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(Table 1) Descriptive Statistics

Variable N Mean P50 SD P25 P75
LCe1 348 0.167 0.136 0.088 0.117 0.166
SBWE: 348 0.397 0.000 0.490 0.000 1.000
LOAN_R; 348 0.709 0.754 0.186 0.649 0.825
SIZE: 348 12.915 12.997 1.175 12.114 13.896
WDA_R: 348 0.053 0.035 0.047 0.021 0.074
LRE_R: 348 0.886 0.880 0.381 0.832 0.940
NIM_R; 348 0.017 0.017 0.011 0.012 0.024
ADES; 348 1.058 1.003 0.451 0.857 1.192
OE_R: 348 0.048 0.043 0.022 0.033 0.056
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(Figure 1) The Proportion of Loan Portfolio Category

This graph shows the proportion of savings banks' loan portfolio category during June
2008 to June 2016.
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Source: Korea Deposit Insurance Corporation.
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(Table 2) The Effect of Largest Shareholder Type on Loan Concentration

This table presents the relationship between largest shareholder type and loan
concentration. The abbreviations of variables are LC(loan concentration), LSCD(largest
shareholder corporate dummy), LOAN_R(loan ratio), SIZE(firm size), WDA_R(weighted
distressed assets ratio), LRE_R(liquidity risk exposure ratio), NIM_R(net interest margin
ratio), ADES(assets debt expiration structure), OE_R(operating expense ratio),
SBANK_FE(savings banks fixed effects), and YEAR_FE(year fixed effects).

LCre
(1) ©) (3)
-0.012%* -0.010* -0.013**
LSCD: (-2.22) (-1.73) (-2.42)
-0.077% -0.052%* -0.079%
LOAN_R: (-4.76) (:3.18) 4.77)
0.037% 0.038% 0.034%
SIZE: (5.98) 6.41) (5.58)
0.100%* 0.039
WDA_R: (2.20) (0.81)
-0.024*** -0.019***
LRE_R. (-4.24) (-3.13)
1.295% 1177
NIM_R: (6.84) 6.11)
-0.009* -0.009*
ADES: (-1.96) (-1.88)
0.230%* 0.330%* 0.301%*
OF_R: (2.48) (3.76) (3.14)
Constant Yes Yes Yes
SBank_FE Yes Yes Yes
Year_FE Yes Yes Yes
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Observations 1,330 1,330 1,330
R-squared 0.156 0.137 0.164

Notes: 1) ** ** * are 1, 5, 10% statistical significance level, respectively.
2) t-values appear in the brackets.

(Table 3) The Effect of Actual Individual Owner's Working Experience on Loan Concentration

This table presents the relationship between actual individual owner’s working
experience and loan concentration. The abbreviations of variables are LC(loan
concentration), SBWE(savings banks working experience), LOAN_R(loan ratio),
SIZE(firm size), WDA_R(weighted distressed assets ratio), LRE_R(liquidity risk exposure
ratio), NIM_R(net interest margin ratio), ADES(assets debt expiration structure),

OE_R(operating expense ratio), SBANK FE(savings banks fixed effects), and
YEAR_FE(year fixed effects).

LCt+1
(1) 2 (©)
0.070*** 0.075%** 0.073™**
SBWE: (2.64) (2.84) 2.72)
-0.079*** -0.069** -0.068**
LOAN_R: (-2.62) (-2.32) (-2.19
0.007 0.000 0.003
SIZE: (0.66) (0.00) 0.26)
0.174** 0.066
WDAR: (2.50) (0.76)
-0.019*** -0.016**
LRE_R. (-3.19) (-2.12)
0.191 0.007
NIM_R (0.47) (0.02)
-0.001 -0.001
ADES: (-0.18) (-0.16)
-0.071 0.051 0.026
OF_R. (-0.49) (0.34) 0.17)
Constant Yes Yes Yes
SBank FE Yes Yes Yes
Year_FE Yes Yes Yes
Observations 348 348 348
R-squared 0.132 0.143 0.145

Notes: 1) *** ** * gre 1, 5, 10% statistical significance level, respectively.
2) t-values appear in the brackets.
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(Table 4) The Effect of Actual Individual Owner's Working Experience on Loan
Concentration According to Risk Management Capability

This table presents the effects of actual individual owner's working experience on
loan concentration according to risk management capability. The abbreviations of
variables are LC(loan concentration), SBWE(savings banks working experience),
RMC R(risk management capability), LOAN R(oan ratio), SIZE(firm size),
WDA_R(weighted distressed assets ratio), LRE_R(liquidity risk exposure ratio),
NIM_R(net interest margin ratio), ADES(assets debt expiration structure),
OE_R(operating expense ratio), SBANK FE(savings banks fixed effects), and
YEAR_FE(year fixed effects).

LCe1
) @ 3)
I
wenes | 05 | W [ ¥
ek | oo i) %
L = - -
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0.008 0.005 0.005
SIZE: (0.80) (0.50) (0.45)
0.124* 0.006
WDAR. (1.84) (0.08)
-0.017%** -0.017**
LRE_R. (-2.89) (-2.34)
-0.148 -0.308
NIM_R. (-0.37) (-0.76)
0.004 0.003
ADES, 0.62) (0.48)
-0.136 -0.007 -0.023
OF R, (-0.93) (-0.05) (-0.15)
Constant Yes Yes Yes
SBank FE Yes Yes Yes
Year_FE Yes Yes Yes
Observations 348 348 348
R-squared 0.217 0.232 0.234

Notes: 1) *** ** * are 1, 5, 10% statistical significance level, respectively.
2) t-values appear in the brackets.

BzTle] A4S A5 99 (Table 5)oIAE HEHHLBS AALBE o
84 A8 hEUHIBIS B A%LWe| hanESeoold st 7
2 cj&apso] o AE2qe] hEFNA AHSHe vEE ofnlsict. Bl o
B (Table 5)9) BE Lol ALY/ EHI(SBWE)E THEHHLBT o142
HHY BAYE THom, BY Qo ASSHYAERSBWES ST
(RMC_R)#14:9] ARHSBWEXRMC_R) J0]8t ()] 2974 3k 7Hc. ]
£ 2 qivo) 9 Auel AnE AR HEHIHS FSUSE A48T 9o
B310] 28 BAATP} A Bolr)

(Table 5) Robust Test 1

This table presents the effects of actual individual owner’s working experience on
loan bias. The abbreviations of variables are LB(loan bias), SBWE(savings banks
working experience)) RMC_R(risk management capability), LOAN_R(loan ratio),
SIZE(firm size), WDA_R(weighted distressed assets ratio), LRE_R(liquidity risk
exposure ratio), NIM_R(net interest margin ratio), ADES(assets debt expiration
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structure), OE_R(operating expense ratio), SBANK FE(savings banks fixed effects),
and YEAR_FE(year fixed effects).

LB+
(1) ()
SBWE: (3.46) (3.50)
-0.034***
SBWEXRMC_R; (-4.62)
0.001
RMC_R: (1.44)
-0.075 -0.051
LOAN_R. (-1.45) (-1.01)
-0.006 -0.003
SIZE: (-0.34) (-0.19)
-0.037 -0.121
WDA_R: (-0.25) (~0.86)
-0.033** -0.034***
LRER: (-2.58) (-2.76)
-0.185 -0.622
NIM_R: (-0.26) (-0.89)
-0.005 0.000
ADES: (-0.48) 0.02)
0.131 0.073
OFR. 0.51) 0.28)
Constant Yes Yes
SBank_FE Yes Yes
YEAR_FE Yes Yes
Observations 348 348
R-squared 0.123 0.187

Notes: 1) *** ** * are 1, 5, 10% statistical significance level, respectively.
2) t-values appear in the brackets.

£ I7= 200897E 20169 697HA]S] W7 IAES 240] ARSI olofl (Table 6
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TRt HHY AR 2 7HIT 2F QM= AS2BARE(SBWE = A=
(LO2E fromet HHel TAE HERdoH, AS2BAETI(SBWE)2F Had=tstv]
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(Table 6) Robust Test 2

This table presents the effects of actual individual owner’s working experience on loan
concentration using semi-annual fixed effects. The abbreviations of variables are
LC(loan concentration), SBWE(savings banks working experience)) RMC_R(risk
management capability), LOAN R(loan ratio), SIZE(firm size)) WDA_R(weighted
distressed assets ratio), LRE_R(liquidity risk exposure ratio), NIM_R(net interest margin
ratio), ADES(assets debt expiration structure), OE_R(operating expense ratio),
SBANK_FE(savings banks fixed effects)) and Semi_Annual FE(Semi_Annual fixed
effects).

LCus
(1) @
SBWE, 0(3?61;; * 0(3.669;;*
SBWE,xRMC_R, C()22540)
RMC_R. 053
LOAN_R. _<O_ 'g 72% (01022)
SIZE, %92[2 ?694075)
WDA_R, %98753) ?691174)
(R, oo [£37)
NIM_R. (__05,0025(; 5?6.37394)
ADES, (__05,01001) ?69505
oo o
Constant Yes Yes
SBank_FE Yes Yes
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Semi_Annual_FE Yes Yes
Observations 348 348
R-squared 0.157 0.242

Notes: 1) *** ** * are 1, 5, 10% statistical significance level, respectively.
2) t-values appear in the brackets.
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Abstract

This study analyzes the actual individual owner's effect on loan
concentration in corporate-owned savings banks in the case that the owner
has working experiences in controlled savings banks. In addition to the
owner's specific work experience, this paper also considers saving banks’ risk
management capability as an additional point in this causal relation. Besides, this
study confirms the relationship between the largest shareholder type and loan
concentration. The empirical results show that corporate-owned savings banks
have the negative effects on loan concentration. However, this effect could be
reversed if the corporate-owned savings banks’ actual individual owner has
working experience in the controlled savings banks. This study also investigates
that the negative effects could be alleviated when savings banks have superior
risk management capability. The results suggest that the financial supervisory

authorities may need to consider the effects of actual individual owner.

% Key words: Corporate-owned savings banks, Actual individual owner, Controlled

savings banks’ working experience, Loan concentration



