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Current Economic and Financial Developments

Economic Developments
<Figure 2>

Economic Growth

Consumer Sentiment Index
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In the second quarter of 2021, Korea’s real GDP
increased by 0.8% on a quarter-on-quarter basis,
as consumption expanded further and facilities
investment continued to increase, despite exports
and construction investment moving to negative
territory.
<Figure 1>
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Final consumption expenditure increased by 3.7%
from the previous quarter. Specifically, private
consumption grew by 3.6% from the previous
quarter, owing to the increased consumption of
semi-durable goods such as clothing, services
such as entertainment and culture, and food
and accommodations. Meanwhile, government
consumption expenditure rose by 3.9%, due to an
increase in expenditure on health insurance benefits
driven largely by the resumption of routine hospital
visits. In the third quarter, final consumption
expenditure is expected to grow at a slower pace as
private consumption has transitioned to a downward
trend with the resurgence of COVID-19.

Jan.18

Jan.19

Jan.20

Jan.21

Note : 1) 2003 ~ 2020 = 100
Source : Bank of KoreaConsumer Survey

In the second quarter, facilities investment
increased by 1.1% over the previous quarter,
continuing its steady increase. Machinery investment
decreased slightly by 0.3%, owing to the base effect
of the sharp increase in investment in semiconductor
manufacturing equipment in the previous quarter, but
still maintained its steep upward trend (+14.5%) year
on year. Meanwhile, investment in transportation
equipment rose by 5.6%, owing largely to investment
in commercial vehicles. Facilities investment is
expected to decline in the third quarter, driven by
the base effect of the substantial investment that has
been made so far in the first half of this year, but
maintain its steady increase year on year.
<Figure 3>
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<Table 1> 			

GDP and Expenditure Components1)
(Unit : percent)

2019

2020p

2021p

Year

Year

I

II

III

IV

I

II

GDP

2.2

-0.9

-1.3

-3.2

2.2

1.1

1.7

0.8

Final consumption expenditure

3.2

-2.4

-4.5

1.1

0.2

-1.1

1.3

3.7

(Private consumption)

2.1

-5.0

-6.6

1.2

0.2

-1.3

1.2

3.6

(Government consumption)

6.4

5.0

1.6

1.0

0.1

-0.4

1.6

3.9

Gross fixed capital formation

-2.1

2.6

0.3

-0.9

-0.1

1.8

2.5

-0.4

(Facilities)

-6.6

7.1

0.1

0.7

5.8

-0.6

6.1

1.1

(Construction)

-1.7

-0.4

0.1

-2.9

-3.9

3.5

1.3

-2.3

3.1

4.0

1.2

1.8

0.8

1.3

0.2

1.4

Exports of goods and services

0.2

-1.8

-0.8

-15.9

16.3

5.3

2.0

-2.0

Imports of goods and services

-1.9

-3.3

-2.6

-5.8

5.9

1.5

2.9

2.8

(Intellectual property products)

Notes : 1) Percent change from preceding period
2) p : preliminary
Source : Bank of Korea「National Accounts」

In the second quarter, construction investment
decreased by 2.3% from the preceding quarter.
Building projects decreased by 2.5%, and civil
engineering projects decreased by 1.8%, driven down
by the decrease in building starts, frequent rain, and
interruptions in the supply of building materials. In the
third quarter, construction investment is likely to remain
sluggish, particularly in the civil engineering sector,
as construction is being affected by heat waves, heavy
rains in autumn, increasing prices of building materials,
and decreasing SOC budget execution.
Intellectual property investment rose by 1.4%
from the previous quarter, reflecting the increase in
research and development. Going forward, intellectual
property investment is expected to continue its
upward trend, buoyed by the continued growth of
R&D investment related to new growth industries
such as semiconductors and batteries and increase in
demand for IT services amid the accelerating digital
transformation.
Exports decreased by 2.0% from the previous
quarter, as the exports of goods entered a downward
trend despite services exports rising at a faster pace.
Imports increased by 2.8% quarter-on-quarter, as
imports of goods and services increased.
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<Figure 4> Commencement of Building Construction
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By industry, manufacturing production declined
by 1.3% on a quarter-on-quarter basis in the second
quarter, owing to the contraction of chemicals and
chemical products and transportation equipment.
Economic activity in the service industry rose
by 2.1% from the previous quarter, driven up by
increases in transportation and storage, culture
and other service sectors. In the construction
industry, the level of economic activity slid by
1.3% from the previous quarter, largely as a result
of a decrease in civil engineering projects and
non-residential building construction. Meanwhile,
economic activity in the electricity, gas, and water
supply industries contracted by 4.1% quarter-onquarter, led by a decrease in electricity.

<Table 2>
Economic Activity by Sector1)
(Unit : percent)
		
2019

2020p

2021p

Year

Year

I

II

III

IV

I

Agriculture, forestry & fishing

3.9

-4.0

3.4

-8.6

0.0

4.3

7.5

-12.7

Manufacturing

1.1

-0.9

-0.1

-9.4

7.5

3.1

3.8

-1.3

Electricity, gas & water supply

4.3

4.2

6.6

-1.5

-2.6

3.9

5.9

-4.1

-2.6

-1.4

0.2

-1.1

-4.5

1.4

0.9

-1.3

3.4

-1.0

-2.5

-0.8

1.0

0.6

0.7

2.1

Construction
Services

II

Notes : 1) Percent change from preceding period
2) p : preliminary
Source : Bank of Korea「National Accounts」

Employment and Wages
In the third quarter of 2021, the number of employed
persons maintained its significant upward trend
with an increase of 577,000 on a year-on-year basis,
continuing its rapid growth from the second quarter.
<Table 3>

Going forward, the recovery of employment is likely
to continue to improve as the domestic economy
recovers with the gradual relaxation of restrictions on
economic activity.

Employment Status

(Unit : thousand persons, percent)
		

2019
Year

2020
Year

I

II

2021
III

IV

I

II

III

Not seasonally adjusted
Labor force
(Participation rate)
Unemployed
(Unemployment rate)
Employed1)

(Employment rate)

28,186

28,012 27,911 28,075 28,068 27,995

27,748

28,596

28,451

63.3

62.5

62.5

62.7

62.6

62.4

61.7

63.5

63.1

1,063

1,108

1,162

1,226

1,001

1,043

1,380

1,129

807

3.8

4.0

4.2

4.4

3.6

3.7

5.0

3.9

2.8

26,904 26,749 26,849 27,068 26,952

26,369

27,467

27,645

27,123
(301)

(-218)

(288)

(-407)

(-314)

(-441)

(-380)

(618)

(577)

60.9

60.1

59.9

60.0

60.4

60.0

58.6

61.0

61.3

28,012 28,327 27,808 27,895 28,057

28,129

28,336

28,259

Seasonally adjusted
Labor force
(Participation rate)
Unemployed
(Unemployment rate)
Employed2)

(Employment rate)

28,186
63.3

62.5

63.4

62.1

62.2

62.5

62.5

62.9

62.6

1,063

1,108

1,048

1,143

1,066

1,201

1,247

1,051

858

3.8

4.0

3.7

4.1

3.8

4.3

4.4

3.7

3.0

26,904 27,279 26,665 26,829 26,857

26,882

27,285

27,401

27,123
(301)

(-218)

(-23)

(-614)

(164)

(27)

(26)

(403)

(116)

60.9

60.1

61.0

59.6

59.9

59.8

59.8

60.6

60.7

Notes : 1) Figures in parentheses refer to changes from the same period of the previous year
2) Figures in parentheses refer to changes from preceding period
Source : Statistics Korea「Economically Active Population Survey」
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<Figure 5>
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By industry, in the third quarter of 2021, the
number of employed persons in the service industry
rose at a faster pace, showing an increase of 503,000
on a year-on-year basis, following the increase of
476,000 recorded in the second quarter of 2021, due
mostly to the accelerating increase in employment
in the transportation, warehousing and education
services sectors. On the other hand, employment in
the manufacturing industry shifted to a downward
trend, falling by 35,000 after recording an increase
of 6,000 in the second quarter, while employment
in the construction industry rose at a slower pace
in the third quarter, recording an increase of 91,000
compared to the increase of 137,000 recorded in the
second quarter of 2021.
By type of worker, the growth of regular
employees accelerated, showing an increase of
400,000 in the third quarter of 2021, following the
increase of 329,000 recorded in the previous quarter,
while the number of temporary and day workers
rose at a slower pace, rising by 208,000 after the
increase of 317,000 recorded in the previous quarter.
The number of self-employed and unpaid family
employees declined at a slightly faster rate, dropping
by 31,000 in the third quarter after falling by 28,000
in the previous quarter.

The employment rate (seasonally adjusted) stood
at 60.7%, edging up by 0.1%p from the preceding
quarter, while the unemployment rate (seasonally
adjusted) recorded 3.0%, down by 0.7%p from the
previous quarter.
In the second quarter of 2021, the nominal wage
increased by 4.0% on a year-on-year basis. The
wages of regular employees rose by 4.3%, as
regular payments continued their upward trend and
special payments rose significantly. Meanwhile, the
wages of temporary and day workers rose by 3.2%,
increasing at a slower pace.
Prices
In the third quarter of 2021, consumer price
inflation recorded +2.6% on a year-on-year basis,
edging up from the +2.5% recorded in the preceding
quarter. Core inflation (excluding food and energy)
stood at +1.3%, up from the +1.1% seen in the
preceding quarter, showing a higher rate of increase.
<Figure 7>
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<Table 4>
Nominal Wage Growth1)2)3)
(Unit : percent)
		
2018

2019

2020

Year

Year

I

II

III

IV

I

II

3.4

1.1

-0.1

1.2

1.1

2.0

4.2

4.0

Regular employees

3.1

0.4

-0.7

0.1

0.6

1.7

4.2

4.3

(regular payment)

4.1

2.2

2.4

1.8

2.1

2.6

2.7

3.5

(overtime payment)

2.7

-0.9

1.5

-7.4

-0.1

2.5

1.2

8.4

(special payment)

-2.8

-9.9

-14.9

-11.3

-7.5

-4.6

13.2

9.8

6.2

7.8

7.2

9.4

7.2

7.4

5.1

3.2

Manufacturing

2.2

-0.7

-4.7

-0.1

0.5

2.1

5.7

5.5

Construction

6.0

2.7

3.9

3.5

2.1

1.6

0.5

1.8

Wholesale and retail trade

4.9

1.5

1.3

1.5

1.5

1.6

3.0

4.2

Transportation

3.5

1.6

3.5

-0.9

1.0

2.4

5.4

6.2

Accommodation and food service activities

6.7

0.2

0.9

-0.7

-0.4

0.9

-0.9

1.6

Information and communications

4.3

3.4

4.4

3.2

3.0

2.8

6.2

2.1

Financial and insurance activities

3.5

4.6

2.2

4.6

6.1

6.0

11.0

4.5

Real estate activities and renting and leasing

6.0

3.4

4.5

4.0

1.6

3.4

4.2

4.7

Business services

5.9

3.4

3.4

2.7

3.2

4.1

2.9

3.5

Education

2.3

-3.1

-1.4

-3.0

-5.3

-3.0

-1.3

0.0

By type of employees
All employees

Temporary and daily employees
By industry

3)

Notes : 1) Percent change from the same period of the previous year
2) Based on businesses employing at least one regular employee
3) The data for 2020 and those for the previous years are incomparable in some industry due to the revision of industrial classification
(from the 9th revision to the 10th revision of KSIC)
Source : Ministry of Employment and Labor「Labor Force Survey at Establishments」

<Table 5>

Headline and Core Consumer Price Inflation1)
(Unit : percent)

2019

2020

2021

Year

Year

I

II

III

IV

I

II

III

0.4

0.5

1.2

-0.1

0.6

0.4

1.1

2.5

2.6

Agricultural & marine products

-1.7

6.7

2.0

3.2

10.3

11.4

13.3

11.9

6.9

Industrial products

-0.2

-0.2

2.0

-1.4

-0.5

-0.9

-0.2

2.7

3.1

-5.7

-7.3

10.5

-13.7

-10.7

-13.8

-4.6

18.7

21.1

0.7

0.8

0.8

0.5

1.0

1.0

0.5

0.7

0.7

0.9

0.3

0.6

0.1

0.3

0.0

0.6

1.5

1.8

-0.5

-1.9

-0.6

-1.8

-1.7

-3.5

-2.1

-0.7

-0.4

1.9

1.2

1.3

1.0

1.2

1.4

1.6

2.4

2.7

CPI excluding food & energy

0.7

0.4

0.6

0.1

0.4

0.2

0.4

1.1

1.3

CPI excluding agricultural
products & oils

0.9

0.7

0.8

0.5

0.8

0.7

0.9

1.4

1.8

Consumer price index

Oils
Industrial products
excluding oils
Services
Public Services
Personal Services

Note : 1) Change from the same period of the previous year
Source : Statistics Korea「Consumer Price Index」
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<Table 6>

Producer, Export and Import Price Inflation1)

(Unit : percent)
		

2019

2020

2021

Year

Year

I

II

III

IV

I

II

III

0.0

-0.5

0.4

-1.5

-0.5

-0.2

2.4

6.4

7.4

Agricultural, forestry & marine
products

-2.3

9.6

5.5

7.3

15.6

9.9

15.1

10.7

2.7

Manufacturing products

-1.0

-2.6

-0.9

-4.4

-3.0

-2.0

2.7

10.6

12.9

Electric power, gas & water
supply

2.3

-0.3

2.9

2.3

-2.6

-3.8

-4.1

-3.1

1.7

Services

1.2

1.3

1.3

0.9

1.5

1.6

1.9

2.4

2.4

Export price index2)

-3.4

-5.2

-2.8

-6.9

-6.0

-5.2

1.5

12.3

18.9

Import price index2)

0.8

-8.7

-2.1

-11.7

-10.2

-10.5

0.8

14.6

22.8

Producer price index

Notes : 1) Change from the same period of the previous year
2) Korean won basis
Source : Bank of Korea「Producer Price Index」,「Export/Import Price Index」

By item, the prices of agricultural products rose at
a slower pace, but the prices of livestock products
continued increasing rapidly. 1 Among industrial
products, petroleum product prices increased
by a larger margin amid the continuing rise of
international oil prices. 2 The prices of industrial
products excluding petroleum products climbed at a
rate similar to the previous quarter. As for services,
the increase in personal service prices, including
food away from home, accelerated, while public
service prices fell at a slower pace with the easing
of the downward pressure imposed by the free high
school education program.
In the third quarter of 2021, the rate of increase in
producer prices was +7.4% year-on-year, showing
an accelerating rise. This is attributed mainly to the
continued increase in the prices of industrial products
such as coal and petroleum products and basic metal
products.
In the third quarter of 2021, export prices (in
Korean won) soared by a larger margin, led mainly by

chemical products, coal & petroleum products, and
semiconductors. Import prices (in Korean won) rose
at a much faster rate, owing mainly to the increase in
coal, crude oil, and natural gas prices.
Real Estate Prices
In the third quarter of 2021, housing prices
nationwide rose by 2.8%, at a faster pace than the
preceding quarter. By region, real estate prices in the
Seoul metropolitan area increased by 3.7%, rising
at a faster rate than the previous quarter, and other
areas climbed by 1.9%, rising by a slightly larger
margin.
In the same quarter, jeonse prices nationwide
rose by 1.8%, showing faster increase. In the Seoul
metropolitan area, jeonse prices climbed by 2.5%,
increasing by a significantly larger margin than in the
previous quarter, while in other areas, jeonse prices
rose by 1.3%, maintaining the upward trend seen
during the previous quarter.

1 The prices of agricultural products rose by 16.2% and 5.4% year-on-year during the second and third quarters, respectively, of 2021, showing a slowing rate
of increase, while the prices of livestock products continued to rise at an increasing pace, jumping by 10.3% and 12.7% during the same two quarters,
respectively.
2 The price of Dubai crude oil rose to USD 66.5 per barrel (quarterly average) and USD 71.4 per barrel during the second and third quarters, respectively, of 2021.
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<Figure 8>
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Real Estate Prices1)

<Table 7>

(Unit : percent)
		

2019

2020

2021

Year

Year

I

II

III

IV

I

II

III

-0.4

5.4

1.2

0.8

1.5

1.8

2.4

2.2

2.8

(Seoul metropolitan area)

0.5

6.5

1.8

1.3

1.8

1.5

3.0

2.8

3.7

(Other areas)

-1.1

4.3

0.5

0.4

1.3

2.0

2.0

1.6

1.9

-1.3

4.6

0.7

0.5

1.3

2.1

1.8

1.2

1.8

(Seoul metropolitan area)

-0.8

5.6

1.0

0.7

1.6

2.2

1.9

1.3

2.5

(Other areas)

-1.7

3.7

0.4

0.3

1.0

2.0

1.7

1.1

1.3

3.9

3.7

0.9

0.8

1.0

1.0

1.0

1.0

1.1

Housing prices

Jeonse prices

Land price

Note : 1) Percent change from the last month of the preceding period
Source : Ministry of Land, Infrastructure and Transport, Korea Real Estate Board

Exports by Destination and Sector1)
(customs clearance basis) 		

<Table 8>

(Unit : billion US dollars, percent)

2019

2020

2021

Year

Year

I

II

III

IV

II

III

542.2

512.5

130.2

110.3

130.1

141.9

146.4

156.7

164.6

(-10.4)

(-5.5)

(-1.9)

(-20.3)

(-3.5)

(4.1)

(12.5)

(42.1)

(26.5)

(-10.6)

(-3.7)

(-0.7)

(-19.0)

(-2.0)

(7.3)

(17.8)

(48.0)

(33.7)

U S

(0.9)

(1.1)

(5.5)

(-17.5)

(10.1)

(7.1)

(20.2)

(52.0)

(27.3)

Japan

(-6.9)

(-11.7)

(0.1)

(-20.5)

(-16.6)

(-9.9)

(-4.8)

(32.6)

(29.0)

E U

(-7.9)

(0.6)

(0.7)

(-18.7)

(1.3)

(19.7)

(34.9)

(56.4)

(32.3)

(-10.1)

(-6.8)

(-2.8)

(-21.3)

(-4.5)

(1.7)

(8.2)

(37.4)

(21.0)

(-16.0)

(-2.7)

(-8.5)

(-4.5)

(2.2)

(-0.4)

(25.1)

(22.8)

(19.8)

ASEAN5

(-7.1)

(-3.7)

(5.4)

(-25.3)

(-5.7)

(10.8)

(-1.9)

(48.6)

(19.9)

Central & South America

(-5.2)

(-26.0)

(-18.8)

(-52.5)

(-26.7)

(0.3)

(3.9)

(84.2)

(45.1)

176.9

183.5

43.1

41.7

47.8

50.9

49.0

54.1

61.0

(-19.7)

(3.8)

(0.4)

(-5.8)

(5.2)

(15.2)

(13.6)

(29.6)

(27.7)

365.4

329.0

87.1

68.6

82.3

91.0

97.5

102.7

103.5

(-5.0)

(-10.0)

(-2.9)

(-27.2)

(-7.8)

(-1.3)

(11.9)

(49.6)

(25.8)

522.7

493.3

124.6

106.4

125.5

136.8

139.2

152.4

160.1

(-10.5)

(-5.6)

(-2.3)

(-19.8)

(-3.3)

(3.2)

(11.7)

(43.1)

(27.5)

Exports
Advanced economies

Emerging economies
China

IT products
Non-IT products
Non-Ship

I

Note : 1) Figures in parentheses refer to percent changes from the same period of the previous year
Source : Korea Customs Service
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mostly in terms of chemical products, due to the
economic recovery, and exports of automobiles,
particularly eco-friendly automobiles, continued
to increase. Shipments to Japan continued on their
positive trend, driven up by petroleum and steel
products, due to the rising raw material prices
and recovery of the manufacturing sector. At the
same time, exports to China also continued their
upward trend, as a result of a significant increase
in exports of semiconductors for mobile devices
and rise in chemical products. Exports to ASEAN5
countries maintained their upward trend as well,
led by the demand for semiconductors, displays,
and chemical products.
In the third quarter of 2021, imports soared by
37.5%, continuing their upward trend. Imports
of raw materials increased at a faster rate, led
mainly by crude oil and steel, amid the increase
in raw material prices. Consumer goods imports
continued to rise, thanks to an increase in imports
of durable consumer goods such as automobiles
and consumer goods. Meanwhile, imports of
capital goods maintained their growth momentum,
driven up by an increase in semiconductors and
semiconductor manufacturing equipment.
In the second quarter of 2021, the current

External Transactions
In the third quarter of 2021, exports increased
at a slower pace, rising by 26.5%, as a result
of a decrease in the base effect, but maintained
their upward trend, setting a record high in terms
of daily average export. As for exports of IT
products, semiconductors rose at a faster pace,
thanks to the favorable demand for servers and
mobile devices, and computers climbed by a larger
margin, driven by the increase in SSD exports.
As for exports of non-IT products, automobiles
grew by a smaller margin due to the sustained
supply shortage of semiconductors for vehicles,
but chemicals, petroleum and steel products
continued their steep upward trend, thanks to the
rise of raw material prices and recovery of demand
in major economies.
By region, exports to both developed and
emerging market economies continued to grow
by a large margin. Exports to the United States
continued to rise, driven up by the increase in
petroleum and chemical products and steel on
the back of the increase in raw material prices
and the economic recovery. Meanwhile, exports
to the EU maintained their upward momentum,

Imports by Sector and Use1)
(customs clearance basis)

<Table 9>

(Unit : billion US dollars, percent)

2019

Imports

Non-Crude Oil

Non-Raw materials & Fuels

Raw materials & Fuels

Capital goods

Consumer goods

2020

2021

Year

Year

I

II

III

IV

I

II

III

503.3

467.6

121.5

108.4

114.1

123.7

136.5

149.1

156.9

(-6.0)

(-7.1)

(-1.9)

(-15.8)

(-8.7)

(-1.7)

(12.3)

(37.6)

(37.5)

433.1

423.2

104.9

101.2

103.6

113.4

123.7

132.8

139.2

(-4.8)

(-2.3)

(-1.2)

(-8.2)

(-4.0)

(4.3)

(17.9)

(31.2)

(34.4)

249.4

261.3

60.3

63.1

66.7

71.1

73.4

78.2

77.1

(-2.6)

(4.8)

(1.2)

(-1.4)

(6.5)

(12.8)

(21.8)

(23.9)

(15.6)

254.0

206.3

61.2

45.3

47.3

52.5

63.1

70.9

79.7

(-9.0)

(-18.8)

(-4.7)

(-30.1)

(-24.0)

(-16.3)

(3.1)

(56.7)

(68.5)

164.9

177.1

40.9

42.7

45.4

48.2

50.3

52.4

52.6

(-5.6)

(7.4)

(3.7)

(-0.2)

(10.4)

(15.9)

(23.1)

(22.7)

(16.0)

84.5

84.2

19.4

20.5

21.4

22.9

23.2

25.8

24.5

(3.6)

(-0.4)

(-3.8)

(-3.8)

(-0.9)

(6.8)

(19.1)

(26.3)

(14.7)

Note : 1) Figures in parentheses refer to percent changes from the same period of the previous year.
Source : Korea Customs Service
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account surplus (USD 21.5 billion) increased
compared to the same period of the previous year
(USD 6.1 billion), owing to an increase in the
surplus of the goods accounts and primary income
accounts amid the narrowing of the services
account deficit. In the third quarter of 2021,
the current account surplus (USD 25.8 billion)
increased from the surplus of USD 24.0 billion
recorded in the same period of the previous year,
as a result of the services accounts’ transition
to a surplus and growing surplus of the primary
income accounts.

<Table 10>

<Figure 10>
60

Exports

(USD bn)

(yoy, %)

60

Growth rate (rhs)

50

Exports (lhs)

30

40

0

30
Jan.16

-30
Jan.17

Jan.18

Jan.19

Jan.20

Jan.21

Source : Korea Customs Service

Current Account

(Unit : billion US dollars)
		

2019

2020

2021

Year

Year

I

II

III

IV

59.7

75.3

12.9

6.1

24.0

32.2

79.8

81.9

15.6

9.5

26.2

-26.8

-16.2

-6.1

-3.5

Primary Income

12.9

12.1

3.7

Secondary Income

-6.1

-2.5

-0.3

Current Account
Goods
Services

I

II

III

22.8

21.5

25.8

30.6

19.6

18.5

20.8

-4.3

-2.3

-1.4

-1.5

0.9

0.1

3.1

5.2

5.7

6.1

4.7

0.0

-1.0

-1.2

-1.2

-1.6

-0.6

Source : Bank of Korea「Balance of Payments」
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Financial and Foreign Exchange
Markets Developments

<Figure 12>
3,400

The Treasury bond (three-year) yield rose
significantly during the third quarter of 2021
(recording 1.59% at the end of September 2021).
In July and August, it fluctuated at around 1.4%
over expectations of domestic base rate hikes. By
September, it rose rapidly to the upper 1.5% range
on the back of anticipation surrounding additional
base rate hikes at home, a possible shift in global
monetary policies, 3 and massive net selling 4 of
Treasury bond futures by foreign investors.
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Financial Markets

<Figure 11>

Stock Prices
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7
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7 9

Note : 1) Average figures of private credit-rating corporations
Source : Bank of Korea, Korea Financial Investment Association

In the third quarter of 2021, the KOSPI declined
significantly in mid-August after reaching a record high
(3,305 on July 6) in early July, due to concerns over the
slowing global semiconductor business and possibility
of earlier-than-expected “QE tapering” by the US
Federal Reserve. In early September, it rebounded
thanks to improvement in corporate earnings and a
positive trend of stock markets in major economies. But
after mid-September, the KOSPI retreated due to worry
over global inflation and the debt problems of Chinese
real estate companies, reaching 3,069 at the end of
September (down 6.9% from the previous quarter).
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Source : Korea Exchange

In the third quarter of 2021, bank loans to
businesses continued their steep upward trend,
driven by loans to SMEs. Loans to SMEs surged
by a large margin due to the continued financial
support provided to SMEs affected by COVID-19,
and the increase in demand for facilities funds.
Loans to large businesses rose slightly due to the
increase in demand for working capital.
Fundraising in the financial markets retreated
slightly from the previous quarter, but rose
significantly compared with the same period of last
year. By category, the net issuance of corporate
bonds decreased slightly, while the net issuance
of CP and short-term bonds shifted to a decrease.
The issuance of stocks surged significantly
amid massive initial public offerings by some
large coporations. Meanwhile, banks’ lending to
households (including transferred home mortgage
loans) increased at a faster pace than the previous
quarter. The value of home mortgage loans grew
at a slightly faster rate compared with the previous
quarter, as a result of the sustained demand for
housing purchases and jeonse transactions. Other
loans including unsecured loans increased by a
smaller margin than in the previous quarter on the
back of the government and banks’ stricter control
of lending to households.

3 Expectations for the acceleration of global monetary policy normalization with the monetary policy meetings of major economies such as the United States and
UK in September strengthened gradually.
4 In September, foreign investors conducted net selling of 150,000 Treasury bond futures (three-year), setting a record monthly high.
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Foreign Exchange Markets
In the third quarter of 2021, the Korean won
weakened against the US dollar, Japanese yen,
and Chinese yuan. The Korean won-to-US dollar
exchange rate jumped by KRW 57.9, due to growing
risk aversion amid the spread of the Delta variant,
concern over the default of Evergrande Group, and
increasing possibility of a decrease in asset purchases
by the US Federal Reserve (compared to the end of
the previous quarter, KRW 1,126.1 → KRW 1,184.0).
The Korean won-to-Japanese 100yen exchange
rate rose by KRW 36.1, driven up by stronger risk
aversion on the back of the global spread of the
Delta variant (compared to the end of the previous
quarter, KRW 1,022.1 → KRW 1,058.2). Meanwhile,
the Korean won-to-Chinese yuan exchange rate
advanced by KRW 8.7, as a result of the resurgence
of COVID-19 cases in Korea (compared to the end
of the previous quarter, KRW 174.3 → KRW 183.0).
<Table 11>

<Figure 13>
1,300

Korean Won Exchange Rates
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Note : The won/dollar exchange rate is based on the market closing rate; the
won/100 yen exchange rate is based on the cross rate notified by the
Seoul Money Brokerage Services Limited(SMBS); the won/yuan exchange
rate is based on won-yuan direct trading market closing rate.
Source : Bank of Korea

Bank Lending1) and Corporate Funding
(Changes during the period)
(Unit : Trillion won)

2019
Year
Bank loan to enterprises

2020
Year

2021

I

II

III

IV

I

II

III

44.9

107.4

32.3

45.4

19.4

10.3

23.6

22.2

26.9

(Large enterprises)

-2.4

19.5

13.6

10.5

-0.5

-4.2

1.3

0.1

2.9

(Small and medium enterprises)

47.3

87.9

18.7

34.9

19.8

14.5

22.3

22.1

24.0

Net CP·Short-Term Bond issuance

0.3

2.3

8.6

-1.2

-1.8

-3.4

5.9

2.1

-0.5

15.8

15.5

2.9

7.8

3.0

1.7

7.8

5.8

3.3

6.3

11.0

0.7

1.7

3.5

5.1

8.9

5.8

10.2

60.7

100.5

22.6

18.0

29.0

30.9

20.7

20.9

22.2

(Mortgage loans)3)4)

45.7

68.3

18.4

13.9

16.7

19.3

17.1

13.3

17.5

(Others incl. unsecured loans, etc.)

15.1

32.4

4.2

4.2

12.4

11.6

3.6

7.6

4.7

Net bond issuance
Equity issuance2)
Bank loans to households3)

Notes : 1) Provisional statistics basis
2) Sum of KOSPI and KOSDAQ markets
3) Includes loans assigned to KHFC
4) Includes housing-related loans, such as loans secured by long-term rental deposits, for moving expenses and intermediate payments, that are not
collateralized by houses.
Source : Bank of Korea
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Effects of Major Countries’ Climate Change Responses on Korea’s
Exports: Centering on Carbon Border Tax
Kim Seonjin,* An Heejung** and Lee Yunjeong***
With the seriousness of climate change having been highlighted by the outbreak of COVID-19,
major countries are now making all-encompassing efforts to transition to a low-carbon, green
economy in an attempt to respond to climate change. The EU and the US are planning and
considering introduction of a carbon border tax (CBT), i.e. a tariff on imported goods based on their
associated carbon emissions, as an integral part of climate change responses. The linking of major
countries’ climate change initiatives and trade policies could weigh on Korea’s economy, which is
heavily dependent on exports and whose key industries have high carbon intensity. This paper first
looks into the developments of climate change response measures in advanced economies, and then
analyzes the potential impacts of a carbon border tax on Korea’s exports using an international inputoutput analysis model.
The climate change response measures in major countries are developing in a way that (1) seeks to
meet the GHG emission reduction target by enhancing global and multi-lateral cooperation; while
(2) strengthening the linkage with trade policies, including the consideration and introduction of a
carbon border tax. In addition to emission reduction policies, major countries are also (3) pursuing
planning a “green new deal,” aiming to transition to a green economy and generate new growth
engines.
This paper analyzes two scenarios. The base scenario assumes the EU and the US impose a carbon
border tax of 50 US dollars per ton of GHG emitted from imported goods, while the tax cut scenario
assumes a reduced carbon border tax, imposing tariffs of 35 US dollars per ton. The impact of the tax
on Korea’s exports through different channels is evaluated.
According to the analysis, the introduction of a carbon border tax in the EU and the US would likely
weigh quite heavily on Korea’s exports, given the high carbon intensity of its key export industries.
Korea’s exports are expected to contract by 0.5% (based on median average, approximately USD 3.2
billion) and by 0.6% (approximately USD 3.9 billion), due to the adoption of the tax in the EU and the
US, respectively. The tax negatively affects exports by deteriorating the price competitiveness of Korea’s
exported goods (direct channel) and by causing a drop in Korea’s intermediate goods exports to its key
trading partners, such as China, who are significantly affected by the carbon border tax (indirect channel).
By industry, those with high carbon intensity and those that account for a large share of Korea’s exports
were analyzed to be hit hard, such as transportation equipment (automobiles and ships, a drop of 0.16%p
for the EU tax and 0.15%p for the US tax), metal goods (steel, 0.10%p and 0.13%p respectively) and
chemical goods (synthetic resins and medicine, 0.10%p and 0.09%p respectively). Moreover, electronic
goods like semiconductors, which account for a large share of Korea’s exports to China, would inevitably
suffer, as the adoption of the carbon border tax is expected to cause Chinese exports to drop, resulting
in a reduction in Korea’s intermediate goods exports to the country. Nevertheless, if Korean companies
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are given a tax break in recognition of the emission costs the companies have covered domestically, the
negative impact on Korea’s exports would be somewhat dampened.
While the Korean government is implementing a long-term plan aimed at achieving carbon neutrality
by 2050, it appears that short-term responses at the company and government levels will also be
necessary in order to minimize the adverse effects of the carbon border tax on the Korean economy.
In the meantime, given that major countries are pursuing a green new deal in an attempt to transition
to a green economy, Korean companies should take this opportunity to develop new growth engines
and expand their markets.
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Ⅰ. Background
Ⅱ. Literature Review
Ⅲ. Direction of Global Climate Change Response Measures
Ⅳ. Impacts of Carbon Border Tax on Korea's Exports
Ⅴ. Overall Evaluation and Implications
I . Background
With the seriousness of climate change having
been highlighted by the outbreak of COVID-19,
major countries are now making all-encompassing
efforts to transition to a low-carbon, green economy
in an attempt to respond to climate change. A
growing number of countries have recently unveiled
long-terms plans to achieve carbon neutrality. 1 In
late 2020, the Korean governments also announced
its “2050 Carbon Neutral Strategy.”
More recently, in the EU and the US, a carbon
border tax is in the process of introduction or under
active consideration as part of climate change

mitigation policy. This tariff imposed on imported
goods is intended as a solution to end carbon
leakage, 2 which is considered essential to make
meaningful progress toward carbon neutrality.
However, if climate policy in major countries
becomes thus linked with trade policy, this can result
in a significant burden on Korea’s export-dependent
economy, which heavily relies on carbon-intensive
industries. Korea’s carbon intensity is substantially
higher than that of many developed countries and
its leading export sectors account for 80% of the
overall carbon emissions by the industry as a whole
(based on agriculture, forestry and fisheries and
manufacturing) (<Figure 1>, <Figure 2>).

1 Carbon neutrality refers to a state in which net emissions, which are the difference between CO2 emissions and the uptake of atmospheric CO2, are brought
down to zero. In order to limit the global temperature increase to no more than 1.5°C above pre-industrial levels, the world must reach carbon neutrality by
around 2050 (UN IPCC, 2018). Countries such as the EU, the US, Japan and China have, therefore, announced a plan to achieve carbon neutrality by 2050
(by 2060 in the case of China).
2 Carbon leakage describes the situation in which a strict carbon policy in a country leads businesses to transfer production to countries with laxer emission
constraints, resulting in an increase in emissions in these countries.
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<Figure 1> Major countries' carbon emissions
and carbon intensity1)2)
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of climate change; ② economic impacts of climate
change response measures; ③ linkage of climate
change response and trade policies. In Section 3, a
brief description is provided on recent climate policy
trends in major countries. In Section 4, the impact of
the introduction of a carbon border tax on Korea’s
exports is estimated under two different scenarios
and according to the channel of impact. In Section
5, the results of analysis are summarized and policy
implications are presented.

Ⅱ. Literature Review

2) Carbon intensity=Co2 emssion/GDP
Source : IEA

<Figure 2> Carbon emissons and export share by
industry1)2)
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This paper looks at the emerging trends in climate
change mitigation policies in major countries and
analyzes the potential impact of a carbon border
tax, currently either in the process of introduction
or under active consideration in the EU and the US,
on Korea’s exports. This analysis used international
input-output analysis model (hereafter “international
I-O analysis”), a method widely used in the existing
literature3 to assess the impact of a carbon border
tax and determine the relationship between carbon
dioxide emissions and international trade.
The rest of this paper is organized as follows:
In Section 2, the existing literature is reviewed in
three subject areas including ① economic impacts

The climate change literature is vast and diverse. In
this study, the literature review will focus mainly on
studies examining the economic impacts of climate
change and climate change mitigation policies and
research on the linkage of climate change response
and trade policies.

1. Economic Impacts of Climate Change
International organizations such as the UN and
leading research institutions around the world have
estimated economic losses that may result from
climate change if carbon emissions continue to grow
at the current rate. Many of these studies found that
climate change will have an adverse impact on the real
economy, slowing down global growth, causing rising
inflation, and triggering financial instability.
The UN’s IPCC4(2014) predicted that if carbon
emissions continue unchecked, the global average
temperature will rise 2-5℃ by the year 2100. Burke
et al. (2015) estimated that economic losses from
climate-driven crop failures, desertification and land
degradation, and disease will reach 23% of global GDP
by 2100. NGFS5(2021) forecasted in a recent report
that the decline in the world GDP, caused by climate
shocks in the form of rising temperatures and changes
in precipitation, will progressively increase to up to
12.2% in 2100. Meanwhile, IFPRI (International Food
Policy Research Institute, 2010) predicted that climate

3 Studies such as Shapiro (2020), Washizu and Nakano (2021) and Zhao et al. (2015) used I-O analysis as the main tool for estimating the effects of a carbon tariff or
the relationship between carbon emissions and international trade.
4 The Intergovernmental Panel on Climate Change (IPCC) is the UN’s intergovernmental body on climate change.
5 NGFS (Network for Greening the Financial System) is a network of central banks and supervisory authorities, founded in December 2017, for collaborative efforts in
managing climate and environment-related risks to the financial system. The Bank of Korea joined NGFS in November 2019.
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change-induced reduction in crop supplies will drive
up the prices of agricultural commodities such as corn,
rice, and wheat by 54-101% in 2050. Finally, BIS
(2020) argued that climate change will not only deliver
a negative shock to the real economy, but also cause
financial instability.

2. Economic Impacts of Climate Change
Response Measures
As governments around the world undertake a
variety of measures to respond to climate change,
attempts to assess the effectiveness and economic
impacts of such response measures6 are also actively
underway from diverse angles.
(International Studies)
International organizations such as the IMF and
central banks in major countries have analyzed
climate change response measures to determine
their effectiveness and estimate their economic
impacts. According to these studies, climate
change response measures, while they may weigh
on the global economy in the medium term due to
transition risk, are likely to have positive effects
in the long term by limiting the change in global
climate.
The IMF (2020) reported that even though
climate change response measures could have a
negative impact on global economic growth in the
medium term, costs will be outweighed by benefits
in the long run. Kahn et al. (2019) predicted that
while rising global temperatures can lead to a drop
in global per-capita GDP growth of 7.2%p by 2100,
if the Paris Agreement is implemented as planned,
this will significantly reduce the size of drop
to only 1.1%p. Meanwhile, the Bank of France
(Banque de France, 2020, 2021) reported that
whereas economic losses from climate change, if
it progresses at its current rate, will rise to 12% of
global GDP in 2100, successful mitigation efforts
can substantially reduce its negative impacts.

(Domestic Studies)
Korean studies have been mainly focused on
the economic impacts of domestic climate change
response measures such as the implementation of the
national greenhouse gas (GHG) emissions reduction
commitment and the introduction of the emissions
trading system. Most studies found that due to
the high share of carbon-intensive industries, the
Korean implementation of its greenhouse gas (GHG)
emissions reduction commitment will cause the
national GDP to shrink and will drive up inflation.
The Ministry of Economy and Finance(2017, study
by KDI) estimated that as a result of the introduction
of the emissions trading system, Korea’s GDP will
drop 0.19-0.27% in 2025 and consumer prices will rise
0.01% due to higher energy prices. Meanwhile, the
Ministry of Economy and Finance and the Ministry
of Environment (2019) estimated that the emissions
trading system will lead to an annual average GDP
decline of 0.028-0.082% over the next 10 years and a
rise in consumer prices of 0.011-0.014%.

3. Linkage of Climate Change Responses
and Trade Policies
It is widely believed that response measures, such
as emissions trading systems and carbon taxes,
have only a limited effect on the mitigation of
climate change if they are implemented at the level
of individual countries. Unless they are joined by
all countries, these efforts will face problems such
as carbon leakage (Felder and Rutherford (1993)).
According to Burniaux et al. (2012) and Oh (2015),
the global carbon leakage rate7 ranges from 2% to
20% depending on the estimation model.
The problem of carbon leakage is explained mainly
by the difference in the stringency of climate change
policies between countries. Aichele and Felbermayr
(2012, 2015) stated that although, following the
ratification of the Kyoto Protocol, carbon emissions
decreased globally as more stringent regulations were
put in place in countries that are parties to the protocol,

6 Climate change response measures include both measures for climate change mitigation such as reduction of greenhouse gas emissions and climate change
adaptation measures such as green growth.
7 Carbon leakage rate (%) =

Increase in CO2 emissions outside countries taking mitigation action
Decrease in CO2 emissions in countries taking mitigation action

×100

Effects of Major Countries’Climate Change Responses on Korea’s Exports: Centering on Carbon Border Tax 17

businesses moved production to non-signatory
countries, causing emissions to increase in these
countries. Moreover, the OECD’s estimation of carbon
emissions generated as a result of international trade
between countries, conducted using international inputoutput tables (hereafter “IOTs”),8 showed that countries
with strict emission regulations such as the US, the EU,
and Japan were net carbon importers, while others with
less strict regulations such as China, Russia, and India
were net carbon exporters (<Figure 3>, <Figure 4>).
<Figure 3> Net carbon emissions reflecting global trade1)
15

(100 Million ton)

Ⅲ. Direction of Global Climate Change
Response Measures
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Net carbon import
5
0

Net carbon export
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EU28

US

-10

Note : 1) Base year=2015
Source : OECD

<Figure 4> Korea's export and import carbon
emissions
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The climate change response measures in major
countries are developing in a way that (1) enhances global
and multi-lateral cooperation; while (2) strengthening
the linkage with trade policies, and (3) pursuing planning
a “green new deal,” aiming to transition to a green
economy and generate new growth engines.

1. Meet Global Emission Reduction
Targets by Enhancing Global and
Multi-lateral Cooperation
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carbon border tax can be effective in reducing global
carbon emissions by inducing changes in production
structure and solving the problem of carbon leakage.
On the other hand, Elliott et al. (2010, 2013) reported
results suggesting that in order for a carbon border tax
to effectively lead to the reduction of global emissions,
countries must first discontinue subsidies toward
industries with high emissions. However, Larch and
Wanner (2017) warned that levying a carbon tariff might
result in a decline in trade volume and welfare losses
for emerging market and developing countries with a
high concentration of carbon-intensive industries.
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Meanwhile, amid a growing emphasis on joint action
and international cooperation to tackle the problem
of carbon leakage, there has also been active research
on the carbon border tax,9 a tariff imposed on goods
imported from countries with lax carbon emissions
restrictions. According to Fischer and Fox (2012),
Larch and Wanner (2017), and Shapiro (2020), a

Amid a growing consensus that national efforts
by individual countries alone are ineffective in
tackling the climate crisis due to problems such as
carbon leakage, 10 the international community is
increasingly seeking to strengthen joint action and
multilateral cooperation as a way of reaching global
carbon emissions reduction targets. In accordance
with the Paris Agreement, the US, the EU, and other
major countries have set a nationally determined
contribution (NDC), which is a national greenhouse
gas reduction target, and are currently developing a
concrete policy framework to meet their respective
targets. In Korea, its government unveiled last year
a plan to cut carbon emissions by 24.4% from 2017
levels by the year 203011 (<Table 1>, <Table 2>).

8 For further details, see <Appendix 1> “OECD Method of Calculating Carbon Dioxide Emissions Embodied in International Trade.”
9 A carbon border tax, also referred to as a carbon tariff, is distinct from the carbon tax which is a tax levied on domestic carbon emissions (Korea Institute
of Public Finance, 2010).
10 The BIS and the Bank of France emphasized the need of joint international action and multilateral cooperation to respond to climate change, calling
the potential disruption of the real economy and the financial system, caused by climate change, "the green swan" (Jan. 2020).
11 The government has recently raised Korea’s national greenhouse gas reduction targets, which will be announced in late October this year.
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<Table 1> Main contents of Kyoto Protocol and
Paris Agreement
Details

Kyoto Protocol

Paris Agreement

Reducing greenhouse gas Average temperature rises
emissions
within 2℃.
(1st: 5.2%, 2nd: 18%)
(Trying to achieve 1.5℃)

Goal

Target Mainly developed countries All countries in agreement
Not
Punitive
Non-Punitive
fulfilled
1st: 2006~2012
Period
.Jan 2021
2nd: 2013~2020
Source : Ministry of Environment, Ministry of Foreign Affairs

<Table 2> Major countries NDC and plan for Carbon
neutrality
Name
EU
US
China
Japan
Korea

NDC1)(Goals for 20302))

Carbon neutrality3)

55% Reduction
(Compared to 1990)
50~52% Reduction
(Compared to 2005)
60~65% Reduction
(Compared to 2005)
46% Reduction
(Compared to 2013)
24.4% Reduction
(Compared to 2017)

2050
(Dec 2019)
2050
(Jan 2021)
2060
(Sep 2020)
2050
(Oct 2020)
2050
(Dec 2020)

Note :1) Absolute volume standard, however, China aims to reduce
intensity(greenhouse gas emissions compared to GDP).
2) In US, Goal year is 2025
3) ( ) is the date of presentation
Source : UNFCCC INDC, Press reports

The US, which recently rejoined the Paris
Agreement under the Biden Administration after
withdrawing from it under the previous Trump
Administration, is taking a particularly proactive
approach to climate change. In April this year, the
US government organized the Leaders’ Summit
on Climate12(Apr. 22-Apr. 23, 2021) during which
participating heads of state shared a common
understanding of the urgency of climate change
response and stressed the importance of joint
international action and cooperation.

2. Strengthening the Linkage of Climate
Change Responses and Trade Policies
At the same time as seeking to reduce emissions
domestically through tighter environmental regulations
and carbon-pricing schemes such as carbon taxes and
emissions trading systems, externally, governments in
major countries are using trade policy to put pressure
on countries making insufficient efforts to mitigate
climate change.
In the US, the new Biden administration announced
the intention to use trade policy to solve problems of
climate change through joint action with US allies13 by
imposing tariffs and trade restrictions14 on countries
with lax environmental regulations. This move
appears to have the dual objective of encouraging
China, the world’s largest emitter of carbon dioxide
to take a more active part in climate change responses
and gaining the upper hand in the competition with
China for global hegemony (Institute of Foreign
Affairs and National Security of the Korea National
Diplomatic Academy, Dec. 2020).
Moreover, the EU and the US are in the process
of introducing or considering a carbon border tax,15
a tariff imposed on goods imported from countries
with higher carbon emissions, as a way of preventing
carbon leakage from undermining the effectiveness of
climate change mitigation policy. The EU, which is
currently leading this charge, is scheduled to impose
a carbon border tax starting in 2026 by setting up the
Carbon Border Adjustment Mechanism (hereafter
the “CBAM”)16 during 2023.17 The introduction of a
carbon border tax is also under active consideration in
the US. Carbon border taxes are viewed as a potential
solution to get countries that are doing little about
climate change and, thereby, delaying global progress
toward carbon emission reduction targets out of their

12 The summit was attended by 40 countries including Korea, the EU, Canada, China, India, and Japan.
13 “2021 Trade Policy Agenda and 2020 Annual Report” (Mar. 2021).
14 At a General Council meeting of the WTO, the US presented a proposal to allow the imposition of countervailing duties on goods exported from member
countries that fail to meet basic environmental standards, treating this failure as equivalent to subsidizing their exports (Dec. 2020).
15 The term “carbon border tax,” used interchangeably with “carbon tariff,” is distinct from “carbon tax,” which is a tax levied on carbon emissions from
domestically-used fossil fuels and products produced through the use of fossil fuels.
16 The CBAM will require importers to acquire and surrender CBAM certificates in numbers equal to the total embodied emissions of imported goods.
In terms of price increase for exporters, this method is no different from the imposition of direct taxes on producers.
17 During the phase-in period (2023-2025), importers must report the embodied emissions of goods they import and the amount of carbon fees that
were already paid on a quarterly basis and, starting in 2026, they are required to acquire and surrender CBAM certificates.
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“prisoner’s dilemma.” Helm et al. (2012) argued that
a carbon border tax can lead to a dominant strategy
equilibrium in which all countries adopt measures to
mitigate climate change (<Figure 5>).
On the other hand, the carbon border tax planned
by the EU, although a measure for climate change
responses, is also protectionist in nature. If other
countries respond to it through retaliatory action,
this could risk further fueling trade protectionism
globally.18 To address such concern, the EU bill for
the introduction of the CBAM includes provisions
to progressively end the free allocation of CO2
allowances for EU countries. 19 However, these
provisions were removed from the resolution adopted
by the European Parliament in March 2021, sparking
criticism that the CBAM is protectionism disguised as
climate action.20 Meanwhile, US Special Presidential
Envoy for Climate John Kerry warned that the EU’s
introduction of a carbon border tax can deliver a
huge shock to the world economy and commercial
diplomatic relations, urging that the plan be reexamined after the United Nations Climate Change
Conference (COP26) in November 2021.
<Figure 5> Carbon Border Adjustment System and
International Trade Game1)
(Before adopting Carbon Border Adjustment System )
Country B
No
reactions

Imposition of trade
regulations
Country A

(0,0)

Payoffs:
(Country A, B)
at q>p

No
reactions

(-q,p)

Imposition of trade
regulations

(p-q,p-q)

Nash equilibrium

(After adopting Carbon Border Adjustment System )
Country A
No reactions

Adoption of CBAM
Country B

(0,0)

Carbon adjustment export
No reactions
Imposition
of trade
(x+e-z>0,-y+z)
Country A
regulations
(0,0)
(x+e,-y)
No reactions

Payoffs:
(Country A, B)
at q>p

(-q,p)
(x+e-q,p-y)

(p-q,p-q)
(x+e+p-q,-y+p-q)

Note : 1) p is the national profit from international trade, q is the loss from
the imposition of regulations on trading partners, x is the national
profit from the introduction of CBAM, y is the loss from the introduction
of CBAM, e is the environmental profit from the introduction of CBAM,
and z is the net loss from carbon-adjusted export.
Source : Helm et al. (2012)

3. Green New Deal Programs Aiming to
Transition to a Green Economy
Meanwhile, measures for the reduction of carbon
emissions in major countries are coupled with Green
New Deal21 programs as a way of minimizing transition
risk and creating new engines for economic growth.
In the US, following the transition to the Biden
administration, a plan was announced to spend USD
2.2 trillion on green infrastructures and the transition to
a clean energy economy with the objective of creating
new jobs through climate change responses (American
Jobs Plan, Mar. 2021). The EU unveiled a strategy to
foster new engines for growth, called the “European
Green Deal” (Dec. 2019), which will invest EUR 1
trillion in cutting greenhouse gas emissions and putting
transportation and agricultural and food industries on
a green, sustainable channel. An initiative to promote
green growth and develop new infrastructure is also
underway in China, the world’s largest greenhouse
gas emitter, to expand the supply of renewable energy
and increase charging stations for green vehicles and
electric cars (<Table 3>, <Table 4>).

18 The Korea Institute of Public Finance (2010) argued that carbon border taxes, even if they might help reduce global CO2 emissions, are essentially protectionist in its nature.
The British journalist Martin Wolf (May 2021) also pointed out that although carbon border taxes are necessary to achieve carbon neutrality, they could cause global friction.
19 As the imposition of a carbon border tax in addition to the free allocation of emission allowances constitutes “double protection” for EU industry, which is
prohibited by the WTO, in order to abide by the terms of the WTO Agreement, the EU must end free allocation.
20 However, Fit for 55, the more recently proposed climate package of the EU, includes provisions to progressively end the free allocation of CO2 allowances
along with the phase-in introduction of the CBAM (Jul. 14).
21 “Green New Deal” is a term that was coined by Thomas Friedman, first used in his New York Times column (Jan. 2007) and his book Code Green. Friedman
argued that through a “Green New Deal,” modeled after Franklin D. Roosevelt’s New Deal package of public works, the US government should invest in
clean energy industries to revive the economy. The concept of Green New Deal was brought to wide attention in the aftermath of the global financial crisis
as a path to economic recovery and sustainable growth that considers climate change impacts. More recently, the Green New Deal is increasingly seen as a
policy tool to create new engines for economic growth (Korea Institute for International Economic Policy (Aug. 2020), KDB Future Strategy Research Institute (Oct. 2020)).
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<Table 3> Green New Deal policies of Major countries
Details

EU

US

Low carbon
European Green clean energy and
Policy

Deal

Driving force

(2019.Dec)

infrastructure
investment
(Biden’s pledge)

EU Commission

Federal
government

China
New
infrastructure
Policy
(2020.Mar)
Standing
Committee of
the Political
Bureau

Budget

1 trillion euros 2 trillion dollars 34 trillion yuan1)

Main areas

Green mobility, Supply of ecorenewable
friendly cars
Eco-friendly
energy (wind and expansion
cars, renewable
and hydrogen),
of charging
energy(wind and
building energy
stations,
solar), smart and
efficiency,
Renewable
green cities
clean and pure energy (wind
environment and solar power)

Note : 1) Total size of 7 businesses, including expansion of 5G communication
network
Source : Presentation materials from each country

<Table 4> U.S. eco-friendly policies in automobile
and energy field
Details

Main contents

auto
mobile

• Make 3 million public vehicles use eco-friendly cars
• Add 500,000 charging stations for electric vehicles
• Achieve zero emissions from new-type buses
• Incentives for purchasing eco-friendly cars
• Provide incentives for eco-friendly car manufacturers

energy

Ⅳ. Impacts of Carbon Border Tax on
Korea’s Exports
1. Carbon Border Taxation Scenarios in
Major Countries
(Planned Method of Implementation)
As part of its CBAM, the EU plans to impose
a carbon border tax (introduction in 2023, full
implementation in 2026),22 while a similar tariff is
also actively being considered in the US by the new
Biden administration.23 Unlike in the US where there
is yet to be a concrete plan for the introduction of
a carbon tax, in the EU, a plan consisting in having
importers pay the price of the embodied emissions
of imported goods24 has been already announced.
The carbon price is paid by importers by acquiring
and surrendering CBAM certificates 25 in numbers
equal to the total embodied carbon emissions of
goods they import to the EU. However, if carbon
fees have already been paid in the country of origin,
either through an emissions trading system or in the
form of a carbon tax, the CBAM certificates due to
be surrendered will be adjusted to reflect this amount
(<Table 5>).

•Invest $2 trillion in clean renewable energy
infrastructure and create 1 million jobs
• Install 5 million solar panels and 60,000 wind turbines
• Invest $400 billion in R&D
• Construction of 1.5 million eco-friendly public housing
units.
• Change 4 million buildings and 2 million houses to
eco-friendly

Source : JoeBiden.com

22 On July 14, this year, the European Commission announced “Fit for 55,” a climate package for the reduction of greenhouse gas emissions, which includes the
above-described timeline of introduction.
23 In an annual report submitted to the US Congress in March 2021, the United States Trade Representative (USTR) indicated that the Biden administration is also
considering the introduction of a carbon border tax.
24 The number of CBAM certificates due to be surrendered is equal to the total amount of embodied emissions of imported goods.(1 CBAM certificate corresponding
to 1 ton of CO2 emissions)
25 One CBAM certificate will correspond to one ton of CO2 emissions.
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<Table 5> Main contents of the EU's introduction of
carbon border tax (draft)
Details
objective

Main contents
• Prevent carbon leakage and achieve climate
neutrality goals in 2050
• Encourage companies to make efforts to protect
environment
• Year 2023
- 2023~2025 : Conversion period (Report on import

Phase-in
period

carbon emissions and carbon costs that already
paid)
- After 2026: Full-scale taxation (imposition of
obligation to purchase CBAM certificate)

Applied
Items

• Steel, cement, aluminum, fertilizer and electricity
(Items can be expanded after 2026)

Taxable
target

• Carbon emissions generated directly or indirectly
during the production process of imported goods
• When importers import CBAM-applied items, they
purchase "CBAM certificate" as much as carbon
emissions

Taxation
method

Exemption
request

* CBAM certificate: Corresponds to 1 ton of carbon
dioxide emissions and will be sold at the weekly
average price of carbon emission tickets on the EU
ETS.
• If the country of origin pays the price of the
greenhouse gas emission ticket, the importer can
request an Exemption of the amount corresponding
to the price

• Countries with similar carbon prices to the EU
Exemption
(Switzerland, Norway, Liechtenstein, Iceland)
countries • Special exemption is being reviewed for the least
developed countries.
Source : EU Commission

(Key Assumptions)
For the analysis of the impact of the imposition of
a carbon border tax by the EU and the US on Korea’s
exports, the following two assumptions were made
regarding the time frame of introduction, carbon
price and the applicable categories of products:
① Both the EU and the US will levy a carbon tax
on the embodied emissions of imported goods at the
rate of USD 50 per ton26; and
② A carbon tax by the EU and the US, if
introduced, will be applied across all product
categories.27
(Scenarios)
Given the uncertainty as to whether a reduced rate
or exemption will be offered, two different scenarios
were set up for this analysis: a “base scenario” and
a “tax cut scenario.” In the base scenario, it was
assumed that imported goods from all countries are
taxed equally without exception at a rate of USD
50 per ton of embodied emissions. Meanwhile, in
the tax cut scenario, it was assumed that carbon
border taxes are adjusted to reflect any carbon prices
that were already paid in the country of origin in
the form of a carbon tax or other by deducting the
corresponding amount. Under the tax cut scenario,
USD 35 was assumed to be levied on Korea’s
exports per ton of embodied emissions28 (<Table 6>).
<Table 6> Scenario of imposing carbon border tax
Details

Basic Scenario

Imposing

EU1)

country
Taxable
target

US

Exemption Scenario
EU1)

US

Carbon emissions
Carbon emissions generated
generated during the
during the production
production process of all
process of all goods
goods

Tax rate
(By ton)

$50

$35

Note : 1) 28 countries including UK
26 Although the IMF (2019) recommended a per-tone price of USD 75, USD 50 was used instead in this study by converting EUR 40 suggested by the European
Commission into US dollars (European Commission, AFEP (2020), etc.).
27 While the EU plans to apply carbon border taxes in a progressive manner, starting with highly carbon-intensive industries, this study assumed that products
are taxed across all categories as the analysis of individual industries is beyond its scope and given the fact that their application is likely to be extended to a
broader range of products in the long run.
28 As Korean firms are already paying for emission allowances (USD 15 per ton, which is about KRW 18,000) at home in Korea, it was assumed that the rate of
carbon border tax applying to them will be lowered by this amount paid at the source. The average price of emission allowances used in this study was based
on the average price under the Korean emissions trading system (ETS) during January to June 2021.
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2. Channels of Impact and Method
of Analysis
(1) Channels of Impact
According to the tariff models used in the existing
literature, carbon border taxes imposed by the EU and the
US would likely weigh quite heavily on Korea’s exports
through the following three channels (<Figure 6>):
<Figure 6> The Effect of Carbon Border Tariff on
Korean Exports1)

Imposition
of carbon
border tax

Direct
path

Relative price
increase of
Korean exporting
companies

Indirect
path

Decrease in EU
and US exports
from Korea's
trading partners
such as China

price competitiveness
falling
Reduced demand for
intermediate goods

Relative
Trade
difference in
reorgani
carbon border tax
zation
burden

Decrease in income

Decrease
/increase in market
share

Exports
reduced
(-)

Exports
reduced
(-)
Exports
reduced
(-)
increased
(+)

Note : 1) Reconfiguration based on the impact path of the imposition of
tariffs by Abiad et al. (2018, ADB)

① (Direct Channel) As the prices of Korean goods
rise (their price competitiveness drops) in the EU
and US markets, the volume of Korea’s exports to
these markets declines.
② (Indirect Channel) Since the imposition of a
carbon border tax also causes a decline in exports to
the EU and the US from China and other countries
that are Korea’s key trading partners, this leads to
a drop in Korean intermediate goods exports to the
latter countries. Moreover, if the decline in exports
to the EU and the US results in decreased income
in China and other countries, this, in turn, causes
Korea’s exports to the same countries to fall, causing
a further reduction in Korea’s global exports.

(2) Method of Analyzing the Channels of Impact
In this study, the impact of the imposition of
a carbon border tax by the EU and the US was
estimated using international I-O analysis. Trade
issues such as changes in international tariffs may
be analyzed using partial equilibrium models, such
as international I-O analysis and gravity models,
or general equilibrium models such as CGE and
structural models (Caliendo and Parro, 2015). In this
study, international I-O analysis was used as this
model allows the estimation of the impact of carbon
border taxes across several channels of impact
(<Table 7>).
The detailed methods used to analyze the impact
of carbon border taxes on Korea’s exports for each
of the three channels of impact are as follows:
① (Direct Channel) The size of decline in exports
was calculated by sector and separately for the EU
and the US markets, using the sector-specific volume
of emissions, amount of carbon border tax and the
price elasticity of import demand29 estimated through
an augmented Leontief model (Miller and Blair
(2009), Kwon (2020)).30
The results of analysis using the augmented
Leontief model showed that carbon emissions
embodied in Korea’s exports amounted to an
estimated 360 million tons annually, representing
close to 54% of total emissions in Korea (660
million tons). 31 The volume of emissions was
the greatest in carbon-intensive, export-oriented
industries such as metals, electrical and electronics,
chemicals, and transport equipment, from highest to
lowest (<Figure7>, <Figure 8>).

③ (Trade Redirection Channel) If Korean firms face
greater (lesser) costs from carbon border taxes than
those of other competitor exporting countries, this will
make their share of the EU and US markets shrink (grow)
and their exports to these markets decrease (increase).
29 For details on the price elasticity of import demand, refer to <Appendix 3> “Import Demand Elasticities.”
30 For details on the method of estimation, see <Appendix 2> “Estimation of Carbon Dioxide Emissions Using an Augmented Leontief Model.”
31 According to the “National Greenhouse Gas Inventory Report” (Ministry of Environment, Sep. 2020), Korea’s total greenhouse gas emissions (CO2, CH4, etc.)
amounted to 730 million tons, of which 660 million tons were CO2 emissions. In this study, the estimation is based only on CO2 emissions whose national
statistics are more readily available than other types of emissions.
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<Table 7> Major model for international trade analysis
Partial equilibrium
model
Details

General equilibrium model

International
Gravity
Input-Output
model
model

Structural model
(Caliendo·Parro,
2015)

CGE
model

40
35
30

Others

Electric and electronics

Transport equipment

0

Machinery

5

200

Metal products

10

400
Non-metallic mineral
products
Plastic products

15

600

Chemical products

20

800

Petroleum products

25

1000

Wood

1200

Note : 1) Carbon emission from export/ total export
Source : Author's calculations

② (Indirect Channel) This analysis first estimated the
impact of the imposition of carbon border taxes by the
EU and the US on the exports and income of China and
other key trading partners of Korea,32 and then, calculated
the effects of the decline in exports and income of these
countries on Korea’s exports, including intermediate
goods exports, using international I-O analysis.
③ (Trade Redirection Channel) The changes in the EU
and US market shares of exporting countries33 as a result
of the imposition of a carbon border tax were estimated
by sector,34 and then, the impact of the estimated market
share changes on Korea’s exports was calculated
(<Table 8>).
<Table 8> Method of analyzing the impact of carbon
border tax on Korea's exports (summary)
Details

Others

Electric and electronics

Transport equipment

Machinery

Metal products

Non
- metallic mineral
products

Plastic products

Chemical products

Petroleum products

Wood

Paper and Printing

Textiles, Apparel

Leather

Mining and quarrying

Food and Beverage

Agriculture, forestry and
fishing

0

(Million ton)

Export Share(rhs)

Paper and Printing

90
80
70
60
50
40
30
20
10

Domestic carbon emissions from
export1)2)

1400

Textiles, Apparel

<Figure 7>
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<Figure 8> Carbon intensity1) and export share by
industry

Note : 1) Estimated by the input-output tables (Base year=2018)
2) Shading is a top industry in terms of carbon intensity (light red) and
export weight (red) (hereinafter the same)
Source : Author's calculations

Direct path

Indirect path

Trade
reorganization
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country·industry country·industry
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model, Input-Output
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(ADB MRIO, 2021)
(BOK Input-Output
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Input-Output
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Previous studies
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Source : EU Commission

32 For the amount of CO2 emissions embodied in the exports of Korea’s key trading partners, the data from the OECD, IEA and the CAIT were consulted.
33 Shifts in market shares between exporting countries occur as a result of national differences in the volume and intensity of carbon emissions. When a carbon
border tax is introduced, this reduces the market shares of countries with higher emission intensity than others.
34 Following prior studies (Feenstra, Robert and Sasahara (2017), Abiad et al. (ADB, 2018)), this study also assumed the size of impact exerted through the trade
redirection channel to be half the size of that through the direct and indirect channels, given that the redirection of trade does not occur immediately and that
it is difficult to redirect trade in some sectors.

24 QUARTERLY BULLETIN / September 2021

3. Impact on Korea’s exports

<Figure 9-10>
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The carbon border tax scheme is projected to
cause an annual decline of 0.5% (median value
basis, the same hereafter, about USD 3.2 billion)
in Korea’s exports, if introduced by the EU, and a
0.6% decline (about USD 3.9 billion), if introduced
by the US. The introduction of a carbon border
tax by the US appeared to have a greater negative
impact on Korea’s exports than by the EU as the
former is a larger export destination for Korea
than the latter. As a result of it, Korea’s GDP35 is
likely to decrease by an estimated 0.13%, if the
carbon border tax scheme is introduced by the EU,
and 0.15%, if introduced by the US.36 The carbon
border tax appeared to negatively influence Korea’s
exports by lowering the price competitiveness of its
export products (direct channel) and decreasing its
intermediate goods exports to China and its other
key trading partners that are heavily hit by the new
tariff (indirect channel). Meanwhile, through the
trade redirection channel, the carbon border tax
showed the effect of slightly increasing Korea’s
exports. By industry, the contribution to the decline
in exports was the greatest for transport equipment
(0.16%p if a carbon border tax is introduced by
the EU, 0.15%p if introduced by the US), followed
by electrical and electronics (0.10%p, 0.13%p),
metals (0.10%p, 0.13%p), and chemicals (0.10%p,
0.09%p), in this order, suggesting that the negative
impact is not limited to carbon-intensive industries,
but extends to leading industries with a heavy
export orientation (<Figure 9>, <Figure 10>)

Impact of Korea's exports when
imposing a carbon border tax1)2)

Note : 1) Depending on the elasticity, it differs to maximum, median, and
minimum values.
2) Based on goods, the rate of decrease compared to total exports.
3) Based on median values, Contribution by industry to the reduction
rate of total exports.
Source : Author's calculations

(Tax cut scenario)
When it was assumed that carbon prices paid at the
source through the domestic emissions trading system
are recognized by the EU and the US and the per-ton
rate applied to Korean goods is reduced from USD 50
to USD 35, the size of exports decline was brought
down to an estimated 0.3%, if the tariff is introduced
by the EU, and 0.4%, if introduced by the US, while
the GDP decreased by 0.08% in both cases. However,
given that Korea issues free emission allowances37 to
leading export sectors and its share of free allowances
is higher than that in the EU,38 there is a possibility

35 Oh (2015), in an analysis measuring the impact of carbon border taxes (tariffs scenario of border carbon adjustments) using a CGE model, found that their
introduction will lead to an estimated decline of 5.65% in exports from energy-intensive sectors and a welfare loss of 0.47%.
36 Depending on the price elasticity of import demand, Korea’s exports to the EU were found to decrease by an estimated 0.3-0.8% (median value = 0.5%) with
a GDP loss of 0.07%-0.18% (median value = 0.13%), while exports to the US declined by 0.4-0.9% (median value = 0.6%), with a GDP loss of 0.09-0.21%
(median value = 0.15%).
37 Under the Korea Emissions Trading System Phase 3 (2021-2025) plan, sectors subject to the free allocation of emissions rights include coal mining, oil refining,
chemicals, semiconductors, electronics components, cement, and steel. The automobile sector is subject to auctioning.
38 The share of free allocation in overall emissions allowances stands at 90% and 43% in Korea and the EU, respectively.
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that the size of reduction in the carbon border tax
rate may not be as significant as it was assumed in
this analysis (<Figure11>, <Figure 12>).
Example of exemption scenario1)

<Figure 11>

Export of Country
A(KOR)

Import of Country
B(FRA)

Steel

Steel

Burden of carbon
price on carbon
emissions during
production

Actual
burden
$35

Buying CBAM
Certificate
EU ETS about $50
Exemption
possible

Korean ETS
about $15

by metal products (1.0%p, 0.7%p), electrical and
electronics (0.5%p, 0.6%p), and chemicals (0.7%p,
0.3%p), in this order, suggesting that the adverse
effects of weaker price competitiveness would be
significant not just for carbon-intensive sectors,
but for most leading sectors with a heavy export
orientation. Meanwhile, exports in carbon intensive
fields such as nonmetal minerals, plastics, and
paper and printing industries appeared to sharply
decline (4-9% in exports to both the EU and the US
for all sectors), but this had only a limited effect
on total exports due to their low export orientation
(<Figure13>, <Figure14>).

Note : 1) Reflect the purchase proposal of CBAM Certificate in the EU.
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<Figure 13-14> Impact through direct channels
when imposing carbon border taxes1)2)3)

Impact on total exports1)
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-0.6

Agriculture, forestry and
fishing

(Direct Channel)
The imposition of a carbon border tax, as it drives
up prices for Korean exporters (weakens their
price competitiveness), appeared to cause Korea’s
exports to the EU and the US to drop 3.9% (0.4%
of total exports) and 3.5% (0.4% of total exports),
respectively, through the direct channel. The decline
was, therefore, more significant in exports to the EU
than exports to the US. This is likely to be due to
the fact that chemicals, products with high carbon
emissions, make up a higher share in total Korea’s
exports to the EU (13.8%) than in exports to the US
(6.7%). By industry, the contribution to the decline
in exports was the largest for transport equipment
(1.1%p if a carbon border tax is introduced by
the EU, 0.9%p if introduced by the US), followed

-0.4

Note : 1) Depending on the elasticity, it differs to maximum, median, and
minimum values.
2) Based on goods, the rate of decrease compared to exports of each country.
3) Based on median values, contribution by industry to the reduction
rate compared to each country's exports.
Source : Author's calculations

By end use, intermediate goods exports both to the
EU and the US appeared to decrease by 4.3% (0.3%
of total exports), showing a more extensive decline
than final goods exports (3.5%, 3.6%, representing
0.1% and 0.2% of total exports, respectively).

While in transport equipment and machinery, the
decline was more significant for final goods exports,
the opposite was true for the rest of the industry
where intermediate goods exports fell more sharply
(<Figure15>, <Figure16>).
The fact that intermediate goods exports
declined more severely than final goods exports
is explained primarily by ① their high share
in overall exports and ② their high embodied
emissions, even though these goods are subject to
lower import tariffs39 (<Figure17>, <Figure18>).
<Figure 15-16> Export of intermediate goods and
final goods when imposing a carbon
border tax1)2)3)

<Figure 17> Export share of final and intermediate goods1)
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<Figure 18> Carbon intensity and tariffs under GVC1)
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Through the indirect channel of lowering exports
and income in China and other key trading partners,
which, in turn, adversely affects Korea’s exports,
the carbon border tax caused an estimated export
decline of 0.2%, if introduced by the EU, and 0.3%
if introduced by the US. The largest contributor to
exports decline through the indirect channel was
the decrease in China’s exports and income (91%
of overall impact through the indirect channel).
The decline in exports was particularly sharp in
sectors for which China is a major destination such
as electrical and electronics (38.6%) and chemicals
(38.8%) (<Figure19>, <Figure20>).

39 Items located upstream (raw materials, intermediate goods) in the global value chain have a lot of carbon emissions, but import tariffs are low, which will deal a significant
blow to exports of intermediate goods when imposing carbon border taxes. On the other hand, downstream items have relatively low carbon emissions but high
import tariffs, which are mainly due to trade policies in which countries want to protect their downstream products through import tariffs (Shapiro (2020)).
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This result could be explained mainly by the high
carbon intensity of China’s export industries,40 which
makes them more susceptible to the negative impact
of a carbon border tax by the EU or the US than any
other countries. The new carbon pricing scheme is
expected to lead to a decline of 5.7% and 6.8% in
Chinese exports if introduced by the EU and the US,
respectively, more sizeable than the drop experienced
by any other exporting countries (<Figure21>,
<Figure22>).

<Figure 21> Carbon emissions from exports to EU
and US by country1)
500
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MexicoKorea

Note : 1) Based on Trade partner country.

<Figure 19-20> Impact through indirect channels
when imposing carbon border taxes1)2)
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The influence of a carbon border tax through the
trade redirection channel of changing the shares of the
EU and US markets was found to be a plus factor for
Korea’s exports (an increase of 0.06% in total exports
if the tariff is introduced by the EU, an increase
of 0.07% if introduced by the US). By industry,
Korea’s exports benefited from the new tariff in
sectors such as electrical and electronics, chemicals,
and metal products where it compete with China in
the EU and US markets, while its market share in
transport equipment shrank as its competitiveness
weakened compared to US and EU (mainly German)
manufacturers (<Figure23>, <Figure24>).

40 The embodied CO2 emissions of Chinese exports to the EU and the US represent 16% and 34% of total embodied emissions of exports from all sources to
the same destinations, respectively, making China the highest emitter of all exporting countries.
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When the change in export competitiveness after
the imposition of a carbon border tax was analyzed
using the revealed comparative advantage (RCA)
index,41 the results showed a gain in competitiveness
for semiconductors and the overall electrical and
electronics sector, but a loss in competitiveness for
chemicals and metals. However, despite this, as the
erosion of competitiveness is worse for China, the
world’s largest emitter of carbon dioxide, Korea’s
share appeared to further increase in the EU and
US chemicals and metals markets (<Figure25>,
<Figure26>).
<Figure 23-24>
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It must be noted that although the use of
international I-O analysis in this study permitted
a detailed understanding of the impact of a carbon
border tax across several different channels of
impact, this short-term partial equilibrium model is
limited in that it does not allow the consideration
of changes occurring in production structures of
countries after the introduction of the carbon tariff.
To test for robustness, a second round of
estimation was conducted using a structural
model 42 (Caliendo and Parro, 2015), which is a
general equilibrium model capable of reflecting
changes in production structures. The estimation
using the structural model resulted in a GDP

41 The RCA (revealed comparative advantage) is an index measuring the export competitiveness of a country by comparing the share of a class of goods or services in world trade with the share of the same class of goods or services in this country’s exports. The higher the RCA, the higher a country’s competitiveness
is in that sector, and a value above 1 means that a product has a comparative advantage.
42 For details, see <Appendix 4> “Overview of the Structural Model (Caliendo and Parro, 2015).”
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decline of 0.13%, roughly equivalent to the lower
end of the range estimated using I-O analysis
(0.16%), suggesting that the adverse effect of a
carbon border tax might be more moderate.
However, given that neither the international I-O
analysis nor the structural analysis reflected plus
factors resulting from the development of emissions
reduction technologies or the effects of environmental
subsidies which are hard to quantify, if these factors
are reflected, this could further reduce the negative
impact of the carbon border tax (<Figure27>).
<Figure 27> Impact of GDP when imposing carbon
border tax1)
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<Structural
model>

V. Overall Evaluation and Implications
Recently, amid a growing emphasis on joint
international action and closer cooperation, there
has been a move among major countries toward an
active use of trade policy as a tool to reduce global
carbon emissions. The EU plans to levy a carbon
border tax on imports by introducing the so-called
CBAM in 2023 and requiring importers to acquire
and surrender CBAM certificates in amounts
corresponding to the embodied emissions of goods
brought into its customs territory, starting in 2026.
The introduction of a carbon border tax is also
being actively considered by the US.
The results of the empirical analysis suggest
that a carbon border tax is likely to have a
substantial adverse impact on Korea’s exports
due to the high carbon intensity of leading export
sectors. The introduction of a carbon border tax
appeared to negatively impact Korea’s exports by
weakening the price competitiveness of export
goods and causing a decline in intermediate goods
exports to China and other key trading partners.
Moreover, the negative impact does not appear
to be confined to highly carbon-intensive and
heavily export-oriented sectors such as metals ,
chemicals, and transport equipment, but affect also
semiconductors and other electrical and electronics
products by driving down intermediate goods
exports to China, which will be the most heavily
hit by the introduction of a carbon border tax.
However, if going forward, the implementation of
carbon neutrality policy pushes up carbon prices
in Korea, the adverse impact on exports might be
more modest, limited to levels estimated under the
tax cut scenario in this study.
Although in Korea, government-led efforts for the
transition to a low carbon economy are currently
ongoing under a long-term plan to reach carbon
neutrality by 2050, there is also a need for shortterm response measures to minimize the negative
impact of a carbon border tax on the national
economy.

At the level of firms, at the same time as assisting
the current plan to cut carbon emissions through
the transition to green energy and the development
of and investment in low carbon technologies,
they must also make a special effort toward the
improvement of non-price competitiveness and
export diversification to compensate for the
weakening of price competitiveness expected upon
the introduction of a carbon border tax. This should
be coupled with the effort to lower the amount of
carbon border taxes levied on Korean goods by
participating in RE100 43 and expanding the low
carbon supply chain through increased acquisition
of green parts and components. Meanwhile, the
government must respond to the introduction of a
carbon border tax through closer cooperation with
countries concerned to strengthen commercial
diplomacy,44 while also looking for ways to support
emissions reduction efforts by businesses through
financial assistance or tax breaks.
Meanwhile, Green New Deal programs in major
countries, aimed at accelerating the transition to a
sustainable economy, are opportunities Korean firms
must take advantage of to create new engines for
growth and expand their markets. Although green
products currently account for only a negligible
share of Korea’s exports,45 most Green New Deal
projects in major countries are focused on building
out infrastructure needed for the transition to
green vehicles 46 and clean energy, which could
be a positive development for exports in related
industries.

43 RE100 (Renewable Energy 100%) is a global climate change initiative of businesses committed to the use of 100% renewable energy to minimize CO2
emissions and sourcing intermediate goods from low carbon producers (Korean firms such as LG Chem, SK Hynix, SK Telecom, and Hanwha Q Cells are also
members of this initiative).
44 Government officials recently met with members of the European Commission to state the Korean position on the CBAM and stressed that the new EU
scheme must be consistent with WTO rules and that Korean firms must be exempted from the carbon border tax as they are already paying for emission
allowances through the emissions trading system at home.
45 Green products such as green vehicles, rechargeable batteries, and solar energy account for 3.4% of total Korea’s exports (as of 2020).
46 Recent conditions for Korean green vehicle exports have been favorable, with a strong upturn continuing in export sales (25.6% on average in 2018-2020 →
61.8% in the 1st half of 2021).

Effects of Major Countries’Climate Change Responses on Korea’s Exports: Centering on Carbon Border Tax 31

【References】

Abiad, A., Baris, K., Bernabe, J. A., Bertulfo, D. J., Camingue-Romance, S., Feliciano, P. N., Mariasingham,
M. J., and Mercer-Blackman, V. (2018). The Impact of Trade Conflict on Developing ASIA. ADB
Economics working paper series, No.566.
AFEP. (2020). Trade & Climate Change: Quantitative Assessment of the Best Policy Tools to Achieve
Climate Neutrality and Competitiveness.
Aichele, R. (2013), Carbon Leakage with Structural Gravity. Beiträge zur Jahrestagung des Vereins für
Socialpolitik 2013: Wettbewerbspolitik und Regulierung in einer globalen Wirtschaftsordnung Session: Climate Policy I, A04-V3.
Aichele, R., and Felbermayr, G. (2015). Kyoto and carbon leakage: an empirical analysis of the carbon
content of bilateral trade. The Review of Economics and Statistics, 97.1, 104-115.
(2012). Kyoto and the carbon footprint of nations, Journal of Environmental Economics
and Management, 63.3, 336-354.
Bolton P., Despres, M., Da silva, P., Samama, F., and Svartzman, R. (2020). The green swan: Central
banking and financial stability in the age of climate change, BIS.
Burniaux, J.-M., and Martins, J. O. (2012). Carbon leakages: a general equilibrium view. Economic Theory,
49(2), 473-495.
Caliendo, L., and Parro, F. (2015). Estimates of the Trade and Welfare Effects of NAFTA. The Review of
Economic Studies, Vol.82, Issue 1, 1-44.
Clerc, L., Bontemps-Chanel, A.-L., Diot, S., Overton, G., De Albergaria, S. S., Vernet, L., and Louardi, M.
(2021). A first assessment of financial risks stemming from climate change: The main results of the
2020 climate pilot exercise. Banque de France Analyses et synthèses, No.122-2021.
Elliott, J., Foster, I., Kortum, S., Munson, T., Cervantes, F. P., and Weisbach, D. (2010). Trade and Carbon
Taxes. The American Economic Review, 100(2), 465-469.
Elliott, J., Foster, I., Kortum, S. S., Khun J. G., Munson, T., and Weisbach, D. (2012). Unilateral Carbon
Taxes, Border Tax Adjustments, and Carbon Leakage. University of Chicago Institute for Law &
Economics Olin Research Paper, No.600.
Ens, E., and Johnston, C. (2020). Scenario Analysis and the Economic and Financial Risks from Climate
Change. Bank of Canada staff discussion papers, 2020-3.
Feenstra, R. C., and Sasahara, A. (2018). The ‘China Shock’, Exports and U.S. Employment: A Global
Input–Output Analysis. Review of International Economics, 26.5, 1053-1083.
Felder, S. and Rutherford, T. F. (1993). Unilateral CO2 reductions and carbon leakage: the consequences
of international trade in oil and basic materials. Journal of Environmental Economics and
Management, 25.2, 162-176.
32 QUARTERLY BULLETIN / September 2021

【References】

Fischer, C., and Fox, A. K. (2012). Comparing policies to combat emissions leakage: Border carbon
adjustments versus rebates. Journal of Environmental Economics and Management, 64, 199-216.
Ghodsi, M., Grübler, J., and Stehrer, R. (2016). Import Demand Elasticities Revisited, wiiw working paper,
No.132.
Helm, D., Hepburn, C., and Ruta, G. (2012). Trade, climate change, and the political game theory of border
carbon adjustments. Oxford Review of Economic Policy, 28.2, 368-394.
IEA. (2021).CO2 emissions from fuel combustion(2020 edition).
IMF. (2019). Putting a price on pollution: Carbon-pricing strategies could hold the key to meeting the
world’s climate stabilization goals. Finance & Development, 56.4, 16-19.
Kahn, M. E., Mohaddes, K., N.C.Ng, R., Pesaran, M. H., Raissi, M., and Yang, J.-C. (2021) Long-term
macroeconomic effects of climate change: A cross-country analysis. Energy Economics, 105624.
Kee, H. L., Nicita, A. and Olarreaga, M. (2008). Import demand elasticities and trade distortions, The
Review of Economics and Statistics, 90.4, 666-682.
Lamy, P., Pons, G., and Leturcq, P. (2020). A European Border Carbon Adjustment Proposal Greening EU
Trade, Europe Jacques Delors policy paper, 1-14.
Larch, M., and Wanner, J. (2017). Carbon tariffs: An analysis of the trade, welfare, and emission effects
Journal of International Economics, 109, 195-213.
Miller, R. E., and Blair, P. D. (2009). Input-Output Analysis: Foundations and Extensions(2nd edition).
Cambridge University Press
OECD. (2021). Effective Carbon Rates 2021, Pricing Carbon Emissions through Taxes and Emission
Trading.
Shapiro, J. S. (2020). The Environmental Bias of Trade Policy. The Quarterly Journal of Economics, 136.2,
1-56.
Tokarick, S. (2010). A Method for Calculating Export Supply and Import Demand Elasticities, IMF working
paper, 10.180.
USTR. (2021). 2021 Trade Policy Agenda and Annual Report.
Vermeulen, R., Schets, E., Lohuis, M., Kölbl, B., Jansen, D.-J., and Heeringa, W. (2018). An energy
transition risk stress test for the financial system of the Netherlands. Occasional Studies, De
Nederlandsche Bank N.V.
Washizu, A., and Nakano, S. (2021). An Assessment of Carbon Taxation by Input–Output Analysis:
Upstream or Downstream? Economics, Law, and Institutions in Asia Pacific, 151-179.

Effects of Major Countries’Climate Change Responses on Korea’s Exports: Centering on Carbon Border Tax 33

【References】

Yamano, N., and Guilhoto, J. (2020). CO2 emissions embodied in international trade and domestic final
demand: Methodology and results using the OECD Inter-Country Input-Output Database. OECD
Science, Technology and Industry Working Papers, 2020-11.
Zhao, Y., Ducharne, A., Sultan, B., Braconnot, P., and Vautard, R. (2015). Estimating heat stress from
climate-based indicators: present-day biases and future spreads in the CMIP5 global climate model
ensemble. Environmental Research Letters, 10.8.

34 QUARTERLY BULLETIN / September 2021

【References】
(Works in Korean)

Choi, J. Y. (2008). Analysis of the Recent GHG Emission Structure by industry in Korea. Quarterly National
Accounts, 27(3), 121-147, Bank of Korea.
Han, K. J., Yim, D. S., and Kwak, D. J. (2010). A Study on the Industrial Competitiveness of the GHG Emission
Trading System in Korea, Korea Institute for Industrial Economics and Trade Research paper.
Hwang, M. S., Park, J. H., and Kim, Y. M. (2009). Impact and Implications of Response to Climate Change on
Korean Economy, Monthly Bulletin, 2009(3), 23-62, Bank of Korea.
Jung, J. H., Kim, J. A., and Park, J. W. (2010). A study on Foreign Cases and Major Issues Related to the
Introduction of Carbon Tariffs. Korea Institute of Public Finance.
Kim, Y. K. (2011). CO2 Emission Structure Analysis of Industrial Sector with Environmental Input-Output Table
2005. Environmental and Resource Economics Review, 20.1, 1-31.
Kwon, T. H. (2020). Input-Output Analysis.
Lee, J. M., Kim, B. W., and Kim, J. H. (2017). A Study on the Estimation of Price Elasticity of Export Demand by
Item Unit. KIET Research paper, 2017-31.
Ministry of Economy and Finance. (2017). Basic Plan of the 2nd Emissions Trading System
Ministry of Economy and Finance, and Ministry of Environment. (2019). Basic Plan of the 3rd Emissions Trading
System
Oh, K. S. (2015). A study on the Ripple Effect of Border Carbon Measures in Advanced Countries under the New
Climate Convention. Korea Energy Economics Institute.
Shin, D. C. (2013). The Calculation of Carbon Footprint Embodied in International Trade: A Multi-Regional
Input-Output Analysis, Environmental and Resource Economics Review, 22.1, 31-52.
Shin, D. C., Lee, H., and Kim, Y. K. (2015). The Carbon Content and Chain Embodied in Exports of Korea with
Major Trading Partners: The Multi-Regional Input-Output Analysis. Environmental and Resource
Economics Review, 24.1, 141-164.
Shim, H. J. (2020). "Eco-friendly Vehicle Export and Competitiveness Diagnosis", IIT Trade focus 2020-33.

Effects of Major Countries’Climate Change Responses on Korea’s Exports: Centering on Carbon Border Tax 35

【Appendix 1】

OECD Method of Calculating Carbon Dioxide Emissions Embodied in International Trade*

* Drawing mainly on J. Guilhoto and N. Yamano (2020)
The OECD estimates CO2 emissions embodied in international trade using emission multipliers from the
ICIO (inter-country input-output) system. This method determines the portion of emissions embodied in
international traded goods in the overall volume of C02 emissions by multiplying the embodied emissions
per unit of production output in each country (=emission multiplier) by the trade matrix.
① (Basic Concept) The pollutant emissions matrix ( ) is a diagonal matrix displaying the emission
intensities47 of K number of sectors in N number of countries. The pollutant emissions matrix was multiplied
by an inverse Leontief matrix using an input coefficient matrix ( ) to obtain the embodied CO2 emissions
per unit of production output in each country (emission multiplier, ).

,

= emission intensity of industry k in country

② (Estimation of trade CO2 emissions) The emission multipliers ( ) obtained in ① was then multiplied
by the trade matrix to calculate the volume of CO2 emissions ( ) of each class of goods traded between
countries (
).
Ex.) Total CO2 emissions (C) of product P exported from country 1 to other countries (countries 2-N)

= CO2 emission of industry I to country r,

= exports of product p of industry I from country r to country s

47 (Domestic CO2 emissions by sector + Net imports of CO2 emissions)/ Total production by sector.
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【Appendix 2】

Estimation of Carbon Dioxide Emissions Using an Augmented Leontief Model*

*Drawing mainly on Miller and Blair (2009) and Kwon (2020)
The augmented Leontief model is an environmental analysis method using I-O analysis which adds pollutant
emissions coefficients to the input coefficient matrix. Here, in <Appendix 2>, this method is explained using
a 2-sector input-output table (IOT).
'Explain with 2-sector input-output table'
1

2

1

150

500

350

1000

2

200

100

1700

2000

50

80

pollutant emissions (

)

final demand (

)

output (

)

① The pollutant emissions coefficient ( ) is the size of emissions of a pollutant per unit of output and is
calculated using IOTs and the volume of pollutant emissions ( ) of each sector.

② Using the matrix ( ) created by adding a pollutant emissions coefficient row to the input coefficient
matrix ( ), the inverse of the Augmented Leontief matrix (
) is derived.

③ Based on the relationship between the final demand, output, and the total volume of pollutant
emissions, the volume of pollutant emissions and the final demand, and the volume of pollutant emissions
in each sector ( ) can be obtained. In this example, the final demand is assumed to be 600 for sector 1 and
1,500 for sector 2.
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【Appendix 3】

Price Elasticity of Export Demand

When a trading partner imposes a carbon border tax, this causes changes in Korea’s exports by triggering a
change in relative prices. The extent of this change can vary depending on the type of product, according to
its price elasticity. In this study, the impact of price elasticity on exports was calculated by setting its value to
-1~ -2, which is the range of estimation reported in the existing literature on this subject (<Table A1>).
<Table A1> Previous studies of Elasticity in import demand
Papers

Kee et al.(2008)

Tokarick(IMF, 2010)

Classification

SR(Short-run)

Elasticity

-1.33

Ghodsi et al.(2016)

Abiad et al.(ADB, 2018)

LR(Long-run)

-1.56

-2.14

-0.95

ε^T

ε=-1

-1.5

-1

A study by the Korea Institute for Industrial Economics and Trade (2017)48 on the price elasticities of Korean
products by product category reported that carbon-intensive products such as petroleum and chemical
products are more elastic to the price than other types of products (<Table A2>).
<Table A2> Price Elasticity by major products1)
(US)
2)

HS

Exports

Industry

OLS

FMOLS

ARDL

191.8
(26.4)

motor
vehicles,
trailers

-0.3935

-0.3641

-0.3254

87

(***)

(***)

(***)

165.3
(22.7)

computers∙
electronic,
equipment

-0.6196

-0.5215

-0.5031

132.4
(18.2)

computers∙
electronic,
electrical
equipment

36.3
(5.0)

coke, refined
petroleum
products

28.8
(4.0)

Chemicals,
chemical
products,
rubber,
plastic

20.3
(2.8)

Basic metals
as steel

727.2
(100.0)

-

84

85

27

39

73

Total

(Japan)

(100 Million Dollar)

(***)

(***)

(***)

-0.7545

-0.7798

-0.7286

(***)

(***)

(***)

0.1087

-0.9698

-3.7520

-2.9518

Exports

Industry

OLS

FMOLS

ARDL

53.6
(17.5)

coke, refined
petroleum
products

-0.8470

-2.1475

-2.1606

27

(***)

(***)

38.9
(12.8)

computers∙
electronic,
electrical
equipment

0.0194

0.1174

0.0948

85

37.9
(12.4)

computers∙
electronic,
equipment

-0.2076

-0.1461

-0.4147

84

72

28.3
(9.3)

Basic
metals
as steel

0.8689

1.2769

0.8177

(***)

(***)

(*)

18.4
(6.0)

Chemicals,
chemical
products,
rubber, plastic

-0.4116

-0.8638

-0.5775

15.6
(5.1)

Chemicals,
chemical
products

-0.4621

-1.1402

(*)

(***)

305.3
(100.0)

-

-0.64023)

-0.73923)

-3.3007
39

(***)

(***)

(***)

-1.6203

-1.4999

-1.0549
29

(***)

(***)

-0.80423)

-0.81213)

-0.93723)

(100 Million Dollar)

HS

(**)
-2.4775

2)

Total

(*)
-0.5459

-0.71803)

Note : 1) *** p<0.01, ** p<0.05, * p<0.1
2) ( ) is the weight of product
3) Average Estimates by product
Source : KIET(2017)
48 Bilateral export functions were estimated using a simultaneous equations model, a cointegrating relationship model for the estimation of a long-term equilibrium relationship (FMOLS (fully modified OLS)), and the ARDL (autoregressive distributed lag), and the price elasticity was calculated for different product groups
based on HS classification, using data on exports to the US and Japan. The bilateral export function is expressed as
volume of Korea’s exports to country F during period t,
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the relative price during period t, and

where,

the income of country F during period t.

is the

【Appendix 4】

Overview of the Structural Model (Caliendo and Parro, 2015)

This structural model (Caliendo and Parro, 2015) is a general equilibrium model which estimates new channels
of equilibrium that emerge as a result of changes in trade tariffs, such as the introduction of a carbon border tax,
causing an industrial reorganization and giving a comparative advantage to new sectors based on the difference
in price competitiveness. In this method, a household consumption function and a production function of
intermediate goods and composite intermediates are set up for all sectors (j, 40 industries) in each of the
countries analyzed (n, 37 countries), for both traded and non-traded goods.
(Structure of the Model)
In the structural model, households consume final goods from various industries, that are either domestically
produced or imported, by purchasing them using the wage they earn from labor (consumption function).
Moreover, the production function of intermediate goods is assumed to be a constant returns to scale production
function having labor, productivity and composite intermediates as factors of production. Meanwhile, the
production function of composite intermediates assumes that intermediate goods are used as a factor of
production and that composite intermediates are ultimately consumed as intermediate goods or final goods
(production function). Moreover, as countries decide whether they will domestically source intermediate goods
or import them from foreign sources based on prices, which reflect both tariffs and productivity, the concept of
comparative advantage in international trade in which price competitiveness is a determining factor is implied
in the prices of intermediate goods (prices of intermediate goods). Changes in tariffs cause differences in price
competitiveness between industries, triggering the reorganization of industries with a comparative advantage in
trade participating countries at the same time as a restructuring in which the labor force moves to sectors with a
comparative advantage, resulting in changes in the production output across industries (<Table A3>).
However, it should be noted that this model is not a short-term model that takes into consideration the
deadweight loss from changes in tariffs, causing deviations from the equilibrium point, in the form of price
distortions or labor market frictions, but a long-term model that estimates a new equilibrium point at which
there is a free flow of labor between sectors and full employment is reached.
<Table A3> Structural model’s major behavior formula
Classification

Behavior formula
,

Household
Production
function of
intermediate
goods

(

Production
function of
composite
intermediate
goods

Price of
intermediate
goods

(

=Productivity,

=Elasticity of substitution,

=Labor,

= Demand for intermediate goods produced at the lowest price)

min

min
(

= Productivity,

= Input cost,

=Composite intermediate goods)

=Customs,

= Trade costs except customs,

= Price of intermediate goods)
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Financial Stability Overview

[Executive Summary]
Since the second half of last year, Korea’s
financial system has remained generally stable.
Despite signs of resurgence of COVID-19, the
Korean financial markets remained calm due to
heightened expectation for economic recovery,
with the financial intermediary function working
well. The Financial Stability Index (FSI), showing
overall financial system conditions, reached the
crisis stage temporarily in April but continually
decreased thereafter to stand at 1.8 (preliminary)
i n M a y, s t a n d i n g b e l o w t h e w a r n i n g s t a g e
threshold (8.0).
Financial Stability Index (FSI)1)2)
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Notes : 1) A composite index (0-100) calculated by standardizing 20 monthly
real and financial sector indicators related to financial stability. The
warning and crisis stage thresholds are set at 8 and 22 respectively,
using the“noise-to-signal ratio”method.
2) Preliminary figures for April and May 2021.
Source : Bank of Korea.

A look at financial stability conditions by
sector shows that in the credit markets, private
credit continued to grow at a fast pace as both
households and firms increased borrowing,
whereas the nominal GDP growth rate remained
low, resulting in a steep rise in the private
credit-to-nominal GDP ratio. Households’ debt
repayment burden worsened, due to an increase in
household credit led by increased home mortgage
loans and leasehold deposit(jeonse) loans, with
the growth rate of household disposable income
having been remained low. Corporate credit
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also showed sustained expansion, as demand for
financing increased amid the prolonged pandemic.
Although corporate sector ’s overall financial
conditions have improved, the disparity among the
debt servicing capacities of corporations widened.
Meanwhile, delinquency rates of household and
corporate loans have both continued to remain low,
but insolvency risk could escalate going forward,
particularly in vulnerable areas of both household
and corporate sectors, should multispeed and
incomplete recovery take place among sectors and
industries.
In the asset markets, stock prices rose amid
elevated long-term market rates, with investors’
risk appetite and search for yield, while housing
sales prices continued to increase rapidly. Longterm market rates have risen quite substantially
driven by expectation for domestic economic
recovery and by concerns over supply of Treasury
bonds, whereas corporate bond credit spreads
generally remained stable. Domestic stock prices
have been hiked significantly by improved
key economic indicators at home and abroad
and by retail investors’ active stock purchases.
Although the increase rate of housing prices
slowed modestly due to the announcement of
government’s housing supply policy, it continued
to rise at a rapid pace. Close attention must be
paid to the fact that, despite the spread of the
virus, asset prices have been showing a steep
increase particularly in the real estate market,
driven by rising risk appetite and search for yield.
Looking at the asset prices in consideration of
economic fundamentals, the prices of certain
assets including real estates are estimated to have
been considerably overvalued. Moreover, the
growing speculative demand for crypto assets and
their sharp price hike, with their economic value
being unclear, imply that risk appetite in asset
markets are rising, increasingly disconnected from
economic fundamentals.
With regard to financial institutions, commercial
banks’ asset quality and profitability both remain

solid. The asset soundness and profitability of
institutions’(NBFIs) have improved amid sustained
growth in assets. However, financial institutions’
soundness indicators such as delinquency rates
could deteriorate, should the government start to
wind down their financial support.
As for foreigners’ portfolio investment, stock
investment has recorded a net outflow between
January and May this year, while bond investment
has posted a large net inflow. Foreigners’ portfolio
investment, particularly stock investment, could
show escalated volatility going forward, driven by
concerns over overvaluation in domestic stocks
and inflation in major countries. In the meantime,
residents’ overseas portfolio investment increased
significantly, particularly in stocks, owing to a rise
in stock prices in advanced economies and in risk
appetite.
The financial system’s resilience, i.e. its capacity
to withstand domestic and external shocks, has
remained favorable, with financial institutions’
capital ratio and liquidity ratio exceeding the
regulatory standards. While financial system is
expected to remain resilient going forward, a
close attention should be paid to borrower’s credit
risk being affected by developments in economic
recovery and market rate movements, possibly
deteriorating financial institutions’ resilience. The
nation’s external payment capacity has remained
stable as official foreign reserves recorded
historical high.
Looking at the situation more broadly, the
Korean financial system has been stable, with
prudent financial markets, resilient financial
institutions and smooth financial intermediary
function backed by robust external payment
capacity. However, financial imbalance has
been escalating driven by expanded private
sector leverage, heavy flows of fund into asset
markets and asset price hikes, causing a rise in
potential vulnerability within the financial system
in medium- to long-term horizon. The financial
vulnerability index (FVI), an indicator of overall
financial system vulnerability, sustained its upward
trend, rising from 41.9 before the outbreak of
COVID-19 in the fourth quarter of 2019 to 58.9 in
the first quarter of 2021. If the financial imbalance
that has been building up so far further expands

without being adequately managed, any external
or internal shocks going forward could lead to
greater financial and economic repercussions.
Amid continuing uncertainties surrounding
COVID-19 including emergence of variants, if
the financial markets at home and abroad should
face expanded volatility from, for instance,
concerns about global inflation, investors’ risk
appetite could severely contract and cause adverse
effects. Going forward, policy responses should
be strengthened to target the rate of increase in
private debt, financial institutions’ asset quality
management and asset market stability.
Financial Vulnerability Index (FVI)1)
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Note : 1) A composite index (0-100) calculated by standardizing 39 indicators
concerning three criteria for assessment (asset prices, credit accumulation
and financial system resilience).
Source : Bank of Korea.
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Household credit1)

[Financial Stability Situation by sector]
I. Credit Markets

2,000

 The private credit-to-nominal GDP ratio, an
indicator of the level of private sector leverage, stood
at 216.3% (estimated) at the end of the first quarter of
2021, showing a sharp rise of 15.9%p from the same
period of last year. Private sector’s demand for funds
expanded owing to households’ increased demand for
housing-related loans and corporates’ effort to secure
funds in response to economic uncertainty, while
nominal GDP growth rate remained weak.

Amount (LHS)
Rate of increase (RHS)
(trillion won)

Private credit-to-nominal GDP ratio (LHS)
(%)

12

1,000

8

500

4

0
Q1 07

(%)

20

180

12

160

8

140

4

120

0
-4

100
08

12

16

e)

Q1 21

Notes : 1) Estimated figures for Q1 2021.
2) Sum of nominal GDPs in quarter concerned and immediately
preceding three quarters.
3) Year on year basis.
Source : Bank of Korea.

 Household debt (household credit statistics
basis) increased by 9.5% year on year to record
1,765.0 trillion won at the end of the first quarter of
2021, showing a continued high rate of growth.
The household debt-to-disposable income ratio
stood at 171.5% (estimated) at the end of the first
quarter of 2021, a rise of 11.4%p from the same
period of last year (160.1%), indicating a significant
increase in debt servicing burden for households.
The financial liabilities-to-financial assets ratio (flow
of funds statistics basis), however, dropped by 2.9%p
to 44.7% (estimated) at the end of the first quarter of
2021 from a year earlier (47.6%), due to the rise of
stock prices.
Although the delinquency rate of household loan
remains low, the default risk of particularly vulnerable
households may increase if the economic recovery is
differentiated by sector and industry in the future.
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Rate of private credit increase (RHS) 3)

Rate of nominal GDP increase (RHS) 3)
220

(%)

1,500

Q1 07

Private credit1)-to-nominal GDP2) ratio

2)

household disposable income-to-gross national income ratios for the
immediately preceding three years.
4) Based on flow of funds statistics; estimated figure for Q1 2021.
Source : Bank of Korea.

 Corporate credit has continued to increase
as corporate demand for funds soared affected
by prolonged COVID-19 pandemic, while net
issuance of corporate bonds and CP also continued
to increase. Corporate loans increased substantially
by 14.1% to 1,402.2 trillion won at the end of the
first quarter of 2021 from the same period last year.
By company size, the growth rate of loans to small
and medium-sized enterprises (SMEs) accelerated
driven by demand for operating funds, while that
of loans to large enterprises dampened owing to
increased funding through direct financial markets
as stock price rises.
Corporate financial soundness has improved,
but the debt servicing capacity differs more
widely across corporations. Despite the increase
in corporate borrowing, the overall corporate debt
ratio (debt/equity) at end-2020 dropped to 77.2%
from 81.1% in the first half of 2020, driven by
corporate efforts to expand capital buffers. The
interest coverage ratio (operating income / total
interest expenses) rebounded in the second half of
2020 (3.4 in H1 to 5.4 in H2). However, the share
of companies with debt ratio exceeding 200%
increased relative to the first half, indicating that
the gap in financial soundness among companies
was widened.

Attention should be given to the possibility of
the potential credit risk materializing particularly
for vulnerable companies, should the recovery
in corporate performance be delayed due to
uncertainties over the pandemic situation or the
escalation of US-China tensions.
Corporate credit

Net corporate bond issuance (RHS)

20

 Treasury bond yields rose considerably, affected
by the expectations for domestic and overseas
economic recoveries and concerns about an excess
Treasury bond supply.
Korean and US Treasury bond yields

Corporate financial
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II. Asset Markets
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Sources : Korea Financial Investment Association, Bloomberg.

Corporate bond credit spreads, widened slightly
in mid-March, due to the increased volatility in
Treasury bond yields, but has narrowed afterwards
hovering below the long-term average.
Corporate bond credit spreads1)2),
and spread across credit ratings

5) Operating income / Total Interest expenses.
Sources : Bank of Korea, Korea Securities Depository, KIS-Value, financial institutions'
business reports.

Corporate bonds (A-) - Corporate bonds (AA-) (LHS)
Corporate bonds (A-) - Treasury bonds (LHS)
Corporate bonds (AA-) - Treasury bonds (RHS)
(bp)

(bp)

(bp)

(bp)

600

180

500

500

150

400

400

120

300

300

90

90

200

200

60

60

100

100

30

600

0

0
09

11

13

15

17

19 May.21
21

180
150

Long term average 141

Long term average 50

120

30

0
0
1 Jul
7 Jan.20
1 Jul
7 Jan.21
1 May
Jan.19

Notes : 1) 3-year maturity basis.
2) The long-term average is for the period between January 2010
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Sources : Korea Financial Investment Association.

 The domestic stock market underwent a
correction after a steep rally earlier this year, led
by caution against short-term price hikes and by
the increase in the US equity price volatility. Stock
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prices bounced back afterwards, driven by the US
additional stimulus package, and expectations for
improvement in domestic and overseas economic
indicators and corporate performance following
the progress in COVID-19 vaccinations. The stock
price volatility index (V-KOSPI) rose in line with a
heightened external risk, but then stabilized gradually
after March falling close to the pre-COVID-19 level
of early 2020.
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The price-earnings ratio (PER), showing the level
of a firm’s stock price relative to its profit, stood
at 11.48 as of end-May, remaining above its longterm average (9.70 since 2010). The price-to-book
value ratio (PBR), indicating a firm’s stock price
level relative to its liquidation value, surpassed its
long-term average (1.02) at 1.21. As investors’ risk
appetite increased in the stock market, the equity
risk premium declined rapidly to 6.53%p as of endMay, remaining below the its long-term average
(7.71%p).
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 Housing sales prices rose at a slightly slower
pace entering this year, affected mainly by the
government’s housing market stabilization measures.
However, they continue to show an uptrend, driven
by concerns about a mismatch between supply and
demand and expectations for further price rises.
Leasehold deposit(jeonse) and monthly rental
prices, which soared in the second half of 2020,
slowed sharp rises due to seasonal factors. However,
factors pushing up the prices still remain, such as the
reduced number of new apartment units supplied and
the demand for new houses in the third new town in
Seoul metropolitan area.
In the commercial real estate market, the price
growth accelerated led by fund inflows, and the
transaction volume continued to increase, despite
falling in rental income resulting from declining
rental prices and increasing vacancies.
It should be noted that fund flows into the real
estate market and a continued rise in real estate
prices could expand financial imbalances and
undermine financial stability in the event of a
domestic or overseas shock.

Rates of increase in housing purchase prices1)
and rates of increase in commercial real estate price2)

III. Financial Institutions
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< Return on capital in commercial real estate >

2.0

(%)

(%)

Offices

1.5

Retail stores 3)

2.0
1.5

1.0

1.0

0.5

0.5

0.0

0.0

-0.5

-0.5

13

15

17 18

Q1 19

Q1 20

Q1 21

Notes : 1) For 2018 and earlier, annual average of monthly growth;
2) Quarter-on-quarter rate of increase in asset value reflecting changes
in land and building prices. For 2018 and earlier, annual average of
quarterly growth.
3) Medium- and large-sized property basis.
Sources : Korea Real Estate Board, Ministry of Land, Infrastructure and Transport.

 The financial soundness of commercial banks
remained generally solid, in terms of both their
profitability and asset soundness.
Commercial banks’ total assets continued to grow
rapidly to 1,989 trillion won in the first quarter of
2021, up by 8.0% year on year.
Their asset soundness continued to improve
with the substandard-or-below loan ratio falling
to 0.36%, due to the Base Rate cuts and financial
support measures such as maturity extensions
and loan the deferral of principal and interest
repayment.
Commercial banks’ profitability improved
modestly led mainly by the increase in their interest
income. In addition to the positive growth in their
net income, their return on assets (ROA) was up
0.01 %p in the first quarter of 2021 from the same
period of last year (0.58%) to stand at 0.59%
(annualized).
There is the possibility that banks’ asset
soundness indicators could deteriorate as the
government’s financial support measures are
normalized going forward.
Commercial bank asset soundness and profitability
Return on assets1)

3.0

Substandard-or-below loan ratio2)

(%)

Net Interest margin1)
(%)

3.0

2.5

2.5

2.0

2.0

1.5

1.5

1.0

1.0

0.5

0.5

0.0

0.0

Q1 08

Q1 11

Q1 14

Q1 17

Q1 20 Q1 21

Notes : 1) Accumulated quarterly incomes annualized.
2) End-period basis.
Source: Commercial banks' business reports.

 The financial soundness of NBFIs remained
favorable as both their asset soundness and
profitability improved.
NBFI’s assets continued to grow, recording 3,163
trillion won at the end of the first quarter of 2021, up
by 7.5% year on year. Mutual savings banks’ assets
showed particularly high growth at 26.2% year on year.
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In terms of the asset soundness, most sectors saw
their delinquency rates and substandard-or-below
loan rates decline year on year, mainly in mutual
savings banks and credit-specialized financial
companies.
The profitability improved significantly in all
NBFI sectors including securities companies, mutual
savings banks, and insurance companies. The
major drivers were the increase in brokerage fees
for securities companies, improved loan-to-deposit
margins and the decline in loan loss provision
expenses for mutual savings banks, and the decline
in loss ratio and the easing of reserve requirement
for insurance companies.

transactions went up from 4.7% at the end of 2019
to 5.0% at the end of 2020, those within the NBFI
sector from 59.3% to 60.1%, while those between
the banking and NBFI sectors dropped from 36.0%
to 34.9%.
Analyzing the default contagion and concentration
risks based on the structure of mutual transactions
across financial sectors, the contagion risk increased
from the end of last year, while the concentration
risk maintained a similar level.
Mutual transactions among
financial institutions and across sectors1)2)
Within banking sector (LHS)

Between banks and NBFIs (LHS)

Among NBFIs (LHS)

Proportions in total assets (RHS)

(trillion won)

3,600

NBFI substandard-orbelow loan ratios1)2)

4

NBFI return on assets
(ROAs)2)3)

Insurance cos. (LHS)

Mutual credit cooperatives (LHS)

Securities cos. (LHS)
Mutual Savings banks (RHS)

Credit-specialized financial cos. (LHS)

(%)

(%)

28

4

(%)

126 (4.7)
95 (4.0)
84 (4.2)

20

33.0
149 (5.0)

3,000
2,400

(%)

32.7

1,800
749

89 (4.2)
788

964

851

1,041

(%)

36
30
24

(34.9)

(36.0)

18

(36.3)

(37.2)

(38.0)

12

1,200
3

21

3

10

600

1,137

1,243

1,400

(57.7)

(58.7)

16

17

18

(59.7)

1,588
(59.3)

1,789
(60.1)

0
2

14

2

0

19

20

6
0

Notes : 1) Mutual transaction amounts are on an end-period basis
(flow of funds statistics)
1

7

1

-10

2) Figures within parentheses are the proportion of the total
amount of mutual transactions.

0

08

14

0
19 Q1 20 Q1 21

0

08

14

-20
19 Q1 20 Q1 21

Notes : 1) End-period basis, excluding securities cos.
2) For 2019 and earlier, annual basis;
for 2020 onward, quarterly basis.
3) Accumulated quarterly incomes annualized.
Source : Financial institutions' business reports.

 Financial institutions’ interconnectedness
through their funding and operations has
strengthened. Mutual transactions among financial
institutions amounted to 2,979 trillion won at the end
of 2020, representing an increase of 11.2% compared
to the end of last year. Mutual transactions accounted
for 33.0% of the total assets of the overall financial
sector, up by 0.3%p from the same period of last
year (32.7%).
Looking at mutual transactions across financial
sectors, those among banks grew by 18.1% from the
same period of last year, showing the fastest growth.
Mutual transactions among NBFIs grew by 12.7%,
and those between banks and NBFIs increased
by 8.0%. As a result, the proportions of mutual
transactions within the banking sector of total mutual
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Source : Bank of Korea.

IV. Capital Flows

[Resilience of Financial System]

From January to May 2021, foreigners’
domestic portfolio investment showed a net
inflow of 10.5 billion dollars (-15.5 billion
dollars for stocks and 26.0 billion dollars for
bonds). Foreigners’ stock investment recorded
a net outflow as they sold stocks for a gain
due to rising domestic stock prices. However,
foreigners’ bond investment registered net
inflows on a large scale driven by public funds.
Going forward, foreigners’ domestic portfolio
investment is expected to record continuous
inflows in terms of bond investment. However,
volatility of stock investment flows could expand
depending on changes in market expectations
regarding the Fed’s monetary policy stance.
The increase of residents’ overseas portfolio
investment was led by stocks, on the back of
rising stock prices in advanced economy stock
markets. The amount of rise came to 31.6 billion
dollars (31.3 billion dollars for stocks and 300
million dollars for bonds) between January and
April 2021, representing a sharp year on year
increase.
Changes in foreigners’
domestic portfolio investment1)
Stocks

600

(100 million dollars)

(100 million dollars)

400

900

(100 million dollars)

600

Commercial bank liquidity
coverage ratios (LCRs)1)2)

Total Capital ratio
Tier 1 Capital ratio
Common Equity Tier 1 capital ratio

900
28

28

24

24

600

200
300

0

Commercial bank
total capital ratios

Total
(100 million dollars)

400

200

 Commercial banks’ resilience remained
generally solid, with their capital adequacy and
liquidity ratios exceeding the regulatory standards.
Commercial banks’ total capital ratio and
Common Equity Tier 1 Capital ratio under Basel
III, indicative of their loss absorption capacities,
amounted to 17.65% and 14.85% at the end of
the first quarter of this year, up by 0.50%p and
0.57%p, respectively compared to the end of last
year.
Commercial banks’ liquidity coverage ratio
(LCR), measuring the ability to respond to sudden
net outflows of funds, declined slightly by 0.2%p
from the end of last year to reach 94.9% at the end
of April 2021. The decrease was attributable to a
rise in net cash outflows affected by an increase
in standby money held by corporations and other
financial institutions. When the mitigation of
liquidity regulations is lifted going forward, the
reduction in banks’ lending capacities and the rise
in funding costs are likely to act as risk factors.

Changes in residents’
overseas portfolio investment2)
Bonds

600

I. Financial Institutions

300

Average

20

-200

20

08

13

-400
19 Q1 20 Q2 21 3)

300
800
280

260

260

240

240

200

220

~ 200

~

180

0

0

16

16

-300
08

13

-300
3)
19 Q1 19 Q2 21

180

160

160

140
12

12

-400

300
800
280

220

0

-200

Commercial banks’ liquidity
coverage ratio(LCR)

2021 regulatory standard (10.5%)

8
Q1 16

Q1 18

8
Q1 21

Average

120
100

80

2021 regulatory
standard (100%)

60
Jan.18 Jan.19 Jan.20

140
120
100

85%3)

80

60
Apr.21

Notes : 1) A “+”means net inflow, and a “-”net outflow.
2) A “+”means net investment, and a “-” net withdrawal.
3) Changes in foreigners' domestic portfolio investment is based on
April-May; changes in residents' overseas portfolio is based on April.
Source : Bank of Korea.

Notes : 1) The shaded area indicates the distribution of individual banks,
and the deep shaded area indicates distribution with Internet-only
banks excluded.
2) High-quality liquid assets / Total net cash outflows over next 30
calendar days.
3) 85% for a limited period from April 2020 to September 2021
Source : Commercial banks' business reports.
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 The resilience of NBFIs remained favorable
as well, with their capital adequacy ratio
exceeding the regulatory standards in all sectors.
The net capital ratio of securities companies
moved up by 21.3%p from the end of last year
to reach 719.9% at the end of the first quarter of
2021. Meanwhile, capital adequacy ratios of other
NBFIs fell to some extent. The risk-based capital
ratio (RBC ratio) of life insurance companies
declined by 24.1%p compared to the end of last
year to stand at 273.2%. Mutual savings banks’
equity ratio and credit-specialized financial
companies’ adjusted equity ratio dropped by 0.3%p
from the end of last year to come to 13.9% and
18.6%, respectively. The net capital adequacy ratio
of mutual credit cooperatives also fell by 0.2%p
from the end of last year to reach 8.2%.
We should remain vigilant against the possibility
that the expansion in financial market volatility
and the deterioration in debt servicing capacities
of vulnerable borrowers could undermine NBFIs’
resilience.
NBFI capital adequacy ratios1)2)
25

(%)

Q1 20

Q2 20

Q3 20

Q4 20

Q1 21

(%)

600

15

450

10

300

5

150

Mutual
Life Insurance
Mutual credit Credit - specialized
cos.
cooperatives
financial cos. Savings banks
(LHS)
(LHS)
(RHS)
(LHS)

Securities
cos.
(RHS)

Korea’s external payment capacity stayed generally
favorable.
Official foreign reserves recorded an all-time high
at 456.5 billion dollars, while net external assets fell
modestly year on year (-1.0 billion dollars).
The ratio of external liabilities relative to nominal
GDP rose year on year. As this is due mainly to the
growth in foreigners’ domestic bond investment,
the soundness of our external debt is regarded as
solid overall. The ratio of short-term external debt
to official foreign reserves decreased slightly year
on year from 37.6% to reach 37.1% at the end of the
first quarter of 2021.
Meanwhile, although Korea’s short-term external
debt has been on the rise, it is not judged to be
a concerned situation in terms of external debt
soundness. However, as the external debt could
increase further in the future, it is necessary to carry
out continuous monitoring of related developments.
External debt-to-nominal
GDP ratio1)

0

(100 million dollars)

(%)

3,000

100

4,500

40

2,250

80

3,000

30

1,500

60

1,500

20

750

40

10
Q1 21

0

Q1 07

Q1 12

Q1 17

Note : 1) End-quarter basis.

NongHyup), credit-specialized financial companies' adjusted capital

Source : Bank of Korea.

capital ratio(7%; 8% for banks with total assets of 1 trillion won
or more), insurance companies' risk-based capital ratio(100%),
securities companies' net capital ratio (100%).
2) The dotted lines show the supervisory standards.
Source : Financial institutions' business reports.
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(%)
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2%; 4% for MG community credit cooperatives and 5% for
ratio (7%; 8% for credit card companies), mutual savings banks' BIS

Short-term external debt (LHS)
Short-term external debt /
Official foreign reserves (RHS)
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Notes : 1) Mutual credit cooperatives' net capital ratio (supervisory standard
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II. External Payment Capacity
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III. Financial Market Infrastructures
Despite the prolonged COVID-19 pandemic, the
major payment and settlement systems including
BOK-Wire+ have been operated smoothly, with
settlement risks managed stably amid a steady
increase in the amount of settlement, driven mainly
by securities settlements by financial institutions and
electronic funds transfers by general customers and
companies.
The rate of maximum intraday overdraft cap
utilization and the proportion of payment orders in
queue for settlement, both of which are monitored as
indicators of the settlement liquidity of BOK-Wire+
participants in the nation’s large-value settlement
system, remained generally stable to stand at 20.5%
and 2.9%, respectively, during the first quarter of
2021. The net debit cap utilization rate, showing
settlement risks related to the retail payment systems
operated by Korea Financial Telecommunications
& Clearing Institute, was also favorable at 17.7%.
Meanwhile, the share of settlements handled by
the CLS payment-versus-payment system, which
reduces settlement risk effectively through the
settlement of foreign exchange transactions without
any time lag, maintained a high level of 74.7% in the
first quarter of 2021.

Large-value
payment system
20

40

(%)

Retail payment and foreign
exchange settlement systems
(%)

Proportion of settlement
concentration at around
closing time (LHS)1)
Proportion of payment orders in
queue for settlement (RHS)2)

(%)
Average maximum net debit cap
utilization rate3)

6

Proportion of foreign currency
settlements made using CLS
system (RHS)4)

5
30

(%)

7 30

100
90
80

20

4

70

3

20

2

60

10

10

50

1
0

0
Q1 13

Q1 16

Q1 19 Q1 21

0
Q1 13

Q1 16

40
Q1 19 Q1 21

Notes : 1) Average of daily maximum intraday overdraft cap utilization rates of
participants.
2) Average ratio of the amount of payment orders in queue for settlement /
Total settlement amount of participants. (excluding payment orders in queue
for liquidity savings).
3) Simple average of daily maximum net debit cap utilization rates (unsettled
net debits / net debit caps) of participants during the quarter.
4) Proportions in total CLS eligible FX transactions of those settled through
CLS system, transactions made by domestic banks and foreign bank
branches.
Source : Bank of Korea.
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Trends of Payment and Settlement in the First Half of 2021
Ⅰ. Overview
Ⅱ. Large-value Payment Trends
Ⅲ. Retail Payment Trends
1. Payment Cards
2. Account Transfers
3. Checks and Bills

Ⅰ. Overview
Payment and settlement systems are divided into
the large-value payment system, which processes
funds transfers between financial institutions,
and retail payment systems, which process funds
transfers between individuals and businesses.
In the first half of 2021, the value of large-value
settlements processed through BOK Wire+ amounted
to KRW 479.6 trillion, up 15.8% year-on-year, while
the value of settlements made through retail payment
systems reached KRW 106.0 trillion, up 18.4% yearon-year.
<Table 1> Settlement Values of Large-value and Retail
Payments(daily average)
(KRW trillion, %, YoY)

As for retail payments, the rate of growth of the
value of settlements made through account transfers
rose by 21.8%, while the value of settlements made
through payment cards increased by 8.4%, driven by
credit cards and debit cards. The value of settlements
made through checks and bills rose by 6.6%, due
largely to electronic bills.

Ⅱ. Large-value Payment Trends
Large-value payments executed through BOK
Wire+ are funds transfers between financial
institutions, such as call transactions, securities

2020

2021

settlements, and foreign exchange settlement funds,

First Second
half half

Rate of
First
increase/
half
decrease

large-value funds transfers made by customers, net
settlements between financial institutions associated
with retail payments, and funds transfers between

Large-value payments 414.2 432.7 479.6

(15.8)

Retail payments

89.5

(18.4)

Payment cards

2.5

2.6

2.7

(8.4)

In the first half of 2021, the Korean won funds

17.7

18.8

18.8

(6.6)

transfers processed through BOK Wire+ rose to

69.4

76.2

84.5

(21.8)

a daily average of KRW 479.6 trillion, up 15.8%

1)

Checks and bills
Account transfers

2)

97.6 106.0

Notes : 1) Credit cards(excluding cash advances), check cards, prepaid cards, IC cash
cards, and debit cards
2) Giro System, Electronic Banking System, Interbank Funds Transfer
System, CD and CMS System, Regional Bank Shared System, Debit Card
Shared System, and E-Commerce Shared Network, etc.
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BOK-Wire+ participants and the BOK, such as
payments to and from the Treasury.

year-on-year, driven by the increase in both funds
transfers between BOK Wire+ participants and
between the BOK and BOK Wire+ participants.

<Table 2>

Settlement Values via BOK-Wire+
(daily average)

<Figure 1>

(KRW trillion, %, YoY)

2020

Transfers between
participants
(Call transaction funds)

First
half

Second
half

395.4

414.3

2021
Rate of
First
increase/
half
decrease
456.4

(15.4)

22.4

20.7

19.2

(-14.6)

238.5

233.7

251.5

(5.5)

(Foreign exchange
settlement funds)

15.5

14.2

14.7

(-5.0)

(Customer payments)1)

59.4

66.8

72.5

(21.9)

(Securities settlement
funds)

(Net settlement funds)2)

21.1

23.8

25.0

(18.6)

(Others)

38.5

55.1

73.5

(90.8)

18.7

18.4

23.2

(23.9)

Transfers between
BOK and participants3)
Total

(KRW trillion)

300

432.7

479.6

(15.8)

(KRW trillion)

Stocks
Money market instruments
Mutual Funds, etc1)
Inter-institutional repos
Bonds

250

300
250

200

200

150

150

100

100
50

50
0

2018. 1H

2019. 1H

2020. 1H

2021. 1H

0

Note : 1) Collective investment securities under the Financial Investment Services
and Capital Markets Act
Source : Bank of Korea

<Figure 2>

25

414.2

Securities Settlement Funds
Transferred through BOK-Wire+
(daily average)

Foreign Exchange Settlement Funds
Transferred through BOK-Wire+1)
(daily average)

(KRW trillion)

(KRW trillion)

CLS system

25

Non-PvP funds transfers

20

20

15

15

10

10

5

5

Notes : 1) Large-value transfers made by individuals and companies to beneficiaries
via BOK-Wire+, including linked settlements.
2) Values of funds for which settlements between participants of retail payment
systems are carried out on a deferred net settelement(DNS).
3) Including payments on government and public bond transactions, payments
to and from the Treasury, BOK loans, etc.
Source : Bank of Korea

By type of funds transfer, call transaction funds
transfers decreased by 14.6% year-on-year, as a result of
the favorable liquidity conditions of financial institutions
and termination of a measure1 to relax regulations on
the call market in the second half of 2020.
Funds transfers for securities settlement
transactions rose by 5.5% year-on-year, driven by
the growth of stock transactions and electronic
short-term bonds.
Foreign exchange funds transfers 2 made via the
CLS System fell by 9.8%, and non-PvP foreign
exchange funds transfers made through the Interbank
Correspondent Banking Network decreased by
3.7%. As a result, foreign exchange funds transfers
decreased by 5.0% year-on-year.

0

0
2018. 1H

2019. 1H

2020. 1H

2021. 1H

Note : 1) CLS System(net basis) and non-PvP funds transfers(gross basis)
Source : Bank of Korea

Transfers of net settlement funds increased by
18.6% year-on-year as account transfers made
through the Interbank Shared Networks, such
as Internet banking (including mobile banking),
rose significantly.
Meanwhile, the daily average value of funds
transferred between the BOK and BOK-Wire+
participants, including government and public bond
transactions, Treasury funds transfers, and loans
from the BOK, rose to KRW 23.2 trillion, up 23.9%
year-on-year, due to the increase in new loans
associated with a rise3 in the ceiling of the Bank

1 To relieve uneasiness in the short-term money market due to COVID-19, the financial authorities temporarily increased the call money borrowing limit of securities
companies in March 2020 (15% of capital → 30%), and reduced it back to 25% in May, 20% in June, and 15% in August 2020. The call loan limit of asset management
companies was also raised (2% of collective investment assets → 4%), and this limit was normalized gradually to 3.5% in May, 3% in June, and 2% in August 2020.
2 This refers to Korean won funds transfers for foreign exchange settlements conducted through BOK Wire+. The CLS System processes the payments for the
currencies sold and the receipts for the currencies bought on a PvP basis based on connections between the payment system of CLS Bank International and the
payment systems of the central banks issuing the currencies concerned with no time gap between the countries.
3 In 2020, the BOK raised the ceiling of the Bank Intermediated Lending Support Facility three times, totaling KRW 18 trillion (KRW 25 trillion → KRW 43 trillion),
and has since maintained the level.
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Intermediated Lending Support Facility as well as
the expansion of the issuance of Treasury bonds and
increase in national tax revenue.4
<Figure 3>

30

Net Settlement Funds Transferred
through BOK-Wire+
(daily average)

(KRW trillion)

(KRW trillion)

Check Clearing System
Giro System
Interbank Shared Networks

25

25
20

15

15

10

10

5

5

0

0
2019.1H

2020.1H

Retail payment refers to settlements of relatively
small amounts made through payment instruments
such as payment cards, checks and bills, and
account transfers for individuals and businesses.

30

20

2018.1H

Ⅲ. Retail Payment Trends

1. Payment Cards
In the first half of 2021, the daily average value of
payments made using payment cards amounted to
KRW 2.7 trillion, rising 8.4% year-on-year.
Value of Payment Card Transactions1)
(daily average)

<Table 3>

2021.1H

(KRW billion, %, YoY)
Source : Bank of Korea

<Figure 4>

25

(KRW trillion)

20

2021

2020

Funds Transfers between the BOK and
BOK-Wire+ Participants
(daily average)
BOK loans
Treasury funds transfers1)
Government and public bond transactions2)

(KRW trillion)

25
20

First
half

Second
half

First
half

Rate of
increase/
decrease

Credit cards2)3)

1,908

2,012

2,102

(10.2)

Individuals

1,504

1,569

1,637

(8.9)

Corporate

404

443

465

(15.2)

15

15

Check cards

532

549

561

(5.4)

10

10

Prepaid cards

25.0

9.0

8.3

(-66.8)

5

5

Others4)

2.3

2.2

2.7

(13.8)

0

0

2,467

2,572

2,674

(8.4)

2018. 1H

2019. 1H

2020. 1H

2021. 1H

Notes : 1) Including transactions with participants using BOK-Wire+ (investment and
redemption of surplus funds, payment of national tax, etc.)
2) Issuance and redemption of Government bonds and Monetary Stabilization
Bonds, sales and purchases of repos, etc.
Source : Bank of Korea

3)

Total

Notes : 1) Based on amounts settled, excluding transactions that were cancelled
after being approved
2) Excluding cash advances
3) Including overseas use of cards
4) IC Cash cards and debit cards
Source : Credit card companies, banks operating credit card businesses, financial
investment companies, and KFTC

The use of credit cards (+10.2% year-on-year) and
debit cards (+5.4%) by individuals rose, thanks to
the accelerating recovery of private consumption in
the first half of 2021, while the use of prepaid cards
decreased by 66.8% year-on-year, attributable to the
base effect of the sharp increase5 in the use of prepaid
cards in the first half of 2020 driven by the use of such
cards to receive the government’s emergency relief
funds (KRW 14.3 trillion) in May 2020.

4 National tax revenue in the first half of 2021 amounted to KRW 181.7 trillion, up KRW 48.8 trillion year-on-year, mostly in corporate tax and transfer income tax.
5 Daily average use of prepaid cards jumped from KRW 2.5 billion in 2019 to KRW 25 billion in the first half of 2020.
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<Table 4>

Value of Payment Card1) Transactions2)
by Payment Type (daily average)

<Table 5>

Value of Credit Card Transactions by Region1)
(daily average)

(KRW billion, %, YoY)

2020
2021 First
First half
half
Device-present
payments
Device-notpresent payments
Total

(KRW billion, %, YoY)

Rate of
increase/
decrease

1,373

1,411

(2.8)

801

988

(23.4)

2,174

2,400

(10.4)

Notes : 1) Credit cards and check cards

2021

2020
First
half

Second
half

First
half

Rate of
increase/
decrease

1,087

1,156

1,217

(12.0)

Daegu·Gyeongbuk

64

68

69

(8.5)

Busan·Gyeongnam

113

114

116

(2.3)

Daejeon·Chungnam

62

61

62

(-1.0)

Jeju

13

15

16

(19.0)

119

118

119

(-0.2)

Seoul Metropolitan
Area

2) Based on payments made by Individuals and Corporations
(domestic merchants) (Provisional)
Sources : Credit card companies, banks operating credit card businesses

<Figure 5>

Rate of Increase/decrease1) of Credit Card
Transactions by Consumption Type2)

Others

Note : 1) Based on value of credit card payments made by individuals
(domestic merchants)

30

Sources : Credit card companies, banks operating credit card businesses

23.0
20
8.5
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5.4

4.6

0

-0.8

-10
-20

-8.9

ECommerce

Travel

Recreation/ Motor
Culture
Vehicles

Food

Furniture
etc.

Notes : 1) Based on value of credit card payments made by individuals
(domestic merchants)
2) Based on the first half of 2021
Sources : Credit card companies, banks operating credit card businesses,
financial investment companies

By region, in all regions except Daejeon and
Chungnam (-1.0%), the use of credit cards rose yearon-year. In particular, Jeju (+19.0%) experienced
remarkable growth thanks to the increase in travel
demand.

Trends of Payment and Settlement in the First Half of 2021 53

2. Account Transfers

3. Checks and Bills

In the first half of 2021, the daily average value
of account transfers rose by 21.8% year-on-year to
KRW 84.5 trillion. This is largely attributed to the
significant growth (+22.8%) of funds transfers made
via the Electronic Banking System such as Internet
banking (including mobile banking) due to the
preference for contactless payments and inflow6 of
stock investment funds.
<Table 6>

Value of Settlements Made via Account
Transfers (daily average)
(KRW trillion, %, YoY)

2021

2020

Credit Transfers1)
Electronic Banking
System2)
(Internet banking)3)
(Firm banking)4)
Others5)

In the first half of 2021, the daily average value
of checks and bills cleared was KRW 18.8 trillion,
rising by 6.6% year-on-year.
<Table 7>

Value of Checks and Bills Cleared (daily average)
(KRW billion, %, YoY)

2021

2020

Rate of
First
increase/
half
decrease

First
half

Second
half

1,408

1,270

1,297

(-7.9)

102

100

100

(-2.2)

(unit of KRW
100,000)

17

17

16

(-7.2)

(unit of KRW
1,000,000)

85

83

84

(-1.2)

1,306

1,170

1,197

(-8.3)

13,693 14,546

14,707

(7.4)

Cashiers’ checks
Preset value

First Second
half
half

First
half

Rate of
increase/
decrease

68.3

75.2

83.1

(21.7)

Promissory
notes and others

62.0

68.5

76.1

(22.8)

2,670

2,388

2,319

(-13.1)

27.7

31.6

36.3

(31.2)

(Promissory
notes)

24.8

26.4

28.9

(16.7)

(Current account
checks)

9,471

9,001

9,002

(-5.0)

6.4

6.6

7.0

(10.6)

(Electronic bills)1)

1,467

3,079

3,291

(124.3)

2,561

2,972

2,817

(10.0)

17,662 18,788

18,821

(6.6)

Debit Transfers6)

1.0

1.1

1.4

(32.0)

Total

69.4

76.2

84.5

(21.8)

Notes : 1) Excluding account transfers processed via BOK-Wire+, Including Open
Banking Credit Transfer
2) Based on funds transferred to other banks
3) Including transactions made via mobile devices
4) Corporate financial transactions system provided by financial institutions
5) Intrabank Funds Transfer System, etc.
6) Including Giro Direct Debit, CMS Debit Transfer, Open Banking Debit Transfer
Source : KFTC

Non-preset value

Other instruments

2)

Total

Notes : 1) Excluding electronic bills pledged as collateral for the BOK's Bank
Intermediated Lending Support Facility
2) Including postal money orders, receipts of principal and interest payments
on securities, etc.
Source : KFTC

The value of cashier’s checks cleared declined
by 7.9% year-on-year, owing to the growing use of
KRW 50,000-denominated banknotes. On the other
hand, the value of electronic bills cleared soared
significantly by 124.3% year-on-year, as securities
companies issued electronic bills to raise short-term
funds, using the massive inflow of margin deposits
for subscriptions to IPO shares.

6 In the first half of 2021, the daily average balance of retail investors’ deposits amounted to KRW 66.2 trillion, up 72.7% year-on-year.
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Summary of the Korean National Balance Sheet for 2020
(preliminary)
Ⅰ. Net worth of the total economy in 2020
Ⅱ. Main features of the NBS in 2020
1. Net worth of the total economy compared to nominal GDP
2. Factors of changes in national total assets and major characteristics of net assets
by component
3. Net worth of households and NPISHs
4. Share of non-financial assets by item
5. Rate of growth of capital services volume
Ⅰ. Net worth of the total economy in
2020
At the end of 2020, the net worth of the total
Korean economy1 increased by KRW 1,093.9 trillion
(+6.6%) over the previous year, reaching KRW
17,722.2 trillion.
The value of non-financial assets totaled KRW
17,215.2 trillion, and the value of net financial
assets,2 which is calculated by subtracting financial
debts (KRW 18,666.9 trillion) from financial assets
<Table 1>

(KRW 19,174.0 trillion), amounted to KRW 507.1
trillion. Of non-financial assets, the value of land
was KRW 9,679.4 trillion, showing an increase of
KRW 917.0 trillion (+10.5%) from the previous year,
while the value of fixed assets reached KRW 7,053.6
trillion, up KRW 258.4 trillion (+3.8%).
The increase in the net worth of the total economy
in 2020 is comprised of KRW 297.7 trillion (27.2%
of the total increase) from transactions such as the
net acquisition of assets and KRW 796.2 trillion
(72.8%) due to factors other than transactions.3

Amounts of and Changes in National Net Worth
(KRW trillion, %)

Increase

Rate of
increase

Increase

Rate of
increase

16,628.3

1,045.4

6.7

17,722.2

1,093.9

6.6

15,095.2

16,028.9

933.6

6.2

17,215.2

1,186.3

7.4

Fixed assets

6,420.7

6,795.2

374.5

5.8

7,053.6

258.4

3.8

Inventories

397.3

418.9

21.6

5.4

431.0

12.1

2.9

8,225.6

8,762.5

536.9

6.5

9,679.4

917.0

10.5

Mineral and energy resources

26.3

27.0

0.7

2.5

25.9

-1.1

-4.0

Standing timber assets

25.3

25.3

0.0

-0.1

25.2

-0.1

-0.5

487.7

599.5

111.8

22.9

507.1

-92.4

-15.4

Financial assets

15,951.2

17,235.1

1,283.9

8.0

19,174.0

1,938.9

11.2

Financial liabilities

15,463.5

16,635.6

1,172.1

7.6

18,666.9

2,031.3

12.2

National net worth
Non-financial assets

2018

2019p

15,582.9

Land

Net financial assets

2020p

Note : Amounts and rates of increase are on a year-on-year basis.
1 National net worth refers to the level of wealth accumulated by the Korean economy, also referred to as “national wealth,” which is the sum of the value of all
non-financial assets (or real assets) and net financial assets on the Korean National Balance Sheets. The Korean National Balance Sheets, which show the national
net worth, have been published annually since 2014.
2 Net financial assets correspond to Korea’s net international investment position of USD 466.1 billion (converted into Korean won).
3 These include (i) “other variations of asset volume” due to unexpected non-economic factors, such as land reclamations, natural disasters and discoveries of
mineral and energy reserves, and (ii) “nominal holding gains and losses”, which represent variation in the value of net assets due to asset price changes.
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<Table 2>

Factors Causing Changes in National Net Worth
(KRW trillion, %)

2017
Changes in net worth

788.3

Changes due to transactions

2018

(100.0) 1,268.9

2019p

(100.0)

1,045.4

2020p

(100.0) 1,093.9

(100.0)

356.3

(45.2)

322.4

(25.4)

283.3

(27.1)

297.7

(27.2)

Net acquisition of non-financial assets

251.6

(31.9)

236.3

(18.6)

221.5

(21.2)

213.8

(19.5)

Net acquisition of financial assets

104.8

(13.3)

86.1

(6.8)

61.7

(5.9)

83.9

(7.7)

431.9

(54.8)

946.5

(74.6)

762.1

(72.9)

796.2

(72.8)

Other changes in volume of assets

98.6

(12.5)

110.1

(8.7)

115.4

(11.0)

72.1

(6.6)

Nominal holding gains and losses

497.5

(63.1)

715.2

(56.4)

596.7

(57.1)

900.4

(82.3)

Changes in financial assets due to
factors other than transactions

-164.2

(-20.8)

121.2

(9.5)

50.0

(4.8)

-176.3

(-16.1)

Changes due to factors other than
transactions

Note : Figures in ( ) indicate the percent of factors pertaining to the increase/decrease in net worth.

As of the end of 2020, by institutional sector, the
net worth of households and non-profit institutions
serving households (NPISHs) (KRW 10,423.0 trillion)
accounted for the largest share (58.8%) of the entire
economy, followed by the net worth of general
government (KRW 4,638.1 trillion, 26.2%), nonfinancial corporations (KRW 2,243.2 trillion, 12.7%),
and financial corporations (KRW 417.9 trillion, 2.4%).
In 2020, the net worth of households & NPISHs,
general government, and financial corporations
rose, owing to the increase in both non-financial
and financial assets. The net worth of non-financial
corporations decreased because of the decline of net

financial assets.
As of the end of 2019, fixed assets held by the
services sector4 (KRW 4,942.7 trillion) accounted
for the largest share (72.7%) of total fixed assets
by type of economic activity, followed by the fixed
assets of mining and manufacturing (KRW 1,381.5
trillion, 20.3%); electricity, gas, and water supply
(KRW 342.8 trillion, 5.0%); agriculture, forestry, and
fishery (KRW 72.5 trillion, 1.1%); and construction
(KRW 55.8 trillion, 0.8%). In 2019, the fixed assets
held by the services sector grew by 6.1%; mining and
manufacturing, by 5.7%; construction, by 4.9%; and
electricity, gas, and water supply, by 3.9%.

<Figure 1>

<Figure 2>

Net Worth by Institutional Sector
as of the End of 2020

1,500
1,200

Changes in Net Worth by Institutional
Sector in 2020

(KRW trillion)

Changes in net worth
Changes in non-financial assets
Changes in net financial assets

General government
(KRW 4,638.1 trillion, 26.2%)

1,110.0

900

Households & NPISHs
(KRW 10,423.0 trillion, 58.8%)

Financial corporations
(KRW 417.9 trillion, 2.4%)
Non-financial corporations
(KRW 2,243.2 trillion, 12.7%)

727.4

600

382.6

300

255.7

243.0
49.8 12.6

0
-300
-600

37.1

190.6
52.4

-308.8
-564.5

Non-financial
corporations

Financial
corporations

General
government

Households
& NPISHs

4 Services include the real estate rental sector (residential and non-residential buildings, etc.), which holds large assets, as well as public administration and
national defense (assets held by the government).

56 QUARTERLY BULLETIN / September 2021

<Table 3>

Fixed Assets by Economic Activity
(KRW trillion, %)

2017
Total economy

Mining and manufacturing

(100.0)

6,420.7

(100.0)

7.4

6,795.2

(100.0)

5.8

68.2

(1.1)

70.0

(1.1)

2.6

72.5

(1.1)

3.6

1,210.3

(20.2)

1,307.1

(20.4)

8.0

1,381.5

(20.3)

5.7

314.1

(5.3)

330.0

(5.1)

5.0

342.8

(5.0)

3.9

50.0

(0.8)

53.2

(0.8)

6.4

55.8

(0.8)

4.9

4,334.5

(72.5)

4,660.5

(72.6)

7.5

4,942.7

(72.7)

6.1

Construction
Services

Rate of
increase1)

2019p

5,977.0

Agriculture, forestry, and
fishing
Electricity, gas, and water
supply

Rate of
increase1)

2018

Notes : 1) Rates of increase are on a year-on-year basis.
2) Figures in ( ) indicate the proportion (%) of the total fixed assets held by each industry.

of land, rose by 45.3%p, while that of produced
assets, comprising fixed assets (construction assets,
facilities assets, and intellectual property products)
and inventories, rose by 12.3%p. The share of net
financial assets declined by 4.9%p.

II. Main features of the NBS in 2020
1. Net worth of the total economy
compared to nominal GDP

National Net Worth to GDP Ratio1)

<Figure 3>

As of the end of 2020, the net worth of the total
Korean economy rose to KRW 17,722.2 trillion, or
9.2 times the nominal GDP (KRW 1,933.2 trillion),
which is up from 8.6 times the nominal GDP
recorded a year earlier. This is attributed largely to
the increase in non-produced assets such as land
despite the slight decrease in net external financial
assets.5
In terms of change in share of GDP by asset, the
share of non-produced assets, consisting mostly

<Table 4>

12

(Ratio to GDP, times)

Non-financial assets

Net financial assets

National net worth

10
8
6

6.3 6.6
5.8 5.7 5.8 6.1

7.6 7.7 7.5 7.6 7.6 7.5 7.7 7.7 7.8 7.8
7.1 7.5

8.2

8.6

9.2

4
2
0
-2
2000

2004

2008

2012

2016

2020

Note : 1) Net financial assets from 2000 to 2007 refers to the net international
investment position indicated on the International Investment Position,
which is converted into Korean won.

Changes in National Net Worth to GDP Ratios by Sub-categories
(%, %p)

2016

2017

2018

2019p

National net worth

777.0

779.8

820.9

864.0

43.1

916.8

52.7

Non-financial assets

757.5

764.5

795.2

832.9

37.6

890.5

57.6

Produced assets

344.1

345.6

359.2

374.9

15.7

387.2

12.3

Non-produced assets

413.4

418.9

436.1

458.0

22.0

503.3

45.3

19.5

15.3

25.7

31.1

5.5

26.2

-4.9

Net financial assets

Increase (%p)

2020p

Increase (%p)

5 Korea’s net international investment position (external financial assets minus external financial liabilities) decreased by USD 51.7 billion compared to the previous
year, due to an increase in external financial liabilities associated with the rise of stock market prices in Korea despite an increase in external financial assets
related to an expansion of overseas direct investment and securities investment. (USD 436.2 billion(2018) → USD 517.8 billion(2019) → USD 466.1 billion(2020).
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As of the end of 2020, the value of land, which
accounted for over half (54.6%) of the net worth of the
total economy, was 500.7% of the GDP, having risen
at an accelerating rate since 2014. This is attributable
to the 10.5% increase6 in the value of land against the
0.4% increase in the nominal GDP in 2020.
<Figure 4>
600

10,000

Changes in Land Assets

(KRW trillion)

9,000

Seoul metropolitan area
other areas

8,000
7,000

42.8

6,000
5,000 38.3

38.4

39.3

40.1

41.1

42.2

58.9

57.8

43.4

43.1

42.8

4,000

Land to GDP Ratio

3,000
2,000

(%)

61.7

61.6

60.7

59.9

57.2

56.9

56.6

57.2

1,000

500

500.7
455.3

437.6

402.3

400

0

2010

2012

2014

2016

2018

2019

Note : Data labels are ratios of land assets(%)

291.0

300

<Figure 6>

<Figure 7>

Rate of Increase in Land Assets

200

30
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(%)

Total

25
0
2000
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2020

Seoul metropolitan area

20

other areas

15

<Figure 5>

Amount of and Changes in Land

Seoul metropolitan area
7.1%

10
5

12,000

(KRW trillion)

(%)

Amount of land(left)

40

5.8%
other areas

0
-5

Changes in Land(right)
10,000

30

8,000

20

-10
-15

1996

2000
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2008

2012

2016

2019

10.5

6,000

10

4,000

0

2,000

-10

-20

0
1996

2000

2004

2008

2012

2016

2020

Meanwhile, the Seoul metropolitan area’s share of
land assets continued to rise in 2019, maintaining the
trend of 2018. In 2019, the growth rate of land assets
in the Seoul metropolitan area was 7.1%, outpacing
the 5.8% increase in land assets recorded in the
non-Seoul metropolitan area. As a result, the Seoul
metropolitan area’s share of total land assets climbed
from 56.9% in 2018 to 57.2% in 2019.

2. Factors of changes in national total assets
and major characteristics of net assets by
component
In 2020, national total assets7 increased by KRW
3,125.2 trillion year-on-year, showing an accelerating
rise (+7.1% in 2019 → +9.4% in 2020).
This is attributed to the increase in the net
acquisition8 of financial assets (+KRW 973.4 trillion
in 2019 → +KRW 1,448.8 trillion in 2020) and
increase in financial and non-financial assets due to
factors other than transactions9 (+KRW 310.5 trillion
→ +KRW 490.1 trillion and +KRW 712.1 trillion
→+KRW 972.5 trillion).
The price of non-financial assets10 rose at a faster
pace (+3.9% in 2019 → +5.4% in 2020). While
the increase in the price of produced assets slowed

6 In terms of land type, land underlying dwellings and land underlying other buildings showed relatively higher growth. (increasing by 17.3% and 8.3% each
compared to the previous year)
7 Prices were calculated by adding non-financial assets and financial assets from national balance sheets.
8 Changes in total financial assets (not subtracting financial liabilities), which means lending in financial accounts.
9 Changes in financial assets due to “other than transactions” are financial asset gains/losses deducting net acquisition of financial assets, and changes in
non-financial assets are the sum of other changes in the volume of assets and nominal holding gains/losses.
10 The price of non-financial assets was calculated by dividing the nominal price of non-financial assets by the chain-weighted real price of assets.
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(+2.5% in 2019 → +0.7% in 2020), the rate of
increase in non-produced assets climbed (+5.1% in
2019 → +9.3% in 2020).

<Figure 9> Changes in Factors of Non-financial net worth
2,500

(KRW trillion, Increase in assets(+), Increase in liability(-)
Non-financial assets

2,000
1,500

<Figure 8> Factors Causing Changes(left) and
Rate of Increase(right) in Total Assets
4,000

(KRW trillion)

(%)

Changes in financial assets due to other
than transactions
Net acquisition of financial assets
Changes in non-finanacial assets due to
other than transactions
Net acquisition of non-financial assets
Rate of increase of total amount of assets

3,000

9.4
490.1

7.1

310.5
1,448.8

1,000
712.1

972.5

221.5 213.8

0

<Table 5>

2013

+7.4%

500

10

+6.2%

0
+6.0%

8

-500
+14.8%

6

-1,500
2009

2016

2019 2020

4

<Table 6>

2

2012

2015

2018

2020

Financial Interrelation Ratio
(Financial Assets/National Net Worth)
(KRW trillion, %)

0

Rate of Increase in Prices of
non-financial Assets
(%)

Financial
interrelation
ratio

2008

2017

2018

2019p

2020p

92.1

106.5

102.4

103.6

108.2

10.2

4.1

0.6

5.0

3.9

5.4

Financial
8,115.9 15,237.5 15,951.2 17,235.1 19,174.0
assets
National net
8,816.3 14,314.0 15,582.9 16,628.3 17,722.2
worth

7.2

6.6

0.3

3.5

2.5

0.7

3. Net worth of households and NPISHs

12.4

2.3

0.8

6.3

5.1

9.3

2007 2008 2013 2018 2019p 2020p
Non-financial
assets
Produced
assets
Non-produced
assets

+6.6%

Net worth

1,000

973.4

2010

Financial liabilities

-1,000

2,000

-1,000

YoY
+12.6%

Financial assets

Regarding the components of net assets, in all
institutional sectors excluding financial corporations
(non-financial corporations, households and NPISHs,
and general government), financial assets (+6.6%
in 2019 → +12.6% in 2020) and financial liabilities
(+6.0% in 2019 → +14.8% in 2020) rose at a faster
rate than non-financial assets (+6.2% in 2019 →
+7.4% in 2020).
As a result, the financial interrelation ratio, 11
which shows the level of interaction between the
real economy and financial sector, at the end of 2020
stood at 108.2%, reaching the highest level since
2008.

In 2020, net assets held by households and NPISHs
increased by KRW 1,110.0 trillion (+11.9%). This
is attributed to a sharp increase in non-financial
assets (+KRW 438.8 trillion in 2019 → +KRW
727.4 trillion in 2020) and financial assets (+KRW
246.9 trillion in 2019 → +KRW 555.2 trillion in
2020) despite the faster growth of financial liabilities
(+KRW 88.9 trillion in 2019 → +KRW172.6 trillion
in 2020).

11 The ratio was calculated by dividing national net worth by financial assets, which shows the sophistication of the financial structure of the economic system
and any accumulation of financial imbalances considering conditions in the real economy.
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<Figure 10> Changes in Assets and Liabilities of
Households & NPISHs
1,600

(KRW trillion)

Financial liabilities

Increase in assets

Housing

1,282.6

1,200

Other non-financial assets1)
185.5

800

400

685.6

Financial
assets
264.0 +555.2

Equity and Investment Fund
Shares
Currency and Deposits

128.2
47.5

Non-financial
assets
Increase in financial liabilities
+727.4

324.6

88.9
2019

<Figure 11>

Other financial assets 2)

616.1

0

purchasing power parity (KRW/USD = 861.82 in
2020) and USD 0.434 million in terms of the market
exchange rate (KRW/USD = 1,180.28 in 2020),
both of which were lower than those of advanced
countries.

2020

2019

1000

(USD 1,000, based on PPP exchange rate)

917
784

800

172.6
2020

Net Worth of Households
& NPISHs per Household1)2)3)

606

600

2) Insurance and pension reserves, etc.

500

400

Non-financial assets increased, driven by housing
assets (+KRW 324.6 trillion in 2019 → + KRW
616.1 trillion in 2020), whereas financial assets grew
at a faster pace than in the previous year, driven
by the increase in equity securities and investment
securities (KRW+47.5 trillion in 2019 → +KRW
264.0 trillion in 2020) and increase in cash and
deposits (+KRW 128.2 trillion in 2019 → +KRW
185.5 trillion in 2020).
At the end of 2020, the net assets held by
households and NPISHs consisted of housing assets
(KRW 5,344.0 trillion, 51.3%), real estate excluding
housing assets (KRW 2,419.6 trillion, 23.2%), and
net financial assets (KRW 2,485.0 trillion, 23.8%).
<Table 7>

594

572

Note : 1) Facilities assets, inventories, standing timber assets, etc.

200

0

United
States
1000

Australia

Canada

France

Japan

468

476

France

Japan

South
Korea

(USD 1,000, based on market exchange rate)

917
803

800

600

554
434

400

200

0

United
States

Australia

Canada

South
Korea

Note : 1) As of 2019(as of 2020 for Korea).
2) Based on OECD Exchange Rate.
3) Non-financial assets can be different depending on each country‘s
coverage of assets and methods of estimating.

Households & NPISHs Net Worth

Source : OECD, BEA

(KRW trillion, %)

2018

2019

2020p

Ratios(%)

Net Financial Assets

1,944.4

2,102.4

2,485.0

23.8%

Housing

4,403.4

4,728.0

5,344.0

51.3%

Buildings and land
other than housing

2,207.6

2,314.7

2,419.6

23.2%

160.8

167.9

174.4

1.7%

8,716.3

9,313.0

Other1)
Total Net Worth

p

10,423.0 100.0%

Note : 1) Facilities assets, inventories, standing timber assets, etc.

As of the end of 2020, the net worth per household
held by households and NPISHs was estimated
at KRW 512.20 million. 12 Korea’s net worth per
household was USD 0.594 million in terms of

4. Share of non-financial assets by item
In 2020, the share of real estate such as land
and buildings (2019: 76.1% → 2020: 77.0%) and
intellectual property products (2019: 3.2% → 2020:
3.3%) out of non-financial assets showed growth
compared to the previous year, but the share of
produced assets (excluding buildings) decreased
(2019: 23.6% → 2020: 22.7%).
The shares of real estate and intellectual property
products continued to rise dramatically (+8.4%),
owing to increases in land prices and continued R&D
investment, respectively.

12 Net worth per household was calculated by dividing the net worth of households & NPISHs (KRW 10,423 trillion) in 2020 by the estimated number of
households(20.35 million).
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5. Rate of growth of capital services volume
In 2020, the rate of increase in capital services
volume 13 was 3.6%, a level equal to that of the
previous year, showing stabilization of the downward
trend shown since 2017. This is attributable mainly
to the expansion of investment in facilities assets,
which have a relatively greater impact on the capital
services volume calculation due to their shorter
useful life and higher depreciation rate.

13 Capital services refer to the flow of productive services provided by fixed asset that is employed in production. Generally, capital services mean the volume of
capital services, measured by capital input.

Summary of Korean National Balance Sheet for 2020 61

62 QUARTERLY BULLETIN / September 2021

Appendices

Appendices 63

Economic Outlook (August 2021)
Summary

Korea’s real GDP is projected to grow by 4.0 percent in 2021 and 3.0 percent in 2022.
The Korean economy is forecast to continue its solid recovery trend thanks to the expansion of
vaccinations and strong exports, although it will be affected by then resurgence of COVID-19
for some time.
Private consumption has recovered at a slower pace due to the resurgence of COVID-19
and strengthening of social-distancing rules, but it is expected to gradually improve due to
the expansion of vaccinations and the effect of supplementary budget execution. Facilities
investment is expected to continue its solid trend due to the global economic recovery.
Construction investment will gradually recover around building construction thanks to the
substantial amount of construction starts and buoyant housing demand. Goods exports are
expected to show a favorable trend thanks to the recovery of major economies and solid
demands in the IT sectors.
CPI inflation is forecast to rise to 2.1 percent in 2021 and record 1.5 percent in 2022, as
agricultural & livestock products and global oil prices have continued to rise, and the demandside inflation pressure has also gradually increased.
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Monetary Policy Decision
Monetary Policy in July 15, 2021
The Monetary Policy Board of the Bank of Korea
decided today to leave the Base Rate unchanged
at 0.50% for the intermeeting period.
Currently available information suggests
that the recovery of the global economy
has strengthened, supported by accelerated
vaccinations and the relaxation of restrictions
on economic activity in major countries. In
global financial markets, stock prices have
continued to rise, reflecting the economic
recovery. The US dollar has strengthened,
while long-term government bond yields have
declined considerably due mainly to the spread
of COVID-19 variants. Looking ahead, the
Board sees global economic growth and global
financial markets as likely to be affected largely
by the severity of the resurgence of COVID-19
and the status of vaccine distribution, as well as
by national policy responses and their effects.
The Korean economy has continued its sound
recovery. Exports and facilities investment
have sustained their buoyancy and private
consumption has shown improvement. Labor
market conditions have continued to improve,
with the year-on-year increase in the number
of persons employed remaining high. Going
forward, exports and investment will sustain
their buoyancy, while private consumption is
forecast to temporarily weaken affected by the
coronavirus resurgence but then return to the
path of recovery supported by the execution of
a supplementary budget. GDP growth this year
is projected to be around 4%, consistent with
the forecast in May.

prices from the CPI) has run at the lower-1%
level. The inflation expectations of the general
public have risen slightly to the lower-to mid2% range. Looking ahead, it is forecast that
consumer price inflation will continue to run
in the lower- to mid-2% range for some time,
exceeding the path projected in May. Core
inflation is forecast to increase gradually to the
mid-1% range.
In domestic financial markets, stock prices and
the Korean won to US dollar exchange rate have
risen, mainly driven by global financial market
movements. The 3-year Korean Treasury bond
yield has risen considerably, while the 10year yield has fallen. Household loan growth
has remained high, showing a record level
on a first-half basis, and housing prices have
continued to increase rapidly in all parts of the
country.
The Board will continue to conduct monetary
policy in order to sustain the recovery of
economic growth and stabilize consumer price
inflation at the target level over a mediumterm horizon, while paying attention to
financial stability. The Board will maintain an
accommodative stance of monetary policy as
there remain uncertainties posed by the virus,
although the Korean economy is expected to
continue its recovery and inflation to remain
at a high level for some time. In this process
the Board will judge whether it is appropriate
to adjust the degree of accommodation while
thoroughly assessing developments related to
COVID-19, changes in the pace of growth and
inflation, and the risk of a buildup of financial
imbalances.

Consumer price inflation has remained high
at the mid-2% level due to the rising prices
of petroleum products and agricultural,
livestock, and fisheries products as well as the
accelerating increase in service prices. Core
inflation (excluding changes in food and energy
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Monetary Policy in August 26, 2021
The Monetary Policy Board of the Bank of Korea
decided today to raise the Base Rate by 25 basis
points, from 0.50% to 0.75%.
Currently available information suggests that
the global economy has continued to recover,
supported by accelerated vaccinations and the
relaxation of restrictions on economic activity
in major countries. In global financial markets,
government bond yields in major countries
have declined affected by the resurgence of
COVID-19. The US dollar has strengthened and
stock prices in emerging economies have fallen,
due mainly to the possibility that the US Federal
Reserve would start tapering its asset purchases
within the year. Looking ahead, the Board sees
global economic growth and global financial
markets as likely to be affected largely by the
severity of the resurgence of COVID-19 and
the status of vaccine distribution, as well as by
monetary policy changes in major countries and
their effects.
The Korean economy has continued its sound
recovery. Although private consumption has
somewhat slowed due to the coronavirus
resurgence, exports have sustained their
buoyancy and facilities investment has shown
a robust trend. Labor market conditions have
continued to improve, with a sustained yearon-year increase in the number of persons
employed. Going forward, the economy is
likely to continue its recovery as private
consumption is forecast to improve gradually,
affected by the expansion of vaccinations and
the execution of a supplementary budget,
while exports and investment are expected to
sustain their buoyancy. GDP growth this year
is projected to be around 4%, consistent with
the forecast in May.
Consumer price inflation has remained high
at the mid-2% level due to the rising prices of
petroleum products and agricultural, livestock,
and fisheries products as well as the accelerating
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increase in service prices. Core inflation
(excluding changes in food and energy prices
from the CPI) has run at the lower-1% level.
The inflation expectations of the general public
have risen to the mid-2% level. It is forecast
that consumer price inflation will increase to
the lower-2% level this year, exceeding the May
forecast of 1.8%. Core inflation is forecast to run
at the lower-1% level.
In domestic financial markets, stock prices
have fallen and the Korean won to US dollar
exchange rate has risen considerably, mainly
driven by global financial market movements
and the domestic resurgence of COVID-19. The
Korean Treasury bond yield, in particular the
long-term bond yield, has declined. Household
loan growth has accelerated and housing prices
have continued to increase rapidly in all parts of
the country.
The Board will continue to conduct monetary
policy in order to sustain the recovery of
economic growth and stabilize consumer price
inflation at the target level over a medium-term
horizon, while paying attention to financial
stability. The Board will gradually adjust the
degree of monetary policy accommodation as
the Korean economy is expected to continue its
sound growth and inflation to run above 2%
for some time, despite ongoing uncertainties
over the virus. In this process the Board will
judge when to further adjust the degree of
accommodation while thoroughly assessing
developments related to COVID-19, changes in
the pace of growth and inflation, the risk of a
buildup of financial imbalances, and monetary
policy changes in major countries.

Organization of Bank of Korea
(As of September 2021)

MONETARY POLICY BOARD

GOVERNOR

SENIOR DEPUTY GOVERNOR

AUDITOR

DEPUTY GOVERNORS(5)

DEPARTMENTS
IN HEAD OFFICE (16)

• Planning & Coordination
Department
• Communications
Department
• Information Technology
Department
• Personnel & Administration
Department
• Bank of Korea Academy
• Research Department
• Economic Statistics
Department
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Department

DOMESTIC
BRANCHES (16)

• Monetary Policy
Department
• Financial Markets
Department
• Payment & Settlement
Systems Department
• Currency Department
• International Department
• International Affairs
Department
• Reserve Management
Group
• Economic Research
Institute

OVERSEAS
REPRESENTATIVE
OFFICES (5)

• Busan
• Daegu &
Gyeongbuk
• Mokpo
• Gwangju &
Jeonnam
• Jeonbuk
• Daejeon &
Chungnam
• Chungbuk
• Gangwon

•
•
•
•
•
•
•
•

AUDIT
DEPARTMENT

Incheon
Jeju
Gyeonggi
Gyeongnam
Gangneung
Ulsan
Pohang
Gangnam

•
•
•
•
•

New York
Frankfurt
Tokyo
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Beijing
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Bank of Korea’s Internet Web Site

Policy Response to COVID-19
Objectives of Monetary Policy
Monetary Policy Framework
Monetary Policy

Monetary Policy Board
Monetary Policy Decisions
Monetary Policy Instruments
Monetary Policy Transmission Mechanism
Monetary Policy Reports
Financial Stability

Financial Stability

Payment Systems
FX & Int’l Relations
Recent Papers & Publications

Currency
Research Papers

By subject
Periodicals
Books
BOK Working/Discussion Papers
Other Papers

News & Events
Money Museum
Governor’s Message
Introduction
Vision, Values and Strategies
About BOK

Organization
Function
Releases & Publications
Bank of Korea Act
Contacts
Bank of Korea CI
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Monthly
Quarterly
Semiannual
Annual

List of Publications
Periodical
Frequency

Language

Dissemination
Type*

Annual Report

Annually

English

P, O

Financial Statement Analysis

Annually

English

O

The Korean Economy

Annually

English

O

Annual Report on the Payment and Settlement Systems

Annually

English

O

Monetary Policy Report

Quarterly

English

P, O

Financial Stability Report

Semiannually

English

P, O

Quarterly Bulletin

Quarterly

English

P, O

Economic Analysis

Quarterly

Korean

P, O

BOK Regional Economic Report(BOK Golden Book)

Quarterly

Korean

P, O

Monthly Bulletin

Monthly

Korean

P, O

BOK Working Papers

Occasionally

English

P, O

BOK Economic Review

Occasionally

Korean

P, O

BOK Issue Note

Occasionally

Korean

P, O

Monetary Policy in Korea

Occasionally

English

O

Title

* Note∶P : printed publication, O : available on-line at Bank of Korea’s website
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Statistics
Title

Contents

Frequency

Dissemination
Type*

Major national economic statistics covering money and banking,prices,
Monthly Statistical Bulletin

balance of payments, foreign trade, industry, employment, national
accounts, etc.

Monthly

P, B

Economic Statistics Yearbook

Statistics included in the Monthly Statistical Bulletin and others

Annually

P, B

Principal Economic Indicators

Principal indicators and the statistics included in the Monthly Statistical
Bulletin

Semimonthly

B

Money & Banking Statistics

Statistics on monetary aggregates(M1, M2, M3, etc.), the principal
accounts of CBs & SBs and other financial institutions, capital market
trends, principal interest rates, etc.

Monthly

B

Regional Financial Statistics

Statistics on the issuance and withdrawal of banknotes and coin
by the BOK’s branches, the deposits and loans of BOK, CBs & SBs,
other financial institutions by province, etc.

Monthly

B

Balance of Payments

Current account, capital account, financial accounts, exports & imports
by type of goods, indexes of foreign trade and terms of trade, etc.

Monthly

B

Price Statistics Summary

Brief review of price movements, statistical compilation procedures
and statistics on the producer price index for 923 commodities, and
export and import price indexes for 227 and 222 goods.

Every 5 years

P, B

Monthly Prices

Brief analysis of price movements and statistics on producer price index,
export price index, import price index, prices of major world trade
commodities, etc.

Monthly

B

Input-Output Tables

Outline of compilation method, inter-industrial structure of the Korean
economy, transactions tables, input coefficients matrices, production
inducements coefficients matrices, supporting tables

Every 5 years

B, C

National Accounts

Principal indicators of national accounts, consolidated accounts for the
nation, income accounts by institutional sector, capital finance account
by institutional sector, supporting tables

Annually

P, B

Gross Domestic Product

Gross domestic product by kind of economic activity, expenditure on
gross domestic product

Quarterly

P, B

Financial Statement Analysis

Summary of survey results, description of survey methods, explanation
of company accounts and financial analysis ratios, statistics of
estimated balance sheets, income statements, statistics of cost of
goods manufactured, funds flow statements and financial ratios, series
of major countries’ financial analysis ratios, etc.

Annually

P, B

Flow of Funds

Financial surpluses and deficits by economic sector, fund raising and
investment by non-financial sectors, the financial sector’s sources
and uses of funds, accumulation of financial assets

Quarterly

P, B

* Notes ∶P : printed publication,
B : on-line database system (ECOS, accessible via Bank of Korea’s website),
C: CD-ROM
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Titles of Articles Appearing in Monthly Bulletin
July 2018 ~ June 2021

July 2018

Analysis of Policies to Increase Married Woman's Participation in Economic Activities
August 2018

Calculation of Fiscal Impact Measure for Korea
September 2018

Understanding and Use of Household Debt DB
October 2018

Current Non-bank Financial Intermediation in Korea and Potential Risks
November 2018

Impacts of Generational Gap in Housing Asset Ownership on Consumption
December 2018

Factors behind Synchronization of Domestic and Overseas Long-term Interest Rates and 		
Implications
January 2019

Significance of Inflation Target for 2019 Onwards
Analysis of Economic Sentiment Resulting from Relative Gaps within the Economy
February 2019

Impacts of Changes in External Position on Foreign Exchange and Stock Market Volatility
March 2019

Analysis of Changes in Labor Productivity by Industry
April 2019

How Does Labor Outsourcing Affect the Labor Productivity of Manufacturing Firms?

May 2019

Impacts of Global Shocks on Terms of Trade and the Domestic Economy
June 2019

Worker Flows in Korea
July 2019

Development of Export Coincident Indicator(ET-COIN) for Assessment of Export Activity
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August 2019

Estimation of Korea’s Potential Output Growth
September 2019

Impacts of Global Factors on Inflation
October 2019

Impact of the Current Account on External Stability
November 2019

Flow Approach to Labor Market Forecasting
December 2019

Impacts of Rigid Labor Mobility Across Industries on Macroeconomy
January 2020

Impacts of US Monetary Policy on Domestic Bond and FX Swap Markets
February 2020

Analysis of Factors Affecting Recent Changes in Propensity to Consume and Their Implications
March 2020

Impact of Leveraged ETFs on Stock Market Volatility
April 2020

The Future of Korea's Banking Industry and Its Implications
May 2020

Price Adjustment Behavior of Firms Under Low-inflation Environment
June 2020

Economic Forecasting Using Infectious Disease Spread Mode
July 2020

The Decline in Startups and its Macroeconomic Effects
August 2020

Results of Bank of Korea Macro-Econometric Model (BOK20) Construction
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September 2020

Review of Factors Behind the Decline of Employment-to-Population Ratio
October 2020

Corporate Financial Constraints in Korea after the Global Financial Crisis
November 2020

Possibility of a Level-up in Household Saving Rate Following COVID-19
December 2020

Impacts of Changes in Korea's Global Value Chain (GVC) Participation Structure on Its Exports
January 2021

Impacts of Industrial Robot Deployment on Employment
February 2021

Assessment of Labor Market Mismatch Since the COVID-19 Outbreak
March 2021

Relation Between Disease Control Measures and Economic Costs in a Pandemic Crisis
April 2021

Decomposition of the Unemployment Rate through Lobor Flow Analysis
May 2021

An analysis of Korea Stock Market's Representativeness of Real Economy
June 2021

Effects of the Central Bank Liquidity Swap on Korean FX markets - The Case during the COVID-19 Crisis
July 2021

Effects of Major Countries' Climate Change Responses on Korea's Exports: Centering on
Carbon Border Tax
August 2021

Demographic Adjustment of Unemployment Rate
September 2021

Impacts of Climate Change Response on Industries
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Titles of Articles Appearing in Quarterly Bulletin
March 2015 ~ September 2021

March 2015

Current Economic and Financial Developments
Analysis of Causes of Widening Income Gap between Households and Corporations
Payment and Settlement Trends in 2014
Price Trends in 2014 and Price Change Factors
June 2015

Current Economic and Financial Developments
Analysis of Effects of Global Factors on Domestic Inflation
Flow of Funds during 2014(Preliminary)
September 2015

Current Economic and Financial Developments
Analysis of Consumption Volatility in Korea : During the Asian Currency Crisis and
Global Financial Crisis
Payment and Settlement in the First Half of 2015
Financial Stability Overview
December 2015

Current Economic and Financial Developments
Effects on Consumption and Income Distribution of the Rise in Monthly Housing
Expenses in the Housing Market
The Structure of the Korean Economy : Analyzing the 2013 Input-Output Tables
March 2016

Current Economic and Financial Developments
Estimation of Quality of Employment and Analysis of Its Impact on Labor Productivity
Financial Stability Overview
Payment and Settlement Trends in 2015
June 2016

Current Economic and Financial Developments
Level of Competition in the Korean Banking Industry and Its Influence on Financial Stability
Flow of Funds in 2015(Preliminary)
September 2016

Current Economic and Financial Developments
Use of Mobile Payment Services and Factors Affecting Consumers’ Choices
Financial Stability Overview
Payment and Settlement Trends during the First Half of 2016
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December 2016

Current Economic and Financial Developments
The Current Consumption Patterns of the Elderly and Their Implications
The Structure of the Korean Economy : Analyzing the 2014 Input-Output Statistics
March 2017

Current Economic and Financial Developments
Evaluation of Recent Labor Market Situation through Labor Market transition Rate
Financial Stability Overview
Summary of the 2016 National Account (Provisional)
Payment and Settlement Trends in 2016
June 2017

Current Economic and Financial Developments
Analysis of Factors Causing the Decline in Korea’s Growth Potential : With a Focus on 			
Production Efficiency
Overview of Korean National Balance Sheet for 2016
Flow of Funds in 2016 (Preliminary)
September 2017

Current Economic and Financial Developments
Causes and Characteristics of Population Aginig
Payment and Settlement Trends in the First Half of 2017
Financial Stability Overview
December 2017

Current Economic and Financial Developments
A New Real-Time Indicator (BOK-COIN) of Korean Economic Activity
Financial Statement Analysis for 2016
March 2018

Current Economic and Financial Developments
Revision of the BOKDSGE Model for Economic Forecasts and Policy Analyses
Financial Stability Overview
Payment and Settlement Trends in 2017
Summary of the 2017 National Accounts (Provisional)
June 2018

Current Economic and Financial Developments
Causes of the Recent Rise in the Household Savings Ratio and Policy Implications
Flow of Funds in 2017 (Preliminary)
Overview of Korean National Balance Sheet for 2017
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September 2018

Current Economic and Financial Developments
A Quantitative Analysis of Policies for Raising Married Women’s Labor Market Participation
Payment and Settlement Trends in the First Half of 2018
Financial Stability Overview
December 2018

Current Economic and Financial Developments
Impacts on Consumption from Generational Gap in Home Ownership
Financial Statement Analysis for 2017
March 2019

Current Economic and Financial Developments
Significance of Inflation Target for 2019 Onwards
Financial Stability Overview
Payment and Settlement Trends in 2018
June 2019

Current Economic and Financial Developments
Impacts of Global Shocks on Terms of Trade and the Domestic Economy
2015 Benchmark Revision of Korean National Accounts Results of the 1st Phase(2000-2018)
Flow of Funds in 2018(Preliminary)
Appendices
September 2019

Current Economic and Financial Developments
Estimating the Korean Economy's Potential Output Growth
Financial Stability Overview
Payment and Settlement Trends in the First Half of 2019
Korean National Balance Sheets 2018(Preliminary) and Comprehensive Revision of Korean
National Balance Sheets
Appendices
December 2019

Current Economic and Financial Developments
Flow Approch to Labor Market Forecasting
Financial Statement Analysis for 2018
March 2020

Current Economic and Financial Developments
Analysis of Factors Affecting Recent Changes in Propensity to Consume and Their Implications
Financial Stability Overview
Trends of Payment and Settlement in 2019
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June 2020

Current Economic and Financial Developments
Price Adjustment Behavior of Firms under Low Inflation Environment
Flow Funds in 2019(preliminary)
Summary of the 2019 National Accounts(provisional)
September 2020

Current Economic and Financial Developments
Results of Bank of Korea Macro-Econometric Model (BOK20) Construction
Financial Stability Overview
Trends of Payment and Settlement in the First Half of 2020
Summary of the Korean National Balance Sheet for 2019(preliminary)
December 2020

Current Economic and Financial Developments
Impacts of Changes in Korea’s Global Value Chain (GVC) Participation Structure on Its Exports
Financial Statement Analysis for 2019
December 2020

Current Economic and Financial Developments
Impacts of Changes in Korea’s Global Value Chain (GVC) Participation Structure on Its Exports
Financial Statement Analysis for 2019
March 2021

Current Economic and Financial Developments
Impacts of Industrial Robot Deployment on Employment
Financial Stability Overview
Trends of Payment and Settlement in 2020
June 2021

Current Economic and Financial Developments
Effects of the Central Bank Liquidity Swap on Korean FX Markets - The Case during the
COVID-19 Crisis
Summary of the 2020 National Accounts(preliminary)
Flow of Funds in 2020(preliminary)
September 2021

Current Economic and Financial Developments
Effects of Major Countries’ Climate Change Responses on Korea’s Exports: Centering on
Carbon Border Tax
Financial Stability Overview
Trends of Payment and Settlement in the First Half of 2021
Summary of the Korean National Balance Sheet for 2020(preliminary)
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