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1. Medium-term Strategies

for the Bank as a whole over the next three
years. In accordance with these priorities, all
departments establish and implement their

The Bank of Korea dedicates its utmost

own key business plans for the corresponding

efforts to fulfilling its objectives of securing

fiscal year. The medium-term strategies in

price and financial stability, and to gaining

2019 comprised of nine strategic objectives in

the public’s trust as the nation’s central bank.

the major business areas, and 36 related stra-

To this end, it has annually identified and

tegic plans. The following sections outline the

implemented a set of strategic priorities defin-

key tasks and achievements of these strategic

ing the operational objectives and priorities

plans in the different business areas.

Table Ⅲ- 1. Medium-term Strategies in 2019
1 Enhancing the Effectiveness of Monetary and Credit Policies

Heightening the effectiveness of the operation of policy instruments
Heightening the effectiveness of inflation targeting operations
Building a system for the operation of monetary policy in accordance with
changes in financial and economic conditions
Strengthening communication for the seamless implementation of monetary
policy
2 Carrying Out Policies for Financial Stability Effectively
Checking financial stability conditions and strengthening related communication

Actively participating in discussions on global financial regulation
Working to Promote Stability of the Financial and Foreign Exchange
3
Markets
Working to promote stability of the financial and foreign exchange markets
and enhancing their shock absorption capacities

Expanding capabilities of foreign exchange reserve operations
7 Enhancing the Efficient Supply and Reliability of Currency
Establishing a stable currency supply and management system appropriate
to the changing currency supply and demand conditions
Stepping up research studies on cutting-edge anti-counterfeiting technologies for banknotes and strengthening the system for sharing information on
forged banknotes with other relevant institutions
Expanding research studies related to the currency issue system and
currency demand
8 Strengthening Public Communication and International Cooperation
Strengthening the bank’s public communication and improving the quality of
economic education
Enhancing policy exchanges and cooperation with international forums,
international organizations and other central banks
9 Rationally Managing Organization and Human Resources

Stepping up monitoring of trends in the financial and foreign exchange
markets and analysis of current issues related to them

Enhancing the efficiency of the organization‘s operations and increasing its
accountability

Strengthening the financial safety nets

Enhancing the sophistication of risk management and strengthening crisis
response capacity

4 Ensuring the Safety and Efficiency of Payment and Settlement Systems
Expanding the infrastructure of payment and settlement systems to ensure
financial stability

5

Seeking effective investment strategies for responding to changes in the
market environment

Enhancing specialties and task-specific capacities of staff members, and
strengthening their communication skills

Promoting payment and settlement innovation and development

Improving the performance- and ability-based human resource management system

Strengthening the oversight and policy functions of payment and settlement
systems

Rationally streamlining the compensation and welfare system

Strengthening Research Studies Related to Current Economic Issues and
Expanding Statistics

Improving work infrastructure to ensure safe and effective business performance

Enhancing the accuracy of economic analysis and forecasting

Systematically managing knowledge and information and stepping up
information sharing

Searching out pathways to sustainable growth

Expanding and upgrading IT services

Ensuring that new international statistical standards are applied and take
root stably
Developing and expanding statistics useful in economic forecasting and
analysis
Improving statistical services provided to the public
Strengthening research exchanges at home and abroad

Source: Bank of Korea.
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Analyzing and studying financial stability and strengthening external cooperation

Ensuring stable operation of the foreign exchange reserves
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Supporting optimal monetary policy decision-making and upgrading the
analysis of monetary policy effects

6 Heightening the Effectiveness of Foreign Exchange Reserve Operations

2. Monetary Policy
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tially lower than the level in 2018 and widely
falling short of the inflation target.

The Bank of Korea devotes its utmost ef-

The Bank provided explanations on its im-

forts to the sound development of the na-

plementation of monetary policy by issuing

tional economy by pursuing price stability

the Monetary Policy Report, a statutory report

and paying attention to financial stability, as

submitted to the National Assembly four

well through the efficient establishment and

times a year, as before, and having the Gover-

implementation of monetary and credit poli-

nor of the Bank of Korea attend sessions of the

cies. The Bank has selected inflation targeting

National Assembly to answer questions when

as its operational framework for monetary

requested. Furthermore, in order to enhance

policy, and even under its inflation-targeting

the understanding of economic agents re-

regime, policy decisions are made based upon

garding inflation conditions, in 2019 the Bank

comprehensive consideration of issues such

began to regularly review inflation conditions

as economic growth and financial stability, in

and strengthened communication with the

addition to inflation conditions.

public to provide relevant explanations. The
Bank published a report examining the oper-

In order to effectively achieve its policy

ating status of inflation targeting that includes

objectives, the Bank of Korea determines

the assessment and outlook of inflation condi-

the Base Rate and also operates lending and

tions twice a year, in June and December, and

deposit facilities, carries out open market op-

held press conferences with the governor.

erations, and utilizes the reserve requirement
system.

Figure III- 1. Inflation Target and CPI Inflation
(Year-on-year)

A. Inflation Target

(%)
5

The Bank of Korea has set an inflation target of 2.0 percent, based on the year-on-year
rate of increase in the consumer price index
(CPI) since 2016. The Bank implemented "Inflation Target for 2019 Onwards" from 2019,
which no longer specifies the period of its application while the inflation target is set at 2.0

(%)
5

2.5~3.5%
(Inflation Target)

4

4
2.0%
(Inflation Target)

3

3
2

2

1

1

0

0

percent, the same as recent years (from 2016
to 2018).

-1

-1
2013

2014

2015

2016

2017

Sources: Bank of Korea, Statistics Korea.

The Bank has operated its monetary policy
to ensure that consumer price inflation would
reach the inflation target over the medium
term. Consumer price inflation in 2019 recorded an annual average of 0.4 percent, substan-

2018

2019

B. Base Rate

changes in major countries, as well as whether a slowdown in household debt becomes an

In 2019, the Bank of Korea maintained its

underlying trend. The Bank also took into ac-

accommodative monetary policy stance to

count that, despite the moderation of the pace

ensure the continued recovery of economic

of the increase in consumer prices, this was

growth and stabilization of consumer price

partly affected not only by weak inflationary

inflation at the target level over the medi-

pressure on the demand side and the decrease

um-term horizon, all the while paying close

in the prices of agricultural, livestock and fish-

attention to financial stability. In the process

eries products, as well as oil prices, but also by

of conducting monetary policy, the Bank mon-

the fact that the government strengthened its

itored domestic and overseas risk factors, such

welfare policy.

19)

as trade disputes between the U.S. and China,
During the second half of the year, the Bank

tions and monetary policies, and geographical

decreased the Base Rate by 0.25 percentage

risks; and thus adjusted the degree of accom-

points in both July and October in response to

modative monetary policy, taking into account

heightened overseas risks that would increase

the effects of those risk factors on the domes-

downside risks to growth and prices. These

tic economy and changes in financial stability

policy decision were based on the rationale

such as the trend of rising household debt. In

that the Bank needed to strengthen its eco-

July and October, the Bank reduced the Base

nomic recovery support and to moderate the

Rate so as to support the recovery of economic

downward pressure on prices in response to

growth and ease the downward pressure on

continued sluggish growth and to decreased

prices.20)

inflationary pressure on the demand side ow-

During the first half of the year the Bank

dispute, the subsequent contraction in world

maintained the Base Rate at 1.75 percent per

trade and the delayed economic recovery of

annum. Although domestic economic growth

the semiconductor industry. Meanwhile the

slightly slowed due to sluggish exports and in-

Bank exercised caution to prevent the Base

vestment conditions, this policy decision was

Rate cut from leading to intensified financial

made in consideration of the need to continue

imbalances, closely examining any change in

monitoring the development of external risk

financial stability conditions.

factors behind high uncertainty, including
conditions in the semiconductor market, the

As the Bank decreased the Base Rate twice

U.S.-China trade dispute, and monetary policy

in 2019, its monetary policy stance and gener-

19) For more information, please see “Minutes of the Monetary Policy Board Meeting.”
20) Monetary Policy Board Meetings were held on a total of eight occasions in 2019: in January, February, April, May,
July, August, October and November. Minority comments by Board members were made at five meetings, in May,
July, August, October and November, with Cho Dongchul suggesting a 0.25 percentage point decrease in May,
Lee Il Houng suggesting a freeze in July, Cho Dongchul and Shin Inseok suggesting a 0.25 percentage point decrease in August, Lee Il Houng and Lim Jiwon suggesting a freeze in October, and Shin Inseok recommending a 0.25
percentage point decrease in November.

2. Monetary Policy

ing to the escalation of the U.S.-China trade
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changes in major countries' economic condi-

al financial conditions remained accommoda-

and Monetary Stabilization Account Deposits.

tive, and had positive effects on the real economy through the reduction in the borrowing

As of the end of 2019, the balance of the

costs of economic actors and an improvement

Bank’s won-denominated loans to financial

in their sentiment. However, the trade con-

institutions stood at 15.5684 trillion won, up

traction and increased geopolitical risks due to

by 1.4825 trillion won compared to the end of

global trade disputes hindered any economic

2018.

recovery. Meanwhile, the growth of household
debt continued to slow thanks to the effects of
the government's policy, but the housing price

Table Ⅲ- 2. Loans1) From Bank of Korea
(as of year-end)

hike in Seoul and its metropolitan area in-

(hundred million won)

Outstanding

creased the volume of household-debt growth
40

to a certain degree.

Figure III- 2. Bank of Korea Base Rate
(% per annum)

(% per annum)

4

Change

2018

2019

Bank Intermediated
Lending Support
Facility

140,859

155,684

14,825

Total

140,859

155,684

14,825

Note: 1) Exclude loans to government.
Source: Bank of Korea.

At the end of 2019, the volume of the Bank’s

3

deposits held totaled 133.5456 trillion won,
2

(November 30, 2018)

493.1 billion won lower than at year-end 2018.

(June 9, 2016)

Among them, won-denominated deposits had
(July 18, 2019)

1

(November 30, 2017)

(October 16)

increased by 5.4385 trillion won, and deposits
in foreign currencies had decreased by 5.9316
trillion won.

0
2016

2017

2018

2019

Source: Bank of Korea.

Table Ⅲ- 3. Deposits With the Bank of Korea
(as of year-end)
(hundred million won)

Outstanding

C. Lending and Deposit Facilities
The Bank of Korea offers lending and de-

Won deposits

Change

2018

2019

688,163

742,548

54,385

640,875

697,229

56,354

posit services to financial institutions as part

Financial institutions

of its role as a central bank responsible for

Non-resident1)

47,287

45,319

-1,968

monetary and credit policy. The Bank’s credit

Foreign currency
deposit

652,224

592,908

-59,316

1,340,387

1,335,456

-4,931

businesses in 2019 include the Bank-Intermediated Lending Support Facility, Liquidity
Adjustment Loans and Intra-day Overdrafts,
while its deposit businesses consist of Current
Account Deposits, Fund Adjustment Deposits

Total

Note: 1) Won deposits of international organization, including the IMF.
Source: Bank of Korea.

Strengthening the Bank-Intermediated Lend-

Bank-Intermediated Lending Support Facility

ing Support Facility for Recovery

to support SMEs afflicted by forest fires in
Gangwon Province.22)

Effective Oct. 1, the Bank of Korea adjusted
the ceilings of programs under the Bank-In-

As of the end of 2019, the Bank-Interme-

termediated Lending Support Facility to sup-

diated-Lending Support Facility is being op-

port the recovery of economic growth.

erated with a total ceiling of 25 trillion won,
including 2.5 trillion won under the Support
Program for Trade Financing, 10 trillion won

Support Program for New Growth Engine De-

under the Support Program for New Growth

velopment and Job Creation by 4 trillion won

Engine Development and Job Creation, 6.5

in order to strengthen support for companies

trillion won under the Program for Stabiliza-

that can contribute to expanding new engines

tion of SME Lending, and 5.9 trillion won un-

of economic growth and employment. The

der the Support Program for Regional Enter-

Bank also increased the ceiling of its Support

prises. The facility's interest rates range from

Program for Trade Financing by 1 trillion won

0.50 to 0.75 percent per annum, depending on

to improve exporters' funding conditions. Fur-

the program.

thermore, the revenue required for increasing
these ceilings was sourced through residual
funds from the Program for Stabilization of

Table Ⅲ- 4. Adjustment of Bank-Intermediated
Lending Support Facility Ceiling1)

SME Lending. In addition, the Bank extended

(trillion won, % per annum)

the operation period of the special support
cap under the Support Program for Regional
proportion was specially adjusted upward
from 25 percent to 50 percent to strengthen
support for regional SMEs. Meanwhile, the
Bank suspended the provision of new funds
as scheduled under the Support Program for
Small-scale Business Owners from Nov. 13, as
refinancing loans became no longer available
for the program beneficiaries.

Ceiling

Interest
rate

before

after

Trade Financing Support

1.5

2.5

0.50

New Growth Engine Development and Job Creation

6.0

10.0

0.50

Stabilization of SME Lending2)

11.0

6.5

0.50~0.75

Small-scale Business3)

0.5

-

0.50

Regional Enterprise

5.9

5.9

0.75

Total

25.0

4)

25.0

4)

-

Notes: 1) As of the end of 2019.
2) S
 upport is provided by including the existing credit that
financial institutions had extended under the Support Program for Facilities Investment.
3) A
 s the new supply of refinancing loans to be supported is

In April, with the aim of supporting small
and medium-sized enterprises (SMEs) affected by natural disasters, the Bank decided to

suspended, new support ended on Nov. 13.
4) Includes 0.1 trillion won for reserves that can be facilitated
as necessary.
Source: Bank of Korea.

utilize 10 billion won from the reserves of the
21) The operation period of special support cap, which was scheduled to be ended at the end of August 2019, was
extended to the end of August 2021.
22) With regard to the loan handled by financial institutions, in relation to companies eligible for support, it was decided
that those financial institutions would receive support equivalent to 25 percent of the loans at a low rate, specifically
0.75 percent per annum.

2. Monetary Policy

Enterprises by two years,21) and its supporting

Program
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Specifically, the Bank raised the ceiling of its

Figure III- 3. Bank-Intermediated Lending
Support Facility Ceiling and Interest
Rates
Ceiling(left)

Bank reviewed and reinforced its contingency
plan with regard to open market operations
in response to potential market instability

Interest rate(right)

(trillion won)

cy of open market operations. Meanwhile, the

(% per annum)
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caused by the exacerbation of the U.S.-China
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Flexible Liquidity Adjustment

In 2019, the scale of liquidity adjustment
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1

required on an average outstanding balance
basis was 187.2 trillion won, down 10.1 trillion

5
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won from the previous year. This decline was
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Source: Bank of Korea.

attributable mainly to an increase in reserve
demand caused by the growth in transferable
deposits, in addition to a decline in the supply
of reserves as currency issuance expanded.

D. Open Market Operations

Therefore, the Bank responded in a direction
that reduced the scale of MSBs issuance, re-

The Bank of Korea flexibly adjusted liquid-

verse repos and MSA deposits.

ity to maintain the call rate at the level of the
Base Rate set by the Monetary Policy Board

On an average outstanding balance basis,

through the application of measures such as

the scale of MSBs issuance, net reverse repos,

the issuance of Monetary Stabilization Bonds

(reverse repos minus repos), and MSA depos-

(MSBs), transactions through Repurchase

its decreased by 3.4 trillion won, 2.4 trillion

Agreements (RPs), and accepting term de-

won and 4.4 trillion won, respectively, year-

posits in its Monetary Stabilization Account

on-year in response to the reduced scale of

(MSA). In addition, the Bank improved the

liquidity adjustment required.

invitation system 23) for MSBs issuance to
encourage more institutions eligible for the
MSBs primary market dealer to participate in
competitive bidding, and expanded the scope
of notice information related to bidding results
for MSBs in order to enhance the transparen-

23) MSBs are issued through a competitive auction which is conducted 1-3 times a week as a variable-rate tender and
an invitation system which is carried out once a month as a fixed-rate tender. Under the competitive auction, the
issuance amount is pre-announced and then the successful bid amount for institutions is determined by their bid
rates. In the case of the invitation system, both the issuance amount and the issuing interest rate are made public
and then the amount accepted for institutions is proportionally allocated according to their bid volume. The invitation system consists of two types -the prior invitation system (Invitation II) only for institutions with an excellent track
record of successful bids for MSBs, and the ordinary invitation system (Invitation I) for all eligible institutions.

Figure III- 4. The Share in the Use of the Means
of Open Market Operations1)

Table Ⅲ- 5. Scale of Liquidity Adjustment for
Open Market Operations (average
basis)

MBSs

(trillion won)

2018

Year

Ⅰ

Ⅱ

Ⅲ

100

Ⅳ

Scale of liquidity adjust197.3 187.2 189.4 187.5 188.5 183.6
ment require
MSB

171.5 168.1 168.8 168.2 169.9 165.4

Revete Repos net
outstanding

12.8 10.5 10.6
12.8 10.6 10.6

Repos

0.01)

0.1

13.0

8.7 10.0 10.0

MSAs

MSAs
(%)

3.7
8.0

6.0
8.0

6.3

6.5

8.0

8.1

5.8
6.8

8.2
7.1

6.6
6.5

4.6
5.6

100

80

80

60

60

9.3 10.6 11.5

Reverse
repos

Net Reverse repos

(%)

2019

88.3

86.0

85.7

85.3

87.3

84.7

86.9

89.8

40

40

20

20

9.6 10.6 11.5

- 0.32) 0.03)
8.0

6.7

Notes: 1) Includes 1-day Repo(0.4 trillion won) on Feb. 7, 2018.
		 Includes 1-day Repo(0.4 trillion won) on Apr. 11, 2018.

Source: Bank of Korea.

0
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2014

2015

2016

2017
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2019

Note: 1) E
 xcluding negotiated transactions with the Korea Finance
Corporation(3.48 trillion won, Issued in 2014, redeemed in
2015) and Korea Development Bank(3.45 trillion won, issued
in 2015, the redeemed in 2016).
Source: Bank of Korea.

As a result, the proportion of MSBs among
instruments for open market operations rose
from 86.9 percent in 2018 to 89.8 percent in
2019. On the other hand, the proportions of
net reverse repos and MSA deposits stood at
5.6 percent and 4.6 percent, respectively, in

Adjustment

In August 2019, the Bank of Korea improved
the invitation system for MSBs issuance to
heighten incentives for its eligible counterparties to actively participate in a competitive
auction. The Bank of Korea enlarged the issuance ratio of Invitation I, in which all eligible
counterparties participate, to the entire invitation issuance amount, from 40 percent to 60
percent. Besides, the Bank set different ceiling
on the bidding amount of each institution for
Invitation I tender by its competitive bidding
performances for MSBs, which means that the
Bank allows the well-performing institutions
whose bidding performances are within the
upper 50 percent to bid up to 40 percent of total Invitation I issuance amount while allowing 20 percent for the others. In addition, the
Bank restricted institutions selected as poorly-performing institutions from participating

2. Monetary Policy

2019, down from 6.5 and 6.6 percent in 2018.

Systemic Improvement for Effective Liquidity
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2) Includes 3-day Repo(9.8 trillion won) on Apr. 8, 2019.
		 Includes 1-day Repo(1.7 trillion won) on Aug. 7, 2019.

0

in the Invitation I tender.24)

the Bank managed the liquidity loosely by reducing the scale of reverse repos and MSA de-

Effective May 2019, the scope of notice in-

posits. Therefore, the call rate remained stable

formation regarding the results of competitive

without deviating significantly from the Base

auctions for MSBs was expanded with the

Rate.

addition of items such as the range of bidding
interest rates and the number of institutions

E. Monetary Policy Communication

that participated in or made a successful bid,
in order to enhance the transparency of open
market operations.

The Bank of Korea continued its efforts to
strengthen its communication with market
participants and the public to enable econom-

44

Through these systemic improvements,

ic players to further understand its monetary

the Bank ensured its environment to conduct

policy operations amid conditions of low

open market operations in a more efficient

growth and low prices, and form reasonable

and market-friendly way.

expectations about policy direction.

Promotion of Stability in Financial Markets

First, as the Bank decided to inspect the
conditions of inflation target operations twice

As market volatility greatly increased in

per year starting this year, the governor of

2019 due to the escalation of the U.S.-China

the Bank of Korea attended a press confer-

trade dispute and Japan's export restrictions,

ence in June and December and provided

the Bank of Korea reviewed and improved its

explanations of inflationary conditions, future

contingency plan in response to concerns over

forecasts, risk factors and policy direction.

instabilities in financial markets with regard

The Monetary Policy Report also expanded

to open market operations.

the assessment regarding inflation, including
changes, effects and forecasted trends in key

The Bank flexibly applied diverse instru-

inflation-determining factors. In addition, the

ments of open market operations, consider-

resolution was improved by specifying the

ing changes in financial market conditions.

techniques related to future inflation forecasts

In response to the potential increase in the

and projected inflation, in a way that further

market interest rates volatility caused by the

helps form market participants' anticipation in

short-term supply-demand discrepancy

line with policy intent.

25)

in

the money market at the end of each quarter,

Members of the Monetary Policy Board held

24) The Bank evaluates the results of counterparties’ successful bids for MSBs and selects both excellently-performing and poorly-performing counterparties every month. The Bank allows only excellent-performing counterparties
whose bidding performances are within the upper 30 percent to participate in Invitation II tender, while restricting
poorly-performing counterparties in Invitation I tender. In the past, institutions were restricted from participating in
the Invitation I tender only when selected as poorly-performing counterparties for two consecutive months.
25) In general, there is a tendency for a supply-demand discrepancy to occur in the money market at the end of each
quarter due to the increased redemption of MMFs by corporations, and due to an adjustment in financial ratios by
banks.

Figure III- 5. Monetary Policy Press Conference (July 3, 2019)
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held in Beijing on Nov. 13. At these confer-

ists from major domestic and foreign media

ences, they engaged in in-depth discussions

outlets to strengthen the communication of

on global economic conditions with executives

monetary policy, and they presented briefings

from major central banks and leading figures

on the directions of monetary policy as well

from the financial sector, and engaged in var-

as the conditions of financial markets and the

ious other activities at the international level.

economy. Board members also made active

Board members also participated in major

efforts to enhance the public understanding

conferences and seminars held in Korea, such

of monetary policy by hosting 19 seminars

as the "2019 BOK International Conference,"

aimed at academics, corporate executives,

where they communicated actively with rep-

teachers and college students.

resentatives from academia, government and
various relevant organizations.

Monetary Policy Board members participated as discussion panelists and speakers at major international conferences, including "Low
Wage Growth" held in Sydney on April 4
and 5, "Business Cycles in Small Open Economies" held in Stockholm on Sept. 13 and
14, and "Promoting Economic Financial and
Trade Relations between Korea and China"

2. Monetary Policy

press conferences five times a year for journal-
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Source: Bank of Korea.

Figure III- 6. Visit to POSCO’s Pohang Steel Mill by Members of the Monetary Policy Board (June 14, 2019)
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Source: Bank of Korea.

Members of the Monetary Policy Board
also visited major industrial facilities, such as
Samsung Display and POSCO, and met with
interested parties to discuss topics relevant
to the regional economy and issues related to
business conditions and to the competitiveness of major industries.

Table Ⅲ- 6. M
 ain Communication Activities by
Members of the Monetary Policy Board

Category

Major Participants

Meeting Cycle

Press conferences

Major press reporters at home
and abroad

5 times a year

Academic activities
and lectures

Directors of economic research
institutes, professors, and
college students

Often

Executive members of central
International seminars banks and leading figures from
international finance circles

Often

Executive members of regional
Regional companies
economic organizations and
conferences
CEOs of SMEs

Often

Source: Bank of Korea.

3. Financial Stability

market and financial institution. The Bank
also monitored financial system’s resilience,
such as total loss-absorbency capacity of fi-

A. Analysis and Assessment of Macroprudential Stability

nancial institutions, in preparation for unex-

The Bank of Korea put forth continuous

The Korean financial system remained

efforts to ensure the faithful fulfillment of its

stable on the whole over the course of 2019.

duties related to financial stability, such as

However, led by vulnerable sectors, household

through the comprehensive assessment of

and corporate financial soundness deterio-

financial stability conditions in Korea and the

rated moderately in line with the slowing of

suggestion of policy measures. In response to

domestic and overseas economic growth and

the potential for increased risks to financial

heightened volatility in the financial and for-

stability in line with an domestic economic

eign exchange markets influenced by external

slowdown and deteriorating external condi-

developments, such as the U.S.-China trade

tions, including the U.S.-China trade dispute,

dispute. The Financial Stability Index (FSI),27)

the Bank enhanced its activities related to the

which indicates overall conditions within the

preemptive detection and early warning of po-

financial system, rose to a level close to the

tential risk factors within the financial system.

warning stage (8.0) in mid-2019 for reasons

The Bank also carried out joint inspections of

including the ongoing U.S.-China trade dis-

financial institutions to facilitate the timely

pute and sluggish sentiment among economic

identification of systemic vulnerabilities, and

entities. The eventual easing of relevant un-

actively participated in domestic and interna-

certainties resulted in the stabilization of the

tional policy discussions on financial stability.

index, however.

pected shocks.

financial stability conditions in targeted segments of the financial sector, including credit
markets of households and corporates, asset

26) The Bank has been holding its Financial Stability Meeting on a quarterly basis since 2017 in order for the Monetary Policy Board to evaluate financial stability conditions. In a bid to enhance the communications related to its
Financial Stability Meetings, the Bank distributes a press release and holds a press conference on the day of the
meeting. Following the June and December meetings, the Bank submits a Financial Stability Report to the National
Assembly on the day of its deliberation and approval, as per Article 96 (1) of the Bank of Korea Act.
27) This refers to a composite index (0-100) calculated by standardizing 20 monthly financial and six real-sector indicators (banks, financial markets, external economic conditions, real economy, households, and corporation). It classifies conditions into the three stages of normal, warning, or crisis. The warning stage means the nation is being
influenced by internal and external shocks, but not to a significant degree, while the crisis stage means internal and
external shocks are having a significant influence on the nation. The warning and crisis stage thresholds are set at
8 and 22, respectively, using the “noise-to-signal ratio” method.

3. Financial Stability

The Bank of Korea thoroughly analyzed
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Evaluation of Financial Stability Conditions26)
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Figure III- 7. Financial Stability Index (FSI)

Figure III- 8. Household Credit1)
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The private credit-to-nominal GDP ratio, an
indicator of the level of private sector leverage,
maintained its growth trend, recording 197.4
percent (estimated) at the end of 2019, up 9.7
percentage points from the same period of
the previous year. The growth rate of private
credit was similar to that of the previous year,
while the nominal GDP growth rate fell, resulting in an expansion of leverage. Household credit growth slowed with the tightening
of housing market regulations and household
lending standards, but the debt-servicing
burden of households increased due to the deterioration of household income. Accordingly,
the loan delinquency rate reversed to a slight
upturn particularly in loans by non-bank financial institutions, moderately weakening
the soundness of household debt.
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Notes: 1) Household credit statistics basis.
2) Year-on-year basis.
3) Estimated figure for each quarterly income.
4) Based on the flow of funds statistics.
Source: Bank of Korea.

Corporate credit continued to increase,
mainly loans to small and medium-sized enterprises (SMEs) due to the efforts by banks
to expand lending. The overall financial
soundness of corporations was undermined
in general as growth and profitability declined
with the deterioration of internal and external
business conditions.

Figure III- 9. C
 orporate Credit1) and Financial
Soundness2)

Figure III- 10. C
 ommercial Bank Asset Soundness and Profitability
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Notes: 1) Based on loans to corporations (excluding financial and
insurance companies) by deposit-taking banks (commercial
banks, specialized banks, and foreign bank branches).
2) B
 ased on a total of 2,146 companies, including listed and
some unlisted companies, that submitted business reports.
3) Based on year-on-year rates of increase.
4) T he interest coverage ratio is calculated by dividing a company's operating income by its interest expenses.
Sources: Financial institutions’ business reports, KIS-Value.

Meanwhile, the financial system’s resilience,
described as its capacity to withstand domestic
and external shocks, remained solid. Capital
adequacy ratios at both banks and non-bank
tory standards and banks' liquidity conditions

With regard to financial institutions, the
management conditions for commercial banks
were favorable, with accelerating asset growth
and improved soundness. However, their
profitability declined slightly due to a decrease
in the net interest margin caused by lower
interest rates. The management conditions for
non-bank financial institutions were generally
favorable as well, but their profitability has
diminished somewhat and asset soundness in
some sectors deteriorated.

also generally improved. Under a stress scenario that assumed multiple shocks in the real
and financial sectors, an economic slowdown
and financial market instability caused by the
escalation of a trade dispute, Korean financial
institutions were found to be capable of withstanding the losses from such shocks. With
respect to the nation’s external payment capacity, net external assets and official foreign
reserves reached the highest level on record,
while the ratio of short-term external debt
relative to official foreingn reserve remained
similar to the normal yearly average.

3. Financial Stability

financial institutions greatly exceeded regula-
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16

The Bank plans to examine financial stabil-

Figure III- 11. Capital Adequacy Ratios2)3) of Financial Institutions1)
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ity conditions to guard against the possibility
that factors, such as a domestic or overseas
economic slowdown or growing uncertainty
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other high-risk assets, deepening financial
imbalances.

Notes: 1) Bank refers to commercial banks.
2) T
 otal capital ratio of banks (10.5 percent, 11.5 percent for
D-SIBs), net capital ratio of mutual credit cooperatives (2
percent for supervisory standard; 4 percent for MG community credit cooperatives and 5 percent for Nonghyup),
adjusted capital ratio of credit-specialized financial compa-

Implementation of Joint Examinations and
Discussions of Domestic and International
Financial Stability

nies (7 percent; 8 percent for credit card companies), BIS
capital ratio of mutual savings banks (7 percent; 8 percent
for banks with total assets of 1 trillion won or more), risk-

In a bid to evaluate the effects of stricter

based capital ratio of insurance companies (100 percent),

loan regulations on households and SOHOs

and net capital ratio of securities companies (100 percent).

and vitalization polices for corporate financ-

3) The dotted lines show supervisory standards.

ing, the Bank of Korea examined the lending

Sources: Financial institutions' business reports.

status to households, self-employed business
Figure III- 12 . External Debt-to-Nominal GDP Ratio1)
and Short-term External Debt-to-Official Foreign Reserves Ratio1)
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branches contributed to increasing shortfunds mainly through offshore transactions,
the Bank examined the operations of foreign
banks and the related potential risk. Meanwhile, considering that operational changes
in individual financial institutions can have

1,200

2,000

institutions, it strove to enhance policy effec-

term external debt by raising and operating

(%)

60
3,000

banks. By sharing the results with related
tiveness. In addition, as certain foreign bank

Net external asests(left)

6,000

owners, and corporates at major domestic

20

0
07
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16

19

a greater impact on the financial system due
to the increased interconnectedness between
financial agencies, the Bank reviewed the
management of individual banks, risk factors
regarding their financing and operation of

funds, and their compliance of Bank of Korea

vision (BCBS), the Bank contributed to de-

regulations.

vising measures to respond to emerging risks
to financial stability, such as climate change

Table Ⅲ- 7. B
 ank of Korea’s On-site Joint Examination

and financial innovation sectors, including
crypto-assets and global stablecoins. Further-

(number)

more, the Bank engaged in discussions about

2015

2016

2017

2018

2019

Thematic
examination

financial stability in the Asia-Pacific region

5

3

4

3

4

as a member-institution of the FSB Regional

General
examination

2

3

2

2

2

Source: Bank of Korea.

Consultative Group for Asia and of the Executives Meeting of East Asia & Pacific Central
Banks (EMEAP) Working Group on Banking
Supervision (WGBS).

The Bank also took part in the MacroecoMeanwhile, in November 2019 the Bank

tive Group for Managing Household Debt, to

joined the Network for Greening the Financial

share its understanding of risk factors facing

System (NGFS),29) a forum of central banks

domestic and overseas financial stability and

and supervisors, in a bid to more actively

to discuss countermeasures with related in-

participate in international discussions on

stitutions. In 2019, it evaluated the impact of

financial risks with respect to climate and the

risks to the domestic economic and financial

environment.

system stemming from the U.S.-China trade
dispute, Japanese trade restrictions, and the
intensification of the Hong Kong protests,

B. Macroprudential Policies for the Foreign Exchange Sector

these issues.

Mindful of the negative impact of domestic
and overseas uncertainty on exchange rates

In addition, the Bank has actively partic-

and capital flows, the Bank of Korea made

ipated in discussions at international stan-

constant efforts to forge policies that would

dard-setting bodies, now that emphasis is be-

increase macroprudential stability in the for-

ing placed on information-sharing and policy

eign exchange sector.

cooperation amid increased linkages among
global financial markets. As a member-insti-

It worked to identify structural factors trig-

tution of the Financial Stability Board (FSB)

gering changes in foreign exchange demand

and the Basel Committee on Banking Super-

and supply, such as the declining current ac-

28) T
 his consultative body was created in July 2012 with a membership comprised of deputies from agencies including
the Bank of Korea, the Ministry of Economy and Finance, the Financial Services Commission, and the Financial Supervisory Service. Its regular and ad hoc meetings are chaired by the vice minister of economy and finance.
29) This is a voluntary forum established in December 2017 for the purpose of sharing best practices to manage financial risks related to climate and the environment and for supporting the transition toward a sustainable economy.
As of the end of December 2019, 54 central banks and supervisors had joined.

3. Financial Stability

and explored countermeasures for addressing
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nomic Finance Meeting28) and the Consulta-

count surplus and increases in foreign investment by domestic residents, and to examine

C. E xpansion of Multilayered Financial
Safety Nets

the medium- and long-term influence of these
factors. In addition, as part of its vigilance

Renewing Currency Swap Agreement with

regarding the possibility of higher external

the UAE

debt, the Bank closely monitored related

52

trends. As diverse transaction counterparties

The Bank of Korea worked steadily to

are involved and transactions are growing

strengthen its multilayered financial safety

increasingly complex, it collected more infor-

nets for ensuring a preemptive response to

mation about non-bank financial institutions

any increased uncertainty associated with do-

and derivative transactions. The Bank also

mestic and overseas economic conditions. As

continued its efforts at the preemptive detec-

part of such efforts, it renewed its swap agree-

tion of potential risks in the foreign exchange

ment with the central bank of the United Arab

sector by regularly examining investments by

Emirates (UAE) in April 2019. The amount of

domestic financial institutions in high-risk

the three-year currency swap agreement is

products amid the persistent low interest rates

20 billion dirham, or 6.1 trillion won (approx-

seen across global markets.

imately 5.4 billion dollars). The agreement is
subject to extension with the consent of both

Meanwhile, by reviewing the effects of

parties. The Bank concluded the currency

existing foreign exchange policies, including

swap deal in a bid to vitalize the nation's trade

the foreign currency liquidity coverage ratio

by utilizing the won and the partner currency,

(LCR),

and systemizing the monitoring of

rather than the U.S. dollar, both when global

regulatory observances, the Bank created a

financial markets are stable and unstable. It is

foundation to establish and implement macro-

aimed at enhancing trade and financial coop-

prudential policies

eration between the two countries.

30)

31)

in the foreign exchange

sector in a more elaborate manner. Furthermore, it explored various measures to improve

By supporting trade settlements between

the foreign exchange policy system by appro-

Korea and China with funds from the curren-

priately reflecting changes in domestic and

cy swap agreement with the People’s Bank of

overseas conditions through inspections of

China (PBoC), the Bank continued its efforts

foreign exchange banks and other foreign ex-

to encourage the utilization of the won for

change brokers, and via business consultation

trade settlement and to solidify the institu-

with related institutions.

tional foundation of the currency swap agreement.

30) In January 2017, foreign currency liquidity coverage ratio (LCR = High-quality liquid foreign currency assets/ Foreign
currency net cash outflows for next 30 days) was officially introduced as a regulatory tool. The regulatory ratio was
initially employed differently, according to the specialty of each bank (60 percent for commercial banks, 40 percent
for specialized banks). It was revised upward to 80 percent (60 percent for the Korea Development Bank) in 2019.
31) The macroprudential policies include the macroprudential stability levies system in the foreign exchange sector, the
more stringent management of foreign currency lending, the regulation of foreign exchange derivatives positions,
and the regulation of foreign currency liquidity.

Improvement of the Effectiveness of Financial Safety Nets Across the Region

The Bank of Korea also strove to improve

Table Ⅲ- 8. Current Status of Korea’s Currency
Swap Agreements

Type

the effectiveness of financial safety nets across
the region. First, at the ASEAN+3 Finance
Ministers’ and Central Bank Governors’

Counterparty

Most recent
Maximum amount
signing and Maturity
1)
(U.S. dollar basis )
extension2)

Canada

No maximum amount Nov. 2017 Unspecified

Switzerland

10 billion CHF/11.2
trillion KRW
Feb. 2018 Mar. 2021
(about 10.6 billion USD)

Meeting32) held in May 2019, it played a major role in finally approving the revision33) of

360 billion CNY/64
trillion KRW
(about 56 billion USD)

China

the Chiang Mai Initiative Multilateralization
(CMIM) Agreement,34) a multilateral currency
swap agreement among the ASEAN+3 member countries. As the chair of the meeting in
2018, the Bank took the lead in consulting

Local
Currency
Swaps

Indonesia

115 trillion IDR/10.7
trillion KRW
Mar. 2017 Mar. 2020
(about 10 billion USD)

Australia

10 billion AUD/9 trillion
KRW
Feb. 2017 Feb. 2020
(about 7.7 billion USD)

Malaysia

15 billion MYR/5 trillion
KRW
Jan. 2017 Jan. 2020
(about 4.7 billion USD)

UAE

20 billion AED/6.1 trillion
KRW
Apr. 2019 Apr. 2022
(about 5.4 billion USD)

sion containing a range of necessary measures
to increase the effectiveness of the CMIM,
including strengthening the CMIM liquidity
provision system. Furthermore, the Bank conducted the first real transaction test involving
a real funds transfer at the 10th CMIM test
run

35)

as a means to enhance its capacity to

respond to regional financial emergencies.

U.S. Dollar
Swaps

CMIM

38.4 billion USD3)

Jul. 2014

-

Notes: 1) Based on the exchange rates when the initial currency swap
agreements or their extensions were concluded.
3) T
 he total amount of CMIM is 240 billion dollars, and Korea's
contribution and the maximum amounts that it can draw are
38.4 billion dollars each (16 percent).
Source: Bank of Korea.

32) One among the 10 ASEAN member countries and one among Korea, China and Japan have taken turns to cohost this meeting annually. Korea and Singapore co-chaired the meeting in 2018, and China and Thailand did so in
2019.
33) The main contents of the revision are to strengthen the CMIM liquidity provision system including extension of supporting periods of the IMF-linked portion, expand the application of credit exposure conditions, enhance cooperation with the IMF, and improve external communication.
34) In order to overcome the shortcomings of the bilateral swap agreement under the CMI and enhance its capacity to
respond to emergencies, the ASEAN+3 countries strengthened their financial support system across the region in
March 2010 by launching the CMIM through the multilateralization of the CMI.
35) CMIM test runs had been conducted 10 times by 2019. The 10th test run was the first involving a real funds transfer
carried out according to a scenario where two central banks requested a currency swap of funds and the central
banks of the other ASEAN+3 member countries, including Korea, had to support them.

3. Financial Stability

2) As of end 2019
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among member countries to draw up this revi-

Oct. 2017 Oct. 2020

D. Activation of Emergency Response
to Financial Instability
In order to maintain stability in financial
markets, the Bank of Korea regularly monitored the effects of domestic and overseas factors that cause financial instability on domestic financial markets. When market volatility
was expected to expand, it activated its emergency response system to examine conditions
for domestic and overseas financial markets
and to review countermeasures.
54

When the volatility of price variables in
the domestic and overseas financial markets
increased, for example due to a rejection of
the Brexit deal (January), a breakdown in
the North Korea-U.S. summit talks (March),
concerns over an escalation of the U.S.-China
dispute, Japan's removal of South Korea from
its so-called “whitelist” of favored trading
partners (July), and the depreciation of the
yuan and the U.S. designation of China as
a currency manipulator (August), the Bank
convened meetings of its Monetary and Financial Action Taskforce36) and its emergency
Financial and Economic Conditions Review
and Executive Meetings, led by the governor.
It closely monitored the movements of price
variables, such as interest rates, stock prices,
exchange rates, and the flows of investments
in Korean securities by overseas investors, all
while comprehensively reviewing available
countermeasures. It also worked to prevent
any excessive spread of market anxiety by
strengthening its communication with market
participants.

36) The task force consists of the senior deputy governor, the deputy governors in charge of monetary policy and international affairs, and the heads of the relevant departments. It carries out comprehensive evaluations of the financial
and foreign exchange markets during times of domestic or foreign financial unrest.

4. Currency Issuance

creased by 2.7 percent, continuing the trend
where 50,000-won banknotes are being established as the dominant note type.

As the sole agency with the authority to
issue legal tender, banknotes and coins in
Korea, the Bank of Korea is tasked with providing the public with currency services nec-

Table Ⅲ- 9. B
 anknotes and Coins Issued, Withdrawn and Outstanding by Denomination1)
(hundred million won)

essary for its economic activities. The Bank

2019

worked to ensure a stable currency supply in

WithNet IssuIssuance(A)
drawal(B) ance(A-B)

response to currency demand, while also issuing 10 new series of commemorative coins
honoring Korean history, culture and the natural environment. In addition, the Bank made
multifaceted efforts to create an environment
a sense of confidence and security by promoting through various media channels the
prevention of counterfeit or forged banknotes
from entering circulation and by selecting and
rewarding those who contributed to the arrest
of counterfeiters. It also facilitated the effec-

Banknotes2)

358,584 255,601 102,982 1,231,817 (9.1)

50,000 won

267,373 160,696 106,676 1,053,944 (11.3)

10,000 won

84,295

5,000 won

3,309

3,086

223

14,160 (1.6)

1,000 won

3,607

3,399

208

16,185 (1.3)

430

318

112

25,171 (0.4)

Coins2)
Total

88,420

-4,125

147,347 (-2.7)

359,013 255,919 103,094 1,256,989 (8.9)

Notes: 1) Figures in parenthesis refer to percentage changes compared with the end of previous year.
2) Includes banknotes with denominations of 500 won or
lower, coins with denominations of 5 won or lower, and
commemorative banknotes and coins.
Source: Bank of Korea.

tive performance of its currency issuance and
KOMSCO produced and supplied 720.3

cial institutions, the Korea Minting, Security

million banknotes and coins to the Bank,

Printing & ID Card Operating Corporation

which is 9.5 percent fewer than at the end of

(KOMSCO), and other relevant institutions.

2018. The number of banknotes fell by 32.3
percent, owing primarily to the decrease in

A. Issuance

50,000-won notes, while the number of coins
minted rose by 91.7 percent, mainly due to

Responding to Currency Demand

the increasing demand for 10-won coins. The
total value of produced currency amounted

In 2019, the Bank of Korea issued new

to 5.9712 trillion won, a significant decrease

currency amounting to a total value of 35.9

of 58.9 percent, mainly due to the decrease in

trillion won, while withdrawing 25.6 trillion

50,000-won notes.

won in currency for removal from circulation.
Consequently, as of year-end 2019, the value
of currency in circulation totaled 125.7 trillion
won, up by 8.9 percent from the end of 2018.
By denomination, the amount of 50,000-won
banknotes in circulation increased the most
by 11.3 percent, while 10,000-won notes de-

4. Currency Issuance

circulation duties in cooperation with finan-
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in which the public can use currency with

End of 2019
Outstanding

Table Ⅲ- 10. Production of Banknotes and Coins1)

Number(millions)

Banknotes2)
Coins2)
Total

Value(hundred million won)

2018

2019

2018

2019

650.0

440.0

145,000

59,600

(7.4)

(-32.3)

(25.7)

(-58.9)

146.2

280.3

338

112

(-70.8)

(91.7)

(-59.8)

(-66.9)

796.2

720.3

145,338

59,712

(-28.0)

(-9.5)

(25.1)

(-58.9)

Notes: 1) Figures in parenthesis refer to percentage changes compared with the end of previous year.
2) Excludes commemorative banknotes and coins.
Source: Bank of Korea.
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Issuance of 10 New Series of Commemorative Coins

In 2019, the Bank of Korea issued a series
of commemorative coins six times. Firstly,
the Bank issued five new series of commemorative coins for the Centennial Anniversary
of the March 1st Independence Movement
and the Korea Provisional Government three
times, on Jan. 2, April 11 and Sept. 26, in order
to remember the meaning of the Centennial
Anniversary of the March 1st Independence
Movement and the Korea Provisional Government and to celebrate it with the public.
Also, in order to publicize and celebrate the
18th FINA World Championships Gwangju
2019 and the 100th National Sports Festival
in Korea and abroad, the Bank issued the 18th
FINA World Championships Gwangju 2019
and the 100th National Sports Festival series
of commemorative coins on July 3 and Sept.
26, respectively. With the aim of widely publicizing the exquisite natural environment of
Korea and the future value of ecological preservation, the Bank issued a series of Korean
National Parks commemorative coins on Nov.
14 designed with three motifs based on Song-

nisan, Naejangsan, and Gyeongju national
parks. This series of coins will be issued over a
period of seven years, having started in 2017,
with motifs eventually featuring all 22 national parks in Korea.

Figure Ⅲ- 13. Commemorative Coins Issued in 2019

Type

Design

Materials/
Specifications

Type

(Obverse)
(Reverse)

30,000-won silver coin
18th FINA World Championships Gwangju 2019

- Silver 99.9%
- Diameter
32mm
- Weight 14.0g

57
30,000-won silver coin
100th National Sports Festival

- Silver 99.9%
- Diameter
40mm
- Weight 31.1g

- Silver 99.9%
- Diameter
36mm (vertical
and horizontal)
- Weight 14.0g

30,000-won silver coin
Korean National Parks
(Songnisan)

III. Bank of Korea’s Conduct of Its Business

50,000-won silver coin
Centennial Anniversary of
the March 1st Independence
Movement and the Korea
Provisional Government
(Korea Provisional Government)

4. Currency Issuance

50,000-won silver coin
Centennial Anniversary of
the March 1st Independence
Movement and Korea Provisional Government
(Democratization)

30,000-won silver coin
Korean National Parks
(Naejangsan)

50,000-won silver coin
Centennial Anniversary of
the March 1st Independence
Movement and the Korea
Provisional Government
(The Korean Peninsula)

30,000-won silver coin
Korean National Parks
(Gyeongju)

Source: Bank of Korea.

Materials/
Specifications

(Obverse)
(Reverse)

50,000-won silver coin
Centennial Anniversary of
the March 1st Independence
Movement and the
Korea Provisional Government
(March 1st Independence
Movement)

50,000-won silver coin
Centennial Anniversary of
the March 1st Independence
Movement and the Korea
Provisional Government
(Industrialization)

Design

- Silver 99.9%
- Diameter
32mm
- Weight 14.0g

B. Circulation
Strengthening Publicity to Deter Counterfeits

Figure III- 14. W
 inners of UCC Currency Protection Campaign Contest Aimed at
Younger Generations (November 6,
2019, Seoul)

The Bank of Korea conducted a variety of
promotional campaigns to deter the production and circulation of counterfeit currency
by utilizing public advertisements posted
and broadcast at bus shelters, movie theaters,
leaflets and online “card news” graphics, as
well as on various social media channels and
smartphone applications. The Bank also host58

ed its sixth UCC Currency Protection Cam-

Source: Bank of Korea.

paign Contest, granting awards to eight out of
a record-high total of 154 videos submitted to
the competition. Rewards were also given out

Figure III- 15. Counterfeit Banknotes Detected

twice, in the first and second halves of 2019,
to 10 police stations and to one citizen that
played vital roles in the arrest of counterfeit-

50,000 won

5,000 won

10,000 won

1,000 won

(Number)

(Number)

2,000

ers.

2,000
1,657

1,500

1,500

1,000

1,000

The total number of counterfeit items discovered in 2019 was 267 notes, a decrease of
347 from the 614 notes found in 2018, which
marked the lowest level since 1998 when related statistics were first published. This has

614
500

500
267

mainly resulted from the significant deterrence against the production and circulation
of counterfeit money due to modernized crime

0

0
2017

2018

2019

Source: Bank of Korea.

prevention facilities, including CCTVs and a
heightened currency familiarity among the
public.

Efforts to Enhance the Quality of Cash in Circulation

The Bank of Korea has endeavored to maintain a high quality of cash in circulation by
sorting and eliminating notes and coins unfit
for recirculation due to contamination and
damage, among the cash collected from financial institutions and individuals.

Throughout 2019, a total number of 640.4

Facilitating Coin Circulation

million notes and coins, valued at 4.4 trillion
won, were identified as unfit and destroyed.

In collaboration with the Korea Federation

By currency type, the destroyed cash was

of Banks, the Korean Federation of Commu-

comprised of 614.5 million of banknotes val-

nity Credit Cooperatives, the National Credit

ued at 4.4 trillion won and 25.9 million of

Union Federation of Korea, the Korea Feder-

coins valued at 2.4 billion won. The value of

ation of Savings Banks, and Korea Post, the

damaged notes and coins exchanged through

Bank of Korea implemented a nationwide coin

the Bank of Korea during the year by individ-

exchange campaign through nearly 20,000

uals totaled 7.4 billion won, up by 1.8 billion

financial institution branches across the coun-

won from the 5.6 billion won recorded in

try during May.

2018.

37)

Following the previous year, the Bank
Through this campaign, the financial in-

paign to induce the public to use cash cleanly

stitutions including the Bank of Korea ex-

through SMR(Smart Media Representative)

changed 221.3 millions of coin, valued at 32.2

video advertisement by mobile devices, and

billion won, which was equal to 62.2 percent

has also conducted the campaign to mitigate

of the total amount of coins issued during

the preference of new banknotes.

2019. The Bank of Korea also promoted coin
circulation by providing small cash boxes to
support the coin collecting campaigns carried

Figure III- 16. D
 estruction of Banknotes and
Coins
Value(left)

out by social welfare organizations and local
governments.

Number(right)

(trillion won)

(hundred millions)
8

7

7

6
6.0

6.3

6.4

4.3

4.4

C. Domestic and International Cooperation

6
5

The Bank of Korea continued to enhance its

4

cooperation with the Korea Customs Service,

3

3

the Korean National Police Agency, the Korea

2

2

1

1

0

0

5
4

3.8

2017
Source: Bank of Korea.

2018

2019

Minting, Security Printing & ID Card Operating Corporation, and the National Forensic
Ser vice through frequent exchanges and
sharing of information about trends and characteristics in counterfeit detection through
seminars and workshops. In 2019, the Bank
participated in the Traditional Market Fair
organized by the Seoul Merchant Association
and provided the public with guidance on

37) For more details about the lifespan of banknotes, please refer to Box III-1 Estimating Banknotes Circulation Lifespan in 2019.

4. Currency Issuance

8
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of Korea has carried out promotional cam-

how to detect and report suspected counterfeit notes. The Bank also analyzed the current
methods and standard of counterfeit production by examining counterfeit notes provided
by the Prosecutors' Office after investigation
and trial.
The Bank also participated in conferences,
such as the biennial World Money Fair and the
Currency Conference, in order to expand its
network with other central banks and minting bodies, while sharing information and
60

major issues concerning recent developments
in the minting of commemorative coins and
counterfeit deterrence instruments, as well as
currency and issuance systems.

and 50,000-won banknotes for 162 months.

Box III-1.

The lifespans of 1,000-won and 5,000-won
banknotes are shorter than that for 10,000won notes because 1,000-won and 5,000-

 stimating Banknote Circulation LifesE
pan in 2019

won banknotes are used more frequently for
transactions39), while 10,000-won banknotes
last longer compared to lower-value notes

In general, the lifespan of a banknote re-

since 10,000-won banknotes are also utilized

fers to the period from the issuance of new

as a means of value storage in addition to their

banknotes produced by the Bank of Korea to

transactional purpose. In particular, the lifes-

the withdrawal of those notes too damaged to

pan of 50,000-won banknotes is the longest

be used any more. The lifespan of a banknote

because they are utilized as a means of value

generally depends on the paper quality, usage

storage 40) more commonly than any other

behavior and frequency of use. Accordingly,

banknote.

strengthening the durability of the banknote

The comparison between the estimated

paper, improving banknote usage behavior, or

results from 2019 and those from 2018 show

ensuring a less frequent use of banknotes for

that the lifespans of 1,000-won and 5,000-

payments and settlements.

won banknotes increased by one month and
six months, respectively. These increases in
banknote lifespan are believed to be attribut-

Figure Ⅲ- 17. Lifespan of a Banknote

ed largely to a drop in banknote use owing to
Withdrawal of Discarding of
damaged notes damaged notes

Storage of new
notes

Storage of
damaged notes

the facilitation of non-cash means of payment,
including credit cards, debit cards and easy
payment services, and to the improvement of

Lifespan of a banknote

the public's banknote usage behavior.

Source: Bank of Korea.

The findings of a sample survey38) on the
estimation of banknote lifespan by currency denomination indicated that 1,000-won
banknotes were estimated to circulate for 53
months, 5,000-won banknotes for 49 months,
10,000-won ban k notes for 127 months,

38) After a sampling of banknotes, the lifespans of the samples were tracked to estimate their circulation periods.
39) According to the “Results of the Survey About the Use of Payment Instruments and Mobile Financial Service 2019”
by the Bank's Payment & Settlement Systems Department, individuals make cash payments for 78.3 percent of all
purchases of products and services worth less than 10,000 won.
40) According to the “Results of the Survey on the Usage Behavior of Cash by Economic Actors 2018,” compiled by
the Bank's Currency Department, individuals use 50,000-won banknotes for 79.4 percent of their cash reserves.

4. Currency Issuance

Delivery of new Issuance of new
notes
notes
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the lifespan of a banknote can be extended by
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Table Ⅲ- 11. Comparison of Estimated Banknote
Lifespans in 2018, 2019

Figure Ⅲ- 18. Comparison of Banknote Lifespans
in Major Countries
(months)

(months)

Banknote
denomination

20181)
(A)

2019
(B)

Change
(B-A)

1,000-won

52

53

+1

Country or Region
(Denomination)

5,000-won

43

49

+6

U.S. (1 USD)

70 U.S. (100 USD)

180

Eurozone (5 EUR)

18 Eurozone (500 EUR)

235

10,000-won

121

127

+6

50,000-won

-

162

-

Note: 1) Estimation of 50,000-won lifespan was first conducted in
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Lowest denomination

Highest denomination
Country or Region
(Denomination)

Lifespan

Lifespan

UK (5 GBP)

23 UK (50 GBP)

492

Australia (5 AUD)

68 Australia (100 AUD)

330

2019.

Japan (1,000 JYP)

18 Japan (10,000 JYP)

54

Source: Bank of Korea.

Mexico (20 MXN)

44 Mexico (1,000 MXN)

103

KOREA (1,000 KRW)

53 KOREA (50,000 KRW)

162

Meanwhile, the lifespans of both Korea's
lowest denomination (1,000 won) and middle
denomination (10,000 won) banknotes were
found to be longer than their counterparts in
other major countries, while the lifespan of
Korea's highest denomination (50,000 won)
was around average.

Notes: 1) T he lifespan of middle denomination (month): U.S. (20 USD)
95, Eurozone (50 EUR) 50, UK (20 GBP) 113, Australia (20
AUD) 134, Japan (5,000 JPY) 18, Mexico (200 MXN) 49,
Korea (10,000 KRW) 127
Source: Websites of central banks.

5. Payment and Settlement
Business

55.2 percent in 2018.

Figure Ⅲ- 19. B
 OK-Wire+ Funds Transfer Values
(daily average)

The Bank of Korea operates BOK-Wire+,

Securities settlement funds

a real-time gross settlement (RTGS) system

Call transaction funds

that processes large-value funds transfers,

	Foreign exchange settlement

while providing intraday liquidity support

(trillion won)

funds

to financial institutions suffering temporary

400

shortages of settlement liquidity, as a means

350

participants1)
Others
(trillion won)
340.7

369.9

323.0

to encourage the smooth settlement of funds

300

through the system. The Bank also oversees

250

299.8
77.0

85.5
79.4

as a whole, and works to improve their op-

150

erating processes in an effort to ensure their

100

safety and efficiency.41) In addition, it strives

50

to strengthen cooperation with international

0

15.9
18.1
15.9
23.5

214.6
167.3

250
200
150
100
50
0

2017

2018

2019

Note: 1) Includes payments on government and public bond transactions, Treasury funds transfers, and BOK loans.
Source: Bank of Korea.

A. Operation of BOK-Wire+
Continued Increase in the Amount of Securi-

Intraday Liquidity Support

In order to prevent the spread of settlement
During 2019, the average daily value of

risks across BOK-Wire+ as a whole due to set-

Korean won fund transfers through BOK-

tlement delays and gridlock caused by partici-

Wire+ totaled 369.9 trillion won, up by 8.6

pants’ temporary liquidity shortages, the Bank

percent from 2018. By type of settlement fund,

of Korea supplies BOK-Wire+ participants

the amount of funds for call transactions and

with settlement funds to cover temporary in-

foreign exchange settlement funds declined

traday liquidity shortages. In 2019, the amount

while securities settlement funds increased

of the Bank’s intraday liquidity provision av-

significantly, centering around inter-institu-

eraged 3,050.2 billion won per day, up by 23.2

tion repo transactions. Consequently, securi-

percent from 2018. The amount of intraday

ties settlement accounted for 58.0 percent of

overdraft provision42) averaged a daily 432.1

all Korean won funds settled in 2019, up from

billion won, up by 31.5 percent from the pre-

41) This refers to the central bank’s responsibility to conduct monitoring and regular or ad hoc assessments to enhance safety and efficiency in the payment and settlement systems, as well as to implement improvements in the
systems as needed.
42) This refers to credit provided to banks by the Bank of Korea on the condition of intraday redemption, with the ob-

5. Payment and Settlement Business

ties Settlement Fund Transfers

jective of addressing temporary intraday liquidity shortages.
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187.9

143.2

2016

organizations in the field of payments and

15.3
16.9
19.3
27.2

350
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200

14.5
16.8
19.3
27.7

400

300
16.1
18.1
14.6
21.1

78.2

the domestic payment and settlement systems

settlements.

Net settlement funds
	Transfers between BOK and

vious year, while that of intraday RP43) was a

(FMIs),44) the Bank of Korea conducts assess-

daily average of 2,618.1 billion won, up by 21.9

ments of systemically important payment

percent for 2018.

and settlement systems in accordance with
the Principles for Financial Market Infra-

Table Ⅲ- 12. Supply of Intraday Liquidity (daily
average)

improvement measures to address any gaps

(billion won, %)

or shortcomings. In 2019, the Bank of Korea

2017

2018

2019

%Change2)

conducted assessments of payment and set-

318.2

328.5

432.1

+31.5

tlement systems operated by the Korea Se-

Intraday Repo

2,055.9

2,147.9

2,618.1

+21.9

curities Depository (KSD) and the Korea Ex-

Total

2,374.1

2,476.4

3,050.2

+23.2

change (KRX). Assessment results indicated

Intraday
Overdrafts1)

Note: 1) Based on average net intraday overdraft balance obtained
after subtracting the balances of the deposit accounts used
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structures (PFMI),45) etc.,46) and recommends

exclusively for settlement from the daily overdraft amounts.
2) A percentage change from 2018 to 2019.
Source: Bank of Korea.

that three settlement systems operated by the
KSD, including OTC Bonds Settlement System, Inter-Institution RP Settlement System,
and Institutional Stock investors Settlement
complied with most of the requirements and

B. Oversight and Risk Management

international standards, including the PFMI,
but that there was also a need to improve

Assessment of Financial Market Infrastruc-

management factors in terms of credit risks

tures

and operational risks. The central counterparty47) of exchange-traded securities and de-

To improve the safety and efficiency of the

rivatives, OTC derivatives settlement systems

domestic financial market infrastructures

operated by the KRX was assessed to adhere

43) To shift the settlement through BOK-Wire+ of funds for securities transactions to an earlier time in the trading day,
and to mitigate the concentration of settlement around the closing time, a system for intraday liquidity support
through the use of repo-type instruments was established under Article 81-2 “Support to Settle Temporary Shortages” of the Bank of Korea Act on Feb. 20, 2012, targeting the Korea Exchange and financial investment companies.
44) FMIs refer to multilateral systems used by economic entities for purposes of making regular payments and clearing,
or settling or recording financial transactions. They consist of systemically important payment systems (PS), central
counterparties (CCPs), central securities depositories (CSDs), securities settlement systems (SSSes), and trade
repositories (TRs).
45) The PFMI are the international standards for payment and settlement systems that were set and published in April
2012 by the Committee on Payments and Market Infrastructures (CPMI) of the BIS, in partnership with the International Organization of Securities Commissions (IOSCO). The PFMI were established in response to major issues
that had emerged due to the global financial crisis regarding the need for structural reforms of the over-the-counter
derivatives markets and the strengthening of international standards for the operation of financial market infrastructures.
46) As supplementary guidelines for the PFMI, the CPMI-IOSCO has enacted additional international standards including the Guidance on Cyber Resilience for Financial Market Infrastructures in June 2016, Recovery of Financial
Market Infrastructures in July 2017, and Resilience of Central Counterparties (CCPs): Further Guidance on the PFMI
in July 2017.
47) A central counterparty (CCP) is also referred to as a central clearing counterparty.

to most of the principles of the PFMI, while

and research into innovations with regard

requiring some improvements in terms of the

to payment and settlement systems, such as

management framework of liquidity risks and

crypto assets, distributed ledger technology

cyber risks.

(DLT) and central bank digital currencies
(CBDCs). In particular, it responded swiftly

Joint Examinations of Payment and Settle-

when Facebook released its plan to issue its

ment Activities of Financial Institutions

own crypto assets, named “Libra,” by examining its main contents, impact, and pros-

To review the appropriateness of financial

pects, and sharing the related materials with

institutions’ payment and settlement activ-

financial authorities. In addition, the Bank

ities, the Bank of Korea and the Financial

sought to share trends in relevant interna-

Supervisory Service conducted joint examina-

tional discussions by, for instance, organizing

tions of two domestic banks and three finan-

and introducing in Korea the main content of

cial investment companies.

the G7 Working Group report on the interna-

The results of the examinations showed that

regarding stablecoins,49) such as Libra.

the domestic banks were properly managing
Meanwhile, the Bank has carried out DLT

management of their intraday liquidity. How-

proof-of-concept(PoC) in several successive

ever, they were advised to shorten the recov-

rounds50) to assess the applicability and lim-

ery time objective(RTO) per the business con-

itations of DLT. In 2019, a study was conduct-

tinuity plan(BCP), as well as to adhere to the

ed to examine the applicability of DLT to the

guidelines48) for the reduction of BOK-Wire+

delivery versus payment(DvP) system, the

members’ settlement liquidity requirements.

findings of which served as the basis for the

Furthermore, some financial investment

launch of the PoC. The Bank plans to contin-

companies were required to more stringently

ue related research while remaining vigilant

manage settlement liquidity by improving the

of the development of related technologies,

appropriateness of emergency funding plans

including DLT, current conditions of the cryp-

available in the case of a liquidity crisis.

to-assets market, and other central bank responses to CBDCs.

Conducting Research on Innovation in Payment and Settlement Systems

The Bank carried out active monitoring of

48) As a means to reduce the settlement liquidity of BOK Wire+ participants, the Bank of Korea recommends the input
of more than 60 percent of intraday general funds transfers and funds transfers in the call transaction system be
included in the general payment order in which debits and credits are offset between participants.
49) This refers to a privately-issued crypto asset whose value is “stable” since it is backed by reserve assets, such as
currency, goods, etc., unlike existing crypto assets.
50) The PoC, as a mock test, was carried out on inter-bank funds transfers from September 2017 to January 2018, and
on retail payment systems from September to December 2018.

5. Payment and Settlement Business

their payments and settlements, including the

III. Bank of Korea’s Conduct of Its Business

tional community's assessment and response
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C. Improvement of Payment and Settlement Systems

lateral: mortgage-backed securities issued by
the Korea Housing Finance Corporation (KHF
MBS), industrial financial bonds issued by the

Implementation of Reform Plan of the Net

Korea Development Bank (KDB bonds), small

Settlement Risk Management System

and medium business financial bonds issued
by the Industrial Bank of Korea (IBK bonds),

66

The Bank of Korea implemented a reform

export-import financial debentures issued by

plan for the net settlement risk management

the Korea Export and Import Bank (KEXIM

system as previously scheduled, with the aim

bonds), and securities temporarily designated

of managing credit risks in accordance with

as eligible for use as collateral in case of emer-

international standards 51) (PFMI). Accord-

gencies by the governor of the Bank of Korea.

ingly, the collateral-to-net debit cap ratio for

However, to prevent an overreliance on the

guaranteeing net settlements was raised from

newly-added eligible securities and to mitigate

50 percent to 70 percent starting Aug. 1, 2019.

any liquidity risk, 52) the proportion of these

The ratio will be increased gradually until

newly-added eligible securities was limited to

2022, taking into consideration the prepara-

50 percent of the total collateral amount.

tion time required by banks.
Table Ⅲ- 14. S
 cope of Securities Eligible for Use
as Collateral for Guaranteeing Net
Settlements

Table Ⅲ- 13. S
 chedule for Raising the Collateral-to-Net-Debit Cap Ratio
(%)

2019.8.1.

2020.8.1.

2021.8.1.

2022.8.1.

70

80

90

100

1)

Note: 1) The ratio was raised to 70 percent from 50 percent.
Source: Bank of Korea.

Furthermore, to relieve the burden placed

Before Change

After Change

Effective Date

• B onds issued or
guaranteed by the
government
• B OK Monetary Stabilization Bonds

No change

—

• K HF MBS (temporar• K HF MBS (permaily allowed until the
nently allowed)
end of 2018)

Dec. 20, 2018

• K DB bonds, IBK
bonds, and KEXIM
• B onds temporarily
designated by The
Bank of Korea
governor in case of
emergency

Aug. 1, 2019

on banks that were required to provide larger amounts of collateral due to a hike in the
collateral-to-net debit cap ratio, the Bank of

<New>

Korea expanded the scope of securities eligible for use as collateral. The Bank added the
following securities as eligible for use as col-

Source: Bank of Korea.

51) The Principles for Financial Market Infrastructures (PFMI) require an FMI to maintain financial resources sufficient to
cover its credit exposure to each participant. (Principle 4. Credit Risk: An FMI should effectively measure, monitor
and manage its credit exposures to participants and those arising from its payment, clearing, and settlement processes. An FMI should maintain sufficient financial resources to cover its credit exposure to each participant fully
with a high degree of confidence.)
52) For securities designated as eligible for use as collateral to guarantee net settlements, the BOK made sure that
existing securities continue to account for a fixed proportion of the total amount of eligible securities, as existing
securities are also used as collateral for BOK loans in cases of emergency.

Implementation of Mobile Debit Payment

the consultative body that sets international

Service Project

standards for payments and settlements, the
Bank actively participated in major studies and

In order to facilitate the smooth implemen-

discussions and strengthened its cooperation

tation of the joint project to develop a bank

with central banks of major countries. In 2019,

account-based mobile debit payment service

it took part in digital currency discussions and

(hereinafter a “mobile debit payment ser-

actively engaged in research as a member of

vice”), which was decided in July 2018, the

the working group and taskforce under the

Committee on the Financial Informatization

CPMI on the enhancement and moderniza-

Promotion of the Bank of Korea, chaired by

tion of large-value payment security, and on

a senior deputy governor, has worked closely

the improvement of cross-border payment.

with financial institutions participating in the
Furthermore, in November 2019 the Bank

working group. In cooperation with partici-

hosted an international conference where it

pating financial institutions and distribution

invited professionals from Sweden, Japan,

businesses, the Bank worked to introduce

Singapore, Hong Kong, and Mexico to learn

an additional service to the project, through

about cases of the establishment of fast pay-

which consumers can deposit small change

ment systems in connection with central

incurred from purchases of goods into their

banks' large-value payment systems and to

bank account. With the completion of the sta-

discuss the future tasks facing central banks.

bility test and the establishment of the terms
and conditions, some of the participating
financial institutions that completed preparaquired IT systems, launched the mobile debit
payment service on Dec. 26, 2019.

D. International Cooperation
Since 2016, the Bank of Korea has served as
the chair of the Working Group on Payments
and Market Infrastructures (WGPMI), under
the aegis of the Executives’ Meeting of East
Asia-Pacific Central Banks (EMEAP). The
BOK’s leadership during its first term as the
Working Group chair was widely appreciated, the BOK was reelected to a second term(Aug.2018~Jul.2020) chair.
Also, as a member of the BIS Committee on
Payments and Market Infrastructures (CPMI),

5. Payment and Settlement Business

tory tasks, such as the construction of the re-
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project by, for example, operating the related

6. Foreign Exchange and International Cooperation

change market. As the volatility of the KRW/

A. Foreign Exchange

mentation of additional tariffs on China, and

USD exchange rate expanded due to the failed
North Korea-U.S. summit, the U.S. implethe designation of China as a currency manip-

68

The Bank of Korea is continuing its efforts

ulator, as well as Japan's export restrictions,

to preemptively identify global risk factors and

the Bank examined reactions across global fi-

to enhance its emergency response capacity. It

nancial markets and discussed the subsequent

also successfully implemented measures, such

impacts on the domestic foreign exchange

as disclosing the details of its market stabili-

market and appropriate countermeasures at

zation efforts, to increase the transparency of

numerous meetings, including those of its

foreign exchange policies while collaborating

Monetary and Financial Task Force.53) Mean-

with the government to alleviate unreason-

while, it took part in the Macroeconomic

able regulations on foreign exchange.

Finance Meeting and closely communicated
with the government with regard to major

Constant Efforts to Stabilize the Foreign

issues in global financial markets and in the

Exchange Market in Response to Domestic

domestic foreign exchange sector, while en-

and Overseas Risk Factors

hancing communication with market participants through such measures as announcing

In 2019, global financial markets saw frequent spikes in market volatility for various

its intention to implement market stabilization
policies where necessary.

reasons, including the U.S.-China trade dispute, Japan's export restrictions, and Brexit.

Implementing the Plan to Enhance the Trans-

The Bank, therefore, established a more me-

parency of Foreign Exchange Policy

thodical response system by analyzing the
effects of related risk factors on the domestic

In May 2018, the Bank of Korea announced

foreign exchange sector, including exchange

details of its market stabilization measures in

rates, and reviewing and supplementing its

phases, starting from March 2019, according to

response measures for each emergency phase.

its Plan to Enhance the Transparency of Foreign Exchange Policy, which was established

In particular, at times when the concurrent

by the Bank of Korea in cooperation with the

domestic and overseas risk factors heightened

Ministry of Economy and Finance. Details on

risk aversion among investors, the Bank acti-

the second half of 2018, the first half of 2019,

vated its 24-hour emergency response system

and the third quarter of 2019 were, respec-

in conjunction with its overseas representative

tively, announced in March, September and

offices to maintain stability in the foreign ex-

December 2019. Such announcements are ex-

53) These included nine meetings of the Monetary and Financial Task Force (related to the breakdown of Brexit negotiations, the failure of the North Korea-U.S. summit, FOMC meetings at the U.S. Federal Reserve, etc.) and six
financial and economic condition review meetings (related to the expanded uncertainties in line with the U.S.-China
trade dispute, and the export restrictions imposed by Japan).

pected to increase transparency of the foreign

regulation in the foreign exchange sector and

exchange policy by contributing to reducing

supervisory authorities related to the revision

potential misunderstandings about the oper-

of foreign exchange transaction laws, where

ation of foreign exchange policy and to raising

it actively made a range of proposals. As a

the reliability of policy, thereby improving the

result, it made many achievements, such as

stability of the foreign exchange market in the

promoting new industries in the foreign ex-

medium- to long-term.

change sector and strengthening the competitiveness of the financial industry,55) enhancing

Table Ⅲ- 15. N
 et Transactions by Foreign Exchange Authorities

2018

alleviating unreasonable transaction regu-

(hundred million USD)

lations, 56) and contributed to the settlement

2019

of the system by implementing changes re-

Second half

First half

Third quarter

-1.9

-38.0

-28.7

garding foreign exchange reports through the
foreign exchange computer network according
to the revision of the Foreign Exchange Trans-

Source: Bank of Korea.

actions Regulations.

Improving Foreign Exchange Transaction

B. Reserve Management

System

The Bank of Korea manages the national
foreign exchange reserves, which are com-

Bank of Korea relaxed regulations on for-

prised of the country’s external payment

eign exchange transactions, in line with the

reserve assets of last resort, based on the prin-

implementation of its Regulatory Burden of

ciple of enhancing profitability while placing

Proof Redistribution Policy.

Specifically,

the top priority on securing safety and liquid-

during 2019 the Bank actively participated in

ity. In order to preserve the value of its invest-

meetings of institutions concerned with de-

ed assets, the Bank places tight restrictions on

54)

54) In January 2019, the Korean government announced the Plan to Promote Regulatory Sandboxes and to Redistribute the Regulatory Burden of Proof, which required a dedicated office to prove the necessity for the retention of
relevant regulations, with respect to proposals to improve regulations by individuals and corporations and administrative rules (notices, etc.).
55) The Bank expanded the business scope of foreign exchange transactions by non-bank financial companies (savings
banks, post offices, etc.) and lessened registration requirements for small-value overseas remittance service providers (abolishing requirements for equity capital of one billion won and quarterly limits of 15 billion won for a person who intends to conduct only small-scale overseas remittance work without concurrently operating any other
business), while lifting the existing remittance limit for small-value overseas remittance service providers, securities
companies, credit card companies, etc.
56) These included the alleviation of the duty of prior notice (foreign exchange banks) under bilateral netting agreements, changes from requiring prior notice of third party payments to a post-event report in cases where a payment is made between multinational corporations to a fund management company within the same corporation,
the abolition of limits on amounts remitted as a down payment on overseas real estate, and the expansion of remitted and collected amounts that do not require evidence for transaction reasons.

6. Foreign Exchange and International Cooperation

In cooperation with the government, the
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Net Transactions by
Foreign Exchange
Authorities

operational convenience for corporations and

investing in low credit-rated assets, where the

Tranching Reserve Assets

principal and interest may not be recovered.
The Bank maintains a high level of liquidity

The Bank of Korea separates its foreign

in the foreign exchange reserves by investing

exchange reserves into a short-term liquidity

its foreign exchange reserves in assets that

tranche and an investment tranche, in ac-

can be promptly liquidated in global finan-

cordance with the purpose for holding each

cial markets. Meanwhile, it also endeavors to

tranche. The investment tranche is divided

enhance profitability by employing effective

into an internally-managed tranche and an

investment strategies in response to changes

externally-managed tranche.

in global financial market trends.
The short-term liquidity tranche is invested
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Scale and Composition of the Foreign Ex-

principally in short-term financial instru-

change Reserves

ments, such as short-term treasury bonds and
deposits, since they incur minimal transaction

As of the end of 2019, South Korea’s for-

costs and can be liquidated immediately for

eign exchange reserves totaled 408.8 billion

timely responses to frequent influxes or out-

dollars, higher by 5.1 billion dollars than that

flows of foreign exchange or for temporary

at the end of the previous year. The country’s

demand for foreign exchange faced by the

foreign exchange holdings, which include

Bank in its operation of the foreign exchange

securities and deposits and which account for

reserves.

the majority of the foreign exchange reserves,
amounted to 397.9 billion dollars, up by 4.5

In order to obtain stable profits while ensur-

billion dollars from the previous year-end. Its

ing a high level of liquidity, the Bank invests

Special Drawing Rights (SDRs) and IMF posi-

its internally-managed investment tranche in

tion recorded 3.4 billion dollars and 2.8 billion

short- and long-term bonds, such as govern-

dollars, respectively, while it held 4.8 billion

ment bonds, agency bonds, corporate bonds

dollars in gold, the same level as the end of

and Asset-Backed Securities (ABSes), denomi-

2018.

nated in major foreign currencies. Meanwhile,
in cases where the balance of the short-term
liquidity tranche shows significant change

Table Ⅲ- 16. C
 omposition of Foreign Exchange
Reserves (as of year-end)

2017

2018(A)

in its size owing to flows in and out of the

(million USD)

foreign exchange reserves, the Bank swiftly

2019(B) Change(B-A)

transfers foreign exchange reserves between

Foreign exchange
389,267 403,694 408,816
reserves

5,122

the two tranches in order to appropriately

Foreign exchange 379,477 393,332 397,876

4,544

maintain the size of the short-term liquidity

SDR

3,374

3,427

3,352

-74

Reserve position in
IMF

1,621

2,140

2,793

653

Gold

4,795

4,795

4,795

0

Source: Bank of Korea.

tranche.
T he ex ter na l ly-ma nag ed i nvest ment
tranche is entrusted to the Korea Investment
Corporation (KIC) and to major domestic
and international asset management compa-

nies,57) comprising of stocks as well as bonds,
to enhance profitability by using their market

Table Ⅲ- 17. P
 ercentage Shares in Foreign Assets1) (as of year-end)

expertise and through the diversification ef-

(%, %p)

2017

2018(A)

3.2

5.3

4.6

-0.7

Internally
managed

77.7

76.4

74.6

-1.8

Externally
managed

19.1

18.3

20.8

2.5

fect. It is mostly composed of bonds with high
credit ratings and listed blue-chip stocks, and

1. By Purpose
Short-term
liquidity tranche

thus can be liquidated without any difficulty
when needed.

Investment
tranche

At the end of 2019, 4.6 percent of the Bank’s
foreign exchange reserves were managed in
the short-term liquidity tranche, 74.6 percent

2. By Currency

and 20.8 percent in the externally-managed
investment tranche.

U.S. dollars

68.1

69.8

69.1

-0.7

Others

31.9

30.2

30.9

0.7
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6.8

5.0

5.0

0.0

Government
bonds

37.5

42.9

44.6

1.7

Agency bonds

19.2

18.0

15.8

-2.2

Corporate
bonds

14.7

13.7

13.4

-0.3

ABS

13.2

12.8

12.5

-0.3
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in the internally-managed investment tranche,

2019(B) Change(B-A)

3. By Asset class
Deposits
Securities

Equity
Total

8.6

7.6

8.7

1.1

100.0

100.0

100.0

-

<Table Ⅲ-16> owned by Bank of Korea.
Source: Bank of Korea.

Flexible Responses to Changes in International Financial Markets

In 2019, concerns such as the escalation
of the U.S.-China trade dispute, a disorderly
Brexit, and a global economic slowdown resulted in higher market volatility at the beginning of the year. However, as the U.S. Federal
Reserve cut interest rates on three occasions

57) In order to develop the domestic financial industry, the Bank has been employing domestic asset management
companies as external managers for some of its foreign exchange reserves, to be invested in stocks in China and
in advanced countries. For further details, please refer to Box III - 2 Support for Domestic Financial Industry Development Through the Use of Domestic Financial Institutions.

6. Foreign Exchange and International Cooperation

Note: 1) T his table is a break-down of the “foreign exchange” item in

and as central banks in other major countries

trends, including an expanded preference for

shifted their stance to an accommodative

risky assets over the year, the Bank increased

policy, investment in risky assets expanded,

the share of its holdings of stocks.

as seen in soaring stock prices and narrowing corporate bond spreads. Thus, the Bank,

Strengthening Risk Management of Foreign

which had managed the national foreign ex-

Exchange Reserves

change reserves in the direction of enhancing
its liquidity and safety at the beginning of the

The Bank of Korea improved its IT system

year, later adjusted its asset allocation in line

and carried out emergency response training,

with global financial market trends.

while completing a preemptive inspection in
anticipation of changes in global financial reg-
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With regard to the tranches, the size of the

ulations, as a means to strengthen the man-

short-term liquidity tranche generally re-

agement of various risks in its overall reserves

mained at a similar level to that of year-end

management system.

2018, while the size of the externally-managed
investment tranche58) increased, influenced

It improved the timeliness and coherence

mainly by additional entrustment to the KIC

of the data related to the externally-managed

and stock price hikes in major countries.

investment tranche by reforming its manage-

59)

ment system. In addition, the Bank conducted
As for the currency composition, the Bank

emergency response training with regard to

maintained a similar composition to that of

its IT and settlement systems on a regular

year-end of 2018, but its U.S. dollar holdings

basis, in order to ensure effective responses to

decreased slightly owing to the expansion of

various disasters or financial crises.

its externally-managed investment tranche.

60)

Meanwhile, in line w ith the trends of
In terms of asset classes, the Bank allocated

strengthening financial regulations to reduce

more of its assets to high-quality government

systemic risks in global financial markets,

bonds in response to expanded volatility in

the Bank supplemented its contracts with its

financial markets, while it reduced the share

trading partners and restructured its internal

of its holdings in other bonds, such as agen-

guidelines.

cy bonds. In line with the financial market

58) Since the Bank entrusted 100 percent of its stocks to external managers, all of the stocks are included in the externally-managed investment tranche.
59) For example, after plummeting in the fourth quarter of 2018, the S&P 500 climbed 28.9 percent during 2019 mainly
due to an accommodative monetary policy, including a preventive interest rate cut by the U.S. Federal Reserve.
60) Since the Bank's externally-managed investment tranche is managed based on major global market indices, and
thus assets denominated in various currencies, its U.S. dollar proportion is smaller than that of the internally-managed investment tranche.

Efforts to Increase the Profitability of Foreign

its foreign exchange reserves.

Exchange Reserves

In addition, it also actively developed and
The Bank of Korea endeavored to improve

utilized relative value trade strategies,61) which

the profitability of its foreign exchange re-

use temporary price differences in financial

serves by establishing and implementing var-

markets to generate additional profit.

ious investment strategies and developing investment techniques through monitoring and

Strengthening International Cooperation for

analysis of trends in global financial markets.

Foreign Exchange Reserves Management

The Bank of Korea improved its internation-

market movers in international financial mar-

al cooperation by continuing its discussions

kets, such as developments in the U.S.-China

about foreign exchange reserve management

trade talks, changes in the monetary policy

issues with international organizations and

of central banks in major countries, and geo-

overseas central banks, as well as by provid-

political risks, including Brexit and protests in

ing education and training to central banks in

Hong Kong, the Bank adjusted its positions in

emerging economies, opportunities to learn

a timely manner to increase the profitability of

from the Bank’s experiences in foreign ex-

Figure Ⅲ- 20. Workshop on the Reserve Management for Employees of the Central Bank of Kenya
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Based on analysis and predictions of major

6. Foreign Exchange and International Cooperation

Source: Bank of Korea.

61) T
 hese refer to transactions where,

change reserves management.
During 2019, the Bank took part in meetings
hosted by international organizations, such as
high-level forums hosted by the World Bank,
to share information about foreign exchange
reser ves management. It also exchanged
opinions as part of the World Bank’s advisory
program, focusing on recent trends in asset
allocation strategies.
In addition, the Bank held a three-day
74

workshop for a senior delegation from the
Central Bank of Kenya,62) providing an opportunity to learn from the Bank’s experiences in
foreign exchange reserves management.

62) Five members of staff, including Deputy Governor Sheila M'Mbijjewe, participated in the workshop.

transactions of foreign currency-denom-

Box III-2.

inated bonds through domestic securities
companies.64) At the beginning, such transactions mainly consisted of small-scale sales

Support for Domestic Financial Industry Development Through the Use of
Domestic Financial Institutions

of government bonds of advanced countries,
but the Bank later increased the size of its
transactions, diversifying product classes and
maturities and settling new forms of transac-

The Bank of Korea has been boosting the

tions, such as switching trades and electronic

domestic financial industry by actively using

trades, in phases. As a result, in 2019 the size

domestic financial institutions as trading part-

of transactions between the Bank and domes-

ners for its foreign exchange reserves man-

tic securities companies increased by 2.8 times

agement. In the process of the internal man-

compared to the previous year, up to 14 billion

agement of foreign assets, the Bank selected

dollars.65)
Meanwhile, the Bank started to entrust the

rency-denominated bonds, while entrusting

management of Chinese stocks to domestic

some of its stocks in China and in advanced

asset management companies in June 2012,

countries to domestic asset management

and has since increased the number of exter-

companies. This reflects the expanded size of

nal managers and the size of the entrusted

domestic financial institutions due to a gov-

amount in phases. In 2019, it selected two

ernment policy to foster investment banks,

63)

asset management companies to whom to en-

their improved ability to absorb risks, and

trust the management of advanced countries’

significantly enhanced capacities to broker

stocks. Such companies are managing a total

and manage overseas securities based on their

amount of 300 million dollars in stocks from

accumulated overseas investment experiences.

advanced countries, each managing 150 million dollars, using passive investment strate-

Starting in January 2018, the Bank initiated

gies.66)

63) In August 2013, the Financial Services Commission introduced the comprehensive financial investment business
entities system to foster supersized investment banks and permitted securities companies that meet certain requirements, including 3 trillion won of equity, to engage in the credit exposure business for corporations, and relieved related regulations.
64) Mindful of the importance of foreign exchange reserves being the country’s external payment reserve assets of last
resort, the Bank has been promoting the development of the domestic financial industry to an extent that does not
undermine the efficiency of its foreign exchange reserves management. Accordingly, it applies the same criteria to
domestic financial institutions as its existing trading partners, including global foreign investment banks, with regard to transaction requirements, risk management, etc.
65) The transaction value of foreign currency-denominated bonds stood at 5 billion dollars (1.1 billion dollars in the first
half, 3.9 billion dollars in the second half) in 2018, and at 14 billion dollars (6.2 billion dollars in the first half, 7.8 billion dollars in the second half) in 2019.
66) This is a strategy that tracks one of the major market indices to seek profits at the level of average returns in the
stock market. As a contrasting concept, there is an active investing strategy, which aggressively seeks to maximize
returns. The Bank of Korea employs the two strategies to appropriate degrees in terms of allocating stocks to multiple management companies.

6. Foreign Exchange and International Cooperation

trading brokers to buy and sell foreign cur-

III. Bank of Korea’s Conduct of Its Business

domestic securities companies as some of its

75

The Bank will expand the quality and quantity of its transactions with domestic securi-

Table III-18. U
 se of Domestic Financial Institutions in Reserve Management

ties companies in a bid to foster the overseas
sector of the domestic financial industry. By
differentiating the size of transactions based
on the capacity of securities companies, it will
also encourage them to enhance their price
competitiveness and to improve their ability
to provide market information. In terms of
domestic asset management companies, it
will also increase the size of management
according to their management outcomes. To
76

this end, the Bank plans to increase the size
of entrusted assets to practically support the
enhancement of the management capacity of
domestic asset management companies.

Classification
Transactions
of foreign
currency-denominated
bonds

Product

Trading partner

Government
bonds, agency Securities
bonds, corporate companies(4)
bonds
Chinese
stocks

External
management
Advanced
of stocks
countries'
stocks

Size

Date of commencement

14
billion January 2018
dollars2)

Asset
management
companies(3)

440
million
dollars3)

June 2012

Asset
management
companies(2)

300
million
dollars3)

April 2019

Notes: 1) Numbers in parentheses refer to the number of trading
partners.
2) Amount of transactions in 2019.
3) Entrusted amount.
Source: Bank of Korea.

C. International Cooperation

policy responses to address global financial
issues.

The Bank of Korea continued to actively
carry out bilateral and multilateral cooperation

At the BIS central bank governors’ meet-

and exchanges in order to respond effectively

ings (on seven occasions), and at the IMF and

to changes in the financial and economic en-

World Bank Group meetings (on two occa-

vironment following the global financial crisis

sions), the Bank took active part in discussions

and to fulfill Korea’s responsibilities in line

related to global issues, such as the economic

with its elevated international status.

outlook, financial stability conditions, financial and economic developments, and policy
challenges. Through these meetings, the Bank

dination with the international financial com-

strove to reflect Korea’s position during the

munity and to promote Korea’s national in-

policy coordination process of the internation-

terests by participating actively in meetings of

al financial community. In particular, it par-

international organizations and consultative

ticipated in the BIS Board of Directors, which

bodies, such as the G20, the IMF and the BIS,

is essentially the top decision-making body

including its Board of Directors. It also played

of the BIS, determining the medium-term

a leading role in the activities and discussions

strategy and policy direction of the BIS, and

of consultative bodies in the Asia-Pacific

contributing to discussions on global financial

region, including ASEAN+3, SEACEN and

and economic issues.

EMEAP.
In collaboration with the Korean government, the Bank also participated in G20 meet-

cooperation with developing countries both

ings of finance ministers and central bank

within and beyond the region. In particular, it

governors (on three occasions) and those of

shared its policy implementation experiences

deputy finance ministers and central bank

in accordance with the needs of developing

deputy governors (on four occasions). At the

countries by enhancing its Knowledge Part-

meetings, the Bank evaluated risk factors fac-

nership Program, which is designed to provide

ing the world economy, such as trade disputes

comprehensive policy advice to central banks

and global imbalances. In addition, the Bank

from developing countries, and by providing

also discussed issues in the global financial

training programs for central bank staff.

system, such as aging populations and their
policy implications, investment principles for

Active Participation in Global Policy Coordi-

high-quality infrastructure and responses to

nation

market segmentation and financial innovation, as well as tax affairs following economic

The Bank of Korea participated actively in

digitalization. Furthermore, it participated ac-

global discussions to coordinate policies at

tively in discussions about crypto-assets and

international organizations and consultative

the transparency and sustainability of low-in-

bodies, through which it voiced Korea’s posi-

come countries' debt.

tion while contributing to the formulation of

6. Foreign Exchange and International Cooperation

In addition, the Bank worked to further its
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The Bank endeavored to boost policy coor-

Table Ⅲ- 19. Main Themes of International
Forums in 2019

Forums

Main Themes

• B imonthly BIS Meetings
• G lobal financial and economic
(January, March, May, June,
issues and policy challenges,
September, November; Basel /
BIS' medium-term strategy, etc.
February; Hong Kong)

occasions) and working-level meetings (on
four occasions) in order to ensure the full reflection of Korea's opinions on major pending
issues, such as the utilization of local currencies for financial support, and a revision of the

•W
 orld economic outlook, global
financial stability conditions,
global policy tasks, etc.

CMIM Operational Guidelines. The Bank also

• R isk factors facing the world
economy, the global financial
• G 20 Finance Ministers’ and
system, a roadmap to develop
Central Bank Governors’ Meet- infrastructure as investment
ings (June; Fukuoka / April,
assets, financial inclusion,
October; Washington, D.C.)
technological advancement in
the finance sector, international
tax, Compact With Africa, etc.

Japan,67) and exchanged opinions on trends

• IMF and World Bank Group
Meetings (April, October;
Washington, D.C.)
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and central bank deputy governors (on two

Source: Bank of Korea.

Strengthening Regional Financial Cooperation

The Bank of Korea actively participated in
discussions on financial and economic issues
at international organizations and consultative bodies across the Asia-Pacific, including
the ASEAN+3, EMEAP and SEACEN, as well
as participating in the various activities of
their affiliated working groups, to strengthen
financial cooperative relationships among regional member countries.
First of all, the Bank worked to enhance
cooperation among ASEAN+3 member countries in the monetary and financial spheres. In
collaboration with the government, the Bank
participated in meetings of ASEAN+3 finance

attended the annual Tripartite Central Bank
Governors’ Meeting among Korea, China and
in supply chain development across East Asia
amid U.S.-China trade tensions, thereby enhancing relevant understanding among the
three central banks.
The Bank hosted the Monetary and Financial Stability Committee (MFSC) meeting and
Deputies’ meeting of EMEAP in Seoul, and
while serving a term as chair of the Working
Group on Payments and Market Infrastructures under EMEAP, the Bank faithfully
played its role as a global bridge, reflecting
global payment and settlement issues at institutions including the BIS on the agendas of
the working group. In addition, while serving
as a member of the EXCO Advisory Committee (EAC) of SEACEN, the Bank engaged actively in the overall decision-making process
concerning the management of the SEACEN
Centre, and hosted an advisory meeting of
South East Asia, New Zealand and Australia
(SEANZA) in Seoul, taking a leading role on
consultative bodies of central banks across the
region.

ministers and central bank governors (on one
occasion), those of deputy finance ministers

67) The central banks of Korea, China and Japan have rotated the hosting of this meeting on an annual basis since
2009. In 2019, the Bank of Japan hosted the meeting in Fukuoka on June 10.

Table Ⅲ- 20. Main themes of Asia-Pacific
Regional Forums in 2019

Forums

Main Themes

• 2 2nd ASEAN+3 Finance
Ministers’ and Central Bank
Governors’ Meeting (May; Fiji)

• R egional and global financial
and economic trends, measures
to enhance financial cooperation within the region, etc.

• 1 9th Trilateral Finance
Ministers’ and Central Bank
Governors’ Meeting (May; Fiji)

• P otential risk factors in each
country’s economic and financial markets, plans for financial
cooperation between the three
countries within the region, etc.

• 1 1th Tripartite Governors’
Meeting among People’s Bank
• D evelopments of East Asia's
of China, the Bank of Japan and
supply chain
the Bank of Korea (June; Fukuoka)
• The challenges and policy
response of central banks under
trade protectionism

• 8 th Informal Meeting of EMEAP
Governors and Heads of
• A balance between Fintech
Supervisory Authorities (August; development and regulation
Shenzhen)
• 5 5th SEACEN Governors’ Conference (November; Singapore)

• D ata- and AI-driven economy
and central banks' tasks

Source: Bank of Korea.

riences with Central Banks in Developing
Countries

The Bank of Korea passed on various policy
experiences related to the responsibilities of
a central bank, such as the development of
financial markets, financial stability and the

Partnership Program (KPP)68) in order to upgrade the program's quality and to improve
the utilization of policy advisory reports.
By standardizing the program implementation method, and preparing and distributing
working manuals to external outsourcing
agencies, the Bank reinforced its support system to reduce various administrative burdens
and to focus on policy consultation as the
core objective of the program. In addition, the
Bank enhanced its communication with the
outsourcing agencies of the program by holding meetings to review the program at each
subordinate stage.

Table Ⅲ- 21. BOK-Knowledge Partnership Program (KPP) in 2019

Country

Main Topic

Lao P.D.R.

Money Market Development

Vietnam

Developing a Systemic Risk Monitoring
Process at the State Bank of Vietnam

Cambodia

Interbank Market Development

Mongolia

Developing Financial Market Infrastructure, Making an Efficient and Transparent
Database & Information Sharing System

Nepal

Financial Inclusion and Literacy, Policies
and Programs

Sri Lanka

Payment and Settlement Infrastructure

Source: Bank of Korea.

payment and settlement system, in order to
support financial development of developing
countries, thereby further strengthening its
cooperative relationships with central banks
in those countries.

68) The BOK-KPP is a policy advisory and technical support program designed to share the Bank’s business knowledge, policy implementation experiences, and Korea’s experiences in developing its own financial system and
infrastructure, with central banks of developing countries.
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Enhancing the of Sharing of Policy Expe-

the management methods of its Knowledge
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• 2 4th Executives’ Meeting of
EMEAP Governors’ Meeting
(August; Shenzhen)

In particular, the Bank worked to improve

The Bank surveyed examples in which the
KPP partner central banks had reflected the
Bank's advice on their policies in order to
identify practical needs in the formulation and
operation of policies and to implement follow-up measures, such as encouraging linkages with international cooperative development
projects as necessary, such as the development
of IT systems.
Meanwhile, during visits to Korea by staff
from KPP partner central banks, the Bank
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arranged meetings between the visiting dele-

Table Ⅲ- 22. Central Banking Study Program
(CBSP) in 2019

Issues and Dates
Foreign Reserves Management
(March 19-22)
Monetary Policy (April 23-26)
Payments and Settlements
(May 14-17)
Internal Audits and Management
(September 3-6)
Financial Stability (October 15-18)

Numbers of
participants
11 participants,
7 countries
14 participants,
8 countries
18 participants,
11 countries
16 participants,
11 countries
16 participants,
10 countries

Source: Bank of Korea.

gation and senior executives or working-level
staff from Korean financial institutions to

Expansion of Subscriptions and Contribu-

allow domestic financial institutions to lay

tions to International Financial Institutions

the groundwork for entering the markets in
those countries. In addition, the Bank invited

During 2019, the Bank of Korea paid a total

directors from Korean financial institutions to

of 391.93 million dollars (370.61 million dol-

seminars held on-site in these countries in a

lars in subscriptions, 21.32 million dollars in

bid to provide them with opportunities to ex-

contributions) at the government’s request for

tend their mutual networks.

subscriptions and contributions to international financial institutions and consultative

The Bank also conducted five Central Bank-

bodies in accordance with the Act on the

ing Study Programs (CBSPs), encompassing

Measures for the Admission to International

monetary policy, financial stability, foreign

Financial Institutions. Specifically, the reasons

reserves management, payments and settle-

behind this increase in subscriptions and con-

ments, and internal audits and management.

tributions in 2019 included a subscription to

This year’s attendees included 75 staff from

the 18th Replenishment of the International

18 central banks from developing countries.

Development Association (IDA), a subscrip-

The Bank also provided short-term study

tion related to the founding of the Asian Infra-

programs to 163 visitors from foreign central

structure Investment Bank (AIIB), and a new

banks and government agencies, and held

capital increase for the International Bank for

two joint training courses with the SEACEN

Reconstruction and Development (IBRD). As

Centre last year.

a consequence, the Bank’s subscriptions and
contributions to international financial institutions totaled 16.9 billion dollars as of the
end of 2019.

Table Ⅲ- 23. Total Subscriptions and Contributions to International Financial
Institutions (as of year-end)

Table Ⅲ- 24. Loans to IMF (as of year-end)
(million SDR)

(million USD)

Subscriptions

2018(A)

2019(B)

15,545

15,916

2018(A)

Change(B-A)

0

72

188

-72

145

2

229

+143

346

145

74

417

+72

0

287

24

Total

1,840

1,982

142

293

293

0

AfDB·AfDF

473

504

31

AIIB

598

748

150

Other

241

24

976

21

IMF

72

72

0

IBRD

34

34

0

ADB·ADF

627

648

21

IDB·MIF

161

161

0

40

40

0

IIC
Other
Total

21

21

0

16,500

16,892

392

Source: Bank of Korea.

Source: Bank of Korea.

Meanwhile, as of year-end 2019, the Bank’s
million SDRs. These loans included 188.4
million SDRs in lending through the New
Arrangements to Borrow (NAB), and loans
of 229.06 million SDRs through the borrowing agreement of the Poverty Reduction and
Growth Trust (PRGT). 69) While the loans
through the NAB decreased by 71.6 million
SDRs compared to the previous year, the total
loan volume in 2019 was 71.8 million SDRs
higher, in line with the loan increase of 143.4
million SDRs through the PRGT borrowing
agreement.

69) This is an agreement between the IMF and individual countries that is designed to arrange concessional financing
for Low Income Countries (LICs). Korea signed the agreement in 2011, and made its first loan to this fund in 2013.
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total loans to the IMF amounted to 417.46
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217
955

Contributions

Change
(B-A)

86

11,861

ADB

2019(B)

260

263

IDA

Repayment

NAB

11,861

IBRD

Loan

371

PRGT

IMF

In 2019

7. Research and Statistics

From a domestic perspective, the Bank
performed a timely analysis of changes in the
real economy, including consumption and

A. Research Activities

investment, in order to accurately evaluate
the domestic economy at a time when shift-
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The Bank of Korea conducts extensive

ing overseas circumstances were heightening

research to support the establishment and

uncertainty regarding the economic growth

enforcement of effective monetary and credit

path. First, the Bank assessed key risks faced

policies. These efforts span a wide range of

by the Korean IT industry71) as the slowdown

topics, including growth, inflation, employ-

in the global memory sector continued to

ment, and the global economy. The Bank

hamper facilities investment. The Bank also

publishes its findings in various reports and

suggested a method for a monthly estimation

papers.

of service consumption using big data, a technique whose utilization is expanding. Service

(1) Head Office Research Activities

consumption had previously been compiled
quarterly.

Analysis of Key Pending Issues in the Korean

The Bank conducted an in-depth analysis of

Economy

the structural issues facing the Korean econIn 2019, the Bank of Korea primarily fo-

omy. With Korea's growth potential declining

cused its research related to pending eco-

alongside the decrease in the working age

nomic issues on analyzing the development

population, the Bank created a new estimation

and economic effects of external risk factors

and suggested effective policy measures for

whose consequences substantially impacted

boosting Korea's growth potential.72) The Bank

the Korean economy. First, the Bank exam-

also examined the factors that are stunting

ined how unfavorable trade conditions, such

labor mobility across industries and estimated

as the exacerbation of the U.S.-China trade

the scale of economic loss caused by rigid la-

dispute

bor mobility.73)

70)

and the slowdown in the semicon-

ductor industry, were eroding Korea's exports
and negatively influencing growth. The Bank

With regard to prices, the Bank analyzed

also analyzed the implications of changes in

the causes of the fall in the inflation rate in re-

the worldwide economic structure following

sponse to the growing concern over the risks

the global financial crisis and thoroughly in-

of low inflation. To this end, the Bank estimat-

vestigated changes in the real economy in key

ed the effects on prices in Korea of the down-

areas such as the United States, China, and

ward trend in inflation that emerged world-

the euro zone.

wide after the global financial crisis.74) The

70) Impacts of Recent U.S.-China Trade Dispute on Korean Exports (Monetary Policy Report, August 2019)
71) Assessment of Facilities Investment Risk in the IT Sector (Economic Outlook Report, April 2019)
72) Estimation of Korea' Potential Output Growth (Monthly Bulletin, September 2019)
73) Impacts of Rigid Labor Mobility Across Industries on Macroeconomy (Monthly Bulletin, December 2019)

Bank also performed a comparison between

potential growth rate by applying recently

recent low inflation and general deflation, and

refined techniques. In addition, the Bank

then evaluated the possibility of deflation oc-

improved its prediction model for the labor

curring in the Korean economy.

market to better forecast the unemployment

75)

rate.79)
In regard to labor market conditions, the
In its medium- to long-term research, the

the number of employees in the manufac-

Bank performed detailed examinations of

turing industry has resulted not only from

pending economic issues at home and abroad.

a slump in certain industries, but also from

Specifically, it published in-depth research

structural changes in the labor market, such as

results on timely topics, including monetary

automation.

In addition, the Bank identified

policy focused on financial stability, central

that variable factors in labor productivity dif-

bank digital currencies (CBCDs),80) and paths

fered from industry to industry, and analyzed

for monetary policy. 81) The Bank also pub-

the effects of unemployment durations among

lished numerous policy references regarding

unemployed groups on the mechanism of the

areas of international trade, such as global val-

unemployment rate.

ue chains,82) exchange rate fluctuations in the

76)

77)

renminbi, and international economic shifts.
The Bank continued its efforts to develop

In addition, it issued a wide range of research

the infrastructure needed to ensure an accu-

results concerning pending economic issues,

rate analysis of economic conditions. First of

such as the labor market,83) financial policy,

all, the Bank promoted the utilization of micro

and business policy.

data (sales data) from retail outlets to analyze
Expansion of the Global Research Network

perspective. The Bank also developed new ex-

and Exchanges

port situation indicators

78)

for identifying the

fundamental flow of exports, and enhanced

In order to increase both its internal capac-

the coherence of its estimation model for the

ity and international research cooperation,

74) Impacts of Global Factors on Inflation - Focusing on Trend Inflation Analysis (Monthly Bulletin, October 2019)
75) Deflation Risk Assessment of Korean Economy (BOK Issue Note, June 2019)
76) Causes and Impacts of Employment Sluggishness in Manufacturing Sector (Monetary Policy Report, August 20190
77) Analysis of Changes in Labor Productivity by Industry (Monthly Bulletin, April 2019)
78) Development of Export Coincident Indicator (ET-COIN) for Assessment of Export Activity (Monthly Bulletin, July
2019)
79) Flow Approach to Labor Market Forecasting (Monthly Bulletin, November 2019)
80) Central Bank Digital Currency and Financial Stability (BOK Economic Research, February 2019)
81) The Cash-Flow Channel of Monetary Policy: Evidence from Mortgage Borrowers (BOK Economic Research, July
2019)
82) Taking a Bigger Slice of the Global Value Chain Pie: An Industry-level Analysis (BOK Economic Research, January
2019)
83) Overhead Labour and Skill-Biased Technological Change: The Role of Product Diversification (BOK Economic Research, April 2019)

7. Research and Statistics

the mechanism of prices at a microscopic
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Bank indicated that the continued decline in

the Bank of Korea devoted extensive efforts to

research achievements and knowledge on the

helping expand its global research network.

theme of "Sustainability of Long-term Economic Policies and the Future of Currency and

Most notably, at the beginning of June

Monetary Policy."

it hosted the Bank of Korea International

84

Conference 2019 with the theme of "Global

The Bank also conducted active collabora-

Economic Linkages: Impacts and Policy Impli-

tive studies with renowned scholars at home

cations." Renowned scholars84) from academic

and abroad on themes such as structural

institutions and international organizations

changes in macroeconomics, macro-prudence,

presented theses and participated in policy-re-

monetary policy, and financial stability. Such

lated general discussions at the conference.

joint research activities have improved the

In-depth discussions were also held on global

Bank's research capacity related to pressing

linkages in trade and finance and the effects

domestic and international economic issues,

of economic policies across countries. Further-

and have steadily strengthened its global re-

more, the Bank co-hosted a special session

search network.

with the Federal Reserve Bank of New York
on under the theme the "Spillover Effects of

Boosting Internal Joint Research Activities

Banks’ Linkages."
In an effort to perform its research more
In December, the Bank hosted the Kore-

systematically and efficiently and to promote

an-Hungarian Central Bank Joint Conference

the pursuit of research at the bank-wide level,

and the BOK-BOJ Research Workshop

85)

the Bank of Korea encouraged collaborative

where opinions on a range of topics were ex-

research involving different divisions with-

changed. At the Korean-Hungarian Central

in the organization. To this end it convened

Banks Joint Research Conference, which was

four research committee meetings 86) during

organized to celebrate the 30th anniversary

the year for the overall coordination of Bank

of the establishment of diplomatic relations,

research activities. Key research themes were

economists from the two central banks, aca-

identified and the progress of ongoing do-

demia, and research institutions shared their

mestic and overseas joint research activities

84) At this conference, Claudio Borio, head of the Monetary and Economic Department at the BIS, Harvard University Professor Carmen Reinhart, and University of Wisconsin-Madison Professor Charles Engel gave the keynote
speeches. It was attended by many prominent scholars, including NYU Professor Thomas J. Sargent, Harvard
University Professor Pol Antràs, University of Michigan Professor Andrei Levchenko, University of Pennsylvania
Professor Karen Lewis, and University of British Columbia Professor Michael Devereux, and by policymakers from
overseas central banks and international bodies, including Stijn Claessens, head of the BIS, Atish Ghosh, the IMF
historian, Ratna Sahay, deputy director of the IMF, Marcello Estevão, global director of the World Bank, and Linda
Goldberg, senior vice president at the Federal Reserve Bank of New York.
85) The Bank has held joint research workshops with the Federal Reserve Bank of New York and the Institute for Monetary and Economic Studies at the Bank of Japan on an annual basis since in 2017, alternating the role of host.
86) The research committee meetings are attended by the chairperson (the BOK’s senior deputy governor), the vice
chair (the deputy governor of the BOK Economic Research Institute) and 10 operating committee members (the
director generals from major departments at the BOK).

Figure Ⅲ- 21. 2019 BOK International Conference (June 3~4, 2019, Seoul)
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ing among pertinent institutions, universities,

involving different divisions of the Bank. The

and local governments, by hosting seminars

Bank also worked to enhance the quality

and forums on major issues associated with

standards for its research and operational effi-

the regional economies. These activities help

ciency by, for example, inviting more divisions

regional communities to explore policy tasks

to participate in research committees.

and to establish plans.

(2) R e s e a r c h A c t i v i t i e s by R e g i o n a l

Enhancing the Monitoring of Regional Econ-

Branches

omies

The functions of the Bank of Korea's re-

The Bank's regional branches conduct in-

gional branches include the monitoring of the

depth monitoring of regional economies

condition of regional finances and real econ-

through surveys on corporations and related

omies, the compilation of a diverse range of

institutions. They participate in publishing

statistics, and the analysis of key issues related

the quarterly Regional Economic Report,

to Korea's various regional economies. In ad-

which contains the results of this monitoring

dition to helping regional economies achieve

and related analyses, in order to provide the

steady growth, all of these are required by the

Head Office with the information needed to

Head Office for the establishment of mone-

implement its monetary and credit policies.

tary and credit policies, and for the pursuit

The regional branches have also been con-

of financial stability. The regional branches

ducting regular or sporadic monitoring of

also work to promote research cooperation

key sectors, including major manufacturing

within their respective communities, includ-

industries such as IT and automobiles, as well

7. Research and Statistics

was monitored, along with research activities

III. Bank of Korea’s Conduct of Its Business

Source: Bank of Korea.

as important service industries, such as trans-

ployment was undertaken, and provided to

portation and tourism. The monitoring results

their respective communities, as well.

are reported to the relevant departments in
the Head Office, including in the Field Report
section of the Regional Economic Report.

To provide reference material for implementing related policies, the regional branches
conducted joint research projects with external

86

The regional branches regularly compile a

experts and published papers 88) in response

range of survey statistics for each region, such

to both diverse local research demands and

as the Business Survey Index (BSI), the Con-

issues of significance for the national econ-

sumer Survey Index (CSI), data about loans

omy as a whole. Such papers include “The

and deposits at financial institutions, and

Prospects of the Shipbuilding Industry and Its

financial statements from corporations. These

Advancement Strategies,” “An Analysis of the

are all essential for understanding the status

Effects of Increasing Regional Competitive-

of regional economies and for policy-making

ness on Job Creation by City and County in

by regional governments.

Gyeonggi Province,” and “Advancement Plans
for the Biotechnology Industry in Gangwon

Analysis of Major Issues Facing Regional

Province.”

Economies
Strengthening Research Exchanges with Re-

The Bank's regional branches examined the

gional Communities

principal vulnerabilities hampering sustainable and stable economic growth in their local

The Bank of Korea's regional branches host-

economies. Following their in-depth research

ed a number of joint seminars and forums

on pressing regional economic issues, they

in partnership with pertinent institutions,

suggested pertinent alternatives.

universities, and local governments on topics
related to regional economic growth strategies

In 2019, the regional branches explored reports about survey research that targeted the

and strengthening the competitiveness of key
local industries.

expansion of engines of economic growth in
local areas and pressing issues facing their re-

There were rapid changes in internal and

gional economies, such as risk factors arising

external economic conditions in 2019, such

out of mounting household debt and the trend

as the progression of the Fourth Industrial

and outlook for population movement in and

Revolution, an escalation of global trade dis-

out of each region. In-depth research

taking

putes, and the implementation of the 52-hour

a mid- and long-term perspective on changes

work week. In response to these changes,

in the structures of local industries and em-

the Bank's regional branches were active in

87)

87) In 2019, the Bank's regional branches conducted 67 independent research projects, among which four were joint
research projects carried out through cooperation among different regional branches.
88) In 2019, the regional branches carried out 44 joint research projects with external experts, and one outsourced
research projects.

hosting seminars 89) on improving regional

respective jurisdictions and to provide the

economic competitiveness and exploring and

Head Office with timely information collected

incubating emerging industries as engines of

through exchanges with their host country

economic growth. Through these seminars,

central banks, international organizations,

they attempted to contribute to the formu-

and finance and economics experts. They also

lation of strategies and policies for securing

worked to identify current policy and research

sustainable growth in their respective region-

trends by expanding their local networks

al economies. The regional branches operated

through, for example, hosting seminars92) with

the Select Area Research Program90) to target

other central banks and experts on interna-

areas where no regional branch is located or

tional financial markets.

those within a regional branch jurisdiction
The Bank of Korea's overseas represen-

toring or cooperation as an administrative and

tative offices also participated workshops93)

economic center for the region, and sought to

on economic and financial trends and key

formulate policies tailored to those selected

issues within their respective jurisdictions as

areas.

a means of sharing information and exchanging opinions with pertinent departments

The regional branches also hosted numer-

in the Head Office, and thus enhanced the

ous Regional Economy Forums91) on pressing

understanding of global economic issues and

issues for regional economic revitalization,

strengthened their capacity to lead discussions

particalarly with a focus on creating new jobs

when they participate in exchanges with their

in the area and fostering SMEs by inviting

foreign counterparts.

guests from various fields. Through these

B. Compilation of Statistics

share knowledge and information about related topics and to improve communication with
regional communities.

As a key agency in the compilation of national statistics, the Bank of Korea generates
18 approved sets of statistics, including tra-

(3) Research Activities at Overseas Representative Offices

ditional monetary and financial statistics,
such as currency, liquidity, interest rates on
deposits and loans, and household credit.

The Bank of Korea's overseas representa-

The approved statistics also include five main

tive offices endeavored to analyze and con-

national accounts - Gross Domestic Product

duct research on the economies within their

(GDP), Input-Output (I-O) Tables, National

89) In 2019, the regional branches held 27 seminars on regional economies.
90) A
 s of the end of 2019, 12 regional branches were operating part of the Select Area Research Program, targeting 15
selected areas.
91) In 2019, the regional branches hosted 15 Regional Economy Forums.
92) In 2019, the Bank’s overseas representative offices held 45 seminars.
93) In 2019 the Head Office held a workshop attended by employees from overseas representative offices and a large
number of working-level staff from the pertinent departments at the Head Office.

7. Research and Statistics

forums, the regional branches attempted to
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that present specific needs for research, moni-

Balance Sheet (B/S), Flow of Funds, and Bal-

Improvement and Expansion of Statistics

ance of Payments (BOP) - as well as other

88

statistics, such as International Investment

The Bank of Korea has updated the refer-

Position (IIP), Producer Price Index (PPI), Ex-

ence year for key national accounts, including

port and Import Price Indices (EPI and IPI),

GDP, I-O Tables, B/S, PPI, EPI and IPI. By

Financial Statement Analysis (FSA), Business

doing so, the Bank has enhanced its accuracy

Survey Index (BSI) and Consumer Survey

in the compilation of statistics that reflect re-

Index (CSI). The Bank also expanded its data

cent economic conditions, such as changes in

accessing credit card activity and news reports

industry structure and advanced production

in order to utilize big data in its compilation of

technology, and has improved convenience

official statistics, all while conducting research

and access for users by segmenting estab-

into text data analysis and efficient processing

lished accounts and creating new items.

methods for big data. The Bank also facilitated
statistical cooperation with international organizations, academia and the government.

The Bank also retroactively applied its current compilation standards to FSA statistics
compiled during the period of 2009 to 2014,

Table Ⅲ- 25. National Statistics Compiled by
Bank of Korea

Category
National
Accounts

Description
Gross Domestic Product (GDP), Balance of Payments,
Input-Output (I-O), Flow of Funds, National Balance
Sheet (B/S)1),International Investment Position (IIP),
External Assets in Debt Instruments and Debt.

and facilitated the establishment of pertinent
policies for medium-sized enterprises by
test-compiling the FSA statistics on such enterprises.
With rising public interest in the housing
market and housing-related loans, statistics

Money and
Finance

Monetary and Financial Statistics

Household
and Micro
Statistics

Survey of Household Finance and Living Conditions2)

Price Index

Producer Price Index (PPI), Export and Import Price
Indices (EPI and IPI)

Corporation
Statistics

Financial Statement Analysis

Economic
Sentiment

Business Survey Index (BSI), Consumer Survey Index
(CSI), Economic Sentiment Index (ESI)

Financial
Stability

Loan Officer Survey on Financial Institution Lending

Payment and
Settlement

Statistics on Payments and Settlements

Statistics (Coordinated Portfolio Investment

Other

Survey of Financial Literacy Competencies3)

Survey) for the successful implementation of

Notes: 1) Jointly with Statistics Korea.
2) J ointly with Statistics Korea and the Financial Supervisory
Service.
3) Jointly with the Financial Supervisory Service.
Source: Bank of Korea.

for mortgages by other financial institutions
were newly complied and the coverage of
mortgage statistics was extended to include all
financial institutions.
The Bank also strove to compile quarterly
production and income accounts by institutional sector, Detailed Securities Statistics, Detailed Flow of Funds (From-whom-to-whom
Tables), and Overseas Securities Investment

DGI-294) led by organizations such as the G20
and the IMF.

Figure Ⅲ- 22. 2019 Joint forum by the Korean Statistical Society and Bank of Korea (September 20, 2019,
Seoul)
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Strengthening of Domestic and International

national Experts on Inter-Industry Analysis in
December on the topic of the "Utilization of

The Bank of Korea co-hosted the 2019

I-O Tables in Analyzing Local Economies," in

Korean Statistical Society-BOK Joint Forum

order to collect a variety of opinions from us-

in September on the topic of “Artificial In-

ers and experts and to promote the utilization

telligence, Statistics, and the Central Bank.”

of input-output tables by improving under-

Participants learned about the basic concepts

standing of them. At this seminar, discussions

of machine learning from a statistical-learn-

took place about real cases where such tables

ing-theory perspective, and discussions were

were used for analysis and research, as well

held on the role of data analysis in the era of

as on the pertinent methodologies involved in

AI and on a range of data analysis cases that

the tables.

used AI techniques.

94) The Data Gap Initiative, launched at the G20 summit in London in 2009, refers to an international statistics development and improvement project being led by major international organizations, including the BIS and the ECB, as
well as G20 members, under the leadership of the IMF and the FSB. The first phase of the Data Gap Initiative (DGI1), on CDS, structuralization and non-bank financial institutions’ cross-border exposure, was carried out from 2010
to 2015. The second phase (DGI-2), covering derivative products, overseas direct investment and the sharing of
statistics, has been in progress since 2016 and is scheduled to be completed in 2021.
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Statistical Cooperation

The Bank also hosted the Seminar of Inter-
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Source: Bank of Korea.

The Bank held a joint seminar with institutions concerning big data in finance and the
economy, studied the theories and processing methods required to utilize big data, and
strengthened its research network.
Meanwhile, the Bank sought to forge closer
cooperative relationships with domestic statistics-related institutions, such as by hosting
the Statistics Cooperation Meeting in collaboration with Statistics Korea. The Bank also
participated in international meetings and
90

working-group workshops hosted by major
international organizations and central banks
in key countries, and discussed measures for
the stable establishment and implementation
of new international standards for statistics
and pertinent key issues.
Improvement of Economic Statistics Services

Over the course of the year, the Bank of
Korea provided 88 “Lectures on Economic
Statistics Indexes” at universities and public
institutions for the enhancement of the public
understanding of economic statistics. It also
uploaded more content to the “Economic Statistics” area of its official website.
The Bank made efforts to heighten user
convenience by, for example, promoting a
system reconstruction project to improve the
functioning of its Economic Statistics System
(ECOS).95)

95) For more details regarding the ECOS reconstruction project, please refer to “Improvement and Expansion of IT
System,” specified in 4.1.

8. Treasury and Securities
Business

issuance of Treasury bonds. In 2019, national
treasury receipts through all national treasury
agencies totaled 444 trillion won, while receipts directly deposited in the Bank amount-

A. Treasury

ed to 1,551 trillion won.
Most payments of Treasury funds are con-

ernment, is tasked with the management

ducted via real-time electronic transfers. Upon

of the receipt and disbursement of Treasury

receiving a request from a designated official

funds, and extends credit to the government.

to transfer Treasury funds, the Bank disburses

The Bank holds Treasury funds, such as na-

them into creditor’s accounts through finan-

tional taxes, as Government Deposits, dis-

cial institutions on a real-time basis. The Bank

burses funds from this account based on the

also makes payments for the operation of

government’s needs, and provides temporary

idle funds and redemption of Treasury bonds.

loans to the government when the govern-

In 2019, the amount of Treasury funds paid

ment faces a fiscal shortage.

through creditor accounts stood at 725 trillion
won

In addition, these transactions are accounted in accordance with the government
accounting system96) and verified against gov-

Table Ⅲ- 26. Receipts and Disbursements of
Treasury Funds

ernment data. In order to ensure the effective

(trillion won)

2018(A)

2019(B)

rea has also established and currently operates

399

438

444

6

1,240

1,391

1,551

159

Disbursement Through
Creditor Accounts

607

667

725

58

Disbursement Through
Government Deposits1)

1,015

1,141

1,258

118

the Treasury Network.

Receipts Through
Treasury Agencies

Receipt and Disbursement of Treasur y

Receipts Through
Government Deposits1)

Funds

Receipts from taxes and other government
revenues are processed by the Bank of Korea,
treasury agencies, the Post Office, and other agencies97) designated for such purposes.
Whereas treasury agencies deposit receipts

Change(B-A)

Total Receipts

Total Disbursement

Note: 1) Includes collection and operation of idle funds, issuance
and redemption of Treasury bonds, and transfers between
government accounts.
Source: Bank of Korea.

from general taxpayers, the Bank deposits the
government’s idle funds and funds from the

96) In Korea, the government accounting system is divided into a cash basis, which records income and expenses according to cash flow under the National Finance Act, and an accrual accounting basis, which records transactions
using double entry book-keeping as they occur under the National Accounting Act. The Bank of Korea handles
cash basis accounting only.
97) Since 2008, the Korea Financial Telecommunications and Clearings Institute (KFTC) has been designated as an
agency with the authority to receive Treasury funds through credit cards.

8. Treasury and Securities Business

2017

processing of Treasury funds, the Bank of Ko-
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The Bank of Korea, as the bank of the gov-

Current Status of Treasury Agencies

Operation of the Treasury Network

To improve convenience of taxpayers, the

In order to carry out tasks related to Trea-

Bank of Korea designates branches of finan-

sury funds, the Bank has established and

cial institutions that meet certain require-

operated the “Treasury Network” since 2003,

ments as treasury agencies to be entrusted

which links the Bank of Korea’s computer

with the business of receiving taxes and other

systems with the government’s Digital Bud-

government revenues. Depending on the type

get and Accounting System (dBrain), and the

of contract, treasury agencies can be classified

computer systems of financial institutions

as Type A, which are designated directly by

and Korea Financial Telecommunications

the Bank of Korea, and Type B, which are des-

and Clearings Institute (KFTC). The Bank

ignated indirectly as agencies by their federa-

enhances the system's efficiency by making

tions.

the majority of Treasury fund payments via

98)

92

real-time electronic transfers through the
Treasury Network, which facilitates the rapid

Table Ⅲ- 27. S
 tatus of Treasury Agencies1) and
Receipts Value

operation of fiscal funds. This is further im-

(number, trillion won)

2018

Number

Change(B-A)

proved by handling a massive volume of data,
for example, regarding the receipt of Treasury

Treasury agen6,894(22)
cies Type A

6,849(22)

-45(-)

Treasury agen10,158( 6)
cies Type B

10,314( 6)

156(-)

17,052(22) 17,163(22)

111(-)

With the aim of heightening the stability
of its treasury business operations managed

Total

Receipts
value

2019

Treasury agencies Type A

405

410

4

Treasury agencies Type B

17

17

0

423

427

4

Total

Notes: 1) Figures in parenthesis are numbers of institutions.
Source: Bank of Korea.

funds and national tax refunds, through a
batch process at a fixed time once per day.

through the Treasury Network, the Bank conducts annual simulation-based training programs. In particular, it examines whether organizations included in the Treasury Network
are able to operate treasury business through
alternative means, such as via e-mail or the

As of the end of 2019, there were 17,163

Disaster Recovery Center99), in the event of a

treasury agencies, up by 111 from the previous

failure of the targeted financial institutions’

year-end. National treasury receipts via trea-

computer systems.

sury agencies totaled 427 trillion won, similar
to the level from 2018.

There were a total of 411,800 cases per day
of receipts and disbursements of Treasury
funds through the Treasury Network in 2019,

98) Type A includes branches of banks, while Type B applies to branches of mutual credits, credit unions, community
credit cooperatives, and mutual savings banks.
99) This is a backup computer system to handle treasury business operations in the event of emergencies that lead to
failures in the main systems.

with a total of 18.3 trillion won in monetary
value, increasing in cases and value of 7.4 per-

Table Ⅲ- 29. Ceilings on Loans to the Government
(billion won)

cent and 7.5 percent over the previous year.

2018(A)

2019(B)

30,000

30,000

-

Public Capital Management Fund

8,000

8,000

-

the amounts and numbers of recipients in-

Special Account for
Grain Management

2,000

2,000

-

creased.100)

Total

40,000

40,000

-

This was primarily due to an expansion of
Treasury funds disbursement with increased
tax revenues, including expenses for employee and childcare subsidies, of which both

Treasury Single
Account

Change(B-A)

Source: Bank of Korea.

Table Ⅲ- 28. Treasury Network Transactions (daily
average)

In 2019, the Bank provided 2.9 trillion won
(thousand number, trillion won, %)

44.8

2.2

2018. On a cumulative basis, loans to the gov-

339.5

367.0

8.1

ernment increased by 35.5 trillion won, from

304.3

315.6

3.7

1.0 trillion won to 36.5 trillion won. This was

35.2

51.4

46.0

attributable to expanded government demand

383.4

411.8

7.4

15.0

16.2

8.4

2.1

2.1

1.0

es, and changes in tax revenues while govern-

(Treasury receipts)

1.8

1.8

1.4

mental expenditures, including a supplemen-

(National tax
refunds)

0.3

0.3

-1.2

17.1

18.3

7.5

File transfers
Number

(Treasury receipts)
(National tax
refunds)
Total
Real-time electronic
transfers
File transfers

Value

Total
Source: Bank of Korea.

for loans to cover a temporary fiscal shortage
caused by, for example, the time discrepancy
between the receipt and disbursement of tax-

tary budget, expanded.

Figure Ⅲ- 23. Loans to the Government
Average balance(left)

Temporary Loans to the Government

(trillion won)
10

Based on resolutions of the Monetary Policy

total(right)
(trillion won)
70

66.0

9

60

8

Board, the Bank of Korea sets and manages a

7

ceiling on its credit extended to the govern-

6

ment. The ceiling for 2019 was 40 trillion won,

5

unchanged from the previous year.

4

50
36.5

40
30

3.2

2.9

3
1.5 11.7

2

1.4

8.0

1

1.1

20
10

1.0

0

0
2015

2016

2017

2018

2019

Source: Bank of Korea.

100) In 2019, the number of recipients and amount of employee and child care subsidies increased to 4.73 million cases and 5.0 trillion won, respectively, a significant increase over 2018 (2.6 million cases, 1.8 trillion won).
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43.9

average balance basis, up 1.8 trillion won from
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2019

Real-time electronic
transfers

Change(%)

in temporary loans to the government on an

2018

B. Securities

Table Ⅲ- 30. Issuance and Redemption of Treasury Bonds

To facilitate the effective operation of its

(billion won)

End of 2018
outstanding

monetary and credit policies, Bank of Korea
issues Monetary Stabilization Bonds and buys,

Issuance

End of 2019
Redemption outstanding

sells, and lends government and public bonds.

Treasury
Bonds

567.0

101.7

57.2

611.5

The Bank is also entrusted by the government

3-year

47.2

20.6

20.4

47.4

with the authority to issue, redeem, and register Treasury bonds and bills.
In 2019, a total of 101.7 trillion won worth
of Treasury bonds

101)

94

2019

was issued through com-

petitive auction, and 57.2 trillion won’s worth

5-year

104.2

18.5

23.4

99.3

10-year

204.5

26.1

13.0

217.6

20-year

117.5

7.7

0.4

124.8

30-year

90.2

25.6

0.0

115.8

50-year

3.4

3.2

0.0

6.6

Source: Bank of Korea.

was redeemed. As a result, the value of Treasury bonds in circulation totaled 611.5 trillion
won as of year-end 2019, an increase of 44.5

Figure Ⅲ- 24. Issuance and Redemption of Treasury Bills

trillion won from 567.0 trillion won at year-

Issuance

end 2018. In particular, as the volume of longterm bond issuance increased for financing
medium- to long-term government funds, the
value of Treasury bonds in circulation with
10-, 20-, 30- and 50-year maturities increased.
With regard to Treasury bills,102) a total value

which was redeemed by the end of the year.

(trillion won)

60

60
48.7

50
37.5

40

50
40

30

30

of 48.7 trillion won was issued through competitive bidding in 2019, the full amount of

Redemption

(trillion won)

20.9
20

20
7.9

10

10
2.0

0

0
2015

2016

2017

2018

2019

Source: Bank of Korea.

Meanwhile, like many central banks in other major countries,103) Bank of Korea provides

101) Treasury bonds are government bonds issued for the purposes of receipts or disbursements of medium- and
long-term government funds.
102) Treasury bills are short-term bonds that the government issues to secure financing from the markets and to compensate for temporary shortages caused by seasonal factors throughout the fiscal year.
103) Central banks that provide securities custody services for foreign central banks and international financial institutions include the U.S. Federal Reserve Bank of New York (FRB NY), the European Central Bank (ECB), the Bank of
England (BOE), the Bank of Japan (BOJ), the People’s Bank of China (PBOC), the Reserve Bank of Australia (RBA),
the Banque de France (BDF), the Deutsche Bundesbank (DBB), the Bank of Canada (BOC) and the Nederlandsche Bank (DNB).

securities custody services in order to support

C. Fund Management

investment in Korean bonds by foreign central
banks and international financial institutions.

Under the Bank of Korea Act and other re-

As of the end of 2019, the Bank had entered

lated legislation, the Bank is entrusted by the

into securities custody agreements with five

government to operate and manage various

foreign central banks and one international

funds, including the Public Capital Manage-

financial institution for Treasury bonds and

ment Fund, the Fund for Repayment of Public

MSBs amounting to 24.1 trillion won. It pro-

Funds, and the Saving Bounty Fund for En-

vided services including the safekeeping and

couraging Lump-Sum Savings of Farming

settlement of securities, receipts of principal

and Fishing Households.106)

and interest, and management of transactions.
The Omnibus Account of the Public Capital
Management Fund raised 178.4 trillion won

ation, it has also participated in international

during 2019 through the issuance of Treasury

conferences104) for central banks that provide

bonds, receipts of principal and interest on

securities custody services.

deposits, which was paid out in redemptions

105)

of principal and interest on Treasury bonds
Figure Ⅲ- 25. Investment Through BOK Securities Custody Services(End of year)
(trillion won)
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2019

raised 8.5 trillion won over the year, partly in
transfers from Public Capital Management
Fund deposits, and was used for the redemption of debts.

104) International forums for central banks in major countries that provide securities custody services and the Bank for
International Settlement (BIS) have been held regularly every year since 2013.
105) For more details about the Bank of Korea’s securities custody services, please refer to Box III-3 The Bank of Korea Securities Custody Services.
106) Specifically, the Bank carries out the collection of revenues, payment of disbursements, and accounting related to
these tasks.

8. Treasury and Securities Business
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In an effort to bolster international cooper-

Table Ⅲ- 31. Features of BOK’s Government Fund
Management Business

Fund’s name

96

Objective of establishment and major features

Established in 1994 in order to integrate and manage
surplus funds and to efficiently manage the issuance and
redemption of Treasury Bonds. The Fund is comprised
of Omnibus Account, Treasury Loan Account, and Loan
Account.
Omnibus Account raises funds through the issuance of
Treasury Bonds, placements from other funds and utilizes
them for the redemption of principal and interest on TreaPublic
sury Bonds and for the deposit to other accounts or funds,
Capital
Manage- including the General Account and the Fund for
ment Fund Repayment of Public Funds.
Treasury Loan Account manages the lending and collection of funds necessary for improving national welfare and
supporting major industries.
Loan Account manages the withdrawal and redemption of
financing loans introduced under public agreements with
international cooperation organizations, foreign governments, or foreign corporations.
Founded in 2003 in order to facilitate the redemption of
debts incurred, in financial restructuring, by the Korea
Deposit Insurance Corporation and the Korea Asset
Management Corporation.
Fund for
Repayment The Fund had contributed a total of 49 trillion won to the
of Public Fund for Redemption of Deposit Insurance Fund Bonds
Funds
and the Non-performing Loan Resolution Fund from 2003
through 2006, and in this regard it is scheduled to redeem
all of its obligations by 2027 through funds transferred
from the General Account and the surplus in tax accounts.
Saving
Bounty
Fund for
Lump-Sum
Savings of
Farming
and Fishing
Households

to farmers and fishermen officially registered
with Lump-Sum Savings in Farming and
Fishing Households.107) As of the end of 2019,
the total number of subscribers was 277,000
households.

Table Ⅲ- 32. Fund Raising(Operation) Amount
(billion won)

Public Capital
Management Fund
Omnibus Account

2018(A)

2019(B)

Change(B-A)

159,873

178,418

18,545

Treasury Loan Account

656

602

-54

Loan Account

221

100

-121

Fund for Repayment of
Public Funds

3,427

8,458

5,031

Saving Bounty Fund for
Lump-Sum Savings of
Farming and Fishing
Households

83

71

-12

Source: Bank of Korea.

Meanwhile, in order to enhance the returns of the three funds, the Bank invested
temporary idle funds in short-term financial
products, such as those in the Money Market

Established in 1986 to provide a savings bounty to farmers
and fishery workers participating in the lump-sum savings
program for farming and fishing households.
The Fund raises funds through annual contributions from
Bank of Korea and the government.

Deposit Account (MMDA) and the RP.

Source: Bank of Korea.

The Savings Bounty Fund for Encouraging
Lump-Sum Savings in Farming and Fishing
Households raised a total of 70.8 billion won
over the year, including 35.4 billion won from
the government and 35.4 billion won from the
Bank. It was used to provide savings bounties

107) The Savings Bounty Fund for Encouraging Lump-Sum Savings in Farming and Fishing Households provides payments of additional interest at rates ranging from 0.9 to 1.5 percent per year (and 3.0 to 4.8 percent per year for
low-income households) as a savings bounty to savers at maturity.

exchange markets, as their investments are

Box III-3.

made for public purposes, such as the management of national foreign reserves, and
since the level of capital inflow and outflow

Bank of Korea Securities Custody Services

will remain low. Foreign public institutions
that invest in Korean bonds tend to prefer the
services of the Bank of Korea, which is safer

Investment in Korean bonds by foreign central banks and international financial institu-

and more reliable than private service providers.

tions has continued to expand since the global
Specifically, when foreign central banks,

toward the diversification of investment assets

international financial institutions, and for-

and the relatively high returns provided. The

eign governments invest in Korean Treasury

volume of Korean bonds held by foreign public

bonds, Treasury bills, and Monetary Stabili-

financial institutions, such as foreign central

zation Bonds, the Bank of Korea enters into a

banks and international financial institutions,

business agreement with the institution and

significantly increased from 4.3 trillion won at

provides services, including the safekeeping

the end of 2008 to 67.6 trillion won at the end

of bonds, the receipt of principal and interest,

of 2019.

the settlement of the securities and funds involved in securities transactions, withholding
tax, and transaction management. The Bank

Figure Ⅲ- 26. Volume of Korean Bonds Held by
Foreign Public Financial Institutions

to five foreign central banks and one interna-

(trillion won)

80

80

60

60

40

40

20

20

0

0
2008

2015

tional financial institution.

Figure Ⅲ- 27. S
 tructure of BOK Securities Custody Services
Placing of an Order /
Notification of Transaction Details

Foreign Central Banks

Bond Brokers

Order of Settlement /
Notification of Settlement
Notification of Settlement
Details / Settlement of
Details / Reconciliation, etc. Transaction

2019
Notification of Settlement Details /
Settlement of Transaction, etc.

Source: Bank of Korea.

The Bank of Korea

The Bank of Korea has been providing se-

Korea Securities Depository

Source: Bank of Korea.

curities custody services since 2015 on the
grounds that investments in Korean bonds
by foreign public financial institutions will

The Bank’s securities custody services en-

help stabilize Korea’s financial and foreign

courage stable, long-term investment from

8. Treasury and Securities Business

(trillion won)

currently provides securities custody services
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financial crisis in 2008 thanks to a movement

foreign public financial institutions by reducing investment-related risk. Furthermore, they
contribute to the stability of financial and foreign exchange markets by strengthening the
monitoring of capital flows.
Since 2013, the Bank has regularly participated in international conferences for central
banks from major countries that provide securities custody services, including the U.S.,
the U.K. and Japan, in an effort to strengthen
international cooperation while sharing busi98

ness operational experiences and discussing
policy tasks.
With the advancement of financial globalization, the importance of the Bank’s securities custody services is expected to grow.
Accordingly, the Bank of Korea will continuously strive to provide stable services and to
improve its business operations.

9. External Communications

publications discuss research and analysis
on current issues, such as text mining and
changes in the labor market, as well as major

The Bank of Korea has been strengthening

operations of the Bank of Korea, including

its communications with the public by diver-

monetary policy and financial stability. The

sifying its communication channels so as to

Bank also worked steadily to solicit a wide

enhance public understanding of and trust in

range of opinions from the general public and

it as the central bank of the country. In par-

external experts on its major reports, including

ticular, the Bank expanded the quantity and

the Annual Report and Monetary Policy Re-

quality of its communications with the pub-

port, as well as on major policies, such as Base

lic through an expansion of communication

Rate adjustments. The opinions received were

channels, such as social media and via events

reflected in its policy-making and operational

that allow broad participation, including a

implementation.

User Created Content (UCC) contest. In adIn addition to these efforts, the Bank hosted

including volunteer work, that fulfill its social

a variety of events providing opportunities

responsibility role as the central bank. In ad-

to enhance communication with the public.

dition, it operated online and offline economic

In 2019, the “Video UCC Contest for Ap-

educational programs to promote financial

proachable Economy-related Stories” that

literacy among the general public.

was launched in 2018 was held for middle
and high school students. Six winners were

A. Expansion of Public Communication

selected from among the 158 entries. The annual “Monetary Policy Challenge”108) was also
put forward to help enhance college students’

communicate actively with the public by uti-

understanding of monetary policy by encour-

lizing a range of communication channels,

aging them to apply economic theory to the

including the publication and distribution of

analysis of economic conditions and make a

research materials, the hosting of various con-

simulated decision on interest rates. The Bank

ferences and events, maintaining its official

attempted to lessen the burden on partici-

website and social media accounts, and oper-

pants and strengthen the transparency and

ating the Bank of Korea Money Museum.

fairness of the judging process by shortening
the discussion stage, simplifying the docu-

First, the Bank distributed 363 periodicals

ments required for submission, and hosting a

and issued 347 press releases and other press

separate competition for each group, among

reference materials during 2019, including

other refinements. The “Monetary Policy

its Monthly Statistics Bulletin, BOK Working

Workshop” was also held to share opinions

Papers, and Global Economy Focus. These

with academic specialists on local and global

108) This competition has been held since 2003 in order to provide college students with a venue for experiencing a
simulated monetary policy decision-making process. In 2019, a total of 396 college students participated, on 99
teams from 51 universities nationwide.

9. External Communications

The Bank of Korea has been striving to

III. Bank of Korea’s Conduct of Its Business

dition, the Bank took active part in activities,

99

Figure Ⅲ- 28. Monetary Policy Challenge (August 14, 2019)

100

Source: Bank of Korea.

financial and economic issues and foster their
interest in and understanding of the policies

Table Ⅲ- 33. Visitors to BOK’s Main Website
(thousand persons)

and operations of the Bank.
The Bank of Korea continued to work on
strengthening its communication with the

Visitors

2017

20181)

2019

2,454

2,861

4,336

Note: 1) The integrated website launched on May 16, 2018.
Source: Bank of Korea.

public through its website and social media
channels in line with the ongoing diversifi-

On its official Facebook profile, the Bank

cation of media outlets. First, in order to en-

hosted quizzes, such as “Basic Detection of

hance user convenience, the Bank expanded

Counterfeit Banknotes” and “Bank of Korea

the content on its integrated website to include

Commemorative Coin Design Ideas.” Partic-

tutorials and video clips about the foreign

ipants were encouraged to leave their ideas

exchange trading review process, net trading

about the topic in the comment section, to

by foreign exchange authorities, and other

help them understand the related operations

topics. In order to allow users to quickly grasp

of the Bank. The Bank also posted infograph-

key points and to easily access the content in

ics complementing key press releases through

which they are especially interested, the web-

its Facebook profile and Twitter feed to public-

site was improved to provide an overview of

ly disseminate information about the Bank’s

major reports, along with each chapter of the

operations. It added relevant video clips of

report separately. The Bank also posted a di-

events, such as press conferences on Mone-

verse range of content to its social media(You-

tary Policy Decisions, Bank of Korea Friday

Tube, Facebook, etc.) to expand users’ access

Lectures, and more to its YouTube channel.

to information.

Figure Ⅲ- 29. Community Service at Bank of Korea (December 14, 2019)
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Source: Bank of Korea.

YouTube

FaceTwitter Flickr
book

Kakao
story

Inception

Jul.
2013

Aug.
2014

Aug.
2014

Aug.
2014

Oct.
2014

Posts
(number)

789

1,389

1,205

1,507

1,017

Source: Bank of Korea.

Museum hosted 277,000 visitors in 2019, up by
13,000 from the previous year.

Table Ⅲ- 35. V
 isitors to the Bank of Korea Money
Museum1)
(thousand persons)

Visitors

2017

2018

2019

255

264

277

Note: 1) Includes regional branch money exhibition halls.

In addition to its permanent exhibition, the

Source: Bank of Korea.

Bank of Korea Money Museum held a currency exhibition titled “Embracing the Future:

The Bank of Korea also strove to allevi-

Cultural Heritage in Currencies.” Its gallery

ate public inconvenience through polite and

organized the feature exhibitions “The Hymn

prompt responses to questions and complaints

of Spring” and “Meet Local Masters of Art.”

related to its operations, including its foreign

All of this expanded communication with the

exchange reviews, currency supply and mone-

general public through money and art. In an

tary policy.

effort to enhance visitors’ convenience and
their understanding of exhibitions, the Bank
reorganized its “Life of Currency” program,
remodeled its educational experience center,
developed a stamp tour program, and operated a weekend course and classes for children at the museum. Buoyed by the variety

9. External Communications

Note: 1) As of year-end.

of exhibitions and educational programs, the

III. Bank of Korea’s Conduct of Its Business

Table Ⅲ- 34. Social Media Operated by BOK1)

Table Ⅲ- 36. Number of Complaints Received
and Processed1)
(times)

college students and the general public. In
addition, the Bank held economics tutoring
sessions on monetary and financial economics

2017

2018

2019

during 2019, with particular attention to pro-

Acceptance

1,277

1,234

1,385

Settlement

1,277

1,234

1,385

fessional fields where the specialist knowledge

Note: 1) Subject to change, due to the ex-post registration of complaints on the complaint processing ledger.
Source: Bank of Korea.

and practical experiences of the Bank’s staff
can best be utilized. In the case of its lectures
at universities, “Special Lectures on Management and Economics” and the “Economy of

102

Beyond these efforts, the Bank's staff took

Technique Seminar” were established as reg-

part in activities contributing to society in

ular courses during the academic year at Seoul

order to help fulfill its social responsibilities

National University of Science and Technolo-

as a central bank. The first Saturday of every

gy. In addition, “Macro-Financial Policy” and

month is designated as Voluntary Service Day,

“Macroeconomics and Central Banks” were

on which staff from the Bank participate in a

launched at Kookmin University in the first

free lunch program and nursing home visits.

and second semesters, respectively. “Central

In addition, staff frequently raise funds to help

Banking” was established as a regular course

children from single-parent households and

for students at regional universities, including

senior citizens who live alone, and also visit

Cheongju University and the University of Su-

social welfare facilities.

won, as part of efforts led by regional branches of the Bank. In the first and second half of

B. Strengthening Economic and Financial Education

the year the Bank also provided an economic
lecture for member companies of the Korean
Chamber of Commerce and Industry about

The Bank of Korea devoted efforts to effec-

recent trends and the overall outlook.

tively delivering its diverse range of economic
education programs to the general public as a

On-site economic education programs, such

means of fostering rational decision-making

as “Economic Lectures for Youth” using “The

capacities and improving understanding of its

Economics Education Volunteers Program”109)

major policies.

and “Economy Camps for Youth,” were operated to provide teenagers with education

For on-site economic education, the Bank

about the economy. Indirect educational pro-

held its “Bank of Korea Friday Lecture” on

grams, such as “Economy Training Courses

a weekly basis, consisting of a lecture with

for Teachers,” were provided as well. In or-

a focus on timely economic issues, targeting

der to further promote financial inclusion110)

109) Introduced in April 2013 as a means of meeting the increasing social demand for economic education, this new
program selects qualified college students to teach courses about the economy at the K-12 level.
110) This refers to all relevant activities aimed at improving financial understanding and access to financial services
across all segments of society, including financially-underprivileged groups, such as multicultural families and
North Korean refugees.

among vulnerable social groups, the Bank

the public can effectively acquire economic

introduced economic education programs

knowledge regardless of time and place. The

for recipients of unemployment benefits and

statistics included in the “Bank of Korea’s Ba-

participated actively in the economic educa-

sic ideas of Economy,” targetting the general

tion activities of the pertinent authorities to

public and a key economic educational item at

support North Korean refugees in adapting to

the Bank, were also fully updated to enhance

life in a market economy. Due to these efforts,

their reliability and utility. In addition, the

a total of 75,370 people participated in on-site

Bank published 36 articles on timely economic

educational courses provided by the Bank at

issues in the Dong-A Ilbo’s economy section.

1,483 events in 2019.

It provided proper information based on the
expertise and experiences of the central bank

Table Ⅲ- 37. On-site Economic Education Performance
(times, persons)

2018

channels to inform the public about the Bank’s
policies and operations.

2019

Youths

748
(31,483)

749
(33,659)

773
(29,615)

General Public

703
(37,680)

587
(34,261)

710
(45,755)

Total

1,451
(69,163)

1,336
(67,920)

1,483
(75,370)

Meanwhile, the Bank strengthened internal
and external cooperation as a means to carry
out effective public economic education. It
held its “Bank of Korea Economics Education
Forum,” twice with a program comprised of
economics education experts, including pro-

Note: Figures in parenthesis refer to the number of persons.
Source: Bank of Korea.

fessors in the field of economics education and
researchers from institutes. The suggestions
gathered through the forums contributed

nomic educational textbooks and update digi-

significantly to improving the quality of eco-

tal economic educational content. It produced

nomics education as, for example, they were

one video, four clips of motion graphics, eight

reflected in the Economy Training Course

episodes of “card news,” 73 webtoons, and 40

for Teachers. In addition, the Bank actively

videos of the “Bank of Korea Friday Lecture”

participated in international discussions on

to enhance the public’s understanding of

economic education held by the OECD In-

the economy and finance. It also redesigned

ternational Network on Financial Education

its economic education books. In line with

(INFE)112) as a means to identify the latest in-

changes in the media environment, videos

ternational trends in economic education and

and motion graphics were produced,

reflect them in setting the direction for the

111)

tai-

lored to target users’ level of education so that

Bank’s economic education.

111) For more details on the Bank of Korea’s development of economic educational content, please refer to Box III-4
Reorganization of Digital Economic Education Content.
112) Established in May 2008, the OECD International Network on Financial Education (INFE) is a specialized agency
under the Organization for Economic Co-operation and Development (OECD) for the purposes of exchanging
information between countries and developing international standards and best practices related to financial and
economic education.

9. External Communications

The Bank also endeavored to develop eco-
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2017

staff, and used all available communication

tion about tales related to the economy found

Box III-4.

in famous literary works, including “Belling
the Cat.” Eight episodes of card news were
also produced to explain key economic indi-

Reorganization of Digital Economic Education Content

cators, such as currency and interest rates at a
glance. Cartoon textbooks by the Bank, such
as “Kaya’s Dynamic Economic Adventures,”

The Bank of Korea developed economic

were made into webtoons, seven episodes of

educational content to enhance public under-

which were published on the Bank’s website

standing of the economy and finance.

to help young people easily access economic
information. In addition, 40 videos from the

104

First, the Bank produced one video, four

“Bank of Korea Friday Lecture” series were

clips of motion graphics, eight episodes of

posted on the Bank’s website and uploaded to

“card news,” 73 webtoons, and 40 videos of

its YouTube channel, too.

the “Bank of Korea Friday Lecture”. They
were went up on the Bank of Korea’s official
website and on its YouTube channel.

In the future, the Bank plans to continue to
expand its provision of economic education for
the general public by steadily creating diverse

Figure Ⅲ- 30. Video Clip, “Learn About the GDP
and the Balance of Payments with
BTS”

digital material and content for economics education, in keeping with the changing media
landscape.

Figure Ⅲ- 31. Motion Graphics, “Belling the Cat”

Source: Bank of Korea.

It explained fundamental concepts underlying GDP and the balance of payments as

Source: Bank of Korea.

macroeconomic indicators in the video “Learn
About GDP and the Balance of Payments
with BTS.” This video, targeting teenagers,

Figure Ⅲ- 32. Card News, “What Are Interest
Rates?”

featured BTS and other famous entertainers
well-known among young people in order
to help them grasp the aforementioned concepts. To stimulate young people’s curiosity
and interest, the Bank produced four motion
graphic clips combining graphics and narra-

Source: Bank of Korea.

