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=

) TR A F5E 1%, 5%, 10%94 Fo3S vERdT

102700 A /Y, o] % F83]Ak= S17olar 7)ol sH A=
ol ofgi -z AEa 1 Al 7IeIAL T FEAE 2707 EFFH ] HEEA UG AE 52

19 ¥ w
e Ax
el

Fﬂa o:lo
&
it
2
B
b
i
oty
>
i



134 W %5 B o%

2. Z-index 4]
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HEAEASE oftds FHe dAA R SAQY Z-index7t 7MY =1 B
= 7P 28] A F aERt Aols el AelA FAN A5 0 HY
o] AS BT 15 Zindex?} HlEF1EY 1A nlE feojHoz =t} 1y
I AA GANME BEFE2E Z-index7t HIF§1ES] 2R HlE FelHow
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F9 Bz BR3¢0 EY HES1E Alo] Z-indexE AAlGAH o2 Hlawstgic
200510 6€(2E7]) o] FHE F 1EItel oAl zbol7t vEh] AlRbE|A Ao
2 &2 o)z} ZetAl vEbdt) o] Z-index7t B AAGARES B SAEHE
&4 711% Aoz deH

(17 2]ell A= FE7|2HEQ] Z-index® E7IHE 19 o2 YepQlrh 20049 12
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BRTEIF §3 L 4 IFUL T AFHAREN &S dehieh AAE
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<E 7> Z-index2| H|u
Z-index = (upon + i) /o mon 2 APETE BIAIA ) Z-indexi= 747 208719 AA DA Rl A @ ROASH
A7\ AR g o] i FFEAAE o]gste] Alxtd ot BIFFIEU A9 F§IAE T
= FAAES 71F0 2 3l W-teste Wilcoxon rank sum testZ, ™, 7, "& 44 f94F 1%, 5%,
10%°1 A oS YERAT

Panel A : A|7]17F BlAL(7]F 1 20039 12€(427])5FH 2006 1284277, @9 %)

Ao ey - _ Z-index ; i
2 g A 523 = 4 B3 3 A
A F 5.94 - 443 - 557
L. A gA 5 14.93 - 21.00 9.64 14.39
‘;] g A5 19.14 - 7.49 1.83 10.29
A 5 - 6.22 -4.38 - 0.23
g 11.14 6.22 721 8.14 9.00
) 13.80 - - 3.96 8.88
o 3 F 3 1.46 - 9.88 - 5.67
A 4 D! 10.39 - 8.99 - 9.69
o 855 - 9.44 3.96 8.08
a4 - - 21.36 17.12 1854
g 3 - - 711 251 481
AR iR - - 8.86 3.98 6.03
A<D FzoAoly 3.32 - - 0.64 1.98
2 - 518 - 4.16 454
o 3.32 5.18 12.44 6.97 7.83
FR - 12.28 16.92 5.46 9.89
R EEES 168 - 1758 7.90 9.05
jl . LIG - - - 0.79 0.79
w2 15 A 5]V - 8.30 - - 8.30
i 1.68 10.29 17.25 4.08 759
— ] 2 o] A - - 22.00 0.71 11.35
7‘;‘] o 5 ¥ - - 7.03 1.30 417
g - - 1451 1.01 7.76
HAFFIF 8.86 7.68 11.12 541 8.16
18 8.67 5.15 15.61 3.00 6.79
A A . . 253 4.4 2.41 13
AN e amt @ @
o] (W-test) (1.09) (392 (-31D™ (194" (3.64)"

F) D aA9FA LR 258 AAUFATAREE Zindex® AHEA7] A7 AAD AR FRa
A ggoz s BAWAA A9 Y (AR} 20034 12978 AHH).
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Panel B : 8 FE7|7HH Z-index?] W] (9] : %)
9 T & 2004.06  2004.12 2005.06  2005.12  2006.06  2006.12
o 3 =815 7.22 7.59 7.72 8.68 10.87 12.96
2. B
H & 6.54 7.01 8.17 10.04 10.45 12.20
} FE1E 4.01 4.39 5.16 6.17 8.72 15.17
RERSE! B
v & 3.84 4.02 461 5.45 6.14 6.80
= o =815 791 9.07 12.63 12.01 12.88 14.04
° H| 15 10.60 12.75 18.76 1851 19.96 19.64
A w FE1E 0.91 1.79 4.84 5.43 6.04 6.48
; v & 2.18 2.56 2.64 3.03 3.74 4.04
. T8 15 7.55 7.07 7.77 10.08 11.17 10.30
b H 15 1.67 1.73 2.06 353 5.60 5.95
FE1E 5.54 6.21 8.24 8.72 10.06 11.55
H 18 471 5.16 6.32 7.11 7.94 851
A A
2o (t-test) 0.83 1.05 1.92 1.61 212 3.04**
(0.80) (0.93) (1.43) (1.18) (1.45) (2.03)
2}o] (W-test) (0.10) (0.48) (1.33)" a7 (232)"  (266)™
(O3 2] =8t2easst HZ2828e 271¥ Z-index AlAHIYH|w
M TTT ZEas T HIIE
Z-index al = |
14
12 —
-
10 -~ —— -
~
8 - -
6
'
2
0

200312 200406 200412 200506 200509 200512 200603 200606 200609 200612
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<#E 8> 7}EZHMXEU|E9 Hlw
TFAAE Z22E 239 AF2PL BISHE, AL ¢dIAENE 18 B AFogu|go] A}
At 5FE82F5Y 98 #83AE 7T wE FAEE 7o St 28, A5, 59
$- Astd BISH o 1252 F3] 73l X2 Yekdth. W-test Wilcoxon rank sum testZ, ™, 7,
= 7 frelgE 1%, 5%, 10%°l4 f-28S YEkdit

Panel A : AA7|ZF ¥]al(7]5 20033 129 457D FH 200613 129 @EE7)7HA], @4 - %)

A 4 549 < g KR = B9 g A
S A+ 145.04 - 653.04 - 272.04

RS 14321 - 475.38 405.71 307.06

j i A 5 149.93 - 324.31 267.20 266.30
a7 F - 243.34 -24.46 - 91.97

g 145.25 243.34 350.52 379.07 250.23

=l2-g) 155.16 - - 182.70 168.93

o g 5 9 14359 - 468.57 - 306.08
Al 4 Ahe] 23 220.70 - 424.96 - 322.83
g 173.15 - 446.77 182.70 265.95

A A - - 641.13 358.18 452.50

& 3} - - 361.51 168.05 264.78

A mARE] - - 380.51 12757 233,64
AD Faolaelt 149.07 - - 114.63 131.85
B - 19258 - 146.61 163.85

5 149.07 19258 461.05 199.46 257.76

BB - 122.03 398.11 202.13 23778

mE = 478.75 - 541.27 184.68 401.57

j j:;“ LIG - - - 92.89 92.89
A A 3] - 160.00 - - 160.00

g 478.75 141.01 469.69 154.95 252.64

R - - 515.16 111.46 31331

74%1 fé 5 %4 - - 212.66 131.84 172.25
5 - - 363.91 121.65 242.78
e 18352 180.94 406.89 197.40 256.90

H 1 140.06 129.81 587.60 200.19 204.28

AA 43.46 51.13 -180.71 -2.79 52.62

Aelttes) gy @it (5T (00D (46

ZFo] (W-test) (-5.62)" (576" (406" (-43D™ (1339
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Panel B : 8 F&7178 7FSr AR H &9 Hla (9] : %)
;'_L

e

i 2004. 06 2004 .12 2005. 06 2005. 12 2006. 06 ~ 2006. 12

=8 1w 167.41 189.75 192.73 196.26 200.24 185.82

= H| 15 129.89 131.83 141.10 147.82 148.22 145.85
PR =8 1w 162.38 164.56 160.34 223.78 205.10 156.70
H 15 129.26 112.80 107.09 122.49 148.16 147.08

= o e 1E 293.39 263.80 419.18 479.32 486.03 511.74
- H 15 629.02 634.91 638.82 534.09 537.21 487.80
A e 116.91 156.61 197.28 241.61 233.24 249.85
H & 111.97 150.43 111.44 153.49 150.10 143.32

= T 1E 224.22 218.01 21721 230.09 207.82 197.31
" H| 15 181.05 21898 303.01 364.89 290.69 305.66
R A 198.32 204.81 262.68 298.68 293.30 295.29

H| 15 194.13 185.45 180.10 182.66 200.63 195.21

Az 4.19 19.36 82.58 116.02 92.67 100.08

2}o] (t-test)

(0.11) (0.45) (2367 (3397 @8 (2867

AFol(W-test) (2787 (391" (44D (656" (5147 (513)

IHEHAH2H 8

350
300
250
200
150
100
50
0

(22 3] 7tEAAI2H[ 82 27|Y Bl

A e e BEIE eee=d|IEH
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<E 9> FL HITE ZHe| MREA
TAAEL 7V AR &S, TAT S83AH log(FADE, 834 7499 545 vehie
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05783 -0.0450 0.8310 -0.1744 0.3126 -0.0301 -0.0707 0.0077 -0.0175

n
AAE (0.0001) (0.0405) (0.0001) (0.0001) (0.0001) (0.1703) (0.0013) (0.7262) (0.4252)
i 05907 01301 04622 -31318 01136 00004 -0.0853 0.0816 -0.1829

¢ (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.9866) (0.0001) (0.0002) (0.0001)
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<E 10> S&=s|7 24 (pooled regression) Z =}

2003 12%(437])3?*‘51 2006\ 129 4E7)7HA 718 A 5E 53Hpooling)dte] OLS 37 #4122 A&k
Atk ££9<E Panel AOHHE Z index®, Panel BellA= 7FtAAIEH &2 sl9lth SPdSF=
Group< l—‘.’—%‘%%—lﬁi 15 doss guigola, d F§AF, d 2%, d 1Y, d S48 8
AGE PRt gudFeln, d_F§A4F, d_BA, d_71939e 47 5¥as1F 73S 7R

Wi, sizew WNHSHAFEA IFHA logFAHitel 3, HHIE thztaiig2 4] thzhst HHAS el 2, C,
24 CAEL A ¥%o]x, TA# log(ZF #2b), 18]31 GDP, TB, FX& AA A
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I
r1r N -%

in}

A, E, L& 834 SRS d
W2 Zb2 GDP ARHE, 349 E, °J‘:‘ﬂ1§¥=ze LERATE #5Qke] 712 Newey-West(1994)9] v
Ho g AASAET o] ko] 2AHH t-Frolth ™, 7, "= 7] 1%, 5%, 10% FolA ol Ehs vk
Panel A : %W 4 Z-index
W A T2 2 3 K= ! B3
- 43 A @ 4 (5) A (3) 4 (3) A (3) 4 (3)
Grou -11.366 190.18 -0.232 1746 -49.921
D (-1.39) (2.49)" (-0.02) (0.10) (-4.35)"™
o -5713
d=8A% (-331)"
o ~7586
=1 (-2.60)°"
_ -3.476
9
d=9 (-1.45)
- -2.699
dsd (£095)
o -4.430
d_a8A45 (-2.83)""
-4.039
d_wx (-1.60)
) -1.949
o] =]
d719xd (-0.84)
Groupxsize 1033 0.484 0.440 -10.200 0.293 0.279 4168
PESIZE (161" (279 (268)™ (-2.60)" (0.38) (0.21) (5.12)"™"
GrowxHH] 7779 3965 ~4.702 1035 -3.097 -13.171 23463
D (-2.059)  (-1.22) (~1.40) (0.09) (-1.08) (~1.44) (-5.27)
A 0.114 0.176 0.127 1.945 -0.769 0.886 -0.265
(0.33) (0.52) 0.39) (3290 (-2.39)* (1.15) (-0.49)
c 0214 0217 0213 -0.124 0.253 0.208 0.265
(4.96)"  (4.82)"™ (479 (-0.36) (2.43) @.0n"™ (-0.49)
A -0072  -0.066 -0.071 -0.636 -0.016 -0.317 0.141
(-127)  (-118) (-1.27) (-0.80) (-024) (230" (263"
E -0037  -0.043 -0.033 -1.011 -0.073 0.021 -0537
(-0.43)  (-0.49) (-0.38) (-1.15) (-0.76) (0.11) (-350)"
L <0001 -0.001 -0.001 0.066 0.001 -0.001 0.001
(-4.69)" (43D (455" (1.47) (051) (-1.29) (0.85)
GDP 0.483 0471 0473 -0.087 0.100 0.854 0.030
(22007 (219" (2.16)" (-0.13) 0.62) (1.31) (0.08)
- 0.796 0.790 0.797 2.192 0.730 0.839 0.420
(258" (262 @61 (1.80)° (2.56)™ (0.63) 0.62)
X 0020 -0.020 -0.020 -0.022 -0013  -0.040 0011
(-6.78)"™ (6.7  (-6.74)™" (-248)"  (-573)""  (-453)" (-2.10)"
adj R, 0.343 0.349 0.345 0.2535 0.288 0.245 0543
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Panel B : 5T 7Fs A AR &

AR FR o 3 REXR) =2 P
W 5
A (3) A (4) A (5) A (3) A (3) A (3) A (3)
Grou -299.878 -110.541 -220.201 -199.128 -703.679
P cran (-0.96) (3160 (-0.60) (-1.90)"
. 13.233
10 7=
dw&AT (0.41)
o ~25.954
d2 (-0.44)
) -10.894
&)
d_2w (-0.21)
i} 44,666
=4
ded (-0.78)
I, 16.395
d=8A% (0.52)
-5.206
= (-0.10)
96750
SEIp=)
el (-051)
Croussize | 24900 4.666 5153 4921 16740 93663 50.540
P 242" (172" (1.83)° (0.81) (3.05)" (1.07) (1.99)"
Crowoepp 180571 109006 122972 29.173 7782 ~407600  -134.521
P (-348)  (-165)°  (-178)°  (228)" (052  (-3007  (-154)
TA 10.249 13.058 13.167 -0.34 -13.301 60.658 -2.071
(152) 2187 200" (-0.33) (2707 B9 (-0.10)
c 12.269 12519 12,532 8.609 12.064 11.8%4 12813
AL65)™ (11897 (188  (75D™ (1363 (G637 (10400
A 1,349 “1316 -1.3%5 -6.281 -0.990 ~7.001 3.028
(-116)  (-L1D) (117 (-352xx  (-0.89) (-1.76)" (0.50)
. 5.062 4747 4637 -1.100 1.813 0.29 17917
(1.76)" (167" (1.63) (-0.45) (0.49) (0.06) (2.73)™
L 0.017 0.016 0016 -0.210 0015 -0.011 0.013
(1055 (1069 (1030  (-2.09)" (2.46)" (-052) (4.82)"
GDP 4.029 4.081 4.002 0.882 -4.778 -7578 19.946
(0.69) (0.70) (-0.69) 0.61) (-1.06) (-0.35) (1.58)
B 9.679 10.405 10524 3738 12,347 44.268 2310
(1.40) (1.49) (1.50) (-1.44) (1.91)° (1.33) (~0.15)
x -0.085 20090  -0.089 0.023 0.007 -0.281 -0.221
(-128) (-1.35)  (-135 (1.44) 0.17) (-1.14) (-2.23)"

adj R? 0.69 0.693 0.693 0.729 0.745 0.441 0.764
HEAF 2076 2076 2076 211 1096 401 329
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[¢]

e RE A 23 A %23 =3 EE
s 2 (3) 2 (4) 4 (5) 2(3) 2 (3) 2 (3) ERE)
Grou -22.060 -51.908 -44.648 36.304 -48977
D (33 (-146) (=329 (172 (-5.05)"™
o g 0559
d_=8AF (0.34)
o ~1.740
d23 (-057)
) 3.696
2l
d_2% (167"
. 8.230
=4 a
d_sd (2.06)"
o g 0.680
d_ 284 (0.42)
0.161
=7 0.07)
Croupesize 1765 0.032 0.008 3719 3702 -3.114 4064
P (356)  (0.23) (0.06) 190" (350 (-2.04)" (5.68)"
Groupeipi 5191 2536 2793 19740 -14303 20672 -20.127
p (-1.80)° (1.43) (157) 176 (=303 (232" (-47D)™
A ~1.549 -1515 -15% 3.204 ~1411 1,638 ~1.822
(-666) (=641 (=653 (272 (-463)"  (-260)"  (-4.93)™"
C 0016 0018 0018 -0.834 0117 -0.025 0.164
(156) (1.70)° (1.70)° (-319 (659" (-1.21) (7.35)
A 0.015 0.013 0.013 -0.356 0.061 -0.107 0.046
0.71) (0.62) (0.60) (-0.88) (330" (-0.99) (0.24)
E 0.010 0.007 0.008 0.026 -0.002 -0.095 -0.152
(0.39) 0.27) 0.32) (0.06) (~0.05) (-1.62) (-1.83)°
L -0.001 -0.001 -0.001 0.020 -0.001 0,002 0.001
(-041)  (-051) (-0.53) (0.80) (-1.60) (-1.75)" (1.00)
GDp 0437 0.480 0.482 -0.058 0.086 0.809 -0.112
Q17" (223" (2.23)" (-0.15) (0.39) (1.33) (-0.50)
B 0.600 0629 0629 1.384 0.686 0.721 0815
Q50" 2507 (250" Q™ GBI (0.96) 2.97)™
X -0.021 -0.022 -0.022 -0.016 -0.014 -0.044 -0.012
(-1450)" (-1439)  (-1442)"° (402" (83D (=994 (-6.79)"
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Panel B : 5T 7Fs A AR &

- A2 e Axeq =4 0y
=T 4@ AW 46 A (3) 4@ 4G A0
Gro ~646.340 27904 -31748  -143569  -430.65
a1 (2537 (-143) (233" (-164)
e 77.240
d=8A5 (181)°
o 40,765
4.3 0.59)
) 48957
3|
- (0.94)
71587
=4
d 0.83)
e 77425
d_l:! 'KX]T (182)*
37813
=
= (0.69)
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At}
d71Ad (111)
Cromesige | P3P 2754 2616 17552 26088 11371 36.93
b 458" (0.81) 077 (296 53 @255 191
Crouppy | 294960 256 70974 TLISL 10583 75157 277l
P 420" (-155) (151 @7 (-013) (270" (-238)"
A 4215 -1254 1284 0130  -27778  -12341 31507
(075 (-022)  (-023) 006)  (-553™ (<062 (313
c 7.947 7.301 7313 5952 8279 6520 11428
(BRI (5957 (2602 (65977 (37 (909 (1875)
A 0856 2890 2881 5837 -1918 12179 5574
(-508)™  (-5ID™  (-510) (451"  (-521"" (-333)""  (-1.04)
. 3.806 3710 3728 2,067 2519 0.624 4190
GAD™ G G3TT ((139) @77 030 a7
. 0.007 0.007 0.007 0.161 0.010 0010 0.006
A5 (43 (4367 2087 @227 (031 (543
op 2935 4000 4008 1761 4676 5533 14073
077 (110) (1.10) (1.50) (138 (-030)  (196)°
B 9200 10551 10544 0.716 12637 30007 1091
(215" @617 (260 (0.46) (3.8)™ (1.29) 0.12)
X 0063 0088  -0.089 ~0.005 0.006 20210 -0.110

(-222)" (325" (-326)™ (-0.39) (0.24) (-154) (-1.96)
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abstract

Financial conglomerates combine banking, securities, insurance and other financial services
within a single economic entity. In this paper we analyze the effect of financial conglomeration
on the default risk of financial companies in the Korean financial industry. We use two risk
measures based on individual company level as proxies of the default risk, one is Z-index
proposed by Altman(1968) and the other is the weighted capital adequacy ratio. We find that
financial conglomeration has a negative effect on the default risk of financial companies. The
asset size and diversity level of financial conglomerates, however, are negatively correlated
with the default risk of financial companies. These results mean that in the Korean financial
industry, even though the economy of scale and scope does exist, financial conglomeration

does not translate into lower risk of financial companies composing financial conglomerates.
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