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(Figure 1) Policy Rates of Korea and United States
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(Figure 2) Growth Trend of Korea
(%) (%)
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Note: Growth rate is year-to-year base.
Sources: Bank of Korea
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(Figure 3) Gross Fixed Capital Formation and Consumption in Private
Sector of Korea
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Note: 2010s are 7 year averages from 2010 to 2016.
Sources: Bank of Korea
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oA SRMeR A fEA S 7Y WRAE EE s
Q¥ Z2u|Y(external finance premium)S WEOZH 7|F o A& A=
o

g+ 4= ¢t} Bernanke and Gertler (1995) 13 37 Boivin et al. (2010) 5°] A9

sl AAY Huo wgPAol gl AACIAE 719e] dixhd)z R (balance
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S §Esto] Fxjol o]§3te ALY NFg Hg] Ao|7t §lv] wiolct.
e A1e e zhel AR vt o] EXtY RFE ol ¢
RAE meugdo] B/ Heh LS AFBB| S /19 AET Aol
7] el fEAA ] He Ve o ¥ oNAT Zejn|gle Ao}
stk ojelat B oA AR AL AARE Frjo] £TFHY ol
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Y39 (2016) 2.t Hori et al. (2006), Masuda (2015)2] =& 3} FAFstTE o]
I 2440 2ghE eSS FALoR Ay
yAgHee BAEUR ) AEAFHL)E A7 AERE A
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2 J}Egdetel pekgich. AukFEINNE, ) AWV ) e B

SRl QMBS F 55400 BAXSE ARsldth AR, )T

s}u}z B 19901 o] F o] MY /1YL e

1990 9] Al G AR FHAL WESY AR AT FAsch T
sldoms 1991dRE AYGPLAHAAS b A(perpetual inventory

equation)o]] whet A4kt

[(sz = (1_5j)K;ZJ:t—1 +]Zt (3)0

a

23] F, = Al wet AT §e FPTARALY] FEE 47

. SR A7MAZIES Hori et al. (2006)S whe}l <Table 1>3}F 2o 3

6) 19904 olFo A 719l AYAE o EARE of o] A gt
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(Table 1) Depreciation Rate of Tangible Fixed Assets

Tangible Fixed Asset Depreciation Rate (&)

Building 0.0470

Non-Building Structure, Installation 0.0564

Machinery 0.0949

Ship, Aircraft 0.1470

Motor Vehicle, Delivery Equipment 0.1470

Apparatus, Equipment, Mold 0.0884

Source : Hori et al. (2006)

6
]L,f = E]L]t “4)
j=1
6 .
](i,t = E z{t (5)
j=1

o

H, FULRGLARA B (PK,) 2 o4 ) 35 2ze] §3

LA B S gHstel Th.
6 . .

PK;‘t - E'Pt][(zt (6)
. = .

£9 (@)% Lindenberg and Ross (1981)ef wte} ch&w} gro] Alabgbeh. 4]

(7NN MV, ;= 7199 BHAZIEHO|AL A, = 719 SAHANS] AR 7T o]
oo EN g8 Buwl, FAALY G §Y ALY GRS A
SH A(6)014 A4k AAgE DA A S 7}&@%
MV,
Qi"t_ Az‘,tﬂ_NKi,tﬂ‘l'PKi,tﬂ @
BV E(DR, ) FA(Debt; g 2T SAALCE Uie o2 BAvl&
DA 710 AR A, — VK, PR, SR F fRaRA

4 LS 2
B BAelth ol AL £5E Sishr] $19] WAL EHH BAAY, FAE TR T
e

Bk
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o=

o] BEE AT sttt FAe @AY AR, 544, s B

AAAF, BT RAFY BAR HelRIt

DR Debtz}t
e A;,—NK,,+PK,,

&AMt BIE(LAR, )2 ot 2o] 719 weidrite 24T SA4

Aro @ U Al ettt S5 ARANLA, ) KIS-Valued] S5 FES AL-g-
st
LAR = LAzlt
" A, —NK,+PK,

B9 Mp(MP)Re 58 AHE(CR ) BA5SE S7H(MB)& At
E3HThy a5 RS 3719 SaEelA W79 SaE W gle o
grol A&ste] Zela grold 154 SR ofystal e Edth
e Aol 02tk 245 154 Frrh Erhe AL, 0Hot A2
= gty Frrt wrhe AL Auidth E 2953 SRS 1 R
o] ofulE Zterh 222 FANYE(OF )2 Yol A(0)9] 5o A
& 2SS TR Ue groltt

1 ZAR71d AAE WL o AFES 23

<Table 2> ~ <Table 6> 2/(1)9] 2HAME HojZr} A()ol o aWH

Fl FAREY] A7) PUR, o] AR ZE] gleng, Maiti
-

d

2 A E YA A (consistent estimator)S P2 4 Qv 2 EIE

§) Bgsis Zopedol vny 35 pelP + s AWtk AzFeYHl A%E 19994
olde] e BAHAS ATT EUES AHoz B T BUBILS BAHANLL A}
235199 th. Nakashima (2006)2} Miyao (2002)+= £, Shioji (2000)2} Inoue and Okimoto (2008)

L RABsle b 94w BIYMANR A2S Ytk dW Seuere] 49 FagHe o

A ARZA M2, Lf 5& didez o] &R - (2009), -4 (2013), ¥17]1%-A -2

% Q0l4), §AL-01714 Q015), ABIE (2017) 52 BIYE WhE BUBIS A8t v} oAk,
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Y FAA(RFP 7t H4E FE(individual)o] HoS e W42 UERd
Aol A LAFHES] €, — = RF) O] 7] BRI SYAo|A 7] u
ol whebA 2 At
AR&SEe] A1) A4S =453

hA oA AFEHE 714
71& Aol A719 BAES Aol 23X i AN S
ARgSto] B2 A @ 0lE EA St & Aol Me AR Akt v
= =&, A2EH GMM 4270t HlawE flsto] o4 Aol WAg/deol &4

o
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e
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o
=
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aQ
fob)
=
~~
[\)
S
S
x
\.\_/
©
w2
a
o
©
—~
[\)
S
p—
(9]
R
oj

3 of At DAEREYS o] 83 FHE A
Psholet. WE FHA L AHAE) HulS PSR EFH <Table 2>
e

zwﬁg of 24 AT ZA A
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(Table 2) Coefficient Estimates of Fixed Effect Models
(1) () 3) 4)
Estimation Period 1990~2016 | 2000~2016 | 1990~2016 | 2000~2016
o 0.100" 0.099" 0.100" 0.099"
ped (0.000) (0.000) (0.000) (0.000)
0.348" 0.417" 0318 0.522"
LAR;, 4
(0.001) (0.002) (0.017) (0.024)
0.007 0.230"
LAR;, |CR;,
' (0.841) (0.004)
0.003 0.014
LAR;,_ MB,,
’ ’ (0.738) (0.385)
02727 0362 02717 03597
DRiAtfl
' (0.001) (0.001) (0.001) (0.002)
op 0.362° (0.324 0.362° 0.326
vt (0.063) (0.124) (0.063) (0.122)
number of observation 23,140 19,833 23,140 19,833
number of firms 1,864 1,864 1,864 1,864

Note: 1) Numbers in parentheses denote p-values and the superscripts * and ** represent
significance within 10% and 5%, respectively.
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(Table 3) Coefficient Estimates of System GMM Models

(estimation period: 2000~2016, monetary policy variable:
difference of call rate)

(1) 2 (3) 4)
R, -0.110 -0.103
' (0.022) (0.015)
o 0.201" 0.052 0.094"
vt (0.000) (0.305) (0.091)
0 0.138" 0.104" 0.241"
pet (0.000) (0.001) (0.000)
02117 0.255" 0.349" 0.328"
LAR,,_,
' (0.008) (0.001) (0.000) (0.000)
0.069° 0.063 0.072° 0.081"
LAR;, CR;,
' (0.077) (0.104) (0.094) (0.069)
LAR,, MB,,
0315 -0.207 0.048 -0.047
DR;,
(0.103) (0.210) (0.779) (0.817)
0.183 0.305" 0.421" 0.175
OP;
' (0.298) (0.060) (0.017) (0.378)
number of observation 19,464 19,314 19,682 19,833
number of firms 1,852 1,844 1,857 1,864
number of Instruments 524 562 395 357
Arellano-Bond test 0.144 0.124 0.303 0.199
Hansen test 0.077 0.152 0.068 0.039

Note: 1) Numbers in parentheses denote p-values and the superscripts * and ** represent
significance within 10% and 5%, respectively.

E9 g A W ke Aglel 0.1 AE feolHel Aspe
2 Aoz FAHUG FAuEY FAAE ofg B WAEE ALGHE

5] glojEl et 20004 o] %] o]
Aoz Ueryth 3714 (2006)2> 1993 FE 20034

A3} wAu o] 7190 EAo] Lol
FEFS vRohE AE HHEsE, & A= BARlE WA 2 dat
= ukuda et al. (2006), Koo (2008), Eggertsson and

A $27] 9 7199] welo] Bx HAY A

ne
flo
o
o
o
14
Mo rix
1o
o,
o
o]

=
Krugman (2012) 5
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(Table 4) Coefficient Estimates of System GMM Models

(estimation period: 2000~2016, monetary policy variable: growth
rate of monetary base)

(1) () 3) 4)
=, -0.116 -0.108
' (0.015) (0.011)
0 0.206 0.047 0.088
ot (0.000) (0.337) (0.109)
0 0.143" 0.108" 0.244"
vt (0.000) (0.001) (0.000)
0.462" 0.521" 0.584" 0.594"
LAsz -1
' (0.010) (0.002) (0.002) (0.003)
LAR; ,—CR;,
-0.024" -0.025" -0.023 -0.025
LARi‘tf lMBi.t
’ ' (0.089) (0.061) (0.133) (0.117)
-0.280 -0.179 0.068 -0.012
DR,
' (0.146) (0.279) (0.687) (0.953)
0.190 0317 0.429" 0.174
Osz -1
' (0.278) (0.050) (0.015) (0.377)
number of observation 19,464 19,314 19,682 19,833
number of firms 1,852 1,844 1,857 1,864
number of Instruments 524 562 395 357
Arellano-Bond test 0.114 0.102 0.302 0.199
Hansen test 0.093 0.174 0.077 0.054

Note: 1) Numbers in parentheses denote p-values and the superscripts * and ** represent
significance within 10% and 5%, respectively.

shga wo] MARL 1990dT]E Eae BAolAE A8 goHolx] o

AR UEA FEAN W 239 AEe £Uska 20004 o]
dlolelut g Bl AL o3 AXske foHel Asgto] 24t ol
2e Aaks 20009t So] EspHA] Hal} A Ziii AT 4= 9
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o] % 7|Ztoll Bl Wolx]7] WY = QIthd ol2fdt HE etsto] AlAH
GMM =3 9] 42 2000~2016 ZF dlo]E| TS Ag-8%ATh10)

<Table 2>o|A AAIGE nAFNRY FHAqA= Wl ==
IR, 9 Q& AT o] F WHRE ALt siA WAL 24
7b &3] A= A2 otk diHdd], oE 719 7] FAAE] t-17]9
SEcha 7PYsRE t-17]9]] o]23 ARE ST EAANE] ] t-17]¢]
F717F G oW @, = WAALE 7HE S ok g, 22 =R
DR, %= WSS 7Hd 4= ok 719 Fxpd o] ghao] t-17]9] 847t =
dE o 7] "zolth & dAFtold= oldtt A& efste] AlAE GMMO
FAEe A ke IR, G, . @y 1. DR, ole WAl =
4 Qthar 7pASaL o AgHsl AHSLRE 7MYt <Table 3>3}
<Table 4>= A|AH GMM A A7} 1D

<Table 3>0|A]= 2] 2}Eo|, <Table 4>o|A = EAED Z71&0
A Wz AREEATh A AFGE & 1990d ] dlolEE ERE BAS
AZE7} WS 2= 9lrha wehale] <Table 3>} <Table 4>0] A% 2000~20161
g AnE A XSk

b

o]N

—_

=
o

i)

<

_1

< HelHE &

o

9) vl 719Y AFAE SAHEREA Zhe AZPS 19979 J&9)7] olF A Ad AL
2 griee W, E9)7] old ARAlEs Aol dHider "ojAe Aoz HAth o]
wpe} ARk wEhA = 19909 d) HolEE AlYshe A7t AA gtk 714 (2006)2 19981 €]
dlolE & A8t Y-S =AY L n, A9 (2016)= 20029 ©]% dlo|E| v AFg-SH3iTh g
719 AFAE HolEHol2os 98 &F o7 Q8 FEAos gAY W HolHrt 23dE
4 Qlth 229 o 9l e A94 11101517} °F7]°}L =2 g3t7] A3 AFEAA 24 Wb
4 49 1%k 8h91 1%4] Hlolel= A8tk <% 1>l 2000~2016W H|o]& 2] 252913k, 50
=95, 73RS AAIsI

10) 1990 dth tolElE Z3eE A2" GMME] AR = & oA AASHA FARE, 1y 7wt
2o ALY S FEJAE 2 Aege KA 2 des —irxé%i"%

11) Arellano and Bover (1995)2} Blundell and Bond (1998)%= Arellano and Bond (1991)7} A|ot3dt 2}&
GMM(difference GMM)2] A& kS HYslo] A|AH] GMME A|orslith AHE GMM2 iR A
& AAS] 9ol Wgo) AEGEE ASSIL EPASRE Wee B AN sk, e
o 2o uehiis Wio) 37 eugel ETWSR 48314 S uvk Qirk 2o mae] AR
RS ARgSh AE GMMIF Tel, A28 GMME AT 3] o) 2Re] 2448 g AL
E3ck A0 GUME Tk Nof vl Ao st W) oliidy 9 A7lgsiol 9 719 o
oA FEHAT ME o F Y 7Y AbelolM= 8EHA e o AT & Aok

zn
o

(covariance matrix)2] —%—Xj Oﬂ/ﬁ% Windmeijer (2005)2] 21;1_1—74] ZX%HOH:;] o olﬂo}td 7o §l— EZFLX
@Hse

AR(2)9] FEiE Y f,\— E} <Table 3>_L} <Table 4> 0}‘:1'4 Arellano Bond testJ :|L]—r‘7]'
Aol ARQ) BA7} £A5) i Aolch uiebd mdo] Alxw GMME] 7S ettt
olZ|7t #F7Hdo] A= ofof gt <Table 3>} <Table 4>9] mhA|u} FA| %2l Hansen test] 7|7
He ool WAk 2ol FEAL WAL EASHA ereth otk ufe mao] 247} gl
thd AHE7Pdo] Azl ojof dtr) dHH <Tab1e 3>3} <Table 4>2] A A7}= Roodman (2006)°]
793 STATAY o] xtabond2E o|-&3}o] =43+ Ao|ch
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<Table 3>} <Table 4>2] 24A7E wHl P7|o} A7) £AE 7ro] &9
AR(l) BA7E ZAT 2, 28 BA4E wol @ 79 Yl E4E A
Al sk Aol Qs Aolth AR(I) A%e] Adizke] 1mt} 27| ujEo] my
o) QAo BA7L gl Ao Mol t17] Byl g BE oA %94%_4,
o Ao vepgrt ot nAAIEF M} PR GAtE 9

o,

Edl q7F oAl o FAASEE A SE At AR A2

ol5}7} Z7) Arso g, Eal F7) Aol EH]

qe] Z71& o]oj#jof 3tt}. Pennings et. al (2015)% 3= E3ISF At 7))

YAA 874=e] dHlolel g A Axt AAFE ] 1% EJAE Ql4fo] FIHE

0.5~1.0% Hojmalchs A7 Antg Wil £ <Figure 4>0fA] 2 &
A

ke

ol ol H o Vbt
0.

= p-value”} 0.103 &2

o~
O
lo
u
o
2,
i)
Jo
1o
o,
filo
tT
o,
O

(Figure 4) KOSPI and Tobin’s Q of Korea
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Note: Tobin’s Q is median of each year estimation data.
Sources: Bank of Korea

12) & o] AHGH FagAUS, F7h BV A(F9@) 1 WAL < 22 Fxd] vhwch



b e A

°

SeEM 7|1y 8ISk

F 10% ool Al 79

M%ﬁWE&ﬂ% ¥ o oo W T W T
Sk e Eox xLﬂwﬁomMﬂ;ﬂq%M
i L S R ﬂllx%%%_/
e 8T 4T mEOEET 4o
Y r oo EN oy N T g
Arﬁam%.mizl;u% TH e o N
T £¥ T LI T %%%ﬂﬁmyw
— ~ ol 1 r <
HETwEraky waldL LRl
W X =" 5 X A w2 PeEPa
om0 m oy R o~ N .
BN o he § N o e xo AF =
= 8o A RS N o A
A e SR T ° O = R S
W_.mﬂ_,o_MMHMMWWMMMEOL_LMwNeT%
I A TN B e e Ol A
Ero ﬂ o _1&”._ Hor ﬂm ,WA_I O_L — ﬂﬁ O_H J—MU J_/lA O_”E OT ‘Alv_yl O__._._ O# °
x_.ﬂrﬂW&lﬂniomo%m% Qo@mmﬁowo_ué?
ﬂ/l_/_WMztEﬁeioqovﬂm%ovovwrmwﬁwmmwge
MaoTXo g FE g X RYs
T To ) g0 Bo

D WX TME W R LT R o o ko o
i(ﬁgo_xW%ﬁ%h_wmﬂﬂovﬂﬂ. WLOE
UEHH,I ‘Ultﬂ_x,ﬂﬂﬂml Vl ﬁE,I_/,I —_—
£ 0 F m & 4oE_EA_1Aﬂﬂq11%4oiovo
GRS — e NOT oa WX o= R
R N T S AN S SRA R g L
T o -~ A S
LEEY R  Lawmrer T do®
P T e e A TR
ﬁekmﬂﬂenﬂ% e o Hlﬂ}_mri
S o & T o H o w P 7 r 2 I X
g 9 n o ® R o o WF K
I I et S S SO T o
T M . % T TR o BN H o mp
3 ™mE o W e of W U S B R G e

AL v

Qe Frol YT W

ZIdel s o

1

R

-

shH, o]

oh webA oy HoMe AT

%
Tt



22 =¥ AMATRY "EHMEAL M4 M4s (2018.12)

7t A ST BAE vX] = G2 71 e whek ol Q& 4 A
7] 2ol o7IA= Ao FABRRY S A7FEH 2 A9l 50%<E 519
50% 71l tiell 22t F=45tqlct <Table 5>= Fw2lE SEE W42 A}

83k 95, <Table 6>2 E2AZ3E T2 HERE AMES 499 =44
g BojErh

<Table 5>9] 3 ®#| G- A9l 50% 7192 = A o|ct. HAful& A
A3 Fogt 3o 7k 7R, 1 Adighe] AAI71HL] 0315004 0.735%
Aol & uj 7o) sttt AT BlE0) FRATE FY G 2A
9k, <Table 3>of ®]al] 1 gto] @AA|s] 2L FoH oA & gt} {5/ < 4l H]
S ST nAF A 10% oA §25HA] ¢k Ao 2 YA
gk p kol 0.1682 10%E Xw dolA= ol Sol3t A2 dYolddsE
AAl FotA] 2> Ao & UEtylths Zolth AZFEH A9 50% 7199 &
Ap-gol el FYd l%’%ﬂ} /g 4t vleo) FFeo] foshA| gtk At
= TRV 2 719YeE R AE Zeju]dle] @S Aot AT Y
ot &, WEAS v&1 &FEAE v]§ Atolo] 2 g7t gleng YHAE 9
TR7F g AAe Fagh aglo] ofd Ao 45 4 it} <Table 5>
O] 2-192 A7k 819 50% 7ol digh EA4dar) ERl qof
Aol o] oA F Fhol ANt 9] 50% 7l vls ZA ot

AL g2 Uetylth

FEAu&2 A9 50% 7Pk SR fojFolx] oFgkrh. A9l 50% 7Y
o= FostA ZUE FHoldET A BlES FoAY Hal ofy
2} <Table 3>9] ZAu}of vla] =4 A 4=gko] Zith o How
714l dafiA e AR Biu @] daEge
HpEdS AARRT 9hH f-5 A S5 -

Ao R FAHE], AstA FIHY o] YRAFS AR = T4
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(Table 5) Coefficient Estimates of System GMM Models by Firm Size
Distribution

(estimation period: 2000~2016, monetary policy variable:
difference of call rate)

1) 2-1) (2-2) (3-1) (3-2)
Firm Size Top Bottom Bottom Bottom Bottom
“ 50% 50% 50% 25% 25%
” -0.061 -0.018 -0.163 -0.068 -0.156
vt (0.376) (0.831) (0.121) (0.503) (0.157)
Qi
0 0.129" 0316 0.376" 0.333" 0.451"
vt (0.024) (0.000) (0.000) (0.013) (0.001)
0.078 0.570" 0.462" 0.499 0.415"
LAR,,_,
’ (0.496) (0.000) (0.000) (0.002) (0.007)
0.088 0.077 0.086 0.118 0.154"
LARi,t— 1 CRi.t
' (0.168) (0.180) (0.101) (0.100) (0.014)
LAR;,_\MB;,
-0.735" 0.273 0.231
DR?I‘ -1
' (0.018) (0.391) (0.559)
op -0.326 0.747" 0.700" 0.812" 0.725"
st (0.266) (0.002) (0.001) (0.006) (0.006)
number of observation 9,814 9,650 9,706 4,670 4717
number of firms 1,357 1,350 1,352 948 958
number of Instruments 225 123 123 123 123
Arellano-Bond test 0.766 0.732 0.118 0.706 0.283
Hansen test 0.166 0.303 0.215 0.284 0.204

Note: 1) Firm size distribution is established by aggregate market value of listed stocks.
2) Numbers in parentheses denote p-values and the superscripts * and ** represent
significance within 10% and 5%, respectively.

290 A54% 18 34 golrEolds folAe Ans 24
= 519) 25% TR 19 A9 A5E BB FAgel e hEAF
ogsot £ ol Aol ol ke A%el dehdle AL
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<Table 6>l 53}

gstoich A A e A
=]
u

!

SR

o] 50% 7]919] =4 Awr}. <Table 5> Y

ED

A oAl

Helea Al el Alegtol o204 a2 A

a3 &9 qo AU RO] Aggro] <Table 5>9F %

W
l\.)

g2 3h9 50%

(EEEEE

sHA

2UET F7HES A

OEZ

&4l q9f

JE S E
T S At 2-13%
At HojEth Exl qf Aleghol &9l 50%

(Table 6) Coefficient Estimates of System GMM Models by Firm Size

Distribution

(estimation period: 2000~2016, monetary policy variable: growth

rate of monetary base)

(1) -1 (2-2) (3-1) (3-2)
Firm Size Top Bottom Bottom Bottom Bottom
50% 50% 50% 25~50% | 25~50%
o -0.060 -0.024 -0.164 -0.035 -0.142
vt (0.374) (0.761) (0.118) (0.695) (0.227)
Q[.t
0 01317 0318 0371 0.161 0.152
pet (0.019) (0.000) (0.000) (0.153) (0.112)
0.247 0.904" 0.785" 1.094” 1.103”
LAR;
’ (0.327) (0.002) (0.005) (0.006) (0.004)
LAR,, \CR;,
-0.016 -0.032 -0.031 -0.048 -0.045
LAR;, MB;,
' ' (0.425) (0.159) (0.161) (0.102) (0.134)
-0.699” 0.278 0.001
DRi.tfl
' (0.022) (0.376) (0.999)
op -0.297 0.741" 0.686 0.777" 0.641"
pet (0.300) (0.002) (0.001) (0.035) (0.027)
number of observation 9,814 9,650 9,706 4,980 4,989
number of firms 1,357 1,350 1,352 1,133 1,135
number of Instruments 225 123 123 123 123
Arellano-Bond test 0.769 0.661 0.113 0.480 0.185
Hansen test 0.220 0.314 0.239 0.100 0.258

Note: 1) Firm size distribution is established by aggregate market value of listed stocks.
2) Numbers in parentheses denote p-values and the superscripts * and ** represent
significance within 10% and 5%, respectively.
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<us 1>
Statistics of the Variables Employed (2000~2016)
Variables
G IR Q LAR DR OP
25 percentile | -0.169 0.620 0.381 0.031 0.010
Al . 50 percentile 0.000 0.888 0.524 0.173 0.049
Companies
75 percentile 0.331 1.376 0.667 0.335 0.100
25 percentile | -0.141 0.690 0.371 0.023 0.020
Big
Companies 50 percentile 0.019 1.041 0.523 0.164 0.062
(Top 50%)
75 percentile 0.386 1.706 0.671 0.329 0.118
25 percentile | -0.213 0.572 0.397 0.044 -0.003
Small
Companies 50 percentile | -0.037 0.783 0.527 0.189 0.032
(bottom 50%)
75 percentile 0.237 1.103 0.659 0.346 0.070

Note: 1) Firm size is

established by aggregate market value of listed stocks.
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{Figure 5) Impulse Responses of 3 Variable VAR Model

(Monetary Policy Variable : Call Rate)
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Note: 1) The blue lines mean 16~84% confidence band.
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{Figure 6) Impulse Responses of 3 Variable VAR Model

(Monetary Policy Variable : Monetary Base)
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Note: 1) The blue lines mean 16~84% confidence band.
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(Figure 7) Generalized Impulse Responses of 3 Variable VAR Models

(Monetary Policy Variable :

Call Rate)
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Monetary Policy and Corporate
Investment: Analysis of the Asset Price
Channel and the Balance Sheet Channel

SaangJoon Baak” - Seung Whan Ryuk**

In order to confirm whether the monetary policy affect corporate investment or
not, this paper examines the validity of the asset price channel and the balance sheet
channel among monetary policy transmission mechanisms. Unbalanced dynamic
panel model based on system GMM method is employed and annual financial
statements data of Korean firms from 2000 to 2016 are used. For estimating the
asset price channel, Tobin’s q is used as the independent variable, and for
estimating the balance sheet channel, the cross products of liquidity asset ratio and
call rate difference or liquidity asset ratio and rate of increase in monetary base are
used as interaction independent variables. In addition, debt ratio and operating
profit ratio are included as the regressors. The dependent variable is investment ratio
(the ratio of real investment amount to real tangible fixed asset amount).

The empirical test results show thatthere is a statistically significant
relation between investment at t and Tobin’s Q at t-1. Considering lowering policy
rate possibly increase stock price, and then stock price has a positive relation with
Tobin’s Q, the plus signal of Tobin’s Q means that the asset price channel of
monetary policy functions statistically significant.

The coefficient of liquidity asset ratio at the former period (t-1) is also estimated
as plus —it means that there might be information asymmetry between firms and

banks.
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Meanwhile, the coefficient of interaction term which is the cross product of
liquidity asset ratio and call rate difference is estimated plus and the one which
is the cross products of liquidity asset ratio and rate of increase in monetary base
is estimated minus. This means that the impact of liquidity asset on investment gets
weaker during the time of easing monetary policy; therefore, the balance sheet
channel of monetary policy function is statistically significant.

Model estimation by firm size distribution shows that the impacts of the asset
price channel and the balance sheet channel are stronger in the smaller firms.
Besides, the impact of operating profit on investment is estimated more powerful
in the smaller firms rather than in the larger firms. On the contrary, only the debt
ratio coefficient of top 50% sized-firm group shows statistically significant minus
sign.

This study has policy implications in the aspects of firms’ investment during the

time of tightening monetary policy, and external fund premium for smaller firms.

JEL Classification Number: E22, E52, G32

Keywords: monetary policy, investment, Tobin’s q, transmission mechanism, asset price

channel, balance sheet channel



