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As Korea's central bank, the Bank of Korea strives constantly to maintain monetary stability and support sound
development of the national economy.
Despite such unfavorable conditions as a sharp run-up in
oil prices and international financial market unrest, the
Korean economy achieved robust growth last year and consumer prices maintained stable trend.
This year, the Korean economy is facing a situation where
there are concerns over higher inflation amid rising uncertainty, including worsening conditions both at home and
abroad. The Bank of Korea will do its utmost to help the
Korean economy keep on course throughout these difficulties and achieve stable growth in the future.
To this end, it will improve the effectiveness of monetary
policy and enhance its predictability by strengthening its research activities concerned with the
domestic and global economies as a whole and by ensuring efficient communication with the
markets. It will also strengthen efforts for financial stability by dealing promptly with factors
causing instability in the financial and foreign exchange markets. In particular, the Bank of Korea
plans to implement monetary policy in a flexible manner by focusing on price stability while at
the same time supporting economic growth. Along with this, the Bank of Korea will undertake
meticulous preparations for the issuance of large denomination banknotes and strive unceasingly
for managerial reform that will lead to its emergence as a most reliable central bank with high
credibility.
Each year the Bank of Korea publishes an Annual Report, detailing the previous year's management performance, analyzing economic conditions, and explaining its implementation of policy. In accordance with the provisions of Article 102 of the Bank of Korea Act, and with the
approval of the Monetary Policy Committee, we publish this Annual Report for 2007. We hope
this report will help toward a wider and deeper understanding of the Korean economy and monetary policy.
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Functions of the Bank of Korea
Formulating and Implementing Monetary and Credit Policy
As Korea’s central bank, the Bank of Korea formulates and implements monetary and credit
policy to contribute to the sound development of the national economy by the pursuit of
price stability.
Issuing Banknotes and Coins
The Bank issues Korean banknotes and coins in such manner as may be determined by the
Monetary Policy Committee, subject to the approval of the government.
Loans and Deposits of Banking Institutions
The Bank may hold deposits on behalf of banking institutions and supply funds by means of
loans to banks facing temporary shortages of liquidity.
Operating and Managing the Payment System
The Bank promotes the efficiency and safety of the payment and settlement system as a
whole and work to improve it.
Serving as the Treasury Bank
The Bank, as the Treasury bank, handles the receipt and distribution of funds, the provision
of credit to the government and the issue and redemption of Treasury securities.
Managing Foreign Exchange
The Bank holds and manages Korea’s official foreign exchange reserves and conducts foreign exchange business. Also the Bank represents the government in all financial transactions with international financial institutions of which the Republic of Korea is a member.
Compiling Statistics and Conducting Economic Research
The Bank conducts economic research and compiles statistics essential to the establishment
of monetary and credit policies including money and banking statistics, national income statistics, the producer price index, the balance of payments, and other economic statistical
series.
Joint Examination and Business Analysis of Financial Institutions
To ensure the soundness of financial institutions, the Bank conducts joint examinations of
them with the Financial Supervisory Service and analyzes their management status.
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I
General Economic Trends

Summary

goods account.
Monetary policy during the year was

The Korean economy showed a relatively

implemented to firm up the basis for price

favorable performance in 2007. The current

stability in keeping with the improvement

account continued in surplus and prices

of the real economy. The domestic econo-

remained stable while gross domestic prod-

my grew by only 1.0 percent in the first

uct(GDP) grew at a robust pace.

quarter over the previous quarter so that the

The growth rate of GDP stood at 5.0 per-

upward trend did not emerge clearly in the

cent, similar to the level of the previous

early part of the year. Prices remained sta-

year, as exports kept up their brisk perfor-

ble during this period owing to the decline

mance and domestic demand exhibited a

in international oil prices and prices for the

steadily recovering trend. Consumer prices

products of livestock. Taking this real eco-

increased by 2.5 percent on average, but the

nomic situation into account, the Bank of

upward trend accelerated from October,

Korea kept the call rate target during the

affected by a surge in international oil

first half of the year at the 4.5 percent level

prices. The core inflation rate rose at an

to which it had been increased in the

average annual rate of 2.4 percent. The cur-

August of the previous year.

rent account registered a surplus of 6 billion
dollars owing to a widened surplus on the
1

Major Economic Indicators
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In the latter half-year, however, it was
forecast that upward pressures on inflation

2

ties mounted over economic conditions at
home and abroad.

would strengthen as the recovering pace of

Meanwhile, the government helped

the real economy was expected to acceler-

underpin the economic recovery through

ate and market liquidity maintained its

the front-loading of budget spending in the

rapid expansion. Accordingly, the Mon-

first half-year, but the fiscal balance still

etary Policy Committee raised the call rate

registered a surplus owing to a steep rise in

target by 25 basis points each time at its

tax revenues.

July and August policy-setting meetings.

During 2008, the Korean economy is

Subsequently, along with a renewed run-up

expected to maintain a growth rate around

in international oil prices, a big increase

its potential level but there is still a high

took place in the volatility of price vari-

degree of uncertainty concerning the

ables, such as interest rates and stock

international financial market unrest, the

prices, in response to the international

rise in oil prices and the slowing pace of the

financial market turmoil following the U.S.

global economy. The upward trend of

subprime mortgage meltdown. Accord-

prices is expected to accelerate further as

ingly, the call rate target was held at 5.0

accumulated demand pressures materialize

percent until the end of 2007 as uncertain-

along with the presence of cost-push pres-
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During 2007, the world economy showed

account is likely to post a deficit owing to

a high growth rate of around 5 percent,

the narrowing of the surplus on the goods

influenced by the rapid growth of newly

account and worsening of the service

emerging countries such as China and

account position. In this environmen char-

India, which helped offset both the finan-

acterized by a high degree of risk in relation

cial market turmoil in the wake of the U.S.

to the flow of business activity and price

subprime mortgage meltdown and the

movements, Korea needs to resolve the

run-up in international oil prices.

structural problems of the national econo-

In the fourth quarter, though, the pace of

my, such as the reduction in its growth

growth slowed, led downward by the

potential and its capacity to generate new

advanced countries while stock prices fell

employment.

in major countries, the U.S in particular,

In such an environment, economic policy

and the credit crunch deepened owing to

needs to focus on maintaining the upward

the announcement of large-scale losses by

trend of economic growth on the basis of

major financial institutions.

price stability and on expanding growth

The U.S. economy saw its annual growth

potential over the medium and long-term

rate drop to 2.2 percent owing to the deep-

through the well coordinated utilization of

ening recession in housing market activity,

available policy instruments. To this end,

which acted to offset the robust growth of

the Bank of Korea plans to conduct mone-

exports and private consumption.

tary policy flexibly during 2008 in such a

The annual growth of the euro-area econ-

way as to maintain price stability, while

omy maintained a steady pace at close to

paying close attention to economic growth

the 2.5 percent level, driven by buoyant

and financial stability.

domestic demand and brisk exports.
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sures such as high oil prices. The current

The Japanese economy grew by around 2
Economic Trends

percent affected by the strong growth of
exports, which counteracted the sluggish-

Rapid Growth of the World Economy
Continues, International Oil Prices
Rise Sharply

ness of housing investment.
The Chinese economy saw its growth rate
close to 12 percent, affected by the faster
3

growth of consumption and the continua-

growth trends overall, influenced by brisk

tion of the high rate of increase in fixed

private consumption and exports of raw

asset investment. The economies of

materials.

Southeast Asian and Central and South

Moving into the latter half of the year,

American countries exhibited favorable

international financial markets presented a

International Economic Indicators

< Table Ⅰ - 1 >

Unit : %

2003

2004

2005

2006

2007

3.6

4.9

4.4

5.0

4.9

1.9

3.2

2.6

3.0

2.7

United States

2.5

3.6

3.1

2.9

2.2

Japan

1.4

2.7

1.9

2.4

2.1

Eurozone

0.8

2.1

1.6

2.8

2.6

Developing1)

Economic Growth
World1)
1)

Advanced

6.2

7.5

7.1

7.8

7.9

1),2)

8.1

8.6

9.0

9.6

9.7

(China)

10.0

10.1

10.4

11.6

11.9

2.1

6.2

4.6

5.5

5.6

12.4

25.2

47.8

24.5

11.0

(26.7)

(33.5)

(49.4)

(61.5)

(68.3)

5.8

15.2

6.1

23.2

14.1

(United States)

4.25

4.22

4.39

4.70

4.02

(Japan)

1.37

1.44

1.48

1.69

1.51

0.92

2.21

4.07

5.01

3.24

0.001

0.001

0.003

0.45

0.56

1.15

2.56

4.54

5.36

4.70

JPY per USD

107.0

103.8

117.5

118.8

113.0

USD per EUR8)

1.259

1.356

1.184

1.320

1.459

Asia

Central and South America1)
3)

Crude Oil

($/barrel)
4)

Other raw materials

Long-term Interest Rates5)

Short-term Interest Rates
(United States)6)
6)

(Japan)

7)

(LIBOR USD 3-Month)
8)

Notes : 1) Based on figures published by IMF
2) Excludes Middle East
3) Dubai spot price, annual average
4) Non-fuel primary commodities index (IMF), annual average
5) Yield on 10-year Treasury notes, at the end of year
6) Yield on 3-month Treasury bills, at the end of year
7) 3-month maturity dollar LIBOR, at the end of year
8) Based on the end of year
Source : IMF, Bloomberg
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January as supply conditions worsened

subprime mortgage meltdown worsened

owing to OPEC's policy of keeping oil

and the volatility of stock prices and

prices high in dollar terms and persistent

exchange rates increased. Interest rates in

geopolitical risks against the background of

major countries had risen during the first

a steady rise in demand for crude oil by

half of the year, influenced by optimistic

newly emerging countries. In particular,

expectations for the U.S. economy and pol-

international oil prices fluctuated widely

icy rate increases by the European Central

around high levels in excess of 85 dollars

Bank (ECB) and the Bank of Japan, but

per barrel (Dubai, spot basis) from

they fell during the remainder of the year

November. The prices of other commodi-

owing to an increasing preference for safe-

ties marked a steep upward trend for the

haven assets and the Federal Reserve's

year as a whole, centering on grains.

I
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profoundly disturbed picture as the U.S.

reduction in its policy rate.
Share prices enjoyed a bullish trend until
the end of the first half, influenced by buoy-

Brisk Exports, Domestic Demand on
Recovery Track

ant corporate profits, but in the latter half,
they underwent a major correction owing

During 2007, the GDP growth rate of the

to announcements of large-scale losses

Korean economy stood at 5.0 percent, simi-

related to financial institutions' mortgage-

lar to the previous year's 5.1 percent as

backed securities and an increase in the

exports maintained their strong expansion

possibility of the US economic slowdown.

and domestic demand staged a recovery

Over the course of the year, the U.S. dollar generally showed a weak tone against

that was driven by private consumption and
facilities investment.

major currencies owing to the narrowing of

In the first quarter, GDP growth registered

interest rate differentials with other major

a rate of 1.0 percent compared with the pre-

currencies following the Federal Reserve's

ceding quarter, but it rose to 1.7 percent in

lowering of interest rates and worries over

the second quarter owing to favorable

the unwinding of the yen-carry trade.

exports and facilities investment, showing a

International oil prices continued on a
steep upward trend from the middle of

clear recovery trend.
In the third quarter, facilities investment
5

was sluggish for a time, but the recovering

growth of real incomes, a hike in stock

pace of consumption and strong exports

prices and improved consumer and busi-

continued until the fourth quarter, leading

ness sentiment, but the pace of its increase

GDP growth to mark 1.5 percent and 1.6

was blunted by the inadequate improve-

percent in the third and fourth quarters,

ment of employment. Meanwhile govern-

respectively. The year-on-year growth rate,

ment spending increased 5.8 percent, influ-

meanwhile, gradually accelerated from 4.0

enced by enlarged social security outlays.

percent in the first quarter to 5.7 percent in

The rate of increase in fixed investment

the fourth quarter due to a base-period

rose from the previous year's 3.6 percent to

effect.

4.0 percent as construction investment

Seen by component of demand, final con-

shifted to a slight increase from two straight

sumption expenditures increased by 4.7

years of decline, with the growth rate of

percent, a level similar to that of the previ-

facilities investment outstripping that of

ous year.

GDP.

Private consumption remained on a

On the other hand, the rate of increase in

recovery track owing to the speedier

facilities investment marked 7.6 percent,

Growth Rate of Real GDP1)

< Chart Ⅰ- 2 >
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percent due to an increase in buildings for

investment in transportation equipment

non-residential use following the faster

centering on ships and automobiles

recovery pace of the service industry,

increased sharply, offsetting the slower

which served to offset the lacklustre con-

growth in investment in machinery that

struction of buildings for residential pur-

was led downward by semiconductor man-

poses and civil engineering.

I
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similar to the previous year's 7.8 percent, as

Exports of goods and services grew by

ufacturing equipment.
Construction investment increased by 1.2

12.1 percent, affected by the rapid growth

Domestic Economic Indicators

< Table Ⅰ - 2 >

Unit : %

2007p

2005

2006

1)

4.2

5.1

5.0

1.0 ( 4.0)

1.7 ( 4.9)

1.5 ( 5.1)

1.6 ( 5.7)

(Private Consumption)

3.6

4.5

4.5

1.6 ( 4.1)

0.9 ( 4.4)

1.3 ( 4.8)

0.8 ( 4.6)

-0.3 ( 3.7) -1.2 ( 1.6)

GDP

(Construction Investment)

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

-0.2

-0.1

1.2

0.2 (-0.1)

1.2 ( 0.4)

(Facilities Investment)

5.7

7.8

7.6

4.5(10.9)

1.6(11.0) -1.8 ( 2.3)

2.1 ( 6.5)

(Exports)

8.5

11.8

12.1

4.0(11.0)

3.8(10.8)

1.3 ( 9.3)

7.0(17.0)

(Imports)

7.3

11.3

11.9

4.9(11.4)

4.6(12.1) -1.8 ( 6.9)

8.8(16.9)

GNI

0.7

2.6

3.9

-0.8 ( 3.6)

2.0 ( 4.6)

1.5 ( 5.2)

0.2 ( 2.6)

Unemployment Rate2)

3.7

3.5

3.2

3.3 ( 3.6)

3.3 ( 3.2)

3.2 ( 3.1)

3.2 ( 3.0)

2.8

2.2

2.5

1.5 ( 2.1)

0.5 ( 2.4)

1.1 ( 2.3)

0.6 ( 3.3)

2.3

1.8

2.4

1.3 ( 2.3)

0.4 ( 2.3)

0.4 ( 2.3)

0.4 ( 2.4)

1)

1)

Consumer Prices
1)

Core Inflation

Current Account($,billion)

149.8

53.9

59.5

-16.6

0.3

44.3

31.5

Exports(customs clearance
basis)1)

12.0

14.4

14.1

(14.6)

(14.1)

(9.4)

(18.2)

Imports(customs clearance
basis)1)

16.4

18.4

15.3

(13.4)

(14.7)

(7.3)

(25.9)

Yield on 3-Year Treasury
Bonds3)

4.27

4.83

5.23

4.89

5.09

5.34

5.62

Yield on 3-Year Corporate
Bonds3),4)

4.68

5.17

5.70

5.27

5.49

5.77

6.29

KOSPI(end-of-period)

1,379.4 1,434.5 1,897.1

1,452.6

1,743.6

1,946.5

1,897.1

KRW per USD
(end-of-period)

1,011.6

940.9

923..8

915.1

936.1

929.8

936.1

Notes : 1) The rate of increase or growth compared with the previous quarter, The figures in parenthesis are year-onyear rates.
2) The figures in parenthesis are not seasonally adjusted. 3) Average during the period 4) AA－ degree basis
Source : BOK「ECOS」
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of newly emerging countries such as China

investment, compared with the rising pace

and the improved quality competitiveness

of incomes.

of Korean products.
Imports increased by 11.9 percent, influenced by the steady recovery of domestic

Growth Slows Down for Manufacturing,
but Accelerates for Services

consumption.

8

Meanwhile, the growth of real gross

Looking at the trend of production activi-

national income (GNI) rose from the previ-

ties by sector during the year, manufactur-

ous year's 2.6 percent to 3.9 percent in

ing witnessed a slowdown in growth and

2007. This was attributable to the reduced

construction was sluggish, but services pre-

deterioration of the terms of trade and an

sented a picture of more rapid growth.

increase in net factor income from the rest

Manufacturing industry grew by 6.5 per-

of the world, including external interest

cent, slower than the previous year's 8.5

income.

percent. Office machinery and equipment

Examining the distribution of national

enjoyed high growth owing to the demand

income (Nominal NI), the share of com-

for CD/ATMs following the issuance of

pensation of employees in NI edged up

new banknotes and semiconductors

from the previous year's 61.3 percent to

showed a high rate of increase following on

stand at 61.5 percent because of the contin-

from the previous year. However, video,

uation of higher wage increases following

audio and telecommunications posted neg-

on from the expansion in the proportion of

ative growth owing to the shift of produc-

full-time workers, while the growth of busi-

tion facilities overseas. Automobiles and

nesses' operating surpluses saw a slight

machinery for industrial use saw a slower

rise.

growth rate.

The gross savings ratio fell from the pre-

The service industry kept to its recovery

vious year's 31.3 percent to 30.6 percent

trend, marking a growth rate of 4.8 percent.

due to the sustained recovery of consump-

Looking at the various fields of the service

tion. The gross domestic investment ratio,

industry, the growth of business services

similarly, edged down from 29.9 percent to

and educational services slowed and the

29.4 percent owing to the slower pace of

real estate business was lackluster with

ANNUAL REPORT

manufacturing and construction declined

However, the financial and insurance

by 0.1 of a percentage point from the previ-

industry grew sharply, affected by brisk

ous year to 27.9 percent and 8.9 percent,

stock transactions. The growth of commu-

respectively, but that of services rose by

nications, health & social welfare services

half a percentage point to 57.6 percent.

I
General Economic Trends

housing construction in the doldrums.

accelerated and transportation and warehousing continued robust growth, encour-

Insufficient Improvement in Employment,

aged by favorable exports.

and Stable Trend of Wages

The construction industry grew by just 1.8
percent, its low growth persisting, follow-

There was some improvement in labor

ing on from the previous year's 0.3 percent.

market conditions, but this was less than

The government sector continued sluggish

sufficient considering the employment cre-

and the private sector remained low owing

ation effect of GDP growth.

to the lackluster construction of buildings

The increase over the year in the number

for residential use, which the improvement

of persons employed declined from the pre-

in buildings for non-residential use failed to

vious year's 290,000 to 280,000, falling

offset.

below the 300,000 mark for the third con-

Electricity, gas steam, and water supply

secutive year. The employment rate(the

grew by 4.0 percent as the growth of the

ratio of persons employed to the population

gas sector expanded owing to an increase in

aged 15 or above) remained at the low level

demand for heating, counteracting a mild

of 59.8 percent. The proportion of tempo-

downturn in the electricity sector. The agri-

rary and daily workers, however, marked a

culture, forestry and fishing sector shifted

consistent decline and the number of per-

to a 1.1 percent rate of increase owing to

sons willing to work additional hours

some easing of the slackness in the crop

decreased sharply, showing a slight

growing sector centering on fruit and a

improvement in terms of the quality of

sharp rise in the fishery and livestock sec-

employment.

tors.

Looking at the number of persons

Meanwhile, looking at the weight of each

employed in each business field, services

industry in GDP (nominal), those of both

continued their steep upward trend center9

ing on the business, individual and public

down from the previous year's 3.5 percent

service sectors, influenced by the progress

to 3.2 percent owing to a change in popula-

toward a service economy and the recovery

tion structure in terms of labor supply and

of domestic consumption.

young people's low participation rate in
economic activity.

On the other hand, even though output
was brisk, manufacturing employment con-

The increase in wages (on the basis of

tinued to register a decline, owing to

regular workers) slowed down slightly

growth being led by capital and technolo-

from the previous year's 5.7 percent to 5.6

gy-intensive industries with little employ-

percent. Meanwhile, the increase of unit

ment inducement effect and the shift of pro-

labor costs (nonfarm-basis) registered 2.0

duction facilities overseas. The agriculture,

percent, the same level as that of the previ-

forestry and fishing industry continued its

ous year, as labor productivity growth

structural downward trend and the con-

slowed down slightly, the drop in the rate of

struction industry marked a slight increase.

increase of hourly nominal wages notwithstanding.

Despite the inadequate improvement in
employment, the unemployment rate edged

Employment Level and Nominal Wages1)

< Chart Ⅰ- 3 >
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base-period effect.

Inflation Accelerates in Fourth Quarter

I

In terms of price rises by category, the
prices of agricultural, livestock and marine

2.5 percent, remaining at the lower bound

products shifted from the previous year's

of the inflation target, but higher than the

0.1 percent fall to a 1.9 percent rise center-

previous year's 2.2 percent. This was attrib-

ing on fruit prices. Those of industrial prod-

utable to increased demand pressure fol-

ucts rose by 2.0 percent, the same level as

lowing on from the economic recovery

the previous year, as prices of petroleum

amid the continuation of an upward trend in

products and processed foods accelerated,

the international prices of oil and other raw

offsetting the effect of a fall in the prices of

materials. Looking at the movements of

durable goods. Charges for services

consumer prices by period, headline infla-

increased by 2.9 percent, higher than the

tion rose by 2.1~2.4 percent during the sec-

previous year's 2.7 percent, reflecting the

ond and third quarters, but it accelerated to

faster upward pace of housing rents.

3.3 percent in the fourth quarter, affected by

Core inflation, which excludes the prices

a surge in international oil prices, a steep

of non-grain agricultural products and

rise in prices of agricultural products and a

petroleum-based fuels from the CPI, rose

General Economic Trends

The consumer price index (CPI) rose by

< Chart Ⅰ- 4 > Consumer Price Inflation and Core Inflation Rate1)
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by 2.4 percent, showing a brisker pace than

for the fifth straight year. This was largely

the previous year's 1.8 percent. This was

attributable to the expansion of overseas

attributable to growing pressure from the

demand brought about by the sustained

demand side amid the sustained economic

rapid growth of newly emerging countries,

upturn.

including China, which counteracted the

In the real estate market, housing prices

advanced countries' economic slowdown.

rose by 3.1 percent, showing a markedly

By item, semiconductors saw sluggish

stable trend compared with the previous

export performance owing to a fall in unit

year's 11.6 percent hike. This was ascrib-

prices, but most items, including machin-

able to a sharp reduction in housing

ery, display panels and ships, enjoyed high

demand following the strengthening of

rates of export growth.

lending regulations and the implementation

Imports (customs clearance basis) slowed

of ceilings on the prices of new lotting-out

their pace of growth from the previous

apartments. Housing rents also rose by 2.6

year's 18.4 percent to 15.3 percent, register-

percent, a slower pace of increase than the

ing 356.8 billion dollars.

previous year's 6.5 percent, affected by the

By item, imports of steel products and

overall stabilization of selling prices and a

grain increased sharply because of the

reduction in the demand for large apart-

surge in their international prices and those

ments.

of durable consumer goods, including passenger cars, exhibited a high rate of

Current Account Surplus Continues

increase, affected by the expansion of
domestic demand. Imports of crude oil,

The current account surplus stood at 6 bil-

however, slowed down their pace of

lion dollars, similar to the level of the previ-

growth influenced by repair work at oil

ous year, with a widening of the goods

refineries as well as a slower rate of

account surplus being offset by an enlarged

increase in import unit prices.

service account deficit.

12

With exports showing a much larger scale

Exports (customs clearance basis)

of increase than imports, the goods account

increased by 14.1 percent to total 371.5 bil-

surplus widened somewhat from the 27.9

lion dollars, posting a double-digit increase

billion dollars of the previous year to 29.4

ANNUAL REPORT

mainly attributable to a sharp rise in for-

billion dollars.

eigners' repatriation of stock investment

from the 19.0 billion dollars of a year earli-

funds from Korea and Koreans' overseas

er to 20.6 billion dollars in response to the

stock investment, which acted to offset a

sharp increase in payments for overseas

surge in foreigners' investment in domestic

travel, education abroad and outsourced

bonds and the continuation of large-scale

business services, offsetting an increase in

overseas short-term borrowings by foreign

revenues for cargo freight.

exchange banks.

Meanwhile, the income account surplus

As of the end of 2007, the foreign reserves

rose from the 500 million dollars of the pre-

holdings amounted to 262.2 billion dollars,

vious year to 800 million dollars owing to a

an increase of 23.3 billion dollars from the

rise in external interest income. The current

end of the previous year.

I
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The services account deficit widened

Gross external liabilities increased by

transfers account deficit narrowed.
The scale of the capital account surplus

120.6 billion dollars throughout the year to

narrowed from the previous year's 18.0 bil-

380.7 billion dollars owing to a surge in

lion dollars to 6.2 billion dollars. This was

foreigners' investment in domestic bonds

Exports/Imports and Current Account

< Chart Ⅰ- 5 >
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and large-scale overseas short-term bor-

response to the two upward adjustments of

rowings by foreign exchange banks; their

the policy rate and the expanded issuance

ratio to nominal GDP rose from 29.3 per-

of certificates of deposit(CDs) in the wake

cent at the end of the previous year to 39.2

of the poor performance of deposit taking.

percent.
Meanwhile, net external assets, which

As of the end of the year, secondary mar-

represents gross external assets less gross

ket yields on 91-day CDs stood at 5.82 per-

external liabilities, decreased by 72.4 bil-

cent, a rise of 0.96 of a percentage point

lion dollars during the year under review to

compared to the end of the previous year.

stand at 34.2 billion dollars.

Long-term market interest rates showed a
downward trend, affected by foreign bank

Interest Rates and Share Prices Rise,

branches' large-scale purchases of bonds

Korean Won Weakens

during the February-March period and foreigners' purchases of Treasury bonds

In the financial markets, interest rates
showed an upward trend, affected by an

Long-term market interest rates, however,

increase in demand for funds following the

shifted to an upward trend from April

economic recovery and inflow of funds

owing to the sustained economic recovery

into the stock market. Share prices enjoyed

and the bullish stock market, and this trend

a bullish trend, repeatedly reaching new

persisted.

record highs.

From the beginning of November, they

The Korean won, meanwhile, depreciated

showed a sharp rise for a brief period,

slightly against the U.S. dollar despite the

affected by the swap market unrest in the

latter's international weakness. This was

wake of the U.S. subprime mortgage melt-

attributable to the easing of the oversupply

down. From the middle of December, how-

of dollars in the local foreign exchange

ever, their trend stabilized.

market following an expansion of Koreans'
overseas securities investment.

14

futures.

Consequently, as of the end of the year,
secondary market yields on three-year

Short-term market interest rates showed

Treasury bonds had fallen by 0.82 of a per-

an upward trend throughout the year in

centage point from the previous year-end to

7
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< Chart Ⅰ- 6 >
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stand at 5.74 percent.

premium (secondary market yields on

Banks' lending and deposit rates also

AA-grade three-year corporate bonds ver-

exhibited an upward trend in response to

sus those on three-year Treasury bonds)

the rise in market interest rates. Deposit

rose by 0.66 of a percentage point from the

rates rose at a faster pace than lending rates

end of the previous year to stand at 1.03 of

owing to an expansion of special promo-

a percentage point at the year-end, influ-

tions for time deposits and lending compe-

enced by the reduced appetite for corporate

tition between banks.

bonds on fears of a global credit crunch

Meanwhile, the spread between long-term

from September onwards.

and short-term rates (secondary market

KOSPI fell from the beginning of the year

yields on three-year Treasury bonds versus

owing to worries over China's stronger

those on 91-day CDs) inverted from 0.06 of

measures to cool down the economy and

a percentage point at the end of the previ-

prospects of poor business performance by

ous year to a negative 0.08 of a percentage

IT companies. From March, though, it

point at the end of 2007 owing to a surge in

shifted to an upward trend, helped by the

CD interest rates.

bullish global stock market and an

Apart from this, the corporate bond risk

improvement in corporate results, and it
15

surpassed the 2,000 mark for the first time

31. After this record, however, it shifted to

on July 25.

a downward trend again.

Stock markets in major countries, howev-

As a result, as of the end of the year,

er, shifted to a bearish trend owing to wide-

KOSPI registered 1,897.1, which was

spread fears of a global credit crunch in the

462.6 points higher than at the end of the

wake of the U.S. subprime mortgage melt-

previous year.

down and foreign investors also shifted to

The KOSDAQ index showed similar

massive net selling, pulling KOSPI down

movements to KOSPI, but the scale of its

by 125.9 points, the biggest fall ever, on

rise was smaller. The KOSDAQ index

August 16.

stood at 704.2 at the year-end, 98.0 points

Subsequently it shifted back to a moderate

higher than at the end of the previous year.

upward trend again owing to the continua-

The Korean won showed a weakening

tion of the economic upswing and inflows

trend from the beginning of the year in

of market funds into the stock market, post-

response to a net outflow of foreign stock

ing an all-time high of 2,064.9 on October

investment funds, recording the lowest level

< Chart Ⅰ- 7 >
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for the year with an exchange rate of 951.4

course of the year as savings deposits

won per dollar on March 5.

decreased following the flow of funds into
the stock market, a sharp rise in short-term

won returned to a strengthening trend,

marketable deposits in the wake of the

influenced by brisk receipts of orders by

expanded issuance of CDs notwithstanding.

shipbuilders and the international weakness

Meanwhile, deposit-taking by asset man-

of the U.S. dollar, and it closed at the lowest

agement companies increased sharply, led

level for the year of 900.70 won per dollar

by stock-type beneficiary certificates, even

on October 31

though sales of MMFs were sluggish.

In November, as the net outflow of for-

The growth of banks' lending accelerated

eign stock investment funds increased

as lending to companies swelled markedly,

owing to risk aversion following the U.S.

year on year, offsetting the slowing of the

subprime mortgage meltdown the won

growth of lending to households.

shifted back to a weakening trend.

Lending to small and medium enterprises

As of the end of the year, accordingly, it

(SMEs) expanded strongly, affected by

had depreciated slightly against the U.S.

banks' strategy of expanding loans to

dollar from the end of the previous year, to

healthy SMEs.

change hands at 936.10 won per dollar,

Lending to large enterprises, meanwhile,

bringing to an end its four-year appreciat-

shifted to an increase, influenced by the ris-

ing trend. On an annual average basis, how-

ing demand for funds for facilities invest-

ever, the won stood at 929.20 won per dol-

ment.

lar in 2007, 2.7 percent lower than in the
previous year.

General Economic Trends

Except for a temporary fall in August, the

I

On the other hand, the growth of lending to
households slowed remarkably centering on
housing finance loans, as housing transac-

Slowdown of Growth of Deposit-Taking by

tions were sluggish. As a result, the share of

Banks, Acceleration of Growth of

household loans in banks' total outstanding

Corporate Lending

loans fell back from the previous year's 50.5
percent to 46.4 percent on a year-end basis.

During the year, the growth of deposit-tak-

Corporate funding conditions showed a

ing by banks slowed down throughout the

generally improved pattern with the bill
17

default ratio keeping a low level and delin-

dation for price stability while supporting

quency rates falling amid ample market liq-

the economic recovery.

uidity.

From the beginning of the year, the domes-

Looking at the movements of monetary

tic economy showed no clear upward

aggregates, the growth rates of Lf, which

momentum with the economic growth rate

indicates liquidity of financial institutions,

remaining at 1.0 percent in the first quarter

and of broad money M2 rose from the pre-

as construction investment was sluggish

vious year's 7.9 percent and 8.3 percent, to

despite the favorable export performance.

10.2 percent and 11.2 percent, respectively.

Prices showed a stable trend, affected by a

This was ascribable to the faster growth of

falling trend in prices of livestock products

private credit following an increase in

and a drop in international oil prices.

financial institutions' lending and expanded

Reflecting this economic conjuncture, the

money supply from the overseas sector in

Bank of Korea maintained the call rate tar-

the wake of brisk exports, which offset the

get at the 4.5 percent level, to which it had

effects of the money absorption through the

been raised the previous August, until June

government sector by way of the expansion

in the year under review.

of tax revenues.

In the latter half, however, the Bank of

On the other hand, the growth rate of nar-

Korea judged that inflationary pressure

row money M1 decreased by 5.2 percent as

would increase in the future as the pace of

individual MMFs were excluded from M1

GDP growth was gradually accelerating

from March 2007 owing to the implemen-

and market liquidity was maintaining a

tation of the next-day purchase system.

high rate of expansion.
In line with this judgment, the Bank of

Principal Policy Measures During the Year

Korea raised the call rate target by 25 basis
points each time in July and August and it

Call Rate Target Raised Twice

increased the interest rate on Aggregate
Credit Ceiling Loans and Liquidity

Throughout the year, the Bank of Korea

18

Adjustment Loans by the same margin.

conducted monetary policy in such a way

After September, the volatility of price

as to place a focus on firming up the foun-

variables such as interest rates and stock
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Overnight Call Rate Target Adjustments
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prices expanded sharply, influenced by

open market operations, including the issue

international financial market unease in the

of Monetary Stabilization Bonds (MSBs).

wake of the U.S. subprime mortgage melt-

MSBs outstanding amounted to 150.3 tril-

down and a further sharp run-up in interna-

lion won as of the end of the year, a decrease

tional oil prices worldwide.

of 8.1 trillion won from the end of the previ-

As uncertainties over economic condi-

ous year.

tions at home and abroad mounted, the

This was attributable to the two-step low-

Bank maintained the call rate target at 5.0

ering of the Aggregate Credit Ceiling, the

percent until the end of the year.

reduced need to absorb liquidity following

Considering the improvement in financial

the expansion of currency swap transac-

conditions for small and medium enterpris-

tions with the National Pension Fund, and

es, the Bank of Korea also lowered the

the active use of sales of securities under

Aggregate Credit Ceiling in two steps by a

repurchase agreements (reverse RPs).

total of 3.1 trillion won.
Throughout the year, in order to keep the

Operation of Monetary Policy Improved

call rate at the target level, the Bank of
Korea controlled market liquidity through

Throughout the year, the Bank of Korea
19

endeavored to heighten the efficiency of

effect from March 2008, been changed to

monetary policy and increase the policy

the "BOK Base Rate," the standard rate

effects.

applied in transactions between the Bank of

First of all, from July it changed some

Korea and counterpart financial institutions.

aspects of the descriptive method of its

The organization also modified or

statement of monetary policy direction with

realigned the tools of overall monetary pol-

a view to enhancing the predictability of

icy to give more effective support to an

monetary policy and strengthening of the

interest rate-centered monetary policy.

policy signalling function. In particular, it

Specifically it improved the reserve

introduced additional appraisal of the mon-

requirement system by adjusting the

etary policy stance when it judged this to be

method and period of accumulation for

necessary in tandem with its evaluation of

reserve requirements. The timing of open

the overall state of the economy.

market operations was also put on a regular

In November, to curb the overhang of
MSBs outstanding, it changed the expres-

basis and the interest rate applied in RP
transactions was changed.

sion of the relevant regulation in such a way

Along with this, it introduced standing

as to have the Monetary Policy Committee

facilities in the form of a lending and

determine every three months the ceiling on

deposit system (named fund adjustment

their issuance, which had been previously

loans and fund adjustment deposits) and

set at no more the 50 percent of total money

abolished Loans for Temporary Shortages

supply (former M2).

of Funds and the former Liquidity

In December, it unveiled an across-the-board
reform of the operating system of monetary

Adjustment Loans, whose functions are
duplicated by the new lending system.

policy to enhance its effectiveness and create conditions for development of the

Heightening the Stability and Efficiency of

money market; and it announced that this

the Financial System

would be put in place from March 2008.

20

Under this reform, the policy rate set by

During the year, the Bank of Korea car-

the Monetary Policy Committee every

ried out its duties of heightening the stabili-

month from the call rate target has, with

ty of the financial system through improve-
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examinations with the Financial Supervisory

tem, examination of financial institutions

Service (FSS) on six banks throughout the

and analysis of management status.

year. In June, it carried out special exami-

First of all, it made efforts to maintain the

nations on six banks to check on factors

stability of the payment and settlement sys-

making for financial system disturbance

tem by designing supplementory measures,

through the concentration of loan supply to

in consultation with the goverment, for the

small and medium-sized companies.

Bank of Korea to oversee financial invest-

In July, to implement seamlessly its exami-

ment companies' payment and settlement

nation of financial institutions, it revised the

business in the enactment of the "Financial

"Memorandum of Understanding concern-

Investment Services and Capital Market

ing Examination on Financial Institutions"

Act."

with the FSS, so as to realign the scope with-

Along with this, to cope with the permis-

in which the Bank of Korea could demand

sion given to mutual savings banks, credit

the carrying out of examinations and joint

unions and community credit cooperatives

examinations.

to issue cashier's checks, it instructed

It also improved techniques to appraise

those institutions and Korea Financial

financial stability by developing a financial

Telecommunications & Clearings Institute

system stress index and credit rating DB in

to devise measures for settlement risk

the household sector and building a finan-

management and added the payment and

cial system stress test model.

settlement systems run by cooperatives

Meanwhile, the government undertook

and savings banks federations to the sub-

constant reforms of the financial system,

ject to oversight.

placing emphasis on improving the effi-

At the same time, it improved the opera-

ciency and soundness of the financial

tional procedures of BOK-Wire through the

industry, upgrading the financial infrastruc-

more active use of net settlements by bring-

ture and the protection of financial con-

ing forward the net settlement timing of

sumers.

some transactions, including check clearing, from the afternoon to the morning.
The Bank of Korea also conducted joint

I
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ment of the payment and settlement sys-

As an initial step, it enacted the "Financial
Investment Services and Capital Market
Act" to define financial investment prod21

ucts comprehensively and allow financial

lenders from 70 percent a year to 60 per-

investment companies to operate concur-

cent a year.

rently in six financial investment service

Along with this, it augmented financial

fields, including dealing, brokerage, and

consumers' convenience by adding the

collective investment scheme services.

business of guaranteeing pensions based on

To accelerate financial institutions' over-

reverse mortgages to the business scope of

seas advance, it also clearly defined the

Korea Housing Finance Corporation so as

standards for the establishment of overseas

to encourage the active use of reverse mort-

branches by banks.

gage by senior citizens.

In connection with the financial infra-

Meanwhile, the government steadily

structure, it pressed for improvements in

pressed ahead with the improvement of

related systems, including the strengthen-

management, merger or liquidation of ail-

ing of the requirements of a resolution of

ing financial institutions, while accelerating

the board of directors and disclosure con-

financial institutions' own restructuring

cerning transactions between financial

efforts. To this end, Korea Deposit

institutions and their major shareholders,

Insurance Corporation supplied 132 billion

and the explicit statement of the reasons for

won in support from public funds for com-

which registration or approval may be can-

pensation for losses, the purchase of

celed where an institution conducting for-

non-performing assets and the vicarious

eign exchange business violates legislation.

payment of insured deposits.

For the protection of financial consumers,
it reintroduced the "Interest Limitation Act"

Issue of New Banknotes and Preparation

for the purpose of limiting the highest inter-

for Issuing High Denomination Banknotes

est rate to 40 percent a year in contracts
concerning pecuniary loans except for

The Bank of Korea issued newly designed

credit business. In tandem with this, the

10,000-won and 1,000-won banknotes

"Act on Registration of Credit Business

incorporating strengthened anti-counter-

and Protection of Financial Users" was

feiting features and new designs from

revised to make a downward adjustment of

January 22 of the year under review.

the ceiling on interest rates offered by
22

In May, it also announced its decision to
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To help encourage more active overseas

notes - 100,000-won and 50,000-won - in

investment, the institution to which over-

the first half of 2009 to improve conve-

seas direct investment must be reported

nience for the public in handling money.

was changed from the Ministry of Finance

Considering the high degree of popular

and Economy to a foreign exchange bank

interest in the design and portraits displayed

and the ceiling on residents' acquisition of

on the banknotes, the Bank of Korea also

overseas real estate was adjusted upward to

held a number of meetings of the "Currency

up to $3 million dollars, while the limit on

Design Consultation Committee" consisting

the eligibility of securities as the objects of

of experts and carried out a survey of public

overseas direct investment was abolished

opinion. The plan for the issuance and the

To assist the internationalization of the

design of the high-denomination banknotes

Korean won, the system concerning the

gained government approval after efforts

export and import of Korean-won denomi-

had been undertaken to forge a popular con-

nated funds was changed from a permis-

sensus and the proposal was finally deter-

sion system to a reporting system and the

mined upon a resolution of the Monetary

baseline for reporting to the Bank of Korea

Policy Committee.

on non-residents' won-denominated bor-

I
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issue two new high-denomination bank-

rowings was raised to 30 billion won and
Wider Liberalization of Foreign Exchange
Transactions and Foreign Exchange
Market Stability Pursued

that on securities lending to 50 billion won.
To curb excessive inflows of foreign
funds, the Bank of Korea limited the use of
foreign currency loans to meeting the actu-

Throughout the year, the government and

al demand for funds for overseas use and

the Bank of Korea expanded the liberaliza-

for manufacturers' funds for domestic facil-

tion of foreign exchange transactions,

ities.

including easing restrictions on overseas

It also directly participated in the swap

investment, and made efforts to stabilize

market to ease imbalances in the interplay

the foreign exchange market by easing the

of demand and supply. Meanwhile, it con-

imbalance between demand and supply in

ducted joint examinations of forward trans-

the foreign exchange market.

actions with the FSS to combat possible
23

foreign-exchange market unrest.

worsening of the service account position.

The Bank of Korea also renewed currency

In this respect, given the difficult circum-

swap facilities with six East Asian coun-

stances of a conjuncture of high downside

tries including Japan to strengthen financial

risks to economic activity and high upside

cooperation among central banks in Asia. It

risks to headline inflation, the Korean econ-

also expanded personnel exchanges with

omy is confronted with structural problems

foreign central banks.

including the lowering of potential growth
and the weakening of job creation that

Policy Tasks and Monetary Policy in 2008

needs a solution
Taking these circumstances into consider-

During 2008, the Korean economy is

ation, future economic policy should focus

expected to maintain GDP growth at its

on sustaining the upward trend of the

potential level, in line with the robust

Korean economy on a basis of price stabili-

growth of exports and the continuation of

ty, and enhancing the growth potential from

the recovery of domestic consumption.

a medium and long-term perspective.

However, the possibility cannot be exclud-

To this end, it should operate major policy

ed that the upward momentum of the

instruments harmoniously based on accu-

domestic economy will be weakened owing

rate evaluation of the economic situation

to the unrest in world financial markets, the

both at home and abroad, while paying

high level of oil prices and the slowing

keen attention to avoid the financial market

growth of the global economy.

unrest acting to subdue real economic

Consumer price inflation is expected to

24

activities.

exhibit an upward trend, fluctuating some-

Along with this, endeavors should be

what above the midpoint of its target range,

made to concentrate the policy focus on

owing to such supply-side factors as high oil

dramatically improving the environment

prices along with demand-pull pressures

for corporate investment. The regulations

following the continuance for some time of

governing overall business activities, rang-

the economic recovery. The current account

ing from start-up to liquidation should be

is likely to show a deficit because of the nar-

substantially reformed while the flexibility

rowing of the goods account surplus and the

of the labor market and efficiency of
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human resources should be considerably

I

augmented.

General Economic Trends

During 2008, the Bank of Korea's monetary policy will be conducted flexibly, taking into consideration the overall business
and financial market conjuncture, while
placing the focus on price stability.
Along with this, it will closely monitor the
movements of liquidity indicators as an
information variable reflecting inflationary
pressure from a medium-term perspective.
To address the possibility of a deterioration in domestic financial market stability
as a result of the lopsided concentration of
market funds and the U.S. subprime mortgage meltdown, it will constantly check
potentially destabilizing factors and act
promptly to defuse incidents of market
instability, should these occur.
To help the new monetary policy operation system put in place in March 2008 take
deep root at an early stage, the Bank of
Korea will closely check changes in the
financial market and the degree of adaptation of financial institutions to the new
framework, while mapping out supplementary steps when necessary.
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II
Monetary Policy

1. Inflation Target

period was set at 3.0±0.5% in reflection
of upward and downward fluctuations

The Bank of Korea conducted monetary
policy employing the second medium-term

Considering that 2007 was the first year

inflation target, whose term started in 2007

of the second medium-term inflation target,

and ends in 2009. Under the current sys-

the Bank of Korea endeavored to acquaint

tem, the application period (3 years) and

the general public with the overall changes

method of evaluation (annual average rate

and settle the new system. As a result, the

of inflation during the period) are the same

new system seems to have been readily

as those of the first medium-term inflation

accepted by the general public, without

target, which was operated during the

having given rise to any marked confusion.

2004-2006 period.
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around the 3.0 percent midpoint.

Meanwhile, consumer prices rose by 2.5

The target indicator, however, was

percent in 2007 on an annual average basis.

changed from core inflation to CPI infla-

As consumer price inflation remained at the

tion and the method of establishing the tar-

lower bound of the target range in the first

get adjusted from the target range to half a

year of the medium-term inflation targeting

percentage point above or below the mid-

system, this is appraised as having helped

point of the target range. The inflation tar-

lay a firm foundation for the achievement

get to be operated during the 2007-2009

of the medium-term inflation target of 3.0
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< Chart Ⅱ - 1 >

Inflation Targets and Inflation Trends
(Compared with the same month of the previous year)

II

(%)

(%)

6

6

Monetary Policy

Headline inflation
5

5

2.5~3.5% (inflation target ranges)

4

3.0±0.5% (inflation target ranges)

4

3

3

2

2

1

0

core inflation

3±1% (inflation target ranges)

2003

1

2004

2005

2006

2007

0

Note : The target rate is core inflation between 2003 and 2006, and the CPI between 2007 and
2009.
Source : National Statistical Office,
「Consumer Price」
, BOK

±0.5% on a three-year average basis.

its implementation of monetary policy on

Viewing the figures by month, however,

supporting the foundation for price stabili-

consumer price inflation in general showed

ty, while maintaining the trend of improve-

mild fluctuations a little above the 2 percent

ment in the real economy.

level or around the middle of 2 percent level

From the beginning of the year, exports

from the beginning of the year under review

were brisk but construction investment

before rising close to 3.5 percent level after

remained sluggish. Accordingly, the

October onwards owing to the materializa-

domestic economy grew by only 1.0 per-

tion of demand pressures, a surge in interna-

cent in the first quarter as compared to the

tional oil prices and a base-period effect

previous quarter, showing no clear signs of

arising from the low rate of headline infla-

an upward momentum. Prices remained

tion in the same period of the previous year.

stable owing to a fall in international oil
prices and in the prices of livestock prod-

2. Interest Rate Policy

ucts. In this economic situation, the Bank of
Korea held the call rate target during the

During 2007, the Bank of Korea focused

first-half of the year at the level of 4.5 per27

cent to which it had been upwardly adjust-

financial market turmoil in the wake of the

ed in the August of the previous year.

US subprime mortgage meltdown.

From the beginning of the third quarter,

Accordingly, the call rate target was held

however, the recovery of the real economy

at 5.0 percent until the end of 2007 amid

accelerated due to a steady rise in exports

mounting uncertainties over economic con-

and the recovery of consumption, while

ditions at home and abroad.

inflation pressures were forecast to aug-

In keeping with the upward adjustment of

ment as market liquidity maintained its

the call rate target, the Bank of Korea raised

rapid expansion.

interest rates on Aggregate Credit Ceiling

Accordingly, the Monetary Policy

Loans and Liquidity Adjustment Loans by

Committee raised the call rate target in two

25 basis points in July and again in August,

steps of 25 basis points each at its policy-

bringing them, respectively, from 2.75 per-

setting meetings in July and August. After

cent at the end of the previous year to 3.25

September, the volatility of price variables

percent and from 4.25 percent to 4.75 per-

such as interest rates and stock prices

cent.

expanded greatly and international oil

During the year, the Bank of Korea con-

prices surged, affected by the international

trolled market liquidity by means of open

< Chart Ⅱ - 2 >

Overnight Call Rate Target Adjustments1)

(Annual %)

(Annual %)

5.50

5.50

5.25

5.25

5.00

5.00

4.75

4.75

(9. Aug)

4.50

4.50
(12. July)

4.25

4.25

(10. Aug)
4.00
3.75

4.00

(8. June)

3.75

(9. Feb)

3.00

3.00

2006.1

3

5

7

9

11

2007.1

3

5

7

9

11

Note : 1) Figures in parenthesis are the dates when the overnight call rate target was adjusted
Source : BOK
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Issuance and Redemption of Monetary Stabilization
Bonds(MSBs)
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< Table Ⅱ - 1 >

Unit : trillion won

II

2007

2006

Issuance

165.1

150.0

156.7

Redemption

152.6

146.9

Net issuance

12.5

3.2

Outstanding

155.2

158.4

annual

Ⅰ

Ⅱ

Ⅲ

Ⅳ

33.9

35.1

46.2

41.6

164.7

34.2

35.0

53.1

42.5

-8.1

-0.3

0.1

-6.9

-0.9

150.3

158.1

158.2

151.3

150.3

Monetary Policy

2005

Source : BOK

market operations such as the issuance and

MSBs amounted to 150.3 trillion won at

redemption of Monetary Stabilization

year-end, a decrease of 8.1 trillion won

Bonds (MSBs) and RP transactions in

from the end of the previous year.

order to keep the call rate at the target level.

There was a decrease in the outstanding

In its open market operations it made

volume of most MSB maturities, but that of

more active use of RP transactions so that

28-day MSBs increased by 6.2 trillion won

the average balance of RP sales (based on

and that of two-year MSBs by 2.2 trillion

the net amount) in 2007 amounted to 3.7

won. Accordingly, the share of two-year

trillion won, an increase of 700 billion won

MSBs in total MSB issuance rose to the 80

from the previous year's 3 trillion won. As

percent level.

it gradually brought the timing of open

In the case of outright securities transac-

market operations onto a regular schedule

tions, it purchased 4.2 trillion won worth of

in keeping with the reform of the monetary

Treasury bonds in all on seven occasions

policy operation system to be put in place

during the year in order to expand the pool

from March 2008, RP transactions were

of securities eligible for use in RP transac-

conducted on a total of 55 occasions, eight

tions.

times fewer than in the previous year when
they were conducted on 63 occasions.

Notably, on November 30, in view of the
financial market unrest, it brought forward

For 2007, the volume of MSBs issued

its purchases of bonds eligible as underly-

came to 156.7 trillion won and the redemp-

ing securities in RP transactions, which had

tion of MSBs amounted to 164.7 trillion

been originally slated for early 2008, and

won. As a result, the outstanding volume of

enlarged the volume of its purchases com29

Outstanding Amount of MSBs by Maturity

< Table Ⅱ - 2 >

(As of the period end)

2005

2006(A)

Unit : trillion, %

2007
Ⅰ

Ⅱ

Ⅲ

Ⅳ(B)

change(B-A)

14-day

0.0

(0.0)

0.0

(0.0)

0.0

2.0

2.0

0.0

(0.0)

-

(-)

28-day

0.0

(0.0)

0.0

(0.0)

0.0

0.0

0.9

6.2

(4.1)

6.2

(4.1)

63-day

3.5

(2.3)

3.2

(2.0)

1.5

4.9

2.5

2.2

(1.5)

△1.0

(△0.5)

91-day

8.6

(5.5)

10.3

(6.5)

9.9

8.1

7.9

8.8

(5.8)

△8.8

(△0.7)

182-day

5.9

(3.8)

5.2

(3.3)

4.8

3.9

3.5

2.3

(1.5)

△2.9

(△1.8)

Less than 1 year 18.0

(11.6)

18.6

(11.7)

16.1

18.9

16.8

19.5

(12.9)

0.9

(1.2)

364-day

13.2

(8.5)

10.0

(6.3)

10.6

10.9

9.0

7.9

(5.3)

△2.1

(△1.0)

546-day

14.0

(9.0)

12.5

(7.9)

12.5

10.5

5.5

3.5

(2.3)

△9.0

(△5.6)

110.0

(70.9)

117.3

(74.1)

118.8 118.0 120.0

119.5

(79.5)

2.2

(5.4)

Over 1 year

137.3

(88.4)

139.8

(88.3)

141.9 139.4 134.5

130.9

(87.1)

△8.9

(△1.2)

Total

155.2 (100.0)

158.4 (100.0)

158.1 158.2 151.7

150.3 (100.0)

2-year

△8.1 (100.0)

Note : Figures in parenthesis are percentage shares in total
Source : BOK

pared with those under normal conditions

present additional appraisal of the monetary

to reach 1.2 trillion won.

policy stance when necessary.
In November, to curb the overhang of

3. Improvement of Monetary Policy
Operations

MSBs outstanding, it changed the regulation in such a way as to allow the Monetary
Policy Committee to set the amount that

During 2007, the Bank of Korea made

could be issued every three months consid-

efforts to highten the efficiency of mone-

ering market liquidity conditions. Formerly

tary policy and increase the policy effects.

the ceiling on the issue of MSBs had been

First of all, from July, it changed the
descriptive method of the statement on the

30

limted to within 50 percent of the total
money supply (former M2).

direction of monetary policy to enhance the

In December, it undertook an across-the-

predictability of monetary policy through

board reform of the operating system of

smooth communication with economic

monetary policy, which is to be implement-

entities and to strengthen the signalling

ed from March 2008, to enhance the effec-

function. In particular, it decided to propose

tiveness of monetary policy and create an

the evaluation of the economic situation and

environment conducive to the development
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Committee every month from the call rate

of the money markets.

target to the "BOK Base Rate," which is the

rate decided by the Monetary Policy

rate applied in transactions between the

II
Monetary Policy

Accordingly, it changed the policy interest

Improvement of Monetary Policy Operations

< Table Ⅱ - 3 >

Main contents
Changing target rate
Policy rate

Relationship between call rate
and base rate
Complete lagged reserve
accumulation period

Reserve
requirements
system

∙Overnight call rate → BOK base rate
∙Due to call rate's roles as the market rate from which the
monetary policy transmission channel starts, it is managed so
as not to deviate too far from the base rate
∙Half-month-calculating 7-day-lagged accumulating method
→ Half-month-calculating over-the-one-month-lagged
accumulating method

Changing object of reserve
and holding period of note in
vault

∙Vault cash in reserve-accumulating period → Vault cash in
reserve-calculating period

Changing period of reserve
requirements

∙Date basis → Day basis
∙Open on every Thursday, 7-day RP as major short-term
liquidity control device

Open market
operations

Regularizing timing of open
market operations

∙If the day when the target rate is set is not a Thursday or if
the Thursday is a holiday, the day and maturities will be
adjusted.
∙Exceptionally when call rate is unstable, short-term RPs
such as 1-day RPs will be implemented.

Changing system of RP trade

∙Use base rate as fixed rate when selling 7-day RPs, use
base rate as floor when buying 7-day RPs.
∙Fund adjustment loans and fund adjustment deposits which
can be accessed by financial institutions at their discretion
are introduced.

Introducing standing facilities

∙Rate will be set at base rate ± 100 basis points.
∙To prevent surges in call rate, at reserve settlement day,
rate will be set at base rate ±50 basis points.

Loan system

∙In financial crisis such as electronic disaster, rates, maturities
and collateral will be adjusted.
∙Aggregate Credit Ceiling Loans and Intra-day overdrafts will
Overhaul of existing credit
system

exist.
∙Temporary Loans and the Liquidity Adjustment Loans abolished.

Source : BOK
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Bank of Korea and counterpart financial
institutions.

During 2007, the Bank of Korea managed

It also improved the tools of overall mon-

the Aggregate Credit Ceiling loans taking

etary policy to back up the interest rate-cen-

into consideration that financial conditions

tered monetary policy more effectively

for SMEs had improved owing to banks'

Specifically, it improved the reserve

active expansion of loans to them.

requirement system by changing the accu-

In this context from the first quarter of

mulation method and period of reserve

2007, the Bank of Korea lowered the total

requirements. It also decided to put the tim-

Aggregate Credit Ceiling by 1.6 trillion

ing of open market operations on a regular

won from 9.6 trillion won to 8 trillion won.

schedule and changed the interest rate

In the third quarter, it lowered the ceiling by

applied in RP transactions.

1.5 trillion won to 6.5 trillion won.

Along with this, it introduced stand-by

It adjusted downward the ceiling on quo-

facilities in the form of a lending and

tas for individual financial institutions from

deposit system (named funds adjustment

5 trillion won to 3 trillion won from the first

loans and fund adjustment deposits) and

quarter and reduced it again to 1.5 trillion

among the existing lending systems, it abol-

won from the third quarter.

ished the Temporary Loans and Liquidity

To expand support for regionally based

Adjustment Loans, whose functions were

SMEs, it enlarged the share of Aggregate

largely overlapped by the new facilities.

Ceiling allocated to its regional branches
from 4.4 trillion won to 4.9 trillion won
from the first quarter. It, meanwhile,
reduced the reserve quota from 200 billion

4. Credit Policy

< Table Ⅱ - 4 >
Oct.

Aug.

Nov.

Feb.

Jun.

Aug.

Jan.

Jul.

Aug.~Dec.

2002~

2004~

2004~

2006~

2006~

2006~

2007~

2007~

2007

Credit Ceiling
(trillion won)

9.6

9.6

9.6

9.6

9.6

9.6

8.0

6.5

6.5

Lending Rate
(annual%)

2.5

2.25

2.0

2.25

2.5

2.75

2.75

3.0

3.25

Source : BOK
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Aggregate Credit Ceiling and Lending Rate
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SME Lending Ratios of Deductions from and Additions to
Aggregate Credit Ceiling Quotas on Amounts above or below the Guideline

< Table Ⅱ - 5 >

Jan. 2007~

II

Jul. 2007~

100 (75) → 50 (35)

50 (35) → 25 (15)

Ratio of the additional quota(%)

below 200 → below 100

below 100 → below 50

Monetary Policy

Ratio of the quota deduction(%)

Note：Figures in parenthesis are for the local banks whose mandatory lending ratio to SME are between 45%
and 60%

won to 100 billion won from the first quar-

cated 10 billion won from the Aggregate

ter.

Credit Ceiling reserve to the Jeju Branch

To prevent overly wide swings in the
Aggregate Credit Ceiling quotas based on

and a further 40 billion won to the Daejeon
Chungnam Branch.

performance in lending to SMEs in a situa-

Meanwhile, intra-day overdrafts, which

tion where the total direct allocation to

were designed to facilitate the seamless

financial institutions had been reduced, the

flow of payments and settlements by finan-

Bank of Korea adjusted downward both the

cial institutions, saw a decrease from a

ratio of the quota deduction for perfor-

daily average of 669.2 billion won during

mance shortfalls on the guideline lending

the December of the preceding year to

ratio to SMEs and the ratio of the additional

506.3 billion won in the same month of the

quota allocation for its over-fulfillment.

year under review.

In December, to support SMEs that had
suffered damage from Typhoon "Nari" and
the West Coast oil spill, it additionally allo-

< Table Ⅱ - 6 >

Outstanding Amount of Intra-day Overdrafts
(On a daily average basis)

Nationwide commercial banks
Local banks
Specialized banks

2005

2006

Dec.

Dec.

Mar.

244.2

404.8

2.3

Unit : billion won

2007
Jun.

Sep.

Dec.

293.4

286.6

244.4

232.9

1.2

3.3

0.6

0.5

1.5

39.4

190.2

93.1

140.9

186.0

119.2

Foreign banks' branches

127.6

73.0

80.7

116.8

103.0

152.7

Total

413.5

669.2

470.5

544.9

533.9

506.3

Source : BOK
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< Table Ⅱ - 7 >

Current lending system of the Bank of Korea
(As of the end of Dec.2007)

Aggregate Credi
Ceiling Loans

Function

Loan Ceiling

Lending rate

Maturity

∙Induce expansion of bank loans to small
and medium enterprises

6.5trillion
won

3.25% p.a

one
month

5 trillion
won

4.75% p.a
(in case of borrowings
for more than three
straight months
5.75% p.a)

less
than
one
month

Within the
amount of
the shortfall
of funds

Call rate target
plus 2%p

one
business
day

Without
limit

3-year Treasury
bond yield during
the last month of
the previous
quarter - noncollateralized
overnight call
rate(when intraday
overdrafts
exceeded 25% of
a financial institution's
net worth)

close
of
business
on the
same
day

∙Signal monetary policy direction by
flexible adjustment of their lending rate
Liquidity Adjustment
Loans

Temporary loans

Intra-day
overdrafts

Special Loans

34

∙Stabilize the financial market by supplying
necessary liquidity promptly to banks if
and when they apply for borrowings due
to temporary shortages of liquidity
∙Provide loans to banks to meet shortages of funds for payment and settlement or reserve requirements

∙Provide loans to banks for temporary
shortages of funds for payment and settlement during the day

∙Lender of last resort loans

Operate as required

III
The Bank of Korea's Conduct
of Its Business

1. Financial Stability and Payment &
Settlement Business

Besides this, in June, it undertook the special examination of six banks to check up
on the unbalanced concentration of lending

Financial Stability Business

to small and medium-sized companies.
Through these examinations, the Bank of

Throughout the year, the Bank of Korea

Korea was able to gather materials and

kept a check on financial system stability

information necessary for effective imple-

and bolstered the monitoring necessary for

mentation of monetary policy such as

the efficient compilation and implementa-

banks' financial status, their fund-raising

tion of monetary policies, through its exam-

and operation as well as their management

ination of financial institutions, publication

strategies.

of the Financial Stability Report, and sur-

It also sought ways to enhance the effi-

vey of financial institutions' management

ciency of monetary policy by checking

status.

their compliance with monetary policy reg-

The Bank of Korea conducted joint exam-

ulations and guidelines such as those con-

inations with the Financial Supervisory

cerning Aggregate Credit Ceiling Loans

Service (FSS) on six banks throughout the

and reserve requirements, directing them to

year. It also requested the FSS to carry out

rectify errors that had occurred in the

examinations of two banks.

course of their handling of operations.
35

Joint Examinations and Examination Requests1)

< Table Ⅲ - 1 >

Unit: number

Joint Examination

Examination Request

2001 2002 2003 2004 2005 2006 2007 2001 2002 2003 2004 2005 2006 2007
Domestic Banks

10

10

8

9

6

6

5

1

4

4

5

-

-

1

Foreign Banks
Branches

3

3

3

3

2

2

1

17

15

-

1

2

2

1

Total

13

13

11

12

8

8

6

18

19

4

6

2

2

2

Note: 1) On the basis of the number of periodic comprehensive examinations of banks. Special examinations
were carried out once in 2005 (17 banks), twice in 2006 (six banks) and once in 2007 (six banks)
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Through its publication of Financial

In July, to implement seamlessly its exami-

Stability Report twice a year, a comprehen-

nation of financial institutions, it revised the

sive evaluation is provided of the stability

"Memorandum of Understanding concern-

of the financial system as a whole. It also

ing Examination on Financial Institutions"

made its best efforts to grasp at an early

with the FSS so as to realign the scope with-

stage factors having the potential to desta-

in which the Bank of Korea could demand

bilize the financial system by analyzing the

the carrying out of examinations and joint

impact of interest arbitrage transactions and

examinations.

the rise in installment mortgage loans on

It also analyzed the management status of

the soundness of financial institutions,

domestic banks and carried out surveys of

incorporating its findings in policy forma-

risk management status and lending pat-

tion.

terns, while also examining closely the

It also analyzed potential risk factors of

management status of non-bank financial

the financial system by developing a finan-

institutions and financial holding compa-

cial system stress index and credit rating

nies, whose importance in the financial

DB in the household sector and used them

industry is growing.

as an early warning indicator in seeking

The Bank of Korea took a close look at

appropriate countermeasures. Meanwhile,

pending financing-related issues, including

it improved its method of appraising finan-

the impact of changes in the pattern of

cial stability by building a financial system

financing such as the excessive concentra-

stress test model suitable for Korea's eco-

tion or coupling of banking business and

nomic structure and financial environment.

the impact of domestic sub-par housing-
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financing loans in connection with the U.S.

of BOK-Wire.
First of all, the Bank of Korea designed

findings as a basic input to its conduct of

supplementary measures in consultation

monetary policy.

with the government in the enactment of

Along with this, to cope with growing

the "Financial Investment Services and

worries over a credit crunch following the

Capital Market Act" to avoid the opening

U.S. subprime mortgage crisis, the Bank of

of the payment and settlement business to

Korea established a "Financial Situation

financial investment companies detracting

Monitoring Taskforce" jointly with the

from the safety of the payment and settle-

government. It also set up full arrange-

ment system. While financial investment

ments to handle contingencies that might

companies are allowed to participate in the

arise through open market operations and

retail payment systems directly without

suchlike.

establishing and making use of a group

In November, as the bond market showed

clearer, net settlements will be carried out

unstable movements owing to a deepening

by the settlement agent banks nominated

of swap market imbalances and a run-up in

by individual financial investment compa-

Treasury bond rates, it undertook outright

nies. In addition, the legal basis for request-

purchases of Treasury bonds, doing its

ing data and information submission and

utmost to calm the financial markets.

joint examination with the Financial

III
The Bank of Korea's Conduct
of Its Business

subprime mortgage meltdown, and used its

Supervisory Service was established so as
Payment and Settlement Business

to allow the Bank of Korea to oversee the
payment and settlement business of each

The Bank of Korea's efforts to enhance

financial investment company. Settlement

the safety and efficiency of the payment

risk management will also be strengthened

and settlement systems included prepara-

by setting net debit caps for individual

tions for non-banking financial institutions'

financial investment companies and having

handling of payment and settlement busi-

them pledge collateral to their settlement

ness, designation of additional payment

agent banks.

and settlement systems for oversight and

In relation to the government's step of

improvement of the operational procedures

allowing mutual savings banks, credit
37

unions and community credit cooperatives

"Electronic Finance Transaction Act" in

to issue cashier's checks, the Bank of Korea

January 2007 has established the legal basis

instructed those institutions and the KFTC

for the Bank of Korea to oversee electronic

to devise measures for settlement risk man-

financial transactions. Accordingly, the

agement according to guidelines that it pro-

Bank of Korea enacted the "Regulation con-

posed with the purpose of ensuring the

cerning the Bank of Korea's requests for

safety of the payment and settlement sys-

Data Submission and Examination in rela-

tems.

tion to Electronic Financing" to set up an

As the work of revising the "Bills of
Exchange and Promissory Note Act" and

tronic financial transaction business.

the "Checks Act" to secure the legal validi-

As a part of ways to ease the concentra-

ty of electronic information exchange for

tion of settlements through BOK-Wire in

checks and bills payment was completed, it

the hours after 4 pm, the Bank of Korea

established the foundation for the active

advanced the designated time on the net

pursuit of the second-phase of the trunca-

settlement of check clearing in Seoul and

tion project, which had been delayed due to

the repayment of overnight call money

the inadequacy of the legal basis.

from 14:30 in the afternoon to 11:30 in the

The Bank of Korea designated the pay-
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effective system for oversight of the elec-

morning starting from January 2008.

ment systems run by cooperatives and sav-

It also abolished the one-hour time limit in

ings banks federations as being payment

queuing in order to encourage BOK-Wire

and settlement systems subject to oversight,

participants to send funds transfer orders

and prepared an oversight method for those

earlier in the day. Additionally, it allowed

systems. It also conducted assessments on

financial institutions participating in BOK-

the interbank foreign currency transfer sys-

Wire to use "advance funds transfer

tem run by Korea Exchange Bank, which

orders", which had been used at the time of

was designated last year as the system sub-

afternoon net settlement only, at the morn-

ject to oversight, and on systemically

ing net settlement hour to make up for

important payment and settlement systems

shortage of liquidity.

operated by the KFTC and Korea Exchange

In order to strengthen the resiliency of

(KRX). The implementation of the

BOK-Wire, the Bank of Korea made efforts

ANNUAL REPORT

to enhance the ability of the staff in charge

between participating financial institutions

of BOK-Wire operation to respond in con-

and the central bank.

III

During the year, the average daily volume

ing under various risk scenarios in line with

and value of settlements through BOK-

the "Business Continuity Planning(BCP) of

Wire were 9,124 transactions and 149.1

BOK-Wire", and secured dedicated office

trillion won, representing increases of 8.6

space at the back up sites. The Bank of

percent and 15.8 percent respectively from

Korea also designed the detailed structure of

the previous year. As of the end of 2007,

the hybrid settlement module of New BOK-

the number of financial institutions partic-

Wire, which is expected to begin operating

ipating in BOK-Wire reached 122, includ-

in the first half of 2009, and set up plans for

ing 52 banks.

The Bank of Korea's Conduct
of Its Business

tingency situations through simulation train-

establishing server-to-server connections
< Table Ⅲ - 2 >

Settlement through BOK-Wire1)
Unit : number, billion won, %

2006(A)

2007(B)

change(B-A)

%change

7,513 ( 89.4)

8,264 ( 90.6)

751

10.0

7,029 ( 83.7)

7,833 ( 85.8)

803

11.4

483 ( 5.8)

431 ( 4.7)

-52

-10.8

841 ( 10.0)

812 ( 8.9)

-28

-3.4

27 ( 0.3)

23 ( 0.2)

-4

-13.4

<Volume>
Domestic Currency Funds Transfer
(Gross Settlement)
(Net Settlement)
Treasury Funds Receipt and Payment
BOK Loans
Government and Public Bonds
Total
Foreign Exchange Funds Transfer

23 ( 0.3)

25 ( 0.3)

2

9.7

8,403 (100.0)

9,124 (100.0)

721

8.6

(-)

1

9.7

121,334 ( 94.2)

141,306 ( 94.8)

19,972

16.5

110,844 ( 86.1)

128,517 ( 86.2)

17,673

15.9

10,490 ( 8.1)

12,789 ( 8.6)

2,299

21.9

2,899 ( 2.3)

3,012 ( 2.0)

113

3.9

8

(-)

9

<Value>
Domestic Currency Funds Transfer
(Gross Settlement)
(Net Settlement)
Treasury Funds Receipt and Payment
BOK Loans
Government and Public Bonds
Total
Foreign Exchange Funds Transfers
(million US dollars)

920 ( 0.7)

720 ( 0.5)

-200

-21.7

3,594 ( 2.8)

4,058 ( 2.7)

464

12.9

128,747 (100.0)

149,096 (100.0)

20,349

15.8

83

50.1

166

(-)

249

(-)

Note : 1) On a daily average basis. Figures in parenthesis are percentage shares in total.
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2. Currency Issue

increase of 5.3 percent over the previous
year-end.

During the course of the year under

The fact that the rate of expansion of cur-

review, the Bank of Korea undertook its

rency issue exceeded 5 percent for three

currency issue business with a focus on

consecutive years was largely attributable

maintaining the supply of currency at an

to an increase in the private sector's

optimum level and keeping the quality of

demand for cash in line with the steady

currency in circulation at a proper level.

recovery of consumption.

Early in 2007, it issued newly designed

Looking at the type of currency issued,

10,000-won and 1,000-won banknotes

there was a net increase of 5.2 percent over

incorporating enhanced security features

the previous year-end in the issue of ban-

and more modern designs.

knotes, showing a slight slowdown of the

For the year as a whole, in terms of the

pace of increase from the previous year.

issue and withdrawal of currency, total

The rate of increase of the issue of coins, on

issuance amounted to 35,467.8 billion won

the other hand, stood at 7.3 percent, mark-

and 33,989.1 billion won was collected,

ing a sharp acceleration.

resulting in the net issuance of 1,478.7 bil-

Looking at the denomination structure of

lion won. Consequently, as of the end of the

currency in circulation, banknotes made up

year, the total volume of currency in circu-

94.2 percent by value and coins accounted

lation registered 29,321.9 billion won, an

for the remaining 5.8 percent. Among these

< Table Ⅲ - 3 >

Banknotes and Coins Issued by Denomination1)
Unit : billion won, %

20062)
outstanding
Banknotes

20072)

2007
issuance(A) redemption(B) net issuance(A-B)

26,183.6( 6.6)

35,329.6

33,972.3

1,357.3

27,540.9 (5.2)

10,000won

23,923.1( 5.6)

33,761.2

32,377.7

1,383.4

25,306.5 (5.8)

5,000won

1,153.1(39.8)

604.9

700.0

-95.1

1,058.0(-8.2)

1,000won or less

1,107.4( 3.3)

963.6

894.6

69.0

1,176.3 (6.2)

Coins

1,659.5( 4.8)

138.2

16.7

121.5

1,781.0 (7.3)

Total

27,843.1( 6.5)

35,467.8

33,989.1

1,478.7

29,321.9 (5.3)

Notes : 1) Figures in parenthesis refer to percentage changes compared with the previous year
2) Based on the end of year
Source : BOK
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< Table Ⅲ - 4 >

Percentage Shares in Total Banknotes and Coins
by Denomination1)
2006(A)

Unit : %, %p

2007(B)

Number

Value

Number

Value

Number

94.4

18.3

94.2

18.2

-0.1

-0.1

10,000won

86.3

11.8

86.6

11.8

0.4

0.0

5,000won

4.2

1.1

3.6

1.0

-0.5

-0.1

1,000wom

3.9

5.4

4.0

5.4

0.0

0.0

5.6

81.7

5.8

81.8

0.1

0.1

Coins
500won

2.7

7.4

2.8

7.7

0.1

0.3

100won

2.4

32.3

2.4

32.8

0.0

0.5

50won

0.3

8.5

0.3

8.3

0.0

-0.2

10won

0.2

29.7

0.2

29.4

0.0

-0.3

5won

0.0

1.1

0.0

1.0

0.0

-0.1

1won

0.0

2.7

0.0

2.6

0.0

-0.1

100.0

100.0

100.0

100.0

0.0

0.0

Total

The Bank of Korea's Conduct
of Its Business

Value
Banknotes

III

change(B-A)

Note : 1) Excludes banknotes with a face value of 500 won or less and commemorative coins
Source : BOK

banknotes, the 10,000-won note, which

banknotes, the 10,000-won note made up

plays a pivotal role, accounted for 86.6 per-

11.8 percent of total units of currency in cir-

cent of the total value of currency in circu-

culation, the highest proportion.

lation. It was followed by the 1,000-won

Among coins, the 100-won coin repre-

note, with a 4.0 percent share of the value

sented 32.8 percent of the units of currency

of currency in circulation, and the 5,000-

in circulation, the highest proportion, and

won note with a 3.6 percent share.

the 10-won coin accounted for 29.4 percent

Compared with the end of 2006, the share

of the total.

of the 5,000-won note narrowed by half a

Orders placed by the Bank of Korea with

percentage point and that of the 10,000-

the Korea Minting and Security Printing

won note widened by 0.4 of a percentage

Corporation during 2007 on the basis of

point, resulting in a further deepening of the

value came to 15,743.6 billion won, a 49.9

concentration on the 10,000-won note.

percent increase from the previous year. On

In terms of the number of currency units,

a volume basis, 2,570.1 million banknotes

banknotes accounted for 18.2 percent of the

were received, an increase of 9.4 percent

total and coins for 81.8 percent. Among

from the previous year.
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Production of Banknotes and Coins1)

< Table Ⅲ - 5 >

Unit : billion won, millions, %

Value
2006
Banknotes
Coins2)
Total

Number
2007

2006

2007

10,380.0(116.7)

15,680.0 (51.1)

1,600.0(40.4)

2,000.0 (25.0)

123.5 ( 54.4)

63.6(-48.5)

750.1(15.4)

570.1(-24.0)

10,503.5(115.7)

15,743.6 (49.9)

2,350.1(31.3)

2,570.1 ( 9.4)

Notes : 1) Figures in parenthesis refer to percentage changes compared with the previous year.
2) Exclude commemorative coins
Source : BOK

Orders for banknotes were increased

at a relatively speedy pace, influenced by

sharply from the previous year to secure

strong popular preference and the friction-

enough banknotes for the replacement of

free replacement of various types of cash

the previous notes with new ones following

dispensers and ATMs. As a result, the share

the issuance of new 10,000-won and 1,000-

of new 10,000-won and 1,000-won ban-

won notes. However, orders for coins

knotes in the total of these denominations

declined as currency inventory remained at

in circulation reached 78.6 percent and 67.3

a high level owing to the low demand for

percent, respectively, as of the end of 2007.
Besides this, the share of the new 5,000-

the issuance of coins.
The Bank of Korea issued new 10,000-

won notes issued on January 2, 2006 in the

won notes ('Ba' series of 10,000-won notes)

total currency of this denomination in cir-

and 1,000-won notes ('Da' series of 1,000-

culation rose by 6.7 percentage points dur-

won notes) in its new series of banknotes

ing the year to reach 79.7 percent as of the

on January 22.

end of 2007.

The new banknotes replaced the old notes
< Table Ⅲ - 6 >

With the coming on stream of new ban-

Percentage Shares in Issuance of New Banknotes
Unit : %

(on the number basis)

2006

1)

10,000won
2)

end of Mar.

end of Jun.

end of Sep.

end of Dec.

-

25.8

44.6

66.0

78.6

5,000won

73.0

77.9

77.1

80.7

79.7

1,000won1)

-

29.7

44.2

61.8

67.3

Total

4.5

30.3

46.4

65.5

75.3

Notes : 1) Issued from Jan. 22. 2007
2) Issued from Jan. 2. 2006
Source : BOK
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2007

end of Dec.
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Counterfeit Banknotes Detected

< Table Ⅲ - 7 >

unit : number, %

2005

2006(A)

2007(B)

Total

4,353

10,000won

3,237

5,000won
1,000won

change(B-A)

12,889

21,939

15,678

-6.261

-28.5

5,404

13,624

8,438

-5,186

-38.1

987

7,337

7,387

6,631

-756

-10.2

129

148

928

609

-319

-34.4

III

% change

The Bank of Korea's Conduct
of Its Business

2004

Source : BOK

knotes incorporating enhanced security

calling for the Bank of Korea's issue of

features, the number of counterfeit notes

high-denomination notes, it finalized its

detected, which had been on a steady rise,

plan for their issue in coordination with the

shifted to a decline for the first time in the

government and undertook the preparatory

2000s.

tasks.

The total number of counterfeit notes

On May 2, it announced a plan to issue

detected during the year stood at 15,678, a

two types of high-denomination notes-

decrease of 6,261 or 28.5 percent from the

100,000-won and 50,000-won banknotes-

previous year. Most of the counterfeit notes

in the first half of 2009 and to gather the

found were of old banknotes and some

advice of experts and public opinion in the

attempted counterfeits of new banknotes

course of its preparations. In keeping with

were so crude that they could be easily rec-

the plan, it organized two currency design

ognized with the naked eye.

consultation committees for the "selection

In addition, the Bank of Korea established

of design materials" and "design realiza-

and operated a page for the detection of

tion" and held official consultation meet-

counterfeit notes on its website from

ings on 14 occasions during the year.

January, enabling people to identify possi-

Along with this, to gather public opinion ,

ble counterfeit notes by checking whether

it undertook a number of consultative pro-

the number of the banknote in question is

cedures including the carrying out of public

the same as couterfeit note number detected

surveys and the investigation of experts'

previously.

opinions on possible figures to be portrayed

In the meantime, in line with the National

on the notes and ran a free board on its

Assembly's resolution of December 2006

website to receive people's opinion about
43

Features of large Denomination Banknotes

< Table Ⅲ - 8 >

Size(length×width)
Main color
Portrait

자료 : 한국은행
Design

100,000won
160 × 68 ㎜
Gray
Paikbum Kim Koo,
independence movement leader

Obverse

Key figures in the Korean
Provisional Government and
the national flower, Althea

'Mukpododo, indian ink painting of
grape' and 'Chochungdosubyeong,
embroidered folding screen of
grass and insects(eggplant drawing)
attributed to Shin Saimdang'

Reverse

'Daedongyeojido, Great Map of
Korea' and a National Treasure,
'Carved printing on rock at
Daegokri, Ulsan

'Wolmaedo, ink painting of an
apricot tree' by Oe Mong-ryong
and 'Pungjukdo, indian ink painting
of bamboo' by Yi Joung

Other features

suitable figures and supplementary themes.
After receiving government approval for

design the back side vertically

tinct from earlier commemorative coins
which mainly celebrate national events.

the plan to issue high-value notes and their

As the first work of a series of traditional

design, the arrangements were finalized

folk game coins, it issued "Talchum (the

through a resolution passed by the

masked dance)" commemorative coins on

Monetary Policy Committee on December

August 1.
As traffic conditions in provincial regions

31.
The Bank of Korea also decided to issue a

had improved, it closed down the currency

series of "commemorative coins," taking

deposit office in Taebaek on December 31.

traditional folk games as their theme as dis-

At the same time, it eased the business bur-

< Chart Ⅲ - 1 >

Commemorative Coin for "Talchum (Masked Dance)",
a Traditional Folk Game
Face
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50,000won
154 × 68 ㎜
Yellow
Shin Saimdang,
outstanding woman artist in the
areas of poems, caligraphy,
embroidery, etc.

Tail
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excessive foreign currency borrowings

them to forego the work of sorting old

and heightened the pressure for the won's

series banknotes into soiled or damaged

appreciation, it revised the "Detailed

notes and those suitable for recirculation.

Working Rules for Foreign Exchange

III
The Bank of Korea's Conduct
of Its Business

den on financial institutions by allowing

Transaction Business" and the relevant
3. Foreign Exchange and Reserve
Management

"Procedures" to limit the use of foreign currency loans to within funds actually
demanded for overseas use and to manu-

Foreign Exchange Management Business

facturing companies' funds for domestic
facilities.

The Bank of Korea limited the use of for-

By way of this action, the new handling or

eign currency loans to curb excessive

roll-over of foreign currency loans to sup-

inflow of foreign currency funds and

ply working capital loans of Korean won-

enhance the soundness of foreign currency

denominated funds was banned, which had

loans, and directly participated in the swap

the effect of reining in foreign liabilities

market for the first time to ease the imbal-

and enlarging the demand for foreign cur-

ance in it between demand and supply.

rency for loan repayment.

In keeping with the government's steps to

As the imbalance in the interplay of swap

expand foreign exchange liberalization, it

market supply and demand persisted from

revised relevant regulations. To handle the

September, failing to adjust through the

possibility of financial market unrest, the

price function, the Bank of Korea partic-

Bank of Korea and the FSS jointly carried

ipated directly in the swap market to ease

out examination of foreign exchange banks'

this situation.

futures transactions while increasing the

Meanwhile, it suspended its foreigncur-

human resources and tightening up the sys-

rency loan linked currency swaps with for-

tems devoted to the monitoring of financial

eign exchange banks from September and

derivatives transactions.

its currency swaps with the National

In August, as the inducement of foreign

Pension Service from December.

currency loans, which had started to

To check the appropriateness of foreign-

increase sharply from 2006, brought about

currency fund raising and use by foreign
45

exchange banks, the Bank of Korea partic-

ments, where no actual benefit results from

ipated in joint examinations with the FSS

the regulation and the transaction takes a

on the soundness of the foreign exchange

standardized form, reports on repeated

business of six banks.

instances of similar transactions should be

In November, it was feared that the swap

filed not with the Bank of Korea but with a

market imbalance would persist and that

foreign exchange bank or the reporting

foreign liabilities would pile up owing to a

requirement be waived.

rise in nondeliverable forwards (NDF)

As the government's initiative to expand

sales by exporters and overseas stock

foreign exchange deregulation reflecting

investors. Accordingly, the Bank of Korea

this was implemented in early December, it

undertook a joint examination together

revised the "Detailed Working Rules for

with the FSS of the imbalanced interplay of

Foreign Exchange Transaction Business"

demand and supply in the forwards market.

and the relevant "Procedures."

Meanwhile, in October, to cope with the
increase in the volume of financial deriva-

Reserve Management

tives and the greatly expanded diversification of transaction structures, it strength-

As of the end of 2007, the nation's foreign

ened the monitoring system by expanding

exchange reserves stood at 262.2 billion

the professional human resources devoted

dollars, having increased by 23.3 billion

to derivatives financial transactions and

dollars since the previous year-end.

realigned the relevant reporting.
In June, it undertook an across-the-board

inflows of foreign capital owing to sharply

reorganization of the content of foreign

increased short-term borrowings by foreign

exchange transactions reports on its web-

exchange banks, secondly to a rise in

site so that users could more easily grasp

investment returns and thirdly to the

the procedures involved.

increase in the dollar value of assets

In November, it recommended that the
government ease the regulations so that,

46

This was attributable firstly to enlarged

denominated in euro and other currencies
due to the weak US dollar.

among those matters subject to foreign

Looking at the components of the foreign

exchange transaction reporting require-

exchange reserves, foreign exchange in the

ANNUAL REPORT

< Table Ⅲ - 9 >

Changes in International Reserves
Unit : million U.S. dollars

2007(B)

change(B-A)

International Reserves

238,956

262,224

23,268

Foreign Exchange

238,388

261,771

23,383

Reserve Position in IMF

440

310

-130

Gold

74

74

0

SDRs

54

69

15

III
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2006(A)

Source : BOK

form of deposits and securities expanded

tranche, it distributed investments among

by 23.4 billion dollars over the previous

medium and long-term bonds of major

year-end. On the other hand, there was a

countries in order to maximize returns

decrease of 130 million dollars in the coun-

while ensuring liquidity and safety. The

try's IMF position and very little change in

external management tranche was entrust-

holdings of gold and SDRs.

ed to global asset management companies

In line with the increase in the scale of the

so as to improve the returns while at the

foreign exchange reserves, the Bank of

same time acquiring sophisticated invest-

Korea managed them with the aim of maxi-

ment know-how. Their asset allocation

mizing profitability while at the same time

concentrated on mortgage-backed securi-

securing their safety and liquidity.

ties(MBS) and corporate bonds.

To achieve these investment objectives

Viewing the breakdown of the reserves by

more effectively, it divided the reserves into

tranche as of the end of 2007, the invest-

a liquidity tranche, an investment tranche

ment tranche accounted for the largest

and an external management tranche and

share at 84.5 percent while the external

differentiated among them in terms of

management tranche and the liquidity

investment purpose and style.

tranche made up 11.6 percent and 3.9 per-

By operating the liquidity tranche of the

cent respectively.

reserves mainly in the form of US dollar

In terms of currency composition, assets

denominated money market instruments, it

were allocated among major currencies like

prepared against general demands for daily

the US dollar, the euro, the Japanese yen

cash management. Using the investment

and the British pound, in order to hedge the
47

foreign exchange risk.
The currency composition was deter-

As a result, the share of government

mined after taking into overall considera-

bonds in foreign reserves stood at 35.5 per-

tion that of Korea's external debts and that

cent as of the end of 2007. It also began to

of global bond markets, along with interest

carry out triparty repo transactions on

rate levels for each particular currency. This

which, using bonds that it holds, it can gain

was subsequently adjusted in line with

income apart from the interest income. At

exchange rate movements in global finan-

the same time, it made active use of curren-

cial markets. As of the end of 2007, the

cy overlays that separate out bond positions

share of US dollar denominated assets in

from foreign exchange positions and man-

the foreign exchange reserves accounted

age the difference according to internation-

for 64.6 percent.

al financial market conditions.

To cope with the deterioration of the

In regard to the foreign reserves whose

income structure resulting from the nega-

management was entrusted to Korea

tive carry arising from the gap between

Investment Corp. (KIC), it eased invest-

domestic and international interest rates,

ment guidelines substantially by raising the

the Bank of Korea worked resolutely in

share of stock investments and allowing

2007 to heighten the earnings from reserve

investment in emerging markets.

management.
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ernment sponsored agencies.

Accordingly, KIC was allowed to invest

As a first step in this direction, it consis-

in currencies of advanced countries and

tently pursued the diversification of the

some 20 emerging countries, including the

investment universe, expanding investment

investment-grade bonds of emerging mar-

in non-government debt such as agencies,

kets (BBB or higher),along with listed

corporates debt (including financial deben-

stocks and financial derivatives including

tures), and securitized bonds.

credit default swaps. It did not, however,

Particularly with MBS, it was able to

consent to investment in private equity

secure profitability and safety at the same

funds or real estate as these are not classi-

time, despite concerns over the deteriora-

fied as foreign exchange reserves.

tion of the sub prime mortgages, by invest-

In preparation for the broadening of the

ing in first-grade paper issued by US gov-

investment universe, it upgraded the risk

Percentage Shares in Foreign Assets by Commodity
(As of the end of 2007)

Deposit

Unit : %

Securities

35.5

Corporate bond

ABS

Stocks1)

15.4

11.6

1.3

28.8

III

Total

The Bank of Korea's Conduct
of Its Business

Government bond Government
agency bond

7.4
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< Table Ⅲ - 10 >

100.0

Note : 1) Stocks in assets entrusted in KIC
Source : BOK

management system to make it more effec-

To strengthen the risk management of

tive. As an initial step it introduced a risk

financial derivatives, it developed and uti-

budgeting system which makes active use

lized sensitivity indicators. It drew up an

of aggregate amount risk measures such as

improvement plan to facilitate the system-

value-at-risk and tracking error, and it

atic management of liquidity risk.

strengthened credit risk management by

It also put in place a regular risk monitor-

constructing a credit risk measurement sys-

ing system for global financial markets

tem.

including the analysis of markets and risks

< Chart Ⅲ - 2 >

Organizational Structure of Reserve Management
Deputy governor

Front

Middle

Back

Reserve Investment
Office

Reserve
Management Dept.

Reserve
Management
Support Office

Investment
Strategy Team

Reserve
Management
Planning Team

New
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of countries targeted for investment.

During 2007, the Bank of Korea energeti-

Along with this, it expanded the evalua-

cally undertook international cooperative

tion of performance by introducing an attri-

activities. Firstly, it contributed or sub-

bution system to strengthen the feedback

scribed in Korean won or convertible cur-

function, and adopted evaluation tools for

rencies a total amount equivalent to 140.22

new investments such as interest rate swaps

million dollars to international financial

and swaptions.

agencies of which Korea is a member.

Besides this, it expanded the straight-

To support the economic development of

through processing of handling business,

developing countries, it subscribed a further

and improved IT systems to support new

76.2 billion won (81.18 million dollars) to

investments such as interest rate swaps and

the International Development Association

collateralized mortgage obligation

(IDA), 13.5 billion won (14.5 million dol-

(CMOs).

lars) to the Africa Development Fund

In the meantime, the Bank of Korea

(AfDF) and 400 million won (440 thousand

recruited four experts possessing know-

dollars) to the Africa Development Bank

how and professional experience in asset

(AfDB).

management to strengthen its capacity to

Besides this, it contributed 41.75 million

manage foreign reserves, bringing the total

dollars to the Asian Development Bank

number of such specialists to twelve as of

(ADB), 1.5 million dollars to the European

the end of 2007.

Bank for Reconstruction and Development

Amid the growing interest of central

(EBRD), 820 thousand dollars to the

banks in the reserve management, it sought

International Monetary Fund (IMF) and 30

to promote international cooperation in this

thousand dollars to the Common Fund for

field and, at the request of three central

Commodities (CFC) for technological

banks in the Asian region, passed on to

assistance to low-income developing coun-

them its experience and knowhow in the

tries.

management of foreign reserves.

In close cooperation with the government,
it engaged in discussions about the reform

International Cooperation

of the Bretton Woods organizations, including a special increase in the IMF quota,
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doing its utmost to ensure Korea's position
was reflected in these issues.

Through the holding of central bank gov-

III

ernors' meetings of the three Northeast
Asian countries(South Korea, China and

strengthen financial cooperation in the

Japan), regular meetings of senior working

Asian region.

level officials, and regular bilateral meet-

Through the renewal of its existing cur-

ings of senior central bank officials

rency swap lines with six countries includ-

between Korea and China and between

ing Japan within the framework of the

Korea and Japan, the existing close rela-

Chiang Mai Initiative(CMI), it bolstered

tionships among their central banks were

the current structure of regional financial

maintained and cultivated.

cooperation. It also played an active part in

In addition to this, the Bank of Korea suc-

the discussions on broadening and deepen-

cessfully held the second meeting of the

ing the CMI so as to build a strengthened

regular forum with the central bank of

system of regional financial cooperation.

Germany (Deutsche Bundesbank), which

It continued its efforts to foster regional

was launched in 2006, enlarging the scope

bond markets and improve market infra-

of its exchanges and cooperation to Europe.

structure, taking an active part in the dis-

The Bank of Korea and the Bank of Japan

cussions about the Asian Bond Market

seconded officials to each other in order to

Initiative of ASEAN+3 and the Asian

strengthen personnel exchanges between

Bond Fund 2 (ABF2), jointly established

the two central banks. The Bank of Korea

by the central banks of the Executive

also strengthened cooperation with central

Meeting of East Asia and the Pacific

banks of developing countries while

(EMEAP) member countries in 2005.

enhancing its own profile by arranging a

It also further bolstered the framework of

program for technological assistance

cooperation with foreign central banks by

through the secondment of BOK officials

its energetic participation in the activities of

to some of these banks on a long-term

organizations for central bank cooperation

basis.

including the Bank for International

As part of the technology assistance pro-

Settlements (BIS), EMEAP and South East

gram, the Bank of Korea concluded a

Asian Central Banks (SEACEN).

memorandum of understanding with the

The Bank of Korea's Conduct
of Its Business

The Bank of Korea also endeavored to
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Central Bank of Cambodia on technical

international financial system, such as the

assistance and cooperation, and dispatched

G-20, a conference body of major advanced

two officials for technical assistance in the

countries and newly emerging countries.

fields of monetary policy and payment and
settlements.
Besides this, the Bank of Korea held the

4. General Business

Central Banking Seminar, SEACEN
Seminar, and the Meeting of the EMEAP

Deposits and Credits

Working Group on Payments and
Settlements. It also invited central bank

The Bank of Korea's outstanding loans

officials of developing and transition coun-

extended to financial institutions amounted

tries to the Central Banking Study

to 6,409.1 billion won as of the end of the

Program. To strengthen the skills of offi-

year, a decrease of 2,958.5 billion won

cials of the Bank of Korea and other central

from the previous year-end.

banks in the Asian region, the Bank of

The Bank of Korea's deposits rose by

Korea and the Bank of England's Centre for

11,780.1 billion won to 93,595.4 billion

Central Banking Studies(CCBS) jointly

won as of the end of the year under review.

held a training program.

By type of deposit, Korean won-denomi-

In order to cultivate active financial diplo-

nated deposits increased by 3,238.4 billion

macy, it also participated wholeheartedly in

won and foreign currency-denominated

the annual meetings of international finan-

deposits by 8,541.7 billion won in Korean

cial agencies including the IMF/World

won terms, led by those with the Foreign

Bank Group, the ADB, the IDB and the

Exchange Stabilization Fund.

EBRD as well as in meetings related to the

< Table Ⅲ - 11 >

Loans of the Bank of Korea1)
Unit : billion won

Outstanding

Aggregate Credit Ceiling
Note : 1) Excludes loans to government
Source : BOK
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Change

2006

2007

2006

2007

9,367.6`

6,409.1

-4.1

-2,958.5
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Deposits with the Bank of Korea

< Table Ⅲ - 12 >

Unit : billion won

Outstanding

Reserve Deposits by Deposit Money Banks

2007

2006

2007

27,622.4

30,860.8

8,450.0

3,238.4

24,127.7

27,180.1

6,916.1

3,052.4

Non-residents Deposits1)

3,494.7

3,680.7

1,533.9

186.0

Foreign Currency Deposits

54,192.9

62,734.6

6,412.0

8,541.7

1,120.5

1,822.8

222.1

702.3

53,072.4

60,911.8

6,189.9

7,839.4

81,815.3

93,595.4

14,862.0

11,780.1

Reserve Deposits by Deposit Money Banks
Deposits by Foreign Exchange Stabilization Fund
Total

The Bank of Korea's Conduct
of Its Business

Won Deposits

III

Change

2006

Note : 1) Won deposits of international organizations, including the IMF
Source : BOK

es, including real time payment of Treasury

Treasury Business

funds, was replaced by that of the new sysThe government launched the operation

tems.

of its digital budget accounting system

During the year, Treasury revenue

from January 1, 2007 in order to manage

amounted to 1,238,398 billion won and dis-

electronically consolidated fiscal informa-

bursements to 1,224,672.6 billion won.

tion of the central and regional govern-

Accordingly, there was a total surplus of

ments concerning the whole process of

revenue over disbursements of 13,725.4

budget composition, execution and account

billion won during the year, so that as of the

settlement.

end of 2007 the outstanding balance of the

Accordingly, the operation of the govern-

government's current account with the

ment's fiscal and Treasury information sys-

Bank had increased from its 2,529.5 billion

tem that, linked with the Bank of Korea,

won as of the end of 2006 to 16,254.9 bil-

had previously handled Treasury business-

lion won as of the end of 2007.

< Table Ⅲ - 13 >

Revenues and Disbursements of Government
Unit : billion won

2006
Outstanding
Government Current Account

2,529.5

2007
Treasury
Revenue(A)
1,238,398.0

2007

Disbursement(B) Change(A-B)
1,224,672.6

13,725.4

Outstanding
16,254.9

Source : BOK
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< Table Ⅲ - 14 >

Ceilings on Loans to Government
Unit : billion won

Ceilings on Temporary Loans

2006(A)

2007(B)

20,350.0

20,350.0

Change(B-A)
0.0

Source : BOK

In connection with loans to government,

Account and an amount of 1,007.2 billion

the Bank of Korea set the ceiling on credit

won, representing all of the funds that had

to government at 20,350 billion won, the

been extended to it the previous year, were

same amount as the previous year, after

collected.

obtaining approval from the Monetary

Meanwhile, the number of financial insti-

Policy Committee. This was in line with

tutions' headquarters and branches handling

the government's upper limit on temporary

Treasury business as Treasury agencies

borrowings from the central bank that had

stood at 15,789 in all as of the end of the

been duly approved by the National

year under review, 552 more than the

Assembly.

15,237 at the previous year-end.

Looking at the details of the Bank of
Korea's loans to government, loans of 2 tril-

Securities Business

lion won were extended to the government's consolidated account, all of which

During the year under review, Monetary

were subsequently redeemed during the

Stabilization Bonds(MSBs) to a total value

year.

of 156,690 billion won were issued while

Loans of 1,117.2 billion won were

164,740 billion won were redeemed, result-

extended to the Grain Management Special

ing in net issuance of 8,050 billion won.

< Table Ⅲ - 15 >

Loans to Government
Unit : billion won

2006
Outstanding
General Account
Special Account for
Grain Management
Source : BOK
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2007

2007

Loans(A)

Redemption(B)

Change(A-B)

Outstanding

0.0

2,000.0

2,000.0

0.0

0.0

1,007.2

1,117.2

1,007.2

110.0

1,117.2
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raise the financial resources needed for for-

outstanding amount of MSBs reached

eign exchange market stabilization and the

150,340 billion won, 5.1percent less than at

redemption of public funds.

III
The Bank of Korea's Conduct
of Its Business

Consequently as of the end of the year, the

There was net redemption of Foreign

the previous year-end.
Carrying out the issuance and redemption

Exchange Stabilization Fund Bonds, whose

of securities on behalf of the government,

issuance has been integrated with that of

the Bank of Korea issued 48,259 billion

Treasury bonds, since November 2003,

won's worth of government bonds and

amounting to 5,100 billion won during the

redeemed 32,784.1 billion won's worth,

year.

resulting in an expansion of the outstanding

Meanwhile, the scale of the fungible issue

amount issued by 15,474.9 billion won to

of government bonds, issued at identical

stand at 230,373.3 billion won.

maturities and coupon rates during a fixed

Looking at the type of government bonds

period of time in order to encourage the

issued, there was net issuance of 20,574.9

development of the government bond mar-

billion won in Treasury bonds in order to

ket, reached 42,449 billion won, making up

< Table Ⅲ - 16 > Issuance and Redemption of Monetary Stabilization Bonds(MSBs)
Unit : billion won

2006

Monetary Stabilization Bonds

2007

2007

Outstanding

Issuance(A) Redemption(B) Net Issuance(A-B)

Outstanding

158,390.0

156,690.0

150,340.0

164,740.0

-8,050.0

Source : BOK

< Table Ⅲ - 17 >

Issuance and Redemption of Government Bonds1)
Unit : billion won

2006
Treasury Bonds
Foreign Exchange Stabilization
Fund Bonds3)
Total

2007

2007

Outstanding

Issuance(A) Redemption(B)2) Net Issuance(A-B)

Outstanding

206,798.4

48,259.0

27,684.1

20,574.9

227,373.3

8,100.0

0.0

5,100.0

-5,100.0

3,000.0

214,898.4

48,259.0

32,784.1

15,474.9

230,373.3

Notes : 1) Issuance and redemption of government bonds by the Bank of Korea acting for the government
2) Includes early redemption(Buy-back) of 7,574 billion won’s worth of bonds.
3) Since Nov. 12, 2003, their issue has been integrated with that of Treasury bonds with only redemption operations now conducted.
Source : BOK
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< Table Ⅲ - 18 >

Scale of the Fungible Issue of Government Bonds
Unit : billion won

Fungible Issue of

2004

2005

2006

2007

43,220.0

54,100.0

53,186.3

42,449.0

(77.2)

(86.5)

(87.7)

(88.0)

Government Bonds

Note : Figures in parenthesis are percentage shares in total issue of government bonds
Source : BOK

88.0 percent of the total volume of govern-

Financing Special Account was merged

ment bonds issued during the year, 0.3 of a

into the Public Capital Management Fund

percentage point higher than the previous

owing to the revision of relevant laws and

year's 87.7 percent.

regulations, the Bank of Korea started to
manage fiscal financing and fiscal loan

Fund Management Business

redemption operations from March 16,
2007.

The Public Capital Management Fund set

As a result, the Public Capital Management

up by the government for the integrated

Fund (financing account) mobilized 5,641.5

management of public funds, raised

billion won through withdrawal of the prin-

73,598.9 billion won during the year

cipal and interest of deposits and loans. Of

through the issuance of Treasury bonds,

this amount, 4,567.3 billion won was oper-

and entrustments from other funds and Post

ated for the payment of principal and inter-

Office deposits.

est of deposited funds and 743.6 billion

Of this amount, 29,571.3 billion won was

won was used for the execution of loans.

operated with the General Account, the

The Public Capital Management Fund

Public Fund Redemption Fund, and the

(loan account) mobilized 1,121.4 billion

Foreign Exchange Stabilization Fund,

won through withdrawal of relending facil-

38,515.4 billion won was used for the

ities and redeemed 1,001.1 billion won in

redemption of principal and interest on

financing loans.

Treasury bonds, and 3,329.4 billion won

The Public Funds Redemption Fund,

for the payment of principal and interest on

which was set up for friction-free resolution

deposited funds.

of the liabilities of the Deposit Issuance

Meanwhile, as the previous Fiscal
56

Fund Bond Redemption Fund and the Non-
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programs for a wide range of educational

financial restructuring, raised a total of

target groups, including economic lectures

4,619.6 billion won, of which 1,509 billion

for youths and the general public, job train-

won was from the issue of Treasury bonds

ing courses for teachers in charge of social

and 3,063.6 billion won represented a

studies/economics and the Economic

transfer from the General Account.

Camp for Youths.

The resources were operated in the form

Dividing up the performance in delivering

of 4,545.7 billion won(a deposit to the

economics education into that by the Head

Treasury Bond Issue Account) for the pay-

Office and by regional branches, 98,009

ment of principal and interest on Treasury

people received education at 1,164 events

bonds issued.

held by Head Office and 191,597 in 1,301

Apart from this, the Bounty Fund on

events staged by regional branches, making

Farmers' and Fishermen's Property

a grand total of 289,606 participants in

Formation Deposits raised 159.8 billion

2,465 events during 2007.

won, including contributions of 79.1 billion

Besides this, in the Monetary Policy

won from government and 17.8 billion won

Contest which the Bank of Korea holds for

from the Bank of Korea. An amount of

university students nationwide, 70 teams

138.9 billion won was utilized for the pay-

from 50 universities took part in 2007,

ment of legal premiums.

making it a great success.

III
The Bank of Korea's Conduct
of Its Business

Performing Asset Resolution Fund for

For on-site education, the Bank emphaEconomic Education for the General Public

sized substantive content and the delivery
of high-quality economic education by set-

The Bank of Korea effectively pursued

ting the number of people to receive educa-

economic education throughout the year

tion in each event appropriately and receiv-

centering on four axes-on-site education,

ing feedback from lecture participants

online education, development of educa-

through surveys of lecturers.

tion materials and education using the Bank
of Korea Museum.

In the meantime, to help children and
youths study economics systematically by

Firstly, in terms of on-site economics edu-

making use of various educational materi-

cation, it carried out various educational

als without any restrictions as to time or
57

place, the Bank of Korea concentrated its

It also designated 16 schools across the

efforts on the active operation of "BOK

country that showed extensive utilisation

Economic Education Website."

use of the economic education website as

While continuously developing the con-

"cyber economic education model

tent of the website, it held a variety of

schools," laying as a foundation for active

events, including a system for the award of

cyber economic education.

a certificate of completion of cyber eco-

Encouraged by such diversified efforts,

nomic education and an economic compo-

the number of hits registered on the web

sition contest.

site has soared with 1.18 million people

< Table Ⅲ - 19 >

Economic Education Performance
Unit : times, persons

2006
Events

Participants

Events

1,827

255,606

1,739

216,536

-88

-39,070

876

79,873

917

79,739

41

-134

Middle

532

97,183

446

77,941

-86

-19,242

High

367

76,497

286

55,285

-81

-21,212

24

1,023

59

2,392

35

1,369

1,799

254,576

1,708

215,357

-91

-39,219

Lectures

Elementary

1)

Others

Subtotal
Special Program

Change

Participants

Youths(A)

Economics Camp

Participants

21

754

23

860

2

106

Traning for Teachers

7

276

7

292

0

16

Others

-

-

1

27

1

27

Subtotal

28

1,030

31

1,179

3

149

General(B)

Lectures

2007

Events

773

73,063

726

73,070

-47

7

University

274

22,284

227

15,989

-47

-6,925

Military

149

30,814

166

32,272

17

1,458

Police

22

2,337

24

2,410

2

73

Public Officials

56

2,774

56

4,810

0

2,036

Teachers

53

3,363

63

3,301

10

-62

219

11,491

190

14,288

-29

2,797

2,600

328,669

2,465

289,606

-135

-39,063

Headquarters

1,183

101,135

1,164

98,009

-19

-3,126

Branches

1,417

227,534

1,301

191,597

-116

-35,937

2)

Others

Total(A+B)

Notes : 1) Participants of elementary, middle and high schools combined (eg. economic education held at
YMCA)
2) Includes Friday financial lecture, combining officials of other public institutions, office workers and
members of the general public.
Source : BOK
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visiting it during the period under review.

etary and credit policy.
Notably, in August, it grouped provincial

Korea published a cartoon book for chil-

regions, which had been split up into 12

dren and youths, "Pie and Money's Rush-

regions (centering on broad catchment areas

this-Way-and-that Economic Exploration,"

around autonomous entities), into five

while publishing a book, "Everyone's

areas-Incheon Gyeonggi area; Busan Ulsan

Guide to Financial Life," to help people

Gyeongnam area; Daejeon Chungcheong

lead a sound financial life and acquire cor-

area; Daegu Gyeongbuk area; Gwangju

rect financial knowledge.

Jeolla area-and Gangwon, Jeju region. And

It also expanded the exhibition space of

it reformed the reporting system in such a

the Bank of Korea's Currency Finance

way as to allow the regional branches to

Museum, which had been limited to a cer-

describe the regional economy's recent

tain area on the first and second floors of the

flows and status.

III
The Bank of Korea's Conduct
of Its Business

And from then along with this, the Bank of

original Bank of Korea building, to the
whole of the building, and additionally created such experiential spaces as a model
safe and an experience learning class, which
opened on June 12, while operating a variety of programs, including "Children's
Museum Class."
As a result, the number of visitors to the
museum increased by 41 percent from the
previous year to 152,000 in 2007.
In the meantime, head office and regional
branches jointly undertook the monitoring
of regional economic trends every quarter,
making their findings public in a report
entitled "Recent Regional Financial and
Economic Trends," while using them as
reference materials for judgments on mon59

IV
Foreign Exchange Policy and
Financial System Management
of the Government

1. Foreign Exchange Policy

sion funds, including the National Pension
Fund, and friendly societies within its defi-

Expansion of Liberalization
of Foreign Exchange Transactions

nition of institutional investors.
It also made an upward adjustment of the
ceiling on residents' acquisition of overseas

The government twice revised the

real estate for the purpose of investment

"Foreign Exchange Transaction Regulation"

from the previous 1 million dollars to 3 mil-

to facilitate active overseas investment,

lion dollars while abolishing the restrictions

make foreign exchange transactions more

on the types of securities eligible for the

convenient and bring the foreign exchange

objects of overseas direct investment.

transaction system into line with international standards.
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From December, residents making overseas direct investments of less than 10,000

In February, it eased reporting require-

dollars including real estate purchases

ments concerning financial institutions'

were no longer required to make an official

overseas direct investment and changed the

report.

institution to which they should report

It also implemented a series of steps for

overseas direct investment from the

the internationalization of the Korean won.

Ministry of Finance and Economy to a for-

In the case of exports and imports on a

eign exchange bank. It also classified pen-

Korean-won basis, it eased the system from

ANNUAL REPORT

through active use of the foreign exchange

one needing simply a report to it. In the

information network. It also strengthened

case of non-residents' Korean-won-denom-

its cooperation with the government to

inated borrowings and securities lending,

coordinate the foreign exchange policy and

the amounts above which a report to the

the exchange of information concerning

Bank of Korea is required were raised from

market conditions.

a uniform 10 billion won to 30 billion won
and 50 billion won, respectively.

IV
Foreign Exchange Policy and
Financial System Management
of the Government

one requiring permission from the BOK to

Meanwhile, the government issued permission for the establishment of four foreign exchange brokerage companies - GFI

Sustained Drive to Stabilize the Foreign

Korea, Nittan Capital Korea, Tradition

Exchange Market

Korea, and BGC Capital Markets - to boost
the efficiency of the foreign exchange mar-

While allowing the exchange rate of the

ket through competition among foreign

Korean won to be decided in line with the

exchange brokerage companies, expand the

interplay of demand and supply in the for-

volume of foreign exchange transactions

eign exchange market in principle, the gov-

and diversify trading products.

ernment and the Bank of Korea sought to

The government also revised the

smooth out abrupt fluctuations arising from

"Enforcement Decree of the Act concerning

anticipations of its appreciation. In this con-

International Tax Adjustment" (Promulgated

nection, the government issued 19.1 trillion

on December 31, 2007, implemented on

won's worth of Treasury bonds to stabilize

January 1, 2008) to enhance the equity of the

the foreign exchange market during the

tax burden between domestic and foreign

year.

financial institutions. Under the revision, the

The Bank of Korea closely monitored

ceiling on recognition as expenses of the

potentially destabilizing factors in the

interest costs of foreign banks' domestic

international financial market and their

branches' borrowings from their headquar-

knock-on effects and strengthened the

ters was reduced from six times capital to

information collection and the analysis of

three times.

inflows and outflows of foreign currency
funds and financial derivatives transactions
61

2. Financial System Management

Along with this, it divided financial
investment service into six fields, which are

Realignment of Legislation

dealing, brokerage, collective investment

Relating Finance

scheme service, trust service, discretionary
investment advisory service and non-dis-

During 2007, the government revised a

cretionary investment advisory service.

number of finance-related laws and regula-

Applicants who wish to engage in financial

tions, with an emphasis on improving the

investment services should receive

efficiency and soundness of the financial

approval or enrol for those fields of ser-

industry, upgrading the financial infrastruc-

vices they wish to enter either individually

ture and strengthening the protection of

or collectively. Related to this, in the case

financial consumers.

of financial investment service where a
strong possibility of conflicts of interest

Improving the Efficiency and Soundness of

arises, it was made obligatory to forbid the

the Financial Industry

delivery of information concerning trading
and to restrict the holdings of other posi-

As an initial step, pursuing the balanced
development of the financial industry
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tions concurrently by staff and executives,
and the joint use of office space.

through the galvanization of the capital

The government also endeavored to ease

market, the government enacted the

the relevant regulations so as to support

"Financial Investment Services and Capital

financial institutions' overseas advance. In

Market Act" (promulgated on August 3,

the case of banks, it stipulated the standards

2007, to come into force on February 4,

for the establishment of overseas branches

2009). Through this, it defined financial

("Regulation on Supervision of Banking

investment products comprehensively as

Business," August 30, 2007). The manda-

financial products that have the potential to

tory ratio of overseas sales of foreign indi-

give rise to loss of principal and included

rect investment securities set up and man-

financial contracts, such as exchange-trad-

aged by a subsidiary abroad more than half

ed and over-the-counter derivatives, within

of whose capital is subscribed by a Korean

the scope of financial investment products.

asset management company was lowered
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ernment has consistently tried to upgrade

level as in the case of a foreign asset man-

the financial infrastructure including the

agement company ("Regulation on

prevention of unfair trade and the reform of

Supervision of Indirect Investment Asset

regulations concerning foreign exchange

Management Business," April 1, 2007).

transactions.

Meanwhile, to upgrade banks' risk man-

First, to prevent unfair transaction behav-

agement systems and to helf banks achieve

ior between financial institutions and major

appropriate capital adequacy in keeping with

shareholders, the government made it

the enforcement of the New BIS Agreement

obligatory for mutual savings banks, secu-

(Basel II), it differentiated risk weightings

rities companies, futures companies, asset

when estimating credit risk according to a

management companies, merchant banking

borrower's credit rating and added operating

corporations and credit specialized finan-

risk to the targeted objects of equity capital

cial companies to pass a resolution at a

management, along with the previous credit

board of directors' meeting concerning

risk and market risk. Reflecting differences

transactions with their major shareholders

in risk management conditions among indi-

and give public notice of the transactions.

vidual banks, it allowed individual banks to

Mutual savings banks, futures companies,

select one approach from various risk mea-

merchant banking corporations and credit

surement approaches, including a standard-

specialized financial companies were

ized approach and their own internal rating

required to designate one or more experts

based(IRB) approach, depending upon their

in the fields of accounting and finance able

risk management ability ("Regulation on

to understand financial statements as mem-

Supervision of Banking Business," promul-

bers of their audit committee.

gated on June 28, 2007, implemented on
January 1, 2008).

IV
Foreign Exchange Policy and
Financial System Management
of the Government

from 50 percent to 10 percent, the same

To enhance the transparency of regulations related to foreign exchange transactions, the government revised the "Foreign

Upgrading the Financial Infrastructure

Exchange Transactions Act" (January 26,
2007). This clearly stipulates the reasons

In order to heighten the transparency of

for which registration or approval under the

financial institutions' management, the gov-

Act may be canceled where an institution
63

conducting foreign exchange business vio-

(promulgated on March 29, 2007, imple-

lates legislation related to registration and

mented on June 30, 2007) which had been

approval. The revised legislation also laid

abolished in 1998. The highest interest rate

down guidelines including the suspension

on contracts concerning pecuniary loans,

and limitation and the cancelation of

except for credit business, was limited and

approval of foreign exchange transactions

it was provided that it should be set consid-

or payment.

ering the economic situation within a range

To promote the autonomy of financial
institutions, it allowed them to decide for

not exceeding 40 percent a year by
Presidential Decree.

themselves whether to reflect in their

In tandem with this, the "Act on Registration

screening for the extension of credit the

of Credit Business and Protection of Financial

instructions of the Securities & Futures

Users" (promulgated on December 21, 2007,

Commission, after comprehensively con-

implemented on March 22, 2008) was

sidering the company's debt servicing

revised to make a downward adjustment of

capacity, profit structure and growth ("Act

the ceiling on interest rates offered by lenders

on External Audit of Stock Companies,"

from 70 percent a year to 60 percent a year

September 30, 2007).

and to insert an article giving the Governor of
the Financial Supervisory Service the official

Strengthening the Protection of Financial

authority to examine credit businesses.

Consumers

Specifically, by Presidential Decree, the ceiling on interest rates charged by lenders to

The government undertook the revision of

individuals or small corporations was low-

related systems to protect persons with low

ered from 66 percent a year to 49 percent a

credit ratings from the high interest rates

year, thereby reducing the interest burden on

and unlawful business operations of unreg-

users of credit businesses. ("Enforcement

istered private money lenders and credit

Decree of Act on Registration of Credit

businesses.

Business and Protection of Financial Users,"

To protect financial consumers from
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October 4, 2007).

unregistered private money lenders, first, it

Meanwhile, the "Korea Housing Finance

reenacted the "Interest Limitation Act"

Corporation Act" (April 12, 2007) was
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revised to encourage the active use of

and the vicarious payment of deposits on

reverse mortgages to provide a stream of

behalf of troubled institutions.
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payments akin to an old age pension or
annuity for senior citizens mortgaging their

Merger and Liquidation of Financial

own home. In view of the difficulty of stim-

Institutions

ulating the provision of a pension or an
annuity linked to a reverse mortgage owing

In 2007, there were only a few instances

to the large collection risk of such loans

of mergers between financial institutions or

arising from the potential length of the

exits from the market as the financial

mortgage and the possibility of a rise in

restructuring since the Asian financial crisis

interest rates or a fall in housing prices, the

moved into its final stage. Spontaneous

business of guaranteeing pensions based on

M&A activities to heighten competitive-

reverse mortgages was added to the busi-

ness and improve efficiency, however, con-

ness scope of Korea Housing Finance

tinued and the exit of ailing financial insti-

Corporation.

tutions also persisted in certain financial
spheres such as mutual savings banks and

2. Financial Institution Restructuring

credit unions.
Looking at voluntary merger activities

Throughout the year 2007, the govern-

among financial institutions, Shinhan

ment encouraged financial institutions to

Financial Group incorporated LG Card as

carry out restructuring at their own initia-

its subsidiary in March and merged LG

tive and consistently pushed for the

Card with its another subsidiaries, Shinhan

improvement of management, merger or

Card, in October. Hana Financial Group

liquidation of certain ailing financial insti-

acquired 100 percent of the stocks of Hana

tutions.

Life Insurance owned by Hana Bank in

In the process, Korea Deposit Insurance

conformity with the stipulation of the

Corporation provided support amounting to

"Financial Holding Company Act" that a

132 billion won from public funds to finan-

banking subsidiary of a financial holding

cial institutions for compensation for loss-

company cannot exercise control over a

es, the purchase of non-performing assets,

securities or an insurance company.
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Meanwhile, Tong Yang Life Insurance

Support for Financial Institutions from

acquired Tong Yang Investment Trust

Public Funds

Management as its subsidiary in September
and Mirae Asset Life Insurance took over

During 2007, support from public funds

the Hong Kong subsidiary of Mirae Asset

was injected into financial institutions by

Securities in November. After acquiring

way of Korea Deposit Insurance Corporation

Landmark Asset Management in July, ING

for compensation for losses, the purchase of

Group merged it in October with ING

non-performing assets, and the vicarious

Asset Management, which it had set up in

payment of insured deposits.

November 2006.

Looking at the details of the support

< Table Ⅳ - 1 > Changes in the Number of Financial Institutions(1998~2007)1)
Unit : number

Number of
institutions
at the end
of 1997

1998~2006
EXIT2)

Merger3)

2007

Newly
established

EXIT2)

Merger3)

Number of
institutions
Newly
at the end
established of 2007

Banks

33

5

10

-

-

-

-

18

Merchant Banking
Corporations

30

22

7

1

-

-

-

2

Securities
Companies

36

8

7

20

-

-

-

41

Asset Management
Companies4)

31

6

6

304)

-

1

3

51

Life Insurance
Companies5)

31

9

5

4

-

-

-

21

Non-life Insurance
Companies

14

2

1

5

-

-

-

16

Mutual Savings
Banks

231

108

29

16

4

-

2

108

Credit Unions

1,666

534

119

11

11

7

1

1,007

Total

2,072

694

184

874)

15

8

6

1,264

Notes : 1) Excludes branches of foreign financial institutions.
2) Includes revocation of license (application), bankruptcy and liquidation.
3) Number of financial institutions that ceased to exist following mergers.
4) Investment trust management companies and the former asset management companies have been classified among asset management companies since 2004. Prior to 2003, the figures were compiled on the basis
of investment trust management companies, but those after 2004 include the former asset management
companies (13 companies as of the end of 2003)
5) Excludes Postal Insurance
Source : Financial Supervisory Service
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By type of financial institution, support

for the compensation of losses amounted to

from public funds for banks came to 4.2

53.2 billion won while 53 billion won was

billion won, that for securities companies to

provided for the purchase of non-perform-

62.7 billion won, that for merchant banking

ing assets and 25.8 billion won for the vic-

corporations to 12.7 billion won, and that

arious payment of deposits on behalf of

for mutual savings banks to 52.2 billion

failed financial institutions.

won.
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amounting to 132 billion won, funds used

Public Funds Injected in 2007

< Table Ⅳ - 2>

Unit : hundred million won

Compensation
for Losses

Purchase of
Assets

Repayment
of Deposits

Recapitalization

Total

Banks

42

-

-

-

42

Securities
Companies

97

530

-

-

627

Insurance
Companies

-

-

-

-

-

Merchant
Banking
Corporations

-

-

127

-

127

393

-

129

-

522

-

-

2

-

2

532

530

258

-

1,320

Mutual Savings
Banks
Credit Unions
Total

Source : Korea Deposit Insurance Corp., the Public Fund Oversight Committee
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V
Financial Status and
Organizational Changes

1. Financial Status

eign-currency denominated securities subject to repurchase agreements.

Assets

Meanwhile, the Exchange Revaluation
Adjustment Account, which reflects

As of the end of 2007, the total assets of

changes in the translation value of foreign

the Bank of Korea stood at 323,460.2 bil-

currency assets affected by exchange rate

lion won, an increase of 20,455.2 billion

fluctuations, suffered a decline of 9,231.2

won over the end of the previous year.

billion won owing to the Korean won's

By type of asset, securities holdings grew

depreciation.

by 20,636.1 billion won during the year.
Foreign-currency denominated securities

Liabilities and Capital

rose by 17,896.8 billion won, reflecting the

68

expansion of foreign exchange holdings,

The total liabilities of the Bank of Korea

and Korean won-denominated securities

as of the end of 2007 stood at 321,907.6

increased by 2,739.3 billion won owing to

billion won, representing an increase of

outright purchases of Treasury bonds.

20,917.7 billion won during the year.

Securities acquired under repurchase agree-

By class of liability, Monetary

ments increased by 13,302.8 billion won

Stabilization Bonds(MSBs) declined, but

because of the rise in the holdings of for-

government deposits, deposits and curren-
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swelled by 13,725.4 billion won owing to

redemption of MSBs amounting to 8,050

an increase in tax revenues. Deposits rose

billion won, but government deposits

by 11,780.2 billion won owing to the

< Table Ⅴ - 1 >

V
Financial Status and
Organizational Changes

cy issuance all increased. There was a net

Financial Status
Unit : billion won

Assets
Current Assets
Gold and silver bullions
Holdings of SDRs
Securities
Due from banks
Loans on bills
Securities bought under resale agreement

2006

2007

change

303,005.0

323,460.2

20,455.2

295,627.9

315,931.6

20,303.7

69.0

69.7

0.7

50.2

64.3

14.1

217,961.6

238,597.7

20,636.1

34,193.8

29,485.5

-4,708.3

9,367.6

6,409.1

2,958.5

0.0

13,302.8

13,302.8

1,007.2

1,117.2

110.0

0.0

0.0

0.0

32,978.5

26,885.3

-6,093.2

(26,119.3)

(16,888.1)

(-9,231.2)

7,377.1

7,528.6

151.5

303,005.0

323,460.2

20,455.2

300,989.9

321,907.6

20,917.7

300,432.0

321,326.7

20,894.7

27,843.1

29,321.9

1,478.8

158,390.0

150,340.0

-8,050.0

2,529.5

16,254.9

13,725.4

Deposits

81,815.3

93,595.5

11,780.2

Securities sold under repurchase agreement

25,076.4

23,957.8

-1,118.6

101.9

108.0

6.1

4,675.8

7,748.6

3,072.8

Loans to government
Loans to international finance organization
Other current assets
(Exchange Revaluation Adjustment Account)
Fixed Assets
Liabilities and Capital
Liabilities
Current Liabilities
Currency issued
Monetary Stabilization Bonds issued
Government deposits

Allocation of SDRs
Other current liabilities
Long term liabilities

557.9

580.9

23.0

2,015.1

1,552.6

-462.5

Legal reserve

2,194.1

1,997.3

-196.8

Voluntary reserve

1,580.7

Capital

0

-1,580.7

Undivided earned surplus

-1,759.7

-444.7

1,315.0

(Net profit for the period)

(-1,759.7)

(-444.7)

(1,315.0)

Note : The figures for individual account entries are rounded so as to balance the equation of assets and liabilities plus
capital.
Source : BOK
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Exchange

13,589.9 billion won. Interest received on

Stabilization Fund deposits, and currency

securities holdings increased by 2,594.1

issuance increased by 1,478.8 billion won.

billion won from the previous year to reach

expansion

of

Foreign

The balance of the Bank of Korea's capital

9,720.7 billion won thanks to an increase in

account stood at 1,552.6 billion won as of

the rate of return on swap operations

the end of the year under review, a reduc-

involving foreign-currency denominated

tion of 462.5 billion won from the end of

securities.

the previous year. This decline resulted

The interest received on deposits rose by

from a net loss for the period of 444.7 bil-

51.8 billion won from the previous year to

lion won and a contribution of 17.8 billion

reach 1,531.5 billion won, helped by an

won to the Bounty Fund on Farmers’ and

increase in foreign currency deposits.

Fishermen’ Property Formation Deposits.

Meanwhile, total operating expenses grew

Meanwhile, the net loss for 2007 of 444.7

by 2,136 billion won from the previous

billion won was made up by transfer from

year to stand at 14,081.1 billion won.

the legal reserve.

Interest paid on MSBs increased by 671.8
billion won from the previous year to reach

Income and Expenses

7,478.1 billion won owing to the upward
movement of interest rates.

For the year under review, the Bank of

Interest paid on deposits increased by

Korea's net deficit for the period narrowed

306.2 billion won to reach 2,644.1 billion

by 1,315 billion won from the previous

won owing to the expansion of Foreign

year to register 444.7 billion won. This

Exchange Stabilization Fund deposits.

comparative improvement was attributable

Losses from securities transactions

to the growth of operating revenue includ-

increased by 586 billion won from the pre-

ing interest on securities and deposits,

vious year to stand at 986.4 billion won in

which served to offset the increase in oper-

response to rollover transactions to replace

ating expenses including interest payments

foreign-currency denominated bonds that

on deposits and MSBs.

had been purchased at a time of low interest

Operating revenue grew by 3,406.9 billion won from the previous year to stand at
70

rates.
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< Table Ⅴ - 2>

Income Statement
Unit : billion won

2006
Operating Revenue

2007
13,589.9

3,406.9

9,553.2

12,587.9

3,034.7

Interest on securities

7,126.6

9,720.7

2,594.1

Interest on deposits

1,479.7

1,531.5

51.8

238.3

209.9

-28.4

Interest on securities bought under resale agreement

34.4

52.6

18.2

Interest on loans to government

32.6

39.6

7.0

Interest on loans on bills

Interest on loans to international finance organization
Miscellaneous interest received
Commissions received
Profits on sales of securities

0.7

0.0

-0.7

640.9

1,033.6

392.7

55.5

102.2

46.7

564.6

899.8

335.2

Profits on foreign exchange transactions

9.6

0.0

-9.6

Other operating revenue

0.1

0.0

-0.1

11,945.1

14,081.1

2,136.0

10,938.6

12,436.7

1,498.1

lnterest on deposits

2,337.9

2,644.1

306.2

Interest on MSBs issued

6,806.3

7,478.1

671.8

Interest on securities sold under repurchase agreements

1,087.8

1,135.4

47.6

706.6

1,179.1

472.5

Operating Expenses
Interest and discount paid

Miscellaneous interest paid
Commissions paid

62.8

78.9

16.1

400.4

986.4

586.0

0.0

10.3

10.3

Banknote and coin manufacturing expenses

198.1

206.2

8.1

General and administrative expenses

297.5

308.0

10.5

47.7

54.6

6.9

-1,762.1

-491.2

1,270.9

13.6

56.2

42.6

Losses on sales of securities
Losses on foreign exchange transactions

Other operating expenses
Operating profit
Non-operating revenue
Non-operating expenses

11.2

9.7

-1.5

Profit before income taxes

-1,759.7

-444.7

1,315.0

0.0

0.0

0.0

-1,759.7

-444.7

1,315.0

Income taxes
Net profit for the period

Financial Status and
Organizational Changes

10,183.0

Interest and discounts received

V

change

Note : Figures are rounded for account entries to bring operating revenue and operating expenses into balance.
Source : BOK

71

2. Organizational Changes

Along with this, specialized groupings
were established to meet the demand in

To reinvigorate its organization in the face

new fields such as knowledge manage-

of a changing environment at home and

ment, integrated risk management, and

abroad and to emerge as a central bank

research concerning the payment and set-

enjoying the full confidence of the public,

tlement system.

the Bank of Korea laid out its "Medium and

The Bank of Korea merged the business

Long-term Development Strategy" and

teams and issue teams of Daegu

"Management Reform Plan" in August

Gyeongbuk Branch, Gwangju Jeonnam

2006 and, on the basis of these, it undertook

Branch and Daejeon Chungnam branch

a major reorganization in February 2007.

into business teams to reflect the changes in

Firstly in terms of the details of the reor-
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their work-load.

ganization as it affected the department

In the case of Jeju Branch and Gangwon

structure, "offices under direct departmen-

Branch, which have a relatively heavy work

tal control" were set up in some large the

load concerning planning and research busi-

departments characterized by the director's

nesses and distinct geographical characteris-

broad span of control, including Computer

tics, the existing Planing and Research

Information Department, Economic

Teams were expanded and reorganized as

Statistics Department and International

Planning & Research Offices consisting of a

Department. Although these newly-estab-

Planning & PR Team and an Economy

lished offices remained under the control of

Research Team to strengthen the planning

the department directors, the heads of the

and research function.

offices were able to exercise authority on

In accordance with the Management

their behalf over the teams involved con-

Reform Plan and the recommendation of

cerning job performance.

the Board of Audit and Inspection , the

A number of small teams were merged or

Bank drew up a Plan for the Renovation of

abolished in order to maintain the appropri-

Local Organizations (December 2006) to

ate team size of 6-15 persons and some sec-

realign local organizations whose work-

tions whose staffing levels had been close

load had declined or whose management

to team levels were upgraded to teams.

efficiency had fallen sharply owing to

ANNUAL REPORT

institute and one center) and 12 offices

ness environment. In line with this, on

attached to departments(11 offices and one

March 3, 2007, it closed down three

institute) with 117 teams in all(111 teams

Representative Offices - Gumi Office affili-

and six research centers) reporting to them

ated with Daegu & Gyeongbuk Branch,

in its Head Office.

Suncheon Representative Office of

It also had 16 branches in Seoul and

Gwangju Jeonnam Branch and Jinju

provincial regions with seven planning and

Representative Office of Gyeongnam

research offices, and 54 teams reporting to

Branch.

them plus six overseas representative

As of the end of the year 2007, the Bank

offices. The total number of the Bank of

of Korea had a total of 16 departmental

Korea's staff came to 2,174 persons, a

divisions (12 departments, two offices, one

decrease of 36 from the previous year.

V
Financial Status and
Organizational Changes

changes in their external and internal busi-

Organizational Structure

< Chart Ⅴ - 1 >

Monetary Policy Committee
Governor
Senior Deputy Governor

Auditor

Deputy Governors
Branches

Audit Department

Business
Management
Financial
Stability

Monetary
Policy

Head Office

International
Finance

Research
&
Statistics
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Organization of the Bank of Korea
(As of Dec. 31, 2007)

Budget & Managemant Department

Planning & Innovation Team, Planning & Budget Team, Organization Management Team, Expense Accounting Team, Integrated Risk Management Team.

Knowledge Managment Office
& Library

Knowledge Managment Team, Library

Legal Office

Legal Planning Team, Legal Application Team

Monetary Policy Committee Office

Committee Administration Team, Committee Member Assistant Team

Secretariat
Press Office

Deputy
Governor

Monetary Policy
Committee

Governor

Senior Deputy
Governor

Deputy
Governor

Deputy
Governor

Deputy
Governor

Information Technology Department

Information Technology Planning & Coordination Team, Accounting Systems Team, Settlement Systems Team, Information Systems Team, Information Technology Systems
Management Office (Systems Management Team, Server, PC & Network Management Team)

General Affairs Department

Personnel Management Team, Payroll & Welfare Team, Staff Relations Team

Human Resources
Development Institute

Training Administration Team, Training Planning Team, Training Management Team, Instruction & Research Team

Properties Management Office

Properties Administration Team, Facilities Administration Team, Procurement Service Team

Security Department

Security & Emergency Planning Team, Guard Team

Economic Education Center

Economic Information Team, Public Relations Team, Economic Education Development Team, Economic Education Management Team

Research Department

Overall Research & Forecasting Team, Monetary & Fiscal Research Team, Financial Industry Team, Economic Activities Analysis Team, Inflation Research Team,
Industry Analysis & Regional Economies Team, International Trade Team

Overseas Economic
Information Office
Economic Statistics Department

Monetary & Financial Statistics Team, Flow of Funds Team, Balance of Payments Statistics Team, Corporate Statistics Team, Price Statistics Team, National Income Statistics Team,
Input-Output Statistics Team, Statistics Development & Survey Office (Statistics Development Team, Economic Survey Team)

Institute for Monetary &
Economic Research

Research Planning & Coordination Team, Monetary Studies Team, Finance Studies Team, International Economics Team, Macroeconomics Studies Team,
Northeast Asian Economic Studies Team, Economic Institutional Studies Team

Monetary Policy Department

Monetary Policy Planning & Coordination Team, Credit & Reserves Policy Team, Monetary Policy Analysis Team, Monetary Policy Cooperation Team, Monetary Policy Research Team

Financial Markets Department

Monetary Affairs Team, Market Operations Team, Money Market Team, Fixed Income Market Team, Equity Market & Corporate Finance Team

Financial System Stability
Department

Banking Analysis & Coordination Team, External Affairs Team, Risk Analysis Team, Banking Research Team, Financial Stability Analysis Team, Bank Analysis Team Ⅰ∙Ⅱ∙Ⅲ

Payment System & Treasury Service
Department

Payment Systems Policy Team, Payment Systems Stability Team, Payment Systems Management Team, Electronic Banking Team, Loans & Settlement Team

Treasury & Debt Securities
Office

Treasury Team, Debt Securities Team

Currency Issue Department

Issue Policy Team, Planning Team, Issue Team, Verification & Counting Team

International Department

International Planning Team, International Finance Research Team, Foreign Exchange Business Team, Foreign Exchange Review Team, Foreign Exchange Market Team,
International Finance Monitoring Team, Foreign Exchange Analysis & Investigation Office (Foreign Exchange Analysis Team, Foreign Exchange Investigation Team, Foreign Exchange
Information Systems Team)

International Relations Office
Deputy
Governor

Overseas Economic Analysis Team, Europe & the Americas Team, Asia Team

International Cooperation Team, Central Bank Cooperation Team, International Organization Team

Represenatative Offices: New York, Frankfurt, Tokyo, London, Hong Kong, Beijing
Reserve Management Department

Reserve Management Planning Team, Risk Management Team, Performance Analysis Team, External Managements Team

Reserve Investment
Office

Investment Strategy Team, Portfolio Management Team Ⅰ∙Ⅱ∙Ⅲ∙Ⅳ

Reserve Management Support
Office

Settlement Team, Reserve Information System Team

Branch : Busan, Daegu Gyeongbuk, Mokpo, Gwangju Jeonnam, Jeonbuk, Daejeon Chungnam, Chungbuk,
Gangwon, Incheon, Jeju, Gyeonggi, Gyeongnam, Gangneung, Ulsan, Pohang, Gangnam
Auditor

Audit Department

Audit Planning Teams, Audit Team Ⅰ∙Ⅱ∙Ⅲ∙Ⅳ∙Ⅴ

General Affairs Team, Planning & Research Office(Planning & Financial Research Team,
Economic Research Team) Planning & Research Team, Credit & Reserves Team, Issue Team,
Verification & Counting Team
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Members of the Monetary Policy Committee
(As of 31 December, 2007)

Lee, Seongtae
Governor of the Bank of Korea

Kang, Moon-Soo
Recommended by the Minister of
Finance and Economy

Lee, Duk-Hoon
Recommended by the Governor
of the Bank of Korea

Lee, Sung-Nam
Recommended by the Chairman of the
Financial Supervisory Commission

Lee, Sung-il
Senior Deputy Governor
of the Bank of Korea

Shim, Hoon
Recommended by the Chairman
of Korea Federation of Banks

Park, Bong-Heum
Recommended by the Chairman of Korea
Chamber of Commerce & Industry
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Executives of the Bank of Korea
(As of 31 December, 2007)

Governor

Lee, Seongtae

Senior Deputy Governor Lee, Sung-il

Deputy Governor

Yun, Han-Keun

Deputy Governor

Kim, Byung-Hwa

Deputy Governor

Lee, Ju-Yeol

Deputy Governor

Song, Chang-Hun

Deputy Governor

Rhee, Gwang-Ju

Auditor

Nahm, Sang-Duck
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Main Economic Indicators
Unit

2004

2005

2006

2007

2007.1

2

37,272.4

38,785.2

41,664.0

48,543.7

47,851.4

3

1)

Money

Reserve money
<Period-averages>

billion won

<End of period>

billion won

%
%

49,493.5

48,936.8

(4.2)

(4.1)

(7.4)

(16.5)

(15.8)

(18.8)

(19.4)

38,791.8

43,249.0

51,869.5

56,399.0

48,689.8

46,907.2

50,807.8

(-4.8)

(11.5)

(19.9)

(8.7)

(10.7)

(12.7)

(12.1)

306,842.5

332,902.1

330,134.1

(8.3)

(8.5)

(-0.8)

321,727.7

332,344.9

371,087.6

(7.6)

(3.3)

(11.7)

M1
<Period-averages>

billion won
%

<End of period>

billion won
%

312,832.3 353,494.2
(-5.2)

(7.9)

316,382.7 348,010.2
(-14.7)

(6.6)

350,734.7 335,446.8
(7.4)

(3.0)

348,717.8 310,482.8
(7.7)

(-3.7)

M2
<Period-averages>

billion won
%

<End of period>

billion won
%

929,640.6
(4.6)

993,960.1 1,076,682.4 1,197,094.8 1,143,814.9 1,154,108.8 1,162,429.3
(6.9)

(8.3)

(11.2)

(11.3)

(11.5)

(11.5)

954,722.5 1,021,448.7 1,149,262.1 1,273,611.9 1,143,372.7 1,150,628.0 1,164,050.7
(6.3)

(7.0)

(12.5)

(10.8)

(11.6)

(11.9)

Lf
<Period-averages>

billion won 1,260,547.1 1,348,818.8 1,454,858.8 1,603,516.0 1,536,010.8 1,547,512.8 1,557,701.9

<End of period>

billion won 1,295,821.8 1,391,559.6 1,538,299.7 1,691,565.2 1,535,799.5 1,546,867.2 1,559,775.9

%
%

(6.1)
(7.1)

(7.0)
(7.4)

(7.9)
(10.5)

(10.2)
(10.0)

(9.8)
(10.4)

(9.9)
(10.0)

(10.2)
(10.8)

Interest rates
Call market rate(overnight)2) %per annum

3.62

3.32

4.19

4.77

4.63

4.60

4.60

Yields on corporate bonds3)

〃

4.73

4.68

5.17

5.70

5.32

5.28

5.20

General loans4)

〃

5.90

5.59

5.99

6.55

6.32

6.34

6.37

%

0.06

0.04

0.02

0.02

0.02

0.02

0.01

Ratio of dishonored bills5)
G

D

P

6)

%

4.7

4.2

5.1

5.0

-

-

1.0

Private consumption

〃

-0.3

3.6

4.5

4.5

-

-

1.6

Construction investment

〃

1.1

-0.2

-0.1

1.2

-

-

-0.3

Facilities investment

〃

3.8

5.7

7.8

7.6

-

-

4.5

Exports of goods and services

〃

19.6

8.5

11.8

12.1

-

-

4.0

Imports of goods and services

〃

13.9

7.3

11.3

11.9

-

-

4.9
0.8

Agriculture, Forestry & Fishing

〃

9.2

0.7

-1.5

1.1

-

-

Manufacturing

〃

11.1

7.1

8.5

6.5

-

-

0.4

Electricity, Gas and Water

〃

6.6

7.8

3.4

4.0

-

-

2.2

Construction

〃

1.8

-0.1

0.3

1.8

-

-

0.2

Services

〃

1.9

3.4

4.2

4.8

-

-

1.1

Notes : 1) Figures in parenthesis are rates of increase compared with the same period of the previous year.
2) Period-average, based on uncollateralized intermediated transactions. (Bridge-call transactions
between investment trust management & securities companies and investment trust management
companies are excluded prior to 2004)
3) Non-guaranteed bonds (AA-) with a three-year maturity.
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5

47,485.3

6

48,092.5

7

47,914.3

8

47,500.5

9

47,823.9

10

48,870.6

11

49,370.6
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4

12

48,831.0

50,353.8

(15.3)

(18.1)

(17.7)

(13.2)

(18.7)

(17.8)

(14.3)

(17.6)

(12.2)

50,815.1

48,721.5

50,636.7

49,232.9

49,243.4

51,017.2

52,200.7

51,979.8

56,399.0

(22.1)

(18.1)

(17.6)

(19.2)

(15.3)

(17.7)

(37.4)

(30.9)

(8.7)

305,602.5

301,184.5

302,511.7

302,375.6

298,066.1

299,048.0

297,999.3

299,714.7

307,809.3

(-5.7)

(-7.0)

(-7.5)

(-8.4)

(-8.6)

(-8.7)

(-10.7)

(-11.2)

(-12.5)

302,620.9

297,872.6

307,489.2

297,752.3

293,370.3

304,024.2

304,054.0

306,940.7

316,382.7

(-7.4)

(-9.4)

(-9.3)

(-10.0)

(-9.7)

(-10.9)

(-9.5)

(-10.9)

(-14.7)

1,165,291.0 1,171,148.4 1,190,080.2 1,200,892.7 1,208,052.8 1,219,265.1 1,229,742.1 1,250,790.1 1,269,522.5
(11.1)

(10.9)

(10.9)

(10.9)

(11.4)

(11.0)

(10.8)

(11.3)

(11.5)

1,161,264.0 1,176,274.8 1,204,632.9 1,202,371.7 1,208,678.2 1,227,055.3 1,244,218.2 1,260,623.4 1,273,611.9
(10.6)

(10.5)

(11.3)

(11.7)

(11.3)

(10.3)

(11.9)

(11.7)

(10.8)

1,564,339.3 1,575,635.4 1,596,407.1 1,606,424.5 1,618,788.3 1,631,969.6 1,649,837.0 1,668,541.4 1,689,023.8
(10.1)

(10.1)

(10.4)

(10.0)

(10.3)

(10.3)

(10.4)

(10.4)

(10.6)

1,563,301.8 1,581,906.0 1,608,927.4 1,607,577.7 1,620,365.2 1,642,772.5 1,665,094.7 1,680,476.4 1,691,565.2
(9.8)

(10.2)

(10.6)

(10.1)

(10.1)

(9.8)

(11.2)

(10.7)

(10.0)

4.69

4.61

4.54

4.67

4.92

4.98

5.00

5.00

4.99

5.34

5.49

5.64

5.75

5.70

5.85

5.98

6.16

6.73

6.35

6.48

6.42

6.41

6.56

6.70

6.79

6.80

7.08

0.02

0.02

0.03

0.02

0.02

0.02

0.03

0.04

0.03

-

-

1.7

-

-

1.5

-

-

1.6

-

-

0.9

-

-

1.3

-

-

0.8

-

-

-1.2

-

-

0.2

-

-

1.2

-

-

1.6

-

-

-1.8

-

-

2.1

-

-

3.8

-

-

1.3

-

-

7.0

-

-

4.6

-

-

-1.8

-

-

8.8

-

-

-1.0

-

-

0.9

-

-

-1.1

-

-

3.1

-

-

2.5

-

-

2.9

-

-

0.4

-

-

2.9

-

-

0.8

-

-

-0.8

-

-

0.6

-

-

1.0

-

-

1.4

-

-

1.5

-

-

0.8

4) Average lending rate on new lending of deposit money banks, excluding overdrafts and negative
balance loans
5) Nationwide dishonored value basis, after adjustment for electronic settlement.
6) Compared with the same period of the previous year and figures for the 3rd, 6th, 9th & 12th months
are rates of increase on a quarterly basis.
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Unit

2004

2005

2006

2007

2007.1

2

3

7)

Price indexes

Consumer prices

Producer prices

%

3.6

2.8

2.2

2.5

1.7

2.2

2.2

〃

(3.0)

(2.6)

(2.1)

(3.6)

(0.2)

(0.7)

(0.6)

〃

6.1

2.1

2.3

2.7

1.5

1.7

2.2

〃

(5.3)

(1.7)

(2.2)

(5.1)

(0.0)

(0.2)

(0.5)

22,557

22,856

23,151

23,433

22,729

22,674

23,121

Employment
Number of persons employed

thousand persons

Number of persons unemployed

〃

860

887

827

783

851

861

840

Unemployment rate

%

3.7

3.7

3.5

3.2

3.6

3.7

3.5

8)

Wages

won

All industry

%
won

Manufacturing
Industrial activity indexes
(Manufacturing)
Production9)

2,254,889
(6.0)
2,209,335

2,404,385 2,541,886
(6.6)

(5.7)

2,387,579 2,522,501

2,683,203 2,502,351
(5.6)

(-8.6)

2,688,353 2,366,726

2,853,280 2,521,092
(21.7)

(6.1)

2,957,609 2,410,253

%

(9.5)

(8.1)

(5.7)

(6.6)

(-13.6)

(28.1)

(6.3)

%

10.8

6.3

8.6

7.0

8.8

-0.1

3.3

9)

〃

9.4

5.6

7.8

7.1

8.4

2.3

5.1

9)

Inventories

〃

9.6

5.3

8.9

5.8

10.3

8.1

4.7

Average capacity utilization ratio

〃

80.0

79.5

80.0

80.4

79.2

79.8

79.3

Shipments

Balance of payments
Current account

hundred mil ion U.S.$

281.7

149.8

53.9

59.5

-4.3

4.0

-16.4

(Goods)

〃

375.7

326.8

279.1

294.1

12.9

23.9

23.6

(Services)

〃

-80.5

-136.6

-189.6

-205.7

-19.4

-25.5

-16.9

〃

76.0

47.6

179.7

62.3

20.8

-4.0

36.4

2,538.4

2,844.2

3,254.6

3,714.9

280.9

262.3

303.9

Capital account
Foreign trade10)
Exports

hundred mil ion U.S.$

Imports

hundred mil ion U.S.$

%

%
11)

Foreign exchange holdings
Exchange rate of won12)
againsst U.S. dollar

(31.0)

(12.0)

(14.4)

(14.1)

(20.8)

(10.3)

(13.2)

2,244.6

2,612.4

3,093.8

3,568.5

275.6

254.1

293.0

(25.5)

(16.4)

(18.4)

(15.3)

(19.4)

(8.1)

(12.9)

hundred mil ion U.S.$

1,990.7

2,103.9

2,389.6

2,622.2

2,402.3

2,428.1

2,439.2

won

1,035.1

1,011.6

929.8

936.1

941.0

941.8

940.9

(15.2)

(2.3)

(8.8)

(-0.7)

(-1.2)

(-1.3)

(-1.2)

%

Notes : 7) Compared with the same period of the previous year. Figures in parenthesis are rates of increase compared
with the previous month and figures in yearly date indicate rates of increase compared with the last month
of the previous year.
8) Monthly earnings. Figures in parenthesis are rates of increase compared with the same period of the previous year. Covers establishments with five or more regular employees.
9) Compared with the same period of the previous year.
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5

6

7

8

9

10

11
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4

12

2.5

2.3

2.5

2.5

2.0

2.3

3.0

3.5

3.6

(0.4)

(0.1)

(0.0)

(0.4)

(0.1)

(0.6)

(0.2)

(0.0)

(0.4)

2.5

2.5

2.7

2.4

1.7

2.1

3.4

4.4

5.1

(1.1)

(0.6)

(0.2)

(0.2)

(0.1)

(0.7)

(0.3)

(0.4)

(0.8)

23,520

23,758

23,816

23,750

23,458

23,622

23,750

23,739

23,257

817

779

777

795

756

719

733

733

736

3.4

3.2

3.2

3.2

3.1

3.0

3.0

3.0

3.1

2,515,773

2,381,976

2,673,476

2,692,254

2,629,486

2,956,320

2,556,860

2,435,221

3,482,419

(5.3)

(5.4)

(4.8)

(6.3)

(6.2)

(10.9)

(-0.1)

(5.4)

(5.7)

2,528,484

2,284,933

2,659,894

2,772,661

2,676,567

2,899,449

2,590,930

2,309,607

3,812,072

(7.2)

(5.9)

(6.2)

(9.6)

(8.8)

(12.3)

(-0.6)

(5.9)

(6.7)

6.2

5.8

6.8

13.9

9.1

-3.3

16.2

7.8

9.9

7.4

6.7

6.7

14.4

7.2

-3.9

15.2

7.8

9.0

3.8

3.3

3.6

2.1

4.8

2.2

4.3

4.1

5.8

80.2

81.1

80.9

80.5

81.1

78.8

81.7

80.8

81.0

-20.8

8.4

12.7

15.5

5.7

23.0

24.6

15.0

-8.1

15.2

22.4

32.1

30.4

29.1

37.3

36.4

26.4

4.4

-14.0

-14.8

-15.2

-16.9

-24.5

-17.5

-14.2

-14.6

-12.4

42.0

36.0

-13.6

5.4

-3.0

-35.6

-19.1

-15.0

12.1

299.4

310.4

320.0

302.1

310.0

293.2

344.3

358.1

330.3

(17.0)

(11.1)

(14.5)

(17.2)

(13.6)

(-1.1)

(22.9)

(17.0)

(14.8)

296.0

298.6

285.1

292.2

296.4

271.9

327.4

339.3

339.0

(20.9)

(13.9)

(9.5)

(14.4)

(9.7)

(-1.6)

(27.8)

(26.8)

(23.2)

2,472.6

2,507.4

2,507.0

2,548.4

2,553.0

2,572.9

2,601.4

2,619.3

2,622.2

930.8

927.7

923.8

919.3

938.3

915.1

900.7

921.1

936.1

(-0.1)

(0.2)

(0.6)

(1.1)

(-0.9)

(1.6)

(3.2)

(0.9)

(-0.7)

10) On a customs-clearance basis. Figures in parenthesis are rates of increase compared with the same period
of the previous year.
11) As of the end of the period.
12) Closing rate as of the end of the period. Figures in parenthesis indicate appreciation (+) or depreciation (-)
rates of the won compared with the end of the previous year.
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