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A Study on Determinants of Financial Soundness of Savings Banks
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Abstract This study analyzed the determinants of the financial Soundness of savings banks. In particular,
empirical analysis was carried out on how the loan deposit ratio correlates with financial soundness after
restructuring. As the restructuring of savings banks was finalized in 2014, asset management changed and it is
time to analyze the financial characteristics of savings banks. In summary, the relationship between the savings
bank lending rate and the NPL ratio is estimated to have a negative value at the 1% significance level. In
other words, the higher the mortgage rate, the lower the substandard and below ratio. It can be said that it is
not easy for a savings bank to build an aggressive loan portfolio. In other words, the more difficult it is to
finance loans through savings deposits, the more likely the risk aversion tends to be. The higher the corporate
loan ratio, average interest expense, and economic growth rate, the higher the risk index. The larger the asset
size and the higher the loan growth rate, the lower the risk index. Increasing the mortgage rate may reduce
risk-seeking behavior, but it does not mean that it is unconditionally positive for savings banks. Therefore, the
loan deposit rate regulation should reduce the incentives for excessive asset expansion and manage preemptive
soundness through lending portfolio management.
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Table 3. Result of Fixed-Effects Regression
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cosT -21723 —2.67 0.008
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