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Economic Movements

[Chart 1]
Real GDP growth rates
(qoq, %)

(yoy, %)

Economic Growth
The quarter-on-quarter growth of real
gross domestic product (GDP) slowed
down from 0.3 percent in the second
quarter of 2012 to 0.1 percent in the
third quarter as the sluggishness of fixed

Source : Bank of Korea National Accounts

investment continued.
Final consumption expenditures

fiscal support policy1) in the latter half.

increased by 0.7 percent quarter-on-

Third quarter facilities investment

quarter, faster than in the previous quar-

(-4.8%) continued sluggish, posting a

ter, but on a year-on-year basis their

decrease for the second consecutive

growth pace remained at 1.5 percent.

quarter. Owing to dampened investor

Private consumption similarly rose by

sentiment in line with the economic

just 0.7 percent, being influenced by

slowdown and heightened external

subdued consumer sentiment in the

uncertainties, investment decreased in

wake of growing uncertainties both at

both machinery(-5.9%), led downward

home and abroad, including the drag-

by equipment for the manufacture of

ging on fiscal crisis of the euro zone.

semiconductors, and in transportation

Government consumption shifted to
an increase owing to the government’s

equipment (-0.6%).
Construction investment shifted to

1) The government announced (June 28) a plan to increase fiscal expenditure during the latter half of the
year to the tune of 8.5 trillion won by minimizing carryovers and unused budget allocations, and
expanding support to SMEs and small-scale sole traders.
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[Table 1]

Growth Rates by Component of Expenditure1)

GDP
Final consumption expenditure
(Private consumption)
(Government consumption)
Gross fixed capital formation

Unit : percent

2011p

2010
Year

Year

6.3

3.6

2012p

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Ⅲ

1.3

0.8

0.8

0.3

0.9

0.3

0.1

4.1

2.2

0.6

0.8

0.4

-0.5

1.5

0.2

0.7

4.4

2.3

0.6

0.8

0.2

-0.4

1.0

0.4

0.7

2.9

2.1

0.7

0.8

1.2

-0.8

3.4

-0.3

0.7

5.8

-1.1

-3.1

3.8

-0.8

-1.5

3.2

-2.9

-1.7

(Facilities)

25.7

3.7

-1.6

4.7

-1.8

-4.3

10.3

-7.0

-4.8

(Construction)

-3.7

-5.0

-4.4

3.5

-0.5

0.1

-1.2

-0.4

0.1

Exports of goods and services

14.7

9.5

2.8

0.8

3.1

-2.3

3.0

-0.6

2.8

Imports of goods and services

17.3

6.5

1.4

1.9

1.3

-3.0

4.3

-1.9

1.8

Notes : 1) Compared with the preceding quarter.
2) p : preliminary
Source : Bank of Korea National Accounts
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an increase of 0.1 percent. Engineering

munication services following an expan-

construction(4.4% 2.8%) increased for

sion in the volume of exports.

the second consecutive quarter thanks

Meanwhile, imports of goods and ser-

to an expansion of electric power facili-

vices recorded a 1.8 percent increase

ties, although building construction

centering on raw materials, including

decreased by 2.0 percent owing to list-

crude oil and natural gas.

less housing market activity and the

By type of economic activity during

worsening of construction companies’

the third quarter, the construction

cash flow.

industry improved, but both manufac-

Exports of goods and services shifted

turing and agriculture, forestry and fish-

to a 2.8 percent increase from a 0.6 per-

ing showed sluggishness. Meanwhile,

cent decrease in the previous quarter.

the service industry exhibited only a

Those of goods posted an increase of 2.9

lackluster pace of recovery.

percent, led by petrochemical products

Manufacturing production, an

and wireless communication equip-

increase in petrochemicals production

ment, because of stronger demand by

owing to the expansion of petrochemi-

newly emerging markets, including

cal plants notwithstanding, posted a 0.4

Southeast Asia and China. Exports of

percent decline quarter-on-quarter as

services similarly marked a hike of 2.0

that of transportation equipment sector

percent quarter-on-quarter, helped by

contracted owing to partial strikes at

an increase in transportation and com-

automobile makers as did that of preci-

Growth Rates by Sector of Economic Activity1)

Year

Year

Ⅰ

Agriculture, forestry & fishing

-4.4

-2.0

Manufacturing

14.7

7.2

Electricity, gas & water supply
Construction
Services

Unit : percent

2011p

2010

2012p

Ⅱ

Ⅲ

Ⅳ

Ⅰ

-3.0

4.5

3.3

1.2

Ⅱ

Ⅲ

-5.2

8.2

-5.6

2.0

-4.1

1.1

-0.3

2.0

-0.2

-0.4
0.5

4.3

2.9

0.1

0.7

0.5

4.2

-3.9

1.3

-2.7

-4.6

-4.3

1.8

2.8

-0.2

-1.7

-2.7

2.8

3.9

2.6

1.0

0.3

0.4

0.7

1.1

0.5

0.1

Notes : 1) Compared with the preceding quarter
2) p : preliminary
Source : Bank of Korea National Accounts

sion machinery sector in response to the

the influence of severe weather condi-

sluggishness of domestic facilities invest-

tions, including typhoons.

ment.
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[Table 2]

The Korean economy is expected to

The service industry marked only a

gradually pick up in the future, affected

0.1 percent increase quarter-on-quarter,

by the modest U.S. economic recovery

held back by the sluggishness of the real

and faster growth of newly emerging

estate, rental and educational service

countries, including China. Nevertheless

sectors in line with subdued real estate

there are deemed to be considerable

transactions and weak private educa-

downward risks surrounding the future

tional institute business, which together

course of growth owing to the prolonga-

more than offset the growth in the retail

tion of the euro zone fiscal crisis and the

& wholesale, health and social welfare

U.S. fiscal cliff issue.

sectors thanks to brisk sales of smart-

Consumption is likely to see a grad-

phones and the expansion of govern-

ual recovery, being affected by improved

ment spending on social welfare pro-

sentiment and favorable income condi-

jects.

tions2).

The construction industry shifted to a

In facilities investment, the pattern

2.8 percent hike, centering on engineer-

of “IT sluggishness-non-IT recovery” is

ing construction. Meanwhile, the agri-

expected to persist amid the prevailing

culture, forestry and fishing industry

uncertainty at home and abroad. Invest-

swung to a 4.0 percent decrease under

ments in the IT sector are expected to be

2) The 6.3% year on year increase in household disposable income for the third quarter of the year under
review was larger than its average level in recent years (annual average 4.6%, 2004-11) and the scale of
the increase in real income of 4.6% also widened (3.7% in Q2).
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only sluggish owing to major manufac-

[Chart 2]
Consumer Sentiment
Index & Private Consumption

turers’ shift to a conservative investment

(yoy, %)

stance, but those in the non-IT sector
should improve upon the buoyancy of
the power generation sector.
Construction investment is likely to
enjoy a modest improvement centering
on buildings for non-residential purposes, including accommodation facilities

11
Source : Bank of Korea Consumer Survey Index ,
National Accounts

[Chart 3]
Investment Plans of Chief
Non-IT Sectors
(trillon won)

(trillon won)

for commercial use.

Employment and Wages
During the third quarter of 2012, the
employment situation continued its
robust improving trend. The number of
persons employed (seasonally adjusted)
rose by 116,000 quarter-on-quarter, a
smaller expansion than last quarter’s
growth of 139,000, but still representing
substantial growth of over 500,000 persons from the same period of the previ-

Source : Korea Finance Corporation
Facilities Investment Survey

ous year.
By industry, manufacturing sector

[Chart 4]
Credit Guarantees Outstanding
to Hotel Business1)
(hundred million won)

[Chart 5]
Number of Employed
(yoy, ten thousands)
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Note : 1) Year-end basis
(as of the end of September in 2012)
Source : Korea Credit Guarantee Fund

(S.A., ten thousands)

Source : Statistics Korea Economically Active
Population Survey

continuing the improvement trend evi-

large margin, owing to a hike in the new

dent since early in the year 2012.

recruitment at export-oriented big firms

During the months of October and

in the IT and automobile sectors. On the

November, the employment situation

other hand, service sector employment

kept up its favorable trends. The number

(2,000 persons) only marked time, influ-

of persons employed (seasonally adjust-

enced by sluggish domestic consump-

ed) declined by 36,000 on a monthly

tion, particularly in retail & wholesale

average basis, but this was chiefly ascrib-

(-6,000 persons).

able to a decrease in the public sector

The construction (23,000 persons)

following the completion of govern-

sector shifted to an increase for the first

ment job creation projects during the

time in the year after falling in the first

period.
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employment(105,000 persons) rose by a

quarter of 2012.

[Chart 6]
Number of Employed by Industry

[Table 3]
Employment related Indicators
Unit : thousand persons, %
2011

(S.A., ten thousands)

Year

2012
Ⅰ

Ⅱ

Ⅲ

Oct.~Nov.

<S.A.>
Labor force

25,099 25,404 25,503 25,574 25,525

(Participation rate)

61.1 61.4 61.4 61.4 61.1

Unemployment level

855

879

840

794

760

(Unemployment rate)

3.4

3.5

3.3

3.1

3.0

Employment level

1)

24,244 24,525 24,664 24,780 24,765
(415) (117) (139) (116) (-36)

Source : Statistics Korea Economically Active
Population Survey

(Employment rate)
<Non S.A.>
Labor force

By employment status, the number of
waged workers(131,000 persons) posted
robust growth centering on permanent

59.1 59.3 59.4 59.5 59.3

25,099 24,873 25,844 25,760 25,720

(Participation rate)

61.1 60.1 62.3 61.8 61.6

Unemployment level

855

947

841

770

714

(Unemployment rate)

3.4

3.8

3.3

3.0

2.8

Employment level

24,244 23,927 25,003 24,989 25,005
(415) (467) (430) (506) (374)

workers (164,000 persons). However, the

(Employment rate)

number of non-waged workers(-20,000

Note : 1) Figures in parentheses refer to the change
compared with the preceding period.
Source : Statistics Korea
Economically Active Population Survey

persons) shifted to a decrease.

59.1 57.8 60.2 60.0 59.9

The employment rate (seasonally
adjusted) and the unemployment
rate(seasonally adjusted) stood at 59.5

Affected by a base effect following the

percent and 3.1 percent, respectively,

favorable employment conditions since

7

the fourth quarter of the preceding year

decrease in overtime payments(-3.5%)

and amid an across-the-board drop in

that was influenced by the slowdown.

3)

the demand for manpower , the year-

The nominal wages of temporary and

on-year upward trend in the number of

daily workers picked up by 4.0 percent,

persons employed is likely to be blunted

less than the previous quarter’s 5.5 per-

by the economic slowdown after some

cent.

time-lag.
[Table 4]
Rates of Increase of Nominal Wages1)

[Chart 7]
Trend of BSI on Future
Tendency of Human Resources and
Job Vacancies

Unit : percent
2011

(2009.6=100)

Year

Ⅰ

Ⅱ

Ⅲ

1.2

7.8

5.1

4.7

Nominal wages of
permanent employees -0.7

7.7

5.2

4.5

Nominal wages of
employees

(Regular payments)

4.7

5.9

5.6

5.5

(Overtime payments)

-8.2

4.4

3.1

-3.5

(Special cash payments) -19.2
Nominal wages of temporary
13.7
& daily employees

17.0

3.5

3.0

13.7

5.5

4.0
4.7

(Manufacturing)

1.9

10.5

6.1

12.8

5.5

2.3

3.8

(Wholesale and retail trade) 6.0
(Transportation)
0.8

9.0

5.8

6.3

(Construction)
Note : 1) June.2009 = 100
Source : Bank of Korea Business Survey Index ,
Statistics Korea Economically Active
Population Survey

Nominal wages increased by 4.7 per-

9.9

7.3

8.5

(Accommodation and
13.1
food service activities)

5.7

6.8

5.9

(Information and
communications)

10.2

7.8

2.0

4.7

2.1

6.3

5.7

0.7

(Real estate activities and
2.9
renting and leasing)

10.3

9.5

7.4

(Financial and insurance
activities)

cent year-on-year during the third quarter of 2012, marking a flattening out of
their trend from the second quarter’s 5.1
percent-increase.

2012

(Business services)

-7.7

5.9

5.7

4.7

(Education)

-6.0

4.2

4.6

6.8

Note : 1) Compared with the same period of the
previous year.
Source : Ministry of Employment and Labor
Labor Force Survey at Establishments

By employment status, the nominal
wages of permanent workers rose by less
than in the quarter before as the continQUARTERLY BULLETIN / December 2012
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ued upward trend in regular pay-

By industry, transportation(8.5%),

ments(5.5%) was partly offset by a

real estate, renting and leasing(7.4%)

3) The number of job vacancies, which shows firms’ demand for labor, maintained a downward trend
from June of the year under review in comparison with the same month of the preceding year.
Number of unfilled job vacancies
(year on year, ten thousands)

June 2012
-0.4

July
-1.6

Aug.
-2.2

Sep.
-0.4

Oct.
-0.5

of breeding stock4) and a drop in prices

relatively high rate of increase, whereas

of durable goods, including automobiles

financing and insurance (0.7%) and

and home appliances, which served to

construction (3.8%) posted rates of

offset rises in the prices of agricultural

increase lower than the all-industry

products, and petroleum goods and in

average.

rents.
Compared with the last month of the

Prices

previous quarter, consumer prices rose
by 0.8 percent owing to hikes in the

Consumer prices rose by 1.6 percent

prices of electricity, piped water and gas

year-on-year in the third quarter of

charges in August (up 2.7% from the

2012, much less than the 2.4 percent

previous month) and a sharp rise5) in

increase of the previous quarter. Their

prices of agricultural products owing to

slower pace was mainly attributable to a

a couple of heat waves and typhoons.6)

steep fall in prices of livestock goods in

During the October~November peri-

the wake of an increase in the number

od, consumer price rose by 1.9 percent

Current Economic and Financial Movements

and education service(6.8%) recorded a

[Table 5]

Rates of Increase of Consumer Prices1)
2010

Unit : percent

2011

2012

Year

Year

3.0

4.2

2.3

0.5

1.1

0.3

0.8

0.1

0.8

-0.5

(3.0)

(4.0)

(3.8)

(4.0)

(4.3)

(4.0)

(3.0)

(2.4)

(1.6)

(1.9)

14.8

5.8

7.1

-4.4

7.1

-3.4

4.2

-1.8

5.4

-6.7

Industrial products

2.6

5.3

2.6

1.0

0.9

0.9

1.3

0.0

0.3

-0.2

Electricity water gas

-

7.6

2.0

1.9

1.2

2.3

0.2

0.5

2.9

0.0

Services

1.9

2.8

1.4

0.7

0.3

0.4

0.0

0.5

0.4

0.2

CPI excluding agricultural products
& petroleum products

1.7
(1.8)

3.6
(3.2)

1.7
(2.6)

1.0
(3.2)

0.3
(3.4)

0.6
(3.4)

0.0
(2.5)

0.6
(1.6)

0.3
(1.4)

0.1
(1.4)

CPI excluding food & energy

1.7
(1.9)

2.7
(2.6)

1.2
(2.2)

0.8
(2.6)

0.3
(2.7)

0.4
(2.7)

0.2
(2.2)

0.5
(1.5)

0.3
(1.3)

0.2
(1.4)

Consumer prices
Agricultural, livestock
& marine products

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Ⅲ

Oct.~Nov.

Notes : 1) Compared with the last month of the preceding period.
2) Figures in parentheses refer to rates of increase over the corresponding period of the previous year.
Source : Statistics Korea Consumer Price Index

4) The number of breeding pigs increased at a year on year average rate of 27.4% during the first three
quarters of 2012.
5) Durable goods prices declined respectively 1.9% and 1.5% in October and November due to cut of individual consumption tax on cars and large household appliances.
6) During the third quarter of 2012 the prices of agricultural products rose 10.6% led by those of vegetables and fruit in response to an intense heat wave, torrential rains, and typhoons.
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to increased shipments following

[Chart 8]
Trend of Consumer Prices

improved weather conditions, even

(yoy, %)

while livestock product prices sustained
a downward trend, and the prices of
petroleum goods shifted to a falling
trend.
In the third quarter of 2012, core
inflation(year-on-year) registered a
slightly slower pace of increase than the
previous quarter. The measure of core
inflation that strips out non-grain agri-

Source : Statistics Korea

cultural products and petroleum products from the CPI slowed to 1.4 percent

(year-on-year) led by increases in prices

year-on-year in the third quarter from

of agricultural products and service

the previous quarter’s 1.6 percent. It also

charges, slightly higher than the third

posted the same rate of increase during

quarter.

the October~November period.

Compared with the last month of the

The alternative measure of core infla-

previous quarter, consumer prices

tion(year-on-year) that strips out all

dropped by 0.5 percent as prices of veg-

foods and energy from the CPI also

etables and fruit plunged sharply owing

showed similar movements.

[Table 6]

Rates of Increase of Producer Prices, Export and Import Prices1)
Unit : percent
2010

QUARTERLY BULLETIN / December 2012
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2011

2012

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Ⅲ

Oct.~Nov.

Producer prices

5.3
(3.8)

4.3
(6.1)

3.6
(6.7)

-0.1
(6.4)

0.8
(6.2)

0.0
(5.0)

2.0
(3.2)

-2.0
(1.7)

1.0
(0.4)

-1.4
(0.0)

Agricultural, forest
& marine products
Industrial products
Electric power, water,
and gas supply
Services
Export prices

21.1

-0.2

9.5

-13.6

4.5

0.9

6.3

-10.7

12.0

-10.4

6.0

5.3

4.3

0.6

0.8

-0.4

2.1

-2.2

0.5

-1.4

1.5

12.0

1.9

1.9

3.0

4.8

0.8

-0.8

2.7

-0.1

1.1
0.8
2.5
3.5
(4.4) (6.6)
7.1
6.6
(13.4) (16.9)

0.4
-3.5
(3.5)
-2.0
(14.2)

-0.2
3.3
(2.0)
3.0
(11.3)

0.0
-0.6
(5.6)
-0.5
(11.5)

1.1
0.9
(2.2)
3.0
(5.5)

-0.1
-1.4
(2.4)
-6.4
(-0.8)

0.3
-0.9
(0.5)
1.8
(1.0)

0.0
-4.5
(-5.3)
-6.0
(-7.0)

Import prices

1.9
4.3
(-2.6)
12.7
(5.3)

Notes : 1) Compared with the last month of the preceding period.
2) Figures in parentheses refer to rates of increase over the corresponding period of the previous year.
Source : Bank of Korea Producer Price Index , Export/Import Price Index

($/bl)

(KRW/$)

service charges, shifted to a downward
trend (compared with the last month of
the previous quarter).
Export prices (Korean won basis) in
the third quarter of 2012 fell by 0.9 percent compared with the last month of
the previous quarter. Import prices
(Korean won basis) rose by 1.8 percent.
During the October~November peri-

Source : Bloomberg, Bank of Korea

od, both export and import prices fell,

Current Economic and Financial Movements

[Chart 9]
Exchange Rate(KRW/USD) and
Oil Price(Dubai)

influenced by a decline in international
oil prices and a stronger won in U.S. dolConsumer prices are anticipated to

lar terms.

see only a mild upward trend for the
time being, affected by the stability of

Real Estate Price

charges for services in the wake of the
economic slowdown even while there is

In the third quarter of 2012, housing

only mild inflationary pressure on the

prices nationwide showed a decline of

supply side.

0.4 percent.

Producer prices in the third quarter of

Those in Seoul and its surrounding

2012 rose by 0.4 percent year-on-year,

areas exhibited a faster pace of decline

registering a slower pace than the 1.7

from the previous quarter as the down-

percent hike in the previous quarter.

ward trend of large apartment prices

Compared with the last month of the

spread to small-sized apartments

previous quarter, they shifted to a 1.0

because of weakened expectations of

percent rise as prices of petrochemical

price hikes.

products rose in the wake of a hike in

Housing prices in regions other than

international oil prices and those of agri-

Seoul and its surrounding areas, as a

cultural, forestry and marine products

wait-and-see attitude become more

soared, influenced by typhoons.

widespread, showed a modest upward

They fell by 1.4 percent in October

trend, centering on regions associated

and November as all items, excluding

with favorable reports of regional devel-

7) The prices of agricultural, forestry and marine products fell by 10.4% compared to the last month of the
preceding quarter, led downward by those of vegetables and fruit as the volume of shipments increased,
and those of manufactured goods declined 1.4%, as the reduction in international raw material prices
was passed through to them; and charges for electricity, water and gas inched down 0.1% over the
same period.
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[Table 7]

Rates of Increase in Real Estate Prices1)
2010

Unit : percent

2011

2012

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Ⅲ

Oct.~Nov.

1.9

6.9

2.3

2.0

1.5

1.0

0.5

0.1

-0.4

-0.2

-1.7

0.5

0.7

0.1

-0.1

-0.2

-0.4

-0.7

-1.0

-0.7

6.4

15.1

4.2

4.6

3.3

2.2

1.4

0.9

0.3

0.3

Housing rents
(Seoul and
its surrounding areas)
(Rest of the country)

7.1

12.3

4.3

2.7

3.3

1.5

1.1

0.7

0.6

0.9

6.3

11.0

4.4

1.8

3.5

0.8

0.5

0.1

0.5

0.8

9.2

14.5

4.4

4.1

3.1

2.1

1.7

1.2

0.5

0.9

Land price

1.0

1.2

0.3

0.3

0.3

0.3

0.3

0.3

0.1

..

Housing prices
(Seoul and
its surrounding areas)
(Rest of the country)

Note : 1) Compared with the last month of the preceding period.
Sources : Ministry of land, Transport and Maritime Affairs, Kookmin Bank.

[Chart 10]
Rates of Increase by Size
(Seoul and its surrounding areas)
(mom,%)

estate policy package, whose effects were
limited to bringing about an increase in
transactions of houses for urgent sale8).
Housing rents in the third quarter of
2012 posted a rise of 0.6 percent, showing a slowdown of their upward trend
from that of recent years (Average 1.0%
in the third quarters of 2002~2011).
In October and November, housing

Note : 1) Small-sized apartments those up to 62.8m ,
Large-sized apartments those of at least 95.9m2
Source : Kookmin Bank
2

rents in Seoul and its surrounding areas
showed an upward trend, affected by
demand for moving9) from reconstruct-
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opment, including the creation of

ing apartments in Songpa-gu and Seo-

industrial estates.

cho-gu.

In October and November, housing

Those in regions other than Seoul

prices nationwide continued their

and its surrounding areas rose, in a

downward trend, in spite of the

movement centering on those regions

announcement of government real

of Daejeon and Chungnam adjacent to

8) With effect from September 24 until December 31, the government implemented a program to revive
real estate market activity, the main content of which involved a 50% reduction in acquisition tax and
100% exemption from transfer tax for a period of five years from the date of acquisition for apartments
that had not so far been sold.
9) It was expected to move out before the year-end from newly reconstructing units in the Karak-siyeong,
Shin- Banpo Hanshin, and Jamweon Daerim apartment complexes.

(%)

[Chart 12]
Growth of Korean Exports and
their Rate of Increase
(billion US dollars)

(yoy, %)

Source : Kookmin Bank

Current Economic and Financial Movements

[Chart 11]
Rates of Increase in Housing Rents

Source : Korea Customs Service

Sejong City, in response to the relocation of government agencies and public

exports to newly emerging markets,

institutions.

including China and Southeast Asia,
also dwindled.

External Transactions

Broken down by commodity group,
the scale of the fall of those of IT prod-

During the third quarter of 2012,

ucts(-3.2%) was narrowed thanks to the

exports (customs-clearance basis)

launch of new smartphone models and

decreased by 5.8 percent over the same

a hike in export unit prices of display

period of the previous year, showing a

panels. Exports of non-IT products fell

faster pace of decline than the previous

sharply, shifting to a decrease for the

quarter.

first time since the third quarter of 2009.

By region, exports to major trading

This was attributable to a drastic fall in

partners were sluggish. Exports to the

new overseas orders for ships since the

EU declined for the fourth consecutive

financial crisis and production setbacks

quarter since the third quarter of 2011

in the wake of strikes at some automo-

owing to sluggish exports of ships and

bile plants.

automobiles amid the sharp economic

During October and November,

downturn in the euro zone. Those to

exports(customs-clearance basis) increased

the U.S. decreased, led downward by IT

by 2.4 percent over the same two-month

products. Those to Japan also shrank

period of the previous year owing to the

owing to a base effect following their

recovery of those to newly emerging mar-

surge in 2011 in the wake of the massive

kets, including China and Southeast Asia,

earthquake. Affected by the economic

which served to offset export setbacks to

slowdown in advanced countries,

advanced countries.
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[Table 8]
Exports by Destination and Sector1)
(Customs clearance Basis)
Unit : billion US dollars, %
2011

Non-IT products
Non-Ship

materials showed a faster pace of decline
owing to a fall in prices of raw materials,

2012

including crude oil, steel and metals, fol-

555.2 134.9 140.2 133.1 94.9
(19.0) (3.0) (-1.7) (-5.8) (2.4)

lowing weaker global demand, and the

Ⅰ

Ⅱ

Ⅲ

U S
(12.8) (24.4) (-1.5) (-0.3) (-4.6)
Japan
(40.8) (13.6) (-7.8) (-7.4) (2.0)
E U
(4.1)(-17.7)(-14.5) (-4.6) (-5.9)
China
(14.8) (0.7) (-3.7) (-2.9) (8.1)
Southeast Asia
(29.6) (8.8) (3.2) (-4.8)(13.8)
Central & South America (10.9) (-7.6) (9.2)(-19.9)(-12.8)
IT products

By commodity group, imports of raw

Oct.~Nov.

Year
Exports

second consecutive quarter.

124.6 27.4 29.1 30.6
(-1.4) (-9.7) (-8.0) (-3.2)
430.6 107.4 111.1 102.5
(26.7) (6.8) (0.1) (-6.5)
500.6 123.0 127.4 126.9
(19.4) (6.9) (-0.1) (-1.9)

22.9
(8.5)
72.0
(0.7)
90.2
(6.0)

Note : 1) Figures in parentheses refer to rates of
increase compared with the same period of the
previous year(%).
Source : Korea Customs Service

sluggishness of industries such as shipbuilding and construction that have
high demand for raw materials. Imports
of capital goods also saw their downward pace accelerate because of the sluggishness of domestic facilities investment. Those of consumer goods
decreased for the second consecutive
quarter centering on direct consumer
goods, including meat.
[Table 9]
Imports by Sector and Use1)
(Customs clearance basis)

Broken down by commodity group,

Unit : billion US dollars, %
2011

exports of IT products(8.5%) in October
and November shifted to an increase

Year
Imports

thanks to the rollout of new smartphone models and brisk exports of nonmemory semiconductors.
Exports of non-IT products(0.6%) also
swung to a rise, influenced by demand
for auto parts and components by overseas plants for local production, and a
hike in the unit prices of petroleum
QUARTERLY BULLETIN / December 2012
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products.
Meanwhile, imports (customs-clearance basis) in the third quarter of 2012

2012
Ⅰ

Ⅱ

Ⅲ

Oct.~Nov.

524.4 133.6 130.5 125.6 86.8
(23.3) (7.8) (-2.9) (-6.9) (1.2)

Non-Crude Oil

423.6 106.0 103.1
(18.8) (5.1) (-5.0)
Non-Raw materials & Fuels 199.7 49.0 48.2
(12.2) (5.3) (-5.6)
Raw materials & Fuels 324.7
(31.4)
Capital goods
146.5
(8.0)
Consumer goods
53.1
(25.7)

84.6
(9.3)
36.0
(4.9)
13.0
(6.4)

99.8 68.3
(-8.7) (-0.5)
47.9 33.3
(-8.0) (0.4)

82.3 77.8 53.5
(-1.2) (-6.2) (1.8)
34.8 34.2 23.8
(-7.0)(-10.1) (-1.5)
13.3 13.6 9.5
(-1.9) (-2.3) (5.5)

Note : 1) Figures in parentheses refer to rates of
increase compared with the same period of the
previous year(%).
Source : Korea Customs Service

decreased by 6.9 percent owing to the
listlessness of exports and domestic

During the October~November peri-

demand, representing a decline for the

od, imports shifted to an increase, affect-

prices and stronger demand for imported cars following the lowering of the
individual consumption tax for passenger cars.

Financial and Foreign
Exchange Markets
Developments
Financial Markets
During the third quarter of 2012,

[Table 10]

Current Account

yields on Treasury bonds (3-year maturi-

Unit : billion US dollars
2011

2012

Year Ⅰ Ⅱ Ⅲ Ⅳ Ⅰ Ⅱ Ⅲ Oct.
Current 26.5
Account
Goods 31.0
Services -4.4
Income 2.5
Current -2.5
Transfers

ty) dropped sharply, influenced by the
lowering of the Bank of Korea Base Rate

2.6 5.5 6.9 11.5 2.6 11.2 14.6 5.8

and worries over the global economic

5.8 7.7 7.2 10.2 2.6 8.5 13.3 5.2
-2.5 -0.8 -1.2 0.2 -0.6 2.3 0.7 0.4
0.4 -0.8 1.3 1.6 1.5 0.8 1.0 0.5

slowdown. Following the July reduc-

-1.1 -0.5 -0.4 -0.5 -0.9 -0.5 -0.5 -0.3

Source : Bank of Korea Balance of Payments

Current Economic and Financial Movements

ed by a hike in crude oil import unit

tion(3.00%) of the Bank of Korea Base
Rate, they had hovered below the Base
Rate owing to anticipations of worsening economic conditions both at home
and abroad and expectations of an addi-

Meanwhile, the current account sur-

tional policy rate cut, fluctuating within

plus widened to 14.6 billion dollars in

a fairly narrow range in line, for exam-

the third quarter of 2012 from 11.2 bil-

ple, with shifts of monetary policy in

lion dollars in the previous quarter.

major countries.

The services account surplus nar-

As of the end of the third quarter,

rowed owing to an increase in expendi-

yields on Treasury bonds (3-year maturi-

tures for overseas travel, but imports

ty) had fallen by 0.51 of a percentage

decreased at a faster pace than exports,

point from the end of the previous quar-

contributing to an expansion in the

ter to stand at 2.79 percent.

goods account surplus. For October

In October, yields on Treasury bonds

2012, the current account posted a

(3-year maturity) plunged to their lowest

monthly surplus of 5.8 billion dollars

recorded level (2.71% on Oct. 10) owing

centering on the goods account surplus.

to expectations of a further cut in the
Base Rate.
After the actual decrease of the Base
Rate (Oct. 11), they rebounded slightly,
affected by weakened expectations of a
further lowering of the Base Rate and

15

the easing of overseas uncertainties, thus

short-term rise and to the sluggishness

their state of yield curve inversion rela-

of economic indicators in major coun-

tive to the Base Rate ended. As of the

tries.

end of November, yields on Treasury

In September, the KOSPI rebounded

bonds (3-year maturity) had risen by

because of the announcements of quan-

0.05 of a percentage point from the end

titative easing policies announced by

of September to stand at 2.84 percent.

major countries and the upward adjustment of Korea’s sovereign credit rating

[Chart 13]
Market Interest Rate Movements
(%)

upgrades. As of the end of the third
quarter, the KOSPI stood at 1,996.2, up
7.7 percent from the end of the second
quarter.

[Chart 14]
Stock Price Movements
(1980.1.4=100)

(1996.7.1=1,000)

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

Over the course of the third quarter

Source : Korea Exchange

of 2012, the KOSPI posted a sharp rise.
After falling to the year’s lowest level
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around the end of July(1,769.3 on July

In October, the KOSPI dropped

25) owing to concerns about the eco-

sharply, affected by the dererioration in

nomic slowdown both at home and

the outlook for domestic economic

abroad, it rose sharply, influenced by

growth, the reemergence of the fiscal

expectations concerning quantitative

crisis in the euro zone and concerns

easing policies by major countries’ cen-

about the U.S. fiscal cliff. After the mid-

tral banks and the easing of worries over

dle of November, it bounced back signif-

the fiscal crisis in the euro zone.

icantly owing to the easing of fiscal con-

In August, it slipped back temporarily

cerns in the euro zone and the U.S. As of

owing to the burdens from its steep

the end of November, accordingly, the

Unit : billion won
2010

Bank loan to enterprises
(Large enterprises)
(Small and medium enterprises)

2011

2012

Year

Year

Ⅲ

Ⅰ

Ⅱ

Ⅲ

10,933

39,063

13,821

2,501

15,133

10,723

13,618

5,173

11,844

27,791

9,197

6,387

10,298

10,722

7,289

2,859
2,314

Ⅳ

Oct.~Nov.

-912

11,272

4,624

-3,886

4,836

1

6,328

Net CP issuance

-3,619

3,879

6,288

-1,424

4,542

331

1,717

2,353

Net bond issuance

11,597

19,543

4,840

5,584

2,742

-151

8,492

5,618

Net equity issuance1)

8,698

9,213

595

3,297

715

344

314

583

21,822

23,940

5,464

6,382

-2,763

4,824

1,410

3,134

[Including mortgage loans
assigned to KFHFC]2)

30,014

31,290

7,231

8,980

-1,228

7,766

7,506

9,804

(Mortgage loans)

20,324

21,409

4,315

6,332

915

3,459

1,111

402

[Including mortgage loans
assigned to KFHFC]2)

28,517

28,760

6,082

8,929

2,449

6,401

7,206

7,072

1,728

2,428

1,060

-84

-3,589

1,317

348

2,729

Bank loans to household

(Others incl. overdraft accounts)

Current Economic and Financial Movements

[Table 11]
Bank Lending and Corporate Funding (Changes during the period)

Notes : 1) Sum of KOSPI and KOSDAQ markets
2) Includes KHFC ‘Bogeumjari’ loans and bank loans assigned to the KHFC.

KOSPI stood at 1,939.2, down 3.2 per-

the previous quarter owing to the faster

cent from the end of the third quarter.

pace of expansion of housing mortgage

The growth of bank lending to enter-

loans (included those assigned to

prises posted a quarter-on-quarter

KHFC), which more than offset a slower

increase in the third quarter of 2012.

pace of increase in the “Minus Bank-

The growth of bank lending to large

book Loans.”

enterprises slowed down owing to an

In October and November, the

expansion of their fund-raising through

growth pace of bank lending to enter-

the direct financial market.

prises slowed down, influenced by the

However, bank lending to small and

lapse of the exceptional factors at the

medium-sized enterprises(SMEs) increased

end of the previous quarter and weaker

sharply because of bank’s sustaining

demand for funds following the eco-

efforts to expand lending and such

nomic slowdown.

exceptional factors as the demand for

The growth pace of bank loans to

Chuseok funds and the deferred loan

households(included mortgage loans

repayments as a result of the last day of

assigned to KHFC) accelerated as the

September being a holiday.

upward trend of housing mortgage

Meanwhile, bank lending to house-

loans (included those assigned to KHFC)

holds (included mortgage loans assigned

continued owing to an increase in hous-

to KHFC) increased at a similar level to

ing transactions driven by exception

17

from acquisition tay (effctive on Sept.

pulled this way and that by such

24), the expanded handling of loans eli-

upward factors as the preference for

gible for securitization, and a sharp rise

safe-haven assets and such downward

in “Minus Bankbook Loans”.

factors as the sense of caution about the
Japanese government’s market interven-

Foreign Exchange Markets

tion to stem the yen’s appreciation and
expectations of the Bank of Japan’s

In the course of the third quarter of
2012, the Korean won briefly exhibited

implementation of a further easing of
monetary policy.

a depreciating trend against the U.S. dol-

In October and November, the won-

lar, affected by concerns about the glob-

yen exchange rate fell at a fast pace

al economic slowdown and Spain’s

owing to the Bank of Japan’s implemen-

application for a bailout.

tation of additional monetary easing,

Overall, however, it marked a sus-

posting 1,320.6 won per 100 yen, down

tained appreciating trend against the

9.1 percent from the end of the third

dollar as expectations heightened of

quarter.

inflows of global liquidity to Korea,
influenced by the inflow of foreigners’
stock investment funds, major countries’ announcements of additional

[Chart 15]
Exchange Rate Trend of Korean Won
(won)

quantitative easing policies, and the
ECB’s Outright Monetary Transactions
(OMT) program.
As of the end of the third quarter of
2012, accordingly, the Korean won traded at 1,111.4 won per dollar, a rate 3.1
percent lower than the end of the previous quarter.
In October and November, it continued its appreciating trend as exporters’
QUARTERLY BULLETIN / December 2012
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active selling of dollars and importers’
lags in settlements amid a widening current account surplus.
In the third quarter of 2012, the Korean won fluctuated repeatedly within a
limited range against the Japanese yen

Note : The won/dollar exchange rate is based on the market closing rate, and the won/100 yen exchange
rate is based on the cross rate notified by the Seoul
Money Brokerage Services Limited(SMBS).
Source : Bank of Korea

Woong Kim*
Hyeon Soo Kim**
Uncertainty in the global economy

gle index based on multiple financial

has mounted since the second half of

volatility and spread indicators. It also

2011 due largely to the euro area debt

elicits specific figures as to the degree to

problems. The Korean economy, which

which uncertainty can limit or drive

had originally been expected to show a

growth by means of scenario analysis in

recovery of the momentum toward an

a bid to use this for economic forecast-

economic upswing from the second

ing in future.

half, exhibited sluggish growth, and

The empirical analysis results show

some claim that this is influenced by the

that in Korea mounting uncertainty has

uncertainty. It is becoming ever more

a strong tendency to lead to a contrac-

important for the policy authorities to

tion of the real economy. It is analyzed

undertake an analysis as to whether

that uncertainty have greater influence

uncertainty about economic conditions

since the global financial crisis of 2008.

influences economic growth, and if so,

Furthermore, uncertainty affects eco-

on what scale.

nomic growth after some time lag and it

This paper sees uncertainty in the

exercises a negative influence on GDP

domestic and overseas environments as

components ranked as follows, exports,

being reflected in the financial markets,

consumption and investment.

and attempts to carry out an empirical

These analysis results imply that, at a

analysis of the relationship between

time when the level of uncertainty

uncertainty and economic growth by

shows great change, the policy authori-

constructing an uncertainty index, a sin-

ties need to deal with this, taking into

The Impact of Uncertainty on Economic Growth in Korea
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account the relationship between uncertainty and economic growth, and the

Ⅰ.Introduction

time lag relationship with GDP components and its(time-lag) influence on

Since the latter half of 2011, the
uncertainty of economic conditions has

them.

been becoming greater owing inter alia
Ⅰ. Introduction

to the eurozone debt problem and the

Ⅱ. Definition of Uncertainty and Uncer-

geopolitical risk surrounding North

tainty Index for Korea

Korea, the Middle East region and so on.

1. Definition of Uncertainty

As the Korean economy is exhibiting a

2. Transmission Channels of Uncer-

sluggish performance in the latter half

tainty
3. Constructing the Uncertainty

of 2011, very different from earlier forecasts, there are assertions that uncertain-

Index for Korea

ty is affecting its basis. Also there are

Ⅲ. Empirical analysis

concerns that the domestic economy is

1. Relationship between the Uncer-

unlikely to recover its strength in the

tainty Index and Economic

future if the uncertainty of external con-

Growth

ditions related to the fiscal problem in

2. Test of Predictive Power of the
Uncertainty Index
3. The Effects of Uncertainty Shocks
on the Real Economy
Ⅳ. Conclusion

the euro zone continues amid a general
economic downturn in the advanced
countries.
In general, if economic uncertainty
heightens, economic agents tend to take
a wait and see attitude in decision-making or economic activity. And, in compensation for uncertainty, risk premiums will widen and then the fund-raising costs of households and enterprises
will increase. Finally, financial institutions adopt conservative lending atti-
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tudes. Because of all of these reasons,
consumption, investment and exports
will be dampened, having negative
effects on economic growth.
To carry out effective policies preemptively, meanwhile, it is necessary for

methods of capturing uncertainty and

bank, to have highly accurate forecasts

construct an uncertainty index for

for major macro variables, including

Korea. In Section III, we present the

economic growth. However, there is a

result of the empirical analysis of the

tendency for the accuracy of the eco-

relationship between uncertainty index

nomic outlook to fall sharply in a time

and economic growth. In Section IV, we

of great uncertainty. Accordingly, policy

concludes the article with a summary of

authorities need to promptly grasp

our findings.

information related to uncertainty and
reflect it in the economic outlook, to
prevent a loss of predictive power. However, there are few empirical analyses for
Korea on whether an increase in the
uncertainty of internal and external
conditions affects economic growth

Ⅱ.Definition of

The Impact of Uncertainty on Economic Growth in Korea

policy authorities, including the central

Uncertainty and the
Uncertainty Index
for Korea

and, if it does, on what scale.
In this paper, we construct an uncer-

First of all, we consider discussions of

tainty index of internal and external

what constitutes uncertainty and why it

conditions for Korea and conduct corre-

negatively affects economic growth.

lation analysis between the uncertainty
index and economic indicators. To use

1. Definition of Uncertainty

the uncertainty index for economic
forecasting in practice, we attempt to

In general, uncertainty is defined as a

quantify the degree to which uncertain-

status where we cannot secure exact

ty affects consumption, investment and

information about future developments

economic growth, and carry out a sce-

or cannot measure the possibility of the

nario analysis.

occurrence of a certain situation exactly.

The rest of this paper is organized as

Knight(1921) defines uncertainty as a

follows. In Section II, we look into defin-

situation in which we cannot exactly

itions of uncertainty and why uncer-

measure the frequency of a particular

tainty affects economic growth. we also

instance and the size of loss, distinguish-

conduct a literature review for various

ing1) uncertainty from risk.

1) Knight(1921) defines risk as a situation in which we can know the probability and distribution of an
occurrence and calculate. He also defines uncertainty as a peculiar situation in which we cannot calculate probability and distribution from the past experience or data. Keynes(1937) and Hayek(1979) also
define uncertainty as a situation where we cannot calculate mathematical probability and distribution
of an event, distinguishing it from risk.
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However, in a number of previous

fund-raising costs following increase of

studies, analysts have mixed the con-

risk premiums and financial institutions’

cepts of uncertainty and risk. When we

tendency to take a conservative lending

link it with the experiences of previous

stance.

economic crises, many results derived

First of all, if uncertainty in the econ-

from risk led to uncertainty. According-

omy increases, there is a tendency for

ly, they seem to regard uncertainty as a

firms to delay decision making on

concept that includes risk or use the

investment and employment and

concepts of uncertainty and risk togeth-

households to delay decision making on

2)

to analyze economic knock-on

consumption, thereby depressing the

effects, rather than strictly distinguish-

real economy. Pindyck(1991), Leahy

er

3)

the two concepts. A number of

and Whited(1996), Baum et al.(2008),

researchers, including Post-Keynesians,

Bloom(2009), Stockhammer(2010) ana-

do not strictly apply Knightian uncer-

lyze that firms react sensitively to uncer-

tainty, and regard various indicators,

tainty owing to the irreversibility of

including volatility, as proxies of uncer-

investment and they delay decision

tainty for their economic analysis.

making until they get enough informa-

ing

tion. Related to consumption, Wil-

2. Transmission Channels of
Uncertainty

son(1996), Mody et al.(2012) and
Chang(2004) present the results of their
study showing that an increase in uncer-

As uncertainty plays an important
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tainty negatively affects consumption.

role in economic agents’ decision-mak-

Secondly, an increase in uncertainty

ing (Blanchard, 2009), analysis of the

affects price variables including funding

economic knock-on effect of uncertain-

rate, by widening risk premiums

ty has long been a subject of study.

through a strong preference for safe

There are many paths whereby uncer-

assets and liquidity as well as an increase

tainty has negative effects on economic

in information asymmetry. Owing to

growth. In general, there are three paths

that a hike in fund-raising costs, firms

- tendency of an economic agent’s adop-

and households face difficulty in raising

tion of a wait and see attitude, a rise in

funds, leading to a contraction of con-

2) Greenspan(2004) asserts that uncertainty and risk can be used together, regarding uncertainty as a continuum of risk. Meanwhile, Poon and Granger(2003) asserts that the volatility of financial variables
should be interpreted as uncertainty, not as risk, and it is a major factor in investment decisions.
3) Keynes(1937) asserts that as uncertainty affects an economic agents’ decision making significantly,
uncertainty needs to be calculated to an appropriate degree of probability and reflected in economic
analysis.

tively at a times of high uncertainty.

employment and finally resulting in the
sluggishness of the real economy.
Kim(2002) finds that firms and households face difficulty in raising funds

3. Constructing the
Uncertainty Index for
Korea

owing to the expansion of the volatility
of spreads during a contractional period.

To figure out the impact of uncertain-

Hatzius et al.(2010) argue that an

ty of economic conditions on economic

increase in the information asymmetry

growth, we first construct an uncertain-

between borrowers and lenders nega-

ty index for Korea.

tively affects fund-raising and this feeds
through to the real economy.
Finally, financial institutions’ lending

The Impact of Uncertainty on Economic Growth in Korea

sumption, investment, exports and

A. Method for Constructing the
Uncertainty Index

attitude toward firms and households

Methods of measuring uncertainty

changes to become more conservative at

are largely divided into two - one using

a times of high uncertainty. In the

survey materials4) and the other using

process, the credit channel weakens,

economic indicators. The method using

leading to a contraction of consump-

survey materials has the merit of reflect-

tion, investment and exports. In particu-

ing an economic agent’s psychological

lar, there is the possibility, owing to the

status and forward-looking expectations,

application of strict screening criteria,

but has difficulty in the construction of

that small and medium-sized firms and

time series data. Because this paper ana-

households seeing a decline in their

lyzes time series data of economic vari-

credit ratings will face difficulties in

ables including economic growth, con-

accessing credit. In the case of serious

sumption, investment and exports, we

uncertainty, a credit crunch can arise.

looked into methods of measuring

Hakkio & Keeton(2009) and Cardarel-

uncertainty using economic indicators.5)

li(2009) report their study results from

We classify the indicators of econom-

empirical analysis using a Senior Loan

ic uncertainty used in the existing stud-

Officer Opinion Survey that banks’ lend-

ies in Table 1. And we find that the

ing attitude clearly changes conserva-

volatility of financial variables, includ-

4) Among methods using survey materials are that of seeking individual deviations from the forecasts for
the economic growth rate(Hahm and Steigerwald, 1999) and that of estimating dispersion under certain assumptions about response distribution(Choi, 2003).
5) In order to measure uncertainty by a proxy indicator and use it for economic projection, we carried out
a general survey focusing on studies that used promptly accessible financial variables as a proxy for
uncertainty.
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[Table 1]

Investment

Consumption

Export

Business Cycle

QUARTERLY BULLETIN / December 2012

24

Overview of Empirical Studies on the Effects of Uncertainty
Study

Uncertainty Proxy

Pindyck(1986)
Federer(1993)
Goldberg(1993)
Federer and Zalewski(1994)
Campa and Goldberg(1995)
Episcopos(1995)
Driver et al.(1996)
Leahy and Whited(1996)
Poon and Granger(2003)
Gerlach(2006)
Baum et al.(2008)
Gilchrist(2009)
Stockhammer(2010)

Variance of stock market returns
Risk premium
Exchange rate volatility(ARIMA)
Risk premium
Exchange rate volatility(ARMA)
Variance of stock market index
Stock market volatility
Stock market volatility(GARCH)
Stock market volatility
Stock and bond market volatility
Stock market volatility
Risk premium
Stock and exchange rate volatility

Wilson(1996)
Fernandez(2011)
Mody et al.(2012)

Wage volatility(ARCH)
Real interest rate volatility
TB spread

Bailey(1987)
Grier(2007)

Exchange rate volatility
Real exchange rate volatility(GARCH)

Alexopoulos(2009)
Bloom(2009)
Chauvet(2010)
Fernandez(2011)
Fornani(2011)

Stock price volatility
TFP volatility(GARCH)
Stock price volatility
Real interest rate volatility
Stock price volatility

ing stock price and exchange rate, and

analyzing knock-on effects of uncertain-

interest rate spreads are often used as a

ty by each GDP component and gener-

proxy indicator of uncertainty. As previ-

alizing characteristics by sector, includ-

ous studies analyzed knock-on effects by

ing time lagged relationships. From this

limiting the impact of uncertainty on

point of view, it is judged more suitable

economy to specific economic expendi-

to make a single index by integrating

ture sectors including consumption,

various indicators often used as proxies

investment and exports, they use indi-

for uncertainty, and use it for the analy-

vidual financial variables closely related

sis.

to each expenditure sector as proxies for
uncertainty.

Among methods to gather the group
of indicators and construct them into

The purpose of this paper is to seek a

single index, there is the Financial Stress

method to reflect uncertainty in the

Index suggested by the IMF(Cardarelli et

process of economic forecasting and

al., 2009). This is a single index pro-

outlook adjustment by comprehensively

duced by combining multiple volatilities

cumulative empirical distribution in the

ing financial stress by country. As seen

sample period. For details, please refer to

in Table 2, the index targets a total of

Cardarelli et al.(2009).

seven financial indicators in four sectors
- banking sector, foreign exchange market, stock market and bond market. It

B. Trend of Uncertainty Index and
Economic Activity Index in Korea

chiefly includes uncertainty indicators

A Korean uncertainty index is con-

often used in existing studies, including

structed for the period from April 1997

exchange rate volatility, stock price

to December 2011. We take into

volatility and interest rate spread.

account the episode of the 1997 curren-

In this paper, accordingly, we set out

cy crisis and data availability of compo-

to create a single index based on uncer-

sition variables. Figure 1 shows the

tainty indicators in various sectors by

trend of uncertainty index for Korea.

employing the IMF method of compil-

The purpose of this paper is to construct

ing a Financial Stress Index, and inter-

an uncertainty index representing a sig-

pret6) it as the Korean economy’s uncer-

nificant relation with Korean economic

tainty index. To draw up the compre-

indicators and analyze economic knock-

hensive index, we carried out a stan-

on effects. Accordingly, we looked into

dardization process for seven indicators,

whether the uncertainty index and the

computed the average, and converted it

economic activity index show a close

into a value between 0 and 100 using

relationship as posited in the theoretical

[Table 2]

The Impact of Uncertainty on Economic Growth in Korea

and spreads for the purpose of compar-

Overview of the Components of the IMF Index
Subindex
Banking sector

Variables
Beta of banking sector
TED spread

Foreign exchange market
Stock market

Time-varying volatility of the real effective exchange rate(GARCH)
Time-varying stock return volatility(GARCH)
Stock market returns

Bond market

Corporate bond spread
Inverted term spread

6) Considering Knightian uncertainty, the uncertainty index could be interpreted as a wider category covering uncertainty and risk. Taking into account the fact that such a phenomenon as an increase in risk
and a fall in expected loss appears in a situation with high uncertainty, we judged that using the index
as a proxy for uncertainty would be acceptible.
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robustness in terms of comparison

discussions.
As seen in the left panel of Figure 1, a
negative correlation emerged clearly

Also Korea’s uncertainty index clearly

between the Korean uncertainty index

showed sharp fluctuations in the peri-

and the cyclical component of coinci-

ods surrounding the currency crisis of

7)

dent composite index . Using the same

1997-98 and the global financial crisis of

method, we looked into the relationship

2008. Accordingly, it is judged to

between the US economic activity index

explain past episodes relatively favor-

(CFNAI) and the U.S. uncertainty index.

ably.

In the U.S. case seen in the right panel

We look into the relationship

of Figure 1, we can clearly see that the

between the uncertainty index and

two indexes move in opposite

monthly indicators representing private

8)

directions . Considering this, the uncer-

consumption, facilities investment, con-

tainty index employed in this paper is

struction investment and real exports.

judged to thought of as maintaining

Results show that indicators move in

[Figure 1]

Uncertainty Index and Economic Activity Index
(Korea)
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between countries, relatively.

(United States)

Notes : 1) Variables are expressd as 3-month moving averages because CI index and CFNAI exhibit turbulence on a
month-to-month basis.
2) CFNAI is a weighted average of 85 monthly indicators of national economic activity such as employment, production and consumption that is used to gauge overall economic activity and related inflationary pressure.

7) As this paper is interested in a quickly accessible economic activity index that can be used for economic
projection, we used monthly indicators that show movements closely related with GDP and each
expenditure sector. The effect on real GDP, which was dealt with in section III, was applied by drawing
on the McCracken(2006) method and estimating the relationship between monthly economic activity
indicators and GDP.
8) This analysis result coincides with the results of Hakkio and Keeton(2009).

9)

eign debt problem in the euro zone

tainty index , while some differences

worsened. At the end of 2011, the

are observed in terms of degree.

uncertainty index was lower than its

Viewing the recent trend of the

level at the time of the global financial

uncertainty index seen in Figure 3,

crisis, but similar to the level of the peri-

meanwhile, uncertainty shows a rapid

od when the euro zone fiscal crisis cen-

increase since July 2011 when the sover-

tering on Southern Europe emerged(Decem-

[Figure 2]

Consumption, Investment, Exports and Uncertainty1),2)
(Private Consumption)

(Facilities Investment)

(Construction Investment)

(Exports of Goods)

The Impact of Uncertainty on Economic Growth in Korea

the opposition direction to the uncer-

Notes : 1) Variables are expressed as 3-month moving averages due to choppy movements on a month-to-month basis.
2) Variables are the cyclical components of representative monthly indexes for consumption, facilities investment,
construction investment and exports.

9) Such time series characteristics of GDP components coincide with existing study results. Osorio(2011)
analyzes that the expansion of uncertainty in the economy spreads various paths, including consumption (wealth effect, preliminary savings hypothesis), investment (a rise in fund-raising cost, conservative
financial institutions’ lending attitude) and exports (weakening of price competitiveness of trade
goods), whereby uncertainty has negative effects on real economy.
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[Figure 3]

Recent Movement of the Uncertainty Index

ber 2009~July 2010). Uncertainty gradually rose in the course of the 2010 European fiscal crisis, whereas it showed a

3. Relationship between the
Uncertainty Index and
Economic Growth

steep hike at the time of the more recent
eurozone crisis.

A. Time-Lag Relationship
To look into the statistical correlations between uncertainty and the business cycle, consumption, investment

Ⅲ.Empirical Analysis

and exports and what characteristics the
lead-lag relationship shows, we estimate

In this section, we conduct a correlation analysis between the uncertainty

QUARTERLY BULLETIN / December 2012
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a correlation coefficients and suggest
them in Table 3.

index and economic growth, consump-

According to the analysis results,

tion, investment and exports, as well as

uncertainty exercised negative effects on

making empirical analyses about the

economic activity, consumption, invest-

impact of uncertainty on real economy,

ment and exports after some time lag. In

using the uncertainty index calculated

the case of the economic activity index,

in section II.

the serial correlation coefficient of the
period was -0.65, the largest.10) This indicates that if uncertainty increases, the

10) Like Swiston(2008), we interpret the time with the largest absolute value of the serial correlation coefficient as the lead time.

Uncertainty Index and Economic Activity Index :
Serial Correlations1),3)
(Sample : 1997M4 - 2011M12)

Coincidence Index

t

t+1

t+2

t+3

t+4

t+5

-0.17

-0.34

-0.49

-0.59

-0.65

-0.62
-0.58

Consumption

-0.37

-0.50

-0.58

-0.62

-0.61

Facilities Investment

-0.30

-0.41

-0.50

-0.57

-0.62

-0.63

Construction Investment

-0.21

-0.31

-0.38

-0.43

-0.44

-0.42

Exports of Goods

-0.45

-0.52

-0.54

-0.52

-0.48

-0.44

-0.67

-0.69

-0.72

-0.71

-0.69

-0.61

2)

CFNAI(US)

Notes : 1) Serial correlations between economic activity at time t and t+k
2) Sample period is 1996M1- 2011M12
3) All estimates are statistically significant at the 5% level

economic activity is affected the most
11)

about four months later.

The Impact of Uncertainty on Economic Growth in Korea

[Table 3]

B. Change of Influence on Economic
Activity

By GDP com-

ponents, exports were affected by uncer-

To look into a recent change in the

tainty first of all (uncertainty precedes

influence of uncertainty on the real

exports by 2 months), followed by con-

economy, we calculate rolling correla-

sumption (3 months) and investment

tion coefficients12), and compared them.

(4~5 months).

As seen in Figure 4, the impact of uncer-

Meanwhile, we looked into the time

tainty on real economy is found to have

lag relationship between the U.S. uncer-

increased sharply both in Korea and the

tainty index and the economic activity

U.S. after the global financial crisis of

index (CFNAI). In the case of the U.S.,

2008. This indicates the possibility that

the correlation coefficient with a two-

economic agents, who had experienced

month time lag was -0.72, the largest,

the global financial crisis respond to

indicating that it was affected by uncer-

uncertainty more sensitively than in the

tainty more quickly than Korea.

past. However, the degree of correlation
between uncertainty and economic
activity in Korea is lower than in the
U.S.

11) The results from Granger causality tests show that uncertainty index Granger causes economic growth,
but the null hypothesis that economic growth Granger causes uncertainty was rejected.
12) We estimate a correlation by moving the starting point in sequential order, while keeping a certain
size of the estimated period for the total sample. In this paper, we set the window size at 60 months,
and the analysis result of Figure 4 can be changed somewhat according to the window size.
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[Figure 4]

Rolling Correlation1) between Uncertainty Index and
Economic Activity2)

Notes : 1) Correlation coefficient is calculated by the rolling window method and reported by absolute value
2) Economic activity of Korea and U.S. is measured by the Economic Coincidence Index and CFNAI, respectively.

C. Symmetric Impact on Economic

projection model of Jorda(2005)13). As

Activity
We checked whether the impact of

seen in Figure 5, the size or pattern of

uncertainty on economic activity shows

knock-on effects of expanded or reduced

different characteristics according to the

uncertainty shock on economic activity

[Figure 5]

Uncertainty and Economic Activity : Symmetric Effect

(Effects of Uncertainty Shock on Economic Activity)
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direction of shock by using the local

(Uncertainty Index and Business Cycle Regime)

Notes : 1) Impulse response function is calculated by Jorda(2005)’s Local Projection Model
2) Shaded area represents business cycle recession

13) Kim and Yoon(2009) argue that the impulse response result by the general VAR analysis is symmetrical to the direction (+ or -) of the shock. Meanwhile, the impulse response function calculated by the
local projection model is asymmetrical according to the direction of shock and the impulse response
according to the size of the shock is not simply proportional, so that a more reasonable impulse
response can be deduced.

able. AR(1) term and lagged uncertainty

pared with the business cycle regime,

index were used as explanatory

they also showed a symmetrical appear-

variables 14). The lagged uncertainty

ance during the business expansion

index was selected as with Good-

period and the business downturn peri-

hart(2001)15).

od. Considering such time series characteristics, it seems possible to presume

(1)

symmetry when analyzing the impact of
uncertainty during expansion and
downturn periods.

yt : Coincidence Index, Producer’s Shipment
Index(Consumer Goods for Domestic
Demand), Index of Equipment Investment,

2. Test of Predictive Power of
the Uncertainty Index

The Impact of Uncertainty on Economic Growth in Korea

appear almost symmetrical. When com-

Value of Construction Completed, Cyclical
Component of Exports(Real)

Xt : Uncertainty Index

A. Regression Analysis
To find out whether considering

The Table 4 shows the result of regres-

uncertainty will or will not be helpful to

sion analysis16). In the economic activi-

forecast economic activity, consump-

ty, consumption, investment and

tion, investment and exports, we carry

exports equations, all estimates of the

out regression analysis. The estimated

uncertainty index are statistically signifi-

equation is set at equation (1) pace

cant at the 1% significance level. Specifi-

Hakkio and Keeton(2009). The monthly

cally, this indicates that considering

cyclical component of expenditure sec-

uncertainty will be helpful in forecasting

tor, including the coincident composite

economic activity, consumption, invest-

index, was used as the dependent vari-

ment and exports.

14) Ahead of the regression analysis, we checked whether or not there is stationarity of explanatory variables and the dependent variable through the ADF test. According to the results, unit root does not
exist in all variables at the 1% significance level. Atkeson and Ohanian(2001), McCracken(2006) also
used CFNAI for regression analysis.
15) For a lag length selection, we can adopt various methods. In this paper, we applied the Goodhart(2001) method that carries out regression analysis after including all lagged variables from the first
to significant k-th variables. Besides, Stock and Watson(2008) select a lagged variable based on AIC or
BIC criteria. Hanschel(2005) selects a model that satisfies the following plural standards - coefficient
is significant at the 10% level and the sign coincides theoretically,
do not include more than four
lags, and include three explanatory variables at least.
16) According to the results of selecting the most suitable model such as the Goodhart(2001) method, R2 of the
model was the highest when the lagged variable of the uncertainty index for GDP and all expenditure
sectors was set at one month with 1% significant estimated coefficients. In case of carrying out regression analysis when the lag correlation coefficient was the highest considering the correlation analysis
in section , the estimated coefficient was significant, but we obtained smaller R2 than in the case of
k=1. Accordingly, we report the analysis result with k=1.
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[Table 4]

Regression Results for Testing the Significance of the
Uncertainty Index1),2)
(sample : 1997M4 - 2011M12)3)
β
0

β
1

Υ1

R2

Coincidence Index

10.71***
(7.16)

0.92***
(65.12)

-0.05***
(-11.47)

0.96

Private
Consumption

21.84***
(7.49)

0.87***
(37.59)

-0.14***
(-7.76)

0.92

Facilities
Investment

18.50***
(9.76)

0.93***
(74.34)

-0.19***
(-10.26)

0.98

Construction
Investment

19.36***
(6.17)

0.85***
(30.75)

-0.07***
(-4.59)

0.86

Export of
Goods

17.44***
(4.29)

0.91***
(33.96)

-0.14***
(-3.38)

0.88

Notes : 1) ( ) denotes t-value.
2) *** denotes statistical significance at the 1% level.
3) Sample period for construction investment is 1997M7 - 2011M12

B. Out-of-sample Forecast Test

are the maximum lag of autoregressive vari-

To judge whether or not considering

able y and x

uncertainty is helpful to enhancing predictive power in the actual economic

The forecast horizon was applied at

forecasting and outlook updating

h=1,2,3,4,5,6 months, and lags py and

process, predictive power needs to be

px were selected by BIC(Bayesian Infor-

checked through out-of-sample forecast

mation Criterion). The total estimated

test considering information available at

period is from April 1997 to December

the time of forecast. Following Stock

2011. January 2001 was set as a starting

and Watson(2002, 2005) and Hatzius et

point that applied out-of-sample fore-

al.(2010), predictive power is compared

cast.

to the AR model based on equation (2).
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The Root Mean Squared Forecast
Error (RMSE) is used for the comparative

(2)

statistic of predictive power. After calculating the RMSE of the model including

yt : is cyclical component of coincident composite index, Xt is uncertainty index,

h : is the forecast horizon(month), py and px

uncertainty relative to the RMSE of the
AR model, we interpret that if the value
is less than 1, the model including

h(forecast horizon)

<00M1 - 11M12>

<00M1 - 04M12>

<05M1- 11M12>

1
2
3
4
5
6

0.93
0.86
0.80
0.73
0.71
0.69

0.88
0.80
0.77
0.81
0.83
0.86

0.89
0.82
0.78
0.79
0.80
0.82

Note : 1) Numbers represent the RMSE ratio of uncertainty model relative to AR model

uncertainty is superior to the AR model
17)

in terms of predictive power.

icy authorities need to measure the
degree of the knock-on effect of uncer-

The Table 5 shows the results of the

tainty shock on the forecast target vari-

out-of-sample forecast test representing

ables - GDP, consumption, investment

the relative ratio of RMSE of the uncer-

and exports in the national accounts. To

tainty model. As the relative ratios of

this end, we apply the following two-

RMSE are less than 1, regardless of fore-

stage method. First of all, we calculate

cast horizon or sample period, the

the changes in the coincident composite

model that considers uncertainty is

index in case of an uncertainty shock

judged as being superior to the AR

occurring by using the relationship

model in predictive power. Namely, this

equation between uncertainty index

indicates that considering uncertainty

estimated in section Ⅰ and the cyclical

has the effect of improving the predic-

component of coincident composite

tive power for economic forecasting.

index. Next, as in the studies by Atkeson

The Impact of Uncertainty on Economic Growth in Korea

Out-of-Sample Forecast Test for Uncertainty Model1)

[Table 5]

and Ohanian(2001), McCracken(2006),

3. The Effects of Uncertainty
Shocks on the Real
Economy

and Stock and Watson(2008), we estimate the relationship equation between
the cyclical component of the coincident composite index and the GDP

A. Impulse Response by GDP
Components

growth rate to calculate the response
size of the GDP growth rate18). We also

To use the above empirical analysis

estimate the size of response of GDP

results for economic forecasting, the pol-

components by applying the same

17) In previous studies, the AR model was often used as the benchmark to appraise out-of-sample forecast
power. This is because the AR model based on the pure time series technique is very useful for shortterm prediction, in the event of properly choosing the autoregression lag.
18) McCracken(2006) applies the simple regression model anticipating industrial activity index, a quarterly index, by using CFNAI, a monthly index. , to use it for analysis.
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[Figure 6] Responses of Macroeconomic Variables to Uncertainty Shock1)

Notes : 1) The figure represents responses of macroeconomic variables to a positive one-standard-deviation uncertainty
shock for one month.

method19).

quarters. The size of the response to one

The results of the impact of an uncer-

standard deviation uncertainty shock is

tainty on the growth rate of the GDP

in rank order -1.1%p for facilities invest-

and expenditure sector in the national

ment, -0.6%p for construction invest-

accounts through the above method are

ment, -0.2%p for exports and -0.1%p for

shown in Figure 6. In case of a height-

consumption, according to the analysis

ened uncertainty shock occuring,

results.20)

exports are affected the most in the corresponding period; consumption and

B. Scenario Analysis

construction investment after one quar-

To find out about the effects of

ter; and facility investment after two

changes in uncertainty of economic

(Baseline scenario) The uncertainty level will maintain current level until the first half
quarter of 2012 and gradually decline after the second quarter before recovering to the
previous level(June last year) in the latter half.
(Increasing scenario) Uncertainty will increase until the first quarter of 2012 and then
decline gradually before recovering to the previous level in the latter half.
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(Declining scenario) Uncertainty will begin declining from early 2012 and recover to
the previous level in the latter half.

19) For estimation, we convert such monthly indicators as the consumer goods domestic shipment index,
facility investment index, value of construction completed and custom clearance-based exports into
quarterly indices and establish their relationships with quarterly indicators of consumption, facilities
investment, construction investment and exports, respectively.
20) The effect on total GDP is exhibited at a similar level to the results of combining the contribution
ratios of all the expenditure sectors.

Uncertainty Scenarios

conditions in the future on the Korean

increasing uncertainty scenario, whereas

economy, we establish the following

the annual growth rate is estimated to

scenarios based on the above estimated

rise by 0.2%p in case of the declining

results and calculate the effects on eco-

uncertainty scenario. Specifically, it is

nomic growth.

analyzed that expansion(reduction) of

According to the simulation results of

uncertainty in the first quarter of 2012

Figure 8, the 2012 annual growth rate is

affects economic growth after a certain

presumed to fall by 0.2%p compared to

time lag and works as a factor restrict-

the baseline scenario in case of the

ing(boosting) additional growth until

[Figure 8]

The Impact of Uncertainty on Economic Growth in Korea

[Figure 7]

Scenario Analysis Results1),2)

(Uncertainty Increases)

(Uncertainty Decreases)

Notes : 1) The figure represents percentage point deviation from baseline scenario growth rate
2) PC : Private Consumption, CI : Construction Investment,
FI : Facilities Investment, EX : Export of Goods
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the first half of this year.

became greater after the global financial

By GDP components, meanwhile, as

crisis. By GDP components, there are

the time lag structure is different, the

characteristics that uncertainty negative-

periods affected by uncertainty appear

ly affects exports first and has a negative

differently. Real exports respond one

effect on consumption and investment

quarter earlier than GDP, and facilities

in that order, after a time lag. According

investment responds one quarter later.

to the result of regression analysis and
out-of-sample forecast test, it appeared
that additionally considering uncertainty is helpful to predicting GDP, con-

Ⅴ.Conclusions

sumption, investment and exports.
According to the result of the recent

In this paper, under the assumption

situation test using the uncertainty

that uncertainty of internal and external

index, uncertainty in Korea rose at a

economic conditions is reflected in the

rapid pace after July 2011 when the sov-

financial markets, we construct Korea’s

ereign debt problem in the euro zone

uncertainty index based on financial

worsened. At the end of 2011, it reached

volatilities and spreads of multiple indi-

a low level compared to that at the time

cators. This index shows a significant

of global financial crisis, but remained at

statistical relationship with economic

a similar level to the period(December

indicators of Korea, including the eco-

2009~July 2010) when the fiscal crisis

nomic activity index and GDP compo-

emerged centering on Southern Europe.

nents such as consumption, investment

According to the scenario analysis

and exports. It appears to explain past

results, if the uncertainty surrounding

episodes, including the currency crisis

the sovereign debt problem in the euro

and the global financial crisis, relatively

zone continues, there is a possibility

well.

that the Korean economy may not be

According to the empirical analysis,
heightened uncertainty has a strong
QUARTERLY BULLETIN / December 2012
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able to recover its upward momentum
for the time being.

tendency to lead to a contraction of the

The paper’s analysis results strongly

real economy, as predicted by theoreti-

indicate that the policy authorities need

cal discussion, in case of Korea. In par-

to come up with countermeasures after

ticular, it is analyzed that uncertainty

considering the relationship between

affects economic growth, after some

uncertainty and growth, the time lag

time lag. Also it appears that the impact

relationship between the two and the

of uncertainty on the real economy

characteristics of the effects on the GDP

21)

is either at a high level or is declining .

of Income and Asset Prices,” Bank of
Korea, Monthly Bulletin, September
2004 , 23-50.
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(16.4%) were all relatively high. In par-

I. Overview

ticular, the share of insurance and pen-

Flow of Funds in the First Half of 2012 (preliminary)

Flow of Funds in the
First Half of 2012 (preliminary)

sions rose steeply in 2012.
As of the end of June 2012, the
nation’s total financial assets outstanding had increased by 4.5% (493.5 trillion
won) from the end of 2011, to 11,387.9
trillion won.
Looking at the trend of financial
assets and liabilities of the households
and non-profit institutions serving
households sector at end-June 2012,
financial assets had increased by 81.4
trillion won from the end of 2011 to
2,384.8 trillion won, while liabilities had
risen by 17.9 trillion won to 1,121.4 trillion won.
As a result, net financial assets (financial assets-liabilities) had increased by
63.5 trillion won from year-end 2011, to
1,263.4 trillion won.
Viewing the component ratio of the
financial assets of households and nonprofit institutions serving households,
the shares of deposits (44.7%), insurance
and pensions (26.4%), and stocks

Viewing the details of liabilities composition, borrowings from depository
corporations made up the highest proportion of 69.4%, followed by borrowings from credit-specialized institutions
(8.4%) and from insurance companies
(7.9%).
Looking at sectoral financial transaction trends, in the case of the non-financial corporations sector, the scale of
funds shortages widened from 22.9 trillion won in the second half of 2011 to
38.8 trillion won in the first half of
2012, amid an expansion in scale of
fundraising and a decrease in scale of
funds utilization.
The scale of the sector’s fund-raising
expanded from the second half of 2011
to stand at 74.0 trillion won, centering
on the issuance of commercial papers
and stocks.
In the case of households and nonprofit institutions serving households,
the scale of fund-raising narrowed from

41

47.4 trillion won in the second half of

from 25.6 trillion won in the latter half

2011 to 17.5 trillion won, and the scale

of 2011 to 11.0 trillion won.

of funds utilization diminished from
72.0 trillion won to 70.1 trillion won.
In the general government sector, the
volume of both fund-raising and funds

In the financial corporations sector,
the fund surplus decreased from 8.8 trillion won in the second half of 2011 to
0.5 trillion won.

utilization expanded compared to the

In particular, funds supplied to the

second half of the previous year.

domestic non-financial sector (non-

However, the sector shifted from a 15.2

financial corporations, households and

trillion won funds surplus in the second

non-profit institutions serving house-

half of 2011 to a 3.4 trillion won funds

holds and general government) by

shortage.

financial corporations, excluding the

In the rest of the world sector, the

Bank of Korea, expanded from 81.9 tril-

volume of the funds shortage narrowed

lion won in the second half of 2011 to

[Chart 1]

Flow of Funds during First-Half of 2012 (Summary)
(during period, trillion won)
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lion won.

ment in securities, including commer-

Viewing the composition of these

cial papers, government & public bonds

financial assets, deposits posted the

and stocks.

highest share of 44.7%, followed by
insurance and pension reserves (26.4%)
and stocks (16.4%).

Ⅱ. Financial Assets and

Debts

[Table 2]
Financial Assets Outstanding of
Households and Non-profit
Institutions Serving Households1)

1. Total Financial Assets

(period end, trillion won)
2011

2012

Dec.

Jun.

Flow of Funds in the First Half of 2012 (preliminary)

95.3 trillion won, centering on invest-

Jun.

As of the end of June 2012, the
nation’s total financial assets outstanding were 4.5% higher than at the end of
2011, standing at 11,387.9 trillion won.

[Table 1]
Financial Assets Outstanding
(period end, trillion won)
2011
Jun.
Financial assets
outstanding

2012

Dec.

Jun.

10,756.7 10,894.4 11,387.9
(4.1)

(1.3)

Financial assets

2,275.7 2,303.4 2,384.8

Deposits

1,003.7 1,038.7 1,064.9

Insurance &
Pension reserve

559.4

590.1

629.4

95.3

84.6

88.7

Stocks

428.5

387.8

390.5

Others2)

188.7

202.1

211.3

Beneficiary
certificates

Notes : 1) Represents households (including small
unincorporated enterprises owned by
households) and non-profit institutions
serving households.
2) Bonds excluding beneficiary certificates,
foreign direct investment, etc

(4.5)

Note : Figures in parentheses represent percentage
change from the end of the preceding period

2. Financial Assets and Liabilities
of the Households and Nonprofit Institutions Serving
Households Sector

[Chart 2]
Component Ratio of Financial Assets
of Households and Non-profit
Institutions Serving Households

(%)
100

8.0

8.5

8.3

8.8

8.9

80

17.6
5.4

18.7
4.5

18.8
4.2

16.8
3.7

16.4
3.7

60

24.2

24.2

24.6

25.8

26.4

44.8

43.9

44.1

45.1

44.7

2010.6

2010.12

2011.6

2011.12

2012.6

40
20

As of end-June 2012, financial assets
held by households and non-profit institutions serving households had
increased by 81.4 trillion won from the
end of the previous year to 2,384.8 tril-

0

Others
Stocks
Beneficiary Certificates
Insurance & Pension reserves
Deposits
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As of the end of June 2012, the liabilities of households and non-profit institutions serving households came to
1,121.4 trillion won, a rise of 17.9 trillion won from the end of 2011.
Looking at the composition of these

(%)
100
80

liabilities in terms of financial instru-

60

ment type, borrowings from depository

40

corporations accounted for the highest

20

share at 69.4%, followed by borrowings

0

from credit-specialized institutions
(8.4%) and from insurance companies
(7.9%).

[Table 3]
Financial Debts Outstanding of
Households and Non-profit
Institutions Serving Households1)
(period end, trillion won)
2011
Jun.
Financial debts
Borrowings from
depository corp.

2012

Dec.

Jun.

1,055.0 1,103.5 1,121.4
734.8

767.9

778.8

(housing finance loans)2) 295.3
Borrowings from
80.7
insurance co.

306.1

310.4

86.3

88.3

Borrowings from
credit-specialized inst.

88.4

93.8

93.7

Borrowings from
public financial inst.

29.7

30.5

31.4

Borrowings from
other financial inst.3)

55.4

57.4

61.2

6.2

7.2

8.1

Borrowings from
government
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[Chart 3]
Component Ratio of Financial Debts
of Households and Non-profit
Institutions Serving Households

Notes : 1) Represents households (including small unincorporated enterprises owned by households)
and non-profit institutions serving households.
2) Mortgage loans extended by commercialbanks
3) Loans extended by securities institutions, other
financial corporations and financial auxiliaries

4.9
3.2
6.4
8.0

5.1
3.0
7.1
7.8

5.3
2.8
8.4
7.6

5.2
2.8
8.5
7.8

5.5
2.8
8.4
7.9

71.0

70.7

69.7

69.6

69.4

2010.6

2010.12

2011.6

2011.12

2012.6

Borrowings from government
Borrowings from other financial inst.
Borrowings from public financial inst.
Borrowings from credit-specialized inst.
Borrowings from insurance co.
Borrowings from depository corp.

In the first half of 2012, the net financial assets (financial assets-liabilities) of
households and non-profit institutions
serving households increased by 63.5
trillion won from the end of 2011 to
1,263.4 trillion won, as the sector’s
financial assets expanded by 81.4 trillion won and its liabilities by 17.9 trillion won during that period.
[Table 4]
Trend of Net Financial Assets of
Households and Non-profit
Institutions Serving Households1)
(period end, trillion won)
2011
Jun.

Dec.

2012
Jun.

Financial assets(A)

2,275.7 2,303.4 2,384.8

Financial debts(B)

1,055.0 1,103.5 1,121.4

Net financial assets
(A-B)

1,220.8 1,199.9 1,263.4

Note : 1) Represents households (including small unincorporated enterprises owned by households) and
non-profit institutions serving households.

(trillion won)
3500

(times)

Ⅲ. Financial Transaction

Characteristics by
Sector

2.4

3000
2.2

1. Non-financial corporate sector

2500
2.0

2000

In the first half of 2012, the volume

1500

1.8

1000
1.6

500
0

A. Fund-raising
of fund-raising (increase in liabilities) by
the non-financial corporations sector

Flow of Funds in the First Half of 2012 (preliminary)

[Chart 4]
Trends of Growth in Financial
Assets and Liabilities of Households
and Non-profit Institutions
Serving Households

expanded compared to that in the sec2010.6

2010.12

2011.6

2011.12

2012.6

1.4

ond half of the previous year to 74.0 trillion won, although it fell compared to

Financil assets(left)
Financil liabilities(left)
Financil assets/liabilitiesratio(right)

that during the previous year’s first half.
Looking at the pattern of fund-raising
in the non-financial corporations sector,

Meanwhile, the ratio of financial
assets to liabilities of the households and
non-profit institutions serving households sector rose from 2.09 times at the
end of 2011 to 2.13 times.

the amount of indirect financing
decreased to 18.4 trillion won from 20.3
trillion won in the latter half of the previous year, led downward by borrowings
from depository corporations.
The volume of funds raised through

[Table 5]
Ratio of Financial Assets to
Financial Debts of Households and
Non-profit Institutions
Serving Households1)
(period end, times)
2010.6

2010.12

2011.6

2011.12

2012.6

2.13

2.15

2.16

2.09

2.13

Note : 1) Represents households (including small unincorporated enterprises owned by households) and
non-profit institutions serving households.

direct financing expanded from 27.8
trillion won in the second half of 2011
to 42.6 trillion won, owing to increases
in the volumes of stocks and commercial papers issued.
Of total funds raised in the nonfinancial corporations sector during the
first half of 2012, the proportion of
direct financing came to 57.6%, much
larger than that of indirect financing
(24.8%).
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[Table 6]
Fund Raising by the Non-financial
Corporations Sector
(during period, trillion won)
2011

2012

1st half 2nd half 1st half

assets) in the non-financial corporations
sector dropped from 46.8 trillion won in
the latter half of 2011 to 35.2 trillion
won. This, though, represented an

75.5

69.6

74.0

expansion compared to the first half of

Indirect finance1)

26.7

20.3

18.4

2011.

(Borrowings from
depository corp.)

20.7

12.9

7.1

6.0

7.4

11.3

36.1

27.8

42.6

deposits at financial institutions
expanded slightly from 22.1 trillion

Fund raising

(Borrowings from
other financial inst.)
Direct finance2)
(Commercial paper)

1.6

6.5

14.8

(Corporate bonds)

14.4

15.6

13.8

(Stocks)

13.8

1.4

9.7

(Equities other than stocks) 5.9

4.2

4.1

Overseas fundraising

6.6

8.3

9.7

Others3)

6.0

13.2

3.3

Notes : 1) Borrowings from financial institutions
2) Stocks and other equity, commercial paper, corporate bonds, etc
3) Trade credits, borrowings from government, bills
payable, etc

[Chart 5]
Component Ratio of the
Non-financial Corporations Sector’s
External Fund-Raising
(%)
80

Indirect finance
Direct finance
Overseas fundraising
Others

70
60

Viewing the pattern of fund utilization by type of financial instrument,

won in the latter half of 2011 to 22.5
trillion won.
The utilization of securities expanded
from 0.2 trillion won in the second half
of 2011 to 17.1 trillion won. However,
that of other assets (trade credits and

[Table 7]
Funds Utilization by the
Non-financial Corporations Sector
(during period, trillion won)
2011

2012

1st half 2nd half 1st half
Funds utilization

32.2

46.8

35.2

50

Deposits in financial
institutions

7.4

22.1

22.5

40

(Transferable &
short-term deposits)

5.0

3.7

5.4

30

(Long-term savings
deposits)

3.9

9.9

5.4

(Negotiable certificates
of deposit)

-3.2

0.0

-0.6

(Money in trust)

1.1

6.2

14.0

Securities

0.4

0.2

17.1

(Commercial paper)

-1.5

1.0

-0.3

(Corporate bonds)

-2.3

-2.3

0.7

(Beneficiary certificates)

-5.7

1.1

-7.3

(Stocks)

10.1

-0.6

18.9

Foreign claims

14.1

12.5

16.4

Others1)

10.4

12.0

-20.9

20
10
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of fund utilization (increase in financial

0

2010.
1st half

2010.
2nd half

2011.
1st half

2011.
2nd half

2012.
1st half

B. Funds Utilization
During the first half of 2012, the scale

Notes : 1) Currency, trade credits, bills receivables, etc

the year before.

increase of 12.0 trillion won in the sec-

By type of financial institution, there

ond half of 2011 to a decrease of 20.9

were declines in fund-raising through

trillion won.

depository corporations (32.6 trillion
won→10.9 trillion won) and insurance

C. Financial Shortage

companies (5.6 trillion won→2.0 trillion

During the first half of 2012, the

won). Fund-raising through credit-spe-

financial shortage (fund raising-fund uti-

cialized institutions shifted from an

lization = investment-savings)1)of the

increase of 5.5 trillion won in the latter

non-financial corporations sector

half of 2011 to a decrease of 0.1 trillion

widened to 38.8 trillion won, from 22.9

won.

trillion won during the second half of
1)

Flow of Funds in the First Half of 2012 (preliminary)

bills receivable, etc.) shifted from an

The volume of fund utilization of
households and non-profit institutions

the previous year.

serving households declined from the
[Table 8]
Non-financial Corporations Sector’s
Funds Shortage
(during period, trillion won)
2011

2012

1st half 2nd half 1st half
Funds shortage

43.3

22.9

38.8

second half of 2011 to stand at 70.1 trillion won
Looking at the pattern of funds utilized by type of financial instrument,
deposits at financial institutions
dropped from 34.6 trillion won in the
second half of the previous year to 26.1

2. Households and Non-profit
Institutions Serving
Households Sector

trillion won, as long-term savings
deposits decreased and repurchase agreements shifted from an increase in the
latter half of the previous year to a

During the first half of 2012, the

decrease.

amount of funds raised by households

Meanwhile, insurance and pension

and non-profit institutions serving

reserves expanded from 30.6 trillion

households came to 17.5 trillion won, a

won in the second half of the previous

decrease compared to the second half of

year to 38.8 trillion won. Stocks invest-

1) For the economy as a whole, total investment and total savings are the same(total investment=total savings) so that there is no surplus or shortage of funds. However, each economic sector engages in investment activities with total savings that combine the current surplus, the difference between current
income and expenditure, and consumption of fixed capital, as their financial sources. Accordingly, savings and investment are not the same and surpluses or shortages of funds(funds shortages or funds surpluses) occur. Each economic sector adjusts such a surplus or shortage of funds through financial transactions. As a result, the difference between savings and investment in each sector from the aspect of the
real economy appears as the difference between the increase in financial assets and the increase in liabilities from the financial transactions aspect.
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ment turned around from net sales of

ed from 24.5 trillion won in the second

2.0 trillion won in the second half of the

half of the previous year to 52.7 trillion

previous year to net purchases of 2.6 tril-

won.

lion won.
Reflecting this fund-raising and uti-

3. General Government Sector

lization conjuncture, the fund surplus of
the households and non-profit institu-

During the first half of 2012,

tions serving households sector expand-

fundraising performance in the general
government sector expanded from 6.7

[Table 9]
Fund Raising and Utilization
by the Households and Non-profit
Institutions Serving Households1)

trillion won in the latter half of 2011 to
34.8 trillion won, owing to a change to
an increase in borrowings from financial

(during period, trillion won)
2011

2012

1st half 2nd half 1st half
Fund raising(A)

38.2

(Borrowings from
depository corporations.) 27.2
(Borrowings from
1.2
insurance co.)
(Borrowings from
5.7
credit-specilized inst.)
(Borrowings from
3.7
other financial inst.)2)
Fund utilization(B)

77.1

Deposits
44.6
(Transferable &
10.1
short-term deposits)
(Long-term
23.6
savings deposits)
(Negotiable certificates
-1.9
of deposit)
(Repurchase agreements) -0.5
(Money in trust)
6.3
Insurance &
24.8
pension reserves
Beneficiary certificates
-5.2
Stocks
6.4
Others3)
6.2
Difference(B– A)4)
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38.9

47.4

17.5

32.6

10.9

5.6

2.0

5.5

-0.1

2.0

3.9

72.0

70.1

34.6

26.1

2.2

4.2

24.3

13.0

-0.3

-1.5

0.8
5.9

-5.7
12.9

30.6

38.8

-2.8
-2.0
11.2

-2.6
2.6
5.3

24.5

52.7

Notes : 1) Represents households (including small unincorporated enterprises owned by households) and
non-profit institutions serving households.
2) Loans extended by securities institutions, other
financial corporations and financial auxiliaries
3) Bonds excluding beneficiary certificates, foreign
direct investment, etc
4) Positive figures represent financial surplus, negative figures represent financial deficit

[Table 10]
Fund Raising and Utilization by the
Government Sector
(during period, trillion won)
2011

2012

1st half 2nd half 1st half
Fund raising(A)
(Government bonds)
(Borrowings from
financial institutions)
Fund utilization(B)
(Deposits at financial
institutions)
·Government
deposits in BOK
·Transferable &
short-term deposits
·Long-term
savings deposits
·Repurchase
agreements
·Money in trust
(Government loans)
(Securities)
·Government &
public bonds
·Financial debentures
·Corporate bonds
·Stocks
(Foreign claims)
Difference(B-A)1)

27.9

6.7

34.8

29.0

5.3

25.5

2.5

-3.1

14.1

35.0

21.9

31.4

-0.3

1.6

3.6

-3.1

1.9

-2.8

-1.7

-0.3

3.0

3.5

-0.7

1.0

1.1

-0.5

0.5

0.9
12.6
21.0

2.4
2.0
14.3

0.7
10.2
12.3

5.2

5.3

6.5

2.2
2.7
4.9
2.3

-5.0
2.8
9.4
0.6

-0.2
1.5
-3.0
6.9

7.1

15.2

-3.4

Notes : 1) Positive figures represent financial surplus, negative figures represent financial deficit

in the second half of the year before to

government bonds.

8.2 trillion won.

The amount of funds utilized by the
general government sector also expanded, from 21.9 trillion won in the second
half of the previous year to 31.4 trillion

[Table 11]
Fund Raising and Utilization of the
Rest of the World Sector
(during period, trillion won)
2011

won, owing to increases in deposits at
financial institutions and government
loans. As a net result, the general government sector showed a funds shortage
of 3.4 trillion won in the first half of
2012.

4. Rest of the World Sector
The rest of the world sector saw the
volume of its fund shortage decline in
the first half of 2012, from 25.6 trillion
won in the second half of 2011 to 11.0

2012

1st half 2nd half 1st half
Fund raising
(External claims)(A)

20.1

-5.9

21.2

(Overseas securities)
8.7
(Foreign reserves)
6.7
(Foreign direct investment) 11.6
(Others)
-7.0

-2.9
7.2
11.0
-21.0

9.8
6.4
13.9
-8.8

8.4

-31.5

10.3

3.8
-2.6
7.0

12.0
0.1
2.5

8.3
-2.1
5.6

Fund utilization
(External debts)(B)
(Overseas securities)
(Trade credits)
(Domestic bonds)
(Stock investment by
non-residents)
(Others)
Difference(B-A)1)

-1.5

-6.8

6.7

1.7

-39.2

-8.2

-11.7

-25.6

-11.0

Flow of Funds in the First Half of 2012 (preliminary)

institutions and a rise in the issuance of

Notes : 1) Positive figures represent financial surplus, negative figures represent financial deficit

trillion won.
The volume of the rest of the world
sector’s fund-raising (increase in Korea’s

5. Financial Corporations Sector

external assets) shifted to an increase of
21.2 trillion won from a decrease of 5.9

A. Fund-Raising

trillion won in the second half of the

The volume of funds raised by the

previous year.
Meanwhile, the scale of the rest of the
world sector’s fund utilization (increase

financial corporations sector amounted
to 244.8 trillion won in the first half of
2012.

in Korea’s external liabilities) changed

Looking at this performance by finan-

from a decline of 31.5 trillion won in

cial institution type, there was a shift

the second half of the previous year to

from net fund redemption in the second

an increase of 10.3 trillion won. This

half of the previous year to net fund

was ascribable mainly to the narrower

raising at depository corporations and

decline of other funds utilizations,

an expansion in fund-raising at insur-

including foreigners’ call loans to

ance companies, pension funds and

domestic banks, from 39.2 trillion won

other financial intermediaries from the

49

trillion won in the latter half of the pre-

latter half of the previous year.
Looking at the pattern by financial

vious year to 245.4 trillion won.

instrument, fund-raising through bor-

Viewing the financial corporations

rowings from domestic financial institu-

sector’s fund utilization by financial

tions shifted from an increase in the sec-

institution type, funds utilization by

ond half of the previous year to a

depository corporations shifted from a

decrease. However, fund-raising through

decline in the second half of the previ-

deposits and bonds expanded from the

ous year to an increase and that by

second half of the preceding year.

insurance companies, pension funds

In the meantime, fund-raising from
the rest of the world sector saw a

and other financial intermediaries
expanded further.

reduced volume of net redemption com-

Viewing the pattern by type of finan-

pared to the second half of the preced-

cial instrument, the growth pace of the

ing year.

sector’s extension of loans slowed, but
that of its deposits at financial institu-

[Table 12]
Fund Raising by the Financial
Corporations Sector

tions and holdings of securities accelerated.

(during period, trillion won)
2011

2012

1st half 2nd half 1st half
Total

233.3

16.4

244.8

(Depository corporations)122.7
·Banks
112.6
(Insurance companies
28.4
and pension funds)
(Other financial
55.8
intermediaries)

-38.2
-56.9

121.3
60.4

29.1

46.6

21.7

51.0

101.0
7.5
8.4
-6.2

141.9
41.6
11.1
12.5

6.0

-9.7

-35.4

-14.1

By financial institutions

By financial instruments
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94.0
(Deposits)
14.2
(Bonds)
·Financial debentures 20.2
·Beneficiary certificates -9.8
(Borrowings from domestic 8.6
financial institutions)
(Borrowings from the
-5.9
rest of the world)

B. Funds Utilization
During the first half of 2012, the scale
of funds utilization by the financial corporations sector expanded from 25.3

[Table 13]
Funds Utilization by the Financial
Corporations Sector
(during period, trillion won)
2011

2012

1st half 2nd half 1st half
Total

242.2

25.3

245.4

(Depository corporations)126.7
·Banks
107.0
·Non-banks
19.7
(Insurance companies
29.7
and pension funds)
(Other financial
59.4
intermediaries)

-33.6
-48.1
14.6

129.3
60.0
69.3

31.5

43.7

20.8

51.7

By financial institutions

By financial instruments
(Deposits at financial
institutions)
(Securities)
·Financial debentures
·Corporate bonds
·Beneficiary certificates
·Stocks
(Loans)
(Foreign claims)

15.4

5.5

47.0

50.0
16.1
13.4
-0.9
-3.1
74.9
-7.2

31.9
11.1
18.5
-5.1
6.1
71.8
-34.6

103.6
-4.3
10.0
21.1
22.7
41.3
-10.2

Sectors
During the first half of 2012, the volume of funds supplied to the domestic

[Table 14]
Volume of Funds Supplied1) to
Non-financial Sectors2) by the
Financial Corporations Sector3)
(during period, trillion won)

non-financial sectors (non-financial cor-

1st half 2nd half

porations, households and non-profit
institutions serving households, and
general government) by the financial
corporations sector, excluding the Bank
of Korea, increased from 81.9 trillion
won in the second half of the previous

2012

2011

Funds supplied

1st half

96.5

81.9

95.4(100.0)

46.6

43.7

49.3

36.8

46.5

17.5

13.1

-8.4

28.6

64.0
48.4
15.5
32.6
3.6
13.4

65.7
43.6
22.1
16.2
5.0
18.5

36.3 (38.1)
18.3
18.0
59.1 (61.9)
15.4
10.0

13.1

-7.1

28.4

2.5

-0.2

5.3

By Sectors
Non-financial
corporations sector
Households and
non-profit institutions
serving households
Government sector

Flow of Funds in the First Half of 2012 (preliminary)

C. Funds Supply to Non-Financial

By financial instruments

year to 95.3 trillion won.
This was attributable mainly to an
increase in the sector’s investment in
commercial papers and the shift to a rise
in investment in government & public
bonds and stocks from a decline in the
second half of the previous year.
Viewing this by sector, funds supplied
to the households and non-profit insti-

Loans
(Depository corp.)
(Other financial inst.)
Securities
Commercial paper
Corporate bonds
Government &
public bonds
Stocks

Notes : 1) Securities and Loans
2) Non-financial corporations, government and
households and non-profit institutions serving
households
3) Excluding BOK

tutions serving households sector (46.5
trillion won→17.5 trillion won) contracted, but funds supplied to nonfinan[Chart 6]
Financial Corporations Sector’s
Supply of Funds to Non-financial
Sectors
120

(trillion won)

cial corporations (43.7 trillion won→
49.3

trillion

won)

expanded.

Meanwhile, funds supplied to the general government sector(-8.4 trillion won

100

→ 24.6 trillion won) shifted to an

80

increase from a decline in the second

60

half of the previous year.

40
20

<Researcher Kim Yoon-kyum, Flow of

0

Funds Team, Economic Statistics

-20

2010.
1st half

2010.
2nd half

2011.
1st half

Loans
Funds Supplied

2011.
2nd half

2012.
1st half

Bureau>

Securities

51

Summary of
Financial Stability Report

The financial system has generally
maintained stability, although macroprudential conditions have worsened

[Chart 1] Financial Stability Map1)2)
2011.10~2012.3
2012.4~2012.9

due mostly to the prolongation of the

Financial
markets

euro area crisis, to economic slowdowns

10

at home and abroad, and to the buildup
of household debt. In the banking sector, management soundness is favorable

Banks

5
Debt servicing capacity
of business
sector

Foreign
exchange
soundness

0

backed by solid profitability and capital
adequacy, and foreign exchange soundness is also being maintained at a stable
level on the strength chiefly of increasing foreign reserves. Financial markets

Debt servicing
capacity of household sector

Domestic &
global
economies

Notes: 1) The closer to the center, the greater the degree of stability
2) Financial system dimensions
Macroprudential soundness condition dimensions

have shown temporary unease at times
when external risk factors emerged, but
have kept up stable movements overall.

resented in the financial stability map.1)

These changes in macroprudential
QUARTERLY BULLETIN / December 2012

52

soundness conditions and the stable

To firmly maintain financial system

state of the financial system are well-rep-

stability, the Bank of Korea will reinforce

1) The financial stability map presents a comprehensive picture of stability in six dimensions — three concerning the financial system (the financial markets, banks and foreign exchange soundness) and three
on macroprudential soundness conditions (the domestic and global economies, the debt servicing
capacity of the household sector and the debt servicing capacity of the business sector). If the decile
reading of a particular dimension is 5~6, this may be seen as a degree of stability in that dimension corresponding to its average levels in the past (since 1995).

ing systemic risks in advance and issuing early warnings of them. Moreover,

[Chart 2] World and Major Advanced
Countries’ Rates of Economic Growth1)
10

(%)

(%)

10

inasmuch as financial system resilience
is secured only when economic funda-

5

5

0

0

mentals are kept favorable, the Bank will
conduct monetary policy so as to ensure
that the Korean economy can recover its
potential level of growth, while stabiliz-

World economy
US
Japan
Euro area

-5

ing consumer price inflation within the
inflation target over the medium-term
horizon. Meanwhile, there is a need for

-10
2010.1/4

-5

Summary of Financial Stability Report

its capacities for identifying and analyz-

-10
2012.1/4 2/4

2011.1/4

Note: 1) Annualized quarter-on-quarter rates of change
Source: Bloomberg

the relevant policy authorities to devise
policy measures to achieve a soft landing of the household debt problem,

only modest pace of growth with the

enhance the abilities of bank and non-

recovery of private consumption being

bank financial institutions to withstand

limited by the delay in improvement of

shocks, and so on.

the employment situation. Meanwhile,
the stimulatory effects of the recently

[Changes in Macroprudential

announced third round of quantitative

Environment, and Potential Risk

easing (QE3) measures are seen as likely

Factors]
1⃞ In the world economy, the downside
risks to growth are increasing due mostly to the possibility of a so-called US fiscal cliff materializing and to the weakening of the roles played by China and

[Chart 3]
US Unemployment
Rate and Proportion of
Long-Term Unemployed1)
12

(%)

(%)

Unemployment rate (LHS)
Proportion of long-term unemployed (RHS)

50

10
40
8

other emerging countries in leading
global economic growth, amid a slowdown in growth influenced by the pro-

6

30

4
20

longation of the euro area crisis.
2

In the US economy, uncertainties related to the fiscal cliff remain, while the
economy is expected to continue on an

0
2008.1

10
2009.1

2010.1

2011.1

2012.1

9

Note: 1) Those who have sought jobs for 27 weeks or longer
Source: US Department of Labor
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[Chart 4] Euro area Unemployment
Rate and Changes1) in European
Bank Loan Volumes
900

(billion euros)

(%)
Household loans (LHS)
Corporate loans (LHS)
Unemployment rate (RHS)

600

[Chart 6]

VIX and EMBI+ Spread
(bp)

100

1,000

EMBI+ spread (RHS)
VIX (LHS)

14

80

800

60

600

40

400

20

200

12

300

10

0

8

0
2008.1

2009.1

2010.1

2011.1

2012.1

0
10

Source: Bloomberg

-300
2008.1

6
2009.1

2010.1

2011.1

2012.1

8

Note: 1) Month-on-month
Source: ECB

continued constraints on supply of credit to the private sector, the worsening of

to be limited, given the example of the

employment conditions, and the pull-

second round measures.

back in economic agents’ sentiment.
The unemployment rate rose to a his-

For the European economy, emergence

toric high of 11.4% in August 2012, and

from its slump in a short period of time

European financial institutions’ supply

appears difficult — due mostly to the

of credit to the private sector is not running smoothly with banks’ household
and corporate lending having remained

[Chart 5]
Growth Rates1) of
Major Emerging Market Countries
15

(%)

(%)
China

India

Brazil

on a trend of decrease since May 2012.
15

In China and other emerging country
economies growth is forecast to slow,

10

10

mostly on their slowdowns in exports
and the run-ups in crude oil and grain
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prices and the resultant inflationary
5

5

pressures. It thus seems likely that the
role played by emerging countries in
leading world economic growth since

0

0
2010.1/4

3/4

Note: 1) Year-on-year
Source: Bloomberg

2011.1/4

3/4

2012.1/4 2/4

the global financial crisis will weaken.

kets, the recent instability appears to be
easing somewhat, owing chiefly to the

[Chart 8]
700

Global Liquidity1)

(1995.1/4 = 100)

(1995.1/4 = 100)

700

active policy responses to the euro area
crisis by the European Central Bank

500

500

300

300

(ECB) and the countries concerned, and
to the announcement of QE3 in the US.
[Chart 7]

0

Fiscal Balance Ratios of
Italy and Spain

2011 (Actual) 2012 (Forecast) 2011 (Actual) 2012 (Forecast)

0

-2

-2

-4

-4

-6

-6

100
1995

2000

2005

Summary of Financial Stability Report

2⃞ In the international financial mar-

100
2010 2012.2/4

Note: 1) US monetary base + US Treasury bonds held abroad
Source: IMF

euro area crisis. Moreover, there is a possibility of the more abundant global liquidity from countries’ accommodative

-8

-10

<Italy>

<Spain>

-8

monetary policies working as a factor

2011.9
2012.10
-10
Forecast dates
(compared to GDP, %)
(compared to GDP, %)

putting upward pressure on internation-

Source: IMF

volatility in emerging country financial

al raw material prices and expanding the
markets.

Going forward, instability in the
international financial markets could
rise again with a resurfacing of fiscal
crises in Spain and other euro area countries.

[Chart 9] Real GDP Growth Rate1) and
Contributions to Growth by
Demand Sector
(%p)
(%)

3

3

2
2

There is a possibility of Spanish fiscal
soundness worsening further, due for
instance to continuation of the econom-

1
0

1

-1

Private consumption (LHS)
Government expenditure (LHS) 0
Fixed investment (LHS)
Net exports (LHS)
Real GDP growth (RHS)

ic recession and to an increase in banks’
bad loans. Should Spain’s fiscal problems surface, crisis is seen likely spreading to Italy — with its vulnerable economic fundamentals — intensifying the

-2
-3
2010.1/4

2011.1/4

-1
2012.2/4

Note: 1) Quarter-on-quarter
Source: Bank of Korea
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4⃞ In the real estate market, housing

[Chart 10]
Rates1) of Apartment
Purchase Price Increase
1.5

(%)

prices are falling led by those in the
(%)

Seoul metropolitan area
National average

1.5

Seoul metropolitan area. Large-size
apartments and apartments to be recon-

1.0

1.0

0.5

0.5

0.0

0.0

structed are leading the housing price
decline in Seoul and its surrounding
areas, and in some regions that drove
the price rises during the 2005 to 2007
period, margins of decline from their

-0.5

-0.5

-1.0
2010.1

-1.0
7

2011.1

7

2012.1

peak levels of up to 20 to 30% have
been observed.

9

Note: 1) Month-on-month
Source: Kookmin Bank

As to future housing prices, upside risk
factors do exist, including the government measures to revitalize the real

3⃞ In the Korean economy, the growth

estate market and the ample market liq-

momentum is weakening due to the

uidity, but the downside risks such as

simultaneous slumps in exports and

the accumulation of unsold new houses

domestic demand.

and the decline in population of the
main home buyer age group predomi-

Going forward as well, the pace of
domestic economic growth is projected
to remain at a modest level, due mostly
to the contraction in private consump-

[Chart 11] Household Debt1) Growth2)
and Household Debt-to-disposable
Income Ratio3)
(%)
(%)

16

Household debt-to-disposable income ratio (RHS)

tion and the worsening of export conditions caused by the slowdown in world

Household debt growth (LHS)

12

economic growth. The recovery of
growth could be delayed, as economic
agents’ sentiments related to consump-

120
8
100

tion and investment have contracted
QUARTERLY BULLETIN / December 2012

56

greatly, particularly in a situation in

140

4

which factors such as the household
debt buildup and real estate market
slump are constricting domestic
demand.

0
2003

2005

2007

2009

80
2011 2012.6

Notes: 1) Based on household credit
2) Compared to previous year-ends (the H1 2012 figure is the growth rate from January through June)
3) Figure for H1 2012 estimated
Source: Bank of Korea

of the trend of decline persisting, led by
large-size houses in Seoul and its surrounding areas. Should housing prices

[Chart 13] Operating Income-to-sales
Ratios1), by Company Size (%)
(%)

10

Large enterprises

SMEs

Overall

10

8

8

6

6

4

4

2

2

fall further, the pressures on borrowers
with low debt servicing capacities for
principal repayment at the time of
maturity extension will increase. Under
these circumstances, in the event that

Summary of Financial Stability Report

nate. In light of this, there is a possibility

the number of borrowers selling their
mortgaged houses to repay their loans
increases, there is a possibility of a
vicious downward cycle of housing

0

0
2007

2008

2009

2010

2011

2012

Note: 1) First half of each year basis
Source: KIS-Value

prices developing once again.
under Jeonse contracts whose prices if
auctioned off would fall short of the

[Chart 12] Relationship between
Household Savings and Potential
Growth Rates1)

sums of the outstanding mortgage loans
and Jeonse deposit amounts owed on

4

them

would

be

substantial.

Potential growth rate (%)

Consequently, it seems for home owners that their mortgage loan and Jeonse

2

deposit repayment burdens have
increased, and for tenants that the risks
0

of their not collecting some portions of
their Jeonse deposits have risen.

-2
-2

-1

0

1

2

3

Change in household saving rate (%p)
Note: 1) Average of 21 OECD nations between 2007 and 2012
Source: OECD

5⃞ Household debt ended up increasing
by just 1.1% in the first half of 2012, the
lowest rate of growth in half-year terms
since the credit card crisis in 2003.

As Jeonse prices (‘Jeonse’ is a Korean

While the trend of debt increase has

housing rental system involving a hous-

slowed considerably, the vulnerability of

ing repo contract), in contrast to the

certain sectors is rather intensifying.

decline seen in housing purchase prices,

In the case of self-employed business

have continued on an upward trend, it

owners and low income households,

is estimated that the number of houses

their debts remain on the rise, eroding
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[Chart 14]
25

Shares of Marginal
Companies

(%)

(%)
Overall

Large corporations

25

SMEs

20

20

15

15

10

10

5

5

0

0
2007.12 2008.12 2009.12 2010.12 2011.12 2012.6

[Chart 16] Delinquency Rates, by
Commercial Bank Loan
Borrower type
2.5

(%)

(%)

Households
Large corporations
SMEs

2.0

2.0

1.5

1.5

1.0

1.0

0.5

0.5

0.0

0.0
2008.6

Note: KIS-Value

2.5

2009.6

2010.6

2011.6

2012.6 8

Sources: Commercial banks’ business reports

their abilities to bear them. Especially

ing on excessive borrowings, their per-

for self-employed business owners, there

ceived debt burdens are increasing with

are concerns about their default risks ris-

the continuing trend of housing price

ing in the event of a domestic or exter-

decline.

nal shock, due to their debt structures

Meanwhile, the household debt built up

being vulnerable to changes in business

since the mid-2000s can act as a sub-

conditions and real estate prices. For
households that purchased houses rely-

[Chart 15] Commercial Banks’ ROA1)
and BIS Capital Ratio
16

(%)

(%)
ROA (RHS)

0.9

BIS capital ratio (LHS)

[Chart 17]Loan Growth1) by Borrower
Type, Before and After Global
Financial Crisis2)
0

5

10

15

20
(%)

Before
global
financial
crisis

SMEs
Large corporations

12
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0.6

8

0.3

Households

After
global
financial
crisis
(%)

0
4

0.0
2008

2009

2010

2011

Note: 1) Annualized rate basis
Sources: Commercial banks’ business reports

2012.6

5

10

15

20

Notes: 1) Average year-on-year rates of growth at quarterends
2) Before crisis: Q1 2005-Q4 2007
After crisis: Q1 2009-Q2 2012
Sources: Commercial banks’ business reports

marginal companies decline amid the

economy including growth. In the short

steady rise in their number. In particu-

term, there are worries about private

lar, the number of marginal companies

consumption contracting with an
increase in debt servicing burdens. In
the medium to long term, there is a possibility of this causing damage to the

[Chart 19] Insurance Companies'
Return on Assets under Management1)
and Funding Cost of Reserves2)
7

(%)

(%)

7

Return on assets under management
Funding cost of reserves

domestic demand base and a decline in
the household savings rate, working as a
factor limiting the accumulation of pro-

6

6

5

5
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stantial factor burdening the macro-

ductive capital and thereby weakening
the economy’s growth potential.
6⃞ In the corporate sector, financial
soundness has on the whole deteriorated, with operating income-to-sales ratios
falling and debt ratios rising as the
world economic slowdown and domestic demand sluggishness continue.

4

4
2010.12

2011.6

2011.12

2012.6

Notes: 1) Investment operating income / Assets under
management
2) Based on individual rates at which premium
reserves are accumulated
Sources: Financial institutions’ business reports

Bankruptcy risk appears to be increasing, as the debt servicing capacities of

belonging to large business groups has
gradually risen. In the cases of these

[Chart 18] Mutual Credit Cooperatives’
Net Income and ROA1)
2

(trillion won)

Agricultural, fisheries and forestry cooperatives (LHS)
(%)
Credit unions (LHS)
1.0
Community credit cooperatives (LHS)
ROA (RHS)
0.76

business groups, their dependence on
debt and borrowing interest rate levels
are high, and so unless their performances are improved it is possible for
their financial health to deteriorate.
[Financial System Stability

0.48

1

0.5

Assessment]
In the banking sector, asset soundness has worsened somewhat, but fund-

0

0.0
2010

2011

H1 2011

H1 2012

Note: 1) Net income / Total assets
Sources: Financial institutions’ business reports, the
respective federations

ing structure stability has been
enhanced and profitability is also maintaining a favorable level.
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quence expected to experience substan-

[Chart 20] Credit Card Companies’
Net Income and ROA1)
2

(trillion won)

(%)
Net income (LHS)
ROA (RHS)

1

tial difficulties in their financing
6

through banks should the economic
sluggishness persist going forward.

3

[Chart 21] Interest Rate, Stock Price
and Exchange Rate
2,500

(1980.1.4 = 100, won)

(%)

7
6

2,000
0

5

0
H1 2010

H2

H1 2011

H2

H1 2012

Note: 1) Net income / Total assets
Sources: Financial institutions’ business reports

4
1,500
3
2

1,000
KOSPI (LHS)
Won / dollar exchange rate (LHS)
Treasury bond (3-year) yield (RHS)

There is a possibility of credit risk
increasing in both the corporate and the
household sectors, influenced for

500
2008.1

2009.1

2010.1

2011.1

2012.1

1
0
10

Source: Bank of Korea

instance by the sluggishness in domestic
demand and the buildup in household
debt amid mounting uncertainties in
the global economy. The delinquency

[Chart 22] Spread1) between Longand Short-term Interest Rates
(bp)

(bp)

rate on SME loans is continuing its

300

trend of increase, and that on large cor-

250

250

porate loans, which had shown stable

200

200

150

150

100

100

at a low level, but centering around vul-

50

50

nerable households the number of

0

0

movements, appears to have also risen

300

greatly from 2012. In the case of household loans, their delinquency rate is still

newly-delinquent loans is steadily
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increasing.

-50
2008.1

-50
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2010.1

2011.1

2012.1

10

Note: 1) Treasury bond (3-year) yield - Base Rate
Source: Bank of Korea

Meanwhile, with the tightening of
banks’ procyclical lending behavior to

8⃞ In the non-bank financial sector,

SMEs, the trend of loan increase appears

management conditions appear general-

to be slowing greatly. SMEs are in conse-

ly stable. There are however concerns

2012 but due to difficulties in asset man-

mutual credit cooperatives worsening,

agement their profitability fell. Should

and in the case of insurance companies

the economic slump persist in the

their profitability could decline with

future, there is a likelihood of their man-

their return on assets under manage-

agement soundness deteriorating as the

ment dropping greatly.

rate of default climbs on their loans that
have until now increased rapidly.

[Chart 23] Foreign Exchange Reserves
and Net External Assets
(100 million dollars)

(100 million dollars)

3,500
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Net external assets (RHS)
Foreign exchange reserves (LHS)
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[Chart 25]
Amounts1) Settled
through Major Payment and
Settlement Systems
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800
2,500

(trillion won, billion dollars)
Large volume settlement
system (RHS)
Securities settlement system (LHS)
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about the asset soundness of some

(trillion won)
Retail payment systems (LHS) 250
Foreign exchange settlement
system2) (LHS)
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Source: Bank of Korea
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[Chart 24] External Debt Servicing
Capacity and Liquidity Indicators
110

(%)

(%)
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Total external debt / GDP (RHS)
Short-term external debt / Foreign exchange reserves (LHS)
Short-term external debt / Total external debt (LHS)
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Notes: 1) Daily average basis
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Insurance companies are showing generally favorable management conditions
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ing difficulties in asset management as
the recent low interest rate conditions
are prolonged. As they expand their
holdings of corporate bonds and other

For mutual credit cooperatives, funding

risk assets to boost returns, there is a

conditions improved in the first half of

possibility of their soundness deteriorat-
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ing in the event of domestic or external

low interest rate trend is being pro-

shocks.

longed, long-term institutional investors
are increasing their investment in high-

Credit card companies are maintaining

risk bonds and structured products to

generally favorable levels of manage-

boost their returns, but should this

ment soundness, buoyed mostly by

investment be expanded further there is

strong profitability. Their profitability

a likelihood of it operating as a factor

could decline, however, due for instance

burdening the maintenance of financial

to the impacts of the improvement in

system stability.

merchant fee structure and to the persistence of their high-cost marketing oper-

[10] Foreign exchange soundness is main-

ations. There are concerns about their

taining a generally favorable level, on

asset soundness also worsening should

the back mostly of the increase in for-

the economic sluggishness continue,

eign reserves and improvement in the

centering around card loans to the vul-

external debt profile.

nerable classes.
However, should Korean economic fun9⃞ The domestic financial markets are

damentals worsen greatly as the slug-

maintaining a stable trend on the

gishness of the world economy intensi-

strength chiefly of favorable foreign

fies, there is a likelihood of foreign

exchange soundness, although price

exchange soundness declining with a

variable volatility has expanded some-

shift to outflows of foreign investors’

what at times when external risk factors

funds.

related for instance to the euro area crisis have surfaced.

[11] The payment and settlement system
was operated in a generally stable man-
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Long-term market interest rates, after

ner in the first half of 2012. Settlement

showing a trend of decline entering

risk was managed stably through active

2012 mostly on concerns about the eco-

system improvements, such as a change

nomic slowdown, then fell sharply from

in the method for settlement of

July — affected primarily by the Base

exchange-traded government bonds in

Rate cut and by expectations of further

response to the increase in settlement

cuts. In line with this, an inverted yield

volume and rise in the proportion of set-

curve, with long-term market interest

tlements concentrated during the BOK-

rates running below the Base Rate, per-

Wire+ closing hours.

sisted from July 6 to October 11. As the

borrowing-oriented foreign currency

Challenges]

financing structure by for example
drawing up, jointly with the govern-

[12] In response to the mounting uncer-

ment, measures to expand foreign cur-

tainties at home and abroad, the Bank

rency deposits. Along with this, as joint

of Korea prepared policy alternatives for

chair of the ASEAN+3 the Bank of Korea

the maintenance of financial system sta-

has played a leading role in the reaching

bility and pursued them actively.

of agreement on measures to strengthen
the function of Chiang Mai Initiative

First, the Bank devoted efforts to allevi-

Multilateralization (CMIM), Asia’s

ating the household debt problem. It

regional financial safety net.

Summary of Financial Stability Report

[Policy Response Efforts and Future

made additional investment in the
Korea Housing Finance Corporation,

Furthermore, the Bank has continued its

thereby expanding the foundation for

efforts to secure payment and settle-

issuance of mortgage-backed securities

ment safety and efficiency, by for exam-

(MBSs) and enabling an increase in the

ple leading the change in settlement

proportion of banks’ fixed rate house-

method in the exchange-traded govern-

hold loans. In addition, in an effort to

ment bond market to enable earlier

achieve financial system stability, ease

funds settlement among financial insti-

the economic slump and extend finan-

tutions processed through BOK-Wire+

cial inclusion to the vulnerable, it drew

and alleviate the concentration of settle-

up and is implementing measures for

ment during closing hours.

the support of self-employed small business owners through its Aggregate

[13] The Korean financial system is seen

Credit Ceiling Loan System. Meanwhile,

as likely to maintain overall stability

the Bank’s Base Rate cut steps on July 12

going forward on the basis of favorable

and October 11, 2012, in response to

economic fundamentals, but potential

the contraction in the real economy, are

risk factors do exist — including the pro-

judged likely to also contribute to finan-

longation of the euro area crisis, the

cial stability through easing the debt ser-

mounting world economic uncertain-

vicing burdens of vulnerable house-

ties, the household debt buildup, and

holds.

growing risks of default by marginal
firms. Policy efforts will therefore have

In terms of boosting macroprudential

to be strengthened, as set out below, to

soundness in the foreign exchange sec-

firmly maintain financial system stabili-

tor, the Bank strove to improve banks’

ty:
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[14] The Bank of Korea intends to aug-

have to be improved, so that defaulters

ment its capacities for identifying and

can easily get back on their feet eco-

analyzing systemic risk in advance and

nomically.

issuing early warning of it. Moreover,
given that financial system resilience is

[17] The restructuring of marginal firms

secured only when economic funda-

must be pushed swiftly ahead with. The

mentals are maintained at sound levels,

relevant systems will have to be supple-

the Bank will conduct monetary policy

mented so that, particularly, firms

so as to ensure that the Korean econo-

whose earnings structures have deterio-

my can recover its potential level of

rated and which have also lost their

growth, while stabilizing consumer price

capacities for growth, and are hence

inflation within the inflation target over

subsisting on borrowing, can be

the medium-term horizon.

smoothly closed and liquidated in
accordance with market principles.

[15] There is a need to continue efforts to
ease the excessive expectations of hous-

[18] To minimize the negative impacts

ing price declines, inasmuch as various

that large-scale in- and outflows of for-

side effects, such as a souring of housing

eigners’ funds have on foreign exchange

debt and contraction in consumption,

soundness, there is a need to strengthen

could result if housing prices were to

monitoring of the movements of specu-

plunge in a short period of time.

lative short-term funds and medium- to
long-term private funds. Along with

[16] So that a practice can become

this, the macroprudential policies for

entrenched of households borrowing

the foreign exchange sector will also

within appropriate levels in considera-

have to be operated flexibly, in line with

tion of their debt servicing capacities,

evolving conditions.

the extension of amortizing loans with-
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out grace periods should be gradually

[19] In view of the fact that the credit

expanded. There is also a need to

risks of corporate and household loans

strengthen efforts to expand employ-

are rising, there is a need for banks to

ment opportunities for the vulnerable

maintain their asset soundness at satis-

classes, by way for instance of job cre-

factory levels, such as through active

ation, considering that the default risks

sales and write-offs of troubled assets.

of these classes are rising with the wors-

Moreover, the financial supervisory

ening of their income conditions. The

authorities will have to devise measures

debt workout program will in addition

that can alleviate banks’ procyclical

In the case of mutual credit cooperatives, their risk management should be
strengthened and their loss-bearing
capacities also expanded, as there are
concerns about deterioration in the
soundness of their loan assets that have
increased rapidly until now. Insurance

Summary of Financial Stability Report

lending behavior toward SMEs.

companies need to strengthen their
efforts to maintain management soundness, for example by putting aside sufficient policy reserves to cope with the
possibility of the low interest rate conditions becoming prolonged.
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Appendices

Monetary Policy Decisions
October ~ December 2012

Monetary Policy in October 2012

industry, the number of persons
employed has increased by a greater mar-

The Monetary Policy Committee of

gin in the manufacturing sector as well.

the Bank of Korea decided today to lower

Going forward, the Committee antici-

the Base Rate by 25 basis points from

pates that the negative output gap in the

3.00% to 2.75%.

domestic economy will persist for a considerable time, due mostly to the prolon-

Based on currently available informa-

gation of the euro area fiscal crisis and to

tion, the Committee considers the eco-

the enduring sluggishness of the global

nomic recovery in the US to have contin-

economy.

ued, albeit at a moderate pace, but the
sluggishness of economic activities in the

Consumer price inflation and core

euro area to have deepened. Growth has

inflation excluding the prices of agricul-

continued to slow in emerging market

tural and petroleum products continued

countries as well, due mostly to the

to run at low levels at 2.0% and 1.4%

impact of the economic slumps in

respectively in September. The Commit-

advanced countries. The Committee

tee forecasts that inflation will remain

expects the pace of global economic

below the 3.0% midpoint of its target for

recovery to be very modest going forward

the time being, owing primarily to the

and judges the downside risks to growth

easing of demand-side pressures and

to be large, owing chiefly to the spillover

despite the influence for example of

of the euro area fiscal crisis to the real

international grain price instability. As for

economy and to the possibility of the so-

housing prices, those in Seoul and its sur-

called fiscal cliff materializing in the US.

rounding areas declined at a somewhat
faster pace, and those in the rest of the
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In Korea, the Committee appraises
economic growth to have been weak, as

country generally stabilized at their levels
of the previous month.

exports and domestic demand have both
been lackluster. On the employment

In the financial markets, stock prices

front, amid its continued uptrend led by

have risen and the Korean won has

the higher age groups and the service

appreciated against the US dollar, due

tors in emerging market countries have

tional financial market conditions and to

shown signs of improving. The Commit-

inflows of foreigners°Ø securities invest-

tee expects the pace of global economic

ment funds in consequence of the addi-

recovery to be very modest going forward

tional quantitative easing policies of

and judges the downside risks to growth

major advanced countries. Long-term

to be large, owing chiefly to the euro area

market interest rates have declined slight-

fiscal crisis and to the fiscal consolidation

ly, primarily on concerns about the eco-

issue in the US.

Monetary Policy Decisions

mostly to the improvement in interna-

nomic slowdown.
In Korea, the Committee appraises
Looking ahead, the Committee will

economic growth to have still been weak,

closely monitor external risk factors and

although exports appear to be emerging

the consequent changes in financial and

from their downtrend and consumption

economic conditions at home and

and investment have turned around to

abroad, and conduct monetary policy so

increases. On the employment front,

as to stabilize consumer price inflation at

amid its continued uptrend led by the

the inflation target over a medium-term

higher age groups and the service indus-

horizon while continuing its efforts to

try, the number of persons employed has

lower inflation expectations and ensuring

increased by a greater margin in the man-

that the growth potential is not eroded.

ufacturing sector as well. Going forward,
the Committee anticipates that the nega-

Monetary Policy in November
2012

tive output gap in the domestic economy
will persist for a considerable time, due
mostly to the prolongation of the euro

The Monetary Policy Committee of
the Bank of Korea decided today to leave

area fiscal crisis and to the delay in recovery of the global economy.

the Base Rate unchanged at 2.75% for the
intermeeting period.

October consumer price inflation and
core inflation excluding the prices of agri-

Based on currently available informa-

cultural and petroleum products contin-

tion, the Committee considers the mod-

ued to run at similarly low levels as in the

erate economic recovery in the US to

previous month, at 2.1% and 1.5%

have continued, but the sluggishness of

respectively. The Committee forecasts

economic activities in the euro area to

that inflation will not deviate substantial-

have persisted. Some economic indica-

ly from its current level for the time

69

being, owing primarily to the easing of

that the growth potential is not eroded.

demand-side pressures and despite the
influence for example of international
grain price instability. As for housing

Monetary Policy in December
2012

prices, those in Seoul and its surrounding
areas continued their downtrend and

The Monetary Policy Committee of

those in the rest of the country rose

the Bank of Korea decided today to leave

slightly, while the uptrend in leasehold

the Base Rate unchanged at 2.75% for the

deposit prices picked up owing mainly to

intermeeting period.

seasonal factors.
Based on currently available informaIn the financial markets, stock prices

tion, the Committee considers the mod-

fell substantially due mostly to the wors-

erate economic recovery in the US to

ening of economic forecasts and to con-

have continued, but the sluggishness of

cerns about lackluster corporate perfor-

economic activities in the euro area to

mance, and the Korean won sustained its

have persisted. Economic indicators in

strength against the US dollar owing

emerging market countries have shown

chiefly to the easing of international

signs of gradual improvement. The Com-

financial market unrest and to the cur-

mittee expects the global economy to

rent account surplus. Long-term market

exhibit a modest recovery going forward

interest rates fluctuated somewhat at

but judges the downside risks to growth

around their levels at end-September, a

to be large, owing chiefly to the euro area

result of the fact that the Base Rate cut

fiscal crisis and to the fiscal consolidation

expected in October had already been

issue in the US.

priced into these levels.
In Korea, the Committee appraises
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Looking ahead, the Committee will

economic growth to have remained at a

closely monitor external risk factors and

weak level, with exports improving but

the consequent changes in financial and

the sluggishness in domestic demand

economic conditions at home and

continuing. On the employment front,

abroad, and conduct monetary policy so

the number of persons employed has

as to stabilize consumer price inflation at

shown a trend of increase above its aver-

the inflation target over a medium-term

age pre-global financial crisis level, led by

horizon while continuing its efforts to

the higher age groups. Going forward,

lower inflation expectations and ensuring

the Committee anticipates that the nega-

as to stabilize consumer price inflation at

will persist for a considerable time, due

the inflation target over a medium-term

mostly to the prolongation of the euro

horizon while continuing its efforts to

area fiscal crisis and to the delay in recov-

lower inflation expectations and ensuring

ery of world economic growth.

that the growth potential is not eroded.

Monetary Policy Decisions

tive output gap in the domestic economy

Consumer price inflation fell to 1.6%
in November, from 2.1% the previous
month, a result mainly of declines in
agricultural and petroleum product
prices, and core inflation excluding the
prices of agricultural and petroleum products continued to run at a low level at
1.3%. The Committee forecasts that inflation will remain low for the time being,
owing primarily to the easing of demandside pressures. As for housing prices,
those in Seoul and its surrounding areas
continued their downtrend and those in
the rest of the country their uptrend.

In the financial markets, stock prices
and long-term market interest rates rose,
due mostly to international financial
market stability and improvements in
economic indicators in major countries,
and the Korean won appreciated against
the US dollar owing chiefly to the continued surplus in the current account.

Looking ahead, the Committee will
closely monitor external risk factors and
the consequent changes in financial and
economic conditions at home and
abroad, and conduct monetary policy so
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Organization of the Bank of Korea
(As of December 2012)

MONETARY POLICY COMMITTEE

GOVERNOR

SENIOR DEPUTY
GOVERNOR

AUDITOR

DEPUTY
GOVERNORS(5)

DEPARTMENTS
IN HEAD OFFICE
(14)

•Planning & Coordination
Department
•Communications
Department
•Information Technology
Department
•Personnel & Administration
Department
•The Bank of Korea
Academy
•Research Department
•Economic Statistics
Department
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DOMESTIC
BRANCHES
(16)

•Macroprudential Analysis
Department
•Monetary Policy &
Markets Department
•Payment & Settlement Systems Department
•Currency Department
•International Department
•Reserves Management
Group
•Economic Research
Institute

OVERSEAS
REPRESENTATIVE
OFFICES (5)

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

AUDIT
DEPARTMENT

•Gangwon
•Incheon
•Jeju
•Gyeonggi
•Gyeongnam
•Gangneung
•Ulsan
•Pohang
•Gangnam

•New York
•Frankfurt
•Tokyo
•London
•Beijing

The Bank of Korea’s Internet Web Site

1. Press releases and publications are posted on the Bank of Korea’s web Site
(http://www.bok.or.kr)
2. Internet Web Site Menus are set out below :
Objectives of Monetary Policy
Monetary Policy Framework
Monetary Policy Committee
Monetary Policy Decisions
Monetary Policy

Monetary Policy Instruments
Monetary Policy Transmission Mechanism
Monetary Policy Reports
Monetary Policy since the Global Financial Turmoil

Financial Stability
Payment Systems
FX & Int'l Relations
Recent Papers & Publications
By subject
Research Papers

Periodicals
Books
BOK Working Papers

Currency

Monthly
Quarterly
Semiannual
Annual

Other Papers

Press Releases
Governor’s Message
Introduction
Organization
Function
About BOK

Releases & Publications
The Bank of Korea Act
Location
The Bank of Korea CI
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List of Publications
Periodical
Frequency

Language

Dissemination
Type*

The Bank of Korea

Annually

English

P, O

Annual Report

Annually

English

P, O

Financial Statement Analysis

Annually

English

O

Financial System in Korea

Annually

English

O

The Korean Economy

Annually

English

O

Annual Report on the Payment and
Settlement Systems

Annually

English

O

Monetary Policy Report

Semiannually

English

P, O

Financial Stability Report

Semiannually

English

P, O

Economic Papers

Semiannually

English

P, O

Inflation Report

Semiannually

Korean

P, O

Quarterly Bulletin

Quarterly

English

P, O

Economic Analysis

Quarterly

English

P, O

BOK Economic Outlook

Quarterly

Korean

P, O

Monthly Bulletin

Monthly

Korean

P, O

BOK Working Papers

Occasionally

Korean

P, O

BOK Economic Brief

Occasionally

Korean

O

BOK Economic Review

Occasionally

Korean

P, O

BOK Issue Note

Occasionally

Korean

P, O

Monetary Policy in Korea

Occasionally

English

O

Title

* Note ∶P : printed publication, O : available on-line at the Bank of Korea’s web site

Statistics
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Title

Contents

Frequency

Dissemination
Type*

Major national economic statisMonthly Statistical
Bulletin

tics covering money and banking, prices, balance of payments,
foreign trade, industry, employment, national accounts, etc.

Monthly

P, B

Title

Contents

Economic Statistics

Statistics included in the Month-

Yearbook

ly Statistical Bulletin and others

Principal Economic
Indicators

Frequency

Dissemination
Type*

Annually

P, B

Semimonthly

B

Monthly

B

Monthly

B

Monthly

B

Every 5 years

P, B

Monthly

B

Principal indicators and the statistics included in the Monthly
Statistical Bulletin
Statistics on monetary aggregates(M1, M2, M3, etc.), the

Money & Banking

principal accounts of CBs & SBs

Statistics

and other financial institutions,
capital market trends, principal
interest rates, etc.
Statistics on the issuance and
withdrawal of banknotes and

Regional Financial

coin by the BOK’s branches, the

Statistics

deposits and loans of the BOK,
CBs & SBs, other financial institutions by province, etc.
Current

account,

capital

account, financial accounts,
Balance of Payments

exports & imports by type of
goods, indexes of foreign trade
and terms of trade, etc.
Brief review of price movements, statistical compilation

Price Statistics
Summary

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

Monthly Prices

price index, export price index,
import price index, prices of
major world trade commodities,
etc.
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Title

Contents

Frequency

Dissemination
Type*

Every 5 years

B, C

Annually

P, B, C

Quarterly

P, B

Annually

P, B

Quarterly

P, B

Outline of compilation method,
inter-industrial structure of the
Korean economy, transactions
Input-Output Tables

tables, input coefficients matrices, production inducements
coefficients matrices, supporting tables
Principal indicators of national
accounts, consolidated accounts

National Accounts

for the nation, income accounts
by institutional sector, capital
finance account by institutional
sector, supporting tables

Gross Domestic
Product

Gross domestic product by kind
of economic activity, expenditure on gross domestic product
Summary of survey results,
description of survey methods,
explanation

of

company

accounts and financial analysis
Financial Statement
Analysis

ratios, statistics of estimated balance sheets, income statements,
statistics of cost of goods manufactured, funds flow statements
and financial ratios, series of
major countries’ financial
analysis ratios, etc.
Financial surpluses and deficits
by economic sector, fund raising and investment by non-
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Flow of Funds

financial sectors, the financial
sector’s sources and uses of
funds, accumulation of financial assets

* Notes ∶P : printed publication,
B : on-line database system (ECOS, accessible via the Bank of Korea’s Web Site),
C : CD-ROM

List of the Bank of Korea Working Papers*
Serial No.

Title

2010-1

Japanese Income Gap : Current Status and Its Implication

2010-2

In the Post Crisis Debate about the FRB’
s Position

2010-3

The Major Contents of U.S. Reforming Financial Acts and Forecast

2010-4

The Implications of the cases of Sovereign Debt Default
for the Southern Europe’
s Financial Crisis

2010-5

The Current Status and Implication of the Business in low income groups
(BOP: Base of the Economic Pyramid)

2010-6

Policy Implications of the IT Industry-oriented Growth

2010-7

The Major Contents of Wall Street Reform and Consumer Protection Act

2011-1

Business Succession in Japan : Present Practice and Its Implication

2011-2

Korean Overseas Construction : Current Status and Challenges

2011-3

The Arrival of“the Period of Displaced Elderly”in Japan and Policy in Response

2011-4

Analysis of supply chain in manufacturing industries

* Published in Korean only.

List of the Bank of Korea Economic Brief*
Serial No.

Title

2010-12

Decline in Household Savings Rate and its Policy Tasks

2011-1

The Background of the Increase in the Volatility of Won/Dollar Exchange
Rate and its Implications

2011-2

Analysis of Factors Affecting the Changes in Term Structure of Interest Rates

2011-3

Characteristics and Current Status of Nonviable SMEs

2011-4

Current Status of and Suggestions for Quality Job Supply and Demand

2012-1

Analysing the Sluggish Money Growth after the Global Financial Crisis

* Published in Korean only.

77

Titles of Articles Appearing in Monthly Bulletin*
January 2012 ~ December 2012
January 2012
◇⃞ Restoring Fiscal Soundness and its Influences on Monetary policy
◇⃞ Price Trends in 2011
◇⃞ Financial and Foreign Exchange Market Trends in 2011
February 2012
◇⃞ Influence of Changes in Employment on Wages
◇⃞ Details of Major Revisions of Financial Legislation in 2011
March 2012
◇⃞ The Impact of Uncertainty on Economic Growth
◇⃞ Payment and Settlement Trends in 2011
◇⃞ Balance of Payments in 2011
April 2012
◇⃞ Substitution and Income Effects of a Rise in the Exchange Rate on Consumption and
Investment
◇⃞ National Accounts in the Year 2011
May 2012
◇⃞ Analysis of the Knock-on Effects of Individual Factors Driving Change in Oil Prices and
Re-building the BOK’
s Model of the Global Economy (BOKGM)
◇⃞ Flow of Funds in 2011
June 2012
◇⃞ Analysis of Effects of Increased Overseas Direct Investment on the Current Account
Position
◇⃞ European Monetary Union : Situation, Alternatives, and Prospects
◇⃞ 2011 International Investment Position by Region and Currency
July 2012
◇⃞ Effect of Factors Behind Oil Price Changes on Industrial Production
◇⃞ Case Studies of Central Banks’Credit Risk Management and Their Implications
◇⃞ The Current World Economic movements and Future Outlook
August 2012
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◇⃞ Major Characteristics and Implications of General Public Inflation Expectation Indicators
◇⃞ Analysis of Determinants of Bank Lending in Korea
◇⃞ Payment and Settlement Trends in the First Half of 2012
September 2012
◇⃞ Current Development of ETFs in Korea and its Policy Implications
◇⃞ Balance of Payments in the First Half of 2012
* Published in Korean and English(Summary only)

October 2012
◇⃞ Analysis of Channels through which Financial Easing in Advanced Countries Is Transmitted
to Emerging Market Countries and Its Influences
◇⃞ Flow of Funds in the First Half of 2012
November 2012
◇⃞ Analysis of the Employment Substitution Relationship between Younger and Older Age
Groups
◇⃞ Financial Statement Analysis for 2011
◇⃞ Trends of Total Deposit at Commercial & Specialized Banks during the First Half of 2012
November 2012
◇⃞ Projections of Medium- to Long-term Consumption Structure
◇⃞ Analysis on Intraday Time Structure and Implications
◇⃞ Explanation of the Intermediate Inflation Target for 2013 ~ 2015
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Titles of Articles Appearing in Quarterly Bulletin
September 2009 ~ September 2012
September 2009
◇⃞ Current Economic and Financial Movements
◇⃞ Payment and Settlement Trends in the First Half of 2009
December 2009
◇⃞ Current Economic and Financial Movements
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in the First Half of 2009
March 2010
◇⃞ Current Economic and Financial Movements
◇⃞ Analysis of Price Trends in 2009
◇⃞ Payment and Settlement Trends in 2009
June 2010
◇⃞ Governor’
s Bank of Korea 60th Anniversary Address
◇⃞ Current Economic and Financial Movements
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in 2009
◇⃞ The Structure of the Korean Economy : Analyzing the 2008 Input-Output Tables
September 2010
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Statements
◇⃞ Financial Statement Analysis for 2009
◇⃞ Payment and Settlement Trends in the First Half of 2010
December 2010
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Statements
◇⃞ Major Characteristics and Performance of BOK-Wire+
◇⃞ Outcomes of 2010 G20 Summit and Future Tasks
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in the First Half of 2010
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March 2011
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Statements
◇⃞ Price Trends in 2010
◇⃞ Payment and Settlement Trends in 2010

June 2011
◇⃞ Governor’
s Address upon the Bank of Korea’
s 61th Anniversary
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Decisions
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in 2010
◇⃞ The Structure of the Korean Economy : Analyzing the 2009 Input-Output Tables
◇⃞ Policy Responses to Moderate Capital Flow Volatility
September 2011
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Decisions(Jul.~Sep.)
◇⃞ Financial Statement Analysis for 2010
◇⃞ Payment and Settlement Trends in the First Half of 2011
December 2011
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Decisions(Oct.~Dec.)
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in the First Half of 2011
March 2012
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Decisions(Jan.~Mar.)
◇⃞ Major Contents and Significance of the 8th Bank of Korea Act Revision
◇⃞ Analysis of Price Trends in 2011
◇⃞ Payment and Settlement Trends in 2011
June 2012
◇⃞ Current Economic and Financial Movement
◇⃞ Analysis of the Knock-on Effects of Individual Factors Driving Change in Oil Prices and
Re-building the BOK’
s Model of the Global Economy(BOKGM)
◇⃞ Flow of Funds in 2011
◇⃞ Summary of Financial Stability Report
◇⃞ Monetary Policy Decisions(Apr.~Jun.)
September 2012
◇⃞ Current Economic and Financial Movements
◇⃞ Analysis of the Effects of Total Factor Productivity on Employment
◇⃞ Payment and Settlement Trends in the First Half of 2012
◇⃞ Monetary Policy Decisions(Jul.~Sep.)
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