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6.3.1 A5+
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B ATE g2 dEwy] @yt e 890ES £ gt o
A3kl EFF7HA 4 (KOSPD), =58 njul 74 2] 5= (HOUSE), ¥+7] 2~3
7ldl= welet wh] 6719 olst A7 dls FElire] ApolQl Adr] FE At
(SPREAD)19), $-gjuyg}e] A14R = H(CDS), 787132 AldAt=o] S
Za3 Al A A ek vl F(EQUIP), =rul>89] ©7]54l H]F(SHORT) &<
AREERAl T @Al vlFe] HolE WEe] & Havl ) o EHE]

5 313+(2006)2 >3, A4k
LAY T SFEA T, FAYETA S, 6719 vv 4
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= AYstltt. 1elal H3(2012)= M2 &
=, CD, RP, MMF¥¢] 35 T3 5 o5& 3=
Ue @S @712 vlgolgtar A oeqlt. &
6714 olal F7elaw} QBT FANe] Iy F oa FollA
A8k HlFS dl2de] @Al o g Aol

2 ATl &8 V2R X} Ve e 2ok A5
e 7 AR ¢ A g FREd FH o] X]ol A, feutet LT =Y ARS
olgdz] E=slo o, Y] 25
H 20134 12€97p4]¢] LHAts

T
Mo
£
=2
o
X
il
u
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ofo
ol
ol
2
o

= g4z Z| gk =gk HEQA 2EA
CDS 88 432 14 72.55 144
EQUIP 0.143 0.216 0.103 0.035 144
KOSPI 1,417 2,153 550 480.1 144
HOUSE 85.8 100.8 62.5 10.94 144
SHORT 0.168 0.211 0.136 0.016 144
SPREAD 0.46 1.51 0.01 0.30 144
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Bl Aoz ogdd (29 #AE Bd Aolgte =AE ATt A7)
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{Var(uy)[bb; + Cibp; L ++ C,_1bp.C ] }j]—
o, = A (6)
{msE(y, . .)},

AN Nuy =1, 1= 3D (+ 9] 104 gzl

j=1
6.3.3 AFEY A3

6.3.3.1 @9 AA

Gl HAS st 2 A= Augment Dickey—Fuller A W21 S AL
&alglom 4 A3E < VI-5>¢] ARt A4 Axk(lag)E 27] ¢
&l Ng and Perron(1995)2 Q&4 A|a} 482 o] &3] A4 AlAE 3=
WS AT S, AR Ho 22 A AFete] t—E A "ol 1.645E. )
2o zE st FAAIZ T 2 Aol A AME-E = W 5, SPREAD
HTE A9t BE AAES B AAdolth

ADF

= = o
CDS -1.74 -12.12%
EQUIP 2.14 -3.99x
KOSPI -1.28 -8.55%
HOUSE -1.86 -6.79*
SHORT -2.66 -14.57x
SPREAD -4.50% -12.12x%

F1: ADFY AF7HELS ‘@9 S 7t
F21 #E 5RO FEolA F23S Ve ADFO —2.88%
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<} VI-6>2 ¥4 Fo| tigt Johansen A4 A& Yepdt) 34 3
A frel Bk 7MEaEAEe EdelX(trace) FAF R HW ALfFA
(maximum eigenvalue S AREshe] =817 4 (likelihood ratio test)
< 3 FAE AAE FAUTE Edo) s FAFE Bolof o] T AR
W7} S AP S A& WY ARG U o SR
= WM S AR A A EAF R AR AE 7 A g
© AT r+1708) AR WE 7 EA4% s i H7PEold Edo]l &
A7goA FARE N7E ARG AAY e AFTHE S 717k 63
A HaA JAMA = wARe] I EATTE AT S 7

pas
sholth mebd Wg gk ARl 3] EASE Ao & & gk

o H
)
o, T

<¥ VI-6> FZ & 3 Johansen HA

r<0 r<1 r<2 r<3 r<4 r<b
Trace
13242 * 85.11 * 5274 * 29.72 9.75 0.17
Maximum r=0 r=1 r=2 r=3 r=4 r=5
Figenvalue =75 3236 23.02 1997 957 0.17
F1re FAE AHY £E ey
F2: % 5% FoFFIA FES ERY

VAREY X+ VECME F43st7] sl 284 A3}3AA (Granger
causality)oll oJall 2]l WFFE TAE AGalFoloF st} 1A Axpt
Aol glo] “Y7} X& Granger Cause 3FA ¥E=th += AL “ X7F Yo o
3 ] olt” g kA T3 <F VI-7>2 A3dA e B FA
AE HoFa itk SPREAD= CDSE Q1# 3h#|¥F CDS+= SPREADE
A#}skA] et E 2 SPREADE CDSHETE €] A ot} CDSE KOSPIE Q1¥
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&4 9k KOSPIE CDSE ¢136}A] ¥8tm 2 CDSE KOSPIE T ¢ 4 2 o]t}
KOSPI&= HOUSEE <13 &A%k HOUSEE KOSPIE ¢l¥ehA] Haim=
KOSPI= HOUSER.t} 9] A 2 o]tk HOUSEE EQUIPS 213} akA vk EQUIP
& HOUSEZ ¢13}al#] Est= 2 HOUSEE EQUIPK.UF 9] 4 % o]t} EQUIP
7} SHORT & ko= Q17 aA vk EQUIPS SHORTE 1% 250l
Al 913} sh=dl BlE], SHORTS EQUIPS 10% ool Q¥ stz
diA & EQUIPe] HOUSEE Y 9% olg} & 4= Qlt}. whebA SPREAD,
CDS, KOSPI, HOUSE, EQUIP, SHORT®Y =AMtz A& ot} ulahr
SPREAD, CDS, KOSPI, HOUSE, EQUIP, SHORT®| =4 Z 7} Al @t}

<¥E VI-7> WA AFH#A

27} HolHe
dr CDS EQUIP KOSPI HOUSE | SHORT | SPREAD
CDS 0.98 1.84 0.82 1.70 2.86%
EQUIP 1.25 10.38%#x | 23.88wsx | 2.74% 0.51
KOSPI 4.05%x 0.27 137 0.49 0.45
HOUSE 0.27 0.57 2.79% 0.94 0.36
SHORT 0.93 6.25%xx | 5A8wxx | 10.76%xx 1.34
SPREAD 0.65 0.03 115 0.26 0.62

F1 =2 10%, =2 5%, #== 1% FoAFEdA FoA8s vebd

6.3.3.4 VECM 443

TAZE EAER VECMO 2 #4]3517] & gt} o] 714 KOSPIE
&57H4, HOUSE= d=Fevjuj7}A4 A 5=, SPREAD= A7) 52 &

= Evele] AleRE9e EQUIPS 587|139 & a9

< AR tEMS, SHORT= w23 o] @74l BS54 vebi
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T8 o] T4l HlF(SHORT) I A AIE H4E
71238k ©7]A(SHORT) S 7|02 A7 a4 2lS el ofgf 2
Fd g

0%

SHORT, =—0.932—0.015ln KOSPI, +0.273In HOUSE, +0.024SPREAD,

—0.004ln CDS, —0.036 EQUIP, + ¢,

471 7Nt A oA ©715741 H|F(SHORT) % @AW S Al4E F

o] #AE AHEW, KOSPI, CDS, EQUIP &< [&< 34, HOUSE,
SPREAD 52 P59 A2 VEFGAINE, <3 VI-8>9] 7|7 dWA 2] <A
W AlFEe] et BAHS Au W HOUSES SPREADY] 5 A4 o
2 EA AT A Suea o] @794l H]F(SHORT) &

RS
7 g
KOSPI HOUSE SPREAD CDS EQUIP
t SHE 0.8470 -3.8982:x -2.9634 0.7318 0.2628

Tl 1% FolaodA Folge vekd

SPREADCE®715 2] Ao & Sl easl 47147 dgaels 484
23 7] 919 CDF 549§ W] 3d FuAFeld 4 8ste] LA stol

%= SPREAD®} SHORTZFe] Tdsk 237 ==
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<E VI-9> 7 WMFES @I5A WS g FAFF A%
(F91:%)

7 CDS KOSPI HOUSE SHORT EQUIP SPREAD
171 0.000 0.151 0.031 0.430 0.000 0.000
27| 0.000 0.122 0.161 0.260 -0.141 0.031

37| -0.002 0.121 0.159 0.276 -0.110 0.053
47| -0,011 0.101 0.127 0.281 -0.101 0.073
57| -0,006 0.095 0.099 0.267 -0.101 0.068
67| -0.010 0.094 0.083 0.261 -0.099 0.075
77| -0.014 0.089 0.083 0.256 -0.098 0.090
87| -0.017 0.086 0.090 0.249 -0.095 0.097
97| -0.020 0.084 0.097 0.241 -0.090 0.104
1071 -0.022 0.082 0.102 0.234 -0.083 0.111

1171 -0.023 0.079 0.106 0.228 -0.076 0.117
1271 -0.025 0.078 0.109 0.222 -0.070 0.121

1371 -0.026 0.076 0.112 0.216 -0.064 0.126
1471 -0.028 0.075 0.115 0.211 -0.058 0.131

1571 -0.029 0.074 0.118 0.207 -0.053 0.135
1671 -0.030 0.073 0.121 0.202 -0.049 0.139
1771 -0.031 0.072 0.124 0.198 -0.044 0.142
1871 -0.032 0.071 0.126 0.194 -0.040 0.146
1971 -0.033 0.070 0.129 0.191 -0.036 0.149
207] -0.034 0.069 0.131 0.188 -0.033 0.151

217] -0.035 0.068 0.132 0.185 -0.030 0.154
2271 -0.036 0.068 0.134 0.182 -0.027 0.156
237| -0.036 0.067 0.136 0.179 -0.024 0.158
247| -0.037 0.066 0.137 0.177 -0.021 0.160
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Responze of SHORT to CDS

Responze of SHORT to KOSPI
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<a¥d VI-3> HA F33%F 2%

Response of CDSt CDS

Response 0f CDSto KOSPI

Response to Cholesky One S.D. Innovations

Response of CDSto HOUSE

Response of CDSto SHORT

Response of CDSto EQUIP

Response of CDS to SPREAD

Response of KOSPIto CDS Response of KOSPIto KOSPI Response ofKOSPIto HOUSE Response of KOSPIto SHORT Response of KOSPI o EQUIP Response ofKOSP o SPREAD
® ® ® ®
" T " "
© o o ©
7Y | O — O O W
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A= 4 MR oS et Zake] ©@r]=4l ¥F(SHORT) ¥
2 W] ZAtel ofste] o= AE AW =S 7S (%)= e A

iy

24709 B el A9t <3 VI-10>3 <717 VI-4>of] AAH ] )
A A3}, KOSPI9] AW gL 17]¢] 7bg E At o] 3 A &5 o= 7H4d)
Ao el on, HOUSESF SPREADS] A 2-& 247] 9ol AA A&
SR F7hE AR YERT

<E VI-10> Z Ws9 97|l T g 2ikEs) 23

(91:%)
T2 CDS KOSP!I HOUSE SHORT EQUIP SPREAD
11 0.00 10.93 0.45 88.61 0.00 0.00
27 0.00 11.13 7.91 74.80 5.88 0.28
371 0.00 11.15 11.12 70.12 6.80 0.80
471 0.02 10.58 11.60 69.13 7.13 1.54
571 0.02 10.27 11.25 68.96 7.53 1.97
671 0.03 10.08 10.70 68.93 7.82 243
771 0.05 9.86 10.28 68.69 8.04 3.07
871 0.07 9.65 10.10 68.28 8.18 3.73
971 0.10 9.46 10.10 67.74 8.21 4.39
1071 0.14 9.29 10.20 67.12 8,16 5.10
1171 0.17 9.13 10.37 66.48 8.04 5,81
1271 0.20 8.99 10.58 65.82 7.88 6.53
1371 0.24 8.85 10.83 65.14 7.69 7.25
1471 0.28 8.73 11.09 64.44 7.48 1.97
1571 0.31 8.61 11.38 63.73 7,27 8.69
1671 0.35 8.50 11.69 63.00 7.05 9.40
1771 0.39 8.39 12.01 62.27 6.83 10,11
1871 0.43 8.29 12.33 61.53 6.61 10.80
1971 0.47 8.19 12.66 60.80 6.40 11.48
2071 0.51 8.09 12.99 60.06 6.19 12.15
2171 0.55 8.00 13.32 59.34 5.99 12.80
227| 0.59 7.91 13.64 58.63 5.80 13.44
2301 0.62 7.82 13.96 57.92 5.62 14.06
247| 0.66 7.73 14,28 57.23 5.44 14.66
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<Y VI-4> Z} AFE9)

Percent SHORT variance due to COS

Percent SHORT variance due to HOUSE
100

&0 4

&0+

404

Percent SHORT variance due to EQUIP
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814

50

404

Percent SHORT variance due to KOSP|

Percent SHORT variance due to SHORT
100

80

&0

404

Percent SHORT varisnce due to SPREAD
100

804
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<Y VI-5> AA BAEH

=El

Variance Decomposition
Percent CDSvariance due o CDS Percent CDS variance due to KOSPI Percent CDS variance due to HOUSE Percent CDSvariance due o SHORT PercentCDSvariance due to EQUP Percent CDSvariance due fo SPREAD
n m o 0 m
[ [ [ [ [
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o @ @ o o
! il i ! !
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[ @ © ©
& [ @ @
4 @ o o
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0 0
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——
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PercentSHORT variance due to KOSPI
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PercentSHORT variance due to SHORT
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Percent SPREAD variance due b CDS
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Percent SPREAD variance due o SHORT
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ABSTRACT

The Impact of Long—term Liquidity Requirements in Basel III
on Banking Sector

Yun, Kun—Yong

Major in Economics

Dept. of Economics & Real Estate
The Graduate School

Hansung University

To address the market failures revealed by the financial crisis in 2008, the Basel
Committee on Banking Supervision is introducing a number of fundamental reforms
to the Basel II framework. The reforms (Basel III) strengthen its existing capital
requirements and enhance the risk coverage of the capital framework by newly
introducing a short—term liquidity standard, a long—term liquidity standard, and a
leverage ratio standard.

The Basel III will be phased in between 1 January 2013 and year end 2018,
becoming fully effective on 1 January 2019. As of 2013, most domestic banks meet
capital requirements, short—term liquidity requirements, and leverage ratio
requirements but have difficulty in meeting long—term liquidity requirements
(NSFR). The measures for raising the NSFR are likely to lead to higher funding
costs and lower investment returns, which are the opportunity costs. Thus, the
regulation would trigger changes in the business practice of domestic banks. The
primary purpose of this dissertation is for analysing the impact of the NSFR on the

domestic banks’ profitability and structure in funding & asset.
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As a result of the sensitivity analysis by the balance sheet model, it is drawn
that there are the specific relationships between the NSFR and profitability. Firstly,
the measure by which the banks expand retail deposits(demand deposits &
long—term deposits) is the best strategy for raising the NSFR, not reducing a bank’s
profitability. Secondly, it is more effective for raising the NSFR to change funding
structure than asset structure. Lastly, the measure to change the maturity of term
deposits from short—term to long—term is the most effective among a variety of
funding transitions.

Also, NSFR cost, which 1s defined as the cost for applying NSFR regulation, is
introduced as a new concept in this paper based on the results of the sensitivity
analysis. It can be defined as the profitability decrease due to a one percent point
increase in the NSFR. The NSFR cost of domestic banks is calculated at
approximately 0.006% ~ 0.028% of total assets as of 2013. Domestic banks would
suffer the decrease of Net Income by 9.7% to 46.1% as of 2013 for the increase of
NSFR by a five percent point. The NSFR cost associated with a five percent point
increase of NSFR can be recovered by increasing lending spreads by 8.1bp to
29.6bp and by decreasing funding spreads by 9.9bp to 36.0bp.

In this viewpoint, the empirical study is performed for discovering factors to
extend the maturity of bank deposits, because the prolonged maturity would be the
desirable foundation to increase the long—term deposit ratio, which is the best
strategy to raise the NSFR. As for the methods of analysis, it is difficult to define
long—term deposits ratio in general, due to the ambiguity in the definition of
‘long—term’. Therefore, as an alternative, this study more focuses on discovering the
factors to decrease short—term deposits ratio (and to increase long—term deposits
ratio, eventually), applying the existing methods of analyzing short—term deposits
ratio data. According to the analysis based on VECM long—term equilibrium
equation, HOUSE (house price index) and SPREAD(short— and long—term interst
difference) are positively correlated to short—term deposits ratio, while statistically

insignificant correlations are found between short—term deposits ratio and the rest
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of indices such as CDS(credit default swap), KOSPI(the composite price index of
stocks), EQUIP(loan facilities ratio), respectively. In other words, the short—term
deposits ratio of domestic banks has been increased by low interest trend and
influenced more by house price than stock price in terms of asset portfolio.
Basel III reforms will be able to stabilize financial systems, by improving risk
management and governance as well as enhancing the transparency and disclosure
of banking businesses, and to contribute economic growth. However, the regulation
would provoke negative impacts derived from intensifying competitions, while
domestic banks and other financial institutions collectively striving to meet
requirements of the NSFR regulation. To mitigate the negative impacts of
implementing the NSFR, the regulation authorities should consider various policies
such as inducing some of individual banks to switch from commercial banks to

investment banks with activating covered bond.
[keywords] Basel III, Long—term Liquidity Requirements (NSFR), Profitability,

Short—term Deposits Ratio, House Price Index, Spread, Investment

Bank
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