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== Distributed Value-Added

Note: Distributed value-added shown in the above figure means real distributed value-added,
which is calculated by dividing nominal distributed value-added by the “2010 GDP
deflator of the financial and insurance sectors.”
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(Figure 3) GDP Share of Banking Sector Distributed Value—Added
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Notes: The proportion of distributed value-added within the GDP shown in the above figure is
calculated by dividing real distributed value-added by real GDP. The real distributed
value-added is calculated by dividing the calculated nominal distributed value-added by
the “2010 GDP deflator of the financial and insurance sectors”.
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Note: Distributed value-added and real value-added derived from the traditional approach in
this figure are expressed in real terms, while they are deflated by the “2010 GDP
deflator of the financial and insurance sectors.”
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{Figure 5) KH Banking Sector Productivity Index
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(Figure 6) KH Banking Sector Productivity Index: with Korean Labor
Income Share vs, with U.S, Labor Income Share
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(Figure 7) Conventional Banking Sector Productivity Index
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Note: Comparison of KH Banking Sector Productivity Index with the Banking Sector
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(Figure 8) Decomposition of Yearly Changes of Distributed Value—added
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(Figure 9) Major Components of Distributed Value—added
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(Figure 10) Components of Distributed Value—added of the Banking
Sector
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(Figure 11) Time—Series of Average DEA Efficiency Index
(with Distributed Value—Added)
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{Figure 12) Time Series of Banking Sector ROE and ROA
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Notes: The banking sector ROE and ROA are calculated by dividing the baking sector
aggregate profit by aggregate capital and aggregate assets, respectively. To compare
the two indicators that have different scales, the above graphs of the “Banking Sector
ROE” and “Banking Sector ROA” are standardized with values in 2005.
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(Figure 14) Aggregate Assets and Aggregate Profits of the Banking

Sector
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Note: This figure illustrates times series of aggregate assets and aggregate profits of the
Banking Sector. To compare the two series that have different scales, the above graphs
of the “Aggregate Assets” and “Aggregate Profits” are standardized with values in
2005.
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Notes: “Reserve for Loan Losses” in the above figure is calculated by adding the two
accounts of [Other Debts>Provisions], which had been used until 1998, and
[Assets>loan>Loan loss Provisioning(contra account)], which has been used since
1999. Meanwhile, the values of each item in the above figure are calculated in real
terms by using the “2010 GDP deflator of the financial and insurance sectors.”
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The Value—Added and the Productivity

of Korean Banking Industry

Se-Jik Kim', Seungki Hong

This paper aims to evaluate the core ability of Korean banks to distinguish
more productive firms from less productive ones and provide loans selectively to
the former. To this end, we calculate the value-added of Korean banks from the
distribution side, and then assess total factor productivity (TFP) of the banks
using the financial statement data for the period 1991-2013.

We find that the productivity of the Korean baking sector has not far grown
from the level of the early 1990s. The banking sector productivity, which
plummeted during the 1997 Korean financial crisis, rebounded in the mid-2000s
but retreated again to its level of 1991 in recent years. We also discover that
major declines in the Korean banking sector productivity can be largely
attributed to tremendous losses from huge bad loans. These findings suggest that
Korean banks may not have fully developed their capacity to select

high-productivity firms and reduce bad loans for the last two decades.
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