (Dep. variable = ML) Dep. variable = ALP | Dep. variable = ALP | Dep.variable = ALP
Coefficient | T-statistic| Coefficient | T-statistic| Coefficient |T-statistic| Coefficient |T-statistic
—0.0001 —0.37
Intercept (—0.0023%%%)| (—4.32) 0.0074% 3.07 0.0069* 1.72 0.0077* 1.92
.01 .
ALP,,_, 0.0170 065 14 0004 0.13 0.0006 028 | —0.0013 -0.96
’ (0.0478%#%) (2.92)
—0.3326%** —3.28
ANHP, —0.3994*x =5.74 —0.3151%%* —4.58
] A (0.2068%%%) ©9.61) 399 5.7 315 5
ANHP, X OwnD, —0.4635%%* | =393
ANHP, X OwnD, (—0.8342%#%) | (—3.00)
Controlling DR, —0.0633%%* =273 —0.0822* —1.78 —0.0730 —1.60
. ECO‘T;““; 81‘( SR, 0.0595% | 312 | 00527% 185 | 00586+ | 212
inanci arket
Condition STOCK, 0.1442%% 7.65 0.1595%%%* 3.71 0.1573%%* 3.68
RISK;, —0.0122%%* =5.90 —0.0148%s#* —6.97 —0.0171%%% —6.68
CA,, 0.00027%** 3.06 0.00027%%* 2.42 0.0002 3.14
lling Bank
Cocr:ro 't"g. t_a PROFIT,, 00088 | 537 | 0.0069%%F | 404 | 0.0064F | 378
aracteristics
DIV, —0.3061%* —2.07 0.8996 0.52 0.7092 0.42
CBSI 0.0415% 1.94 0.0465%* 2.19
Year effect Yes Yes Yes Yes
Bankeffect Yes Yes Yes Yes
Sargan Statistic 13.27 3.38 3.29 3.31
0.9991
Robustness check © 3224) 0.2715 0.2662 0.3524

Note: 1) *** Significant both-sided at 1%, ** Significant both-sided at 5%, * Significant both-sided at 10%.
2) Hypothesis of Sargan test is that there is no correlation between instrument variable and residual term.
3) CBSI indicates Controlling effect (ABSI) meaning the demand of SME loan.
4) Robustness check means the p-value of test, Arellano-Bond test whether there exists autocovariance in residual, and the null

hypothesis for test is that there is no autocorrelation.
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Table 3 _Test Result on the Effect of Seoul Housing Price on Corporate Lending for SME

Specification 1 Specification 2 Specification 3 Specification 4
Dep. variable = SME . ) .
C Dep. = ALP | Dep. = ALP | Dep. = ALP
ategory (Dep. variable = ML) ep. variable ep. variable ep. variable
Coefficient | T-statistic| Coefficient |T-statistic| Coefficient |T-statistic| Coefficient |T-statistic
0.0003 1.16
Intercept 0.0143%:#* .66 0.1357%:#:* 4.60 0.01407%k* 4.
ntercep (—0.0060%%%) | (—7.59) 3 7 357 93
ALP, 00116 045 0.0006 0.22 0.0006 0.30 | —0.0003 —0.24
wt (0.0472%%) (2.56) ’ ’ ’ ’ U ’
—0.3095%* —2.48
ASHP, —0.4897%* —5.86 | —0.3861%%** -4,
! (0.3208*+%) | (6.93) 4 ° 3 ?
ASHP, X OwnD, —0.5506%** | —3.87
(ASHP, < OwnD.,) (—1.0345%##) | (—2.85)
t 2
Controlling DR, —0.1084%** —3.91 | —0.0999%%* —2.08 | —0.0887* —1.86
Economic & SR, 0.0736%%% | 402 | 00731% | 289 | 00788 | 321
Financial Market
Condition STOCK, 0.1397%## 7.71 0.13893%skk 3.51 0.1370z%kk 3.44
RISK,, —0.0158%#* | —6.32 | —0.0170%** 6.80 | —0.0192%k* | —6.94
CA,, 0.00027##3 291 0.0002%%% 2.71 0.0002:%k: 3.77
C lling Bank
oneroling Bkl pporrT,, 0.0001%#% | 614 | 00076% | 493 | 00071%% | 469
Characteristics
DIV, —0.2632 -1.62 0.1103 0.07 | —0.1084 —0.07
CBST 0.0392%* 1.85 0.0449%* 2.11
Year effect Yes Yes Yes Yes
Bankeffect Yes Yes Yes Yes
Sargan Statistic 12.86 2.85 3.18 3.00
0.9878
Robustness check © 2138) 0.2589 0.3328 0.4565

Note: 1) *** Significant both-sided at 1%, ** Significant both-sided at 5%, * Significant both-sided at 10%.
2) Hypothesis of Sargan test is that there is no correlation between instrument variable and residual term.
3) CBSI indicates Controlling effect (ABSI) meaning the demand of SME loan.
4) Robustness check means the p-value of test, Arellano-Bond test whether there exists autocovariance in residual, and the null

hypothesis for test is that there is no autocorrelation.
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