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A Study on the Determining Factors for the Terms and Conditions of
Real Estate Project Finance Loans

oN

 (Kim, Jin)*

&l (Suh, Chungwon)*

Rl
Off

< Abstract >

The purpose of this study is to examine 241 outstanding real estate project finance
loans(REPFLs) booked in 4 Korean commercial banks and identify the market andfor
project-specific risk factors to influence the terms and conditions of REPFLs. Dependants include
the main loan terms, i.e. loan amount and maturity, as well as the borrowing costs, i.e. credit
spread over CD(Certificate of Deposit), upfront loan fee and effective borrowing cost(so-called all-in
cost). Among the market factors, we find that the fixed interest rate and the CPI(Consumer Price
Index) change rate(year-on-year) are significant to impact on the shorter maturity, smaller loan
amount and more expensive borrowing costs. Also, we have the evidence that the project-specific
risk factors are more influential to the costs than to the terms. Though, the importance of credit
ratings of construction companies to guarantee the borrowers’ loan repayment cannot be
overestimated even in the maturity and loan amount: since they are the most significant and
dominant credit risk factors in the domestic real estate development financing system, according
to the findings by earlier studies.

T H of : ZRHMEMO|HA, B, ARUHIE, tiEa2], ASAH M8 &
Keywords : Project Finance, Loan Terms, Borrowing Cost, Interest Rate, Credit Quality of
Construction Firm
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HEdh frolsE suold BRG] freld FARMIE o) Bk felge B 5
I MAE EHETES A8z Ee] 7 Atk Algaz o] gk JERe T3 2
o} e, Fpon BMkEEel ol AATES Avlel REae dAe v
of R} 10% FoEINE FEUIRel AT fleAe etk 143 gEe A8
To FoE We "ok FE5HT TR Y EE FolA Hal AR ow FARHE
e 27HISE, MEELE, AlEAR] A8AHT = S/P71AL Jlvk 5o 14 i R
A AR Fol BHPAFE] 5% S AN Eole Aow HolXR BAH feolde
N BAACR frelsith SRl QAe felg waaly] oy
F10%014 o] tEhked), Agamds sl uEA Ag Ae B
o BAYuIEE Felsl F GFL FAE B TS50 Yo foB AFUE ek
2L Stk t S, HFA PR giFEe] B 3tk
SPAFAR AQUE B A5 v QIASRE Ao, olF et 4w v w
At 9 AvEm, gREe WMse 4 Jebl Hla Aabow FAduige] deshs
e TE FrEE sl glon, Algas Ao olsfdrt. R, ARIRA7L e ¢
(F 4 2447 AQHE # FE5UTE ek ST 9%
&S ALz = FA4vE TrE
F— Value = 12.88 F— Value = 14.09 F— Value = 5.49
s A 2 2 2
R* = 0.38 R* = 0.39 R* =021
= B |[Sd B| t Y B |Sd. B| t Y B |sd B| t Y
& & | 376,99 8.13 ™ | 446.49 9.20 == | 172.87 6.31
=7Hd 7.53 0.06 | 1.10 19.00 | 0.15 | 253 * 9.50 0.16 | 2.35 *
AT 24834 | 0.57 |10.01 == | 292.00 | 0.53 | 9.69 *=* | 428 0.02 | 0.26
|BLE@EFEA=D | 3435 | 0.12 | 208 ™ | 5473 | 0.17 | 297 ** | 4732 | 0.31 | 4.87 **
UAFEDB=1) | - 43.22 | - 0.17 |- 3.15 ** | - 46,03 |- 0.16 |- 2,99 ** | - 13,76 |- 0.10 |- 1.69 *
LTCH|& 0.23 0.09 | 1.70 * 0.19 0.07 | 1.27 - 0.03 |-0.03|- 041
A8H-E |- 1130 |- 0.24 |- 402 ** | - 1710 | - 0.32 |- 5.57 ** | - 7.47 |- 0.30 |- 4,46 **=
AFEZ |- 272 ]-001-0.19 5.13 0.02 | 0.33 2.13 0.02 | 0.26
AP 27.07 | 0.10 | 1.67 * 2519 | 0.08 | 1.37 2465 | 017 | 254 =
&7 |- 016 |- 0.02 |- 0.31 - - - - |- 014|-003]|-047
ojxXF | - 3538 | - 0.06 |- 1.05 - 3582 |- 0.05 |- 0.96 9.60 | 0.03 | 0.49
247 456 0.09 | 1.60 5.22 0.10 | 1.69 * 2.18 0.09 | 1.30
D = 10% FFolA, =2 5% FEdA, =2 1% FFolA 474 FAHSE o,
2) FEHUF RS WE2ZHE + FER/UESTIR ARESY] iz, WEVIE T wge FAH A
A3HA o5
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