Flow of Funds(1st half of 1995)
I . Introduction
During the first half of 1995, the Korean economy achieved high growth on
the back of rapid increases in exports and equipment investment, together
with the swelling private consumption sustained by increased household incomes. Meanwhile, the current account shifted into a large deficit due to the
rapid increase in imports drawn in by the buoyant domestic economy and the
brisk exports.
These movements within the real economy were closely reflected in the
flow of funds. The business sector’s financial deficit widened greatly whereas
the individual sector’s financial surplus expanded slightly owing to a sharp
expansion of private consumption. There was a marked decline in the ratio of
the individual sector’s financial surplus to the business sector’s financial deficit as the increase in the individual sector’s financial surplus was not sufficient enough to keep pace with the enlargement of the business sector’s financial deficit.
Meanwhile, both the government sector and the overseas sector witnessed
widened financial surpluses, respectively thanks to the expansion of tax revenues influenced by the strong economic activity and the widening of the current account deficit.
Looking at financial transactions by the financial sector, the amount of
fund-raising sharply decreased, reflecting the slow increase of deposits and
the sluggish issuing of beneficial certificates. Fund utilization, too, fell short
of that of the same period of the previous year in a movement attributable
to reduced holdings of securities, such as stocks and financial debentures, and
a decrease in loans.
In the case of the business sector, the amount of fund raising increased
greatly over that of the previous year due to the expansion in loanable funds
which coincided with firms’ increased demand for funds for their active
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equipment investment. In particular, the volume of funds raised through the
issue of securities centering on commercial paper, stocks and corporate bonds
swelled greatly and the ratio of direct financing rose. The scale of the business sector’s funds utilization also expanded centering on specific moneytrusts, stocks and corporate bonds.
In contrast, the individual sector’s fund-raising contracted affected by the
slowdown in borrowings from financial institutions such as deposit money
banks, investment & finance companies and trust accounts. Meanwhile, the
scale of the individual sector’s fund utilization was also below the previous
year’s, led downward by the decreases in deposits at financial institutions, especially those at time & savings accounts, mutual savings & finance companies and the mutual credit facilities.
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11. Financial Surpluses and Deficits by Economic

Sector

In terms of financial balancedthe balance between saving and investment)
during the first half of 1995, domestic economic sectors other than the business sector showed financial surpluses which exceeded those of the same per-
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iod of the previous year’) and the overseas sector also recorded an increased
financial surplus affected by the expanded current account deficit.
The financial deficit of the business sector amounted to 32.6 trillion won,
exhibiting an increase of 40.6 percent over the previous year’s 23.1 trillion
won and the ratio of this financial deficit to nominal GNP also rose from the
17.2 percent of the previous year to 20.9 percent.
The expansion in the sector’s financial deficit was attributable to the large
increase in facilities investment stimulated by the favorable progress in domestic and international economic environment, centering on machinery for
industrial use, computer related products, etc. and on construction investment
boosted by the enlarged erection of non-residential buildings such as plants
and offices.
Meanwhile, the financial surplus in the individual sector, the principal
source of funds in the economy, registered only a slight increase to 14.1 trillion won, showing a rise of 10.3 percent over the 12.8 trillion won of the previous year and its ratio to nominal GNP decreased from the 9.5 percent of
the previous year to 9.1 percent. This sluggish increase of its financial surplus was attributable to the widened household expenditures centering on services such as communication, education, culture and recreation, and on quasidurables such as clothes and accesories.
As the financial surplus of the individual sector recorded a lackluster increase which lagged that in the financial deficit of the business sector, there
was a sharp fall from 55.3 percent to 43.3 percent in the ratio of the individual sector’s financial surplus to the business sector’s financial deficit, a measure of the extent to which businesses’ shortage of funds is met by the
savings of individuals.
The government sector witnessed an expanded financial surplus of 11.3 trillion won as against the 7.6 trillion won of the previous year. Government expenditures slowed due to the reduction in manpower expenditures caused by
the central government’s structural reform whereas tax revenues increased
influenced by the steady economic growth.
The volume of the overseas sector’s financial surplus doubled from the previous year’s 2.6 trillion won to 5.2 trillion won as the increase in imports outstripped the advance of exports, leaving a large current account deficit.
Prompted by these developments, the ratio of its financial surplus to nominal
GNP also rose from 1.9 percent to 3.4 percent.
Notes : 1) Unless otherwise stated, all comparisons are with the same period of the previous yeadJan 1-June 30, 1994).
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111.

Fund Raising and Utilization by Economic Sector

1. Business Sector
During the first half of 1995, on an incremental change basis, the business
sector raised a total amount of 52.8 trillion won through the financial markets. Of this, 32.6 trillion won was allocated to meet its funding needs and
the remaining 20.3 trillion won was employed in the acquisition of financial
assets.
The business sector’s raising of external funds showed a 37.0 percent increase over the previous year’s figure of 38.6 trillion won. The large scale of
this expansion was attributable both to its increased demand for investment
funds in line with active facilities investment caused by steady economic expansion and the rise in demand for operating funds influenced by the increase in sales and production. It was also greatly facilitated by the downward tendency of interest rates affected by favorable tone of the financial
markets.
Looking at the pattern of funds raised, the share of borrowings from financial institutions, i.e., indirect finance, declined over the previous year with a
corresponding increase in that of funds raised by issuing securities such as
corporate bonds and commercial paper, i.e., direct finance.
Funds raised through indirect finance declined to 17.8 trillion won from the
19.7 trillion won of the previous year. This decrease was brought about largely by the decline in borrowings from non-banks such as investment & finance companies and trust companies despite the expanded borrowings from
deposit money banks. The share of indirect finance in the business sector’s
total fund raising thus fell from 51.2 percent to 33.7 percent.
Borrowings from deposit money banks increased from the 10.0 trillion won
of the previous year to 10.5 trillion won, in line with the increased demand
for operating funds and facilities investment built up by the robust economic
growth. They were led by the expansion of loans in foreign currencies and
of discounts on commercial bills, the latter stimulated by measures in support
of the funding of small and medium enterprises.

THE BANK OF KOREA 23

Indirect f i i c e
Borrowings from banks
Borrowings from non-banks
Investment & f i i c e companies
Insurance campauies
Trust funds
Others
Direct finance
(Commercial paper)
(stocks)

(corporate bonds)
Borrow from abroad
Othed)
(Trade credits)
Deposits
Banks

(Demand deposits)
(Time & savings deposits)

(CDS)
(Cover bills)
Non-banks
(Investment & finance companies)
(Trust funds)
(Others)
securities

(Commercial paper)
Kixporate bonds)

(Stocks)
(Financial debentures)
(Public debentures)
( h e f i c i d certificates)
Foreign claims
2,021.8
Others”
(Trade credits)
(3,171.3)
(30.5)
(2,42
..- ....
__...._...__...__
.__
__..._....___
.
___
_._.._..
Fund utilization(B)
10,405.0 100.0 15,40
00.0 20,273.2
Notes : 1) Trade credits, borrowings from government, bills payable, etc.
2) Trade credits, currency, bills receivable, and -1
to affiliates and subsidiariw.

24 QUARTERLY ECONOMIC REVTW, DECEMBER 1995

10.0

1

Meanwhile, despite a rise in borrowings from insurance companies and development institutions, borrowings from non-banks decreased from 9.7 trillion
won to 7.3 trillion won. This was attributable to the decline in the borrowings from investment & finance companies and trust accounts as the risk of
default grew and the interest rate on trust loans increased.
Funds raised through direct finance expanded to 25.9 trillion won, which
was almost twice as much as the 13.4 trillion won of the same period of the
previous year. Accordingly, the share of direct finance in the business sector’s
total fund raising rose from 34.8 percent to 49.0 percent.
The issuance of commercial paper increased sharply from 0.9 trillion won
to 9.4 trillion won, centering on unsecured corporate bills and intermediated
commercial paper, as the demand for operating funds rose due to the expansion of sales and production amid buoyant economic activity. In the case of
stocks, issuance also swelled from the 4.6 trillion won of the same period of
the previous year to 6.4 trillion won as companies expanded their capital to
fund equipment investment.
The net issuance of corporate bonds rose from 6.0 trillion won to 6.4 trillion won. There was a decline in new issues of ordinary corporate bonds as
conditions in the primary market deteriorated in the wake of a series of defaults and the restraint placed on new bond issues to stimulate the equities
market. It was however more than offset by a rise in net issuance as redemptions contracted and by an increase in the volume of specialized funds
issued including land development bonds and power development bonds to
raise funds for their specific purposes.
Meanwhile, borrowings from abroad moved upward from 1.7 trillion won to
4.0 trillion won as a result of the increases in the short term borrowings
such as trade credits and in long-term inward direct investment. Accordingly,
its share in the business sector’s total fund raising increased from the 4.4
percent of the same period of the previous year to 7.7 percent.
On the funds investment front, the amounts of funds utilized by the business sector in the acquisition of financial assets stood at 20.3 trillion won, an
increase of 31.6 percent over the base period’s 15.4 trillion won. This development was primarily reflected by the sector’s increased demand for operating
funds owing to the upswing in sales and production.
Viewing the pattern of fund utilization by type of asset, deposits at financial institutions declined both in terms of volume and share whereas securities holdings rose sharply. Deposits at financial institutions fell from the 9.4
trillion won to 8.2 trillion won and the share they represented in the sector’s
fund utilization moved downward from 61.1 percent to 40.4 percent. This
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movement was led by the contraction in deposits at non-banks such as investment & finance companies and mutual savings & finance companies while
deposits at banks were sustained at a volume very similar to that of the previous year. Deposits at banks amounted to 2.7 trillion won, as against the 2.6
trillion won of the previous year, but their composition changed as holdings
of CDs expanded whereas time and savings deposits, centering on company
deposits, declined.
Deposits at non-banks contracted from the 6.8 trillion won of the same period of the previous year to 5.5 trillion won as deposits at investment & finance companies shifted to a downward trend and those at postal savings by
government investment institutions declined, together serving to more than
offset the increase of deposits at trust accounts centering on high-yielding
specific money trusts and non specific money trusts.
Meanwhile, purchases of securities, which had recorded a negative position
of 80 billion won rose to 7.2 trillion won, representing 35.7 percent of the sector’s total fund utilization. The rise was driven by the increased holdings of
commercial paper, stocks and financial debentures although the sector ran
down its holdings of beneficial certificates.
There was a large increase in the sector’s holdings of commercial paper
from the negative position of 1.1 trillion won to 4.2 trillion won resulting
from its brisk acquisition of unsecured and intermediated commercial paper
influenced by their high yields.
In the case of stocks, acquisitions increased from the negative figure of 0.4
trillion won in the corresponding period of the previous year to 1.8 trillion
won influenced by the large number of paid-in rights issues, the net outflow
of foreign portfolio funds and financial institutions’ reduction of their stockholdings.
Holdings of financial debentures also moved upward from 0.8 trillion won to
1.0 trillion won centering on Industrial Finance Debentures, Long- term Credit Debentures and Small & Medium Industry Finance Debentures, whose issuance volumes all expanded to fund the increased facilities investment boosted
by the economic upturn.
Meanwhile, holdings of beneficial certificates decreased from the 0.6 trillion
won of the same period of the previous year to 90 billion won. This reflected
a sharp decline in holdings of stock-type beneficial debentures, against the
background of a reduced stock market, which was only partially offset by
brisk sales of long-term public and corporate bond-type beneficial certificates.
The utilization of the sector’s funds in the form of foreign claims increased
from the 1.0 trillion won of the previous year to 2.0 trillion won, pushing up
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their share in its fund utilization from 6.3 percent to 10.0 percent. This rise
was led by increased overseas investment while the supply of medium and
long-term trade credits associated with exports made on a deferred payments
basis picked up again after falling in the last year.

2. Individual Sector
During the period under review, the volume of funds invested by the individual sector in the form of financial assets decreased from 28.8 trillion won
to 27.9 trillion won, a 3.1 percent decline over the corresponding period of the
previous year.
Looking at the pattern of fund utilization, the share of deposits at financial
institutions decreased while that of holdings of securities jumped. Deposits at
financial institutions fell from the 23.9 trillion won to 19.8 trillion won as deposits at both deposit money banks and non-banks decreased. Accordingly,
their share in the sector’s fund utilization also contracted from 82.8 percent
to 71.0 percent.
Deposits at deposit money banks decreased from the 6.7 trillion won to 5.2
trillion won and the share of this item slipped from 23.1 percent to 18.8 percent. This reverse reflected the fall in the sector’s savings deposits and the
sluggish pace of the increase in time deposits following the abolition of the
loan facilities offered on the collateral of stock subscription deposits in the
first quarter. The decline would have been greater but for the sector’s expanded purchases of CDs and its increased holdings of installment savings deposits and mutual installment deposits following the lengthening of their maximum maturities in high-yielding financial products in those categories. As to
deposits at non-banks, they decreased from the 17.2 trillion won to 14.6 trillion won and their share in the individual sector’s allocation of its funds also
slipped from 59.8 percent to 52.2 percent. Viewing non-bank deposits in details, the individual sector’s deposits at life insurance companies expanded
centering on insurance and pension funds. Those at trust accounts also rose.
They were led by non specific money trusts and specific money trusts as a
result of the cessation of the creation of new trusts classed as general non
specific money trusts, which previously predominated, and financial innovation
which led to the introduction of high yielding trust-type financial products.
Meanwhile, deposits at financial institutions for small savers such as mutual
credit facilities and mutual savings & finance companies fell sharply, and
those at investment & finance companies shifted to a decrease. The resulting
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contraction of the sector’s non-bank deposits more than offset the increases in
deposits at other non-bank institutions, leading to the consequent overall decline.
In contrast, the sector’s holdings of securities increased from 4.8 trillion
won to 8.2 trillion won and the share of this item in its total fund utilization
also expanded from 16.7 percent to 29.5 percent. A decrease in its holdings of
beneficial certificates was more than offset by the increased holdings of
stocks and commercial paper. Most notably its acquisition of stocks rose to 3.8
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trillion won as against a net disposal of 1.1 trillion won in the last year. Similarly, there was an expansion in holdings of commercial paper of 1.9 trillion
won, as against a decrease of 0.4 trillion won in the corresponding period of
the previous year, reflecting mainly the favorable yields obtaining on
intermediated commercial paper.
On the other side of ledger, the amount of funds raised by the individual
sector totalled 13.8 trillion won, a 13.8 percent decrease from the previous
year’s 16.0 trillion won. This decline was attributable both to the sluggishness
of its borrowings from non-banks, such as investment & finance companies
and trust accounts, and to the fall in borrowings from deposit money banks
as a result of the decline of general purpose loans to households following by
the cancellation of the convenient loan facilities previously available against
the collateral of stock subscription deposits.

3. Government Sector
During the first half of 1995, the amount of funds operated by the government sector in the form of financial assets rose to 11.7 trillion won, a 55.2
percent rise over the 7.7 trillion won of the previous year largely attributable
to the increased financial surplus as tax revenues outpaced expenditures,
which were held down by the reduction of manpower expenses.
By type of asset holding, deposits at financial institutions expanded from
6.0 trillion won to 8.9 trillion won. This increase, which was mostly placed in
the government’s account with the central bank, was attributable to the
briskness of tax revenues during the economic upturn and to the policy of
fiscal retrenchment which showed the pace of disbursements. Nevertheless,
the share of financial institution deposits in the sector’s total acquisition of financial assets registered the lower level of 75.6 percent as against the 79.3
percent of the previous year. Government loans showed a 1.3 trillion won increase due to the expansion in government investment & loans and the
amount devoted to the acquisition of equity participations rose from the 0.2
trillion won to 1.9 trillion won as the Petroleum Business Fund was converted
to an equity participation in the Korea Petroleum Development Corporation.
Accordingly, their share in the sector’s fund utilization expanded to 11.3 percent and 16.0 percent, respectively.
On the other hand, the amount of funds raised by the government sector
stood at 0.4 trillion won with a rise in the issuance of long-term bonds centering on Bonds for the Management of Public Bonds offsetting the net redemption of short-term bonds such as Treasury bills.
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4. Overseas Sector2)
During the first half of 1995, the amount of funds utilized by the overseas
sector expanded as the current account deficit widened and fund raising by
the sector also rose.
The domestic sector’s borrowings from abroad climbed from 6.1 trillion won
to 11.5 trillion won. Despite the net outflow of foreign funds for stock investment caused by stagnant domestic stock market, short-term trade credits, the
issuance of foreign-currency denominated securities and short-term foreign
borrowings by domestic financial institutions all increased. On the other hand,
the domestic sector’s claims on the rest-of-the-world(fund raising by the
overseas sector) rose from the 3.5 trillion won to 6.3 trillion won as both of2 ) Transactions between the domestic and overseas sectors are recorded from the viewpoint of the rest-of-the world ; therefore, the domestic sector’s borrowings from
abroad are recorded as funds utilized by the overseas sector while the domestic sector’s foreign claims are recorded as funds raised by the overseas sector.
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ficial holdings of foreign exchange and those of domestic banks expanded
while there was a large increase in long-term trade credits associated with
exports made on a deferred basis.
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N . Financial Transactions by the Domestic Sectors
The domestic sectors(comprising the financial, individual, business and government sectors) may be divided into two categories by function. The first
one is the financial sector, which facilitates the flow of funds from surplus
spending unitdultimate lenders of funds) to deficit spending units (ultimate
borrowers of funds). The second one is the non-financial sector, which consists of the individual, business, government sectors.

1. Financial Sector
During the first half of 1995, the financial sector raised 40.5 trillion won
from the other non-financial sectors, while it utilized 42.4 trillion won in the
form of financial assets, resulting in respective decrease in the volume of
funds raised and utilized of 22.1 percent(ll.5 trillion won) and 18.7 percent(9.
7 trillion won) as against the previous year. The ratio of funds utilized to
funds raised edged up from 100.3 percent of the previous year to 104.7 percent owing to the subdued fund raising.

A. Fund Raising
(1) By type of institution
Looking at the financial sector’s fund raising by type of institution, the
shares of deposit money banks, insurance and pension funds in total fund
raising increased while those of other financial institutions including savings
and investment institutions all experienced a decline.
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Deposit money banks raised funds to the value of 13.8 trillion won which
was almost equal to the 13.9 trillion won of the previous year. This sluggish
growth in fund raising was attributable to the slow expansion in the taking
of demand and time & savings deposits which offset the increased borrowings from government and overseas.
However, the share of deposit money banks in the financial sector’s total
fund raising increased from the 26.8 percent to 34.2 percent as the financial
sector’s total fund raising showed an abrupt contraction.
In the case of insurance companies and pension funds, funds raised increased sharply both absolutely and in their share, climbing from 2.8 trillion
won to 5.9 trillion won and from 5.4 percent to 14.6 percent, respectively, influenced by the increase in the contract reserves of life insurance companies.
Meanwhile, funds raised by other financial institutions such as savings institutions and investment companies declined from the 35.1 trillion won to 20.6
trillion won as deposit taking by investment and finance companies shifted
from increase to a decrease, and the growth in that by mutual savings & finance companies slowed while the issuance of beneficial certificates contracted. Accordingly, the share of other financial institutions in the financial sector’s total fund-raising declined from the 67.6 percent to 50.8 percent.

Examining the details of fund raising by deposit money banks, borrowings
from government swelled from 0.8 trillion won to 1.6 trillion won and those
from abroad increased from 1.7 trillion won to 3.9 trillion won while the issuance of bonds moved upward, centering on financial debentures and foreigncurrency denominated bonds.
Meanwhile, time and savings deposits showed only a slight increase largely
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due to the revised arrangements of time deposits for stock subscription while
the issuance of CDs declined affected by their increased yields.
Borrowings from the BOK also decreased sharply due to the repayment of
the funds which had been lent to assist the normalization of the business of
the three investment trust companies. The net consequence of the these various developments was to level deposit money banks’ total fund raising at a
similar level to the corresponding period of the previous year.
In the case of other financial institutions, total funds raised contracted from
35.1 trillion won to 20.6 trillion won. By type of institution, those raised by
development institutions increased from 3.1 trillion won to 4.2 trillion won. In
contrast, those raised by savings institutions and investment companies decreased sharply from 20.7 trillion won to 17.3 trillion won and from 9.3 trillion won to a negative 0.4 trillion won.
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The expansion of fund raising by development institutions was achieved
through the brisk issuance of foreign-currency denominated securities and of
financial debentures, particularly Industrial Finance Debentures and Long
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Term Credit Debentures, whose volume almost doubled from the corresponding period of the previous year’s 1.6 trillion won to 3.0 trillion won.
The reduced fund raising of savings companies was due to the slight increase of deposits at mutual savings and finance companies and the mutual
credits facilities of the National Agricultural Cooperative Federation, the National Federation Fisheries Cooperatives and the National Livestock Cooperatives Federation.
Meanwhile, fund raising by investment companies shifted to a downturn as
deposit-taking by investment trust companies fell steeply owing to lackluster
sales of bills, and the issuance of beneficial certificates showed only a hesitant increase affected by the stagnant stock market, while redemption was
made in full of the funds that had been supplied(by the central bank) to
bring the business of certain investment trust companies back on an even
keel.
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(2) By type of financial instrument

Looking at fund raising in the first half of 1995 by type of financial instrument, deposits decreased from the 40.0 trillion won of the corresponding period of the previous year to 34.5 trillion won with the slow pace of deposit
taking at financial institutions for small savers such as mutual savings & finance companies and mutual credits facilities. In terms of their share in total
raising, though, deposits advanced from 77.1 percent to 85.4 percent due to
the abrupt contraction in the financial sector’s total fund raising.
This shrinkage was partly ascribable to the sharp slowdown in deposit taking at mutual credits and the mutual savings & finance companies mentioned
above. It also reflected the lackluster sales of CDs by financial institutions as
interest rates on them rose and the dullness of the increase in time and
savings deposits following the realignment of the stock subscription deposit
scheme. The combined effect of these developments heavily offset the rise in
the government’s deposits with the central bank brought about by higher tax
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receipts and the expansion of deposits in money trusts, which focussed on
both specific and non-specific money trusts.
Fund-raising through the issue of bonds also fell dramatically. The total
amount raised was just 3.1 trillion won, less than one-third of the 9.9 trillion
won of the previous year. As a proportion of total fund raising by financial
institutions, it also slumped from 19.1 percent to 7.8 percent. This drop in the
issuance of bonds, which occurred despite the buoyant issuance of foreigncurrency denominated bonds and financial debentures centering on those issued by the Korea Long-Term Credit Bank, and the KDB, was attributable
to the large net redemption of Monetary Stabilization Bonds. The value of
beneficial certificates issued also fell well short of that of the corresponding
period of the previous year.
In contrast, the 1.5 trillion won raised through the stock market was on a
par with the 1.5 trillion won of the previous year. Amid the overall shrinkage of fund raising, the proportion raised through the stock market advanced
from 2.8 percent to 3.7 percent.

B. Fund Utilization
(1) By type of institution
During the first half of 1995, the funds utilized by the financial sector
moved downward from 52.1 trillion won to 42.4 trillion won, an 18.6 percentage decrease. Looking at the pattern of fund utilization by type of financial
institution, that by deposit money banks registered 13.6 trillion won, a whisker below the 14.0 trillion won of the previous year, but its share in the financial sector’s total fund utilization advanced from 26.8 percent to 32.0 percent.
In the case of insurance companies and pension funds, the amount of funds
utilized swelled from 2.9 trillion won to 6.0 trillion won and its share in the
total also increased from 5.6 percent to 14.1 percent. This large expansion
was chiefly attributable to their increased fund raising, more than double that
of the corresponding period of the previous year.
Meanwhile, the funds utilized by other financial institutions decreased from
35.1 trillion won to 21.2 trillion won as their loanable funds contracted with
reduction in their fund raising. The share this represented in the sector’s financial investments also fell back from 67.4 percent to 49.9 percent.
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funds

Looking at the fund utilization of deposit money banks, loans and holdings
of RPs declined along with holdings of stock while deposits at BOK and
holdings of bonds expanded. In the case of loans, the amount utilized declined
from the 12.7 trillion won to 11.9 trillion won due to the reduction in loans to
individuals in the wake of the announced cancellation of the loan facilities attached to stock subscription deposits. This fall more than offset the increase
in discounts of commercial bills for firms, an activity that was the object of
various stimulation measures and that was boosted by the buoyancy of the
economy.
Meanwhile, fund utilized in the acquisition of RPs decreased from the negative figure of 53 billion won to a negative 2.7 trillion won due to the central

38 QUARTERLY ECONOMIC RETTW, DECEMBER 1995

bank’s active use of open market operations in order to maintain the monetary stock at an appropriate level. Purchases of stock decreased from the 1.5
trillion won to 0.6 trillion won as the stock market languished. In contrast,
acquisitions of bonds expanded from the negative figure of 0.4 trillion won in
the corresponding period of the previous year to 1.3 trillion won boosted by
the increased holdings of corporate bonds despite a net disposal of holdings of
financial debentures.
Meanwhile, looking at the fund utilization of other financial institutions by
type of institution, that of development institutions grew from 2.9 trillion to
4.3 trillion won and that of securities institutions from 1.1 trillion won to 1.3
trillion, bringing their respective shares in the grouping’s fund utilization from
8.2 percent to 20.1 percent and from 3.2 percent to 6.0 percent.
In the case of savings institutions, the amount of fund utilization fell from
the 20.6 trillion won of the corresponding period of the previous year to 16.9
trillion won. However, the share this represented of this grouping’s allocation
of its funds increased from 58.7 percent to 79.8 percent in view of the relatively much steeper fall in that of the investment companies.
In fact, the funds utilized by investment companies, i.e., investment & finance companies and merchant banking corporations, in the acquisition of financial assets, which had amounted to 9.5 trillion won in the corresponding
period of the previous year, registered a net redemption of 0.3 trillion won.

savings Iastitutians

Investment companies
Securitia Institutions

In the case of savings institutions, the acquisition of deposit holdings decreased from the 1.9 trillion won of the corresponding period of the previous
year to a negative figure of 0.8 trillion won and that of stocks contracted
from 1.8 trillion won to 0.4 trillion won.
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Meanwhile, funds allocated to the acquisition of securities other than stock
expanded from the 5.3 trillion won to 5.9 trillion won, bolstered by the increased acquisitions of commercial paper and corporate bonds which offset
the decreased preference for financial debentures. Accordingly, the share of
non-equity securities increased from 25.8 percent to 34.8 percent.
In the case of loans, there was a slight decrease from 13.2 trillion won to
12.8 trillion won, reflecting the slowdown in the acquisition of loan assets by
mutual savings & finance companies and mutual credit facilities. However,
their share in savings institutions' total fund utilization moved upward from
64.1 percent to 75.8 percent.

In the case of investment companies, funds utilized decreased sharply from
the 9.5 trillion won of the previous year to a negative figure of 0.3 trillion
won as the acquisition of securities, such as stocks, corporate bonds and commercial paper, and loans moved downward. Looking at the details of fund
utilization, acquisition of bonds declined from 7.0 trillion won to a net disposal
position of 0.3 trillion won as acquisitions of commercial paper and financial
debentures decreased from 1.5 trillion won to a net disposal of 1.1 trillion
won and from 0.9 trillion won to a negative position of 0.4 trillion won,
respectively. Meanwhile, those of corporate bonds amounted to just 0.9 trillion
won against 4.2 trillion won.
The amount allocated to loans showed a negative position of 1.7 trillion
won but the acquisition of stocks, which had been 1.5 trillion won of the previous years fell to just 2 billion won, virtually unchanged since the end of the
last year, owing to the bearish stock market.
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( 2 ) By type of financial instruments

During the first half of 1995, looking at the fund utilization of the financial
sector by type of the financial assets, loans shrank from the 32.6 trillion won
to 27.4 trillion won as those extended by investment & finance companies’
loans went to a downturn while those of the deposit money banks increased
at an edge. However, its share in the total fund utilization of the financial
sector rose from 62.5 percent to 64.8 percent.
The net acquisiton of bonds decreased from 11.3 trillion won to 8.7 trillion
won and from 21.6 percent to 20.5 percent in terms of share as holdings of
financial debentures and beneficial certificates declined, offsetting the increased holding of commercial paper.
Stock holdings declined from 6.0 trillion won to 2.5 trillion won and the
share this represented in the sector’s financial investments contracted from
11.5 percent to 5.8 percent. This retract was attributable to the fall in stock
investment by deposit money banks and other financial institutions promoted
by the stock market’s poor performance.
And deposit taking also declined from 0.7 trillion won to a negative position
of 3.0 trillion won due to its reduced holdings of CDs and RPs.
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[Table 171

Financial Investment by Ty

Time & Savings
CDS

RPS
Bonds
Financial &benturea
cammerciat paper

corporate
Beneficial certificates
stocks

Loans
Foreign Reserves

____

_____._______....___-..------....---....-....
...

Total

37,884.2

100.

2. Domestic Non-Financial Sector
Looking at the fund raising and utilization by the domestic non-financial
sectors(the individual, business, and government sectors), there was a steep
increase in businesses’ and government’s fund raising in line with the brisk
economy although that of the individual sector contracted. Reflecting these
movements, total fund raised by the domestic non-financial sector rose by 22.
9 percent from the 54.6 trillion won to 67.1 trillion won.
Meanwhile, total fund utilization by the domestic non-financial sector registered a 15.8 percent increase to 59.9 trillion won as against the corresponding
period of the previous year’s 51.8 trillion won. Although the expanded scale
of fund utilization was partly attributable to the enlarged surpluses of the individual and government sectors, it also reflected the business sector’s buildup of financial assets associated with its increased demand for operating
funds to support the greater volume of production and sales.
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The volume of indirect finance through financial institutions, with respect
to the pattern of fund raising, declined from 34.8 trillion won to 30.5 trillion
won and its share in total fund raising fell from the 63.7 percent to 45.5 percent. This fall was caused both by a decrease in borrowings from deposit
money banks, centering on general purpose loans and overdrafts, and a steep
fall in those from non-banks, virtually investment & finance companies and
merchant banks.
Funds raised by the issuance of securities doubled to 26.0 trillion won from
the 13.3 trillion won and the share in the sector’s in overall fund raising
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moved up from 24.4 percent to 38.8 percent, as the issuance of commercial
paper and stocks expanded reflecting the demand for operating and facilities
fund, while that of bonds was brisk centering on special bonds. Meanwhile,
borrowings from abroad swelled from 1.5 trillion won to 3.8 trillion won,
causing this item’s share to expand from 2.8 percent to 5.6 percent. This increase in the scale of foreign borrowings was partly attributable to the expanded direct investment by foreigners and partly to the increased volume of
trade credits.
As to fund utilization, deposits at financial institutions reduced from the 39.
3 trillion won to 36.9 trillion won and their share in the non-financial sector’s
acquisition of financial assets also decreased from 75.8 percent to 61.5 percent
as the contraction of deposits at non-banks centering on investment & finance companies and mutual savings & finance companies was only partially
made up by increased deposits at banks notably in the government’s current
account and in the form of CDs.
Meanwhile, funds utilized in the acquisition of securities rose to 17.6 trillion
won, three times as much as the 5.7 trillion won of the previous year. Despite a decline in holdings of beneficial certificates, those of stock and commercial paper shifted to a sharp increase, and those of financial debentures
expanded. Accordingly, the shares of securities the total in fund utilization of
the non-financial sector swelled from 10.9 percent to 29.4 percent.

v . Accumulation of financial assets
As of the end of first half of 1995, overall assets held by the domestic non
-financial sectors stood at 782.7 trillion won, which was a 122.2 trillion won
or 18.5 percent increase as compared with the 660.5 trillion won recorded at
the end of June 1994.
Reviewing the financial asset accumulation by sector, the business sector
gathered 274.9 trillion won as against the 229.6 trillion won of the previous
year and its share of total domestic financial asset accumulation also crept up
from 34.8 percent to 35.1 percent as its deposits at financial institutions, centering on CDs and trust deposits, expanded and its holdings of securities, such
as commercial paper, financial debentures and stocks, also rose.
In the case of the government sector, financial asset accumulation increased
from 67.5 trillion won to 81.8 trillion won, bringing its share from the 10.2
percent of the previous year to 10.5 percent owing to its augmented deposits
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at financial institutions such as the government current account, government
loans, and capital participations.
Meanwhile, the individual sector’s financial asset accumulation expanded
from the 363.3 trillion won to 426.0 trillion won as its holdings of deposits at
trust companies and life insurance companies rose, and those of commercial
paper and stocks also advanced. However, its share in total financial asset accumulation retracted from 55.0% to 54.4% as the pace of its financial asset
accumulation failed to keep up with the rest of the domestic non-financial
sector’s.
Looked at the type of asset, total deposits at financial institutions expanded
from 354.8 trillion won to 427.6 trillion won, bringing their share in the domestic non-financial sector’s total financial accumulation up from 53.7 percent
to 54.7 percent. This performance reflected the expansion of deposits at deposit money banks, which was led by CDs, and that at non-banks, centering
on trust accounts and insurance companies.
Meanwhile, holdings of securities increased from the 148.9 trillion won to
177.2 trillion, centering on holdings of commercial paper, financial debentures
and stocks, even though proportion this represented of the non-financial sector’s asset accumulation eased slightly from 22.5 percent to 22.6 percent.

THE BANK OF KOREA 45

