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<Table 9>  Corporate Debt Balances by Source

(trillion won, %)

Bank Non-bank
Corporate

Bond
CP Foreign

Account
Payable

Others Total

1990 50.14 47.68 29.39 12.74 14.65 27.05 37.44 219.08

(22.89) (21.76) (13.41) (5. 82) (6.69) (12.35) (17.09) (100.0)

1991 62.23 61.86 43.45 10.53 18.02 32.11 43.33 271.54

(22.92) (22.78) (16.00) (3.88) (6.64) (11.83) (15.96) (100.0)

1992 70.28 73.46 50.07 14.71 15.82 36.99 50.09 311.42

(22.57) (23.59) (16.08) (4.72) (5.08) (11.88) (16.09) (100.0)

1993 79.01 85.35 59.52 23.73 16.99 42.83 58.23 365.66

(21.61) (23.34) (16.28) (6.49) (4.65) (11.71) (15.92) (100.0)

1994 97.13 106.56 72.13 28.13 21.73 48.97 63.37 438.02

(22.18) (24.33) (16.47) (6.42) (4.96) (11.18) (14.47) (100.0)

1995 112.37 123.51 87.48 44.23 28.81 53.93 69.13 519.46

(21.63) (23.78) (16.84) (8.51) (5.55) (10.38) (13.31) (100.0)

1996 130.78 140.06 111.44 64.58 42.85 61.99 78.54 630.23

(20.75) (22.22) (17.68) (10.25) (6.80) (9.84) (12.46) (100.0)

1997 161.12 174.74 138.98 69.05 79.52 74.60 90.96 788.96

(20.42) (22.15) (17.62) (8.75) (10.08) (9.46) (11.53) (100.0)

1998 156.50 156.10 184.80 57.30 54.00 69.00 100.20 777.90

(20.12) (20.07) (23.76) (7.37) (6.94) (8.87) (12.88) (100.0)

Source: Flow of Funds Accounts, various issues, Bank of Korea
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<Table 10>  Foreign Currency Denominated Debts in the Corporate Sector

(trillion won)

1992 1993 1994 1995 1996 1997 1998

External Debt (A)

External Asset (B)

Net External Debt (C)

15.82

4.36

11.46

16.99

3.89

13.09

21.73

4.74

16.99

28.81

6.30

22.51

42.85

8.34

34.51

79.52

18.71

60.26

54.00

16.83

37.12

Foreign Currency
 Loans from Domestic
 Financial Inst. (D)

Deposits in Foreign
 Currency (E) 1)

Net domestic Foreign
 Currency Debt (F)

14.73

9.59

5.14

14.45

13.09

1.36

18.50

15.04

3.46

23.18

16.77

6.41

29.81

17.85

11.96

49.92

56.60

-6.68

44.47

35.55

8.92

Total Foreign Currency
Debt (A+D)

30.55 31.44 40.23 51.99 72.66 129.44 98.47

Total Corp. Debt (G) 311.42 365.66 438.02 519.46 630.23 788.96 777.90

Net Foreign Currency
 Debt relative to Total
 Foreign Currency Debt
 ((C+F) / (A+D)) (%)

Share of Foreign
 Currency Debt out of
 Total Corporate Debt
 ((A+D) / G) (%)

54.34

9.81

45.96

8.60

50.83

9.18

55.63

10.01

63.96

11.53

41.39

16.41

46.76

12.66

  Note: 1) This amount includes foreign currency deposits of households and financial institutions, as
well as corporate firms.  Unfortunately further breakdown according to deposit sources is not
available. Hence, the net domestic foreign currency debt (F) is the minimum amount assuming
that all of the foreign currency deposits were made by the corporate sector.

  Source: Flow of Funds Account, Bank of Korea, and authors ’ calculation.
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<Table 11> Official Foreign Exchange Reserves In the Crisis Episode

 (billion U.S dollars )

'96.12.31 '97.3.31 6.30 9.30 10.31 11.30 12.31 '98.1.31

 Official Foreign
 Reserves (A)

33.2 29.1 33.3 30.4 30.5 24.4 20.4 23.5

 Overseas branch
 Deposits  (B)

3.8 8.0 8.0 8.0 8.0 16.9 11.3 10.9

 Others (C) — — — — 0.2 0.2 0.2 0.2

 A-(B+C) 29.4 21.1 25.3 22.4 22.3 7.3 8.9 12.4

Source: Bank of Korea
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<Table 12> Financial Industry’s Exposure to Exchange Rates
(1990:3~1999:4, monthly data)

 Dependent Variable: Returns on each financial industry’s stock price index

 Regression A:  Rt ＝β0＋β1 DEPt＋εt

Banks Merchant Banks Insurance Security Firms

β1 

(t-value)

-0.5288*

(-1.70)

-1.1722***

(-3.88)

-0.5920

(-1.60)

-1.3643***

(-2.95)

Adjusted R2 / DW 0.02 / 1.78 0.12 / 2.35 0.02 / 1.94 0.07 / 1.58

 Regression B:  Rt ＝β0＋β1 RMKTt＋β2 DEPt＋εt

Banks Merchant Banks Insurance Security Firms

β1 

(t-value)

0.8231***

(9.20)

0.7549***

(8.38)

1.2262***

(15.74)

1.5149***

(15.05)

β2 

(t-value)

-0.2107

(-0.89)

-0.8805***

(-3.70)

-0.1182

(-0.57)

-0.7789***

(-2.93)

Adjusted R2 / DW 0.45 / 2.34 0.46 / 2.39 0.70 / 2.10 0.70 / 1.95
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<Table 13>  Financing Conditions of SMEs
(trillion won, %)

1990 1991 1992 1993 1994 1995 1996 1997

 Borrowings during Year

 (% of Bank Loan)

 (% of Other Finan. Inst.)

 (% of Private Curb Loan)

 (% of Others)

9.8

(75.0)

(16.9)

(2.3)

(5.8)

11.7

(75.1)

(15.9)

(2.3)

(6.7)

11.3

(75.1)

(16.0)

(2.3)

(6.6)

14.9

(77.5)

(14.2)

(2.1)

(6.2)

18

(78.3)

(13.6)

(2.0)

(6.1)

20.1

(77.9)

(13.7)

(2.0)

(6.4)

22.0

(78.6)

(13.3)

(2.1)

(6.0)

21.0

(73.7)

(10.5)

(6.3)

(9.5)

 Bank Loan during Year

  (% without Collateral)

7.4

(18.5)

8.8

(19.1)

8.5

(19.0)

11.5

(20.4)

14.1

(21.5)

15.7

(21.9)

17.3

(20.0)

15.5

(8.3)

 Avg. Private Curb Loan

  Monthly Interest Rate (%)

 (A: 5~9 employees)

 (B: 200~299 employees)

 (A-B)

 Share of Loans with

 Maturities less than 2

 Months (%)

1.96

(2.05)

(1.82)

(0.23)

10.2

2.03

(2.02)

(2.19)

(-0.17)

6.4

1.92

(1.99)

(1.93)

(0.06)

4.7

1.89

(1.96)

(1.84)

(0.12)

10.2

2.04

(2.02)

(1.40)

(0.62)

5.8

2.00

(2.08)

(1.45)

(0.63)

7.1

2.08

(2.15)

(1.53)

(0.62)

7.2

2.66

(2.32)

(1.33)

(0.99)

66.4

 No.1 Impediment in Corp.

  Financial Management

 (%, External Financing)

 (%, Lagged Collection)

 (%, Decreasing Profits)

 (%, Rising Financing

  Cost)

(20.7)

(30.1)

(35.6)

(11.0)

(16.5)

(31.2)

(34.5)

(12.4)

(15.1)

(32.2)

(33.0)

(13.7)

(17.1)

(34.5)

(25.7)

(14.1)

(13.1)

(42.3)

(22.7)

(19.9)

Source: Survey of Small and Medium Industries ’ Financial Standing, various issues, Kookmin Bank.
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<Table 14>  Analysis of Real Bank Credit Growth
(1990:1∼1999:2, monthly data)

 Dependent Variable:
 Real Bank Private Credit Growth

 Dependent Variable:
 Real Bank Loan Growth

 Explanatory
 Variable

OLS IV
OLS with
Dummy

OLS IV
OLS with
Dummy

 Growth in
 Industrial
 Production

0.3267***

(5.10)
0.4591***

(3.19)
0.1823**

(2.48)
0.3067***

(4.74)
0.4548***

(2.94)
0.1211*

(1.78)

 Growth in
 Real M2

-0.5217***

(-4.68)
-0.4214**

(-2.60)
-0.5440***

(-4.43)
-0.2604***

(-2.31)
-0.1490
(-0.86)

-0.3111***

(-2.72)

 Real Interest Rate
 (Corporate Bond Yield)

1.4100***

(6.36)
2.6520***

(5.16)
1.5697***

(8.08)
1.3374***

(5.97)
2.8537***

(5.18)
1.5380***

(8.52)

 Dishonored Bill
 Ratio

-3.7271*

(-1.83)
-5.0797
(-1.06)

18.0780***

(4.63)
-7.2644***

(-3.53)
-9.6117*

(-1.87)
18.9144***

(5.21)

 Dummy •
 Dishonored Bill
 Ratio

-23.6080***

(-6.23)
-28.3503***

(-8.05)

 Growth in Real
 Bank Capital

0.0973***

(5.39)
0.1054***

(2.96)
0.1113***

(6.61)
0.0612***

(3.35)
0.0355
(0.94)

0.0799***

(5.10)

 Dummy •
 Growth in Real
 Bank Capital

0.0066
(0.07)

-0.0228
(-0.25)

 Adjusted R2 0.60 0.42 0.71 0.52 0.23 0.71

 DW 0.52 0.69 0.75 0.46 0.61 0.89

Notes: 1) ** denotes the coefficient estimate is significant at 5% level, and *** denotes  significant at
1% level (t-values are in the parenthesis).

2) Dummy stands for the financial crisis period (97:11~99:2).
3) Constant was included in all regressions but not reported to save space.
4) Instruments for instrumental variables regressions (IV) are constant and three lags of the

following variables: industrial production growth, real M2 growth, dishonored bill ratio, real
bank capital growth, and bank private credit to asset ratio.
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<Table 15>  Analysis of Bank Portfolio

(1990:1∼1999:2, monthly data)

 Dependent Variable:
 Private Credit / Total Asset

 Dependent Variable:
 Loan / Private Credit

 Explanatory
 Variable

OLS IV
OLS with
Dummy

OLS IV
OLS with
Dummy

 First Lag of
 Dep. Variable

0.8629***

(19.32)
0.6061***

(5.67)
0.7643***

(14.99)
0.9753***

(50.46)
0.9798***

(19.40)
0.9745***

(47.63)

 Growth in  Industrial
 Production

0.0356
(1.29)

0.1302*

(1.93)
0.0418
(1.33)

-0.0207***

(-2.93)
-0.0148
(-1.16)

-0.0247***

(-2.67)

 Growth in
 Real M2

-0.0653
(-1.43)

-0.1165
(-1.61)

-0.0688
(-1.19)

-0.0232**

(-1.96)
-0.0306**

(-2.10)
-0.0247
(-1.55)

 Real Interest Rate
 (Corporate Bond  Yield)

0.0714
(0.73)

0.8827**

(2.47)
0.2106**

(2.02)
-0.0129
(-0.55)

-0.0418
(-0.67)

-0.0085
(-0.34)

 Dishonored Bill
 Ratio

-3.9266***

(-4.73)
-7.4078***

(-2.92)
1.8638
(1.06)

-0.9252***

(-3.61)
-0.5609
(-0.65)

-0.4029
(-0.82)

 Dummy •
 Dishonored Bill  Ratio

-6.9423***

(-3.62)
-0.5725
(-1.24)

 Growth in Real
 Bank Capital

0.0054
(0.71)

0.0071
(0.47)

0.0063
(0.78)

-0.0001
(-0.01)

-0.0019
(-0.47)

-0.0005
(10.18)

 Dummy •
Growth in Real
Bank Capital

0.0541
(1.26)

-0.0011
(-0.09)

 Adjusted R2 0.91 0.85 0.92 0.98 0.98 0.98

 DW 2.57 1.42 2.56 1.72 1.60 1.75

Notes: 1) ** denotes the coefficient estimate is significant at 5% level, and *** denotes significant at
1% level (t-values are in the parenthesis).

2) Dummy stands for the financial crisis period (97:11~99:2).
3) Constant was included in all regressions but not reported to save space.
4) Instruments for instrumental variables regressions (IV) are constant and three lags of the

following variables: industrial production growth, real M2 growth, dishonored bill ratio, real
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bank capital growth, and bank private credit to asset ratio.

<Table 16>  Bank Credits and Economic Activity
(1990:1∼1999:2, monthly data)

  Dependent Variable: Growth in Industrial Production, OLS Estimations

 Explanatory Variable (1) (2) (3)

 First Lag of Industrial
 Production Growth

0.5002***

(5.57)
0.4120***

(4.50)
0.3912***

(4.14)

 Real M2 Growth
0.1277
(0.79)

0.1636
(1.05)

0.1965
(1.23)

 Real Bank Private Credit
 Growth

0.2585**

(2.42)
0.2109**

(2.03)
0.2487**

(2.21)

 Bank Loan /
 Private Credit

0.5299***

(2.99)
0.5806***

(3.11)

 Real Bank Capital
 Growth

0.0256
(-0.88)

 Adjusted R2 0.41 0.45 0.45

 DW 2.25 2.22 2.19

Notes:   1) ** denotes the coefficient estimate is significant at 5% level, and *** denotes significant at 1%
level (t-values are in the parenthesis).

             2) Constant was included in all regressions but not reported to save space.
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<Figure 1>  The Ratio of Latent NPL out of Total Corporate Sector Loan

<Figure 2>  Stock Market Performance of Commercial Banks Relative to
Market
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<Figure 3>  External Liabilities of Financial Institutions

<Figure 4>  Corporate Debt to GDP and Debt-Equity Ratios
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<Figure 5>  The Incremental Capital-Output Ratio (ICOR)
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<Figure 6>  Sources of Corporate Financing
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<Figure 6>   Continued
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<Figure 7>  Domestic Credit of Financial Institutions

<Figure 8>  The Terms of Trade
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<Figure 9>  Monetary Policy Response in the Crisis Episode

<Figure 10>  Spot Won/$ Exchange Rates and NDF Futures Rate

Note: ‘Premium’ denotes the difference between off-shore non-deliverable futures exchange
rate quoted on 6-month contracts and domestic spot exchange rate quoted in on-shore
foreign exchange market.
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<Figure 11>  Interest Rates and Dishonored Bill Ratio

Note: ‘YCB’ denotes yields on the benchmark three year corporate bonds and ‘DBR’
denotes dishonored bill ratio.

<Figure 12>  Growth Rates of Industrial Production
(y-o-y growth rate)
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<Figure 13>  Bank Loan Rate and Corporate Bond Yield Spread

<Figure 14>  Trend in the Corporate Financing Mix
(yearly borrowing from bank / yearly borrowing from bank, CP and corporate bond)
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<Figure 15>  Growth Rates of Bank Private Credit and Loans
(y-o-y growth rate)

  
<Figure 16>  Changes in Bank Asset Portfolio Composition
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