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[E 12] NPL ¥R 2 7¥t ~2EHA HAE YHASF

W= FAAA XxFeat p—value EﬂiE% 2=
NPLt,l 0.862 0.014 2.035e—19 0.862
Expogure&”d —0.009 0.009 0.332 0.006
HPLevel 0.098 0.066 0.160 —-0.011
HPGrowth —-0.013 0.004 0.004 —-0.013

= FAAATE &3 g NPL WA A FAE glolr, 2EH L H2ELR AT
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] sk ¥S wkedsty] Yal 90% AF T s) =
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[ 12]% NPL ®WA2olA A&t edAgef 2Ex HAES B
AATE BHoEh NPLO Akt Al 0.862= vl il A4S
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The Impact of Demographic Change on
Financial Markets and Bank Soundness, and
Deposit Insurance System Reform Measures®

Hyun Hak Kim™

<Abstract>

This study examines how rapid population aging affects bank profitability
and soundness in Korea and discusses its implications for the deposit
insurance system. Using a panel dataset of Korean deposit—taking banks,
this study constructs bank—level aging exposure measures by combining
each bank’s regional business structure with province—level aging
indicators. It also incorporates adjusted operating weights based on regional
deposits per branch and bank—specific, regionally weighted house price
variables to capture the collateral—value channel. The empirical results
show that aging exposure is generally negatively associated with ROA and
ROE, and the growth—based aging exposure measure has a statistically
significant negative relationship with bank profitability. In contrast, there is
limited evidence that aging exposure directly increases NPLs or
consistently weakens Z—scores. The NPL and Z-—score results are
sensitive to variable definitions, sample periods, and alternative calculation
methods. House price growth is positively associated with bank profitability
and negatively associated with NPLs. These findings suggest that
population aging does not mechanically lead to an immediate deterioration
in bank asset quality. Rather, aging may create long—term vulnerabilities
through profitability pressures, changes in regional lending structures,
real—estate exposure, and potential house price adjustments. An
NPL—equation—based stress test further indicates that adverse scenarios
combining aging pressures and house price adjustments may increase the
potential burden on the deposit insurance fund. These results imply that
the deposit insurance system should strengthen forward—looking risk
monitoring that incorporates aging exposure, regional real—estate exposure,
NPL persistence, and house price shocks.

Keywords: Population aging, bank soundness, aging exposure, house prices,
non—performing loans, deposit insurance
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