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Ladies and gentlemen,
I am delighted to welcome you all to Seoul, for the Bank of Korea-IMF
Joint Conference. I wish to thank IMF Director Sharmini Coorey, the
conference co-organizer; Professor Michael Devereux, our keynote
speaker; and all moderators, speakers, and discussants.
Despite the active policy responses of major economies to the global
financial crisis, the global economic recovery is still not strong. During the
QE tapering process, differences in economic resilience among emergingmarket economies appeared. As the U.S. Federal Reserve is expected to
begin normalizing interest rates in the future, concerns about policy
uncertainty and financial fragility are rising again.
Against this backdrop, our discussions here on regional financial
integration to strengthen growth potentials and enhance economic
resilience will be both timely and meaningful.
The most important benefits expected from financial integration include
easier investment financing and risk sharing through the diversification of
investment opportunities. Regional financial integration can also foster
financial development by promoting competition. This will in turn enhance
households and investors’ access to financial services, and thus increase
domestic demand, to help reduce external imbalances in this region.
However, we also need to be sufficiently mindful of the potential risks.
Financial integration can entail considerable costs, in that the
strengthening of cross-border financial linkages can constrain monetary
policy effectiveness and intensify the contagion effect of negative shocks.
The Asian economy has emerged as a primary driver of global growth and
trade. The high degree of intra-regional trade integration has been a
significant factor behind this. However, Asia’s regional integration of
finance is well below that of trade: specifically, the share of intra-regional
bond investment is around a mere 13%, while that of trade reaches over
50%. Financial development has also lagged behind real-sector
development in Asia.
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Owing to the high dependence on inter-regional financial markets and
insufficient financial development, Asian financial and foreign-exchange
markets have often been destabilized by global shocks. To enhance
economic resilience against external shocks, Asian countries have worked
together in building regional financial safety nets—such as the Chiang Mai
Initiative, now extended as the CMIM. The Asian Bond Market Initiative
(ABMI) is another attempt to engineer regional bond market development.
These coordinated efforts have recently achieved both quantitative
expansions and qualitative improvements.
Nevertheless, we still have many remaining tasks for further financial
integration in Asia. First of all, it is crucial to prevent any propagation of
financial instability in individual countries into region-wide systemic risks.
To achieve this, countries need to prepare well-designed policy
frameworks including micro- and macro- prudential policies to enhance
their financial resilience. At the same time, greater efforts are required to
establish appropriate regulations to ensure financial stability in harmony
with global financial regulatory standards. We should strengthen bi-lateral
and multi-lateral regional financial safety nets as well. The local currency
swaps of Korea with other countries including China, Indonesia, and
Australia are a good example.
Ladies and gentlemen,
The global financial markets now entail considerable risks of heightened
financial volatility. I think that the current circumstances present Asian
emerging-market economies with great opportunities as well as challenges.
Each country should therefore make both individual and coordinated
efforts to develop regional financial integration one step further.
I believe that this conference will set a milestone on the long journey
toward Asian financial integration. I look forward to constructive and
insightful policy ideas, based on the great wisdom and experience of our
esteemed participants.
Thank you.
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