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(B4] 7| =3 3

[A&e] cusuMat
CUSUMSQ Hu}

Coefficients

Aln(0|218); -0.098 -0.48
AIN(O021E) 1 -0.479* =275
Aln(0|2H8) ¢4 -0.297 -1.71
Aln(2HE): -2.781* -2.04
Aln(EHE) 11 -3.463** -2.57
AlIn(EE) w2 -4.009*** -2.95
Esha] -21.187* -2.53
ECT ¢4 -1.034%* -5.76
R-squared 0.65
AdjR-squared 0.49

Feowme et 2120 19%, 5%, 10% 2ol4ES 2|0|E

O <H4>= ARDL 7| 2% Z1tQt Diagnostic test Z1tE HAISIAS
- ARDL 2&9| %X A|XHlag)= Akaike information criterion(AIC) 7|&=0f| 2|3k
(13322 MEE=QIS

- &7 |20 FEE OXtg2 2ELH9 0

- 47}X| diagnostic tests Zxf, Xt7
AT ZH7 Q= A2 1

Gle Ao= LIEID a2 547 | RUSS AtAP = A
|S

E2HL(n(FUE)) 42k
In(0|Xt8) \ 0.050 0.44
In(3t2) \ 3.027* 2.99

Diagnostic tests statistics

Test-statistics p-value
Serial correlation 0.09 0.77
Heteroskedasticity 29 0.41
Normality 1.07 0.58
Functional Form(Ramsey Reset Test) 0.98 0.43
o e 242E1%, 5%, 10% 9242 ol0jE

o[agele 2 e FE2Y A (Stability) AHEZ @Il
Cumulative Sum(CUSUM)2Z} Cumulative Squared Sum(CUSUMSQ)E
LIEFHSAS
- [32] 8]0l B = HIRE ZH0] CUSUMZ CUSUMSQ Z2E0IM 445t 5%2] limitS

HOIMX| &= A= LIES7| M20), 2 2ol g2 dHEIIS

cusum lower CUSUM squared lower_sq
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°
CUSUM squared
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Impact of Changes in Exchange Rate and Interest Rate
on Small and Medium Businesses in Jeollabuk-do and
Implications

Soo-Eun Kim, Research Fellow

O A rise in interest rate in Korea that is caused by the interest rate increase in U.S.
for controlling high inflation rate from the quantitative easing policy. In addition,
the growth rate of interest rate in U.S. is higher than in Korea, which affects on
a rise of exchange rate in Korea. Those changes in interest rate and exchange
rate in Korea are expected to have a significant effect on Small and Median
Enterprises(SMEs) in Jeollabuk-do.

O This report analyzes the impact of rise in interest rate and exchange rate on the
insolvency of SMEs in Jeollabuk-do after Covid-19 utilizing the autoregressive
distributed lag (ARDL) model and the data from the Bank of Korea(BOK) and
Korea Credit Guarantee Fund(KODIT).

O In summary, a rise of interest rate and exchange rate contributes to reduce the
insolvency of SMEs in a short-term. A rise in interest rate leads to shrink the
volume of short-term loans in SMEs. Additionally, an increase of exchange rate
might cause the expansion of exports in a short-term, which contributes to
secure liquidity.

O In contrast with short-term results, a rise of exchange rate has an expansion
effects on the insolvency of SMEs in a long-term. This result implies that an
increase costs of imported raw materials for production from a rise of exchange
rate leads to an increase of price for exporting products in a long-term. This
negative long-term effect is expected to be higher than a positive short-term
effect.

O Our results show that a rise of interest rate effect due to Covid-19 does not
have an impact on the insolvency of SMEs in a long-term. This result might be
originated from not enough data periods to analyze. The financial market change
has a impact on real economy with time lags. In turn, a rise of interest rate
normally expands the insolvency of SMEs due to an increase of interest burden.

O Therefore, Jeollabuk-do should examine the exchange rate volatility effect on
SMEs in this region and set up corresponding policies to minimize a possible
negative effects. Considering that a rise of exchange rate has a negative effect
on the conditions for importing raw materials, SMEs with high dependency
rate on imported raw materials should be monitored wells and Jeollabuk-do
should develop a specific corresponding policy. Moreover, Jeollabuk-do should
monitor well on the insolvency of SMEs. In summary, Jeollabuk-do must set up
corresponding policies according to the global economic issues and those effect
on SMEs in Jeollabuk-do as fast as possible to minimize the global shock.

Exchange rate, Interest Rate, Insolvency, Global shock

"
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