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RMSE: ol% g3t A4 gt Aole] @448 et B e gol FES A AL
AFS FomA 237k 27 He g5l e S Fi 5ol otk webd, 2 oAt
EA1% A5 RVSES 1 2 ghol vhesl Btk RMSES] 448 2 048 v 27 el

1o

w0l %3] outlien)oll WS Whg-aha, wale] Qb3S skl frgalth kA,
AFS ARBL QA ARES B2k AT G © AN W) 0} e Fpol
FyAoE s 24 + ek

4) dolEAl MR ¥3He WG] AFA7F A e AU Aol B4 BE JigllA Zolrh Eajgkt.
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B MARE e ghoh 0] gk Ajele] el Afgke] it e AR Aol

MAE?®] 4L o]/dxo] & ‘?J%L’SUH WHE-etal, oS AaE Rl gk AAl &
o 7HA B2 5 dvke dolth sHAIEE Aol §17] wiiEe] Sxprt A Aol =
iAo m gro] AolxA mEle] WIgtET) vrolz 4 Q)
RMSE$} MAE ¢]o] MAPE(Mean Absolute Percentage Erron) & o2 A3 X7 g&
AUTH MAPE= o5 gk} AA] gk 7he] o Mg 2pol& FAs= AR,
S s oldfet=dl A @A o= Aol o AAlgho] 0ol 7k Abe 4
[A1E @l i W7ket ”ﬂr ATl A oo ahe e ~xy
78509 77k Aol 09] ks 7HA= A% Wol MAPEE Al4bshel QlolA] o &
g 77} -3k (Infinity) = —7?;@ He A7 iidE = dvh webd 2 A9t RMSES
= T8 ®rh AxE &8stk g

AP BPFy o Sol= RMSES MAE 5 27 A% 5 of® AL AHEsls Ao
FIHAIA = A A wet bE 5 vk A R dSeAs oS A
B7F A AR o, diolee] 54, o] dx|e] EA) o dle] b W7t 55 alefste]

- e

A48 W7k AEE AEshs Aol TR ol walo] Mg oS ARES 3

2

A

d

£

o
lo Hoo AN et

m

A A vlo]EAl & S|AMAel dlFet= HlolHE WY O R FE3l] 6:2:29 H &R
8t d o] E](Training set), 75 9ol E](Validation set), ¥ 7}d] o] €] (Test set) & &3t}
SFdlolEw= R gFel AREE = HolH 2 REE FHolEE S HyEse WS
gFetal, oSS g gt EE 2A S AdEdlolH s R 1x4Q1 s W7t
AHEE = HlolE 2 Rde] Unks) 5HS rtsin, Rdlo] slo|H e HE 2 s A

=
wele) Yehg Agsherl BLEG WFUIEF AHgste] wlel o3 43kE S4shn

4749 YL AeF 5 gk BzEdelEE AFHoR Heg Rde) 45 Pk
913 dlo|E 2 o] 93] S5EA e A dolEE AHgStel o) o5 Y32
AEH 0w Bohg) BaEroE i Ay wale] Quks S8 A4 Agl A

Prhshedl AHgHT

St dlolHol RS 53 5, Shad RES A8l A dolH ] RdadE
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et o g mdox a3k setuEE 243t ShgdlolH oA
~fold Cross Validations #|-&ato] REle] setu Bl Al¢F4 4]
< AAske FemERl A& ZA gt K-fold Cross Validation->
a8 o R oS FA A
Hok HolHE ko] FREAFOE
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fold= ElolEE Esto] WAk S

Lm%

TollA= A7l
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o
ofX

dolEol i mue] deiE A4ahe o

t}. o= A3 HrF A E 2= RMSES MAE
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<E 2> =4 2i2|E Y MY
[e)

B AN 88wy AZgs 32 93 duFe hg gAY Aol
<A vy
@D 6924712] HolEE EA TR o =g gror T
1. "lolg v @ BAHEE 67975 XM AY FEA o= G227 L
(BtFHlolE 60%, AFdelH 60%, 7ol 20%)
@ shFdelEE 4719 fold= FE38te] 370 fold 2% By F(AF F74)
@ ym=A 17 folde] e 45
@ o= gl w =43 XF(RMSE, MAE) A4k
9 wa s @ <5 fold} cﬂz foldE B 7FH 1)~3) @A W53l Ha oS0 A%
—en 3l (wAH S
® =& JJrB‘rUlEi(A) 24 T AL A x el gls Wz O~@ HA
Ela=
® HE Ag 2 z&vevyg 4%
@ gFdolEelA Ad4E AFF4x 2@ 2&uerHE g3y e
of| =
3. 23 A @ o2 ox B 24 AFE A
@ Atst dFEH(e) 24 F 2-1)~3.-2) A §HE
@ A7t} JEE() E d5 AR st 34 A3} s E(a) 24
TR @ HA v w2 23 9 AFFAR &8ste] Fridely daad] oS
@ Cd&xA4Y Ax HF I
5 w9 o= @ HA dgetvge] i By 9 AFFHXNE 83519 o5& R E(ESG
= AW dPge oS 4 A} gl
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oLl

Aol meg3t spng7F AW, A7t o] H(test set) o] Wl wElE oSt HFH
o7 oF AE et o Q¥ HrlelE RMSESH MAEE Hlalste] Rd9] o %
e Brfg

vz o 2 FALA Hlo|HE 7o R g5 oF RS o8 9% 2 (out-of-sample
prediction data)¢l ESG A dlo]efol] A& i U3 Wyoz vt
7FseAE ERlgith o] & -l s Rdo] ESG AH wallwe] oSl A8 TFe A E

Aza.

<E 3> ATelA AR WS Aot d S Spread= SAA] HalE T
zrxy ez wegeldA 9 o] i FES A Aotk 1AL CreditS
AAATE B7HA & 1470 sH o' 729, A9l ew i A4E ol ZeotHAAAE
143, BE 173). AAESE Eobg AAIge] A 4= lo] 22 (log difference) s}
olg&shH, A H FAAG A MFE] WEE At Bk ARG Aol iAo g
7198 81el A ALkt AR E(LEV) 5o AFalEolv AE&S AAEs 7199 Ade

T 7 HpAd T

Spread SIAR W] =2 =(bp)
Credit 24531 ~14% scale)
Amount dha) ol (i vk9l)

AR Q9] Maturity gk nkr] (d)
Coupon EHF
Guarantee =A< 1, o™ 0
ESG ESGAAL 1, ofdd 0
CLI A7 A (A D jH])
CI A7) A (AL H])
INTSP et g2 (=109 -5 a21d)
IPI QAR (AR ZA, AL dn))

AA A GDP GDP(&+7])
CPI B2 =7 FA (A 2A, L))
PPI RBAAE A F (A, Adon)
UNE AQEAIER, L)

BaseRate 7l




A ES ol &3 A B Fe o5 227

T ey Ay

KTB1 S auAF2(1d, L)
KTB3 A 52 (3, L))
KTB5 T auAlF2 (59, L))
KTB10 A 5210, FLdiy])
Default 3|AbA ol SR =& (L)

AN AR 2 CreSpread Mgz = (524133 E- 3 AFIBBB-)
RfAmount QHA AT A+ F bR+ A WA kel g ol (o u])
BondTV AAAE A A= L dn)
RITV F-AAE A A& (L i)
Index1 KRXANAAF_AIZ7HE (A L ojd])
Index?2 KRXAAAF_FF (L))
KOSPI I A4 (H L))

FAA StockTV FAA A A (L)
VKOSPI W5 A (200395 E A, L)
Assets In(ZAHAH
LEV K2/ FAAE
ROA Fdele / FApAt

719 2.1 CFO AddwsE / FAA
OWN HAQFF 9 SFBAA A&
Listing e 1, vdE2 0
Market A7 el el &3hil, g 3P 0

<R A>T R AFOA ARES RS V)2 E A #elt) T il
Spread @] Bir-& 120.390p= YEIY Y w719 A the] 9F 12% =4 S8 E a1 Qo)
A Spread®] A 4260bpE B FuAET O] e =07 3AkAr}L dEE =
A9 DB FIATD) Oredit &) HtS 9002 AL Wiy o] AESFe HHoR
oF AR Ve ot o, ESGO Har 0.022 HA] 2] oF 2% A&7t ESG
Aol sigHrt.

fo
e
9
lo,
M
1%
i
B
il
4

<E 4> 7|=SAY
Bt ALg3 MR 2% Foln) A 293 BAHE MEE Spread ~ ESG ©1H, ANAAH 29
W se W4E CLI~ BaseRate ©|th ABA I AdE WEE KTB1 ~ Index20]3l, FAA | #et W
KOSPI~VKOSPI °1¥, 719 A3} #d9 WEE Assets ~ Market ©)Th

ol

rlr o

Variable Obs Mean Std. dev. Min Max
Spread 6,924 120.39 137.01 -452.60 814.40
Credit 6,924 9.80 2.56 1.00 14.00

5) F2d 38907 old BAY AR AeAEF AN FAFE) 5L Wl FuAne o W
e Abart 2
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<E 4> | ZSHZEHAZ)

Variable Obs Mean Std. dev. Min Max
Amount 6,924 88479.71 75169.23 4.00 912291.00
Maturity 6,924 3.62 2.15 0.25 30.00
Coupon 6,924 4.46 2.04 1.00 13.00
Guarantee 6,924 0.04 0.19 0.00 1.00
ESG 6,924 0.02 0.13 0.00 1.00
CLI 6,924 0.00 0.00 -0.01 0.02
CI 6,924 0.00 0.00 -0.01 0.01
INTSP 6,924 0.86 0.61 -0.16 2.88
IPI 6,924 0.00 0.01 -0.04 0.05
GDP 6,924 3.47 2.22 -2.50 8.20
CPI 6,924 0.00 0.00 -0.01 0.01
PPI 6,924 0.00 0.01 -0.02 0.02
UNE 6,924 -0.01 0.21 -0.80 1.10
BaseRate 6,924 2.58 1.28 0.50 5.25
KTB1 6,924 -0.02 0.19 -1.27 0.55
KTB3 6,924 -0.01 0.21 -1.00 0.75
KTB5 6,924 -0.01 0.22 -0.87 0.84
KTBI10 6,924 -0.01 0.21 -0.86 0.82
Default 6,924 0.00 0.07 -0.26 0.33
CreSpread 6,924 6.03 1.25 3.10 8.62
RfAmount 6,924 -0.07 0.87 -2.06 2.03
BondTV 6,924 0.00 0.12 -0.34 0.50
RfTV 6,924 0.00 0.14 -0.39 0.50
Index1 5,914 0.00 0.01 -0.02 0.03
Index?2 5,914 0.00 0.01 -0.02 0.04
KOSPI 6,924 0.01 0.06 -0.26 0.20
StockTV 6,924 0.01 0.17 -0.37 0.69
VKOSPI 6,250 0.00 0.18 -0.46 0.79
Assets 4,875 21.93 1.30 15.88 25.08
LEV 4,865 0.56 0.16 0.04 0.98
ROA 4,875 0.05 0.05 -0.29 0.41
CFO 4,875 0.06 0.07 -0.36 0.41
OWN 4,875 0.36 0.18 0.00 0.97
Listing 6,924 0.66 0.47 0.00 1.00
Market 4,875 0.96 0.18 0.00 1.00
L. 3ALA Eallae] o5 A

A A = A T oA5S fe 7AIE G 731}9} olF Fall &9 z'ﬂ

2go] o= AE AAstaAt ?&E} o
(D1~D5)ell sl wai e o= I3

S Y3 o
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Wi xela 2l OLS 28 (A=0)7 «=0.000~«=1.0007}4] & 1,0027] 28-S o]-&3}4]
FAstaL, o] & A5 dolg ol A&3te] oS s vl <3 5>+

e 2
RMSE 7|#0.% o% 478 vag Adol.

<E 5> 2¥ M8 Aot ¢ M 2YO| ofF MIHRMSE 7| &)

Best model:> 1,00174¢] WAileld 233} OLS 23] AFHolH o % 43t T /M 242 g 7 Z$-E dnd.

RMSE D1 D2 D3 D4 D5
OLS 121.46 92.14 87.12 89.55 83.01
Avg. of ML 121.47 91.96 87.02 89.62 82.73
Worst model a=0.001 a=0.001 a=0 a=0.806 a=0
Optimal A 6.27 722 7.25 1.58 7.67
Best Model a=1 «=0.997 a=0.975 «=0.002 a=0.878
Optimal A 157 0.58 0.89 3.72 0.50
Test Set
(Best Model) 112.91 97.21 86.27 82.53 87.41
Obs. of Training Set 4078 3472 3472 2397 2397
Obs. of Validation Set 1360 1158 1158 799 799
Obs. of Test set 1359 1157 1157 799 799

% 1,002709] & 2¥e] oF J2HRMSE)E vl il
() 2 HA =& sy g()F 7P =S d l—f‘ e Hol
& AE g)e =83 D19 49 #4 o] LASSO(e=D3] Aoz 2elH
1 9] "ol Aol A= LASSO% Ridge Regressiong % 43] A3l Elastic Net 5.3 o]
HA 2yl Ao SlHt) 7} volEAlel A o] HA By ol A5 tlolElY] oS

2 J sl
**ﬂ}%: Wae) WY, e HEOE RTSI 4 WRE FEF A9 ASHN} e

_0|L
,Ji
)
ol
»E
rlo
2
A\
oX
A=)
il
.
o,
Ir
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N
M A gL S AR 2 71elsk Beg Ak Y Aok wa

eo® <& 6>olAe <E 5> FUF BAS o5 49 AR
aHro] gk datoltt, g whot 7“31 MAE 7]#20 % o3 *éﬂr%; HlaskE -9
Qake] Aol wpet 7k AE FolskA] &7] Wil RMSEE 7]
gL 2 A gt ok dolatAl vEhe 3
<GE 6>¢] ¥AAIE BH, DIY-E D57kA] BE dlo|ElAlol A Hlastic Neto] 4] 2o
ek ol & W7k 7P A2 D1o] A% a=0906%1 ¥ o] 71 H A<l
Aow FAHIL, o= Atk Fert 5 5]H] Hrke LASSOdl 7Hiths AL <fv g
ot 28 st A7 A e A FAE 0] Wa AE Y)so] A AgetA =
otttk D29 44 a=00339 w7} 7HE H A Ao FelE =), o= LASSO Bt
TPt b Atk FEY W 7Y =E o5 AAE Helve 2S ondth
A3 Aarstste] Ry v W) SN MY =S+ AeS
AAbgret o, & shEbuEl A7E Ao o2 A FAHUTHE HelA] Al dig
AleFo] A LAsIS Ao ket D3¢k D4, D59] 44 a=0986, a=0933, a=0.8577}
Absl EA L Eo]b H3o]
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]
=

_4

diolg 3 o5 43t Axdz o5 LYo

bl

G e AntzE e

<E 6> ¥ ME A 2 X ¥l ofF Mut (MAE 7IF)

Best model& 1,001719] #4leid 237} OLS 239 AZFdely o3 47 7 /M 22 & 7= 455 ondte)
MAE D1 D2 D3 D4 D5
OLS 82.88 65.57 59.34 61.51 58.03
Avg. of ML 82.91 65.25 58.61 60.21 58.09
Worst model a= ols ols ols a=0.004
Optimal X 6.82 0.00 0.00 0.00 1.94
Best Model a=0.906 a=0.083 a=0.986 a=0.938 a=0.857
Optimal A 2.17 6.37 2.80 0.29 3.47
Test Set
(Best Model) 80.61 69.13 58.91 55.37 56.07
Obs. of Training Set 4078 3472 3472 2397 2397
Obs. of Validation Set 1360 1158 1158 799 799
Obs. of Test set 1359 1157 1157 799 799
<E T2 74zbe] By ol AElER] gk wiarel] tigk Aot Dlol A= dHS Al
# 01 908 B2, IANE 19 DO 20, DHINE 300 8 o

D1 None
D2 KTB5, Rf Amount, BondTV, StockTV
RMSE D3 KTB3, KTB5, KTB10, Rf Amount, RfTV, KOSPI

D4 None
D5  CPIL UNE, KTB5, KTB10, RfAmount, RfTV, (BaseRate X Asset)
D1 None

D2 KTB3, BondTV, StockTV
CI, IPI, CPI, PPI, UNE, KTB3, KTB5, KTB10, Default, RfAmount, BondTV,

MAE b3 RfTV, Indexl, KOSPI, VKOSPI
D4 CLI, IPI, CPIL, PPI, UNE, KTB3, KTB5, KTB10, Default, RfAmount, BondTV,
RfTV, Indexl, Index2, KOSPI, StockTV, VKOSPIL, CFO, OWN, Market, Listing
D5 IPI, CPIL, PPI, UNE, KTB5, KTBI10, Default, REAmount, BondTV, RfTV, Index],

KOSPI, StockTV, Asset, LEV, CFO, Market, Listing, (BaseRate X LEV)
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RMSEE 7|Fo2 4% A3} 71 w2 oS AJ3E B39 DI 7Hd &2 o5
AHE HAd D4 dolEAlS o] &ste] ofF RES A Fg g E WME §lo]
BE WL Byl 2k 015 T3l oS wge Alo] ofg A A E kel ulhEt
dF 71Tt 22 W 24 AE  dS5S SAE S itk DoellA] D4 v
A7) W7 o FrEE s, ol g Mt dlolEAllel] kg 0% QIsjA the MFETHA
BEo A AeER] oA HAT ol dEFWS 1 ARAAE sty WaE Agshs
23 7|dke] Elastic Net 289 54 7] Aoz A vid, MAE 7T o2
o A Hr7ke 499l RMSE 715 B O B2 §5E g7 o lhrct
D2ol|A] 370, D3el Al & 1571 W4, Dol A] 2171 W5, DBl A 19715 B8 ellA] Al ] AI A th=
HolA RMSE 7|55t 84 AL o W4E 28395 4 F it

& oAz oS RYPER oS WgTE s BT oS o= AR V]oE WA=AE
A oS W] FoEE 3 A Augs S8l Ak

4, <3 8>2 RMSE 722 e 2H2to] HolEAld 4 o5 ByoA 9] o=
Wt ToEE T8E cor AEY Aot 25709 #e 2te dve e
2ol A 2 Mg AEEA] EgES gt 5, wlay dSe] oW v)oe
Ea omgh

<GE 8>ollA FR1H = nhel o] DI DAE Allstals e EgolA i HEE
oS Ryl EgtehA skth 4 AaE B, AR 29l FellAE BE BN
2855 (Credit)o] 7H T3 o5 Wl Ao ajldn. oz Ad 2 F4A1%

229l W T A= 41§22 =(CreSpread), KRX xﬂﬂxl*(iﬁ\—‘l‘.)(lndexm E

1dE S2(KTB1), KRX AAAF(A47H)(Index]) 59 857} =4 Uepdth
a8 3 AANHGETE FEE AR Al ~Z Y =(CreSpread)+= 9SS $_E7 52
Az godnt ggoz Ay FEA(INTSP), 71558 (BaseRate) 2 #7149

-
GDP(GDP)9} 22 AAlQ8l W49 oF 7oy =2 AR Yepdth
D4ell A S|ARA 7)) A4 547 e 71Y980E FrketeE Aol E T8
¢ MEE 21853 (Credit), X828 =(CreSpread), F7| 528 XHINTSP), 7|52
(BaseRate), 71" GDP(GDP), =+ 24 1\d& #2](KTB1) o2 yepdrh weba D3
2Yu fAbe A9E BAa, 7IAEA 890e duiHew v FarE Btk 719

_‘|
o
Q9 FoME FAAHAssets)] FaE7F P Eow trgow RajH|&(LEV),

4
!
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FLEE EFS AT AU ol&ate] FAUTE BFA dSo] FasA G AoR Ao FAEI0

52 00 AR o ® A W] AS SPuIIEE AN BFS AFE 10]BR, F8 E TS 00 e
Ad oo AT WFEL T HEF A ¢k AL o)

D1 D2 D3 D4 D5

HeE T8RO ®HS T8RO HE F8E ¥y FAE i FT8E

Credit 0.439 Credit 0.604 Credit 0.578 Credit 0.570 Credit 0.597

Guarantee 0.131 CreSpread 0.359 CreSpread 0.344 CreSpread 0.306 CreSpread X LEV 0.430

Maturity  0.112 Index2 0.199 INTSP 0.260 INTSP 0.289 LEV 0.360

Amount  0.008 KTB1 0.168 BaseRate  0.260 BaseRate  0.225 INTSP 0.287

Epil 0 Guarantee 0.158 GDP 0.119 GDP 0.168 GDP 0.181

Index1 0.151 KTB1 0.118 KTB1 0.129 BaseRate X LEV 0.179

KTBI10 0.136 Guarantee 0.107 Assets 0.118 Assets 0.121

Maturity 0.074 Amount 0.038 Guarantee 0.117 KTB1 0.110

KOSPI 0.049 Index1 0.037 Amount 0.074 Guarantee  0.109

Amount 0.033 CI 0.033 LEV 0.073 BaseRate 0.094

RITV 0.022 Index2 0.032 ROA 0.049 Amount 0.084

Default 0.018 StockTV  0.020 CLI 0.045 CreSpread  0.052

KTB3 0.011 BondTV 0.019 Index2 0.040 ROA 0.050

VKOSPI  0.010 Default 0.011 Index1 0.040 Maturity 0.038

A4 0 Maturity ~ 0.009 Maturity ~ 0.039 CLI 0.036

KTB5 0 CLI 0.005 BondTV 0.033 Index2 0.033

RfAmount 0 CPI 0.005 RfTV 0.032 VKOSPI 0.019

BondTV 0 PPI 0.005 OWN 0.024 Listing 0.017

StockTV 0 IPI 0.003 CI 0.022 Index1 0.011

UNE 0.003 IPI 0.021 KTB3 0.009

VKOSPI  0.001 CPI 0.016 IPI 0.008

A 0 Default 0.013 PPI 0.007

KTB3 0 KTB10 0.012 CredSpread X Asset 0.005

KTB5 0 KTB5 0.012 BondTV 0.004

KTBI10 0 VKOSPI  0.011 Market 0.004

RfAmount 0 PPI 0.009 OWN 0.003

RITV 0 Market 0.009 KOSPI 0.003

KOSPI 0 KTB3 0.007 CI 0.002

KOSPI 0.006 StockTV 0.002

RfAmount 0.006 Default 0.001

StockTV ~ 0.003 CFO 0.000

Listing 0.003 244 0

UNE 0.002 CPI 0

CFO 0.000 UNE 0

A 0 KTB5 0

KTBI10 0

RfAmount 0

RITV 0

BaseRate X Asset 0
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Ao 2 OA A8 7)Y E4e 48] weds e Dool A9 71ES]
A&z =(CreSpread) ¢} 7|5 2l (BaseRate) o] &85+ =

2xy=e} 7))o FA&2] W% CreSpread X LEV)¥} 715529} 7119 TZHHlEA
53K (CreSpread X LEV)9] T %=7F A vepdt) 3 7199 T &(LEV) % th&

GolE S BARE dol Ha o olF /o EE nelFt o8 Fal A W
Zo] NgrTATst |FTS 2L AF 3T T ANGAL JIo] FaF 4BS
AR ol Sl wa Alsle FANI &R LR DA A% ARk

<EO>EMAB /IO HAT R4 AF RPN 4 05 FARS nelE
":6:_

3 7 =(CreSpread),
=34 1% 8 (KTBD), KRX AAAF59, A1%7H)(Index?, Index1) 59 T8 %E7}

AAAFT} e = A AL AT =(CreSpread) TS0 2 A7 F2 XHINTSP) 7
bt} w3 H;‘J o FAAH Qold ‘?;“1 7122 (BaseRate)

7% BAT %%16}74] Al Z:EE}]E(CreSpread)Q} 7|55+ ¢ (BaseRate) ©]
o Yol sEgo] 6% 7lewrt 58 o2 Uehdtk 58 MAE 717614 719)
Z A H Asset) 7 4l-&- 22 = (CreSpread) 2 7] 2l (BaseRate) 7He] w& g 183l
7149 A8 E(LEV)S A4 3 8 = (CreSpread) Z_}Bl Wz o] oS AHE EFole
b 2o 7]9E st e Aow el

obx AWk nle} 7o), MAE 7]% &9 2% D3, D4, D50ﬂ*1 )?:]' 3 B Wes

W dSel T2 ¥

01N
r1r
>
=
2
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ol A3 WMEEL nF A AelE]x] gttt

D1 D2 D3 D4 D5
WMy Fa% Wy FaE Wy Faw Wy zaw Wy Zaw
Credit 0.465 Credit 0.555 Credit 0.571 Credit 0.528 Credit 0.560
Maturity 0.106 CreSpread 0.332 CreSpread 0.279 CreSpread 0.307 INTSP 0.243
Guarantee 0.096 KTBI1 0.208 INTSP 0.255 INTSP 0.257 CredSpread X Asset 0.190
Amount 0.022 Guarantee 0.152 BaseRate  0.203 BaseRate  0.220 BaseRate X Asset 0.139
A7 0 Index2 0.141 GDP 0.139 KTB1 0.136 GDP 0.128
Index1 0.119 Guarantee 0.106 GDP 0.132 CreSpread X LEV  0.102
Maturity 0.085 KTB1 0.095 Guarantee 0.069 KTB1 0.093
KTBI10 0.081 Amount 0.022 LEV 0.058 Guarantee 0.082
Amount 0.067 Maturity 0.018 ROA 0.057 CreSpread 0.080
KOSPI 0.049 CLI 0.004 Maturity ~ 0.046 BaseRate  0.063
KTB5 0.023 Index?2 0.000 Amount 0.042 ROA 0.049
RfTV 0.023 StockTV ~ 0.000 Asset 0.027 Amount 0.045
Default 0.021 24 0CI 0.015 Maturity 0.029
RfAmount 0.008 CI 04d# 0 VKOSPI 0.018
VKOSPI 0.004 IPI 0 CLI 0 Index?2 0.015
A 0 CPI 0 IPI 0 KTB3 0.009
KTB3 0 PPI 0 CPI 0CI 0.004
BondTV 0 UNE 0 PPI 0 OWN 0.004
StockTV 0 KTB3 0 UNE 0 CLI 0.000
KTB5 0 KTB3 04+ 0
KTB10 0 KTB5 0 IPI 0
Default 0 KTB10 0 CPI 0
RfAmount 0 Default 0 PPI 0
BondTV 0 RfAmount 0 UNE 0
RITV 0 BondTV 0 KTB5 0
Index1 0 RfTV 0 KTB10 0
KOSPI 0 Index1 0 Default 0
VKOSPI 0 Index2 0 RfAmount 0
KOSPI 0 BondTV 0
StockTV 0 RfTV 0
VKOSPI 0 Index1 0
CFO 0 KOSPI 0
OWN 0 StockTV 0
Market 0 Asset 0
Listing 0LEV 0
CFO 0
Market 0
Listing 0
BaseRate X LEV 0
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2019 9¢ o] % el 12779 ESG A dlolElol Agato] B3t} F B doM =
AWFA Rl AL W T HolHE EE ol o RS nlg o= ESG A9
) E oS A9, dEd e840 EAE = Aol diE)] FrhHos EA%

ol& 9l Aol &g 5719 vlolE Al 2719 oS A&l diE] F 107] 2
12770 ESG A4 gl gk oS AnE vageh vhuk D49} D59 4§ 4547
JE W47 EAg wel F 8479 ESG A diolE o] it dExuks A4S
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o

A 4 2 (Best Mode) ¥ 2& SRPHOE S8l oS ek 11 AlsE F438ta,
°]& T3l ESG AMAe] 2T E <lZakrt
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OOP Test Set- out-of-sample prediction test set& ¢]w] gt}

DI D2 D3 D4 D5
Best Model a=1 a=0.997 a=0.975 a=0.002 a=0.878
Optimal A 157 0.58 0.89 3.72 050
RMSE OO Test Set 36.89 59.43 42.78 46.92 47.00
Performance
Obs. of OOP Test Set 127 127 127 84 34
Best Model a=0906  a=0.083  a=0986  a-0938  a-0.857
Optimal A 217 6.37 2.80 0.29 3.47
MAE — OOP Test Set 28.37 4332 34.49 35.88 33,68
Performance
Obs. of OOP Test Set 127 127 127 84 4
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Forecasting Corporate Bond
Yields with Machine Learning

Jiyoung An** - Byungkwon Lim™*

Abstract

This study analyzes the corporate bond yield spread predictability with machine learning methods

(LASSO, Ridge, Elastic net). We consider comprehensive input variables such as bond characteristics,
macroeconomic factors, bond and stock market, and financial factors of issuers. The major empirical
findings are as follows. First, we find that credit ratings, credit spreads, interest rate spread, base
rate, and GDP are critical factors in corporate bond yield spreads. In addition, the optimal prediction
method varies depending on the model type, the number of variables, and the sample size. Second,
we find that the predictive model with the general corporate bond yield spreads could be helpful
in predicting ESG bond initial yield rates.

Overall, our findings show that machine learning for predicting corporate bond yield spread is
more valuable than the traditional OLS method. Our evidence provides a new perspective in determining
corporate bond rates and practical implications for improving useful information to the bond issuer

or investors.
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