Preface by the Governor

As the central bank responsible for implementing Korea’s monetary
and credit policies, the Bank of Korea has dedicated its utmost efforts to
achieving price and financial stability, thereby contributing to the sound
development of the national economy.
During 2019, the Korean economy suffered great hardships due to
the deterioration of external conditions. The business conditions facing semiconductors, one of Korea’s major export items, experienced a
delayed recovery, amid shrinking international trade influenced by the
trade dispute between the U.S. and China. In this process, the volatility
of financial and foreign exchange markets frequently spiked and economic sentiment contracted. Subsequently, the economic growth rate
slowed to 2 percent, and price inflation remained low at around 0 percent due to weakening growth coupled with the effects of an oil price
decline and government social-welfare policies.
Under these financial and economic conditions, the Monetary Policy Board adjusted the Base Rate to 1.25 percent after rate cuts of 0.25
percentage points in both July and October 2019. These decisions were
made in consideration of the need to expand the extent of monetary
policy easing in order to support the economic recovery and to relieve

disinflationary pressures. Meanwhile, the Bank of Korea continued its
efforts to strengthen its policy communication to enhance economic entities' understanding of the current situation in response to rising concerns that low inflation could continue for a considerable period of time.
More specifically, the Bank published a report examining the operating
status of inflation targeting in June and December and hosted press
conferences with the aim of providing detailed explanations of current
conditions and forecasts of inflation and policy directions.
As a member of the Board of Directors of the Bank for International
Settlements, the Bank of Korea actively engaged in global discussions
on international financial issues and continued its efforts to strengthen
its multilayered foreign exchange safety net by renewing currency swap
agreement with the Central Bank of the UAE. The Bank also activated
its emergency response system immediately and reviewed countermeasures in case of expanding volatility in international financial markets,
as a way of ensuring the timely stabilization of the domestic financial
and foreign exchange markets.
In addition, the Bank strived to cope with the external changes surrounding the Korean economy in a proactive and preemptive manner.
To this end, the Bank was reorganized to enhance related research
capability in line with trends such as the declining birth rate, an aging
population, and innovations in digital technology. Also, the Bank’s IT
systems were improved and expanded to better support its operations,
such as research and payment and settlement systems, as a means to
boost the productivity and efficiency of the organization.
Entering 2020, the spread of COVID-19 has resulted in higher financial and economic uncertainties, such as reduced consumption,
disrupted production, and increased volatility in financial markets.
Taking these factors into consideration, the Bank will maintain its accommodative monetary policy stance, thus reducing macroeconomic
downside risks and volatility in financial markets. Furthermore, considerable attention will be paid to changes in financial stability, such as to
the current status of the housing market and to the flow of household
loans. The Bank will also devote steady efforts toward strengthening its
communication with the public for the purpose of enhancing the transparency and predictability of its monetary policy as a way of boosting

the Bank’s credibility.
This annual report provides an analysis of the financial and economic
conditions in Korea and a systematic presentation of the operations and
management conditions at the Bank of Korea during the year 2019. It is
our hope that this report will help to broaden the public’s understanding of the Bank of Korea’s roles and the situation facing the Korean
economy.
March 2020
Lee, Juyeol
Governor
Bank of Korea

