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As Korea’s central bank, the Bank of Korea strives constantly to maintain price stability and financial market stability while supporting sound development of the national economy.
Last year, in response to a sharp run-up in oil prices and the
global financial crisis, inflation accelerated but Korean economic growth slowed and the financial markets showed highly unstable movements.
The Bank of Korea strove its utmost to check the contraction of economic activity and soothe the financial market
unrest through flexible adjustment of the Base Rate and the
active supply of liquidity, while keeping a vigilant watch over
price stability.
Again this year, the growth of the economy is expected to
fall substantially and the financial market unrest is expected to persist for quite some time, although
inflation should slow at a rapid pace. The Bank of Korea will do everything within its power to help
the Korean economy overcome these difficulties as soon as possible and return to a stable track.
To this end, it intends to conduct monetary policy with a focus on a recovery in activity and
improvement of the flow of funds. At the same time it will constantly strengthen its efforts for financial stability including responding quickly to factors making financial market instable.
Along with this, the Bank of Korea will develop fitting and timely policies through precise diagnosis of the economic situation at home and abroad and heighten monetary policy efficiency through
active dialogue with the market. By augmenting its policy capacity in such ways it will raise still
higher its credibility with the public as a whole.
The Bank of Korea takes pleasure in publishing the 2008 Annual Report, which contains analyses
of the nation’s economic situation and details of economic policies and its own management performance. We hope this report will be helpful toward a wider and deeper understanding of the Korean
economy and monetary policy.
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Functions of the Bank of Korea
Formulating and Implementing Monetary and Credit Policy
As Korea's central Bank, the Bank of Korea formulates and implements monetary and credit
policy to contribute to the sound development of the national economy by the pursuit of price
stability.
Issuing Banknotes and Coins
The Bank issues Korea banknotes and coins in such manner as may be determined by the
Monetary Policy Committee, subject to the approval of the Government.
Loans and Deposit 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 Systems
The Bank promotes the efficiency and safety of the payment and settlement system as a
whole and works to improve it.
Serving as the Treasury Bank
The Bank, as the treasury bank, handles the receipt and distribution of funds, the provision
of credit to the government and the issue and redemption of Treasury securities.
Managing Foreign Exchange
The Bank holds and manages Korea's official foreign exchange reserves and conducts foreign exchange business. Also the Bank represents the government in all financial transactions with international financial institutions of which the Republic of Korea is a member.
Compiling Statistics and Conducting Economic Research
The Bank conducts economic research and compiles statistics essential to the establishment
of the monetary and credit policy including money and banking statistics, national income
statistics, producer price index, balance of payments, and other economic statistical series.
Joint Examination and Business Analysis of Financial Institutions
To ensure the soundness of financial institutions, the Bank conducts joint examinations of
them with the Financial Supervisory Service and analyzes their management status.
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I
General Economic Trends

Summary

on average, influenced by a surge in
international commodity prices and the

The Korean economy experienced diffi-

Korean won’s depreciation, far exceeding

culties in 2008 as economic growth slowed

the upper limit of the medium-term infla-

abruptly, the current account shifted into

tion target (3.0±0.5%). The core inflation

deficit and the upward trend of prices accel-

rate rose at an average annual rate of 4.2

erated sharply. The financial markets, simi-

percent.

larly, showed highly unstable movements

The current account registered a deficit of

under the impact of the global financial cri-

6.4 billion dollars for the first time since

sis.

1997 owing to the continuation of the

The growth rate of GDP stood at no more

deficit in the service account and a steep

than 2.2 percent, the lowest level since the

decline in the surplus of the goods account.

currency crisis, as domestic demand was

In the financial markets, market interest

extremely subdued and the upward pace of

rates fell sharply in the wake of the global

exports slackened. By period, the growth

financial crisis, stock prices plunged and

rate slowed down gradually from early in

the won/dollar exchange rate soared, influ-

the year, but swung to a sharp decline in the

enced by the synchronized downturn of

fourth quarter.

global stock markets and the outflow of

Consumer prices increased by 4.7 percent

foreign investment funds.
1

Major Economic Indicators
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During the year, the Bank of Korea imple-

progressively flattened out as international

mented monetary policy taking into overall

oil prices shifted to a downward trend,

account the effects of the sharp run-up and

while, in response to the intensifying global

subsequent fall of international oil prices

financial turmoil, the pace of economic

and the global financial market turmoil on

activity slowed down sharply and a credit

the domestic economy. Considering both

crunch emerged. Accordingly, from

the higher inflation rate following the surge

October onwards, the Bank of Korea car-

in international oil prices and the slowdown

ried out a series of four downward adjust-

of business activity, the Bank of Korea kept

ments of the Base Rate, bringing it down

the Base Rate during the January-July peri-

by 2.25 percentage points to 3.0 percent.

od at 5.0 percent. In August, however, it

Additionally, it actively supplied liquidity

adjusted the Base Rate upward to 5.25 per-

to the financial market through expansion

cent to

of

of the eligibility of both institutions and

inflation-expectations as inflation acceler-

types of securities for open market opera-

ated with the rate of increase in the CPI

tions, funding assistance for a bond market

approaching 6 percent.

stabilization fund and the raising of the

forestall

the

spread

Subsequently the upward trend of prices
2

Aggregate Credit Ceiling. Along with this,
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fall sharply and the already lacklustre

the foreign exchange market through the

employment conditions will worsen,

conclusion of currency swap agreements

together making it difficult to exclude the

with counterpart central banks of major

possibility of a loss of growth potential.

countries and the supply of foreign curren-

In such an environment, economic policy

cy liquidity. Meanwhile, the government

needs to focus on promoting domestic

also exerted efforts to ease the economic

demand including both spending and

slowdown and stabilize financial markets

investment, creating jobs, and preventing

through the expansion of fiscal spending,

the occurrence of a vicious circle of low

tax reductions and preparation of a formal

growth and weak labor market conditions.

basis for the provision of payment guaran-

At the same time, keen attention must be

tees for domestic banks’ external obliga-

paid to reducing financial market uncer-

tions.

tainty and facilitating the normal working

During 2009, the Korean economy is
expected to face difficulties in maintaining

I
General Economic Trends

the Bank of Korea made efforts to stabilize

of financial institutions’ function of financial intermediation.

the level of growth owing to the deepening

To this end, the Bank of Korea plans to

sluggishness of exports and domestic

conduct monetary policy during 2009 in

demand in the wake of global economic

such a way as to prevent an excessive con-

downturn. The upward trend of prices is

traction of the economy, while paying close

expected to decelerate owing to a fall in

attention to improving the financial market

international commodity prices and the cur-

situation. It will also exert efforts to expand

rent account is likely to register a surplus as

the foundation for financial stability by

the pace of the decline in imports outstrips

actively encouraging the flow of funds into

that of exports. It is feared that in the finan-

sectors suffering from credit supply con-

cial markets, financial intermediation will

straints and consolidating market-oriented

be inactive owing to the economic slow-

monitoring systems in order to counter

down and the persistence of the global

symptoms of financial stress promptly.

financial market unrest. Given these
prospects, the number of corporate failures
is likely to increase, while investment will
3

Economic Trends

favorable growth rate of over 10 percent in
the first half, but this slowed down sharply

Global Economy Slows Down owing to

in the latter half owing to lacklustre exports

Global Financial Crisis

so that it posted growth for the year as a
whole of 9.0 percent.

During 2008, the world economy slowed

The economies of Southeast Asian and

as the global financial turmoil rapidly

Central and South American countries saw

spread to the real economy. The advanced

their growth rates decelerate from the latter

economies experienced a synchronized

half, influenced by outflows of foreign

downturn and, in the latter half of the year,

funds and subdued exports in the wake of

growth in most newly emerging market

the financial crisis and economic downturn

economies fell back markedly. Accordingly,

in the advanced countries.

the growth rate of the global economy in
2008 slowed from the 5.2 percent of the

for

previous year to the 3 percent level.

mid-September, adversity to potential

bankruptcy

protection

in

U.S. economic growth dropped to 1.1 per-

counterparty risk heightened further and

cent owing to a persistent downturn in

the tendencies toward a preference for safe

housing market activity and a worsening

haven assets and securing liquidity

credit crunch. The annual growth of the

strengthened in international financial mar-

Euro-area economy registered negative

kets.

growth from the second quarter, posting a

As a result, stock prices plunged in

growth rate of 0.8 percent for the year as a

advanced countries, spreads on corporate

whole.

bonds surged, and financial institutions’

The Japanese economy experienced nega-

lending activity cooled rapidly. Also, as

tive growth of 0.6 percent as export growth

financial institutions in advanced countries

rate slowed and the sluggishness of facili-

aggressively withdrew investment funds on

ties investment deepened further, affected

a large-scale, the currencies of newly

by the global business downturn and the

emerging market countries softened abrupt-

strength of the yen.

ly owing to a shortage of U.S. dollars and

The Chinese economy kept up a relatively
4

Following Lehman Brothers’ application

some of them faced a financial crisis.
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nomic slump in the advanced countries, an

soared to a record high of 141 dollars per

outflow of speculative funds from com-

barrel in July. However, the price plummet-

modity markets, and a stronger U.S. dollar.

ed to 37 dollars at the end of the year owing

The prices of other commodities marked a

to reduced demand in the wake of an eco-

steep overall fall from August onwards.

I
General Economic Trends

International oil prices (Dubai, spot basis)

International Economic Indicators

< Table Ⅰ - 1 >

Unit : %

2004

2005

2006

2007

2008

4.9

4.4

5.1

5.2

3.2

3.2

2.6

3.0

2.7

0.9

3.6

2.9

2.8

2.0

1.1

Economic Growth
World1)
1)

Advanced

United States
Eurozone

2.1

1.7

2.9

2.7

0.8

Japan

2.7

1.9

2.0

2.4

-0.6

7.5

7.1

7.9

8.3

6.1

8.6

9.0

9.9

10.6

7.7

10.1

10.4

11.6

13.0

9.0

6.1

4.7

5.5

5.7

4.2

25.2

47.8

24.4

11.0

37.6

(33.5)

(49.4)

(61.5)

(68.3)

(94.0)

15.2

6.1

23.2

14.1

7.5

(United States)

4.22

4.39

4.70

4.02

2.21

(Japan)

1.44

1.48

1.69

1.51

1.17

2.21

4.07

5.01

3.24

0.08

0.00

0.00

0.45

0.56

0.20

2.56

4.54

5.36

4.70

1.43

JPY per USD

103.8

117.5

118.8

113.0

90.2

USD per EUR8)

1.356

1.184

1.320

1.459

1.398

Developing1)
1)

Asia

(China)
Central and South America1)
Crude Oil2)
($/barrel)
3)

Other raw materials

Long-term Interest Rates4)

Short-term Interest Rates
(United States)5)
5)

(Japan)

6)

(LIBOR USD 3-Month)
7)

Notes : 1) Based on figures published by IMF (April 2009)
Notes : 2) Dubai spot price, annual average
Notes : 3) Non-fuel primary commodities index (IMF), annual average
Notes : 4) Yield on 10-year Treasury notes, at the end of year
Notes : 5) Yield on 3-month Treasury bills, at the end of year
Notes : 6) 3-month maturity dollar LIBOR, at the end of year
Notes : 7) Closing price on the Tokyo market, at the end of year
Notes : 8) Reuters notice price
Sources : IMF, Reuters, Bloomberg
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Economic Growth Rate Posts Lowest Level
Since the Currency Crisis

previous year.
Private consumption remained weak
owing to reduced real incomes and the

During 2008, the GDP growth rate of the

worsened employment situation. The

Korean economy registered 2.2 percent, the

growth of government spending also decel-

lowest level since the 1997/98 currency cri-

erated somewhat from the preceding year

sis, influenced by lacklustre domestic

owing to a reduced rate of increase in social

demand and an export slowdown.

security disbursements.

In the first quarter, GDP growth registered

The rate of increase in fixed investment

a rate of 1.1 percent, lower than the 1.3 per-

shifted from the previous year’s positive

cent of the preceding quarter owing to list-

4.2 percent to a negative 1.7 percent owing

less investment. It slowed further to 0.4

to the reduction in corporate profitability,

percent in the second quarter as investment

dampened investment spirits and a housing

continued in the doldrums while private

market slump in the wake of the deteriora-

consumption shifted to a decline; it then

tion in the economic environment at home

slipped again to 0.2 percent in the third

and abroad.

quarter with the shift of exports to a down-

Facilities investment decreased by 2.0

ward trend. In the fourth quarter, it plum-

percent as investment in machinery shifted

meted to -5.1 percent, the biggest fall since

to a decline owing to the weakness of the

the 1997/98 currency crisis, as both exports

semiconductor business and transport

and domestic sales shrank sharply follow-

equipment investment was sluggish, led

ing Lehman Brothers’ bankruptcy filing in

downward by the automobile business.

mid-September.
The year-on-year growth rate, meanwhile,

percent due to a sharp drop in buildings for

decelerated progressively from 5.5 percent

residential use, which served to offset a

in the first quarter to -3.4 percent in the

slight increase in civil engineering center-

fourth quarter.

ing on the government sector.

Seen by component of demand, final consumption expenditures increased by 1.6
percent, a sharp fall from 5.1 percent in the
6

Construction investment decreased by 2.1
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Growth Rate of Real GDP1)

< Chart Ⅰ- 2 >
(%)

(%)

I

10

10
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Domestic demand
(consumption and investment)
Exports

5

5

0

0
GDP

-5

-5

-10

-10
Ⅰ

Ⅱ

Ⅲ
2005

Ⅳ

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

2006

Ⅱ

Ⅲ

Ⅳ

Ⅰ

2007

Ⅱ

Ⅲ

Ⅳ

2008

Note : 1) Compared with the previous quarter
Source : BOK「National Accounts」

Exports of goods and services (real terms)

Imports (real terms) similarly saw their

saw their growth rate decelerate from 12.6

growth rate decelerate from 11.7 percent

percent in the preceding year to 5.7 percent,

the preceding year to 3.7 percent, influ-

affected by the deterioration of the global

enced by lackluster domestic sales and

economy. Most strikingly, in the fourth

slower export growth.

quarter, exports dropped by 8.9 percent,
marking the biggest plunge since the first
oil crisis in 1974.

7

Domestic Economic Indicators

< Table Ⅰ - 2 >

Unit : %

2006

2007

5.2

5.1

5.1

5.1

(Private)

4.7

(Government)

1)

GDP

Final consumption

Fixed Capital Formation

2008p
Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

2.2

1.1 ( 5.5)

0.4 ( 4.3)

0.2 ( 3.1)

-5.1( -3.4)

1.6

1.1 ( 3.9)

0.2 ( 2.6)

0.2 ( 2.0)

-3.4( -1.9)

5.1

0.9

1.1 ( 4.0) -0.2 ( 2.3)

0.0 ( 1.4)

-4.6( -3.7)

6.6

5.4

4.2

1.2 ( 3.6)

1.4 ( 4.0)

1.1 ( 4.5)

1.0 ( 4.7)

3.4

4.2

-1.7 -1.6(-0.5)

0.1 ( 0.6)

0.1 ( 1.8)

-6.5( -7.3)

(Construction)

0.5

1.4

-2.1 -2.5(-1.9) -0.3(-0.3)

0.1 ( 0.2)

-3.0( -5.6)

(Facilities)

8.2

9.3

-2.0 -0.4 ( 1.5)

0.2 ( 4.3) -14.2(-14.0)

Exports

11.4

12.6

Imports

11.3

11.7

3.7 -0.8 ( 9.7)

3.9

4.8

-0.8 -1.0 ( 3.3)

3.5

3.2

3.2

3.1 ( 3.4)

3.2 ( 3.1)

3.2 ( 3.1)

3.2 ( 3.1)

2.2

2.5

4.7

1.3 ( 3.8)

2.0 ( 4.8)

1.4 ( 5.5)

-0.3 ( 4.5)

GNI1)
2)

Unemployment Rate
1)

Consumer Prices
1)

Core Inflation

5.7

0.0(11.0)

0.4 ( 1.1)

2.7(11.5) -0.4 ( 9.3)
2.9 ( 8.9)

-8.9( -6.9)

1.1 ( 9.0) -14.2(-11.2)

0.9 ( 2.3) -3.6(-2.7)

-1.6( -5.4)

1.8

2.4

4.2

1.4 ( 3.0)

1.8 ( 3.9)

1.2 ( 4.8)

0.9 ( 5.4)

Current Account($, billion)

53.9

58.8

-64.1

-52.1

-1.3

-85.8

75.2

Exports
(customs clearance basis)1)

14.4

14.1

13.6

(17.4)

(23.1)

(27.0)

(-9.9)

Imports
(customs clearance basis)1)

18.4

15.3

22.0

(28.9)

(30.5)

(42.8)

(-9.0)

Yield on 3-Year Treasury
Bonds3)

4.83

5.23

5.27

5.22

5.32

5.85

4.68

Yield on 3-Year Corporate
Bonds3) 4)

5.17

5.70

7.02

6.35

6.27

7.19

8.29

1,434.5 1,897.1 1,124.5

1,704.0

1,674.9

1,448.1

1,124.5

990.4

1,046.0

1,207.0

1,259.5

KOSPI(end-of-period)
KRW per USD
(end-of-perod)

929.8

936.1 1,259.5

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

Meanwhile, real gross national income

8

semiconductor prices.

(GNI) decreased by 0.8 percent, the first

Examining the distribution of national

decline since the currency crisis, as real

income (Nominal NI), the share of com-

trade losses expanded sharply owing to a

pensation of employees in NI edged down

deterioration of the terms of trade following

from the previous year’s 61.1 percent to

the run-up international oil prices and fall in

stand at 60.6 percent as the growth of com-
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pensation of employees lagged behind that

ductors and automobiles owing to reduced

of businesses’ operating surpluses.

domestic and international demand both at

General Economic Trends

The gross savings ratio fell from the pre-

I

home and abroad.

vious year’s 30.8 percent to 30.7 percent as

By industry, electrical and electronic

consumption increased sharply owing to

equipment registered only a single-digit

high inflation as against a slight increase in

increase in production owing to the

incomes following the economic slow-

depressed state of the semiconductor busi-

down.

ness worldwide. The growth pace of

The gross domestic investment ratio rose

machinery equipment, petroleum, coal and

from 29.5 percent to 31.2 percent as the

chemicals also decelerated sharply, influ-

slow pace of the increase of incomes was

enced by slowing demand both at home

outstripped by the accelerated pace of

and abroad. However, transport equipment

investment in response to a surge in prices

kept up its robust expansion owing to a

of capital goods.

steep rise in shipbuilding, which served to
offset a decrease in automobiles. In the ser-

Production Activity Shrinks Rapidly

vice industry, the pace of growth eased
from the previous year’s 5.1 percent to 2.5

Looking at the trend of production activi-

percent. In particular, it suffered a

ties by sector during the year, both manu-

quarter-on-quarter decrease of 1.4 percent

facturing and services registered growth

in the fourth quarter, the largest since the

rates only about half of the previous year’s

1997/98 currency crisis.

level while construction shifted to a
decline.

Looking at the various fields of the service industry, the growth of the financial

Manufacturing industry grew by 3.1 per-

intermediation industry decelerated sharply

cent, slower than the previous year’s 7.2

owing to lackluster stock transactions. The

percent. In particular, it decreased by 11.9

growth pace of wholesale and retail trade,

percent quarter-on-quarter in the fourth

restaurants and hotels and transport and

quarter, the biggest fall since records began,

storage business also slowed, affected by

reflecting the spread of the cuts in produc-

dampened consumer confidence and a

tion in major industries such as semicon-

slowdown in freight volume following the
9

economic downturn.
The construction industry shifted from an

a percentage point to 7.0 percent and 1.8
percent, respectively.

increase of 2.6 percent in the preceding
year to a decrease of 2.4 percent, showing a

Employment Conditions Worsen, Wage

deepening slowdown. The private sector

Growth Slows

shifted to a decline, centering on construction of buildings for residential use, and the

There was some deterioration in labor

government sector continued sluggish

market conditions owing to the reduced

owing to a steep fall in construction of

economic growth rate with employment

buildings for non-residential use, which

opportunities decreasing and the number of

served to offset a slight increase in engi-

people in underemployment increasing.

neering construction.

10

The increase over the year before in the

Electricity, gas and water supply saw

number of persons employed declined

growth pace accelerate from 3.8 percent the

sharply from the previous year’s 280,000 to

previous year to 5.1 percent, owing to

150,000. In December, particularly, the

favorable business in the electricity sector

number of persons in employment shifted

resulting from improvements in fuel effi-

to a year-on-year decline for the first time

ciency.

since October 2003. The employment

The agriculture, forestry and fishing sec-

rate(the ratio of persons employed to the

tor also saw its growth go up from 4.0 per-

population aged 15 or above) dropped from

cent the previous year to 5.5 percent led by

59.8 percent the previous year to 59.5 per-

the buoyant cultivation subsector.

cent.

Meanwhile, looking at the weights of

Meanwhile, the number of people in

individual industries in GDP (nominal),

underemployment, such as part-time work-

those of both manufacturing and services

ers and persons willing to work additional

rose by 0.8 of a percentage point and 0.3 of

hours, increased sharply, showing a deteri-

a percentage point, respectively, from the

oration in terms of the quality of employ-

previous year to 28.1 percent and 60.3 per-

ment.

cent, but those of construction and electrici-

Looking at the number of persons

ty, gas and water supply both fell by 0.4 of

employed in each business field, the
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growth pace of services decelerated sharply

people in the younger and older age groups

owing to sluggish domestic demand, cen-

in economic activity.
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The increase in wages (on the basis of

tering on the business and personal service

regular workers) slowed down from the

sectors.
Construction shifted to a decline owing to

previous year’s 5.6 percent to 3.4 percent.

sluggish housing activity and manufactur-

By period, wages continued on a robust

ing employment shrank at a faster pace,

upward trend until the second quarter, but

affected by slow exports.

rose by only 3.0 percent year-on-year in the

The agriculture, forestry and fishing

third quarter, their upward pace flattening

industry continued its structural downward

out. In the fourth quarter, wages fell by 1.7

trend, but the pace of the decrease slowed

percent year-on-year, the first quarterly

from the previous year, thanks to plentiful

decrease since the currency crisis.
Meanwhile, the rise in unit labor costs

crops and good harvests.
Despite the reduced pace of increase in

(nonfarm-basis) registered 2.1 percent,

the number of persons employed, the

higher than the 2.0 percent of the previous

unemployment rate maintained the same

year, as labor productivity growth slowed

level as the previous year at 3.2 percent

down more rapidly than the rise in hourly

owing to the low rate of participation of

nominal wages.

Employment Level and Nominal Wages1)

< Chart Ⅰ- 3 >
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Inflation Gathers Pace

from the previous year’s 2.0 percent rise to
7.8 percent as prices of petroleum products

The rise in the consumer price index

soared and those of processed foods and

(CPI) accelerated from the previous year’s

durable goods continued on their upward

2.5 percent to 4.7 percent, far surpassing

trend. Charges for services , similarly,

the upper limit of the medium term infla-

increased by 3.7 percent, higher than the

tion target (3.0±0.5%). This was chiefly

previous year’s 2.9 percent, centering on

attributable to cost factors including a surge

charges for private services, including eat-

in international commodity prices and the

ing out.

Korean won’s depreciation against the US
dollar.

12

Core inflation, which strips out the prices
of non-grain agricultural products and

Looking at the movements of consumer

petroleum-based fuels from the CPI, rose

prices by period, headline inflation rose

by 4.2 percent, showing a brisker pace than

from 3.8 percent year-on-year in the first

the previous year’s 2.4 percent. This was

quarter to 4.8 percent in the second quarter

attributable to the Korean won’s deprecia-

and further to 5.5 percent in the third quar-

tion against the background of the persis-

ter, affected by a surge in international

tence of the knock-on effects from the earli-

commodity prices, and of oil in particular.

er steep run-up in world commodity prices.

The upward pace slowed to 4.5 percent in

In the real estate market, housing prices

the fourth quarter, influenced by a decline

rose by 3.1 percent from the end of the pre-

in international oil prices, but the reduction

vious year, the same rate of increase as the

in the speed of inflation was limited by a

previous year’s. By period, they increased

sharp rise in the won/dollar exchange rate.

by 1.4 percent in the first quarter and 2.1

In terms of price rises by category, the

percent in the second quarter over the end

prices of agricultural, livestock and marine

of the previous quarter, affected by urban

products rose by 0.5 percent, lower than the

redevelopment projects and expectations of

previous year’s 1.9 percent, owing to a fall

the easing of housing-related regulations.

in prices of agricultural products thanks to

As economic conditions both at home and

bounteous crops and good harvests. Those

abroad subsequently worsened rapidly, the

of industrial products gathered pace sharply

increasing rate of housing prices was

ANNUAL REPORT

increase than the previous year’s 2.6 per-

quarter, and then shifted to a decline of 1.2

cent while the pattern of their movements

percent in the fourth quarter. Housing rents

by period mirrored that of housing prices.
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slowed down to 0.8 percent in the third

rose by 1.7 percent, a slower pace of

< Chart Ⅰ- 4 > Consumer Price Inflation and Core Inflation1) Rates
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Current Account Posts First Deficit

increased by 13.6 percent to total 422.0 bil-

in 11 Years

lion dollars, posting a double-digit increase
for the sixth straight year. By period,

The current account registered a deficit of

exports rose by 22.6 percent in the first

6.4 billion dollars, the first for the year as a

three quarters, influenced by rising over-

whole in the 11 years since 1997 as the

seas demand for Korea’s traditional main

goods account surplus narrowed sharply

export items and a rise in international

whereas the services account remained in

prices of those products. In the fourth quar-

the red.

ter, however, exports shifted to a decline of

Exports (customs clearance basis)

9.9 percent owing to the worsening of the
13

global economy.
By item, most items apart from automobiles and semiconductors turned in a buoyant export performance.

transportation account position.
Meanwhile, the income account surplus
widened from the 1 billion dollars of the

Imports (customs clearance basis) accel-

previous year to 5.1 billion dollars owing to

erated their pace of growth from the previ-

a reduction in external payments of interest

ous year’s 15.3 percent to 22.0 percent, reg-

and dividends. The current transfers

istering 435.3 billion dollars. By period,

account deficit narrowed.

imports soared by 34.1 percent in the first

The capital account balance posted a

three quarters owing to a surge in prices of

deficit of 50.9 billion dollars, its first deficit

international raw materials, including crude

since 2001, owing to large-scale capital

oil, but shifted to a drop of 9.0 percent in

outflows in the wake of the global financial

the fourth quarter, influenced by the shift of

crisis. For the year to September, it record-

international raw material prices to a

ed a deficit of 9.1 billion dollars because of

decline and sluggish domestic sales and

the outflow of foreigners’ stock investment

exports.

funds. In the fourth quarter, the deficit

By item, imports of raw materials such as

snowballed to 41.8 billion dollars as for-

crude oil and grain increased sharply

eign exchange banks repaid a large amount

because of the surge in their international

of their short-term overseas borrowings

prices, but those of durable consumer

owing to the credit crunch on the heels of

goods and capital goods exhibited a low

the Lehman Brothers panic.

rate of increase, affected by sluggish
domestic demand.

As of the end of 2008, the foreign reserves
holdings amounted to 201.2 billion dollars,

Despite the favorable export performance,

a decrease of 61 billion dollars from the end

the goods account surplus narrowed from

of the previous year, affected by the foreign

the 28.2 billion dollars of the previous year

exchange authorities’ expanded supply of

to 6.0 billion dollars because the rise in

foreign currency liquidity.

imports greatly outstripped that of exports.

14

lars in response to an improved travel and

Gross external liabilities decreased by 2.7

The services account deficit narrowed

billion dollars throughout the year to 380.5

from 19.8 billion dollars to 16.7 billion dol-

billion dollars, due to short-term foreign

ANNUAL REPORT

lion dollars during the year under review,

basis) rose from 36.5 percent at the end of

causing the nation to shift to a net external

the previous year to 41.0 percent.

debtor position for the first time since 1999,
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debts. Their ratio to nominal GDP (dollar

with net external liabilities of 32.3 billion

Meanwhile, net external assets, which

dollars.

represent gross external assets less gross
external liabilities, decreased by 69.7 bil-

Exports/Imports and Current Account

< Chart Ⅰ- 5 >
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Financial market unease deepens

stably early in the year owing to the smooth
inflow of funds into banks, but shifted to an

In the financial markets, interest rates

upward trend in the latter half as the finan-

experienced wide fluctuations owing to the

cial market unease deepened and banks’

global financial crisis and a resultant out-

fund-raising situation worsened. From

flow of foreign investment funds. Share

October, the rates shifted to a steep fall as

prices plummeted and the won/dollar

the Bank of Korea lowered its policy rate to

exchange rate soared.

cope with the global financial crisis. As of

Short-term market interest rates moved

the end of the year, secondary market
15

yields on 91-day CDs stood at 3.93 percent,

yields on three-year Treasury bonds versus

down 1.89 percentage points from the end

those on 91-day CDs) widened from 0.08

of the previous year.

of a percentage point at the end of the previous year to a reverse spread of 0.52 of a

Long-term market interest rates showed a

percentage point at the end of 2008 as

downward trend, affected by worries over

yields on Treasury bonds fell faster than

an economic downturn and expectations of

yields on CDs in the fourth quarter.

a cut in the policy rate during the

Apart from this, the corporate bond risk

February-April period, but swung to an

premium(secondary market yields on

upward trend in May owing to concerns

AA-grade three-year corporate bonds ver-

about higher inflation, in response to the

sus those on three-year Treasury bonds)

steep run-up in oil prices and the exchange

soared by 3.28 percentage points(328 basis

rate.

points) as from the end of the previous year

After fluctuating within a narrow range

to stand at 4.31 percentage points at the

after July, long-term market interest rates

year-end, their highest level since the Asian

showed a steep downward trend after the

crisis, influenced by a surge in credit risk as

lowering of the policy rate in October.

a result of the global financial turmoil.

Consequently, as of the end of the year,
secondary market yields on three-year
Treasury bonds had fallen by 2.33 percentage points from the previous year-end to
3.41 percent.
Reflecting these movements of market
interest rates, banks’ lending and deposit
rates fell for a while earlier in the year but
then rose steadily. After the lowering of the
policy rate, however, they shifted to a
downward trend again.
Meanwhile, the spread between long-term
and short-term rates (secondary market
16
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KOSPI fell from the beginning of the year

owing to major countries’ announcement

on widened net selling by foreigners and

of market stabilization and economic stim-

the deterioration of the business perfor-

ulation measures along with the modera-

mance of major investment banks in the

tion of foreigners’ net selling . As a result,

wake of the subprime mortgage meltdown.

as of the end of the year, KOSPI stood at

From March, though, it shifted to an

1,124.5, which was 772.6 points lower than

upward trend to post the year’s high of

at the end of the previous year, the biggest

1,888.9 on May 16, helped by a slight eas-

yearly decline since the 1997 currency cri-

ing of the international financial market tur-

sis.

bulence .

The KOSDAQ index showed similar

However, with a surge in oil prices fol-

movements to KOSPI, but the scale of its

lowed by the collapse of Lehman Brothers,

decline was relatively bigger. The KOS-

the international financial market turmoil

DAQ index stood at 332.1 at the year-end,

intensified further, precipitating a sharp fall

372.1 points lower than at the end of the

of the KOSPI to the year’s lowest level of

previous year.

938.8 on October 24. Subsequently, it

The won/dollar exchange rate showed an

pulled out of its steep downward trend

upward trend from March in response to a
17

net outflow of foreign stock investment

Reserve, and the authorities’ efforts to sta-

funds and a current account deficit. In par-

bilize the foreign exchange market.

ticular, the upward trend accelerated from

As of the end of the year, accordingly, it

mid-September owing to the worsening

closed at 1,259.5 won per dollar, a depreci-

global credit crunch. It reached 1,513 won

ation of 25.7 percent against the U.S. dollar

per dollar on Nov. 24, the highest rate since

from the end of the previous year. On an

March 1998.

annualized average basis, the Korean won

Subsequently it shifted to a downward

traded at 1,103.4 won per US dollar, which

trend, influenced by the large-scale of the

represented a depreciation of 15.8 percent

current account surplus, the supply of cur-

from the previous year’s figure.

rency swap funds from the U.S. Federal

Korean Won Exchange Rates
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Banks’ Buoyant Deposit-Taking ,

effects of a shrinking housing market

Worsening Corporate Fund-raising

thanks to the demand for mid-term and

I
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remaining balance payments for the purThroughout the year, the growth of

chase of previously-allocated apartments

deposit-taking by banks accelerated sharply

and to the government’s steps to ease real

as savings deposits soared following the

estate regulations. The share of household

stock market slump and special sales of

loans in banks’ total outstanding lending,

products carrying high interest rates, which

nevertheless, fell back from the previous

counteracted the effects of the mildness of

year’s 46.4 percent to 43.8 percent on a

the rise in short-term marketable deposits in

year-end basis as their pace of growth was

line with the subdued issuance of CDs.

outstripped by that of household credits.

Meanwhile, the growth of deposit-taking

Corporate funding conditions showed a

by asset management companies increased

generally deteriorated pattern as the growth

only slightly in view of sluggish sales of

of lending to small and medium-sized com-

stock-type beneficiary certificates, offset-

panies slowed sharply and delinquency

ting the effects of brisk sales of MMFs.

rates rose. In particular, a credit crunch

The growth of banks’ lending accelerated

emerged in the fourth quarter as the

somewhat as lending to households swelled

issuance of CPs and corporate bonds by

markedly in comparison to the previous

companies with low credit ratings shrank

year, offsetting the reduced growth of cor-

sharply amid rising risk aversion in the

porate lending.

financial market.

Lending to large enterprises increased

Looking at the movements of monetary

sharply, influenced by the rising demand

aggregates, the growth rates of Lf, which

for funds for M&A. On the other hand, the

indicates the liquidity of financial institu-

growth of lending to small and medium

tions, and of broad money M2 rose from

enterprises (SMEs) slowed as banks tight-

the previous year’s 10.2 percent and 11.2

ened their risk management.

percent, to 11.9 percent and 14.3 percent,

The growth of lending to households

respectively.

accelerated remarkably, led by housing

This was ascribable to the faster growth of

finance loans, which shrugged off the

private credit following an increase in
19

financial institutions’ lending, which offset

tional raw material prices, that of crude oil

the effects of the money absorption through

in particular, and the run-up in the won/dol-

the overseas sector resulting from the out-

lar exchange rate.

flow of foreigners’ investment funds and

Reflecting this economic conjuncture, the

the current account deficit. On the other

Bank of Korea maintained the call rate tar-

hand, the growth rate of narrow money M1

get at the 5.0 percent level, to which it had

decreased by 1.8 percent in the first half

been raised the previous August, until July

owing to the decline of settlement-type

in the year under review.

deposits, including demand deposits.

In August, however, the Bank of Korea
raised the call rate target by 25 basis points

Principal Policy Measures During the Year

to contain the spread of inflation expectations as the growth rate of consumer prices

Policy Rate Brought down to Record Low

in June and July approached the 6 percent
level, far above the upper limit of the inter-

Throughout the year, the Bank of Korea

mediate inflation target (3.0±0.5%). In

conducted monetary policy taking into

line with this, it increased the interest rate

overall consideration the effects of changes

on Aggregate Credit Ceiling Loans by the

in external conditions such as the wide fluc-

same margin.

tuations of international oil prices and the

Subsequently, international oil prices

international financial market unrest on the

shifted to a downward trend and the growth

domestic economy.

of prices started to slow down. In the fourth

From the beginning of the year, the

quarter, however, as the financial crisis that

domestic economy showed signs of a slow-

had broken out in United States spread

down as investment was sluggish and the

around the world, a credit crunch emerged

growth of consumption began to decrease

in the domestic financial market and the

from the second quarter, detracting from

economy began to slow down abruptly.

the effects of the favorable export performance.

20

The Bank of Korea moved actively to
tackle the financial market unrest and the

Meanwhile, the upward trend of prices

economic slowdown, lowering its policy

accelerated, affected by a surge in interna-

rate, the Base Rate, by 2.25 percentage

ANNUAL REPORT
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points in four steps from October onwards,

panies following financial institutions’

Consequently the Base Rate stood at 3.0

tightening of risk management.

percent at the end of the year, the lowest

Throughout the year, in order to keep the

since March 1999 when the Bank began to

call rate at the targeted level and at the level

announce the target of the policy interest

of the Base Rate, the Bank of Korea con-

rate. In a parallel move, it also brought

trolled market liquidity through open mar-

down the interest rate on Aggregate Credit

ket operations, including the issue and

Ceiling by a total of 1.75 percentage points.

redemption of Monetary Stabilization

The Bank of Korea also increased the

Bonds (MSBs).

Aggregate Credit Ceiling by 2.5 trillion

MSBs outstanding amounted to 126.9 tril-

won from 6.5 trillion won to 9 trillion won,

lion won as of the end of the year, a

taking into account the listlessness of

decrease of 23.4 trillion won from the end

domestic demand in the wake of the global

of the previous year.

financial crisis and the aggravated financial

This was attributable to the reduced need

situation of small and medium-sized com-

to siphon off liquidity following its absorp21

tion through the overseas sector and the

tion were adjusted so as to allow the scale

active use of sales of securities under repur-

of reserve requirements to be determined in

chase agreements.

advance. Along with this, it introduced
standing facilities in the form of a lending

Operation of Monetary and Credit Policy

and deposit system (named Fund

Improved and Liquidity Assistance

Adjustment Loans and Fund Adjustment

Strengthened

Deposits).
Meanwhile, the Bank of Korea diversified

Throughout the year, the Bank of Korea

liquidity supply channels and strengthened

endeavored to heighten the efficiency of

funding support for financial institutions to

monetary and credit policy and increase its

ease the credit crunch and engineer the

policy effects.

seamless flow of funds in the financial mar-

In an initial step, it carried out an overall
reform of the monetary policy operation

It decided to include bank bonds and

system in March to enhance the effects of

some special bonds in the securities eligible

interest rate-oriented monetary policy and

for open market operations for one year

seek the development of the short-term

from November on a temporary basis. In

financial markets.

December, it included bonds issued by

As part of the reform, the policy rate set

Korea Housing Finance Corp. in the securi-

by the Monetary Policy Committee every

ties eligible for use in open market opera-

month was changed from the call rate target

tions and added 12 securities companies to

to the “BOK Base Rate”, the standard rate

the list of its eligible open market operation

applied in transactions between the Bank of

counterparts. Along with this, it supplied

Korea and counterpart financial institu-

2.1 trillion won to the Bond Market

tions. The various tools of monetary policy

Stabilization Fund to ease the credit crunch,

were also modified or realigned to give

while paying 500 billion won in interest to

more effective support to interest rate-ori-

banks on reserve requirements held with it

ented monetary policy.

in order to help them expand credit supply

The method of accumulation of reserve
requirements and the period of accumula22

ket.

capacity.
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Heightening the Stability and Efficiency of

of the design concept through consultation

the Financial System

with the “Currency Design Consultation
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Committee” to ensure that the process of
During the year, the Bank of Korea strove
to heighten the stability of the financial system through improvement of the payment

issuing the new 50,000 won banknotes
would be on schedule and trouble-free.
The Bank of Korea also conducted joint

and settlement system, the examination of

examinations

with

the

Financial

financial institutions and analysis of their

Supervisory Service (FSS) on three banks

management status.

in the course of the year. In particular, from

In an initial move, it put in place instru-

September, with the heightened financial

mentalities to guarantee settlement imple-

institution liquidity risk, it conducted inten-

mentation through the creation of an

sive examinations of vulnerable sectors

advance collateral system as financial

such as the Seoul Branch of Lehman

investment agencies participated in the

Brothers.

retail payment system following the imple-

It also improved techniques to appraise

mentation of the “Financial Investment

financial stability and enhance predictive

Services and Capital Market Act” (Feb. 4,

power by developing a credit ratings DB

2009).

for small and medium-sized companies and

Along with this, the Bank of Korea com-

a liquidity index for the financial market, so

pleted the development of the new

as to expand its early warning system for

BOK-Wire+ in order to reduce partici-

picking up on signs of abnormality at an

pants’ settlement liquidity burden. To cope

early stage, and improving the methodolo-

with the pressures arising from the global

gy of financial system stress testing .

financial crisis, it extended the closing time
for BOK-Wire from 17:00 to 17:30.

Meanwhile, the government constantly
pursued the reform of the financial system,

At the same time, under the plan for the

placing emphasis on building an institu-

issue of new high-denomination banknotes

tional base for the further development of

that had been finalized at the end of the pre-

the financial industry and the stabilization

vious year, the Bank of Korea carried out

of financial markets.

preparatory work, including the realization

First of all, it established the Financial
23

Services Commission by integrating the

teed foreign currency-denominated

financial policy function of the Ministry of

deposits and cashier’s checks issued by

Finance and Economy and the financial

credit unions up to 50 million won per per-

supervisory function of the Financial

son.

Supervisory Service.

At the same time, in regard to ailing finan-

For the smooth implementation of the

cial institutions, the government consistent-

“Financial Investment Services and Capital

ly pushed for management improvements,

Market Act” and to prepare a basis for the

for mergers or takeovers or for their liqui-

advent of advanced financial investment

dation while promoting financial institu-

companies, it also reformed the relevant

tions’ autonomous restructuring. In this

subordinate legislation.

connection, Korea Deposit Insurance

Along with this, the government reduced

Corp. provided support of 87.3 billion won

the scope of the regulation of banks’

in public funds for loss reimbursement, the

Korean won liquidity ratio from liquid

purchase of assets and the vicarious repay-

assets and debts of less than 3 months to

ment of deposits.

those of less than one month in order to stabilize the short-term financial markets and

Foreign Exchange Market Stability

ease the credit crunch. To minimize the

Pursued

negative effect of the reduction in banks’

24

capital adequacy ratios on the real econo-

Throughout the year, the Bank of Korea

my, it extended the period for the concur-

made intensive efforts to stabilize the for-

rent calculation of capital adequacy ratios

eign exchange market by concluding cur-

by the Basel I and II standards to the end of

rency swap agreements with central banks

2009.

of major countries and supplying foreign

To improve the financial infrastructure, it

currency liquidity to cope with the foreign

strengthened sanctions against financial

exchange market unrest in the wake of the

institutions’ violation of public disclosure

global financial crisis.

requirements and the conditions for the dis-

Meanwhile, the government consistently

qualification of executives. For the protec-

pressed ahead with the liberalization of for-

tion of financial consumers, it also guaran-

eign exchange transactions by easing regu-
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conducted examinations of the manage-

actions and expanding the scope of the for-

ment status of foreign exchange banks’ for-

eign exchange business of domestic finan-

eign currency liquidity.

cial institutions.

I
General Economic Trends

lations on various foreign exchange trans-

The government pushed ahead with

The Bank of Korea redoubled its efforts to

deregulating foreign exchange transactions

calm the foreign exchange market unease

by abolishing limits on acquisition of over-

following the global financial crisis. It con-

seas real estate for the purpose of invest-

cluded a $30 billion currency swap agree-

ment and making an upward adjustment of

ment with the U.S. Federal Reserve and

companies’ comprehensive overseas fund

drew down $10.4 billion of the total in

management ceiling.

December to supply funds to domestic

Along with this, to support the competi-

banks by way of competitive bidding .

tiveness of domestic financial institutions,

Along with this, it raised the ceiling on its

it expanded the scope of foreign exchange

currency swap contract with the Bank of

business of securities companies and asset

Japan from $3 billion to $20 billion, while

management firms to include financial

concluding a 180-billion yuan currency

derivatives, while simplifying procedures

swap agreement with the People’s Bank of

for financial institutions’ overseas advance.

China.
Also the Bank of Korea extended the

Policy Tasks and Monetary Policy in 2009

repayment period of foreign currency borrowings for operating capital to help for-

During 2009, the Korean economy is

eign currency borrowers reduce the burden

expected to face difficulties in maintaining

of repayment of principal and interest

GDP growth as the sluggishness of domes-

imposed by the weakness of the Korean

tic demand and exports deepens owing to

won.

the global economic recession.

To ease the imbalance of demand and

Consumer price inflation is expected to

supply in the foreign exchange swap mar-

see its upward trend slow down, owing to a

ket, the Bank of Korea itself participated in

fall in prices of international raw materials

the market. The Bank of Korea and the

and lackluster domestic demand.

Financial Supervisory Service also jointly

The current account is likely to show a
25

surplus as imports decrease sharply

steps to regulate financing and strengthen

because of the decline in international oil

the supervisory function, the necessity for

prices and dampened domestic demand. In

which has increased in the course of the

the financial market, uncertainties are

response to the crisis.

expected to persist owing to the economic

During 2009, the Bank of Korea will con-

slowdown and continuation of global

duct monetary policy with an emphasis on

financial market unrest and credit supply is

preventing excessive contraction of the

seen to be constrained.

economy and improving financial market

Given this outlook, corporate bankruptcies are expected to increase, investment is

The Bank will reach decisions on interest

likely to decrease sharply, and the dull

rate adjustment after carefully checking the

employment conditions will worsen, dam-

efficiency of Base Rate adjustment, while

aging growth potential and aggravating the

actively encouraging the flow of funds into

financial market unrest.

sectors where credit supply is limited. Also

In this situation macroeconomic policy in

it will regularly check price movements

future should seek to prevent the formation

and the demand and supply situation of the

of a vicious cycle of low growth and slug-

financial market and supplement the mar-

gish employment by focusing on job cre-

ket-oriented monitoring system through

ation through stimulation of domestic

information sharing between relevant

demand, that is investment and consump-

financial authorities and the expansion of

tion.

consultation channels.

Efforts to expand the social safety net for

It intends to heighten the efficiency of

low-income and underprivileged groups

monetary policy by augmenting its pre-

should be made. Along with this, it is

dictability and transparency while improv-

essential to secure the proper working of

ing open market operations and the loan

the financial intermediation function by

framework. At the same time, it will set the

pushing for prompt corporate restructuring,

medium-term inflation target for the three

reducing financial market uncertainty and

years from 2010 and check again the

increasing the equity capital of financial

method of target operation.

institutions. It is also crucial to prepare
26

conditions.

Besides this, in preparation for the
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expanded participation of non-bank finan-

I

cial institutions in the payment and settle-

General Economic Trends

ment system, it will strengthen settlement
risk management and work carefully to
ensure that the issuance of the new 50,000won banknotes, which is intended for the
first half of the year, is carried out seamlessly and without incident.
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II
Monetary Policy

1. Inflation Target

on an annual average basis, far exceeding
the upper bound of the inflation target. As a

The Bank of Korea conducted monetary

result, the average rate of increase in the

policy after having established a medium-

consumer price index during 2007-2008

term inflation target for the 2007-2009

stood at 3.6 percent, surpassing the infla-

period of 3.0±0.5% based on the three-

tion target.

year average rate of increase in the consumer price index.
During 2008, the second year of the medium-term inflation target period of 20072009, the Bank of Korea carried out monetary policy after comprehensively taking
into account the effects of changes in external conditions, such as sharp rises and falls
in international commodity prices and
global financial market turmoil on the
domestic economy.
Viewing the price movements during
2008, consumer prices rose by 4.7 percent
28
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< Chart Ⅱ - 1 >

Inflation Target and Inflation Trends
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Note

: The target rate was in terms of core inflation from 2004 to 2006, and CPI inflation from 2007 to 2009.
Source : National Statistical Office「Consumer Price Trends」
, BOK

2. Interest Rate Policy

surge in prices of international raw materials, including crude oil, and the hike in the

During 2008, the Bank of Korea flexibly

won/dollar exchange rate.

adjusted the Base Rate after comprehen-

In this economic situation, until July the

sively considering the effects of changes in

Bank of Korea kept its Base Rate at the 5.0

such overseas conditions as the sharp run-

percent, level to which had been raised in

up and down-swing in international oil

the August of the previous year. However,

prices and the global financial market

the pace of price increases accelerated fur-

unease on price, growth and financial mar-

ther as headline inflation during June-July

kets.

approached the 6 percent level, far exceed-

From early in 2008, the growth of the

ing the upper bound of the medium-term

domestic economy slowed down gradually

inflation target (3.0±0.5%). To prevent the

as investment was sluggish and consump-

spread of a climate of inflation expecta-

tion growth started to decelerate from the

tions, the Bank of Korea made an upward

second quarter, even though exports were

adjustment of the Base Rate to 5.25 percent

favorable. On the other han, the rate of

in August and raised the interest rate on

price increases accelerated, affected by a

Aggregate Credit Ceiling Loans from an
29

the Base Rate by a total of 2.25 percentage

annual 3.25 percent to 3.5 percent.
Subsequently international oil prices

points from 5.25 percent to 3.0 percent on

shifted to a decline and the rate of increase

four occasions from October. As a result,

in prices began to slow down. In the fourth

the policy rate posted its lowest level since

quarter, however, as the financial crisis that

May 1999 when the central bank began to

had erupted in the United States spread all

make its policy rate target public.

around the world , a credit crunch emerged

In keeping with the downward adjustment

in the domestic financial markets and the

of the Base Rate, the Bank of Korea low-

growth of the domestic economy decelerat-

ered interest rates on Aggregate Credit

ed abruptly.

Ceiling Loans by 1.75 percentage points

To tackle this financial market unrest and
economic downturn energetically, the Bank

from 3.5 percent to 1.75 percent on four
occasions from October.

of Korea made downward adjustments of

< Chart Ⅱ - 2 >

Bank of Korea’
s Adjustments of the Base Rate
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For 2008, the volume of MSBs issued

trolled market liquidity by means of open

came to 151.4 trillion won but redemptions

market operations such as the issuance and

amounted to 174.8 trillion won. As a result,

redemption of Monetary Stabilization

the outstanding volume of MSBs stood at

Bonds (MSBs) and RP transactions in

126.9 trillion won at year-end, a decrease of

order to keep the call rate at the level of the

23.4 trillion won from the end of the previ-

Base Rate.

ous year.

In its open market operations, it made
more active use of RP transactions so that

II
Monetary Policy

During the year, the Bank of Korea con-

There was a decrease in the outstanding
volume of most MSB maturities.

the average balance of RP sales (based on

In particular, the outstanding volume of

the net amount) in 2008 amounted to 6.3

two-year MSBs declined sharply by 18.6

trillion won, an increase of 2.6 trillion won

trillion won from the end of the previous

from the previous year’s 3.7 trillion won.

year to 100.9 trillion won.

As it gradually brought the timing of open

In the case of outright securities transac-

market operations onto a regular schedule

tions, the Bank of Korea purchased 2.2 tril-

in keeping with the reform of the monetary

lion won worth of Treasury bonds in all on

policy operation system put in place from

four occasions during the year in order to

March 2008, RP transactions were con-

expand the pool of securities eligible for

ducted on a total of 69 occasions (sales 59

use in RP transactions. On November 19,

times, purchases 10 times), 15 times less

particularly, it purchased 1 trillion won

than in the previous year when they were

worth of Treasury bonds to stabilize the

conducted on 84 occasions (sales 70 times,

financial market.

purchases 14 times).
< Table Ⅱ - 1 > Issuance and Redemption of Monetary Stabilization Bonds(MSBs)
Unit : trillion won

2008

2006

2007

Issuance

150.0

156.7

151.4

Redemption

146.9

164.7

174.8

3.2

-8.1

158.4

150.3

Net issuance
Outstanding

annual

Ⅰ

Ⅱ

Ⅲ

Ⅳ

47.8

36.9

39.3

27.4

50.6

42.0

47.8

34.4

-23.4

-2.9

-5.1

-8.5

-7.0

126.9

147.6

142.4

134.0

126.9

Source : BOK
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Outstanding Amount of MSBs by Maturity

< Table Ⅱ - 2 >

(As of the period end)

2006

2007(A)

Unit : trillion won, %

2008
Ⅰ

Ⅱ

Ⅲ

change(B-A)

Ⅳ(B)

14-day

0.0

(0.0)

0.0

(0.0)

0.0

0.0

0.0

1.0

(0.8)

28-day

0.0

(0.0)

6.2

(4.1)

7.5

0.5

2.5

5.0

(3.9)

△1.2 (△0.2)

63-day

3.2

(2.0)

2.2

(1.5)

6.1

5.1

4.7

0.0

(0.0)

△2.2 (△1.5)

91-day

10.3

(6.5)

8.8

(5.8)

6.5

8.1

5.3

6.2

(4.8)

△2.6 (△1.0)

182-day

5.2

(3.3)

2.3

(1.5)

2.1

3.4

2.8

1.9

(1.5)

△0.4

19.5 (12.9)

22.2

17.1

15.3

Less than 1 year 18.6 (11.7)

1.0

14.1 (11.1)

(0.8)

(0.0)

△5.4 (△1.8)

364-day

10.0

(6.3)

7.9

(5.3)

6.0

8.3

9.0

8.3

(6.6)

0.4

(1.3)

546-day

12.5

(7.9)

3.5

(2.3)

1.5

3.1

3.8

3.6

(2.8)

0.1

(0.5)

2-year

117.3 (74.1)

119.5 (79.5)

117.9 113.9 105.9

100.9 (79.5)

△18.6

(0.0)

Over 1 year

139.8 (88.3)

130.9 (87.1)

125.4 125.4 118.7

112.9 (88.9)

△18.0

(1.8)

Total

158.4 (100.0)

150.3 (100.0)

147.6 142.4 134.0

126.9 (100.0)

△23.4

(0.0)

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

3. Improvement of Monetary Policy
Operations

target to the "BOK Base Rate," which is the
rate applied in transactions between the
Bank of Korea and counterpart financial

During 2008, the Bank of Korea made
efforts to heighten the efficiency of monetary policy and increase the policy effects.
First of all, it improved the system of

It also improved the tools of overall monetary policy to back up the interest rate-centered monetary policy more effectively.

monetary policy operation across-the-

Specifically, it improved the reserve

board, putting the revised framework in

requirement system to fix the volume of

place from March, to enhance the effects

necessary reserves in advance by changing

of monetary policy and create conditions

the accumulation method and period of

for the development of the short-term

reserve requirements. It also decided to put

financial markets .

the timing of open market operations on a

Accordingly, it changed the policy interest
rate decided by the Monetary Policy
Committee every month from the call rate
32

institutions.

regular schedule and changed the interest
rate applied in RP transactions.
Along with this, it introduced stand-by
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ished the Temporary Loans and Liquidity

deposit system (named Fund Adjustment

Adjustment Loans, whose functions largely

Loans and Fund Adjustment Deposits) and

overlapped those of the new facilities.

II
Monetary Policy

facilities in the form of a lending and

among existing lending systems, it abol-

< Table Ⅱ - 3 >

Bank of Korea’
s Deposit and Lending System
(As of the end of Dec. 2008)

Function

Loan Ceiling

Lending rate

Maturity

Deposit facilities

∙Strengthen the effect of
interest rate policy

Without limit

Base Rate - 1%1)

one day

Lending facilities

∙Strengthen the effect of
interest rate policy

Without limit

Base Rate + 1%2)

one day

Aggregate Credit
Ceiling Loans

∙Induce expansion of bank
loans to small and medium
enterprises

9 trillion won

1.75% per annum

one month

Without limit

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

close of
business
on the
same day

Intra-day
Overdrafts

Special Loans

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

∙Lender of last resort loans

Operated as required

Notes : 1) Base rate - 0.5% for the last business day of the reserve accumulation period
Notes : 2) Base rate + 0.5% for the last business day of the reserve accumulation period
Source : BOK
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4. Credit Policy

For the flexible adjustment of the eligible
purposes for receipt of Aggregate Credit

During 2008, the Bank of Korea managed

Ceiling loans in keeping with the economic

Aggregate Credit Ceiling loans taking into

situation, the Bank of Korea added the

consideration that financial conditions for

“Results of BOK Governor-designated

SMEs had worsened owing to the global

funds operations” to the scope of support

financial market unrest and resultant credit

funds allocated to individual financial insti-

crunch in the domestic financial market.

tutions, in addition to the existing

In this context from November, the Bank

Corporate Purchase Fund Loans,

of Korea raised the total Aggregate Credit

Electronic-type Credit Mortgage Loans and

Ceiling by 2.5 trillion won from 6.5 trillion

Trade Financing.
Meanwhile, intra-day overdrafts, which

won to 9 trillion won.
To boost support for regionally-based

are designed to facilitate the seamless flow

SMEs, it enlarged the share of the

of payments and settlements by financial

Aggregate Ceiling allocated to individual

institutions, saw a sharp rise from a daily

financial institutions from 1.5 trillion won

average of 506.3 billion won during the

to 4 trillion won, while keeping the share

December of the preceding year to 823.6

allocated to its regional branches at 4.9 tril-

billion won in the same month of the year

lion won and the reserve facility at 100 bil-

under review.

lion won.

< Table Ⅱ - 4 >
Jan.

Jul.

Aug.

Aug.

9.Oct

27.Oct

Nov.

7.Nov

Dec.

2007~

2007~

2007~

2008~

2008

2008

2008~

2008

2008~

8.0

6.5

6.5

6.5

6.5

6.5

9.0

9.0

9.0

Lending Rate
2.75
(annual%)

3.0

3.25

3.5

3.25

2.5

2.5

2.25

1.75

Credit Ceiling
(trillion won)

Source : BOK
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Aggregate Credit Ceiling and Lending Rate

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

Specialized banks
Foreign banks' branches
Total

2006

2007

Dec.

Dec.

404.8

232.9

1.2

Unit : billion won

2008
Mar.

Jun.

Sep.

Dec.

640.0

473.8

567.2

404.2

1.5

1.3

2.2

5.9

1.8

190.2

119.2

129.3

162.3

198.9

191.6

73.0

152.7

187.6

242.4

173.7

226.0

669.2

506.3

958.2

880.7

945.7

823.6

II
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Nationwide commercial banks
Local banks
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< Table Ⅱ - 5 >

Source : BOK

To effectively cope with the credit crunch

operations, it arranged measures to manage

in the domestic financial market following

the credit risk, including the setting of pur-

the spread of the global financial crisis, the

chase limits on individual institutions issu-

Bank of Korea was active in supplying liq-

ing credit products and the differential

uidity.

application of deposit money according to

First of all, it supplied liquidity through
existing open market operation and lending

the particular type of underlying eligible
securities in the case of RP transactions.

systems, including the outright purchase of

To improve the flow of funds in the direct

Treasury bonds, redemption of MSBs, RP

financial markets including the corporate

purchases and an increase in the Aggregate

bond and commercial paper market, which

Credit Ceiling.

had shrunk owing to worries over credit

It also decided to include bank bonds and

risk, the Bank of Korea decided to provide

some special bonds in the scope of securi-

liquidity support of up to 5 trillion won

ties eligible for open market operations for

through the outright purchase of Treasury

one year from November on a temporary

bonds held by financial institutions that

basis to diversify liquidity provision chan-

extended capital to the ‘Bond Market

nels and to facilitate the seamless circula-

Stabilization Fund’ and redemption of

tion of funds in the bond markets.

MSBs prior to maturity.

Along with this, in preparation for possi-

In December, it included bonds issued by

ble transfer of credit risk to the Bank of

Korea Housing Finance Corp. in the scope

Korea following the expansion of the

of securities eligible for open market opera-

scope of securities eligible for open market

tions, and added 12 securities companies to
35

its institutional counterparts for open mar-

and help them expand their credit supply

ket operations in a bid to supply more liq-

capacity, the Bank of Korea made a one-

uidity to the financial market.

time payment of 500 billion won in interest

To enhance banks’ financial soundness

on reserve deposits.

< Chart Ⅱ - 3 > Liquidity provision by the Bank of Korea after Lehman Brothers Failure
(18.Sep~31.Dec.2008)

Total amount of liquidity provision [19.5 trillion won]
� Open market operations [15.2 trillion won]
18.Sep
■ Purchase of long-term
and nonregular RPs
and reduction of
regular RP sales
(13.5trillion won)

■ Outright purchase of
Treasury bonds and
Interim redemption of
MSBs (1.7trillion won)

24.Oct
31.Oct
11.Nov
21.Nov
16.Dec
19.Dec
23.Oct
19.Nov

27.Oct
■ Expansion of eligible
securities and counterparts

3.Dec
12.Dec
23.Oct

� Loan policy
[1.7trillion won]

� Reserve requirements

[2.1trillion won]

36

interim redemption of MSBs,
0.7trillion won
outright purchase of Treasury
bonds, 1trillion won
include bank bonds and
some special bonds
include bonds issued by
Korea Housing Finance Corp.
add 12 securities companies
expand the total Aggregate
Credit Ceiling(6.5trillion won→
9.0trillion won) (as of the end
of 2008, provide 1.7trillion
won )

3.Dec

pay interest on reserve
deposits (0.5trillion won)

24.Nov

announce the support of bond
market stabilization fund (as of
the end of 2008, support
2.1trillion won)

system[0.5trillion won]

� The others

3.5trillion won(decrease RP
selling)
2trillion won(28-day)
1trillion won(91-day)
1trillion won(63-day)
2trillion won(28-day)
2trillion won(91-day)
2trillion won(28-day)

▣ expand of liquidity supply to financial
market
▣ diversify the liquidity provision channels and the instruments
▣ restore the interest rate mechanism
「lower the Base Rate → decrease
short-term market interest rate like
CDs → decrease long-term market
interest rate like corporate bonds and
deposit and lending bank interest
rate」
▣ improve the conditions for issuance of
debt securities, including corporate
bonds and CP

▣ induce expansion of bank lending to
SMEs
▣ enlarge lending capacity by improving
bank balance sheets and financial
soundness
▣ improve funds flow in direct financial
markets, including those for corporate
bonds and CP

III
The Bank of Korea's Conduct
of Its Business

1. Financial Stability and Payment &
Settlement Business

throughout the year. It also requested the
FSS to carry out the examination of one
bank. It also carried out joint examinations

Financial Stability Business

with the FSS on certain sectors of the business of ten banks on two occasions. In par-

Throughout the year, the Bank of Korea

ticular, after September when the liquidity

bolstered its gathering of on-the-spot infor-

risk of financial institutions increased, it

mation by using its examination of finan-

reduced its comprehensive examinations

cial institutions in order to pick up prompt-

of individual financial institutions, instead

ly on factors making for financial system

conducting intensive checkups on fragile

unrest. It also sought the effective exercise

sectors of their business through short-term

of its function of financial market stabiliza-

partial examinations.

tion through publication of the Financial

In September, it held a partial examination

Stability Report and analysis of financial

of the Seoul Branch of Lehman Brothers to

institutions' management status and of cur-

grasp the effects of the suspension of busi-

rent financial issues.

ness.

First of all, the Bank of Korea conducted

Besides this, in November, it undertook

joint examinations with the Financial

the partial examination of nine large banks’

Supervisory Service (FSS) on three banks

overall fund-raising and operation situation
37

to check on the likelihood of the deteriora-

provided of fragile sectors and potential

tion of soundness of fragile sectors such as

risk factors in the Korean financial system.

the management status of deposits, loans,

In particular, it undertook the in-depth

liquidity, and real estate project financing.

analysis of how the global financial market

It also gauged the effectiveness of the Bank

instability triggered by the U.S. subprime

of Korea’s measures of lowering the Base

mortgage meltdown, the worsened liquidi-

Rate, expanding won- and foreign-curren-

ty situation of domestic banks and the fall

cy liquidity, and raising the Aggregate

in housing prices affected financial stabili-

Credit Ceiling.

ty, and indicated potential risk factors of the

Through these examinations, the Bank of

financial system at an early stage, thereby

Korea was able to gather timely on-the-spot

contributing to providing economic entities

information on financial institutions and the

with a basis to make balanced judgments

financial market, and check their obser-

concerning financial stability.

vance of monetary policy-related regula-

It also expanded its early warning system

tions and rules, as well as the ripple effects

to detect signs of abnormality in the finan-

of policies, while making use of the exami-

cial markets through development of a

nation findings for the establishment and

credit rating DB in the small and medium-

implementation of monetary policy.

sized company sector and a financial mar-

Through its publication of Financial

ket liquidity index. Through improving the

Stability Report twice a year, in April and

stress testing method of the financial sys-

October, a comprehensive evaluation was

tem and surveying enterprises and house-

Joint Examinations and Examination Requests1)

< Table Ⅲ - 1 >

Unit: number

Joint Examination
Comprehensive Examination

Examination Request

Special Examination

2005

2006

2007

2008

2005

2006

2007

2008

2005

2006

2007

2008

Domestic Banks

6

6

5

3

1(17)

2(12)

1(6)

1( 9)

-

-

1

-

Foreign Banks
Branches

2

2

1

-

-

-

-

1( 1)

2

2

1

1

Total

8

8

6

3

1(17)

2(12)

1(6)

2(10)

2

2

2

1

Note : 1) The figures in parenthesis are the number of banks that underwent examination.
Source : BOK
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Straight-Through-Processing (STP) of fund

the accuracy of financial stability evalua-

transfers between participating institutions

tions and their predictive power.

through direct hook-ups between the BOK-

III
The Bank of Korea's Conduct
of Its Business

holds as to credit risk trends, it enhanced

Wire+ server and participating institutions’
Payment and Settlement Business

servers.
As financial investment companies were

The Bank of Korea’s efforts to enhance

authorized to participate in retail payment

the safety and efficiency of the payment

systems through a net settlement agency

and settlement systems included prepara-

following the implementation (Feb. 4,

tions for the smooth migration to BOK-

2009) of the “Financial Investment

Wire+ and the drawing up of risk manage-

Services and Capital Market Act”, it pre-

ment proposals for financial investment

pared a detailed settlement risk manage-

companies’ participation in the retail pay-

ment method related to net settlement

ment system.

agency business in May.

It completed in August the development

First, financial investment companies

of the computer system of the new BOK-

were allowed to deal with net settlement

Wire+, which is working to bring into oper-

business through BOK-Wire by entrusting

ation in the first half of 2009, to help insti-

the business to banks. In urgent cases, how-

tutions participating in BOK-Wire reduce

ever, they were allowed to handle the busi-

the burden of settlement liquidity, and in

ness directly on a temporary basis.

September-December it conducted joint
testing with participating institutions.

The net liability limit of net settlement
consignment institutions should be man-

To help participating institutions use

aged in accordance with banking rules. To

BOK-Wire+ easily, the Bank of Korea held

guarantee net settlement consignment insti-

an explanatory meeting for them on settle-

tutions’ implementation of settlements, it

ment procedures, structures, using proce-

required them to post collateral equivalent

dures and settlement disposal methods of

to over 100 percent of the net settlement

BOK-Wire+.

agency limit with the net settlement agency

As a means of reducing operation risk,
meanwhile, it made preparations for the

bank.
For the safety of net settlement agency
39

business, it also set criteria for its approval.
In July, it extended the calculation period

ment system subject to surveillance the

of the unsettled net liabilities of net settle-

securities institution settlement system,

ment participating institutions from

which has large knock- on effects on the

00:00~24:00 of D-1 day to 11:30 of D day,

financial market in case of a participating

coordinating the timing of fixing banks’

institution’s settlement failure because its

one-day net liabilities and the net settle-

turnover is substantial and is closely linked

ment timing (11:30) between banks.

with settlements between Korea Stock

As the payment settlement timing

Exchange member institutions. It conduct-

between purchasers and sellers in B2C e-

ed appraisals on the bond over-the-counter

commerce changed from D-1 day to D day,

market settlement system and on BOK-

it improved the unsettled net liability man-

Wire in October and December respective-

agement system in August by including it

ly.

in within the scope of objects for the establishment of net liability ceilings.

During the period from April to June, it
implemented the second-phase receipt slip

The Bank of Korea moved preemptively

truncation project for banks in the Seoul

to counter financial market instability

region that do not have R/S(Reader

immediately after Lehman Brothers’ cessa-

Scanner) machines. In September, to

tion of business by flexibly operating the

enhance convenience for customers using

closing time of the BOK-Wire so as to

the payment settlement system, the Bank of

secure the stability of the payment and set-

Korea formally established the “USIM

tlement system. And, from November, it

mobile chip-based RF method CD/ATM

extended the operating hours of BOK-Wire

use standard”, which enables access of the

by 30 minutes(17:00 to 17:30).

CD/ATMs of all financial institutions by

Along with this, it carried out simulation

40

In June, it designated as a payment settle-

use of a USIM chip.

training in accordance with the “Business

During the year, the average daily volume

Continuity Planning(BCP) of BOK-Wire”

and value of settlements through BOK-

in May and November, continuously

Wire were 10,202 transactions and 172.8

improving the plan for its effective use in

trillion won, representing increases of 11.8

the event of a disaster.

percent and 15.9 percent respectively from
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the previous year. As of the end of 2008,

ipating in BOK-Wire reached 129, includ-

the number of financial institutions partic-

ing 54 banks.

The Bank of Korea's Conduct
of Its Business

< Table Ⅲ - 2 >

III

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

2007(A)

2008(B)

change(B-A)

%change

<Volume>
Domestic Currency Funds Transfer
(Gross Settlement)
(Net Settlement)
Treasury Funds Receipt and Payment

8,264

(90.6)

9,318 (91.3)

1,054

12.8

7,833

(85.8)

8,878 (87.0)

1,045

13.3

431

(4.7)

440

(4.3)

9

2.1

812

(8.9)

836

(8.2)

24

3.0

BOK Loans

23

(0.2)

22

(0.2)

-1

-4.3

Government and Public Bonds

25

(0.3)

26

(0.3)

1

4.0

10,202 (100.0)

1,078

11.8

(-)

0

0.0

Total
Foreign Exchange Funds Transfer

9,124 (100.0)
9

(-)

9

141,306

(94.8)

163,507 (94.6)

22,201

15.7

128,517

(86.2)

147,577 (85.4)

19,060

14.8

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

12,789

(8.6)

15,930

(9.2)

3,141

24.6

3,012

(2.0)

3,703

(2.1)

691

22.9

720

(0.5)

652

(0.4)

-68

-9.4

4,058

(2.7)

4,936

(2.9)

878

21.6

172,798 (100.0)

23,702

15.9

10

4.0

149,096 (100.0)
249

(-)

259

(-)

Note : 1) On a daily average basis. Figures in parenthesis are percentage shares in total.
Source : BOK

2. Currency Issue

to meet the market’s demand for currency
seamlessly. It also carried out the preparato-

During the course of the year under

ry work for the friction-free issuance of

review, the Bank of Korea conducted cur-

50,000-won banknotes, which is set for the

rency issue business with a focus on main-

first half of 2009.

taining the supply of currency at an opti-

For the year as a whole, in terms of the

mum level and keeping the quality of cur-

issue and withdrawal of currency, total

rency in circulation at an appropriate level

issuance amounted to 29,774.4 billion won
41

and 28,338.0 billion won was collected,

Looking at the denomination structure of

resulting in the net issuance of 1,436.4 bil-

currency in circulation, banknotes made up

lion won.

94.3 percent by value and coins accounted

Consequently, as of the end of the year,

for the remaining 5.7 percent.

the total volume of currency in circulation

Among these banknotes, the 10,000-won

registered 30,758.3 billion won, an increase

note, which plays a pivotal role, accounted

of 4.9 percent over the previous year-end,

for 87.1 percent of the total value of curren-

showing slower growth compared with the

cy in circulation.
It was followed by the 1,000-won note,

previous year.
This was attributable to reduced demand

with a 3.8 percent share of the value of cur-

for currency by the private sector in the

rency in circulation, and the 5,000-won

wake of the overall economic slowdown

note with a 3.4 percent share. Compared

prompted by the financial market unrest.

with the end of 2007, the share of the

Looking at the types of currency issued,

1,000-won note and the 5,000-won note

there was a net increase of 5.0 percent over

narrowed by 0.2 of a percentage point each

the previous year-end in the issue of ban-

and that of the 10,000-won note widened

knotes, showing a slight slowdown of the

by 0.5 of a percentage point, resulting in a

pace of increase from the previous year.

further deepening of the concentration on

The rate of increase of the issue of coins,

the 10,000-won note.
In terms of the number of currency units,

meanwhile, stood at 3.5 percent.

< Table Ⅲ - 3 >

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

2007
outstanding
Banknotes

2008

2008

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

outstanding

27,540.9 (5.2)

29,690.7

28,316.4

1,374.3

28,915.2 (5.0)

10,000won

25,306.5 (5.8)

28,591.7

27,198.3

1,393.4

26,699.9 (5.5)

5,000won

1,058.0 (-8.2)

496.3

521.0

-24.7

1,033.3(-2.3)

1,000won or less

1,176.3 (6.2)

602.7

597.1

5.6

1,181.9 (0.5)

Coins

1,781.0 (7.3)

83.7

21.6

62.1

1,843.1 (3.5)

Total

29,321.9 (5.3)

29,774.4

28,338.0

1,436.4

30,758.3 (4.9)

Notes : 1) Figures in parenthesis refer to percentage changes compared with the previous year
Source : BOK
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< Table Ⅲ - 4 > Percentage Shares in Total Banknotes and Coins by Denomination1)

III

Unit : %, %p

2007(A)

change(B-A)

Value

Number

Value

Number

Value

Number

94.2

18.2

94.3

18.2

0.1

0.0

10,000won

86.6

11.8

87.1

12.0

0.5

0.2

5,000won

3.6

1.0

3.4

0.9

-0.2

-0.1

1,000wom

4.0

5.4

3.8

5.3

-0.2

-0.1

Coins

5.8

81.8

5.7

81.8

-0.1

0.0

500won

2.8

7.7

2.8

7.7

0.0

0.0

100won

2.4

32.8

2.4

32.9

0.0

0.1

50won

0.3

8.3

0.3

8.2

0.0

-0.1

10won

0.2

29.4

0.2

29.5

0.0

0.1

5won

0.0

1.0

0.0

1.0

0.0

0.0

1won

0.0

2.6

0.0

2.5

0.0

-0.1

100.0

100.0

100.0

100.0

0.0

0.0

Total

The Bank of Korea's Conduct
of Its Business

Banknotes

2008(B)

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

banknotes accounted for 18.2 percent of the

knotes were received, an increase of 0.8

total and coins for 81.8 percent. Among

percent from the previous year.

banknotes, the 10,000-won note made up

The manufacturing volume of banknotes

12.0 percent of total units of currency in

decreased owing to a base effect following

circulation, the highest proportion among

the expansion of manufacturing volume

notes. Among coins, the 100-won coin rep-

related to new 10,000-won and 1,000-won

resented 32.9 percent of the units of curren-

banknotes during 2007. However, the man-

cy in circulation, the highest proportion,

ufacturing volume for coins expanded as

and the 10-won coin accounted for 29.5

the volume of issuance reserve funds at the

percent of the total.

end of the previous year fell below the level

Orders placed by the Bank of Korea with

of the yearly average.

the Korea Minting and Security Printing
Corporation during 2008 on the basis of
value came to 12,183.3 billion won, a 22.6
percent decrease from the previous year.
On a volume basis, 2,590.11 million ban43

< Table Ⅲ - 5 >

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

Value
2007
Banknotes
Coins2)
Total

Number
2008

2007

2008

15,680.0 (51.1)

12,070.0(-23.0)

2,000.0 (25.0)

1,710.0 (-14.5)

63.6 (-48.5)

113.3 (78.1)

570.1(-24.0)

880.1 (54.4)

15,743.6 (49.9)

12,183.3(-22.6)

2,570.1

(9.4)

2,590.1

(0.8)

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

Meanwhile, the share of new banknotes

won notes . The comparable replacement

issued in January 2006 (new 5,000-won

rates were 82.3 percent for the new 5,000-

notes) and in January 2007 (new 10,000-

won notes and 76.7 percent for the new

won notes, new 1,000-won notes) in the

1,000-won notes.

total of these denominations in circulation

With the increasing proportion of ban-

reached 87.1 percent as of the end of the

knote circulation consisting of new ban-

year, accounting for most of the banknotes

knotes incorporating enhanced security fea-

in circulation.

tures, the number of counterfeit notes

By denomination, new 10,000-won ban-

detected, which had been on a steady rise,

knotes accounted for 92.0 percent of the

decreased for the second consecutive year

total of the denomination in circulation,

from 2007.

having replaced most of the old 10,000-

< Table Ⅲ - 6 >

The total number of counterfeit notes

Percentage Shares in Issuance of New Banknotes
(on the number basis)

Unit : %

2007
end of Dec.

end of Jun.

end of Dec.

1)

44.6

78.6

88.3

92.0

2)

15,000 won

77.1

79.7

80.5

82.3

11,000 won1)

44.2

67.3

73.7

76.7

Total

46.4

75.3

83.5

87.1

10,000 won

Notes : 1) Issued from Jan. 22. 2007
Notes : 2) Issued from Jan. 2. 2006
Source : BOK
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2008

end of Jun.
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Counterfeit Banknotes Detected

< Table Ⅲ - 7 >

unit : number, %

2006

2007(A)

2008(B)

12,889

21,939

15,678

15,448

-230

-1.5

10,000won

5,404

13,624

8,438

5,825

-2,613

-31.0

5,000won

7,337

7,387

6,631

9,251

2,620

39.5

1,000won

148

928

609

372

-237

-38.9

Total

change(B-A)

III

% change

The Bank of Korea's Conduct
of Its Business

2005

Source : BOK

detected during the year stood at 15,448, a

The Bank of Korea issued “commemora-

decrease of 230 or 1.5 percent from the pre-

tive coins” on the occasion of the 60th

vious year. Most of the counterfeit notes

anniversary of the founding of the Republic

found were of old banknotes and some

of Korea on August 8 at the request of the

attempted counterfeits of new banknotes

government. As the second piece in a series

were so crude that they could be easily rec-

of coins featuring traditional folk games

ognized with the naked eye.

that take traditional Korean folk games as

Besides this, the Bank of Korea steadily

their theme, it issued “Ganggangsullae

put in place the preparations for the issue of

(Korean circle dances)” commemorative

50,000-won banknotes, slated for the first

coins on October 17.

half of 2009.
In keeping with the plan for the issue of
high-denomination banknotes, which was
resolved by the Monetary Policy
Committee on December 31, 2007, it
pushed ahead with its implementation by
holding plenary sessions (six occasions)
and individual consultation meetings (36
occasions) of the Currency Design
Consultation Committee, while carrying
out tests on the incorporation of new anticounterfeiting features.
45

< Chart Ⅲ - 1 >

New Commemorative Coins
Face

Tail

60th anniversary
of the Republic
of Korea

Ganggangsullae
(Korean Circle
Dances)

Source : BOK

3. Foreign Exchange and Reserve
Management

use of foreign currency loans. Jointly with
the Financial Supervisory Service, it also
conducted examinations on the manage-

Foreign Exchange Management Business

ment status of the foreign currency liquidity
of banks handling foreign exchange.

To cope with the worsening of domestic

As an initial step, the Bank of Korea

foreign currency liquidity in the wake of

announced on October 30 that it had signed

the global credit crunch, the Bank of Korea

a currency swap agreement with a ceiling

implemented steps to stabilize the foreign

of 30 billion dollars with the U.S. Federal

exchange market, including the conclusion

Reserve to quell the mood of unease in the

of currency swap agreements with central

domestic foreign exchange market amidst

banks of major countries, the supply of for-

the deepening of the global financial crisis

eign currency liquidity to foreign exchange

from September onwards.

banks, and smoothing operations in the foreign exchange market and swap market.

46

Along with this, it announced on
December 12 an expansion of its currency

To help borrowers of foreign-currency

swap facility with the Bank of Japan and

loans reduce their servicing burden follow-

the conclusion of a 180 billion yuan curren-

ing the won’s depreciation against the dol-

cy swap agreement with the People’s Bank

lar, the Bank of Korea eased limits on the

of China.

Counterparty
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< Table Ⅲ - 8 >

Details of Swap Facilities with FRB, PBC, BOJ
Announcement

Expiry date
1)

Amount

Currency

2008.10.30

2009.4.30

30 billion U.S. dollars

won/U.S.dollar

PBC

2008.12.12

3 year from swap facility

180 billion yuan
(3.8 trillion won)

won/yuan

BOJ

2008.12.12

2009.4.30

amount equivalent to
20 billion U.S.dollars2)

won/yen

III
The Bank of Korea's Conduct
of Its Business

FRB

Notes : 1) On Feb. 4, 2009, the swap contract period was extended to October 30, 2009.
Notes : 2) Expanded from the existing 3 billion dollars equivalent to 20 billion dollars equivalent.
Source : BOK

It supplied 10.27 billion dollars to foreign

currency funds and the sustained outflow of

exchange banks facing difficulties in mobi-

foreigners’ investment funds from domes-

lizing foreign currency funds from abroad

tic securities, it carried out jointly with the

through swap transactions using a competi-

government smoothing operations to stabi-

tive bidding method on a total of seven

lize the foreign exchange market.

occasions from October. It also provided

While continuing its participation in the

support of 10.35 billion dollars through

swap market, which had been implemented

lending transactions utilizing a competitive

since September 2007 to ease imbalances

bidding method on three occasions in

in the swap market, it expanded the supply

December.

of long-term foreign currency funds

To support foreign exchange banks’
export financing, it resumed loans to small

through long-term CRS pay after
November.

and medium-sized companies against the

From August 2007, the Bank of Korea

security of export bills, which had been

had limited the use of foreign exchange

suspended since 1999. On December 29, it

banks’ foreign currency loans to real

expanded on a provisional basis the eligi-

demand for overseas use and domestic

bility of recipients of loans against export

facilities investments for manufacturing

bills from small and medium-sized compa-

companies. However, as foreign currency

nies to all domestic companies with effect

borrowers’ burden of repayment of princi-

until the end of 2009 .

pal and interest increased sharply owing to

As the won/dollar exchange rate soared

a fall in the won’s value in 2008, it took

sharply owing to the worsening of condi-

steps to ease limits on the use of foreign

tions for domestic banks to borrow foreign

currency loans on three occasions.
47

In March, it allowed a single one-year

2. Reserve Management

extension of repayment periods for foreign
currency loans for working capital matur-

As of the end of 2008, the nation’s foreign

ing after 2008. In October, it also allowed a

exchange reserves stood at 201.2 billion

two-year extension of the repayment period

dollars, having decreased by 61 billion dol-

for foreign currency loans for working cap-

lars since the previous year-end.

ital maturing after 2008.
To help exporting companies subscribing

exchange authorities’ consistent supply of

to currency option products, including

foreign currency liquidity to ease unrest in

KIKO (Knock-In Knock-Out), ease their

the domestic foreign currency fund market

difficulties, it allowed loans for settlement

in the wake of global financial crisis, which

of currency option products for the purpose

offset the effects of the increase in operat-

of risk hedging.

ing profits from the holdings of foreign cur-

In December, the Bank of Korea abol-

rency assets.

ished the limit on the repayment period of

Looking at the components of the foreign

foreign currency loans for working capital

exchange reserves, foreign exchange in the

that had been taken out before the step in

form of deposits and securities shrank by

August 2007 limiting the use of foreign

61.3 billion dollars from the previous year-

currency loans.

end. On the other hand, there was an

Meanwhile, the Bank of Korea participat-

increase of 300 million dollars in the coun-

ed in joint examinations with the Financial

try’s IMF position and very little change in

Supervisory Service of nine foreign

holdings of gold and SDRs.

exchange banks in November to check the
status of foreign currency funds mobilization and operation, the operation and risk
management of foreign current deposits
and loans, and credit risk related to derivatives financial transactions, including
KIKO.

48

This was attributable to the foreign
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< Table Ⅲ - 9 >

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

Securities1)
2)

Deposits

2008(B)

263,224

201,223

△61,001

243,135

184,927

△58,208

18,636

15,552

△3,084

Reserve position in IMF

III

change(B-A)

310

583

273

SDRs

69

86

17

Gold

74

75

1

The Bank of Korea's Conduct
of Its Business

International Reserves

2007(A)

Notes : 1) Includes securities being operated under R/Ps
Notes : 2) Excludes R/P-related deposits
Source : BOK

The Bank of Korea managed the foreign

from the end of the previous year to 76.1

exchange reserves with the aim of securing

percent, and that of liquid assets kept a sim-

their safety and liquidity during 2008 to

ilar level to the end of the previous year at

cope with a steep rise in credit risk in the

5.8 percent.

global financial markets and soaring

On the other hand, it placed 4.9 billion

demand for foreign currency liquidity in

dollars with Korea Investment Corp.

the domestic foreign exchange market.

(KIC), being the remaining balance of the

To enhance the safety of assets, it strictly

17 billion dollars it had agreed to entrust to

controlled the credit risk of investment

the KIC, an amount representing 18.1 per-

products and trade partners.

cent of the total reserve holdings, up 6.5

To cope effectively with external payment
demands, it maintained an appropriate vol-

percentage points from the end of the previous year.

ume of liquid assets in operation as U.S.

In terms of currency composition, assets

dollar short-term assets. To this end, it con-

were allocated among major currencies like

verted some medium and long-term bonds

the US dollar, the euro, the Japanese yen

from income-yielding assets into cash, flex-

and the British pound, in order to hedge the

ibly adjusting the proportion of the various

foreign exchange risk of the foreign

types of assets holdings.

exchange reserves.

Viewing the composition of assets as of

As of the end of 2008, the share of U.S.

the end of 2008, the share of income-yield-

dollar denominated assets in the foreign

ing assets dropped by 8.4 percentage points

exchange reserves stood at 64.5 percent,
49

Percentage Shares in Foreign Assets

< Table Ⅲ - 10 >

Unit : %, %p

2007(A)
1. By Asset

2. By Currency

3. By Commodity

liquid assets

2008(B)

change(B-A)

3.9

5.8

1.9

income assets

84.5

76.1

△8.4

entrusted assets

11.6

18.1

6.5

US dollars

64.6

64.5

△0.1

Others

35.4

35.5

0.1

7.4

8.4

1.0

35.5

31.8

△3.7

Deposits
Securities
Government Bonds
Agency Bonds

28.8

22.4

△6.4

Corporate Bonds

15.4

16.9

1.5

ABS

11.6

17.0

5.4

1.3

3.5

2.2

100.0

100.0

-

1)

Stocks
Total

Note : 1) Share of stock investment in assets entrusted to KIC.
Source : BOK
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similar to the level of the share of U.S. dol-

To cope with the credit crisis in the global

lars in the world’s total foreign exchange

financial market, the Bank of Korea

reserves (IMF basis).

strengthened its risk management of for-

By product, the share of bonds issued by

eign currency asset operations. As an initial

government and government agencies

step, it bolstered its monitoring of trading

decreased as a large amount of such bonds,

counterparts, and set and managed risk lim-

for which large transactions were available

its by trading institution in a conservative

and whose interest rates had fallen sharply,

manner. It also improved the credit risk-

were sold to secure foreign currency liq-

measurement process to enhance its accu-

uidity from financial sources.

racy and consistency.

On the other hand, the share of asset-

To be prepared against a liquidity crisis

backed bond, which are relatively superior

arising in the wake of the global financial

in terms of safety and profitability, expand-

market unrest, it supplemented its methods

ed and that of stock investment increased

of measuring liquidity risk. To measure

owing to the additional placement with the

extreme Tail Risk, it introduced a method

KIC.

for estimation of Expected Shortfall Risk
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that uses Monte-Carlo simulation.

Investment Corp. (IIC), 12.71 million dollars to the International Monetary Fund

the data of computer systems for foreign

(IMF), 6 million dollars to International

currency asset operation and augmented

Bank for Reconstruction and Development

the function of information security man-

(IBRD), 3.5 million dollars to the Africa

agement to cope with an increase in exter-

Development Bank (AfDB), and 20,000

nal factors threatening computer security.

dollars to the Common Fund for

To enhance the efficiency of transactions, it

Commodities (CFC) for technical assis-

also expanded electronic transactions mak-

tance to low-income developing countries.

ing use of Trade Web.

III
The Bank of Korea's Conduct
of Its Business

It strengthened backup systems to protect

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

3. International Cooperation Business

of the Bretton Woods organizations, including IMF quotas and reform of voting rights,

During 2008, the Bank of Korea energetically engaged in international cooperative

doing its utmost to ensure Korea’s position
was reflected in these issues.

activities. Firstly, it contributed or sub-

The Bank of Korea also endeavored to

scribed a total amount equivalent to 230.21

strengthen financial cooperation in the

million dollars to international financial

Asian region. Through expansion of the

agencies of which Korea is a member.

scale of its currency swap agreement with

To support the social and economic devel-

the Bank of Japan and conclusion of a cur-

opment of developing countries, it sub-

rency swap agreement with the People’s

scribed a further 82.54 million dollars to the

Bank of China, it helped bolster regional

International Development Association

financial cooperation while actively partic-

(IDA), and 15.68 million dollars to the

ipating in discussions on broadening and

Africa Development Fund (AfDF).

deepening the Chiang Mai Initiative so as

Besides this, it contributed 50 million dollars to the Inter-American Development

to build up a strengthened system of
regional financial cooperation.

Bank (IDB), 39.76 million dollars to the

It continued its efforts to foster regional

Asian Development Bank (ADB), 20 mil-

bond markets and improved market infra-

lion dollars to the Inter-American

structure, taking an active part in the dis51

cussions about the Asian Bond Market

between Korea and China and between

Initiative of ASEAN+3, including estab-

Korea and Japan, the existing close rela-

lishment of a Credit Guarantee Investment

tionships among these central banks were

Mechanism (CGIM), and Asian Bond

maintained and cultivated.

Fund 2 (ABF2), jointly established by the

In addition to this, the Bank of Korea suc-

central banks of the Executive Meeting of

cessfully held a meeting of the regular

East Asia and the Pacific (EMEAP) mem-

forum with the central bank of Germany

ber countries in 2005.

(Deutsche Bundesbank), enlarging the

It also further bolstered the framework of
cooperation with foreign central banks by

with Europe.

its energetic participation in the activities of

As part of the technology assistance pro-

organizations for central bank cooperation

gram for developing countries, the Bank of

including the Bank for International

Korea dispatched BOK officials to the

Settlements (BIS), EMEAP and South East

Central Bank of Nepal(Nepal Rastra

Asian Central Banks (SEACEN).

Bank), extended the secondment of its offi-

By successfully holding the BOK-BIS

cials to the Central Bank of Cambodia, who

joint seminar, the 35th EMEAP executives’

were dispatched there in 2007, and con-

meeting, EMEAP Payment and Settlement

ducted a job training course to which cen-

Working Group meeting and SEACEN

tral bank officials of these countries were

training courses and workshops, it further

invited.

solidified the system of cooperation with

Besides this, the Bank of Korea held a

central banks banking organizations, at the

Central Banking Seminar for central bank

same time enhancing the status of the Bank

officials of major countries and invited cen-

of Korea within the bodies concerned.

tral bank officials of developing and transi-

Through the holding of central bank gov-

tion countries to the Central Banking Study

ernors’ meetings of the three Northeast

Program, which is designed to transfer

Asian countries(South Korea, China and

business know-how, thereby bolstering

Japan), regular meetings of senior working

exchanges and cooperative relations with

level officials, and regular bilateral meet-

foreign central banks.

ings of senior central bank officials
52

scope of its exchanges and cooperation

It was particularly active in inviting cen-
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tral bank officials of resource-rich countries

4. General Business

III

in Central Asia and the Middle East in

The Bank of Korea's Conduct
of Its Business

keeping with the government’s resource

1. Deposits and Credits

diplomacy policy.
In order to cultivate active financial diplo-

The Bank of Korea’s outstanding loans

macy, it also participated enthusiastically in

extended to financial institutions amounted

the annual meetings of international finan-

to 8,106.2 billion won as of the end of

cial agencies including the IMF/World

2008, an increase of 1,697.1 billion won

Bank Group, the ADB, the IDB and the

from the previous year-end.

EBRD as well as in meetings related to the

The Bank of Korea’s deposits decreased

international financial system, such as the

by 13,038.3 billion won to 80,557.2 billion

G-20, a conference body of major

won as of the end of the year under review.

advanced countries and newly emerging
countries.

By type of deposit, Korean won-denominated deposits increased by 21,718 billion

In particular, Korea will serve as a mem-

won, but foreign currency-denominated

ber of the G-20 Troika from 2009 as the

deposits decreased by 34,756.3 billion won

country was named the chair country of the

in Korean won terms, led by those with the

G-20 meeting in 2010. Accordingly, the

Foreign Exchange Stabilization Fund.

Bank of Korea plans to play a more active
role in discussions about global financing
and economic cooperation.

< Table Ⅲ - 11 >

Loans of the Bank of Korea1)
Unit : billion won

Outstanding

Aggregate Credit Ceiling

Change

2007

2008

2007

2008

6,409.1

8,106.2

-2,958.5

1,697.1

Note : 1) Excludes loans to government
Source : BOK
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Deposits with the Bank of Korea

< Table Ⅲ - 12 >

Unit : billion won

Outstanding

Change

2007

2008

2007

30,860.8

52,578.8

3,238.4

21,718.0

27,180.1

34,194.1

3,052.4

7,014.0

Non-resident Deposits

3,680.7

18,384.7

186.0

14,704.0

Foreign Currency Deposits

62,734.7

27,978.4

8,541.7

-34,756.3

1,822.8

7,040.1

702.3

5,217.3

60,911.8

20,938.2

7,839.4

-39,973.6

93,595.5

80,557.2

11,780.1

-13,038.3

Won Deposits
Reserve Deposits by Deposit Money Banks
1)

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

2008

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

2. Treasury Business

During the year, Treasury revenues
amounted to 767,148.7 billion won and dis-

For the convenience of individual taxpay-

bursements to 778,122.9 billion won.

ers, the government allowed people to pay

Accordingly, there was a total deficit of

income tax, value added tax, comprehen-

revenue to disbursements of 10,974.2 bil-

sive real estate holding tax, liquor tax, spe-

lion won during the year, so that as of the

cial excise tax and tariffs of less than 2 mil-

end of 2008 the outstanding balance of the

lion won by credit card through the Korea

government’s current account with the

Financial Telecommunications & Clearings

Bank had decreased from its 16,254.9 bil-

Institute from October 2008.

lion won as of the end of 2007 to 5,280.7

As part of the comprehensive measures to
deal with the effects of high oil prices, the
government also paid substantial refunds
on oil costs to workers and self-employed
persons from November 2008. Related to
this, the Bank of Korea developed a
Treasury demand and supply system, to
ensure the trouble-free handling of the
national tax receipt and oil price refund
businesses.
54

billion won as of the end of 2008.
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< Table Ⅲ - 13 >

Revenues and Disbursements of Government
Unit : billion won

2007
Outstanding
16,254.9

Treasury
Revenue(A)

Disbursement
(B)

767,148.7

778,122.9

2008
Change
(A-B)

Outstanding

-10,974.2

5,280.7

III
The Bank of Korea's Conduct
of Its Business

Government Current Account

2008

Source : BOK

In connection with loans to government,

extended to the Grain Management Special

the Bank of Korea set the ceiling on credit

Account and an amount of 1,117.2 billion

to government at 20,300 billion won, a

won, representing all of the funds that had

decrease of 50 billion won from the previ-

been extended to it the previous year, was

ous year, after obtaining approval from the

collected.

Monetary Policy Committee. This was in

Meanwhile, the number of financial insti-

line with the government’s upper limit on

tutions’ headquarters and branches han-

temporary borrowings from the central

dling Treasury business as Treasury agen-

bank that had been duly approved by the

cies stood at 16,202 in all as of the end of

National Assembly.

the year under review, 413 more than the

Loans of 1,117.2 billion won were

< Table Ⅲ - 14 >

15,789 at the previous year-end.

Ceilings on Loans to Government
Unit : billion won

Ceilings on Temporary Loans

2007(A)

2008(B)

20,350.0

20,300.0

Change(B-A)
-50.0

Source : BOK

< Table Ⅲ - 15 >

Loans to Government
Unit : billion won

2007
Outstanding
Special Account for Grain Management 1,117.2

2008
Loans(A)

Redemption(B)

1,117.2

1,117.2

2008
Change(A-B)
0.0

Outstanding
1,117.2

Source : BOK
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3. Securities Business

Carrying out the issuance and redemption

During the year under review, Monetary

of securities on behalf of the government,

Stabilization Bonds(MSBs) to a total value

the Bank of Korea issued 52,054 billion

of 151,390 billion won were issued while

won’s worth of government bonds and

174,792.8 billion won worth were

redeemed 43,137 billion won worth, result-

redeemed, resulting in net redemption of

ing in an expansion of the outstanding

23,402.8 billion won. Consequently as of

amount issued by 8,917 billion won to

the end of the year, the outstanding amount

239,290.3 billion won.

of MSBs reached 126,937.2 billion won,
15.6 percent less than at the previous yearend.

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

2007

Monetary Stabilization Bonds

2008

2008

Outstanding

Issuance(A)

Redemption(B)

Net Issuance(A-B)

Outstanding

150,340.0

151,390.0

174,792.8

-23,402.8

126,937.2

Source : BOK

< Table Ⅲ - 17 >

Issuance and Redemption of Government Bonds1)
Unit : billion won

2007
Treasury Bonds
Foreign Exchange Stabilization
Fund Bonds3)
Total

2008

2008

Outstanding

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

Outstanding

227,373.3

52,054.0

40,137.0

11,917.0

239,290.3

3,000.0

0.0

3,000.0

-3,000.0

0.0

230,373.3

52,054.0

43,137.0

8,917.0

239,290.3

Notes : 1) Issuance and redemption of government bonds by the Bank of Korea acting for the government
Notes : 2) Includes early redemption(Buy-back) of 13,304 billion won’
s worth of bonds.
Notes : 3) Since Nov. 12, 2003, their issue has been integrated with that of Treasury bonds with only redemption
operations being conducted. The bond-related business came to an end as redemption was completed on
July 4, 2008.
Source : BOK
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Meanwhile, the scale of the fungible issue

issued, there was net issuance of 11,917 bil-

of government bonds, issued at identical

lion won in Treasury bonds in order to raise

maturities and coupon rates during a fixed

the financial resources needed for foreign

period of time in order to encourage the

exchange market stabilization and the

development of the government bond mar-

redemption of public funds.

ket, reached 45,249 billion won, making up

Foreign Exchange Stabilization Fund

86.9 percent of the total volume of govern-

Bonds, whose issuance had been integrated

ment bonds issued during the year, 1.1 per-

with that of Treasury bonds since

centage points lower than the previous

November 2003, totaling 3 trillion won,

year’s 88.0 percent.

III
The Bank of Korea's Conduct
of Its Business

Looking at the type of government bonds

were redeemed in full as of July 4.

< Table Ⅲ - 18 >

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

Fungible Issue of
Government Bonds

2005

2006

2007

2008

54,100.0

53,186.3

42,449.0

45,249.0

(86.5)

(87.7)

(88.0)

(86.9)

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

4. Fund Management Business

Of this amount, 52,146.6 billion won was
used for the redemption of principal and
interest on Treasury bonds, 27, 155.4 bil-

The Public Capital Management Fund, set

lion won was operated with the Foreign

up by the government to effectively man-

Exchange Stabilization Fund, the General

age issuance and redemption of Treasury

Account, and the Public Fund Redemption

bonds, raised 84,994.9 billion won during

Fund, and 5,240.3 billion won was used for

the year through the issuance of Treasury

the payment of principal and interest on

bonds, withdrawals of principal and interest

deposited funds.

of deposits, and entrustment from other

Meanwhile,

funds.

the

Public

Capital

Management Fund Financing Account, set
57

up to manage lending and withdrawal of

ment of principal and interest on Treasury

funds necessary for improving national

bonds issued.

welfare and supporting major industries,

Apart from this, the Bounty Fund on

mobilized 4,735.2 billion won through

Farmers’ and Fishermen’s Property

withdrawal of the principal and interest of

Formation Deposits raised 172.2 billion

deposits and loans. Of this amount, 3,645.2

won, including contributions of 89.2 billion

billion won was operated for the payment

won from government and 60 billion won

of principal and interest of deposited funds

from the Bank of Korea. An amount of

and 570.3 billion won was used for the

135.6 billion won was utilized for the pay-

extension of loans.

ment of legal premiums.

The Public Capital Management Fund
Loan Account, set up to manage withdrawal and redemption of financing loans intro-

5. Economic Education for the General
Public

duced under public loan agreements, mobilized 1,209.8 billion won through the withdrawal of relending facilities and redeemed
1,094.4 billion won in financing loans.
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The Bank of Korea effectively pursued
economic education throughout the year

The Public Funds Redemption Fund,

centering on field education, online educa-

which was set up for the friction-free reso-

tion, education using the Bank of Korea

lution of the liabilities of the Deposit

Museum, and development of education

Issuance Fund Bond Redemption Fund and

materials.

the Non-Performing Asset Resolution

Firstly, in terms of on-site economic edu-

Fund for financial restructuring, raised a

cation, it carried out various educational

total of 9,006.6 billion won, of which 2,855

programs for a wide range of educational

billion won was from the issue of Treasury

target groups, including economic lectures

bonds and 3 trillion won represented a

for youths, the Economic Camp for Youths,

transfer from the General Account.

Friday lectures for the general public, and

The resources were operated in the form

job training courses for teachers in charge

of a 8,930.4 billion won deposit to the

of social studies/economics. A total of

Treasury Bond Issue Account for the pay-

313,373 people received education at 2,914
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events.

Along with this, it established an additional homepage for university students and

expanded economic education on the dis-

adult members of the general public in

advantaged, including North Korean

December, enabling all people, including

refugees, disabled persons and children in

primary school students, to use the “BOK

regional children centers, who have fewer

Economic Education Website.”

opportunities to receive economic education.

III
The Bank of Korea's Conduct
of Its Business

In particular, the Bank of Korea actively

Encouraged by such diversified efforts,
the number of hits registered on the website

Besides this, in the Monetary Policy

has doubled from the previous year with

Contest which the Bank of Korea holds for

3.08 million people visiting it during the

university students nationwide to enhance

period under review.

their interest and understanding of the

And from then along with this, the Bank

financial economy, 76 teams from 52 uni-

of Korea published a cartoon book for chil-

versities took part in 2008, making it a

dren and youths, “Financial Exploration of

great success.

the Fanta Star Three Musketeers”, while

In the meantime, to help children and

publishing a revision of the book, “Every-

youths study economics systematically by

one’s Guide to Financial Life”, to help peo-

making use of various educational materi-

ple lead a sound financial life and acquire

als without any restrictions as to time or

correct financial knowledge.

place, the Bank of Korea concentrated its
efforts on the active operation of “BOK
Economic Education Website.”
While continuously developing the content of the website, it held a variety of
events. It also designated 20 schools across
the country that registered extensive utilization registered of the economic education
website as “cyber economic education
model schools”, extending various supports
to them.
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< Table Ⅲ - 19 >

Economic Education Performance
Unit : times, persons

2007

Lectures

Youths(A)

Special Program

Events

Participants

Change

Events

Participants

Events

Participants

1,739

216,536

2,035

227,209

296

10,673

Elementary

917

79,739

1,191

91,319

274

11,580

Middle

446

77,941

386

72,087

-60

-5,854

High

286

55,285

334

58,907

48

3,622

1)

Others

Subtotal
Economics Camp
Traning for Teachers
Subtotal

60

2,419

94

3,781

34

1,362

1,709

215,384

2,005

226,094

296

10,710

23

860

23

846

0

-14

7

292

7

269

0

-23

30

1,152

30

1,115

0

-37

726

73,070

879

86,164

153

13,094

University

227

15,989

181

13,367

-46

-2,622

Military

166

32,272

204

33,414

38

1,142

General(B)

Lectures

2008

Police∙Public Officials

80

7,220

69

4,564

-11

-2,656

Teachers

63

3,301

53

2,550

-10

-751

190

14,288

372

32,269

182

17,981

2,465

289,606

2,914

313,373

449

23,767

(98)

(3,873)

(345)

(15,875)

(247)

(12,002)

2)

Others

Total(A+B)
(disadvantaged groups)

Notes : 1) Participants of elementary, middle and high schools combined
Notes : 2) Includes Friday financial lectures, targeting officials of other public institutions, office workers
and members of the general public.
Source : BOK

Next, the Bank of Korea’s Currency
Finance Museum enhanced understanding

cultural demands.

and interest among the general public about

As a result, the number of visitors to the

currency and finance by holding specially

museum increased by 23 percent from the

designed exhibitions on two occasions dur-

previous year to 186,000 in 2008.

ing the year and road shows at regional
headquarters.
It also arranged various fresh educational
and cultural programs, including field trips
for the underprivileged, “Children’s
Museum Class,” and lectures on currency
60

culture, actively complying with visitors’

IV
Foreign Exchange Policy and
Financial System Management
of the Government

1. Foreign Exchange Policy

eigners residing in Korea can pay by credit
card from the existing 10,000 dollars to

Expansion of Liberalization

50,000 dollars. The deadline for overseas

of Foreign Exchange Transactions

emigrants’ presentation of documents
proving permanent residence abroad was

The government twice revised the
“Foreign

Exchange

Transaction

extended from within six months after
remittance to within one year.

Regulation” to strengthen the competitive-

It expanded the scope of foreign exchange

ness of domestic financial institutions and

business by comprehensively recognizing

promote convenience in residents’ foreign

derivatives trading of securities and asset

exchange transactions.

management companies in July, while con-

In June, it abolished the ceiling on resi-

solidating the various agencies to which

dents’ acquisition of overseas real estate for

financial institutions must report when

the purpose of investment and raised the

advancing into overseas markets into the

ceiling on enterprises’ integrated manage-

Financial Services Commission and simpli-

ment of overseas funds from 10 million

fying the procedures required.

dollars to 30 million dollars.

Meanwhile, the government revised the

It also made an upward adjustment of the

“Foreign Exchange Transaction Law” and

ceiling on overseas travel expenses that for-

the “Enforcement Decree of the Foreign
61

Exchange Transaction Law” in such a way

branches to expand borrowings from their

as to comply with the purpose of the

headquarters, the government restored to

“Financial Investment Services and Capital

six times capital the ceiling on the recogni-

Market Act” implemented on Feb. 4, 2009.

tion as expenses of the interest costs of their

While enhancing the efficiency of sanc-

borrowings from their headquarters, which

tions against violators of the Foreign

had been reduced to three times capital in

Exchange

January 2008.

Transaction

Laws

and

Regulations through the introduction of

In a move to prevent the spread of market

cash-based punishments such as fines and

unrest in the wake of the global financial

penalties, it adopted a post-facto reporting

crisis, the government acquired the legal

system for foreign exchange transactions to

basis for guaranteeing payment of the for-

lessen residents’ inconvenience in foreign

eign currency funds that domestic banks

exchange transactions.

borrow from abroad until the end of June
2009 within a limit of 100 billion dollars

Sustained Drive to Stabilize the Foreign

for three years in October after getting

Exchange Market

approval from the National Assembly.
Along with the Bank of Korea, it also

While allowing the exchange rate of the
Korean won to be decided in line with the

rency liquidity.

interplay of demand and supply in the for-

Besides this, the government supplied for-

eign exchange market in principle, the gov-

eign currency liquidity to small and medi-

ernment and the Bank of Korea sought to

um-sized exporting companies in October

smooth out abrupt fluctuations of the for-

and jointly implemented a method of sup-

eign exchange market arising from global

plying foreign currency liquidity for the

financial unrest.

assistance of export and import financing

In this connection, the government issued
15.8 trillion won worth of Treasury bonds
to stabilize the foreign exchange market
during the year.
To encourage foreign banks’ domestic
62

decided to supply additional foreign cur-

with the Bank of Korea in November.
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2. Financial System Management

tions, including the “Enforcement Decree

IV

of the Financial Investment Services and

Relating Finance

Foreign Exchange Policy and
Financial System Management
of the Government

Realignment of Legislation

Capital Market Act”.
To prevent an abrupt worsening of the
liquidity and asset soundness of domestic

During 2008, the government revised a

financial institutions owing to the global

number of finance-related laws and regula-

financial crisis, consequent economic

tions, with an emphasis on regulatory

downturn and fall in housing prices, in the

reforms to achieve an advanced financial

latter half-year it limited the scope of the

industry and prevent the deterioration of the

calculation of banks’ Korean won liquidity

asset soundness of financial institutions.

ratio to liquid assets and liabilities with one

On the occasion of the reform of government organization, it established the

month remaining maturity from those
falling due within three months.

Financial Services Commission by granti-

It also realigned financial supervisory-

ng the existing Financial Supervisory

related regulations by extending by one

Commission the authority to enact and

year to the end of 2009 the concurrent cal-

revise laws in order to enhance the efficien-

culation period, which allows application

cy and expertise of financial administra-

of the higher ratio of the Basel I and Basel

tion.

II methods in calculating capital adequacy

It also established a financial regulation

ratios.

reform screening panel consisting of private experts to enhance the efficiency of the

Reform of Government Organization and

financial industry by suggesting directions

Establishment of the Financial Services

for the improvement of overall financial

Commission

regulations.
For the smooth operation of the “Finan-

The government carried out across-the-

cial Investment Services and Capital

board organizational reform to strengthen

Market Act”(In short, “the capital Market

the efficiency and expertise of administra-

Act”), implemented on Feb.4, 2009, it sup-

tion. To bolster policy planning and organi-

plemented the relevant laws and regula-

zational ability, it revised the “Government
63

Organization Act” (implemented on

Insurance Corp. and Korea Credit

February 29, 2008) to establish the

Guarantee Fund were transferred from the

Ministry of Strategy and Finance by merg-

Ministry of Finance and Economy to the

ing the Ministry of Finance and the

Financial Services Commission.

Ministry of Planning and Budget. It also

However, the Ministry of Strategy and

established the Financial Services

Finance decided to take charge of matters

Commission (“Act on the Establishment of

concerning the Export-Import Bank of

Financial Services Commission,” imple-

Korea, which is responsible for external

mented on February 29, 2008) by merging

economic cooperation, and of Korea

the financial policy functions of the

Investment Corp., which manages foreign

Ministry of Finance and Economy and the

currency assets entrusted by the state.

financial supervisory function of the
Financial Supervisory Commission.
Under the reformed government organi-

Realignment of Laws and Regulations
related to the Capital Market Act

zation, the Ministry of Strategy and
Finance takes charge of business concern-

For the seamless operation of the “Capi-

ing finance, currency and foreign

tal Market Act”, the government compre-

exchange, the Financial Services

hensively revised relevant laws and regula-

Commission carries out supervisory poli-

tions (“Enforcement Decree of the Capital

cies concerning the enactment and revision

Market Act”, “Enforcement Rule of the

of financing-related laws and regulations,

Capital Market Act”, implemented on

and permission, approval, and sanction of

February 4, 2009), including the

financial institutions; and the Financial

Enforcement Decree of the Act itself.

Supervisory Service exercises the implementation of supervisory business.
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Subordinate legislation related to the
Capital Market Act” focused on faithfully

Accordingly, general business and super-

realizing the intentions of the legislation of

visory matters related to state-run financial

the “Capital Market Act”, innovation of

institutions, including Korea Development

financing, promotion of fair competition

Bank, Industrial Bank of Korea and Korea

and the strengthening of investor protec-

Housing Finance Corp., Korea Deposit

tion.
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business concurrently, preparing the foun-

lowing the introduction of a positive sys-

dation for the expansion of business scope

tem, it clarified the definition of financial

and scale.

investment products and financial investment business.

IV
Foreign Exchange Policy and
Financial System Management
of the Government

Firstly, to avoid conceptual confusion fol-

Fourthly, it established Chinese walls
between financial investment sectors where

It refined the concept of investment so as

there is great scope for the occurrence of

to exclude deposits, loans and insurance

conflicts of interest, devoting efforts to the

from the definition of financial investment

protection of investors.

products. At the same time, it clarified the
definition of financial investment business

Coping with the Global Financial Crisis

by excluding certain offshore actions of
foreign financial investment companies for

The government exerted efforts to ease

Koreans from the scope of financial invest-

various supervisory regulations to mini-

ment business.

mize the negative effects of worsening

Secondly, it made it easy for financial

financial institution soundness on the real

investment companies to explore new busi-

economy following the global financial

ness through the easing of regulations. To

crisis.

activate new entry by professional invest-

To enhance the management efficiency of

ment companies specializing in specific

financial institutions’ overseas projects, it

businesses, it classified existing authoriza-

allowed executives and employees of

tion and registration units more precisely

domestic asset management companies to

and eased conditions for entry into simple

serve concurrently as non-standing direc-

businesses, including brokerage business,

tors of overseas mutual funds . In case of

while greatly expanding the scope of out-

abrupt change in the value of overseas

sourcing by financial investment compa-

assets, it also allowed the exclusion of over-

nies.

seas assets of mutual funds from the appli-

Thirdly, it allowed companies to carry out

cation of fair value appraisal. (“Enforce-

credit extension and payment guarantee

ment Decree of the Indirect Investment

businesses necessary for conducting secu-

Assets Management Business Act”, entry

rities underwriting and M&A brokerage

into effect on January 8, 2008).
65

Also the government extended the dead-

30 percent. (“Detailed Working Rules on

line for application of the premium rate

Supervision of Banking Business”, entry

ceiling (0.5%) for other deposit insurance-

into effect on December 29, 2008).

insured financial institutions by three years

As a step toward the introduction of the

to 2011 (“Depositor Protection Act”, entry

New Basel Capital Accord, it extended the

into effect on September 26, 2008), and

concurrent calculation period that allows

added foreign currency deposits to the

application of the higher ratio under Basel I

scope of protection of depositors, enabling

or Basel II in calculating capital adequacy

the payment of up to 50 million won per

ratios by one year until the end of 2009.

person in the event of an insured

(“Detailed Working Rules on Supervision

loss(“Enforcement Decree of Depositor

of Banking Business”, entry into effect on

Protection Act”, entry into effect on

December 29, 2008).

November 26, 2008).
As banks’ liquidity situation worsened

ing a residence in the wake of the abrupt

owing to the interbank credit crunch in the

slump in the housing market and providing

wake of the global financial crisis, it

liquidity support for the construction indus-

changed the scope of inclusion within

try, it raised the ceiling on the Loan-to-

banks’ Korean won liquidity ratio from

Value (LTV) ratio in non-speculative

liquid assets and liabilities with less than

regions from a maximum of 80 percent to

three months of remaining maturity to

85 percent (“Detailed Working Rules on

those with less than one month of remain-

Supervision of Banking Business”,

ing maturity (“Detailed Working Rules on

“Detailed Working Rules on Supervision of

Supervision of Banking Business”, entry

Insurance Business”, “Detailed Working

into effect on October 31, 2008).

Rules on Supervision of Mutual Savings

To prevent banks’ capital adequacy from
falling owing to an increase in non-per-

66

For easing households’ burden in acquir-

Banks’ Business”, entry into effect on June
30, 2008).

forming loans following the economic

Considering the deterioration in the

downturn, it made an upward adjustment of

provincial construction business, particu-

the basic capital recognition ceiling of

larly, it made an upward adjustment of the

hybrid capital securities from 15 percent to

LTV ratio for unsold houses in provincial

ANNUAL REPORT

87.3 billion won from public funds to

temporary basis (“Regulation on

financial institutions for the compensation

Supervision of Banking Business”, “Regu-

for losses, the purchase of non-performing

lation on Insurance Business”, entry into

assets, and the vicarious payment of

effect on July 21, 2008) and partially eased

deposits on behalf of troubled institutions.

IV
Foreign Exchange Policy and
Financial System Management
of the Government

regions from 60 percent to 70 percent on a

financial regulations on housing mortgage
loans in speculative regions (“Detailed

Merger and Liquidation of Financial

Working Rules on Supervision of

Institutions

Insurance Business”, implemented on
October 31, 2008, “Regulation on

During 2008, activities for the new estab-

Supervision of Mutual Savings Banks’

lishment or merger of securities companies

Business”, “Regulation on Supervision of

and asset management companies were rel-

Mutual Financial Business”, entry into

atively brisk. Mergers and liquidations

effect on November 7, 2008).

between mutual savings banks were also
active in a bid to enhance competitiveness

2. Financial Institution Restructuring

and improve efficiency.
In the securities sector, Hannuri

Throughout the year 2008, ahead of the

Investment Securities was taken over by

enforcement the “Capital Market Act”,

Kookmin Bank in March and later changed

there were many cases of new start-ups and

its name to KB Investment Securities. In

mergers involving securities companies

December, Hana Daetoo Securities of Hana

and asset management companies.

Financial Group merged with Hana IB

The government encouraged financial

Securities. Along with this, eight securities

institutions to carry out restructuring at

companies, including IBK Investment

their own initiative and consistently pushed

Securities, LIG Investment Securities, and

for the improvement of management,

Standard Chartered Securities Korea were

merger or liquidation of certain ailing

established. The former Shinhung

financial institutions.

Securities, CJ Investment Securities and

In the process, Korea Deposit Insurance

KGI Securities were taken over by

Corporation provided support amounting to

Hyundai Motor, Hyundai Heavy Industries,
67

and Solomon Savings Banks, respectively,

viding support for the clearing of a certain

to carry on business under the name of

proportion of their accumulated deficits

HMC Investment Securities, HI Investment

from the Depositor Protection Fund of the

Securities, and Solomon Investment

National Credit Union Federation of Korea.

Securities.
In the case of asset management companies, Shinhan BNP Paribas Investment
Trust Management of Shinhan Financial
Group and SH Asset Management were
merged in September, becoming Shinhan
BNP Paribas Asset Management.
Meanwhile, 13 asset management companies, including GS Asset Management,
Lazard Korea Asset Management and
Hyundai Swiss Asset Management, were
newly established.
As a part of its efforts for the restructuring
of ailing financial institutions, the government forced Bundang Mutual Savings
Bank and Hyundai Mutual Savings Bank
into liquidation and encouraged six credit
unions, including Hamwool Credit Union,
to merge or be taken over so as to bring
about the rehabilitation of the management
of troubled credit unions.
Where credit unions faced difficulty in
turning around their management through
their own efforts, the government encouraged their take-over by financial healthy
credit unions or merger with them by pro68
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< Table Ⅳ - 1 >

Changes in the Number of Financial Institutions(1998~2008)1)
Unit : number

1998~2007
2)

EXIT

3)

Merger

2008

Newly
established

2)

EXIT

3)

Merger

IV

Number of
institutions
Newly
at the end
established of 2008

Banks

33

5

10

-

-

-

-

18

Merchant Banking
Corporations

30

22

7

1

-

-

-

2

Securities
Companies

36

8

7

20

-

1

8

48

Asset Management
Companies4)

31

6

7

33

-

1

13

63

Life Insurance
Companies5)

31

9

5

4

-

-

-

21

Non-life Insurance
Companies

14

2

1

5

-

-

-

16

Mutual Savings
Banks

231

112

29

18

2

-

-

106

Credit Unions

1,666

545

126

12

9

6

2

994

Total

2,072

709

192

93

11

8

23

1,268

Foreign Exchange Policy and
Financial System Management
of the Government

Number of
institutions
at the end
of 1997

Notes
Notes
Notes
Notes

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

Support for Financial Institutions from
Public Funds

funds used for the compensation of losses
amounted to 58.3 billion won while 50.4
billion won was provided for the purchase

During 2008, support amounting to 87.3

of non-performing assets and 21.4 billion

billion won from public funds was injected

won was refunded from unpaid insurance

into financial institutions by way of Korea

money whose extinctive prescription had

Deposit Insurance Corporation for com-

been completed.

pensation for losses, the purchase of non-

By type of financial institution, support

performing assets, and the vicarious pay-

from public funds for banks came to 200

ment of insured deposits.

million won and that for securities compa-

Looking at the details of the support,

nies to 105.0 billion won. However, 100
69

million won was repaid by mutual savings
banks, and 17.8 billion won by credit
unions.

Public Funds Injected in 2008

< Table Ⅳ - 2>

Unit : hundred million won

Compensation
for Losses
Banks

Purchase of
Assets

Repayment
of Deposits

Total

2

-

-

-

2

578

504

-32

-

1,050

Mutual Savings
Banks

3

-

-4

-

-1

Credit Unions

-

-

-178

-

-178

583

504

-214

-

873

Securities
Companies

Total

Source : Korea Deposit Insurance Corp., Public Fund Oversight Committee
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Recapitalization

V
Financial Status and
Organizational Changes

1. Financial Status

Meanwhile, the Exchange Revaluation
Adjustment Account, which reflects

Assets

changes in the translation value of foreign
currency assets affected by exchange rate

As of the end of 2008, the total assets of

fluctuations, suffered a decline of 16,888.1

the Bank of Korea stood at 312,340 billion

billion won owing to the Korean won's

won, a decrease of 11,120.2 billion won

depreciation.

over the end of the previous year.
By type of asset, securities holdings grew

Liabilities and Capital

by 13,015.1 billion won during the year.
Securities decreased by 1,824.9 billion

The total liabilities of the Bank of Korea

won, reflecting the drop in foreign

as of the end of 2008 stood at 307,444.5

exchange holdings. Deposits similarly

billion won, representing a decrease of

decreased by 3,302.8 billion won,

14,463.1 billion won during the year.

Securities acquired under repurchase

By class of liability, Monetary

agreements fell by 5,433.4 billion won

Stabilization Bonds (MSBs) declined by

because of the drop in the holdings of for-

23,402.8 billion won owing to net redemp-

eign-currency denominated securities sub-

tion of MSBs. Government deposits also

ject to repurchase agreements.

decreased by 10.974.2 billion won owing
71

to the front loading of fiscal expenditures.
Deposits declined by 13,038.3 billion won

< Table Ⅴ - 1 >

owing to the decrease of Foreign Exchange
Stabilization Fund deposits.

Financial Status
Unit : billion won

Assets
Current Assets

2007

2008

change

323,460.2

312,340.0

-11,120.2

315,931.6

303,828.9

-12,102.7

Gold and silver bullion

69.7

95.1

25.4

Holdings of SDRs

64.3

108.2

43.9

238,597.7

236,772.8

-1,824.9

29,485.5

26,182.7

-3,302.8

6,409.1

8,106.8

1,697.7

0.0

13,015.1

13,015.1

13,302.8

7,869.4

-5,433.4

Securities
Due from banks
Loans on bills
Loans on Securities
Securities bought under resale agreements
Loans to government
Other current assets
(Exchange Revaluation Adjustment Account)
Fixed Assets
Liabilities and Capital
Liabilities
Current Liabilities
Currency issued
Monetary Stabilization Bonds issued

1,117.2

1,117.2

0.0

26,885.3

10,561.6

-16,323.7

(16,888.1)

(0.0)

(-16,888.1)

7,528.6

8,511.1

982.5

323,460.2

312,340.0

-11,120.2

321,907.6

307,444.5

-14,463.1

321,326.7

306,831.7

-14,495.0

29,321.9

30,758.3

1,436.4

150,340.0

126,937.2

-23,402.8

Government deposits

16,254.9

5,280.7

-10,974.2

Deposits

93,595.5

80,557.2

-13,038.3

Securities sold under repurchase agreements

23,957.8

18,720.7

-5,237.1

Allocation of SDRs

108.0

141.9

33.9

7,748.6

44,435.7

36,687.1

(0.0)

(35,842.7)

(35,842.7)

580.9

612.8

31.9

1,552.6

4,895.5

3,342.9

1,997.3

1,492.6

-504.7

0.0

0.0

0.0

Undivided earned surplus

-444.7

3,402.9

3,847.6

(Net profit for the period)

(-444.7)

(3,402.9)

(3,847.6)

Other current liabilities
(Exchange Revaluation Adjustment Account)
Long term liabilities
Capital
Legal reserve
Voluntary reserve

Note : Figures are rounded for certain account entries to bring assets and liabilities and capital into balance.
Source : BOK
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Securities acquired under repurchase

Income and Expenses

V

agreements fell by 5,237.1 billion won
For the year under review, the Bank of

foreign-currency denominated securities

Korea's net profit for the period came to

subject to repurchase agreements.

3,402.9 billion won, an improvement of

Meanwhile, the Exchange Revaluation

3,847.6 billion won from the previous year.

Adjustment Account increased by 35,842.7

This comparative improvement was

billion won, posting a valuation gain.

Financial Status and
Organizational Changes

because of the reduction in the holdings of

attributable to the growth of operating rev-

The balance of the Bank of Korea's capital

enue including interest on securities and

account stood at 4,895.5 billion won as of

profits from securities transactions, which

the end of 2008, an increase of 3,342.9 bil-

served to offset the increase in operating

lion won from the end of the previous year.

expenses including losses from securities

There was a net profit for the period of

transactions.

3,402.9 billion won while a contribution of

Operating revenue grew by 6,688.4 bil-

60 billion won was made to the Bounty

lion won from the previous year to stand at

Fund on Farmers’ and Fishermen’s

20,278.3 billion won. Interest received on

Property Formation Deposits.

securities holdings increased by 2,351.8

Viewing the details of disposal of the

billion won from the previous year thanks

2008 profit before distribution amounting

to an increase in the rate of return on swap

to 3,402.9 billion won, 340.3 billion won

operations involving foreign-currency

was allocated to the legal reserve; 53.3 bil-

denominated securities. Profits from securi-

lion won was paid as a contribution to the

ties transactions and profits from foreign

Bounty Fund on Farmers’ and Fishermen’s

exchange transactions increased by 2,084.5

Property Formation Deposits; 1,509.3 bil-

billion won and 1,094.8 billion won,

lion won was set aside voluntarily against

respectively, from the previous year.

possible losses; and the remaining 1.5 tril-

Meanwhile, total operating expenses grew

lion won was paid to the government as tax

by 2,834.6 billion won from the previous

revenue.

year to stand at 16,915.7 billion won. Losses
on securities transactions rose by 3,145.3 billion won from the previous year in response
73

to increased sales of foreign-currency

to the expansion of currency swap opera-

denominated bonds. Miscellaneous interest

tions.

paid increased by 490.9 billion won owing
< Table Ⅴ - 2>

Income Statement
Unit : billion won

2007
Operating Revenue

2008

change

13,589.9

20,278.3

6,688.4

12,587.9

15,875.0

3,287.1

Interest on securities

9,720.7

12,072.5

2,351.8

Interest on deposits

1,531.5

935.9

-595.6

Interest and discounts received

Interest on loans on bills

209.9

203.5

-6.4

Interest on loans on securities

0.0

41.5

41.5

Interest on Liquidity Adjustment Loans

0.0

1.0

1.0

Interest on securities bought under resale agreement

52.6

180.5

127.9

Interest on loans to government

39.6

40.8

1.2

Miscellaneous interest received

1,033.6

2,399.3

1,365.7

Commissions received

102.2

322.8

220.6

Profits on sales of securities

899.8

2,984.3

2,084.5

Profits on foreign exchange transactions

0.0

1,094.8

1,094.8

Other operating revenue

0.0

1.4

1.4

14,081.1

16,915.7

2,834.6

Interest and discount paid

12,436.7

11,982.2

-454.5

lnterest paid on deposits

2,644.1

2,118.4

-525.7

Interest paid on MSBs issued

7,478.1

7,199.8

-278.3

Interest paid on securities sold under repurchase agreements

1,135.4

994.0

-141.4

Miscellaneous interest paid

1,179.1

1,670.0

490.9

Operating Expenses

Commissions paid

78.9

221.0

142.1

986.4

4,131.7

3,145.3

10.3

0.0

-10.3

Banknote and coin manufacturing expenses

206.2

225.0

18.8

General and administrative expenses

308.0

310.6

2.6

54.6

45.2

-9.4

-491.2

3,362.6

3,853.8

56.2

52.6

-3.6

Losses on sales of securities
Losses on foreign exchange transactions

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

9.7

11.6

1.9

Profit before income taxes

-444.7

3,403.6

3,848.3

0.0

0.7

0.7

-444.7

3,402.9

3,847.6

Income taxes
Net profit for the period

Note : Figures have been rounded for certain account entries in calculating operating profit for the period.
Source : BOK
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2. Organizational Changes

of Korea had a total of 16 departmental

V

divisions (12 departments, two offices, one
institute and one center), 12 offices

office network in August 2008 to cope with

attached to departments(11 offices and one

changing conditions at home and abroad,

institute) and three offices under the direct

enhance the efficiency of its organizational

control of departments with 117 teams in

framework and heighten its public credibil-

all(111 teams and six research centers)

ity.

reporting to them in its Head Office.

It abolished Hong Kong Representative

It also had 16 branches in Seoul and

Office and reduced its function to that of a

provincial regions with seven planning and

representative suboffice reporting to

research offices, and 54 teams reporting to

Beijing Representative Office. At the same

them plus five overseas representative

time, it cut representative-grade and other

offices. The total number of the Bank of

staff of its Tokyo Representative Office by

Korea's staff came to 2,230 persons, an

three persons.

increase of 56 from the previous year.

Financial Status and
Organizational Changes

The Bank of Korea realigned its overseas

As of the end of the year 2008, the Bank
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

International
Finance

Research
& Statistics
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Organization of the Bank of Korea
(As of Dec. 31, 2008)

Budget & Managemant Department

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

Knowledge Management Office
& Library

Knowledge Management Team, Library

Legal Office

Legal Planning Team, Legal Application Team

Monetary Policy Committee Office

Committee Administration Team, Committee Member Assistant Team

Secretariat
Press Office

Deputy
Governor

Monetary Policy
Committee

Governor

Senior Deputy
Governor

Deputy
Governor

Deputy
Governor

Deputy
Governor

Information Technology Department

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

General Affairs Department

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

Human Resources
Development Institute

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

Properties Management Office

Properties Administration Team, Facilities Administration Team, Procurement Service Team

Security Department

Security & Emergency Planning Team, Guard Team

Economic Education Center

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

Research Department

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

Overseas Economic
Information Office
Economic Statistics Department

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

Institute for Monetary &
Economic Research

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

Monetary Policy Department

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

Financial Markets Department

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

Financial System Stability
Department

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

Payment System & Treasury Service
Department

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

Treasury & Debt Securities
Office

Treasury Team, Debt Securities Team

Currency Issue Department

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

International Department

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

International Relations Office
Deputy
Governor

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

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

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

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

Reserve Investment
Office

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

Reserve Management Support
Office

Settlement Team, Reserve Information System Team

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

Audit Department

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

General Affairs Team, Planning & Research Office(Planning & Financial Research Team,
Economic Research Team) Planning & Research Team, Credit & Reserves Team, Issue Team,
Verification & Counting Team
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Members of the Monetary Policy Committee
(As of Dec. 31, 2008)

Lee, Seongtae
Governor of the Bank of Korea

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

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

Park, Bong-Heum
Recommended by the Chairman of
Korea Chamber of Commerce & Industry

Kim, Dae-Sik
Recommended by the Governor of
the Bank of Korea

Choi, Do-Soung
Recommended by the Chairman
of Financial Services Commission

Kang, Myunghun
Recommended by the Minister of
Strategy and Finance
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Executives of the Bank of Korea
(As of Dec. 31, 2008)

Governor

Lee, Seongtae

Senior Deputy Governor

Lee, Sung-il

Deputy Governor

Yun, Han-Keun

Deputy Governor

Kim, Byung-Hwa

Deputy Governor

Lee, Ju-Yeol

Deputy Governor

Song, Chang-Hun

Deputy Governor

Rhee, Gwang-Ju

Auditor

Nahm, Sang-Duck
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Main Economic Indicators
Unit

2005

2006

2007

2008

2008.1

2

38,785.2

41,664.0

48,543.7

52,272.8

50,260.5

3

1)

Money

Reserve money
<Period-averages>

billion won

<End of period>

billion won

%
%

52,563.7

49,571.5

(4.1)

(7.4)

(16.5)

(7.7)

(5.0)

(6.2)

(1.3)

43,249.0

51,869.5

56,399.0

64,846.3

53,108.2

49,614.9

49,303.7

(11.5)

(19.9)

(8.7)

(15.0)

(9.1)

(5.8)

(-3.0)

332,902.1

330,134.1

312,832.3

(8.5)

(-0.8)

(-5.2)

332,344.9

371,087.6

316,382.7

(3.3)

(11.7)

(-14.7)

M1
<Period-averages>

billion won
%

<End of period>

billion won
%

307,273.6 305,868.0
(-1.8)

(-13.5)

330,623.7 299,221.3
(4.5)

(-14.0)

304,580.7 299,792.8
(-13.2)

(-10.6)

301,597.8 294,147.1
(-13.5)

(-5.3)

M2
<Period-averages>

billion won
%

<End of period>

993,960.1 1,076,682.4 1,197,094.8 1,367,713.4 1,286,407.8 1,309,161.7 1,324,032.7
(6.9)

(8.3)

(11.2)

(14.3)

(12.5)

(13.4)

(13.9)

billion won 1,021,448.7 1,149,262.1 1,273,611.9 1,425,887.5 1,295,781.1 1,315,172.2 1,316,505.1
%

(7.0)

(12.5)

(10.8)

(12.0)

(13.3)

(14.3)

(13.1)

Lf
<Period-averages>

billion won 1,348,818.8 1,454,858.8 1,603,516.0 1,794,841.2 1,711,196.8 1,726,407.2 1,743,481.7

<End of period>

billion won 1,391,559.6 1,538,299.7 1,691,565.2 1,845,199.1 1,712,839.5 1,728,493.7 1,739,648.7

%
%

(7.0)
(7.4)

(7.9)
(10.5)

(10.2)
(10.0)

(11.9)
(9.1)

(11.4)
(11.5)

(11.6)
(11.7)

(11.9)
(11.5)

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

3.32

4.19

4.77

4.78

4.99

4.97

4.97

Yields on corporate bonds3)

〃

4.68

5.17

5.70

7.02

6.64

6.27

6.13

General loans4)

〃

5.59

5.99

6.55

7.17

7.25

6.90

6.90

%

0.04

0.02

0.02

0.03

0.03

0.02

0.03

Ratio of dishonored bills5)
G

D

P

6)

%

4.0

5.2

5.1

2.2

-

-

1.1

Private consumption

〃

4.6

4.7

5.1

0.9

-

-

1.1

Construction investment

〃

-0.4

0.5

1.4

-2.1

-

-

-2.5

Facilities investment

〃

5.3

8.2

9.3

-2.0

-

-

-0.4

Exports of goods and services

〃

7.8

11.4

12.6

5.7

-

-

0.0

Imports of goods and services

〃

7.6

11.3

11.7

3.7

-

-

-0.8
5.8

Agriculture, Forestry & Fishing

〃

1.3

1.5

4.0

5.5

-

-

Manufacturing

〃

6.2

8.1

7.2

3.1

-

-

1.2

Electricity, Gas and Water

〃

7.4

4.1

3.8

5.1

-

-

1.4

Construction

〃

-0.3

2.2

2.6

-2.4

-

-

-1.4

Services

〃

3.5

4.4

5.1

2.5

-

-

0.8

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

50,683.6

6

50,502.5

7

51,274.4

8

50,600.6

9

51,981.0

10

53,303.9

11

52,976.5
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4

12

54,254.5

59,300.7

(6.7)

(5.0)

(7.0)

(6.5)

(8.7)

(9.1)

(7.3)

(11.1)

(17.8)

49,911.9

54,088.5

52,599.8

53,433.0

55,444.2

58,349.4

53,287.3

58,438.6

64,846.3

(-1.8)

(11.0)

(3.9)

(8.5)

(12.6)

(14.4)

(2.1)

(12.4)

(15.0)

298,474.4

304,239.8

305,514.3

306,584.4

304,538.7

307,067.8

310,565.5

316,330.9

323,725.9

(-2.3)

(1.0)

(1.0)

(1.4)

(2.2)

(2.7)

(4.2)

(5.5)

(5.2)

300,930.3

305,517.0

312,889.1

306,116.2

307,518.7

315,216.1

315,925.8

322,937.9

330,623.7

(-0.6)

(2.6)

(1.8)

(2.8)

(4.8)

(3.7)

(3.9)

(5.2)

(4.5)

1,339,434.9 1,356,612.9 1,369,728.1 1,378,914.3 1,386,101.1 1,395,719.2 1,403,984.2 1,426,165.1 1,436,298.3
(14.9)

(15.8)

(15.1)

(14.8)

(14.7)

(14.5)

(14.2)

(14.0)

(13.1)

1,350,862.3 1,362,825.6 1,368,551.7 1,375,993.6 1,394,030.4 1,392,431.9 1,411,370.4 1,427,905.3 1,425,887.5
(16.3)

(15.9)

(13.6)

(14.4)

(15.3)

(13.5)

(13.4)

(13.3)

(12.0)

1,762,945.3 1,782,721.1 1,798,774.9 1,801,540.6 1,810,535.1 1,831,313.4 1,845,717.7 1,859,348.8 1,864,111.6
(12.7)

(13.1)

(12.7)

(12.1)

(11.8)

(12.2)

(11.9)

(11.4)

(10.4)

1,776,764.8 1,790,783.8 1,794,340.1 1,800,110.0 1,821,200.0 1,827,677.8 1,841,360.8 1,856,761.2 1,845,199.1
(13.7)

(13.2)

(11.5)

(12.0)

(12.4)

(11.3)

(10.6)

(10.5)

(9.1)

4.99

4.97

4.95

4.98

5.22

5.22

4.88

4.00

3.27

5.91

6.22

6.68

6.99

7.11

7.46

7.95

8.56

8.35

6.91

6.96

7.02

7.12

7.31

7.44

7.79

7.53

6.89

0.06

0.04

0.03

0.02

0.02

0.02

0.03

0.03

0.04

-

-

0.4

-

-

0.2

-

-

-5.1

-

-

-0.2

-

-

0.0

-

-

-4.6

-

-

-0.3

-

-

0.1

-

-

-3.0

-

-

0.4

-

-

0.2

-

-

-14.2

-

-

2.7

-

-

-0.4

-

-

-8.9

-

-

2.9

-

-

1.1

-

-

-14.2

-

-

0.8

-

-

0.6

-

-

-0.1

-

-

1.7

-

-

0.1

-

-

-11.9

-

-

-2.8

-

-

4.5

-

-

-1.6

-

-

-2.2

-

-

1.1

-

-

-4.2

-

-

0.1

-

-

0.5

-

-

-1.4

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

2005

2006

2007

2008

2008.1

2

3

7)

Price indexes

Consumer prices

Producer prices

%

2.8

2.2

2.5

4.7

3.9

3.6

3.9

〃

(2.6)

(2.1)

(3.6)

(4.1)

(0.5)

(0.4)

(0.9)

〃

2.1

0.9

1.4

8.6

4.2

5.1

6.0

〃

(1.5)

(0.3)

(3.6)

(5.6)

(0.6)

(1.0)

(1.3)

22,856

23,151

23,433

23,577

22,964

22,884

23,305

Employment
Number of persons employed

thousand persons

Number of persons unemployed

〃

887

827

783

769

775

819

810

Unemployment rate

%

3.7

3.5

3.2

3.2

3.3

3.5

3.4

2,541,886 2,716,193

8)

Wages

won

All industry

%
won

Manufacturing
Industrial activity indexes
(Manufacturing)
Production9)

2,404,385
(6.6)
2,387,579

2,809,894

-

- 2,811,066

(5.6)

(3.4)

-

-

2,522,501 2,733,471

2,758,726

-

- 2,710,979

(5.7)

(5.7)

%

(8.1)

(5.7)

(6.6)

(0.9)

-

-

(3.6)

%

6.3

8.7

7.1

3.0

12.0

10.4

10.9

9)

〃

5.6

7.9

7.2

2.2

10.5

7.6

9.2

9)

Inventories

〃

5.2

9.3

5.6

7.4

4.6

7.6

8.5

Average capacity utilization ratio

〃

79.7

80.0

80.1

77.2

81.3

80.2

80.9

Shipments

Balance of payments
Current account

hundred mil ion U.S.$

149.8

53.9

58.8

-64.1

-27.5

-23.5

-1.1

(Goods)

〃

326.8

279.1

281.7

59.9

-11.0

-6.0

4.7

(Services)

〃

-136.6

-189.6

-197.7

-167.3

-21.4

-22.5

-6.8

〃

47.6

179.7

71.3

-509.3

4.1

-4.0

3.9

2,844.2

3,254.6

3,714.9

4,220.1

322.7

311.8

359.9

Capital account
Foreign trade10)
Exports

hundred mil ion U.S.$

Imports

hundred mil ion U.S.$

%

(12.0)

(14.4)

(14.1)

(13.6)

(14.9)

(18.9)

(18.4)

2,612.4

3,093.8

3,568.5

4,352.7

363.2

326.2

371.1

(16.4)

(18.4)

(15.3)

(22.0)

(31.8)

(28.4)

(26.7)

hundred mil ion U.S.$

2,103.9

2,389.6

2,622.2

2,012.2

2,618.7

2,623.6

2,642.5

won

1,011.6

929.8

936.1

1,259.5

943.9

939.0

990.4

(2.3)

(8.8)

(-0.7)

(-25.7)

(-0.8)

(-0.3)

(-5.5)

%
11)

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

%

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

6

7

8

9

10

11
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4

12

4.1

4.9

5.5

5.9

5.6

5.1

4.8

4.5

4.1

(0.6)

(0.8)

(0.6)

(0.7)

(-0.2)

(0.1)

(-0.1)

(-0.3)

(0.0)

7.6

9.0

10.5

12.5

12.3

11.3

10.7

7.8

5.6

(2.1)

(1.9)

(1.6)

(1.9)

(-0.3)

(-0.3)

(-0.3)

(-2.3)

(-1.7)

23,711

23,939

23,963

23,903

23,617

23,734

23,847

23,816

23,245

784

753

764

769

764

722

736

750

787

3.2

3.0

3.1

3.1

3.1

3.0

3.0

3.1

3.3

-

-

2,746,319

-

-

2,842,433

-

-

2,839,757

-

-

(7.5)

-

-

(3.0)

-

-

(-1.7)

-

-

2,693,060

-

-

2,864,362

-

-

2,766,502

-

-

(6.5)

-

-

(1.3)

-

-

(-6.5)

11.5

9.3

7.2

8.6

1.9

6.2

-2.3

-14.5

-20.0

9.0

6.6

4.7

7.9

1.9

6.0

-2.1

-13.7

-16.2

11.6

12.9

16.3

14.7

14.5

17.5

17.6

16.1

7.4

81.0

80.0

80.2

79.2

78.4

77.3

77.3

68.4

62.3

-15.8

-3.8

18.2

-25.3

-47.0

-13.5

47.5

19.1

8.6

16.3

6.1

34.8

2.2

-28.0

-8.9

26.3

8.4

15.0

-9.8

-11.7

-21.3

-24.6

-20.0

-12.4

-0.5

-1.3

-15.2

-3.8

-7.3

-35.6

-57.7

53.1

-43.9

-248.3

-121.4

-48.3

378.5

393.8

372.6

409.6

366.1

374.3

371.1

288.4

271.2

(26.4)

(26.9)

(16.4)

(35.6)

(18.1)

(27.6)

(7.8)

(-19.5)

(-17.9)

382.6

387.0

378.3

429.5

404.2

395.3

361.0

288.5

265.8

(29.3)

(29.6)

(32.7)

(47.0)

(36.4)

(45.4)

(10.3)

(-15.0)

(-21.6)

2,604.8

2,582.0

2,581.0

2,475.2

2,432.0

2,396.7

2,122.5

2,005.1

2,012.2

1,002.6

1,030.1

1,046.0

1,012.2

1,089.0

1,207.0

1,291.0

1,469.0

1,259.5

(-6.6)

(-9.1)

(-10.5)

(-7.5)

(-14.0)

(-22.4)

(-27.5)

(-36.3)

(-25.7)

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