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The Effect of Housing Price Changes on the Performance of Korean
Regional Banks
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Abstract This study analyzed the effect of housing price changes on the performance of Korean regional banks
using DOLS model. The analysis shows that housing price changes does not have a statistically significant
effect on the loan growth, profitability and soundness of regional banks. Among macroeconomic variables, only
short-term interest rates have a significant positive effect on any model. This means that a rise in short-term
interest rates significantly increases loans by regional banks, which leads to a significant increase in profitability,
but has a significant negative impact on soundness. On the other hand, bank characteristics variables are found
to have a significant negative effect on the loan growth, profitability and soundness of Korean regional banks.
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Table 3. Empirical results of ROA
HE Model 1 Model 2 Model 3
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LCR =0.012sx
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w0 p < 10, w1 p < 0B, w1 p < 01
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Table 4. Empirical results of NLR
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