The Bank of Korea Act

Article 102 (Publication of the Annual Report)

(1) The Bank of Korea shall, within three months after the end of each fiscal year,
submit to the government its annual report and publish it. This annual report shall
outline its business status, its monetary policy and the government’s foreign
exchange policy, and analyze the economic and financial situation of the country
during the fiscal year.

(2) The annual report in Paragraph (1) shall be approved by a resolution of the
Monetary Policy Committee.
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Foreword
As Korea’s central bank, the Bank of Korea seeks to bring
about the sound development of the national economy by
securing price stability and contributing to the stability of
the financial markets.
Over the course of last year, Korea was among those
OECD countries posting the highest economic growth rates,
despite such difficult conditions as the modesty of the
advanced countries’ economic recovery and geopolitical
risks. The international profile of Korea was also enhanced
by successfully hosting the historic Seoul G20 Summit. In its
conduct of monetary and credit policy, the Bank of Korea
strove its utmost to build up the foundation for medium to long-term price stability even as the
upward trend of economic activity continued.
This year, the Korean economy is expected to maintain its upward trend as exports are showing
favorable performance in the wake of the strengthening global economic recovery and domestic
demand is steadily increasing, led by private consumption. Along with the continuation of the economic upswing, however, international raw material prices are showing restive movements and
Chinese inflation is exercising an influence on import prices. Accordingly, upward pressures on
inflation are likely to mount in terms of both demand and supply.
The Bank of Korea intends to conduct monetary and credit policy this year by taking into overall
account the changes in the financial and economic situation both at home and abroad to minimize
the uncertainties surrounding the growth path, while placing emphasis on consolidating the basis
for price stability. Along with this, it will play an active role in creating a G20-oriented new global
economic order in keeping with the growing necessity of international cooperation in the wake of
the global financial crisis.
This annual report contains analyses of the nation’s economic
situation and details of the implementation of economic policies
and of the Bank of Korea’s business status during 2010. We hope
this report will be helpful for all members of the general public in
gaining a wider and deeper understanding of the Korean economy and monetary and credit policy.

March 2011
Kim, Choongsoo
Governor

Functions of the Bank of Korea
Formulating and Implementing Monetary and Credit Policy
As Korea’s central bank, the Bank of Korea formulates and implements monetary and credit
policy to contribute to the sound development of the national economy by the pursuit of price
stability.
Issuing Banknotes and Coins
The Bank issues banknotes and coins in such manner as may be determined by the
Monetary Policy Committee, with to the approval of the Government.
Loans and Deposits of Banking Institutions
The Bank may hold deposits on behalf of banking institutions and supply funds by means of
loans to banks facing temporary shortages of liquidity.
Operating and Managing Payment System
The Bank promotes the efficiency and safety of the payment and settlement system as a
whole and works to improve it.
Serving as the Government’s Bank
The Bank, as the government's bank, handles the receipt and distribution of Treasury funds,
the provision of credit to the government and the issue and redemption of Treasury securities.
Managing Foreign Exchange and International Cooperation
The Bank holds and manages Korea’s official exchange reserves and conducts foreign
exchange business. Also, the Bank represents the government in all financial transactions
with financial institutions of which the Republic of Korea is a member.
Conducting Economic Research and Compiling Statistics
The Bank conducts economic research and compiles statistics essential to the establishment
of the monetary and credit policy including money and banking statistics, national income
statistics, producer price index, balance of payments, and other economic statistical series.
Business Analysis and Examination of Financial Institutions
To ensure the soundness of financial institutions and their compliance with monetary and
credit policy, the Bank analyzes their management status and may require the Financial
Supervisory Service(FSS) to carry out their examination or itself conduct joint examinations
of them with the FSS.
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General Economic Trends

I
General Economic Trends

Summary

The financial markets showed an unstable pattern of movements at certain times

Korea registered favorable macroeco-

owing to the fiscal problems in the euro-

nomic performance overall in 2010 in

zone and North Korea-related risks. During

terms of growth, prices and the current

the year as a whole, however, yields on

account.

Treasury bonds and the won-dollar
exchange rate fell and stock prices rose,

Gross domestic product(GDP) grew by
6.2 percent, continuing the economic

influenced by inflows of foreigners’ investment funds.

upward trend since the second quarter of
the previous year. Consumer prices marked

During the year, the Bank of Korea

accelerating movements from September

raised the Base Rate on two occasions to

onwards, but for the year as a whole rose by

bolster the basis for medium to long-term

2.9 percent, closely approaching the 3.0

price stability, while implementing mone-

percent midpoint of the medium-term infla-

tary and credit policy with an emphasis on

tion target. The current account registered a

stabilizing the financial markets and sup-

surplus of 28.2 billion dollars as exports

porting the recovery of the real economy.

increased sharply.

1

< Chart Ⅰ- 1 >

Major Economic Indicators
(billion U.S. dollars)

BOP (right scale)

Growth rate of real GDP (left scale)

Consumer price inflation (left scale)

Source : BOK, Statistics Korea

In the first half, the Korean economy
witnessed faster than expected growth.

prises and encouraging financial institutions to extend more loans to them.

However, as the uncertainties surrounding

2

the global economy and the international

During 2011, the Korean economy is

financial markets persisted owing to the fis-

expected to maintain its upward trend as

cal problem in the eurozone, the Bank of

exports remain buoyant thanks to the

Korea kept the Base Rate at an annual 2.0

strengthening global economic recovery

percent. In the latter half, the Bank of

and the constant expansion of domestic

Korea raised the Base Rate by 0.25 per-

demand led by private consumption.

centage points in July and again in

However, there are still downward risk fac-

November as inflation pressures were

tors surrounding the course of growth,

expected to mount amid the continuation of

including the fiscal problems in the euro-

the economic upswing. On the other hand,

zone, China’s shift of its policy stance,

it kept the interest rate on the Aggregate

growing inflationary pressures in emerging

Credit Ceiling Loans at an annual 1.25 per-

markets and a surge in international oil

cent, taking into consideration the financial

prices in the wake of the political unrest in

status of small- and medium-sized enter-

North Africa and the Middle East. Inflation

ning the continuation of robust economic

to be fiercer on both the demand and supply

growth, taking into overall account the

sides, influenced by the economic upturn,

financial and economic situation both at

the higher rate of wage growth, the continu-

home and abroad.
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pressures on consumer prices are expected

I
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ation of the upward trend of house rents,
the knock-on effects of Chinese price insta-

Economic Trends

bility, and a surge in international raw
material prices. The current account is like-

Advanced countries see a modest econom-

ly to remain in surplus, but the scale is

ic recovery, emerging economies enjoy a

expected to narrow owing to the expansion

rapid growth

of imports following economic recovery
and the run up in international raw material
prices.

During 2010, the global economy
showed overall improvement as advanced
countries saw a modest economic recovery

Considering the 2011 prospects, future

and emerging economies enjoyed rapid

economic policy needs to be concentrated

growth. By country, the U.S. economy

on expanding the foundation for sustain-

grew by 2.9 percent year-on-year amid the

able growth along with price stability in

continued sluggishness of the labor and

preparations for the changed environment

housing markets while the eurozone and

following the global financial crisis. In tan-

Japanese economies posted growth rates of

dem with this, keen attention should be

1.8 percent and 3.9 percent, respectively.

paid to strengthening macroprudential

The Chinese economy registered a high

soundness, considering the highly volatile

growth rate of 10.3 percent owing to the

global economic environment, such as the

favorable performance of both domestic

frequent inflows and outflows of foreign

consumption and exports. As a result, the

capital.

global economy grew by 5.0 percent,
breaking free of the previous year’s nega-

The Bank of Korea plans to conduct

tive growth.

monetary and credit policy during 2011 by
placing emphasis on consolidating the

Global financial markets in general

foundation for price stability and underpin-

maintained a stable trend owing to the

3

global economic recovery and continuation

the sovereign debt problems in the euro-

of major advanced countries’ quantitative

zone. Stock prices in most countries rose,

easing, which had an offsetting effect on

and CDS premiums and spreads in emerg-

International Economic Indicators

< Table Ⅰ - 1 >

Unit : %

2006

2007

2008

2009

2010

World1)

5.2

5.4

2.9

-0.5

5.0

Advanced1)

3.0

2.7

0.2

-3.4

3.0

U.S.

2.7

1.9

0.0

-2.6

2.9

Eurozone

3.1

2.9

0.4

-4.1

1.8

Japan

2.0

2.4

-1.2

-6.3

3.9

Economic growth

Emerging and Developing1)

8.2

8.8

6.1

2.7

7.3

1),2)

Asia

10.4

11.4

7.7

7.2

9.5

(China)

12.7

14.2

9.6

9.2

10.3

5.6

5.7

4.3

-1.7

6.1

24.5

11.0

37.6

-34.1

26.1

(61.5)

(68.3)

(94.0)

(61.9)

(78.1)

23.2

14.1

7.5

-15.8

26.3

(U.S.)

4.70

4.02

2.21

3.84

3.29

(Japan)

1.69

1.51

1.17

1.30

1.13

5.01

3.24

0.08

0.05

0.12

Central and South America1)
Crude oil3)
(Dollar / barrel)
4)

Other raw materials

Long-term interest rates5)

Short-term interest rates
(U.S.)6)
(Japan)6)

0.45

0.56

0.20

0.13

0.12

7)

5.36

4.70

1.43

0.25

0.30

8)

Japanese yen /U.S. dollar

118.8

113.0

90.2

92.1

81.5

U.S. dollar /euro9)

1.320

1.459

1.398

1.432

1.338

(euro-dollar interest rate)

Notes : 1) Based on figures published by IMF(April 2011)
2) Excludes Middle East
3) Dubai spot price, annual average
4) Non-fuel primary commodities index (IMF), annual average
5) Yield on 10-year Treasury notes, at the end of the year
6) Yield on 3-month Treasury bills, at the end of the year
7) 3-month maturity dollar LIBOR, at the end of the year
8) Closing price on the Tokyo market, at the end of the year
9) Reuters notified rate, at the end of the year
Source : IMF, Reuters, Bloomberg
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Domestic economy continues an upward

showed a strengthening trend owing to the

trend
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ing countries narrowed. The U.S. dollar

marked preference for safe-haven assets in
Annual GDP growth accelerated at a

erupted, but it shifted to a weak tone in the

rapid pace to reach 6.2 percent in 2010

latter half, affected by the U.S. Federal

from 0.3 percent the previous year owing to

Reserve’s additional quantitative easing. At

favorable exports and the recovery of

the Seoul G20 Summit, meanwhile, nation-

domestic demand.

I
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the first half when the fiscal crisis in Greece

al leaders agreed on moving toward a more
market-determined exchange rate system,

By period, the GDP growth rate stood at

refraining from competitive devaluation,

2.1 percent in the first quarter and 1.4 per-

and guarding against excessive exchange

cent in the second quarter, quarter on quar-

rate volatility in coping with exchange rate

ter, as both exports and facilities investment

conflicts, which had intensified in line with

increased sharply. However, it slowed

the additional quantitative easing in the

down to 0.6 percent in the third quarter and

U.S.

0.5 percent in the fourth quarter, influenced
by a base effect in the wake of the faster

International oil prices fluctuated within

growth in the first half. The year-on-year

a range of 70 to 80 dollars per barrel in the

growth rate stood at 8.0 percent in the first

first half, but soared to the low 90’s in the

half and 4.5 percent in the latter half.

latter half, influenced by growing expectations of global economic recovery and
increased inflows of investment funds.
Other raw materials prices showed a steep
upward trend owing to rising demand from
July onwards coupled with insufficient supply following adverse weather conditions
in major production regions.

5

Growth Rate of Real GDP

< Chart Ⅰ- 2 >

(Compared with the previous quarter)

GDP

Domestic demand (consumption and investment)

Export

Source : BOK「National Accounts」

Seen by component of demand, annual

international competitiveness. Total

consumption increased by 3.9 percent

imports (real terms) rose by 16.9 percent

owing to an increase in household income

owing to a base effect in the wake of a steep

and favorable consumption sentiment fol-

fall the previous year.

lowing the improved employment situation

6

and wage hikes. Fixed investment

Real gross national income (GNI)

increased by 7.0 percent as facilities invest-

increased by 5.5 percent, lower than GDP

ment rose by 25.0 percent led by machin-

growth, owing to the worsening of the

ery, which served to offset a decrease in

terms of trade following a rise in interna-

construction investment owing to a lacklus-

tional oil prices and a fall in semiconductor

ter housing market.

prices.

Total exports of goods and services(real

Examining the distribution of national

terms) increased by 14.5 percent, influ-

income(nominal NI), the share of compen-

enced by the global economic recovery and

sation of employees in national income

an improvement in domestic companies’

edged down from the previous year’s 60.9

previous year’s 30.2 percent to 32.0 percent

ating surpluses showed faster growth than

and the gross domestic investment ratio

the compensation of employees.

went up from 26.2 percent to 29.2 percent.
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percent to 59.2 percent as businesses’ oper-
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The gross savings ratio rose from the

Domestic Economic Indicators

< Table Ⅰ - 2 >

Unit : %, %p

2008

2009

2.3
2.0

(Private)
(Government)

1)

GDP

Final consumption

Fixed capital formation
(Construction)
(Facilities)
2)

Changes in inventories

2010
Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

0.3

6.2

2.1 (08.5)

1.2

3.9

1.2 (05.9)

1.4 (07.5)

0.6 (04.4)

0.5 (04.7)

0.6 (03.4)

1.0 (03.4)

0.1 (03.0)

1.3

0.0

4.1

0.5 (06.6)

0.7 (03.5)

1.4 ( 3.6)

0.3 (02.9)

4.3

5.6

3.0

3.6 (03.4)

0.3 (02.9) -0.1 (02.5) -0.4 (03.2)

-1.9

-1.0

7.0

2.1 (12.5)

-2.8

3.4

-1.4

2.0 (04.3)

0.2 (06.8)

1.9 (06.8) -0.9 (03.4)

-1.0

-9.8

25.0

2.8 (29.1)

7.9 (30.5)

5.6 (26.6) -1.0 (15.9)

0.6

-3.9

2.0

1.4 (02.7)

-0.2 (04.0)

-0.1(01.2) -0.6 (00.3)

-4.2 (-2.3) -0.8 (-3.1) -1.0 (-2.9)

Exports

6.6

-1.2

14.5

2.2 (16.7)

7.8 (14.5)

2.3 (11.6)

2.6 (15.7)

Imports

4.4

-8.0

16.9

4.2 (21.5)

5.7 (18.0)

3.2 (14.7)

0.5 (14.2)

-0.6

1.6

5.5

1.2 (09.6)

1.3 (05.6)

0.4 (04.5)

0.0 (03.0)

3.2

3.6

3.7

4.3 (04.7)

3.4 (03.5)

3.6 (03.5)

3.5 (03.3)

Consumer prices

4.7

2.8

2.9

1.0 (02.7)

0.9 (02.6)

0.9 (02.9)

0.9 (03.6)

Core inflation1)

4.2

3.6

1.8

0.4 (01.9)

0.5 (01.6)

0.5 (01.8)

0.4 (01.9)

Current account ($100 million) 32.0

327.9

282.1

2.6

88.6

99.3

91.6

Exports
(customs clearance basis)1)

13.6

-13.9

28.3

(35.8)

(33.1)

(22.7)

(23.8)

Imports
(customs clearance basis)1)

22.0

-25.8

31.6

(37.4)

(42.8)

(24.6)

(24.6)

Yield on 3-Year
Treasury Bonds4)

5.27

4.04

3.72

4.14

3.74

3.70

3.30

Yield on 3-Year
Corporate Bonds4),5)

7.02

5.81

4.66

5.25

4.61

4.63

4.16

KOSPI (end-of-period)

1,124.5 1,682.8 2,051.0

1,692.9

1,698.3

1,872.8

2,051.0

KRW per USD
(end-of-period)6)

1,259.5 1,164.5 1,134.8

1,131.3

1,222.2

1,140.2

1,134.8

GNI1)
3)

Unemployment rate
1)

Notes : 1) The rate of increase or growth compared with the previous quarter. The figures in parenthesis are yearon-year rates.
2) Contribution to growth rate of GDP(%p)
3) The figures in parenthesis are not seasonally adjusted.
4) Average during the period
5) AA- degree basis
6) Based on closing price
Source : BOK「ECOS」
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Favorable performance in manufacturing

of manufacturing increased by 2.8 percent-

and improving trend in service industries

age points from the previous year to 30.6
percent, but services and construction

Looking at the trend of production activ-

declined by 2.2 percentage points and 0.4

ities by sector during the year, manufactur-

percentage points, respectively, to 58.2 per-

ing showed brisk performance and services

cent and 6.5 percent.

witnessed an improving trend, but construction business was sluggish.

Employment conditions improve, wages
rise

Manufacturing industry, led by electric
& electronics, general machinery and auto-

There was some improvement in labor

mobiles, recorded positive growth of 14.8

market conditions as the number of those

percent in 2010 year-on-year, its highest

employed during the year was on an

since 2000.

upward trend and job seeking activities
increased amid the economic recovery.

The service industry grew by 3.5 percent. Transport, storage and retail & whole-

The number of persons in employment

sale rose sharply owing to an increase in

during the year increased by 320,000.

freight volumes and favorable domestic

Looking at the number of persons

sales, but real estate and rental business was

employed in each business field, the num-

listless, affected by the inactive housing

ber of persons employed increased by

market.

190,000 in manufacturing, centering on
electric & electronics, general machinery

Construction declined by 0.1 percent.

and automobiles, escaping from its declin-

Housing construction fell back and civil

ing trend from 2000 to 2009. The number

engineering posted a slight rise as infra-

of persons employed in the service sector

structure investment showed a similar level

increased by 200,000 as employment in

to the previous year.

health, social welfare and business support
services increased sharply. On the other

8

Meanwhile, looking at the weights of

hand, the number of persons employed in

individual industries in nominal GDP, that

the agricultural and fishery sector

ANNUAL REPORT

job seeking activities increased. The unem-

decreased by 80,000.

ployment rate stood at 3.7 percent, 0.1 percentage point higher than the previous year,

number of waged & salaried workers

as the economically active population

increased by 520,000 centering on regular

increased at a faster pace than the number

employees. However, the number of

of persons employed.

I
General Economic Trends

Looking at the status of workers, the

non-salaried, non-waged workers fell by
190,000 as a result of the restructuring of

Nominal wages(based on regular
employees) increased by 4.9 percent

independent small businesses.

year-on-year and unit labor costs(nonfarmThe rate of participation in economic

basis) rose by 0.3 percent.

activities stood at 61.0 percent, 0.2 percentage points higher than the previous year, as

< Chart Ⅰ- 3 >

Employment and Nominal1) Wages
(Year-on-year)

(10 thousand persons)
Change in number of persons employed (left scale)
Rate of increase of nominal wages (right scale)

Note : 1) Regular employee
Source : Statistics Korea, Ministry of Employment and Labor
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Consumer prices rise by 2.9 percent

individual service charges. However, house
rents accelerated their upward pace during

Consumer prices recorded an annual
average rate of increase of 2.9 percent,

the year under the influence of a rise in
leasehold deposit prices.

closely approaching the mid-point of the
medium-term inflation target. By period,

The rate of core inflation, which strips

headline inflation rose around the 2½ per-

out the prices of non-grain agricultural

cent level year-on-year in the first half, but

products and petroleum-based fuels from

hovered above the 3 percent mark in the

the CPI, slowed down to 1.8 percent from

latter half owing to a surge in prices of agri-

the previous year’s 3.6 percent.

cultural, livestock and marine products in
the wake of unusually adverse weather
conditions from September.

In the real estate market, housing prices
rose by 1.9 percent from the end of the previous year, showing a similar level to the

10

By category, the prices of agricultural,

previous year’s 1.5 percent. By region, they

livestock and marine products and petrole-

fell in Seoul and its surrounding areas,

um goods rose sharply, but rate of increase

influenced by regulations on loans, the

of charges for services remained at a limit-

expanded supply of low-cost housing and

ed level. The prices of agricultural, live-

subdued housing purchase sentiment. In

stock and marine products increased by

regions away from Seoul and its surround-

10.0 percent as prices of vegetables surged

ing areas, however, they rose sharply

in the wake of abnormally high tempera-

owing to the inadequate supply of small-

ture and an increase in the number of rainy

and medium-sized apartments. Housing

days and those of marine products soared

leasehold deposit prices posted a high rate

owing to reduced catches of fish. Those of

of increase of 7.1 percent owing to a short-

industrial products rose by 3.1 percent, cen-

age of new houses available for occupation

tering on petroleum products. Charges for

and a shift from leasehold deposit basis to a

services increased by just 1.9 percent

monthly rental basis that coincided with a

owing to the government’s policy of keep-

growing preference for leasehold tenancies

ing the increases in public utility charges to

upon weakened expectations of higher

a minimum and the slowdown of the rise in

housing prices.
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< Chart Ⅰ- 4 > Consumer Price Inflation and Core Inflation1) Rates
(Year-on-year)

I
2.5~3.5%
(Inflation target range)

General Economic Trends

3.0±1%
(Inflation target range)

3.0±0.5%
(Inflation target range)

CPI inflation

Core inflation

Notes : 1) Excludes the prices of non-grain agricultural products and petroleum-based
fuels (along with city gas) from the CPI
2) The inflation target was set in terms of core inflation in 2006 and CPI inflation
in 2007~2010.
Source : Statistics Korea「Consumer Price Trends」

Current account continues in surplus

total 425.2 billion dollars. The services
account deficit widened from the previous

The current account registered a surplus

year’s 6.6 billion dollars to 11.2 billion dol-

of 28.2 billion dollars, centering on the

lars in response to an increase in the pay-

goods account, following the previous

ment of overseas travel expenses and royal-

year’s surplus of 32.8 billion dollars.

ties for intellectual property rights.

The goods account surplus expanded

The capital & financing account, which

from the 37.9 billion dollars of the previous

excludes reserve assets, saw its surplus vol-

year to 41.9 billion dollars. Exports(cus-

ume reduce from the previous year’s 34 bil-

toms-clearance basis) increased by 28.3

lion dollars to 1.8 billion dollars owing to

percent to total 466.4 billion dollars, post-

banks’ repayment of short-term borrowings

ing a record high, and imports(customs-

and a slowdown of the rise in foreigners’

clearance basis) rose by 31.6 percent to

securities investment.

11

As of the end of 2010, the foreign

result, net external assets, which represent

reserves amounted to 291.6 billion dollars,

gross external assets less gross external lia-

an increase of 21.6 billion dollars from the

bilities, expanded from 65.3 billion dollars

end of the previous year. Gross external lia-

at the end of the previous year to 88.3 bil-

bilities increased by 14.6 billion dollars

lion dollars. Meanwhile, the ratio of gross

over the course of the year to 360.0 billion

external liabilities to nominal GDP(dollar

dollars, and external assets rose by 37.6 bil-

basis) fell from 41.4 percent at the end of

lion dollars to 448.3 billion dollars. As a

the previous year to 35.5 percent.

< Chart Ⅰ- 5 >

Exports/Imports and Current Account

(100 million U.S. dollars)
Exports (left scale)

(100 million U.S. dollars)
Imports (left scale)

Current account (right scale)

Source : BOK, Korea Customs Service
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Long-term interest rates and the exchange

rates in general kept a similar level to the

rate fall, stock prices rise

end of 2009.

In the financial markets, long-term inter-

Long-term market interest rates showed

est rates and the won-dollar exchange rate

a declining trend during the year, affected

fell under the influence of inflow of for-

by a change in expectations of a hike in the

eigners’ investment funds and stock prices

Base Rate and also by inflows of foreign-

rose sharply. Short-term market interest

ers’ bond investment funds. They rose tem-

problems in the eurozone and North

KOSDAQ index remained at the level of

Korea-related risks. In December, they

the end of the previous year. KOSPI fell

rebounded under the influence of regula-

sharply for a brief period owing to China’s

tions to reduce the volatility of inflows and

strengthening of liquidity management

outflows of foreign capital and growing

early in the year and the fiscal problem in

inflationary pressure. Yields on Treasury

the eurozone in May. During the year, how-

bonds with a three-year maturity stood at

ever, it maintained bullish movements

3.38 percent at the end of 2010, off 1.03

under the influence of favorable business

percentage points from the end of the previ-

performances and inflows of foreigners’

ous year. The corporate bond risk premi-

stock investment funds. KOSPI stood at

um(secondary market yields on AA-grade

2,051.0 at the end of 2010, 368.2 points

three-year corporate bonds versus those on

higher than at the end of the previous year.

three-year Treasury bonds) dropped by

The KOSDAQ index stood at 510.7 at the

0.23 percentage points from the end of the

year-end, 2.9 points lower than at the end of

previous year to stand at 0.89 percentage

the previous year.

I
General Economic Trends

KOSPI rebounded strongly, but the
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porarily in May and June owing to fiscal

points.

Short-term market interest rates fell in
the first half, but rose again in the latter half
in response to the Bank of Korea’s hike of
its Base Rate. Secondary market yields on
91-day CDs fell by 0.06 percentage points
from the end of the previous year to mark
2.80 percent.

Banks’ deposit rates showed a similar
movement to short-term market interest
rates, but their lending rates continued at a
low level in the latter half as they engaged
in campaigns to expand their loan books.
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< Chart Ⅰ- 6 >

Market Interest Rates and Stock Prices

Overnight Call market rate (left scale)
Yields on 91-day CDs (left scale)

Yields on 3-year Treasury bond (left scale)
KOSPI (right scale)

Source : BOK「ECOS」

The won/dollar exchange rate showed

the previous year and represented an appre-

similar movements with long-term market

ciation of 10.4 percent on an annualized

interest rates and stock prices, soaring to

average basis.

the year’s record high of 1,253.3 won per
dollar in May owing to outflow of foreigners’ investment funds. Since then, it had
witnessed a declining trend until October,
reflecting weakened global dollar following the U.S. additional quantitative easing.
After November, it bounced back under
the impact of regulations on macroprudential and North Korea-related risk, posting
1,134.8 won per dollar at the end of 2010.
The Korean won appreciated by 2.6 percent against the U.S. dollar from the end of

14

ANNUAL REPORT

< Chart Ⅰ- 7 >

Korean Won Exchange Rates

(won)

(won)

I
General Economic Trends

won/dollar1)

won/100yen2)

Notes : 1) Based on closing price
2) Arbitrated rate of exchange announced by Seoul Money Brokerage Services,
Ltd.
Source : BOK「 ECOS」

Banks’ deposits and loans increase steadi-

MMFs decreased, offsetting an expansion

ly

in the volume of redemptions of stock-type
funds.

During the year, banks’ deposits and
loans increased steadily and the corporate

Banks’ lending showed growth similar

fund raising situation showed relatively

to that of the previous year as the expansion

favorable trends.

of corporate lending slowed down, which
served to offset the acceleration in the

Deposit-taking by banks kept a similar

growth in household loans. Their lending to

pace of increase to the previous year led by

large companies increased, but that to small

savings deposits as banks’ efforts to attract

and medium enterprises (SMEs) decreased

deposits strengthened following the intro-

as their expansion of loan guarantee sup-

duction of regulations on loan-deposit

port was terminated in the course of over-

ratios. Meanwhile, the decline in

coming the financial crisis and their real

deposit-taking by asset management com-

estate PF lending presented a subdued pic-

panies slowed down as withdrawals from

ture. The growth rate of household credits

15

narrowed owing to sluggish housing sales,

supply of private credit increased slightly.

which counteracted the effects of the faster

The growth rate of Lf, which indicates the

growth in mortgage lending. On the other

liquidity stock of financial institutions,

hand, credit-based lending shifted to an

stood at 8.2 percent, a similar level to the

increase from the previous year’s decline in

previous year, as long-term financial prod-

a movement centering on financially

ucts increased, led by Korean-won domi-

healthy customers. The share of household

nated bonds with a maturity of two years or

loans in banks’ total outstanding loans rose

longer.

from the previous year’s 42.9 percent to
Corporate funding conditions showed a

43.7 percent on a year-end basis.

relatively favorable trend as the dishonored
Looking at the movements of monetary

bill ratio maintained a low level. In the cap-

aggregates, the growth rate of narrow

ital markets, both the net issuance of corpo-

money M1 fell to 11.8 percent, affected by

rate bonds by companies and the volume of

banks’ strengthened efforts to attract more

their fund raising through stock issuance

deposits. The growth rate of broad money

declined from the previous year.

M2 similarly dropped to 8.7 percent as the

< Chart Ⅰ- 8 >

Changes in Banks’Deposits and Loans1) and
the Growth Rates of Monetary Aggregates2)

(trillion won)

(%)
M1 (right scale)
M2 (right scale)
Lf (right scale)

Notes : 1) End basis
2) Average basis
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Bank deposits (left scale)
Bank loans (left scale)
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Principal Policy Measures during the Year

lems in the eurozone, the Bank of Korea
kept the Base Rate at 2.0 percent a year.

Policy rate raised in two steps

I

In the latter half, the Bank of Korea

General Economic Trends

raised the Base Rate by 0.25 percentage
During the year, the Bank of Korea

point in July and again in November as the

implemented monetary and credit policy in

necessity of normalizing monetary policy

such a way as to stabilize the financial mar-

stance increased and inflationary pressures

kets and support the recovery of the real

were expected to mount amid the continued

economy, while placing a focus on prevent-

economic upturn. On the other hand, it kept

ing any weakening of the foundation for

the interest rate on the Aggregate Credit

medium to long-term price stability.

Ceiling Loans at 1.25% per annum, in consideration of the financial status of SMEs

In the first half, the Korean economy
witnessed faster growth than expected.

and to strengthen the incentive for financial
institutions to extend loans to them.

However, as uncertainties surrounding the
global economy and the international financial markets persisted owing to fiscal prob< Chart Ⅰ- 9 >

The Bank of Korea’
s Adjustments of the Base Rate

(Annual %)

(Annual %)

Note : Figures in parenthesis are dates of adjustment of the Base Rate
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Gradual absorption of liquidity

The Bank of Korea gradually absorbed
the liquidity provided to cope with the

Stabilization Fund.

Improvement of Liquidity Adjustment
Methods

global financial crisis.
The Bank of Korea improved its methThe Bank of Korea reduced the
Aggregate Credit Ceiling, which had been

ods of liquidity control to enhance the efficiency of monetary policy.

expanded to 10 trillion won in March, by
1.5 trillion won to 8.5 trillion won from the

The method of deciding the bid amount

third quarter, taking into account the finan-

for the issuance of Monetary Stabilization

cial market situation and small- and medi-

Bonds(MSBs) within the planned issuance

um-sized enterprises’ funds raising condi-

amount was changed. If the amount bids

tions. From the first quarter of 2011, it

placed below the successful bid rate at a

decided to lower the facility by an addition-

competitive auction exceeds the amount

al 1 trillion won. Along with this, in two

planned to be issued, such bids will be

steps taken in March and December, it col-

accepted within 10% or less of the planned

lected 500 billion won of the 3.3 trillion

issuance amount in consideration of the

won provided in support of the “Bank

bond market situation and the tenor of mar-

Recapitalization Fund” in order to help

ket funds. Meanwhile, the Bank of Korea

banks’ lending capacity.

expanded the coverage of the Fungible
Issue System introduced in 2009 to

Of Korean-won liquidity, whose supply

enhance the liquidity and marketability of

had been expanded to tackle the global

MSBs, to include those with a one-year

financial crisis, a total of 6.5 trillion won

maturity as well as those with a two-year

had not yet been withdrawn as of the end of

maturity.

2010; specifically, 2 trillion won of the

18

increase in the Aggregate Credit Ceiling,

Along with this, the Bank introduced the

2.8 trillion won supplied in support of the

Monetary Stabilization Account in a mar-

Bank Recapitalization Fund, and 1.7 tril-

ket-friendly manner in order to reduce the

lion won in support of the Bond Market

dependence on MSBs for the case of
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adjustment of liquidity.

tors. It conducted joint examinations with
the Financial Supervisory Service(FSS) on

Heightening the stability of the financial

seven banks. It carried out partial examina-

system

tions at five banks with a focus on their

I
General Economic Trends

deposit and lending operation status. For
During the year, the Bank of Korea

the first time, it conducted an examination

strove to heighten the stability of the finan-

on the funds transfer business of a financial

cial system through the improvement of the

investment company.

payment and settlement system and the
examination of financial institutions.

During the year, financing-related laws
and regulations were revised in such a way

Through the operation of straight

as to improve financial institutions’ gover-

through processing(STP) for call settle-

nance structure and strengthen the financial

ments, which directly connects BOK-

consumer protection system, including bol-

Wire+ with the call transaction intermedi-

stering outside directors’ qualifications. At

ary system of fund brokerage firms, it

the same time, the financial system for the

helped participating institutions reduce

general public was improved by making a

operation risk and enabled them to grasp

downward adjustment of the upper limit of

information on call transactions in real

lenders’ lending interest rate to help reduce

time. To enhance the efficiency of the pay-

households’ interest burden.

ment and settlement system, the Bank of
Korea promoted plans for the seamless

Successful hosting of Seoul G20 Summit

upgrading of securities settlement including the settlement of trades in stock markets

The Bank of Korea and the government

across current accounts held with it, allow-

jointly organized the G20 Finance

ing intra-day liquidity support for financial

Ministers and Central Bank Governors’

investment companies.

Meeting, the Financial Stability Board(FSB)
General Meeting, and a meeting of the Basel

Its examinations of financial institutions

Committee on Banking Supervision(BCBS).

focused on large banks with a great influ-

These successfully reached agreement on

ence in the financial market and fragile sec-

major questions, backing up Korea’s suc-

19

cessful hosting of the Seoul G20 Summit.

trends and strengthened its analysis of the
possibility of abrupt changes in the Korean

At the G20 Finance Ministers and

won’s exchange rate. In May, it established

Central Bank Governors’ Meeting, it col-

a foreign exchange market stabilization

lected opinions on a Framework for Strong,

task force to cope with possibility of unrest

Sustainable and Balanced Growth and

in the foreign exchange market in the wake

Global Financial Safety Nets (GFSN) from

of attack on the South Korean frigate,

the central banks of member countries. At

Cheonan. After North Korea’s shelling of

the FSB and BCBS meetings, it coordinat-

Yeonpyeong Island in November, the task

ed member countries’ opinions on the

force was converted on a standing basis for

reform of regulations on bank capital and

round-the-clock operation.

liquidity and the strengthening of regulations on Systemically Important Financial

Along with this, to cope with possible

Institutions (SIFI). Based on such efforts,

surges in capital flows, the Bank of Korea

leaders of G20 countries could reach final

and the government jointly prepared a

agreement on major parts on the agenda at

“Measure to moderate fluctuations of

the Seoul G20 Summit.

Capital Inflows and Outflows” in June and
restricted foreign currency lending for pur-

Strengthening of Stability of Foreign

poses other than overseas use in July and

Exchange Market

emposed new limit on forward positions in
October. In December, the Bank of Korea,

During the year, the Bank of Korea

along with the government, prepared and

made intensive efforts to stabilize the for-

announced additional steps to ease the

eign exchange market and enhance the

volatility of capital flows with a focus on

soundness of the foreign exchange sector.

introducing a macroprudential stability
levy.

In coping with growing uncertainties of
external conditions following fiscal problems in the eurozone and exchange rate
conflicts among major countries, it closely
monitored international financial market

20

Policy in 2011
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Policy Tasks and Monetary and Credit

Considering the 2011 prospects, future
economic policy needs to be concentrated
on expanding the sustainable growth foundation along with price stabilization in

expected to continue an upward trend as

preparation for changed environment. In

exports are keeping a favorable trend fol-

tandem with this, the keen attention should

lowing faster recovery of the global econo-

be paid to strengthening macroprudential,

my and domestic consumption is increas-

considering high volatility of global eco-

ing steadily centering on private consump-

nomic environment, including frequent

tion. However, there are still downside risk

inflows and outflows of foreign capital.

I
General Economic Trends

During 2011, the Korean economy is

factors for the course of growth, including
the fiscal problem in the eurozone, China’s

The Bank of Korea plans to conduct

conversion of policy direction, growing

monetary and credit policy during 2011 by

inflationary pressure in emerging markets

placing emphasis on consolidating the

and a surge in international oil prices in the

foundation for price stability and underpin-

wake of the political unrest in North Africa

ning the continuation of a robust economic

and the Middle East. Inflationary pressures

growth, while comprehensively consider-

on consumer prices are expected to mount

ing the financial and economic situation

in terms of both demand and supply, influ-

both at home and abroad.

enced by the economic upturn, higher rates
of wage increases, the continuation of the
upward trend of house rents, knock-on
effects of China’s uneasy commodity
prices, and a surge in international raw
material prices. The current account is likely to remain in surplus, but the surplus volume is expected to reduce owing to expansion of imports following economic recovery and the run-up in international raw
material prices.
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II
Monetary and Credit Policy

1. Inflation target

During the year, the Bank of Korea exerted efforts to operate monetary policy in

The Bank of Korea set the medium-term

such a way as to keep the rate of increase in

inflation target during the 2010~2012 peri-

the CPI within the bounds of the medium-

od at 3.0±1% based on the rate of increase

term inflation target.

in the CPI (year-on-year basis).

Consumer prices posted an annual average rate of increase of 2.9 percent in 2010,
the first year within the period of application of the new medium-term inflation target, closely approaching the midpoint of
the inflation target range. By period, consumer prices reached around the 2½ percent level in the first half, but hovered at a
little above 3 percent in the latter half
owing to a surge in the prices of agricultural, livestock and marine products.

22

ANNUAL REPORT

< Chart Ⅱ - 1 >

Inflation Target and Inflation Trends
(Year-on-year)

II

3.0±1%
(Inflation target range)

Monetary and Credit Policy

2.5~3.5%
(Inflation target range)

3.0±0.5%
(Inflation target range)

CPI inflation

Core inflation

Note

: The inflation target was set in terms of core inflation in 2006 and CPI inflation
in 2007~2010.
Source : Statistics Korea「Consumer Price Trends」

2. Interest Rate Policy

al showed stable movements as demand
pressures were not all that large despite the

During the year, the Bank of Korea

economic upturn and the won/dollar

implemented monetary and credit policy in

exchange rate fell below the previous

such a way as to stabilize the financial mar-

year’s level. However, as uncertainties sur-

kets and support the recovery of the real

rounding the global economy and the

economy, while placing a focus on prevent-

international financial markets continued

ing any weakening of the foundation for

owing to the fiscal problems in the euro-

medium to long-term price stability.

zone, the Bank of Korea kept the Base Rate
at an annual 2.0 percent.

In the first half, the Korean economy
witnessed a faster than expected growth

In the latter half, the necessity of normal-

with exports increasing rapidly and domes-

izing the monetary policy stance height-

tic demand, including consumption and

ened, and inflationary pressures were

investment, rising steadily. Prices in gener-

expected to mount progressively amid the

23

continuation of the economic upturn.

Credit Ceiling Loans at an annual 1.25%,

Accordingly, the Bank of Korea raised the

taking into consideration the financial sta-

Base Rate by a 0.25% points from 2.0% to

tus of small- and medium-sized enterprises

2.25% in July and by another 0.25% points

and strengthening the incentives for lend-

to 2.5% in November. On the other hand, it

ing them.

kept the interest rate on the Aggregate

< Chart Ⅱ - 2 >

The Bank of Korea’
s Adjustments of the Base Rate

(Annual %)

(Annual %)

Note: Figures in parenthesis are dates of adjustment of the Base Rate

Meanwhile, the Bank of Korea adjusted

During the year, RP transactions were

market liquidity by means of open market

conducted on a total of 56 occasions(sales

operations such as the issuance and

52 times, purchases 4 times), 4 occasions

redemption of Monetary Stabilization

less than the previous year’s 60

Bonds(MSBs), RP transactions, and the

occasions(sales 53 times, purchases 7

acceptance of deposits with the Monetary

times). But the average balance of RPs out-

Stabilization Account, in order to induce

standing(based on the net amount) in 2010

the call rate to the level of the Base Rate.

amounted to 10.9 trillion won, an increase
of 400 billion won from the previous year’s

24
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won from the end of the previous year. By

10.5 trillion won.

period, the Bank issued 158.2 trillion won
worth of MSBs in the first half. In the latter

sharply from the previous year to 248.2 tril-

half, however, it floated just 90 trillion won

lion won but redemptions amounted to

worth of MSBs, slightly less than the

233.9 trillion won. As a result, the outstand-

redemption figure, resulting in a reduction

ing volume of MSBs stood at 163.5 trillion

of 4.1 trillion won in the volume outstand-

won at year-end, an increase of 14.3 trillion

ing.

< Table Ⅱ - 1 >

II
Monetary and Credit Policy

The volume of MSBs issued decreased

Issuance and Redemption of MSBs
Unit : trillion won

2008

2009

151.4

Redemption
Net issuance
Outstanding

126.9

Issuance

2010
Yearly

Ⅰ

Ⅱ

Ⅲ

Ⅳ

375.5

248.2

83.8

74.4

57.2

174.8

353.2

233.9

70.9

68.9

60.3

33.7

-23.4

22.3

14.3

12.9

5.5

-3.1

-0.9

149.2

163.5

162.1

167.6

164.5

163.5

32.8

Source : BOK

By maturity, the outstanding volume of

days were both replaced with MSBs with a

long-term MSBs with a maturity of at least

maturity of one calendar year, which were

one year(364 days) increased sharply, but

issued newly in June 2009, resulting in a

that of short-term MSBs with a maturity of

reduction in the outstanding issuance vol-

less than one year decreased. Among

ume.

MSBs with a maturity of 364 days and 546
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Outstanding Amount of MSBs by Maturity

< Table Ⅱ - 2 >

(As of period-end)

2008

2009(A)

Unit : trillion won, %, %p

2010
Ⅰ

Ⅱ

Ⅲ

Ⅳ(B)

change(B-A)

14-day

1.0 (000.8)

0.0 (000.0)

0.0

0.0

0.0

0.0 (000.0)

0.0

28-day

5.0 (003.9)

7.5 (005.0)

12.3

10.2

2.6

1.0 (000.6)

-6.5

63-day

0.0 (000.0)

1.0 (000.7)

2.5

1.0

0.0

0.0 (000.0)

-1.0

91-day

6.2 (004.8)

15.9 (010.6)

17.6

16.5

13.0

11.9 (007.3)

-4.0

182-day

1.9 (001.5)

1.6 (001.1)

0.4

0.0

2.9

4.8 (003.0)

3.2

Less than one year 14.1 (011.1)

26.0 (017.4)

32.8

27.7

18.4

17.8 (010.9)

-8.3

364-day

8.3 (006.6)

6.8 (004.5)

3.9

2.6

1.5

1.0 (000.6)

-5.8

546-day

3.6 (002.8)

3.4 (002.3)

2.7

2.7

2.0

0.0 (000.0)

-3.4

-

-

9.3 (006.2)

15.6

20.6

21.2

22.4 (013.7)

13.1

-

-

4.8 (003.2)

1)

1-year

1)

1.5-year

5.3

5.3

5.3

4.3 (002.6)

-0.5

99.0 (066.3) 101.9

108.8

116.0

118.1 (072.2)

19.1

At least one year 112.9 (088.9) 123.2 (082.6) 129.3

139.9

146.0

145.8 (089.1)

22.5

Total

167.6

164.5

163.5 (100.0)

14.3

2-year

100.9 (079.5)

126.9 (100.0) 149.2 (100.0) 162.1

Notes : 1) Issued from June 2009
2) The figures in parenthesis are percentage shares in total.
Source : BOK

Competitive auctions for deposits with

3. Credit Policy

the Monetary Stabilization Account, newly
introduced in October, were conducted on a

The Bank of Korea gradually siphoned

total of six occasions(maturity of 28 days).

off the liquidity provided to cope with the

Following their introduction, average out-

global financial crisis.

standing deposits stood at 1.6 trillion won
and the average one-time deposit amounted
to 800 billion won.

The Aggregate Credit Ceiling, which
had been raised to 10 trillion won in March
in order to increase bank lending to small-

In the case of outright sales and purchase

and medium-sized enterprises, was reduced

of securities, it purchased 3.2 trillion won

by 1.5 trillion won to 8.5 trillion won from

worth of Treasury bonds on a total of five

the third quarter. The step was made con-

occasions in order to expand the volume of

sidering the improvement of small- and

securities eligible for sales under RPs.

medium-sized enterprises’ fund-raising situation amid the continuation of the eco-
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for supply of credit. Meanwhile, the men-

lier supported and the subceiling for all the

tioned reduction in the Aggregate Credit

Bank of Korea’s regional branches of 4.9

Ceiling was limited to allocations to three

trillion won at the existing levels. However,

funds whose decrease was not expected to

it was decided to reduce the special assis-

have any large impact - loans for corporate

tance subceiling by 1 trillion won from the

procurement funds, electronically-

first quarter of 2011 as the necessity of

processed secured receivables loans and

assistance had diminished owing to the

trade financing. Besides this, it kept

waning of demand for the「SME Fast-

unchanged the ring-fenced special assis-

Track Program」
.

< Table Ⅱ - 3 >
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tance subceiling of 2 trillion won it had ear-
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nomic upturn and banks’ enlarged capacity

Aggregate Credit Ceiling Loans : Credit Ceiling and Lending Rate
Unit : trillion won, annual %

2008

2008

2008

2008

2008

Aug. 7

Oct. 9

Oct. 27

Nov. 3

Nov. 7

2008

2009

Credit ceiling

6.5

6.5

6.5

9.0

9.0

9.0

9.0

9.0

10.0

8.5

Lending rate

3.5

3.25

2.5

2.5

2.25

1.75

1.50

1.25

1.25

1.25

Dec. 11 Jan. 9

2009

2009

2010

Feb. 12 Mar. 23 July. 1~

The Bank of Korea reabsorbed total of

the Bank Recapitalization Fund, and 1.7

500 billion won of the 3.3 trillion won pro-

trillion won of that for the Bond Market

vided

Stabilization Fund.

in

support

of

the

Bank

Recapitalization Fund to help ensure financial institutions’ lending capacity in two

In the meantime, the Bank of Korea

steps in March and December. Of the

improved the method of operation of the

Korean-won liquidity, whose supply had

Aggregate Credit Ceiling Loans by region-

been expanded by the Bank of Korea to

al branches to enhance the efficiency of

overcome the global financial crisis, a total

financial assistance for regional SMEs

of 6.5 trillion won had not yet withdrawn as

experiencing relatively precarious financ-

of the end of 2010 - 2 trillion won of the

ing conditions. In July, it included the

increase in the Aggregate Credit Ceiling,

Seoul-based financial institutions’ lending

2.8 trillion won of the support provided for

performance to regional SMEs under the
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objects of assistance by regional branches.

tions’ application forms for support so that

In November, it introduced and brought

the effect of interest rate reduction on their

into operation an assistance sunset system

lending rate for SMEs could be more readi-

under which further fund assistance is

ly apparent and enable the relevant compa-

restricted in the case of companies whose

ny to recognize the assistance was provided

cumulative benefits exceeded a certain

under the Bank of Korea’s regional branch

level to enable more regional SMEs to

subceiling.

access the Aggregate Credit Ceiling funds.
Along with this, it raised the assistance ceil-

Meanwhile, Intra-day Overdrafts, which

ing per company from the previous 1 bil-

are designed to facilitate the seamless flow

lion won to 2 billion won to strengthen

of financial institutions’ payments and set-

financial assistance for the sectors in great

tlements, declined from a daily average of

need of strategic assistance in view of

769.7 billion won during the December of

regional economic conditions. It also intro-

the preceding year to 615.2 billion won in

duced confirmation by the company in

the same month of the year under review.

reciept of support in the financial institu-

< Table Ⅱ - 4 >

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

2008

2009

Dec.

Dec.

404.2

952.3
(519.0)

1.8

Specialized banks

Unit : billion won

2010
Jun.

Sep.

Dec.

844.0
(394.5)

826.7
(425.2)

813.2
(356.1)

607.7
(286.9)

2.9
(001.5)

0.6
(000.0)

0.3
(000.2)

1.4
(000.5)

0.0
(000.0)

191.6

576.6
(133.4)

456.3
(135.7)

355.8
(180.6)

459.7
(183.7)

493.6
(136.4)

Foreign banks’branches

226.0

459.2
(115.8)

422.5
(172.5)

450.0
(174.2)

513.6
(209.5)

568.3
(191.9)

Total

823.6

1,991.0
(769.7)

1,723.4
(702.7)

1,632.8
(780.2)

1,787.9
(749.8)

1,669.6
(615.2)

Nationwide commercial banks
Local banks

Mar.

Note : 1) The figures in parenthesis refer to net the amount of intra-day overdrafts excluding settlement balances following migration to BOK-Wire+(April 27, 2009)
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4. Improvement of Liquidity
Adjustment Method

issue or redemption of MSBs from the previous three to four. In order to ease the concentration of the redemption amount on the
maturity date arising from the fungible

efficiency, the Bank of Korea improved its

issue of two-year MSBs, a regular basis

method of liquidity adjustment and intro-

buy-back scheme was introduced in

duced competitive bidding for deposit with

September.

II
Monetary and Credit Policy

Searching to heighten monetary policy

the Monetary Stabilization Account as a
new liquidity adjustment tool.

Along with this, the Bank introduced the
Monetary Stabilization Account in a mar-

From June, the method of deciding the

ket-friendly manner from October in order

bid amount for Monetary Stabilization

to reduce the dependence on MSBs for the

Bonds(MSBs) issuance was changed. If the

case of adjustment of liquidity. Among its

amount of bids placed below the successful

institution counterparts in open market

bid rate at a competitive auction exceeds

operations(RPs) only banks are eligible to

the amount planned to be issued, all or part

take part in bidding for deposits with the

of such excess bids will be accepted taking

Monetary Stabilization Account. The max-

into consideration the bond market and

imum deposit maturity with the Monetary

market funding situations. The ceiling on

Stabilization Account is 91 days, but it has

such excess successful bids was neverthe-

so far been operated with predominant

less set 10 percent of the issuance amount

focus on 28-day maturities. Cancellation

planned to avoid the problem of growing

prior to maturity is prohibited in principle

uncertainty about the issuance volume.

except in cases recognized as unavoidable

Meanwhile, the Bank of Korea expanded

such an intensification of imbalances

the coverage of the Fungible Issue System

between supply and demand in the finan-

introduced in 2009 to enhance the liquidity

cial markets.

and marketability of MSBs, to include
those with a one-year maturity as well as
those with a two-year maturity. It also
expanded the number of bids that individual financial institution can offer for the
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The Bank of Korea’s Conduct
of Its Business

1. Financial Stability and Payment
& Settlement Business

Supervisory Service (FSS) on seven banks
and requested the FSS to examine one bank.
It placed the focus of its examinations on

Financial Stability Business

checking and appraising operating patterns,
financial status and risk management capac-

The Bank of Korea intensified the depth

ity, which can be used as information in

of its examination of financial institutions

assessing the monetary policy environment

and expanded information sharing with a

and grasping potential sources of fragility.

view to enhancing the effectiveness of mon-

In October, meanwhile, it carried out partial

etary policy. To the same end it strengthened

examinations jointly with the FSS on five

its capabilities for the analysis and appraisal

large banks with a focus on the status of

of financial system stability.

deposit and lending operations. Through
these examinations, it checked banks’ struc-

30

During the year, its examinations of

tures of fund raising and uses and status of

financial institutions focused on large banks

their household mortgage and SME loans,

with a great influence on the financial mar-

identifying areas of potential weakness with

ket. As an initial step, it conducted general

a view to charting the directions of risk

examinations jointly with the Financial

management in future.

ANNUAL REPORT

Joint Examinations and Examination Requests1)

< Table Ⅲ - 1 >

Unit : number

Joint Examinations
General Examinations

Examination Requests

Partial Examinations

2008

2009

2010

2007

2008

2009

2010

2007

2008

2009

2010

5

3

4

6

1(6)

1(9)

1(7)

1(5)

1

-

1

1

Foreign banks’
branches

1

-

1

1

-

1(1)

-

-

1

1

1

-

Total

6

3

5

7

1(6)

2(10)

1(7)

1(5)

2

1

2

1

III
The Bank of Korea’s Conduct of
Its Business

2007
Domestic banks

Note

: 1) The figures in parenthesis are the number of banks that underwent examination. Examinations of
foreign exchange-related and non-bank financial companies are excluded.
Source : BOK

Based on the MOU on information shar-

April and again in November, it published

ing revised in 2009, the Bank exerted stren-

the biannual Financial Stability Report,

uous efforts to ensure that a system of

which provides a comprehensive survey of

cooperation between financial authorities

the stability of the financial system and

took firm root. It further expanded the level

potential risk factors.

of information sharing with the FSS and
Korea Deposit Insurance Corp. and began

Meanwhile, it strengthened cooperation

sharing regular reports with the Ministry of

with the relevant domestic and foreign

Strategy and Finance and the Financial

institutions handling issues related to finan-

Services Commission (FSC). It also further

cial stability and global financial regulatory

heightened the convenience of information

reform, and it played an active part in the

use by upgrading the information computer

related international discussions. In

system to a database style.

February, the Bank of Korea and the FSC
jointly hosted a meeting of the Standing

It twice conducted financial system stress

Committee on Standards Implementation

testing, in June and again in December. In

(SCSI), which is under the aegis of the

December, in particular, it carried out the

Financial Stability Board (FSB). In

analysis and appraisal of financial stability

October, the Bank together with the FSC

by checking the possibility of systemic

held the FSB General Meeting in Seoul and

risk’s occurrence through macro-financial

also a Basel Committee on Banking

linkages by making use of the newly devel-

Supervision (BCBS) meeting jointly with

oped Satellite Model. Along with this, in

the FSS. At these meetings, the Bank
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encouraged participants to reach agreement

with this, it actively participated in discus-

on financial reform tasks. In addition, it

sions on the enactment of international

actively participated in the activities of the

standards on the payment and settlement

working group under the aegis of the FSB

system as a member of the Committee on

and the BCBS, making efforts to bring

Payment and Settlement Systems (CPSS)

about financial regulatory reform that

of the Bank for International Settlements

incorporated the positions of emerging

(BIS).

market, countries such as Korea.
As an initial step it laid out a basis not
Payment and Settlement Business

only for reducing participating institutions’
operating risk and heightening convenience

The Bank of Korea continued its efforts

in use, but also for capturing in real time all

to heighten the stability of the payment and

the call transaction information needed for

settlement system through the entry into

monetary policy purposes. In February, the

operation of the straight-through-process-

operation of the STP system for call settle-

ing (STP) system for call settlements, the

ment began. This directly connects BOK-

expansion of direct access methods

Wire+ with the call transaction intermedia-

between servers, the designation of new

tion systems of fund brokerage firms to

payment and settlement systems subject to

make possible the STP of all steps involved

surveillance, the conduct of regular

from financial institutions’ supply of funds

appraisals on important payment and settle-

after entry into a call transaction contract

ment systems, and the implementation of

until their redemption. In November, it

joint examination on the payment and set-

expanded the number of financial institutions

tlement business of financial institutions.

directly connected with the servers of BOK-

Also, it enhanced the efficiency of the pay-

Wire+ from 12 the previous year to 14.

ment and settlement system through the
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improvement of the securities settlement

By the strengthening of its supervision

system, the expansion of the electronic

of the payment and settlement system, it

information interchange of checks and bills

thwarted beforehand the possibility of set-

to the whole country, and the hook-up of

tlement risk arising. It carried out joint

ATM networks between countries. Along

examinations of seven banks and one

advise on the adequacy of the conduct of

and Clearings Institute, expanded the elec-

payment and settlement-related business.

tronic information interchange of checks

The holding of the joint examination on the

and bills to the whole country to promote

financial investment company’s fund trans-

convenience in transactions for check and

fer business was the first of its kind since

bill users and improve financial institu-

these companies began to participate in the

tions’ business efficiency. As same-day set-

retail payment system. As the settlement

tlement areas for checks and bills were uni-

volume of the Repo settlement system

fied to cover the whole country, the period

between institutions has increased sharply

necessary for bill clearings between regions

over the past few years, the system was

in different settlement areas shortened from

designated as an object of surveillance in

a maximum of five or six days to a single

March. The regular appraisal of BOK-

day. In December, with the inauguration of

Wire+ was carried out in July and that of

a linked ATM network service between

the Institutional Settlement System of

countries, holders of ATM cards issued in

Bonds in December.

their home country became able to with-
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financial investment company to check and

draw cash at ATMs in certain other counThe Bank seamlessly put into operation

tries even without belonging to a service

the plan drawn up in November 2009 to

tied in to global card companies, such as

upgrade the securities settlement system. It

VISA and Master card. The service was

formulated a scheme to support intra-day

initiated with Malaysia on Dec. 17 and it is

liquidity for financial investment compa-

planned to expand its coverage on a step-

nies in September and established specific

by-step basis to more countries, including

implementation steps on the change of

the U.S. and the Philippines, in 2011.

funds settlement banks for the stock markets operated by Korea Exchange in

As a member of the Committee on

October, following this up by explanatory

Payment and Settlement Systems (CPSS),

presentations for banks and financial

the Bank of Korea participated extensively

investment companies.

in discussions on the enactment of global
standards for the payment and settlement

In addition, the Bank of Korea, along with

system. It took part in the Steering Group
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jointly established by the CPSS and the

In 2010, the average daily volume and

International Organization of Securities

value of settlements through BOK-Wire+

Commissions (IOSCO) and in the various

were 13,097 transactions and 200.6 trillion

topic-specific subgroups, and put forward

won, respectively, representing increases of

its views on major issues. Its suggestions

20.9 percent and 10.8 percent from the pre-

centered particularly on risk management

vious year. As of the end of 2010, the num-

and the central bank’s supervisory duty, and

ber of financial institutions participating in

some of them were incorporated in the

BOK-Wire+ stood at 128, including 53

standards set.

banks, a decrease of one from the 129 at the
end of 2009.

< Table Ⅲ - 2 >

Settlement through BOK-Wire+1)
Unit : number, billion won, %

2009(A)

2010(B)

change (B-A)

% change

<Volume>
General Fund Transfer
Call Transaction System
DVP
CLS

4,176 (038.5)

4,200 (032.1)

24

0.6

407 (003.8)

1,240 (009.5)

833

204.5

4,864 (044.9)

6,302 (048.1)

1,437

29.6

19 (000.2)

26 (000.2)

7

37.9

Designated-time Net Settlement

437 (0v4.0)

374 (002.9)

-63

-14.4

Treasury Funds Receipts and Payments

875 (008.1)

899 (006.9)

24

2.7

BOK Loans

24 (000.2)

22 (0v0.2)

-2

-8.7

Government and Public Bonds

33 (000.3)

35 (0v0.3)

2

6.1

10,835 (100.0)

13,097 (100.0)

2,262

20.9

Total
<Value>
General Fund Transfer

112,013 (061.9)

100,049 (049.9)

-11,964

-10.7

Call Transaction System

22,040 (012.2)

47,665 (023.8)

25,625

116.3

DVP

13,224 (007.3)

19,027 (009.5)

5,802

43.9

CLS

1,943 (001.1)

2,149 (001.1)

205

10.6

18,297 (010.1)

19,318 (009.6)

1,021

5.6

3,560 (002.0)

3,855 (001.9)

296

8.3

947 (000.5)

892 (000.4)

-55

-5.8

8,983 (005.0)

7,692 (003.8)

-1,291

-14.4

181,008 (100.0)

200,647 (100.0)

19,639

10.8

Designated-time Net Settlement
Treasury Funds Receipts and Payments
BOK Loans
Government and Public Bonds
Total

Note : 1) On a daily average basis. The figures in parenthesis are percentage shares in total.
Source : BOK
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2. Currency Issue

registered 43,307.2 billion won, an increase
of 16 percent over the previous year-end.
This was attributable to increased demand

ducted currency issue business with a focus

for currency by the private sector amid the

on maintaining the supply of currency at an

economic recovery and an increase in the

optimum level and keeping the quality of

replacement by 50,000-won banknotes of

currency in circulation at an appropriate

part of the volume of fixed-denomination

level to meet the market’s demand for cur-

cashier’s checks. Looking at the types of

rency seamlessly.

currency issued, there was a net increase of

III
The Bank of Korea’s Conduct of
Its Business

During 2010, the Bank of Korea con-

16.6 percent over the previous year-end in
For the year as a whole, in terms of the

the issue of banknotes in value terms, led

issue and withdrawal of currency, total

by the 50,000-won banknote. The rate of

issuance amounted to 37,957.9 billion won

increase of the issue of coins, meanwhile

and 31,996.9 billion won was collected,

stood at 4.9 percent in value terms, show-

resulting in net issuance of 5,961.0 billion

ing similar growth to that of the previous

won. Consequently, as of the end of 2010,

year.

the total volume of currency in circulation

< Table Ⅲ - 3 >

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

End of 2009

2010

End of 2010

Outstanding

Issuance(A)

35,414.6 (022.5)

37,850.2

50,000 won

9,923.0 ( - )

15,496.4

6,423.1

9,073.3

18,996.2 (091.4)

10,000 won

23,259.2 (-12.9)

21,235.2

24,482.2

-3,247.0

20,012.2 (-14.0)

5,000 won

1,018.2 ( -1.5)

520.2

521.7

-1.5

1,016.7 ( -0.1)

1,000 won or less

1,214.2 (002.7)

598.4

556.8

41.6

1,255.8 (003.4)

Banknotes

Coins
Total

Withdrawal(B) Net issuance(A-B)
31,983.8

5,866.4

Outstanding
41,281.0 (016.6)

1,931.6 (004.8)

107.7

13.2

94.5

2,026.2 (004.9)

37,346.2 (021.4)

37,957.9

31,996.9

5,961.0

43,307.2 (016.0)

Note : 1) The figures in parenthesis refer to percentage changes compared with the end of previous year.
Source : BOK
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Looking at the denomination structure of

50,000-won note rose by 17.3 percentage

currency in circulation, banknotes made up

points from the end of the previous year,

95.6 percent by value and coins accounted

whereas that of the 10,000-won note fell by

for the remaining 4.4 percent. Among these

16.1 percentage points. In terms of the

banknotes, the 50,000-won note accounted

number of currency units, banknotes

for 44.0 percent of the total value of curren-

accounted for 16.4 percent of the total and

cy in circulation and the 10,000-won note

coins for 83.6 percent. Among banknotes,

made up 46.3 percent. The 5,000-won note

the 10,000-won note made up 8.6 percent

and the 1,000-won note took a 2.4 percent

of total units of currency in circulation, still

and a 2.9 percent share of the value of cur-

the highest proportion among notes.

rency in circulation, respectively. As

Among coins, the 100-won coin represent-

50,000-won notes substituted for the

ed 34.1 percent of the units of currency in

10,000-won notes and some fixed-denomi-

circulation, and the 10-won coin accounted

nation cashier’s checks, the share of the

for 29.8 percent of the total.

< Table Ⅲ - 4 > Percentage Shares in Total Banknotes and Coins by Denomination1)
(As of year-end)
Unit : %, %p

2009(A)

2010(B)

change(B-A)

Value

Number

Value

Number

Value

Number

95.1

17.3

95.6

16.4

0.5

-0.9

50,000 won

26.7

0.9

44.0

1.6

17.3

0.8

10,000 won

62.5

10.2

46.3

8.6

-16.1

-1.7

5,000 won

2.7

0.9

2.4

0.9

-0.4

0.0

1,000 won

3.2

5.3

2.9

5.3

-0.3

0.0

4.9

82.7

4.4

83.6

-0.5

0.9

2.4

8.0

2.2

8.2

-0.2

0.2

100 won

2.0

33.5

1.8

34.1

-0.2

0.6

50 won

0.3

8.2

0.2

8.2

0.0

0.0

10 won

0.2

29.6

0.2

29.8

0.0

0.2

5 won

0.0

0.9

0.0

0.9

0.0

0.0

0.0

-0.1

Banknotes

Coins
500 won

1 won
Total

0.0

2.5

0.0

2.4

100.0

100.0

100.0

100.0

-

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

issued on June 23, 2009, there has been a

50,000-won note to 65.7 percent at the end

continued trend toward its substitution for

of 2009 and 48.5 percent at the end of

10,000-won notes and fixed-denomination

2010, significantly easing the concentration

cashier’s checks. Accordingly, the share of

on the 10,000-won note within the denomi-

the 10,000-won note fell from 92.2 percent

nation structure.
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on the day just before the issuance of the
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Since the 50,000-won note was first

of the total value of currency in circulation
Percentage Shares in Total Banknotes by Denomination1)

< Table Ⅲ - 5 >

(As of period-end)
Unit : %, %p

2009
June 22

2010

Ⅲ

Ⅳ(A)

Ⅰ

Ⅱ

Change
Ⅲ

Ⅳ(B)

(B-A)

50,000 won

-

21.6

28.0

33.5

38.9

42.0

46.0

18.0

10,000 won

92.2

71.8

65.7

60.1

55.1

52.2

48.5

-17.2

5,000 won

3.6

3.0

2.9

2.9

2.7

2.6

2.5

-0.4

1,000 won
Total

4.2

3.6

3.4

3.5

3.3

3.2

3.0

-0.4

100.0

100.0

100.0

100.0

100.0

100.0

100.0

-

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

Orders placed by the Bank of Korea

24.8 percent from the previous year. These

with the Korea Minting and Security

declines were chiefly attributable to a sharp

Printing Corporation during 2010 on the

drop in the manufacturing volume of

basis of value came to 1,829.3 billion won,

50,000-won notes during the year under

a 92.0 percent decrease from the previous

review as sufficient had been secured at the

year. On a volume basis, 1,180.1 million

end of the previous year to prepare for their

banknotes were received, a decrease of

issuance.

< Table Ⅲ - 6 >

Production of Banknotes and Coins1)
Unit : billion won, millions, %

Value
2009
Banknotes

22,890.0 (089.6)

Number
2010
1,740.0(-92.4)

2009
990.0(-42.1)

2010
500.0 (-49.5)

2)

46.0 (-59.4)

89.3(094.1)

580.1(-34.1)

680.1 (017.2)

Total

22,936.0 (088.3)

1,829.3(-92.0)

1,570.1(-39.4)

1,180.1 (-24.8)

Coins

Notes : 1) The figures in parenthesis refer to percentage changes compared with the previous year.
2) Excludes commemorative coins
Source : BOK
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In May, the Bank of Korea, jointly with

up its publicity activities targeting the gen-

Korea Federation of Banks, Korea

eral public to prevent the circulation of

Federation of Community Credit

counterfeits and it cooperated still more

Cooperatives, National Credit Union

closely with the National Police Agency

Federation of Korea and Korea Federation

and other agencies. In keeping with the

of Savings Banks, mounted a month-long

characteristics of target groups, it ran

the ‘Nationwide Coin Exchange Campaign’

advertisements in buses and on the subway

to promote more active circulation of coins

and Internet banners. It also made active

and reduce manufacturing costs. As a

use of various media and other tools to pro-

result, 261.7 million coins (35.5 billion

mote PR activities by distributing anima-

won) were exchanged across the country.

tions for education and cards equipped with
anti-counterfeiting devices. The number of

Along with this, in response to an envi-

counterfeit notes detected in 2010

ronment in which the incentives for coun-

decreased by 24.1 percent from the previ-

terfeiting had increased because of the issue

ous year to 9,298, falling for the fourth con-

of the 50,000-won note, the Bank stepped

secutive year.

Counterfeit Banknotes Detected

< Table Ⅲ - 7 >

Unit : number, %

Total

2007

2008

2009(A)

2010(B)

change(B-A)

15,678

15,448

12,252

9,298

-2,954

% change
-24.1

50,000 won

-

-

16

111

95

593.8

10,000 won

8,438

5,825

4,452

2,956

-1,496

-33.6

5,000 won

6,631

9,251

7,614

6,171

-1,443

-19.0

1,000 won

609

372

170

60

-110

-64.7

Source: BOK

Apart from this, it having been decided

Family)” was issued as the first of three on

that a series of commemorative coin taking

Oct. 1. On Nov. 3, a “Seoul G20 Summit”

Korea’s UNESCO world heritage as their

commemorative coin was issued to com-

theme should be issued during 2010~2012

memorate Korea’s hosting of the G20

period, a commemorative coin depicting

Summit.

“Jongmyo (Ancestral Shrine of the Royal

38

Design
Obverse

III

Diameter : 33㎜

The Bank of Korea’s Conduct of
Its Business

Weight : 19g

Heritage

Material : Silver 99.9%

(Jongmyo)

Obverse

Summit

Character

Reverse

UNESCO World

Seoul G20
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New Commemorative Coins

< Chart Ⅲ - 1 >

Reverse
Diameter : 33㎜
Weight : 19g
Material : Silver 99.9%

Source : BOK
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3. Foreign Exchange and Reserve
Management

market showed an unstable pattern of
movements owing to attacks on the South
Korean frigate, Cheonan. As the instability

Foreign Exchange Business

of the foreign exchange market became
greater after North Korea’s shelling of
Yeonpyeong Island in November, the for-

During 2010, the Bank of Korea exerted

eign exchange market stabilization task

all-out efforts for the stability of the foreign

force was converted on a standing basis for

exchange and the foreign currency funds

the round-the-clock operation and the sys-

markets, responding to the uncertain envi-

tem of close cooperation with the govern-

ronment at home and abroad, including the

ment was built up to strengthen the Bank’s

fiscal problems in Europe, the gap of eco-

efforts to stabilize the foreign exchange

nomic growth rates between the advanced

market.

and emerging market countries, and an
increase in the geopolitical risk surrounding

Along with this, it exerted efforts to

the Korean Peninsula. It also prepared a

enhance macroprudential soundness of the

measure to moderate the volatility of capi-

foreign exchange sector through easing the

tal inflows and outflows.

procyclicality of capital inflows and outflows. In June, the Bank of Korea, the
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As external uncertainties, including the

Ministry of Strategy and Finance, the

emergence of fiscal crises in Europe,

Financial Services Commission and the

expanded from early in the year, it conduct-

Financial Supervisory Service jointly pre-

ed analysis of pending issues in global

pared and announced a “Measure to

financial markets and in-depth studies

Moderate Fluctuations of Capital Inflows

about major policy tasks, including close

and Outflows,” which calls for the intro-

monitoring of global financial market

duction of forward position limits and the

trends and the construction of Global

tightening bolstering of restrictions on the

Financial Safety Nets. In May, it set up a

use of foreign currency borrowing, among

foreign exchange market stabilization task

other things. As one element of the mea-

force as the won/dollar exchange rate rose

sures, the Bank of Korea limited the use of

at a rapid pace and the foreign exchange

foreign currency borrowing to purposes of

levy, to cope with a potential surge in capi-

increase in unnecessary demand for foreign

tal inflows in the wake of major advanced

currency funds, including foreign currency

countries’ quantitative easing.

ANNUAL REPORT

overseas use from July 1 to prevent an

III

borrowings for the purpose of won denomiIn October, the Bank of Korea and the

to small- and medium-sized enterprises for

Financial Supervisory Service jointly car-

domestic facilities funds, however, it

ried out foreign exchange examinations at

allowed foreign currency borrowing up to

major domestic banks and six foreign

the loans outstanding at the end of June

banks’ domestic branches to check whether

2010 by foreign exchange banks. In

they were implementing the measure to

December, the Bank of Korea, along with

ease fluctuations of capital inflows and out-

the Financial Supervisory Service, and the

flows. To find out if foreign exchange bro-

government prepared and announced an

kerage firms engaged in unfair brokerage

additional measure to ease fluctuations of

business, it also conducted business exami-

capital inflows and outflows, including the

nations of eight domestic foreign exchange

introduction of a macroprudential stability

brokerage firms during the year.

< Table Ⅲ - 8 >

The Bank of Korea’s Conduct of
Its Business

nated expenditures. In the case of lending

Status of Examinations on the Foreign Exchange Sector
Joint examinations for stability of the foreign
exchange market

Business examinations at domestic foreign
exchange brokerage firms

Based regulations

Clause 4, Article 35 of「the enforcement decree
of the foreign exchange transactions act」

Clause 3, Article 35 of「the enforcement decree
of the foreign exchange transactions act」

Purpose

Check of factors hampering stability of the foreign
exchange market
(Check of policy effects and changes in fund
raising and mobilization following the implementation of the measure to ease fluctuations of capital
inflows and outflows)

Check of adequacy of business implementation
and managerial soundness

Target institutions 6 foreign exchange banks

8 foreign exchange brokerage firms

Examination
period

3~5 business days for each company

7 business days for each bank

The Bank of Korea also made efforts to

CMIM was officially launched effects upon

expand regional financial safety nets in the

the mutual exchange of agreements on fund

Asian region by actively participating in the

assistance by 14 central banks in the region,

establishment of the Chiang Mai Initiative

including the Bank of Korea. The CMIM

Multilateralization (CMIM). In March, the

framework constitutes a regional Financial

41

Safety Net through systematic liquidity

cluded with the Federal Reserve of the U.S.

assistance among ASEAN+3 member

in October 2008 came to an end. In April,

countries in event of a crisis. The total vol-

the won/yen currency swap contract with

ume is $120 billion ($19.2 billion contribu-

the Bank of Japan, which was temporarily

tied by South Korea).

expanded to $20 billion in December 2008
to cope with the global financial crisis, was

In February, the $30 billion currency
swap contract that the Bank of Korea con-

< Table Ⅲ - 9 >

Classification

Currency
swap for
liquidity
assistance

CMI
Multilateralization
CMI currency
swap for
preparation of
crisis4)

restored to the original amount equivalent
to $3 billion.

Details of Currency Swap Facilities between BOK and foreign central banks

Counterpart

Amount

Initial contract date

Remarks

U.S.

$30 billion

Oct. 2008

China

180 billion yuan
(38 trillion won)1)

Dec. 2008

-

Japan

Amount
equivalent to $20 billion

May 2005

Restored to the orginal amount in
April 20102)

Among
ASEAN+3
member
countries
(including
Hong Kong)

$120 billion3)

Dec. 2009
(Effectuation in March
2010)

The Bank of Korea takes partial
charge of $19.2 billion (16%) and
can get support of the same
amount to the maximum in case
of necessity.

Japan

$10 billion

July 2001

Malaysia

$1.5 billion

July 2002

Termination in Feb. 2010

Notes : 1) Amount equivalent to $26 billion
2) Expanded from the amount equivalent to $3 billion to $20 billion in Dec. 2008
3) Each country’
s share of expenses : China and Japan $38.4 billion each (32% each), ASEAN
$24 billion (20%)
4) As of the end of 2010
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value. dollars of assets denominated in

Reserve management

other foreign currencies in the wake of the
As of the end of 2010, the nation’s for-

euro’s weakness.

III

eign exchange reserves stood at 291.6 bilLooking at the components of the for-

lion dollars since the previous year-end.

eign exchange reserves, foreign exchange

This was attributable to an increase in oper-

in the form of deposits and securities

ational profits and the collection at maturity

increased by 21.7 billion dollars from the

of funds from the Bank of Korea’s currency

previous year-end. Meanwhile, there was a

swap transactions with the National

decrease of 200 million dollars in SDRs,

Pension Fund, which offset the effect of a

but very little change in the country’s IMF

decrease in the U.S. dollar translation

position and holdings of gold.

< Table Ⅲ - 10 >

The Bank of Korea’s Conduct of
Its Business

lion dollars, having increased by 21.6 bil-

Changes in Foreign Exchange Reserves
(As of year-end)
Unit : million U.S. dollars

2009(A)

2010(B)

change(B-A)

269,995

291,571

21,576

265,202

286,926

21,724

982

1,025

43

Gold

79

80

1

SDR

3,732

3,540

-192

Foreign exchange reserves
Foreign exchange
Reserve position in IMF

Source : BOK

The Bank of Korea managed the foreign

assets at a level higher than in normal times

exchange reserves with the aim of securing

and constructed a concentration monitoring

their safety and liquidity during 2010 as

system for individual trade institutions and

uncertainties about external conditions

investment products with high credit risk. It

expanded owing to fiscal problems in

also flexibly adjusted the maturities of

Eurozone and exchange rate frictions

investment products in response to the

between major countries. To prepare for a

heightened volatility of international inter-

possible recurrence of global financial cri-

est rates.

sis, it kept the share operated as liquidity

43

After June 2010, as foreign exchange

percentage point from the end of the previ-

reserves rose significantly and the invest-

ous year. This figure is slightly higher than

ment confidence in global financial mar-

the share of U.S. dollars in the world’s total

kets improved owing to the expextations of

foreign exchange reserves (IMF basis),

U.S. Federal Reserve’s additional quantita-

which stood at 61.3 percent as of the end of

tive easing, it exerted efforts to promote

September.

profitability in so far as this does not detract
from the safety and liquidity of foreign
exchange reserves.

By asset class, the share of bonds issued
by government, government agencies and
asset-backed securities stood at 35.8 per-

Viewing the composition of assets as of

cent, 21.8 percent and 16.1 percent, respec-

the end of 2010, the share of the investment

tively, down 2.3 percentage points, 0.5 of a

tranche fell by 1.5 percentage points from

percentage point and 1.3 percentage points

the end of the previous year to 82.5 percent.

from the previous year-end. On the other

The share of assets entrusted to external

hand, the share of corporate bonds and

asset managers increased by 0.2 of a per-

stock holdings rose by 1.4 percentage

centage point to stand at 14.3 percent

points and 0.7 of a percentage point,

owing to an increase in stock investment

respectively, to 16.5 percent and 3.8 per-

and that of the liquidity tranche rose by 1.3

cent. It reduced the share of asset-backed

percentage points to 3.2 percent, influenced

securities, taking into account the persistent

by efforts to secure liquidity following

sluggishness in the U.S. housing market

financial market turbulence at home and

and the end of the U.S. Federal Reserve’s

abroad. In terms of currency composition,

MBS purchase program. It expanded

assets were allocated among major curren-

investment in corporate bonds and stocks

cies, including the U.S. dollar, the Euro, the

as part of its efforts to diversify investments

Japanese yen and the British pound, in

for the more effective operation of foreign

order to hedge the foreign exchange risk of

exchange reserves as investment conditions

the foreign exchange reserves. As of the

gradually improved owing to the weaken-

end of 2010, the share of U.S. dollar

ing risk-aversion tendency in global finan-

denominated assets in the foreign exchange

cial markets.

reserves stood at 63.7 percent, up 0.6 of a
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(As of year-end)

2008
1. By purpose

Liquidity tranche

2010(B)

change(B-A)

1.9

3.2

1.3

76.1

84.0

82.5

-1.5

External management tranche 18.1

14.1

14.3

0.2

U.S. dollars

64.5

63.1

63.7

0.6

Others

35.5

36.9

36.3

-0.6

8.4

4.0

6.0

2.0

31.8

38.1

35.8

-2.3

Deposits

III
The Bank of Korea’s Conduct of
Its Business

3. By asset class

Unit : %, %p

2009(A)

5.8

Investment tranche

2. By currency

ANNUAL REPORT

Percentage Shares in Foreign Assets

< Table Ⅲ - 11 >

Securities
Government bonds
Agency bonds

22.4

22.3

21.8

-0.5

Corporate bonds

16.9

15.1

16.5

1.4

ABS

17.0

17.4

16.1

-1.3

3.5

3.1

3.8

0.7

100.0

100.0

100.0

-

Stocks
Total
Source : BOK

Along with this, the Bank of Korea

investment decision making system to

made efforts to preserve the value of the

gather various opinions in the investment

foreign exchange reserves and build a foun-

decision making process and enhance the

dation to create stable returns, reflecting

credibility in relation to the operation of

changes in operational conditions at home

foreign exchange reserves.

and abroad, including the increase in the
volume of the foreign exchange reserve

Besides, it developed the「FROMs com-

and the heightened uncertainties in global

prehensive situation check system」inter-

financial markets. As a first step, it opti-

nally and operated it to detect a system’s

mized asset distribution by seeking a long-

failure situation at an early stage and take a

term investment time-horizon and integrat-

preemptive step by checking the overall

ing direct assets and entrusted assets. For

operational status of the foreign exchange

the management of exchange risk, it sepa-

reserve operation systems in real time. It

rated out the operation of currency compo-

also enhanced the safety of the settlement

sition and the exchange position of invest-

system by building an overseas-based fund

ment assets. In addition, it improved the

settlement system at the London
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Representative Office of the Bank of

ernment's G20 Summit Preparation

Korea, which enables the operation of the

Committee (Preparation Committee here-

settlement business of foreign currency

inafter), held the G20 Finance Ministers

funds without interruption even in case of

and Central Bank Governors' Meetings

emergency.

three times and the Deputies' Meetings five
times. It implemented in-depth studies on

International Cooperation

major items on agenda, including a
Framework for Strong, Sustainable and

During 2010, the Bank of Korea was

Balanced Growth and Global Financial

extensively involved in international coop-

Safety Net(GFSN) and provided its find-

erative activities, including preparations for

ings to the Preparation Committee and the

the G20 Summit, contributions to interna-

central banks of member countries. Also, it

tional financial organizations, participa-

made active use of the G20 Central Bank

tions in annual general meetings, strength-

Network, set up in 2009 at Bank of Korea’s

ening of Asian financial cooperation and

suggestion, to initiate a lively exchange of

the expansion of cooperative exchange

views about central bank related items and

with foreign central banks.

gather member countries’ opinions on
major issues on the agenda for discussion at
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Above all, the Bank of Korea and the

the meetings. The Bank of Korea, the

government jointly organized the G20

Financial Services Commission and the

Finance Ministers and Central Bank

Financial Supervisory Service jointly held

Governors' Meetings, the Financial

a meeting of the FSB’s Standing

Stability Board(FSB) General Meeting,

Committee on Standards Implementation

and a meeting of the Basel Committee on

(SCSI), FSB General Meeting and a BCBS

Banking Supervision(BCBS) and succeed-

meeting, and sought to coordinate member

ed in reaching prior agreements in principle

countries' opinions on financial reform

on major issues, thereby contributing to

tasks, including the reform of regulations

their successful resolution at the Seoul G20

on bank capital and liquidity (Basel III) and

Summit. As co-chairman of the G20

the solution of the moral hazard problem

Finance Ministers and Central Bank

presented by Systemically Important

Governors' Meeting, it jointly with the gov-

Financial Institutions (SIFI). Along with

of FSB and of the working group reporting

major countries, including Korea, to buy

to BCBS, endeavoring to have the positions

back contributions paid in their own cur-

of Korea and other emerging markets when

rencies with U.S. dollars in September

financial reform tasks are discussed.

2009 as part of its efforts to expand its lend-

III
The Bank of Korea’s Conduct of
Its Business

countries. Meanwhile, IBRD requested

ANNUAL REPORT

this, it actively participated in the activities

ing facility to cope with the global financial
In a further move, it additionally con-

crisis. The Bank of Korea responded by

tributed or subscribed a total amount equiv-

accepting the IBRD’s request in considera-

alent to 150 million dollars to international

tion of the international cooperation in

financial agencies of which Korea is a

responding to the crisis and its cooperative

member. To support the social and econom-

relations with IBRD. It thus bought back its

ic development of low income developing

922.5 billion won contribution at a cost of 8

countries, it subscribed a further 80.25 mil-

million U.S. dollars.

lion dollars to the International Development
Association(IDA), and 14.62 million dol-

Besides this, it participated in various

lars to the Africa Development Fund(AfDF).

meetings, including the annual general

For technical assistance to low-income

meetings of international financial organi-

developing countries, it contributed 31.78

zations such as IMF, the World Bank

million dollars to the Asian Development

Group and the ADB, mounting intensive

Bank(ADB), 10.50 million dollars to the

financial diplomacy activities including the

International Bank for Reconstruction and

discussion of current global economic

Development(IBRD), 83.3 million dollars

issues. In July, it took part in the IMF Asia

to the Inter-American Development

Conference in Daejeon, which was held

Bank(IDB), 90,000 dollars to the

under the title of “Asia21: Leading the

International Monetary Fund(IMF), and

Way Forward,” contributing to the success-

20,000 dollars to the Common Fund for

ful conclusion of the conference. As a part

Commodities(CFC). It agreed to lend 500

of its efforts to set up personnel exchanges

million Special Drawing Rights(SDR) to

with international financial organizations

the Poverty Reduction and Growth Trust

and central banks of major countries, it

(PRGT) of IMF, joining the efforts of glob-

expanded the secondment of its officials to

al society for the support of less developed

the

World

Bank,

Inter-American

47

Development Bank (IDB), the Bank of

Pacific Central Banks(EMEAP) and South

England, the European Central Bank

East Asian Central Banks(SEACEN). In

(ECB), the People's Bank of China and the

particular, it stepped up the level of its

Bank of Japan, and agreed with the IMF to

activities within EMEAP with a view to

undertake joint studies on four projects.

heightening the profile of EMEAP as a
body for Asia-Pacific region. It took on the

The Bank of Korea also made efforts to

chairman of the 2011 EMEAP Governors'

strengthen financial cooperation in the

Meeting which it decided to hold in Jeju. It

Asian region. In March, a financial support

was also able to arrange the workshop of

system was put in place with the entry into

the EMEAP Monetary Financial Stabilization

the Chiang Mai Initiative Multilateralization

Committee and that of IT directors’ general

(CMIM) against the outbreak of a crisis

in Seoul. It participated in the second tripar-

involving regional countries. To support it,

tite-country (Korea, China, Japan) central

the Bank of Korea contributed to the estab-

bank governors’ meeting held in Japan at

lishment of the ASEAN+3 Macroeconomic

which it was decided to hold the 2011

Research Office (AMRO) within the

meeting in Seoul. For the first time, it

region. It also actively participated in dis-

attended the regular consultative meeting

cussions on the setting-up of a Credit

with the Bank of Russia held in Russia,

Guarantee Investment Facility (CGIF) and

broadening the scope of its cooperative

an Asian Bond Market Forum (ABMF)

exchanges. It also held the regular consulta-

and the introduction of a Regional

tive meetings with the Bank of Japan and

Settlement Intermediary.

Deutsche Bundesbank in Jeju. It consistently provided technical assistance for central
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It also made energetic efforts to strength-

banks of developing countries by inviting

en the framework of cooperation with for-

central bank officials of Vietnam and Papua

eign central banks and central bank cooper-

New Guinea to a job training program.

ation organizations. It played a dedicated

Besides this, it held the ‘Central Banking

role in the activities of organizations for

Seminar’ for the central bank officials of

central bank cooperation including the

major countries and Central Banking Study

Bank for International Settlements(BIS),

Program for central bank officials of devel-

the Executives’ Meeting of East Asia and

oping countries and countries in transition.
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4. General Business
to 10,729.8 billion won as of the end of

Deposits and Credits

III

2010, a decrease of 2,372.6 billion won

The Bank of Korea’s Conduct of
Its Business

from the previous year-end.

The Bank of Korea’s outstanding loans
extended to financial institutions amounted

< Table Ⅲ - 12 >

Loans of the Bank of Korea1)
Unit : billion won

Outstanding

Aggregate Credit Ceiling Loans
2)

Special Loans

Total

Change

End of 2009

End of 2010

2009

2010

9,805.8

7,936.2

1,699.6

-1,869.6

3,296.6

2,793.6

3,296.6

-503.0

13,102.4

10,729.8

4,996.2

-2,372.6

Notes : 1) Excludes loans to government
2) Loans to the Korea Finance Corp. to support the recapitalization of financial institutions
Source : BOK

The Bank of Korea’s deposits increased

won and the translation value of foreign

by 9,378.4 billion won to 119,917.8 billion

currency-denominated deposits increased

won as of the end of the year under review.

by 8,536.1 billion won.

By type of deposit, Korean won-denominated deposits increased by 842.3 billion

< Table Ⅲ - 13 >

Deposits with the Bank of Korea
Unit : billion won

Outstanding
End of 2009
Won deposits
Financial institutions
Non-resident1)
Foreign currency deposits
Total

Change

End of 2010

2009

2010

35,035.1

35,877.4

-17,543.8

842.3

30,540.1

32,348.7

-3,654.0

1,808.6

4,495.0

3,528.7

-13,889.8

-966.3

75,504.3

84,040.4

47,525.9

8,536.1

110,539.4

119,917.8

29,982.1

9,378.4

Note : 1) Won deposits of international organizations, including the IMF
Source : BOK
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billion won. Accordingly, as of the end of

Treasury Business

2010, the outstanding balance of the govDuring the year, Treasury funds includ-

ernment’s current deposit account with the

ing the balance of special funds registered a

Bank of Korea stood at 6,230 billion won,

net surplus of 1,409.6 billion won as rev-

having increased from its 4,820.4 billion

enues collected amounted to 868,692.7 bil-

won as of the end of 2009.

lion won and disbursements to 867,283.1
< Table Ⅲ - 14 >

Revenues and Disbursements of Treasury Funds
Unit : billion won

Balance as of
end of 2009
Government Current Deposit Account

4,820.4

2010
Treasury
revenue(A)

Treasury
disbursement(B)

Change
(A-B)

868,692.7

867,283.1

1,409.6

Balance as of
end of 2010
6,230.0

Source : BOK

Meanwhile, the number of financial

of Korea for the convenience of individual

institutions’ headquarters and branches

taxpayers, stood at 16,672 in all as of the

handling Treasury business, which are des-

end of the year under review, 430 more

ignated as Treasury agencies by the Bank

than the 16,242 at the previous year-end.

< Table Ⅲ - 15 >

Treasury Agencies
(As of year-end)
Unit : number

2009(A)

2010(B)

Change(B-A)

1)

7,312

7,448

136

2)

Type B

8,930

9,224

294

Total

16,242

16,672

430

Type A

Notes : 1) commissioned directly by BOK ; banks and the federations of non-bank financial companies
2) recommissioned as agencies by their federations ; non-bank financial companies
Source: BOK

In a further move to heighten convenience for the general public, the govern-

Credit Cooperatives, Credit Unions, and
Savings Banks from 2010.

ment allowed people to receive Treasury

50

funds or tax refunds through financial insti-

Concerning loans to government, in

tutions for small savers such as Community

accordance with the ceiling limit on duly

set the ceiling on credit to government at

porary government borrowings from the

32,300 billion won, the same as in the pre-

central bank, the Bank of Korea on the res-

vious year.
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approved by the National Assembly tem-

III

olution of the Monetary Policy Committee

The Bank of Korea’s Conduct of
Its Business

< Table Ⅲ - 16 >

Ceilings on Loans to Government
Unit : billion won

Ceiling on Temporary Loans

2009(A)

2010(B)

32,300.0

32,300.0

Change(B-A)
0.0

Source : BOK

Accordingly, the Bank of Korea extend-

Within the year loans of 1,117.2 billion

ed loans amounting to 44,000 billion won

won were extended to the Special Account

to the government’s Treasury Single

for Grain Management and an amount of

Account(TSA) and 1,400 billion won to the

1,117.2 billion won, representing all of the

Public Capital Management Fund during

funds that had been provided to it in the

the year, but collected all of the loans.

previous year, was collected.

< Table Ⅲ - 17 >

Loans to Government
Unit : billion won

End of 2009
outstanding
Treasury Single Account
Public Capital Management Fund
Special Account for Grain Management

0.0

2010
Loans(A)

Redemption(B)

44,000.0

44,000.0

Change(A-B)

End of 2010
outstanding

0.0

0.0

0.0

1,400.0

1,400.0

0.0

0.0

1,117.2

1,117.2

1,117.2

0.0

1,117.2

Source : BOK

Securities Business

redeemed, resulting in net issuance of
14,292.8 billion won. Consequently as of

During the year under review, Monetary

the end of 2010, outstanding MSBs

Stabilization Bonds(MSBs) to a total value

reached 163,530 billion won, 9.6 percent

of 248,150 billion won were issued while

more than at the previous year-end.

233,857.2 billion won worth were

51

Issuance and Redemption of MSBs

< Table Ⅲ - 18 >

Unit : billion won

Monetary Stabilization Bonds

2010

End of 2009
outstanding

Issuance(A)

Redemption(B)

149,237.2

248,150.0

233,857.2

Net issuance(A-B)
14,292.8

End of 2010
outstanding
163,530.0

Source : BOK

Carrying out the issuance and redemp-

worth, resulting in net issuance of 29,223.4

tion of Treasury Bonds on behalf of the

billion won. Consequently as of the end of

government, the Bank of Korea issued

2010, the outstanding amount issued had

77,721.4 billion won worth of Treasury

increased by 10.4 percent from the previ-

bonds and redeemed 48,498 billion won

ous year-end to 310,076.7 billion won.

< Table Ⅲ - 19 >

Issuance and Redemption of Treasury Bonds
Unit : billion won

Treasury bonds

2010

End of 2009
outstanding

Issuance(A)1) Redemption(B)2) Net Issuance(A-B)

End of 2010
outstanding

280,853.3

77,721.4

310,076.7

48,498.0

29,223.4

Notes : 1) Includes 2,925 billion won by issuance through conversion offers
2) Includes 22,292 billion won redeemed early (Buy-back) or redemption through conversion offers
Source : BOK

Looking at the type of Treasury Bonds

maturities decreased by 2.1 percentage

issued by maturity, Treasury Bonds with 3-

points and 3.0 percentage points, respec-

year, 5-year, 10-year, and 20-year maturi-

tively.

ties accounted for 14.4 percent, 33.5 percent, 40.9 percent and 11.2 percent of the
amount issued and outstanding. The shares
of long-term Treasury Bonds with 10-year
and 20-year maturities increased by 2.3
percentage points and 2.8 percentage
points, respectively, from the previous
year-end, but those with 3-year and 5-year
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< Table Ⅲ - 20 >

Outstanding Amount of Treasury Bonds by Maturity1)
(As of year-end)
Unit : billion won, %, %p

2008

2009(A)

2010(B)

Change(B-A)

26,667.0 (011.1)

46,290.0 (016.5)

44,589.0 (014.4)

-1,701.0 ( -2.1)

5-year

101,173.0 (042.3)

102,649.0 (036.5)

104,017.0 (033.5)

1,368.0 ( -3.0)

95,939.1 (040.1)

108,362.1 (038.6)

126,768.2 (040.9)

18,406.1 (002.3)

1,774.0 (000.7)

1,774.0 (000.6)

2,941.0 (000.9)

1,167.0 (000.3)

20-year

15,511.2 (006.5)

23,552.2 (008.4)

34,702.5 (011.2)

11,150.3 (002.8)

Total

239,290.3 (100.0)

280,853.3 (100.0)

310,076.7 (100.0)

29,223.4 (000.0)

2)

10-year

(Inflation-linked)

III
The Bank of Korea’s Conduct of
Its Business

3-year

Notes : 1) The figures in parenthesis are percentage shares.
2) Includes inflation-linked Treasury Bonds
Source : BOK

Meanwhile, the issuance of inflation-

smoothly and applying the newly intro-

linked Treasury Bonds (10-year maturity),

duced national accounting standards in

which had been suspended since August

their accounting treatment.

2008 due to sluggish demand after their initial issuance in March 2007, was resumed

The Public Capital Management Fund

in June 2010. In September 2010, the Bank

Omnibus Account, set up by the govern-

of Korea additionally introduced a conver-

ment to secure and supply funds necessary

sion offer system for inflation-linked

for public purposes, including fiscal financ-

Treasury bonds.

ing, and to manage effectively the issuance
and redemption of Treasury Bonds, raised

Fund Management Business

148,761.8 billion won during the year
through the issuance of Treasury Bonds,

In the year under review, the Bank of

receipt of principal and interest on deposits,

Korea carried out its fund management

and placements from other funds. Of this

business concerning the Public Capital

amount, 64,959.9 billion won was used for

Management Fund, the Public Funds

the redemption of principal and interest on

Redemption Fund and the Bounty Fund on

Treasury bonds, 80,299.8 billion won was

Farmers’ and Fishermen’s Property

operated with the General Account and the

Formation Deposits in a stable manner, by

Foreign Exchange Stabilization Fund,

managing fund supply and demand

572.9 billion won was used for the pur-
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chase of provincial bonds, and 2,391.6 bil-

lution of the liabilities of the Deposit

lion won was used for the payment of prin-

Insurance Fund Bond Redemption Fund

cipal and interest on deposited funds.

and the Non-Performing Loan Resolution
Fund for financial restructuring, raised a

Meanwhile, the Public Capital

total of 20,155.9 billion won, of which

Management Fund Resources and use of

15,171.2 billion won was from the Public

Treasury Loan Account, set up to manage

Capital Management Fund and 4,951.1 bil-

the lending and collection of funds neces-

lion won represented a transfer from the

sary for improving national welfare and

General Account. An amount of 20,148.9

supporting major industries, mobilized

billion won of these resources was used for

6,736.5 billion won through deposits and

the payment of principal and interest on the

the receipt of the principal and interest on

deposits of the Public Capital Management

loans. Of this amount, 6,540.3 billion won

Fund.

was operated for the payment of principal
and interest on deposited funds and 184.1

Apart from this, the Bounty Fund on

billion won was used for the provision of

Farmers’ and Fishermen’s Property

loans.

Formation Deposits, set up to support the
formation of capital by farmers and fisher-

The Public Capital Management Fund

men and the creation of a stable foundation

Resources and Use of Loan Account, set up

for their livelihood, raised 63.1 billion

to manage the withdrawal and redemption

won from the Bank of Korea and 65.2 bil-

of financing loans introduced under public

lion won from the government. An amount

loan agreements with international cooper-

of 128.2 billion won was utilized for the

ation organizations, foreign governments or

payment of the Bounty Fund on Farmers’

foreign corporations, mobilized 1,128.3 bil-

and Fishermen’s Property Formation

lion won through the receipt of relending

Deposits.

facilities and redeemed 826.6 billion won
in principal and interest on financing loans.

The Public Funds Redemption Fund,
which was set up for the friction-free reso-

54

ANNUAL REPORT

Economic Education for the General Public

wishes to study economics systematically
by making use of various educational materials without any restrictions as to time or

economic education throughout the year

place, the Bank of Korea devoted its efforts

with an emphasis on on-site education,

to the active operation of “BOK Economic

online education, education using the Bank

Education Website.” While constantly

of Korea Museum, and the development of

refining the content of the website, it held a

educational materials.

variety of events. It upgraded the website in

III
The Bank of Korea’s Conduct of
Its Business

The Bank of Korea actively pursued

such a way as to improve its accessibility
Firstly, with respect to on-site economic

and design. It also designated 17 schools

education, it provided various educational

across the country, noted as utilizing the

programs for a wide range of educational

website extensively, as “cyber economic

target groups, including Economic

education model schools,” and provided

Lectures for Schools, Economy Camp for

them with various measures of support,

Youths, BOK Friday Lectures for the gen-

actively underpinning their economic

eral public, and job training courses for

learning through the economic education

teachers in charge of social studies/eco-

website. Encouraged by such wide-ranging

nomics. A total of 274,000 people followed

efforts, the number of visitors to the home-

educational courses at 2,762 events. In par-

page came to 5.56 million during the year.

ticular, the Bank of Korea actively expand-

Along with this, an economic cartoon

ed in-depth economic educational pro-

book, “Richland Escapes Dangerous

grams, including series of at least three spe-

Crisis,” was published to help youths

cial lectures, to enhance the educational

acquire an interest in the economy and

effect. Besides this, in the “Monetary

study more readily.

Policy Contest” that the Bank of Korea
holds for university students nationwide to
enhance their interest and understanding of
the financial economy, 69 teams from 48
universities took part.

In the meantime, to help anybody who
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< Table Ⅲ - 21 >

Economic Education Performance
Unit : times, persons

2009
Participants

Events

Participants

Events

Participants

1,854

192,150

2,143

214,703

289

22,553

1,077

76,192

1,221

74,992

144

-1,200

Middle

405

75,970

460

73,487

55

-2,483

High

264

36,100

404

63,880

140

27,780

77

2,795

29

1,243

-48

-1,552

1,823

191,057

2,114

213,602

291

22,545

22

737

20

743

-2

6

Lectures

Elementary

Others
Subtotal

Special Program

Change

Events
Youths(A)

Economy camp
Training for teachers

9

356

9

358

0

2

31

1,093

29

1,101

-2

8

852

79,000

619

59,059

-233

-19,941

148

9,990

149

7,503

1

-2,487

Military

164

25,130

146

24,660

-18

-470

Disadvantaged groups1)

171

9,807

122

6,937

-49

-2,870

Public officials

118

7,617

23

1,300

-95

-6,317

2)

251

26,456

179

18,659

-72

-7,797

2,706

271,150

2,762

273,762

56

2,612

Subtotal

General(B)
University (Graduate School)
Lectures

2010

Others

Total(A+B)

Notes : 1) Retirees, refugees, disabled persons, members of multicultural families, etc.
2)“Friday Lectures”etc.
Source : BOK

In a further move, the Bank of Korea

lectures on currency and culture and week-

reorganized the exhibition gallery of

end economic lectures, actively seeking to

'Money and the National Economy' and the

meet visitors’ cultural requests. As a result,

Information Hall of the Bank of Korea

the number of visitors to the museum came

Museum on the occasion of the 60th

to 170,000 in 2010.

anniversary of its foundation. It also staged
specially-designed exhibitions during the
year to heighten understanding and interest
among the general public about currency
and finance. It similary arranged various
educational and cultural programs, including events to which the underprivileged
were invited, children's museum classes,
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IV
Foreign Exchange Policy and
Financial System Management
of the Government

IV
Foreign Exchange Policy and
Financial System Management
of the Government

1. Foreign Exchange Policy

zations to the list of institutions participating in the Foreign Exchange Market

Improvement of Foreign Exchange

Stabilization Council and upgraded the

Transaction Law and Regulation

composition of its members to vice minister level at each ministry.

The government amended the “Foreign
Exchange Transaction Regulation” on three

In July, it reintroduced the forward posi-

occasions to strengthen domestic financial

tion limits for foreign exchange banks to

institutions’ competitiveness and promote

moderate the volatility of capital inflows

foreign exchange transaction convenience

and outflows. In August, it added foreign

for domestic companies and the general

currency loans, the trading of foreign cur-

public. In May, it added the purchase, sale

rency loan securities and the trading of real

and brokerage of derivatives whose under-

estate and other tangible and intangible

lying assets are general products to the per-

assets to the business scope of collective

mitted business range of foreign exchange

investment business. It also added foreign

business of investment traders, collective

currency loans, the trading of foreign cur-

investment business and investment bro-

rency loan securities and the trading of

kers. It also added private research organi-

other tangible and intangible assets to the
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business scope of discretionary investment

Introduction of a forward position limit

advisors and trust business dealers. Where

system

domestic shipping agents pay ocean freight
costs for convenience in corporate activi-

The government and the Bank of Korea

ties, they were exempted from the obliga-

introduced a forward position limit system,

tion to report payments to a third party or

which applies to all currency-related deriv-

payments that do not pass through a foreign

atives, including futures, foreign exchange,

exchange bank.

currency swaps and NDFs for banks in
July, considering that forward transactions

Drive to Enhance Macroprudential

between enterprises and banks worked as a

in the Foreign Exchange Sector

key factor during increases in financial
institutions’ foreign currency borrowings.

To minimize side effects from frequent

The forward position limit was set at 50

capital inflows and outflows, the govern-

percent of equity capital at the end of the

ment, jointly with the Bank of Korea and

previous month for domestic banks and

the Financial Supervisory Service, pre-

250 percent of equity capital for foreign

pared and announced in June a “Measure to

banks’ domestic branches. However, it was

Moderate Fluctuations of Capital Inflows

brought into operation on and from Oct. 9

and Outflows,” which calls for the intro-

after a three-month grace period to help

duction of a forward position limit system.

financial institutions and companies carry

In December, further measures to ease fluc-

out financial and real trade transactions

tuations of capital inflows and outflows

without the imposition of an excessive bur-

were prepared, which call for the reimposi-

den.

tion of a withholding tax on foreigners’
bond investments and the introduction of

Reimposition of withholding tax on for-

macroprudential levy system, to respond

eigners’ bond investments

preemptively to the possibility of capital

58

inflows in the wake of a surge in global liq-

In the recognition that an excessive

uidity stemming from the low interest rate

expansion of foreigners’ bond investment

and quantitative easing policies of

could increase market volatility and spread

advanced countries.

systematic risk to the overall economy, the

crisis. The system is to be implemented in

est income and capital gains from Treasury

the latter half of 2011.
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exemption of taxation of foreigners’ inter-

bonds and MSBs was withdrawn, and flex-

IV

ible tax rates were imposed as of Jan. 1,

Foreign Exchange Policy and
Financial System Management
of the Government

2011 through the amendment of the
Income Tax Act and Corporate Tax Act in
December.

Introduction of macroprudential levy system

The government, along with the Bank of
Korea and the FSS, announced the introduction of a macroprudential levy system
in December for the purpose of enhancing
macroprudential soundness, improving the
foreign currency debt structure and
strengthening crisis response capacity. It
was decided to impose the levy on nondeposit foreign currency debt outstanding
at financial institutions and to set the rates
to be levied at a later stage, considering the
effects of the policies introduction and the
scale of the burdens of financial institutions. The Ministry of Strategy and Finance
was designated as the lead institution for
the levy and the Bank of Korea was entrusted with the task of collecting and managing
the levy, and to make use of accumulated
financial resources as a source of foreign
currency liquidity supply in the event of a
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2. Financial System Management

In the case of banks, first of all, it made
an upward adjustment of the proportion of

Realignment of Financial Legislation

outside directors from at least 50 percent to
in excess of 50 percent of the total number

During 2010, finance-related laws and

of directors. It also specifically stipulated

regulations were revised in such a way as to

reasons for the disqualification of outside

improve financial institutions’ corporate

directors to prohibit major shareholders or

governance, including the strengthening of

their specially related persons from becom-

qualifications for outside directors, and to

ing outside directors, thereby strengthening

bolster the financial consumer protection.

the independence of the board of directors.

To help reduce the burden of interest pay-

It also made it obligatory for the audit com-

ment for the general public, financial

mittee to appoint more than one committee

arrangements for those in lower income

member from persons expert in accounting

groups were also modified by, for example,

or finance, thus enhancing the expertise of

lowering the maximum interest rate on

the audit committee. An obligatory provi-

loans.

sion in “Commercial Act” was applied to
the voting rights of major shareholders

Improvement of corporate governance to

when appointing outside directors who are

enhance management transparency and

to become members of the audit committee.

responsibility

In such cases, major shareholders are not to
exercise voting rights in excess of 3 percent,

To enhance the transparency and respon-

thereby strengthening the neutrality of the

sibility of financial institutions’ manage-

committee. Along with this, it was made

ment, the government improved corporate

obligatory for banks to establish internal

governance-related systems, including the

rules concerning their governance structure,

outside director system, the audit commit-

including qualifications for directors, stan-

tee system, internal rules relating to the

dards and procedures for the appointment

governance structure, and eligibility condi-

and resignation of executives, the types and

tions for major shareholders, executives

functions of committees within the board of

and staff members.

directors, the appraisal of the performance
of executives, and method by which com-
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In the case of insurance companies, per-

“Enforcement Decree of the Banking Act,”

sons specially related with the largest

entry into effect on Nov. 18, 2010)

shareholder, the spouses and lineal descen-
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pensation is paid. (“Banking Act” and

IV

dants of significant shareholders, and those
having an interest in an insurance company

panies, it strengthened the qualifications for

were barred from appointment as outside

the individual financial investors that are

directors of an insurance company.

applied at the time of licensing and registra-

(“Insurance Business Act,” entry into effect

tion, and expanded reasons for the disquali-

on Jan. 24, 2011)

Foreign Exchange Policy and
Financial System Management
of the Government

In the case of financial investment com-

fication of executives. Specifically, the criteria of being in sound financial standing

In the case of mutual savings banks, in

and free from any criminal conviction with

order to prevent them being made insolvent

a penalty heavier than a fine during the pre-

owing to the illegal acts of major sharehold-

ceeding three years were required to be met

ers, it was decided to screen the eligibility of

by the individual financial investors them-

major shareholders regularly or as need aris-

selves at the time of licensing or registra-

es, and where they fail to meet the criteria

tion. This step bolstered the soundness of

required, they will be subject to sanctions

financial investment companies’ manage-

such as limits on their rights, corrective

ment. In addition, it enlarged the scope of

orders or the levy of an enforcement penal-

application of the criteria for the disqualifi-

ty. Where a corporation becomes the major

cation of executives in order to prevent

shareholder by taking over a mutual savings

financial investors disqualified as execu-

bank, the corporation’s own largest share-

tives owing to violation of finance-related

holder and its legal representative were

legislation, including the “Financial

added to the category of persons whose

Investment Services and Capital Markets

acquisition of stock is subject to FSC’s

Act” (“Capital Markets Act” hereafter),

approval in order to prevent a disqualified

from being re-employed as non-registered

person from becoming a major shareholder

executives of a financial investment com-

of a mutual savings bank indirectly. Besides

pany. (“Capital Markets Act,” entry into

this, the criteria for the disqualification of

effect on June 13, 2010)

executives were tightened by preventing
those who had received punishments such
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as suspension from office or suspension

up a financial holding company in which

from the execution of their duties under

they are as the largest shareholder, the crite-

finance-related laws and regulations,

rion related to business continuity does not

including the “Mutual Savings Bank Act,”

apply. With a view to help local banks con-

from becoming executives before a certain

vert their business form to that of a holding

period had elapsed (“Mutual Savings Bank

company, conditions on the screening of

Act” and “Enforcement Decree of the

the qualifications of major shareholders

Mutual Savings Bank Act,” entry into effect

were eased when a local bank sets up a

on Sept. 23, 2010)

local bank holding company though the
comprehensive exchange or transfer of

Expansion of Business Scope to

stocks. To be precise, screening is now only

Strengthen Competitiveness of the

required when the largest shareholder holds

Financial Industry

at least 15 percent of the total stocks issued
with voting rights rather than the previous

To accelerate the establishment of finan-

10 percent or more. In addition, where the

cial holding companies and support their

largest shareholder or a specially related

smooth operation, the government eased

shareholder holds less than 1 percent of the

licensing conditions and standards for them

total stocks issued with voting rights, they

and reduced the scope of the screening of

are excluded from the scope of major

major shareholders. To strengthen the com-

shareholder as they are considered to have

petitiveness of banks and insurance compa-

little influence in actual fact. To help sub-

nies, they were allowed to expand their

sidiaries of a financial holding company

ancillary and incidental business and given

make a timely advance into foreign coun-

enhanced discretion in the operation of

tries, where a foreign corporation with total

their assets.

assets of less than 100 billion won at the
end of the latest business year is included
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In a bid to support the restructuring of

on the list of sub-subsidiaries, the relevant

financial holding companies and the like,

regulation was eased from treatment as a

an exception was allowed whereby when

matter for approval to that of a matter for

the government, Korea Finance Corporation,

report. (“Enforcement Decree of the

or Korea Deposit Insurance Corporation set

Financial Holding Company Act,” entry
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into effect on Dec. 2, 2010)

As for insurance companies, their business scope was expanded by allowing them
to operate ancillary and incidental business-

regulations were eased. The stipulations of

es that do not damage management sound-

deposit-taking, lending and exchange busi-

ness or detract from the protection of those

ness as inherent business under the

taking out insurance or sound market order.

Enforcement Decree were transferred to

Regulations on asset operation were eased

the body of the Act, and blanket permission

by abolishing the rule prohibiting the hold-

for the operation of incidental businesses

ing of precious metals and antiques and the

was given subject to the filing of a prior

regulation on the asset operation ratio of

report. Investment advisor business, the

unlisted stocks. Also excluded were assets

underwriting and sale business of Treasury

held as foreign currency which are equiva-

bonds, and trust business concerning mort-

lent to claims for payment on foreign cur-

gage bonds were added to the scope of

rency-denominated insurance contracts, up

ancillary business and their operation

to the limit of the legal premium reserve

allowed subject to the filing of a prior

when calculating holding limits.

report. In cases where the soundness and

(“Insurance Business Act,” entry into effect

stability of banks’ management or the

on Jan. 24, 2011)

IV
Foreign Exchange Policy and
Financial System Management
of the Government

In the case of banks, business-related

financial markets are hampered, however, a
restriction was introduced allowing the lim-

In keeping with the increasing trend of

itation or correction of the operation of both

credit card use, it was made possible for all

incidental and ancillary businesses.

settlements, excluding the redemption of

Meanwhile, the article banning the exten-

pecuniary debts and settlements for finan-

sion of loans to products or securities for

cial products and games of chance, to be

speculative purposes, which had been

made by credit card. In addition, standards

existed since the enactment of the “Bank-

were set for the establishment of credit card

ing Act (1950),” was abolished, being con-

merchants’ groups, allowing credit card

sidered to no longer accord with the actual

merchants to organize as groups and secure

situation. (“Banking Act” and “Enforce-

greater bargaining power in entering into

ment Decree of the Banking Act,” entry

contracts with credit card companies.

into effect on Nov. 18, 2010)

(“Specialized Credit Financial Business
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Act” and “Enforcement Decree of

ments at each stage of the transaction, and

Specialized Credit Financial Business

giving explanation of their content in order

Act,” entry into effect on June 13, 2010)

to protect bank users and reduce the likelihood of financial disputes arising. Where

Protection of Financial Consumers

banks advertize financial products, including deposits and loans, they are obliged to

Efforts were redoubled to protect the

indicate clearly the range of interest rates

rights and interests of financial consumers

and the method of their calculation. At the

and establish a sound financial transaction

same time, banks are forbidden to cite mat-

order by prohibiting unfair conduct of busi-

ters related to interest not yet confirmed as

ness and preventing the defective sale of

if they were firmly decided or to portray

financial products.

their products as being superior to other
products without any specific grounds.

In the case of banks, the regulations

(“Banking Act” and “Enforcement Decree

related to the protection of consumers,

of the Banking Act,” entry into effect on

which had previously been stipulated under

Nov. 18, 2010)

the provisions of the “Monopoly Regulation
and Fair Trade Act” or the “Regulation on

For consumer protection on financial

Supervision of Banking Business”, were

investment products, the government tem-

clearly enshrined into law. Above all, the

porarily established a private self-regulato-

new legislation prohibits banks’ unfair acts

ry prior screening system for certain new

that unfairly infringe on the rights and inter-

over-the-counter (OTC) derivatives.

ests of customers by making use of their

Specifically, where new OTC derivatives

superior position, including requiring com-

target general investors or treat credit risk

pensating balances or demanding that a

as an underlying asset, these have to be

third party provider of collateral also fur-

screened in advance by Dec. 31, 2011 by the

nish a joint guarantee of liability for the

OTC Screening Committee established at

related loan. It imposes a duty on banks of

the Korea Financial Investment Association.

publicly disclosing matters to be aware of

(“Capital Markets Act,” entry into effect on

when conducting transactions, providing

June 13, 2010)

the terms and conditions and contract docu-
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insurance consumers. Insurance companies
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Protection was also strengthened for

Improvement of financial arrangements
for those in lower income groups

are barred from engaging in unfair lending
To help those in lower income groups

insurance as a condition for the extension

reduce their burden of high interest rates

of a loan, and the duty of explanation on

when transacting not just with credit ser-

key matters concerning insurance contracts

vice providers but also with general credit

was heightened. The relevant Act stipulates

financial institutions, including mutual sav-

matters to be observed by insurance com-

ings banks and installment financing com-

panies or their agents when advertising

panies, the government reduced the upper

insurance products and obliged them to

limit on interest rates as part of its efforts to

check whether or not consumers are

avoid borrowers suffering loss.

IV
Foreign Exchange Policy and
Financial System Management
of the Government

practices, including forcing the purchase of

already insured against the same risk as that
covered by the proposed sale, in order to

The upper limit on the annualized inter-

avoid the purchase of duplicate cover. To

est rate that could be demanded by credit

encourage insurance companies to draw up

service providers and credit financial insti-

insurance terms and conditions in an easily

tutions was reduced from 49 percent to 44

understandable manner, it was made oblig-

percent a year, and it was stipulated in the

atory for a designated appraisal agency to

provisions of the Act that the overdue inter-

survey policy-holders’ degree of under-

est rate must be stated in the loan agree-

standing of insurance policy clauses and

ment.

make public the appraisal results.
Meanwhile, it enhanced clarity in the inter-

Along with this, the protection of credit

pretation of the legislation related to con-

service users was strengthened. When reg-

sumer protection by classifying insurance

istering a credit business, it was made

products into three categories — life insur-

obligatory for credit service providers to

ance, insurance against loss and third insur-

have a permanent establishment and to sub-

ance products — and providing a new defin-

mit a copy of the land register or lease

ition of insurance business centering on

agreement in order to help users avoid pos-

insurance products. (“Insurance Business

sible damage or loss from recourse to

Act,” entry into effect on Jan. 24, 2011)

lenders whose precise address is unknown
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to them. When the method of repayment is

course of its operation were consistently

by account transfer, it was stipulated that

reflected in the legislation.

the account number of the lender be stated
in the contract in order to avoid legal dis-

In an initial move, a scheme allowing the

putes over debt repayment between the

setting up of corporate finance stability

lender and the borrower. When accepting

investment companies and corporate

collateral in the name of a third party,

finance stability private equity funds was

lenders are always required to confirm

introduced for a limited period of three

whether or not the third party has provided

years to underpin the financial stability of

the collateral. In addition, in relation to

enterprises hit by the global financial crisis.

credit business the recruitment of, delega-

Corporate finance stability investment

tion of business to, or appointment as agent

companies are exempt from the principle of

of persons connected with organized crime

diversified investment applied to invest-

were prohibited in order to protect borrow-

ment companies (mutual funds), but they

ers from suffering injury or damage from

are obliged to invest more than 50 percent

illegal acts in the course of debt collection.

of their property in new issues of securities,

(“Act on Registration of Credit Business,

including stocks, bonds with warrants and

Etc. and Protection of Finance Users,”

corporate bonds of SMEs. Corporate

entry into effect on April 26, 2010 and

finance stability private equity funds are

“Enforcement Decree of the Act on

required to invest more than 50 percent of

Registration of Credit Business, Etc. and

their property in the assets of enterprises

Protection of Finance Users,” entry into

showing signs of insolvency and those

effect on July 21, 2010)

undergoing restructuring, to encourage
them in which non-performing loans and
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Supplementation of Financial Investment

fixed assets were added to their eligible

System

objects of investment, in addition to stocks.

Following the entry into effect of the

Certain institutional deficiencies were

“Capital Markets Act” (Feb. 4, 2009), mat-

remedied by improvements and corrective

ters necessary for the improvement of rele-

measure to reinvigorate the capital markets.

vant systems that had emerged in the

Small-scale fund, with an original capital of

convert their form to that of a single mas-

steps represented a bid to ease issuers’ bur-

ter-feeder fund to prevent too many small-

den in drawing up registration reports and

scale funds from hampering the develop-

avoid confusion on the part of investors.

ment of the fund market. Meanwhile, ad-

(“Capital Markets Act” and “Enforcement

hoc disclosure requirements were strength-

Decree of the Capital Markets Act,” entry

ened including that of the earnings ratios of

into effect on June 13, 2010)
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from the objects of public disclosure. These

ANNUAL REPORT

less than 5 billion won were allowed to

small-scale funds. In addition, the upper
limit was directly stipulated in the legisla-

Financial Institution Restructuring

tion for the sales commissions and management fees of collective investment vehicles

The year 2010 saw the active establish-

to prevent the excessive imposition of

ment of bank holding companies and asset

charges on fund investors. It was stipulated

management-related financial investment

that sales commissions should not exceed

companies, while merger and exit actively

2% of the amount paid or the redeemed

centered on credit unions. In relation to the

amount and that management fees should

restructuring of financial institutions,

be no higher than 1% of the annualised

meanwhile, the government provided 8.3

average price of collective investment

billion won support from public funds

property in principle. In a further move,

through Korea Deposit Insurance

when corporate commercial paper is

Corporation and 3.2 trillion won through

issued, the requirement of issuing electron-

the Restructuring Fund.

ic bills under the provisions of the
“Issuance and Negotiation of Electronic

Establishment, Merger and Market Exit

Bills Act” was waived. In keeping with the

of Financial Institutions

introduction of International Financial
Reporting Standards (IFRS), it was made

Foundation and merger activity was

mandatory to draw up securities registra-

focussed on bank holding companies,

tion reports on a consolidated basis like

financial investment companies and insur-

business reports, but on the other hand, the

ance firms. The restructuring of ailing

disclosure system was revised by excluding

financial institutions continued, centering

the trade secrets of subsidiary companies

on credit unions.
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Citigroup Korea Inc. was established as

In the case of insurance companies, IBK

a financial holding company, in May. The

Insurance Co., Ltd was established as a

company, which is the second financial

wholly-owned subsidiary of Industrial

holding company of a foreign bank to be

Bank of Korea in September.

set up following Standard Chartered Korea
Limited, has Citibank Korea Inc., Citigroup

In relation to the restructuring of ailing

Capital Korea Inc., Citi Financial Sales

financial institutions, meanwhile, the gov-

Korea Inc. and Citi Credit Services Co., Ltd

ernment encouraged the voluntary restruc-

as its subsidiaries or sub-subsidiaries.

turing of troubled credit unions so as to

Accordingly, all of the seven nationwide

bring about mergers among them including

banks, apart from Korea Exchange Bank,

those between Janggi and Guryeongpo,

have now been converted in the corporate

Cheongdo and Gyeonsanjeil, and Dasan

form of financial holding companies.

and Samik Credit Unions. Thirteen credit
unions, including Masan MBC and

Among financial investment companies,
a total of 11 companies was set up; six, in
the first half-year, including KORAMCO
Asset Management Co., Ltd, Nomura-Rifa
Asset Management Co., Ltd, and five, in
the latter half, including Kiwoom Asset
Management and Vestas Investment
Management Co. Three companies —
Dongbu Securities Co., Ltd, Hi Investment
& Securities Co., Ltd, and IBK Securities
Co., Ltd — launched trust business operations. In March, meanwhile, Tong Yang
Investment Bank merged with Tong Yang
Futures Trading Co., Ltd to form Tong
Yang Securities Inc. In April, Meritz
Investment Bank and Meritz Securities
merged to form Meritz Securities Co., Ltd.
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Daeshin Securities Credit Unions, went
into voluntary liquidation.

Changes in the Number of Financial Institutions1)
Number of
institutions
at the end
of 1997

1998~2009
Exit2)

Merger 3)

2010
Newly
established

Exit2)

Merger 3)

Number of
institutions
Newly
at the end
established of 2010

-

1

-

9

-

-

1

9

Banks

33

5

10

-

-

-

-

18

Merchant Banking
Corporations

30

22

7

1

-

1

-

1

Securities Companies4)

36

8

8

30

-

-

-

50

Asset Management
Companies4)

31

6

8

52

-

-

11

80

Life Insurance
Companies5)

31

9

5

4

-

-

1

22

Insurance Against
Loss Companies

14

2

2

6

-

-

-

16

231

114

29

19

1

-

-

106

Credit Unions

1,666

558

140

14

14

6

-

962

Total

2,072

725

209

135

15

7

13

1,264

Mutual Savings
Banks

IV
Foreign Exchange Policy and
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Financial Holding
Companies
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< Table Ⅳ - 1 >

Notes : 1) Excludes domestic branches of foreign financial institutions
2) Includes revocation(application) of license, bankruptcy and liquidation
3) Number of financial institutions that ceased to exist following mergers
4) Financial investment company under the Capital Markets Act
5) Excludes Postal Insurance
Source : Financial Supervisory Service

Support for Financial Institutions from

8.4 billion won, while there was a refund of

Public Funds

vicarious deposit payment to the value of
100 million won. By type of financial insti-

During 2010, support amounting to 8.3

tution, support from public funds for finan-

billion won net from public funds was

cial investment companies came to 8.4 bil-

injected into financial institutions by way

lion won, but 100 million won was repaid

of Korea Deposit Insurance Corporation in

by credit unions. Meanwhile, the

the form of contributions.

Restructuring Fund purchased 3.2 trillion
won worth of non-performing loans to

Looking at the details of the support, the

underpin the management soundness of

funds used for contributions amounted to

financial institutions and their restructuring.
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Public Funds Injected

< Table Ⅳ - 2>

Unit : 100 million won

Banks

Contribution1)

Purchase of
Assets

Deposit
Payoff

Recapitalization

Total

-

-

-

-

-

Financial
Investment
Companies2)

84

-

-

-

84

Insurance
Companies

-

-

-

-

-

Merchant
Banking
Corporations

-

-

-

-

-

Credit Unions

-

-

-1

-

-1

Total

84

-

-1

-

83

Notes : 1) Includes compensation for losses
2) Investment traders and investment brokers according to the Capital Markets Act that came
into effect in February 2009
Source : Korea Deposit Insurance Corp.
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V
Financial Status and
Organizational Changes

V
Financial Status and
Organizational Changes

1. Financial Status

as of the end of 2010 stood at 374,629.7
billion won, representing an increase of

Assets

16,804.1 billion won during the year.

As of the end of 2010, the total assets of

By class of liability, Monetary

the Bank of Korea stood at 383,187.6 bil-

Stabilization Bonds outstanding increased

lion won, an increase of 19,154.3 billion

by 14,368.6 billion won owing to their net

won over the end of the previous year.

issuance to absorb the liquidity supplied
through the overseas sector. Deposits also

By type of asset, loans on bills dropped
by 2,372.6 billion won during the year, but

expanded by 8,378.4 billion won owing to
enlarged foreign currency deposits.

securities held increased by 16,240.7 billion won, reflecting an increase in the for-

The balance of the Bank of Korea’s capi-

eign exchange reserves. Due from banks

tal account stood at 8,557.9 billion won as

also increased by 4,728.9 billion won.

of the end of 2010, an increase of 2,350.2
billion won from the end of the previous

Liabilities and Capital

year. There was a net profit for the period of
3,513.3 billion won. Of the year 2009's

The total liabilities of the Bank of Korea

profit before distribution, 1.1 trillion won
71

was paid to the government as tax revenue

to the legal reserve, 63.3 billion won was

and 63.1 billion won was placed with the

paid as a contribution to the Bounty Fund

Bounty Fund on Farmers’ and Fishermen’s

on Farmers’ and Fishermen’s Property

Property Formation Deposits.

Formation Deposits, 1,098.6 billion won
was set aside as the voluntary reserve

Viewing the details of disposal of the

against possible losses and the remaining 2

2010 pre-distribution profit of 3,513.3 bil-

trillion won was paid to the government as

lion won, 351.4 billion won was allocated

tax revenue.

< Table Ⅴ - 1 >

Financial Status
(As of year-end)

Unit : billion won

2009
Assets
Current assets
Gold and silver bullions
Holdings of SDRs
Securities

2010

change

364,033.3

383,187.6

19,154.3

354,520.2

374,389.1

19,868.9

92.2

90.7

-1.5

4,357.3

4,031.7

-325.6

303,780.4

320,021.1

16,240.7

Due from banks

19,796.0

24,524.9

4,728.9

Loans on bills

13,102.4

10,729.8

-2,372.6

1,794.1

1,695.6

-98.5

Securities bought under resale agreement
Loans to government

1,117.2

1,117.2

0.0

Other current assets

10,480.6

12,178.1

1,697.5

Non-Current assets
Liabilities and Capital
Liabilities
Current Liabilities
Currency issued
Monetary Stabilization Bonds issued
Monetary Stabilization Account
Government deposits
Deposits
Securities sold under repurchase agreement
Allocation of SDRs
Other current Iiabilities
Non-Current liabilities

9,513.1

8,798.5

-714.6

364,033.3

383,187.6

19,154.3

357,825.6

374,629.7

16,804.1

357,205.9

374,039.2

16,833.3

37,346.2

43,307.2

5,961.0

149,169.8

163,538.4

14,368.6

0.0

1,000.0

1,000.0

4,820.4

6,230.0

1,409.6

110,539.4

118,917.8

8,378.4

19,255.5

11,552.9

-7,702.6

4,385.2

4,217.2

-168.0

31,689.4

25,275.7

-6,413.7

619.7

590.5

-29.2

6,207.7

8,557.9

2,350.2

Legal reserve

1,832.9

2,119.4

286.5

Voluntary reserve

1,509.3

2,925.2

1,415.9

Capital

Undivided earned surplus

2,865.5

3,513.3

647.8

(Net profit for the period)

(2,865.5)

(3,513.3)

(647.8)

Note : The figures are rounded for certain account entries to bring assets and liabilities and capital into balance.
Source : BOK
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Income and Expenses

MSBs also dropped by 218.1 billion won,
influenced by a fall in the interest rates

For the year under review, the Bank of

paid.

V

Korea’s net profit for the period came to

Financial Status and
Organizational Changes

3,513.3 billion won, an increase of 647.8
billion won from the previous year. The
increase was attributable to a rise in the
operational volume of foreign currency
assets, a hike in prices of foreign currency
dominated bonds, and reduced interest
costs following a fall in the interest rate
paid on Monetary Stabilization Bonds.

Operating revenue decreased by 301.6
billion won from the previous year to stand
at 16,435.9 billion won. Interest received
from loans on securities decreased by 252.5
billion won owing to the redemption of
loans linked to U.S. Federal Reserve currency swaps. Miscellaneous interest
received and profits on foreign exchange
transactions dropped by 407.4 billion won
and 395.9 billion won, respectively.

Meanwhile, total operating expenses
decreased by 1,039.2 billion won from the
previous year to stand at 11,875.7 billion
won. Losses on securities transactions
decreased by 1,470.1 billion won owing to
a rise in bond prices and the interest paid on
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< Table Ⅴ - 2>

Income Status
Unit : billion won

Operating Revenue
Interest and discounts received
Interest on securities
Interest on deposits
Interest on overdraft

2009

2010

change

16,737.5

16,435.9

-301.6

13,143.8

12,538.5

-605.3

11,007.1

11,077.5

70.4

103.1

127.2

24.1

0.1

0.2

0.1

Interest on loans on bills

230.3

279.4

49.1

Interest on loans on securities

252.5

0.0

-252.5

0.1

0.1

0.0

78.0

41.2

-36.8

Interest on Liquidity Adjustment Loans
Interest on securities bought under resale agreement
Interest on loans to government

103.6

51.3

-52.3

Miscellaneous interest received

1,369.0

961.6

-407.4

207.7

102.4

-105.3

2,878.7

3,683.7

805.0

507.2

111.3

-395.9

Commissions received
Profits on sales of securities
Profits on foreign exchange transaction
Other operating revenue
Operating Expenses
Interest and discount paid
Interest on deposits
Interest on MSA
Interest on MSBs issued
Interest on securities sold under repurchase agreements
Miscellaneous interest paid
Commissions paid
Losses on sales of securities
Losses on redemption of MSBs
Losses on foreign exchange transaction

0.1

0.0

-0.1

12,914.9

11,875.7

-1,039.2

8,679.6

9,086.1

406.5

786.5

1,496.6

710.1

0.0

8.6

8.6

6,227.9

6,009.8

-218.1

303.5

304.6

1.1

1,361.7

1,266.5

-95.2

299.5

326.5

27.0

3,416.4

1,946.3

-1,470.1

0.0

17.2

17.2

0.0

0.0

0.0

Banknote and coin manufacturing expenses

165.8

157.5

-8.3

General and administrative expenses

305.8

305.5

-0.3

47.8

36.6

-11.2

3,822.6

4,560.2

737.6

Other operating expenses
Operating profit
Non-operating revenue

12.7

43.7

31.0

Non-operating expenses

148.3

48.5

-99.8

Profit before income taxes

3,687.0

4,555.4

868.4

Income taxes
Net profit for the period

821.5

1,042.1

220.6

2,865.5

3,513.3

647.8

Note : The figures are rounded for certain account entries to bring operating revenue and operating expenses into
balance.
Source : BOK
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2. Organizational Changes

merging the Issue teams and the Credit &
Reserves teams at Busan, Gyeonggi and
Gangnam branches. Along with this, it

constant efforts to build up its organization-

strove to improve the manpower structure

al framework and deploy its human

by reducing the number of senior executive

resources so as to respond efficiently to the

staffs and making use of outsourcing for

changing international and domestic envi-

general affairs, special services and other

ronment. For international cooperation in

non-clerical tasks.

V
Financial Status and
Organizational Changes

During 2010, the Bank of Korea devoted

avoiding the recurrence of a financial crisis
and to strengthen its research and study

As of the end of 2010, the Bank of Korea

function related to financial stability, it

had at Head Office a total of 16 departmen-

upgraded the status of Financial Stability

tal divisions (12 departments, two offices,

Office to that of an office attached to a

one institute and one center), 14 offices

department from that of an office under the

attached to departments (12 offices and one

direct control of a department. To bolster its

institute, and one task force), and three

analysis of non-bank financial institutions,

offices under the direct control of depart-

it established Non-bank Institutions

ments. The subordinate structure at Head

Analysis Team. To meet the need for

Office consisted of 124 teams in all (118

strengthening its study function on pay-

teams and six study teams). It also had 16

ment and settlement and expanding its

branches in Seoul and provincial regions

supervisory function over them, it estab-

with 7 planning and research offices, and

lished Payment Systems Research Team

51 teams reporting to them plus five over-

and Non-bank Payment Services Team. It

seas representative offices(and two resident

also established National Accounts Office

representatives). As of the end of 2010, the

within Economic Statistics Department to

total number of the Bank of Korea’s staff

augment the consistency of input-output

came to 2,205, an increase of 2 from the

statistics and national income statistics in

end of the previous year.

line with now annual compilation of the
Input-Output Tables. Meanwhile, it completed the reform of its provincial organization which had been promoted since 2006
under the management reform plan, by
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Organizational Structure

< Chart Ⅴ - 1 >

Monetary Policy Committee
Governor
Senior Deputy Governor

Auditor

Deputy Governors
Branches

Audit Department
Business
Management
Financial
Stability
Head Office

Monetary
Policy

76

Research
& Statistics

International
Finance

ANNUAL REPORT
Appendix

Contents

Appendix

1. Organization of the Bank of Korea
(1) Organization of the Bank of Korea
(2) Members of the Monetary Policy Committee
(3) Executives of the Bank of Korea

2. Main Economic Indicators

1. Organization of the Bank of Korea
(1) Organization of the Bank of Korea
(As of December 31, 2010)
Planning & Budget Department

Planning & Coordination Team, Budget Team, Organization Team, Expense Accounting Team, Integrated Risk Management Team

Knowledge Management Office
& Library

Knowledge Management Team, Library

Legal Office

Legal Team I, Legal Team Ⅱ

Monetary Policy Committee Secretariat

MPC Administrative Support Team, MPC Research Support Team

Secretariat
Press Office

Deputy
Governor

Monetary Policy
Committee

Governor

Senior Deputy
Governor

Deputy
Governor

Deputy
Governor

Deputy
Governor

Information Technology Department

Information Technology Planning Team, Accounting Systems Team, Settlement Systems Team, Management Information Systems Team, Monetary Policy Information Systems Team, Information Technology
Infrastructure Office(Mainframe Systems Team, Server & PC Management Team)

Personnel Department

Personnel Management Team, Payroll & Welfare Team, Labor-Management Cooperation Team

Human Resources
Development Institute

HRD Administration Team, HRD Planning Team, HRD Management Team, Instruction Team

Properties Management Office

Properties Administration Team, Facilities Administration Team, Procurement Service Team

Security Department

Security & Emergency Planning Team, Guard Team

Information & Economic Education
Center

Public Relations Team, Museum & Institutional Identity Team, Educational Resources Development Team, Economic Education Team, Economic Education Faculty Team

Research Department

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

Global Economy Research
Office
Economic Statistics Department

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

Institute for Monetary & Economic
Research

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

Monetary Policy Department

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

Financial Markets Department

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

Financial Systems Stability
Department

Banking Analysis & Coordination Team, Banking Research Team, Risk Analysis Team, Financial Stability Analysis Team, Bank Analysis Team Ⅰ·Ⅱ·Ⅲ, Non-bank Institutions Analysis Team

Financial Stability Office
Payment & Settlement Systems
Department
Treasury & Debt Securities
Office

Deputy
Governor

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

FSB Team, BCBS Team
Payment Systems Policy Team, Payment Systems Research Team, Payment Systems Stability Team, Non-Bank Payment Services Team, Payment Systems Management Team, Electronic Banking Team,
Loans & Settlement Team
Treasury Team, Debt Securities Team

Currency Issue Department

Issue Policy Team, Issue Planning Team, Cash Services Team, Cash Processing Team

International Department

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

International Relations Office

International Cooperation Team, Central Bank Cooperation Team, International Organizations Team

G-20 Affairs Office

Secretariat Section, Administration Section

Representative Office : New York, Frankfurt, Tokyo, London, Beijing
Reserve Management Department

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

Reserve Investment Office

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

Reserve Management Support
Office

Settlement Team, Reserve Information System Team

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

Audit Department

Audit Planning Team, Audit Team Ⅰ·Ⅱ·Ⅲ·Ⅳ·Ⅴ

General Administration Team,
Regional Economic Research Office(Public Relations & Financial Research Team, Economic Research Team),
Regional Economic Research Team, Credit & Reserves Team(Issue, Credit & Reserves Team), Issue Team, Cash Processing Team
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(2) Members of the Monetary Policy Committee
(As of December 31, 2010)
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Kim, Choongsoo
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Kim, Dae Sik
Recommended by the Governor of
the Bank of Korea

Choi, Dosoung
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Kang, Myung Hun
Recommended by the Minister of
Strategy and Finance

Lee, Ju Yeol
Senior Deputy Governor
of the Bank of Korea

Lim, Seungtae
Recommended by the Chairman
of Korea Federation of Banks

Recommended by the Chairman of Korea
Chamber of Commerce & Industry
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(3) Executives of the Bank of Korea
(As of December 31, 2010)
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Senior Deputy Governor
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2. Main Economic Indicators
Unit
Money

2007

2008

2009

2010

2010.1

2

3

48,543.7

52,272.8

61,739.6

67,585.1

65,054.7

66,563.8

65,643.6

(16.5)

(7.7)

(18.1)

(9.5)

(1.6)

(5.6)

(0.0)

56,399.0

64,846.3

67,779.1

74,545.7

67,409.4

71,152.0

72,203.4

(8.7)

(15.0)

(4.5)

(10.0)

(6.3)

(0.8)

(0.7)

312,832.3

307,273.6

357,344.1

(-5.2)

(-1.8)

(16.3)

316,382.7

330,623.7

389,394.5

(-14.7)

(4.5)

(17.8)

1)

Reserve money
<Period-averages>

billion won
%

<End of period>

billion won
%

M1
<Period-averages>

billion won
%

<End of period>

billion won
%

399,412.3 381,218.2
(11.8)

(15.0)

427,791.6 386,966.9
(9.9)

(17.0)

387,858.6 386,015.4
(15.9)

(12.6)

390,792.4 384,902.1
(12.9)

(11.2)

M2
<Period-averages>

billion won 1,197,094.8 1,367,713.4 1,508,550.4 1,639,675.1 1,574,215.8 1,595,403.8 1,607,896.1

<End of period>

billion won 1,273,611.9 1,425,887.5 1,566,850.0 1,660,530.0 1,589,487.9 1,596,976.4 1,609,271.8

%
%

(11.2)
(10.8)

(14.3)
(12.0)

(10.3)
(9.9)

(8.7)
(6.0)

(9.3)
(10.0)

(9.4)
(8.6)

(9.3)
(9.7)

Lf
<Period-averages>

billion won 1,603,516.0 1,794,841.2 1,937,336.0 2,096,530.1 2,019,563.5 2,041,164.1 2,056,233.7

<End of period>

billion won 1,691,565.2 1,845,199.1 2,018,785.0 2,137,197.9 2,034,620.1 2,052,999.2 2,067,009.7

%
%

(10.2)
(10.0)

(11.9)
(9.1)

(7.9)
(9.4)

(8.2)
(5.9)

(8.1)
(9.1)

(8.6)
(8.8)

(8.8)
(9.7)

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

4.77

4.78

1.98

2.16

2.00

2.00

2.01

Yields on corporate bonds3)

〃

5.70

7.02

5.81

4.66

5.40

5.32

5.02

General loans4)

〃

6.55

7.17

5.65

5.51

5.94

5.84

5.69

%

0.02

0.03

0.03

0.03

0.03

0.03

0.02

%

5.1

2.3

0.3

6.2

-

-

2.1

Private consumption

〃

5.1

1.3

0.0

4.1

-

-

0.5

Construction investment

〃

1.4

-2.8

3.4

-1.4

-

-

2.0

Facilities investment

〃

9.3

-1.0

-9.8

25.0

-

-

2.8

Exports of goods and services

〃

12.6

6.6

-1.2

14.5

-

-

2.2

Imports of goods and services

〃

11.7

4.4

-8.0

16.9

-

-

4.2

Agriculture, Forestry & Fishing

〃

4.0

5.6

3.2

-4.3

-

-

-3.1

Manufacturing

〃

7.2

2.9

-1.5

14.8

-

-

4.2

Electricity, Gas & Water

〃

3.8

6.2

4.1

4.7

-

-

5.0

Construction

〃

2.6

-2.5

1.8

-0.1

-

-

1.4

Services

〃

5.1

2.8

1.2

3.5

-

-

1.5

Ratio of dishonored bills5)
G

D

P 6)

Notes : 1) Figures in parenthesis are rates of increase compared with the same period of the previous year.
2) Based on uncollateralized intermediated transactions.
3) Non-guaranteed bonds(AA－) with a three-year maturity.

84

ANNUAL REPORT
Appendix
4

5

6

7

8

9

10

11

12

67,835.1

66,250.8

66,958.2

67,318.7

70,266.5

69,905.0

69,476.8

(4.7)

(12.9)

(11.3)

(12.7)

(11.1)

(17.8)

(9.8)

(13.6)

(14.1)

68,987.7

72,770.4

73,710.6

67,165.2

70,709.1

73,457.9

70,788.3

71,714.7

74,545.7

(15.5)

(21.5)

(12.7)

(13.5)

(13.7)

(10.2)

(16.9)

(19.1)

(10.0)

388,174.7

394,880.2

400,132.8

403,785.1

400,882.5

404,413.5

405,000.1

414,912.8

425,673.9

(10.8)

(10.9)

(10.5)

(11.1)

(11.0)

(10.2)

(9.0)

(11.8)

(12.9)

386,243.6

397,348.2

407,134.5

401,594.6

396,132.8

398,296.7

408,217.4

416,070.8

427,791.6

(9.5)

(10.5)

(8.5)

(12.2)

(8.3)

(4.9)

(9.7)

(11.2)

(9.9)

Main Economic Indicators

64,274.7

71,472.9

1,621,176.9 1,630,904.7 1,647,981.2 1,653,057.5 1,653,907.2 1,659,400.1 1,669,376.6 1,679,909.9 1,682,871.9
(9.4)

(9.3)

(9.7)

(9.3)

(8.5)

(8.1)

(7.6)

(7.4)

(7.2)

1,620,071.8 1,632,746.4 1,645,713.7 1,644,278.7 1,647,880.8 1,652,908.0 1,674,134.4 1,678,849.9 1,660,530.0
(9.3)

(9.0)

(9.0)

(9.1)

(8.0)

(7.2)

(7.7)

(7.3)

(6.0)

2,069,616.1 2,084,007.4 2,104,724.0 2,111,672.2 2,113,052.7 2,123,558.2 2,134,385.4 2,145,901.5 2,154,482.3
(9.0)

(8.9)

(9.3)

(8.8)

(8.0)

(7.7)

(7.2)

(7.3)

(6.9)

2,078,802.1 2,096,502.7 2,108,729.1 2,110,773.0 2,112,601.2 2,123,099.4 2,139,973.5 2,150,218.9 2,137,197.9
(9.4)

(9.2)

(8.9)

(8.9)

(7.7)

(7.1)

(7.4)

(7.2)

(5.9)

2.00

2.01

2.00

2.21

2.27

2.27

2.26

2.37

2.50

4.69

4.48

4.65

4.81

4.68

4.41

4.13

4.19

4.17

5.49

5.40

5.32

5.39

5.51

5.45

5.37

5.34

5.40

0.03

0.03

0.04

0.03

0.04

0.03

0.02

0.03

0.02

-

-

1.4

-

-

0.6

-

-

0.5

-

-

0.7

-

-

1.4

-

-

0.3

-

-

-4.2

-

-

-0.8

-

-

-1.0

-

-

7.9

-

-

5.6

-

-

-1.0

-

-

7.8

-

-

2.3

-

-

2.6

-

-

5.7

-

-

3.2

-

-

0.5

-

-

-2.5

-

-

-2.5

-

-

0.2

-

-

4.0

-

-

2.3

-

-

0.1

-

-

0.3

-

-

0.4

-

-

0.0

-

-

-0.1

-

-

-1.2

-

-

-3.2

-

-

0.2

-

-

0.3

-

-

1.1

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

2007

2008

2009

2010

2010.1

2

3

Price indexes7)
Consumer prices

Producer prices

%

2.5

4.7

2.8

2.9

3.1

2.7

2.3

〃

(3.6)

〃

1.4

(4.1)

(2.8)

(3.5)

(0.4)

(0.4)

(0.3)

8.6

-0.2

3.8

2.8

2.4

2.6

〃

(3.6)

(5.6)

(1.8)

(5.3)

(0.7)

(0.3)

(0.6)

23,433

23,577

23,506

23,829

22,865

22,867

23,377

Employment
Number of persons employed

thousand persons

Number of persons unemployed

〃

783

769

889

920

1,216

1,169

1,005

Unemployment rate

%

3.2

3.2

3.6

3.7

5.0

4.9

4.1

2,809,894 2,795,053

2,931,244

-

- 2,922,321

(-0.5)

(4.9)

-

-

2,758,726 2,732,458

2,883,351

-

- 2,836,969

Wages8)
won

All industry

%
won

Manufacturing
Industrial activity indexes
(Manufacturing)
Production9)

2,716,193
(6.1)
2,733,471

(3.4)

(6.1)

%

(7.4)

(0.9)

(-1.0)

(5.5)

-

-

(7.2)

%

7.1

3.4

-0.2

16.7

38.7

18.9

23.2

9)

〃

7.2

2.5

-1.5

14.5

32.2

13.4

19.0

9)

Inventories

〃

5.6

7.0

-7.8

17.5

-3.3

4.8

7.5

Average capacity utilization ratio

〃

80.1

77.6

74.4

81.2

79.3

80.5

81.5

Shipments

Balance of Payments
Current account

hundred milion U.S.$

217.7

32.0

327.9

282.1

-5.7

-3.6

12.0

(Goods)

〃

371.3

51.7

378.7

419.0

10.0

5.9

32.0

(Services)

〃

-119.7

-57.3

-66.4

-112.3

-16.5

-12.7

-12.8

〃

-238.8

-11.5

-346.5

-253.3

-6.9

14.0

-8.7

Exports

hundred milion U.S.$

3,714.9

4,220.1

3,635.3

4,663.8

307.4

330.4

373.1

Imports

hundred milion U.S.$

Capital and Financial account
Foreign trade10)

%

%
11)

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

hundred milion U.S.$

(14.1)

(13.6)

(-13.9)

(28.3)

(45.4)

(30.1)

(33.8)

3,568.5

4,352.7

3,230.8

4,252.1

315.4

310.4

355.8

(15.3)

(22.0)

(-25.8)

(31.6)

(26.7)

(37.4)

(48.7)

2,622.2

2,012.2

2,699.9

2,915.7

2,736.9

2,706.6

2,723.3

won

936.1

1,259.5

1,164.5

1,134.8

1,161.8

1,160.0

1,131.3

%

(-0.7)

(-25.7)

(8.2)

(2.6)

(0.2)

(0.4)

(2.9)

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

6

7

8

9

10

11
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12

2.7

2.6

2.6

2.6

3.6

4.1

3.3

3.5

(0.5)

(0.1)

(-0.2)

(0.3)

(0.3)

(1.1)

(0.2)

(-0.6)

(0.6)

3.2

4.6

4.6

3.4

3.1

4.0

5.0

4.9

5.3

(0.8)

(0.5)

(-0.3)

(0.1)

(0.3)

(1.0)

(0.1)

(0.3)

(0.9)

23,924

24,306

24,280

24,301

24,005

24,054

24,172

24,109

23,684

934

793

878

931

831

857

832

737

853

3.8

3.2

3.5

3.7

3.3

3.4

3.3

3.0

3.5

-

-

2,833,672

-

-

2,996,253

-

-

2,972,728

-

-

(5.2)

-

-

(6.3)

-

-

(2.0)

-

-

2,734,989

-

-

3,011,781

-

-

2,949,665

-

-

(5.4)

-

-

(7.9)

-

-

(1.9)

20.1

21.2

16.9

15.2

16.2

2.8

13.7

11.4

10.8

16.7

17.5

14.1

13.0

15.3

2.3

13.8

11.9

10.7

12.6

16.7

17.6

20.4

20.1

19.2

18.8

17.0

17.5

81.7

82.1

83.1

82.7

79.7

81.2

79.7

80.5

82.1

5.3

40.0

43.3

44.6

19.8

35.0

51.1

19.3

21.1

37.4

36.6

48.4

52.7

28.3

44.5

54.8

31.7

36.8

-12.7

1.5

-7.5

-8.6

-9.0

-11.9

-7.5

-3.0

-11.5

6.4

-56.1

-41.3

-35.3

-14.2

-27.3

-58.7

-21.9

-3.4

393.0

388.9

420.5

404.2

364.8

394.1

433.4

412.6

441.5

(29.6)

(39.8)

(30.5)

(26.7)

(26.0)

(16.2)

(27.6)

(21.4)

(22.6)

355.2

348.5

352.5

354.2

352.7

350.0

370.0

386.7

400.6

(42.8)

(48.9)

(37.2)

(28.0)

(28.7)

(17.6)

(21.7)

(30.9)

(21.7)

2,788.7

2,702.2

2,742.2

2,859.6

2,853.5

2,897.8

2,933.5

2,902.3

2,915.7

1,108.4

1,202.5

1,222.2

1,182.7

1,198.1

1,140.2

1,125.3

1,159.7

1,134.8

(5.1)

(-3.2)

(-4.7)

(-1.5)

(-2.8)

(2.1)

(3.5)

(0.4)

(2.6)

Main Economic Indicators

2.6

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