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o VAL, ol 1% FEAM FAHOZ Fognh olF nelsu
7ol ] %
A4 HyFe 7t 34bp YokE AL v

(3=
< 24> 2H WP Feof tizt FHEZA(FF71H)
e T2 H~ 2| A= HE=Xt P-value
SE HEX2E2(%) -0.335%* 0.023 <.0001
TE7| () 0.009%** 0.001 <.0001
X Bl
21 drsiol@tel) | -0.029*** 0.008 0.0004
27 EXAKERDOERN | 0.023%* 0.005 <.0001
EXHs
71 e SRS (%) | -0.624%+* 0.039 <.0001
SXAO0|AE (%) | -2.327* 0.924 0.0118
HAIEH Ha | 30X 3EF(%) | 106.581*** 1.361 <.0001
o n¥zat Yes
Number of Obs 2,115
Adj R-squared 0.9471

* P<0.1, ** P<0.05, *** P<0.01

14) 1bp+ 0.01%pe] .
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EAS 31335l Clustered Standard ErrorE &-&3F 3734

{3 25> Clustered Standard Error& #&3} 3 HEM(ZZ7]H)

Hye TR H~ 2| HAE BEZX} P-value
SE HEX2E(%) -0.335%* 0.080 0.0002
Tt7((A) 0.009*** 0.002 <.0001
A B
21 gsHoR@iely | -0.029** 0.013 0.0319
27 EXRHHEETER) 0.023 0.018 0.2197
EXNH
7| H= HIRAH| S (%) | -0.624*** 0.115 <.0001
SRHAE=O0[ YA E (%) -2.327 2.847 0.4204
HANBH B | 30X 3EZ2(%) | 106.581*** 4131 <.0001
o n¥zat Yes
Number of Obs 2,115
Number of Clusters 30
R-squared 0.9474

* P<0.1, ** P<0.05, *** P<0.01
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<E 26> A daFeol it AHESH(Z71)

Hye TR H~ 2| A+ HE=Xt P-value
SE HEX22(%) -0.226%** 0.035 <.0001
Tt7((A) 0.007**+ 0.001 <.0001
A H
21 ZEol(@y) -0.005 0.012 0.6526
20 BXAHEHOER) | 0.025%** 0.006 <.0001
SN H

7| EH SR RFAH] 2 (%) -0.161** 0.064 0.0126
SRHAE=0[ A E (%) -2.484 1.617 0.1248
HAEH B | 30X 3EHZ(%) | 101.593*** 2.039 <.0001

e n¥z Yes

Number of Obs 1,078

Adj R-squared 0.9394

* P<0.1, ** P<0.05, *** P<0.01
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{3 27> Clustered Standard Error& &3} 3 EX(Z7]Y)

B TR g 2| Al HELX P-value
SE HEX2E2(%) -0.226%** 0.061 0.0014
TE7| () 0.007*** 0.002 0.0001
K H
2 3ol (@y) -0.005 0.012 0.6721
27 EXHHEETER) 0.025* 0.014 0.0917
EHH
7| H= S RYRFAH| = (%) -0.161 0.112 0.1651
S XtHot=0] & (%) -2.484 3.051 04246
HAIGH Ha | 30X 3EF(%) | 101.593*** 8.061 <.0001
e n¥z I Yes
Number of Obs 1,078
Number of Clusters 21
R-squared 0.9400

* P<0.1, ** P<0.05, *** P<0.01
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X 3> 2daz 2y 3HEA A2 (3714)
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Abstract

A Study on the Impact of
Government Equity Stake on Public

Institution Bond Interest Rates

KIM SEUNG HYUN

Department of Public Enterprise Policy
The Graduate School of Public Administration

Seoul National University

At the end of 2021, the debt of public institutions in South Korea reached
583 trillion won, accounting for 28% of the country's GDP, which is
significantly higher compared to other OECD nations. IMF data from 2017
revealed that South Korea had the highest non—financial public enterprise
debt—to—GDP ratio among 33 OECD countries, standing at 23.5%.

Previous research on public institution debt has focused on causes such
as government policy projects, cost—regulation discrepancies, and
macroeconomic changes. However, this study takes a new approach,
examining the causes of public institution debt from a different perspective.
Scholars have highlighted the role of lower bond issuance interest rates for
public institutions compared to private enterprises as a contributing factor
to excessive debt.

This research aims to investigate whether the government's guarantee
effect on bond yields varies according to the level of government equity

ownership within public institutions. Additionally, it seeks to analyze the
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adjustment effect of economic conditions on the relationship between
government equity ownership and bond yields.

Based on data from April 2018 to September 2022, comprising 4 years
and 6 months, the study analyzed a typical sample of 2,115 bonds issued
by public institutions, including 1,078 bonds from government—owned
enterprises. Regression analysis was employed to examine the relationship
between government equity ownership and bond yields.

The results of the regression analysis indicate that higher government
equity ownership within public institutions leads to lower bond yields. For
public institutions overall, a 1% increase in government equity ownership
corresponds to a decrease in bond vyields of approximately 0.34 basis
points (bp). When considering government—owned enterprises alone, the
effect 1is slightly smaller, with a 1% increase in government equity
ownership resulting in a decrease of around 0.23 bp in bond yields. These
findings align with previous research, which reported that
government—owned enterprises issue bonds at rates approximately 21.3 bp
lower than private companies. Considering the average government equity
ownership of 78.8% for government—owned enterprises and 0% for private
companies, a 1% increase In government equity ownership leads to a
roughly 0.27 bp reduction in bond yields.

Furthermore, the study explores the moderating effect of economic
conditions on the relationship between government equity ownership and
bond yields. The results indicate that during periods of economic crisis, the
negative 1impact of government equity ownership on bond vyields is
intensified, signifying a stronger government guarantee effect.

The empirical findings of this research provide important insights. Public
institutions with the ability to issue bonds at lower interest rates tend to
accumulate debt beyond the required level. Moreover, this phenomenon is
more pronounced in public institutions with higher government equity
ownership. Policymakers should recognize the influence of government
equity ownership on the effectiveness of government guarantees and the
overall debt levels of public institutions. When determining guarantee fees
and other costs to reflect the bond yield discount for public enterprises,

using government equity ownership as a reference for setting the guarantee
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fee rate may also be considered.

Keywords: Public institutions, Debt, Bond yields, Government
equity ownership, Moral Hazard, CDS premium

Student ID: 2022-24068
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