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Current Economic and
Financial Movements

[Chart 1]
Real GDP growth rates

Economic Developments
Economic Growth
In the second quarter of 2013, the
domestic economy kept up its modest
recovery pace that had started in the
fourth quarter of 2012. The quarter-on-

Source : Bank of Korea「National Accounts」

quarter growth of real gross domestic
product (GDP) accelerated to 1.1 per-

expenditures amid a rise in exports,

cent as consumption and construction

influenced by the modest economic

investment increased owing to the

recovery of major countries.

expansion of the government’s fiscal

[Table 1]

Growth Rates by Component of Expenditure1)

Unit : percent

2012p

2011

2013p

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

GDP

3.7

2.0

0.8

0.3

0.0

0.3

0.8

1.1

Final consumption expenditure

2.3

2.2

1.4

0.3

0.8

0.5

-0.1

1.1

(Private consumption)

2.4

1.7

0.8

0.4

0.7

0.8

-0.4

0.7

(Government consumption)

2.1

3.9

3.5

-0.1

0.8

-0.6

1.2

2.4

-1.0

-1.7

3.1

-3.8

-1.5

-1.6

3.8

2.2

3.6

-1.9

10.4

-7.8

-5.2

-1.8

2.6

-0.2

Gross fixed capital formation
(Facilities)

-4.7

-2.2

-1.5

-1.3

0.7

-1.2

4.1

3.4

Exports of goods and services

(Construction)

9.1

4.2

3.9

-0.3

1.9

-1.1

3.0

1.8

Imports of goods and services

6.1

2.5

4.3

-1.8

1.8

-0.8

2.5

1.1

Notes : 1) Compared with the preceding quarter.
2) p : preliminary
Source : Bank of Korea「National Accounts」
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Final consumption expenditures

Building construction increased as con-

shifted to positive growth of 1.1 percent.

struction of large-scale apartment com-

Private consumption rose by 0.7 percent

plexes in the second-wave new towns in

as expenditures on durable goods and

the greater Seoul area and provincial

non-durable goods increased, affected by

innovation cities started and the num-

1)

the recovery of consumer confidence

ber of apartment complexes, whose con-

and improvement of income condi-

struction finished, increased ahead of

tions. 2) Government consumption

the end of the real estate acquisition tax

showed an increase of 2.4 percent owing

reduction favor at the end of June. Engi-

to a rise in expenditures on goods and

neering construction also expanded,

services.

thanks to an increase in budget execu-

Facilities investment shifted to a 0.2

tion for SOC projects and brisk construc-

percent decrease. Investments in

tion of electric power generation facili-

machinery increased owing to the

ties.

recovery of investments in the IT sector.

Exports of goods and services posted

However, investments in transportation

a 1.8 percent increase from the previous

equipment decreased, owing to a base

quarter. Exports of goods increased, led

effect following the expansion of aircraft

by mobile phones and semiconductors,

import in the previous quarter.

and those of services expanded sharply
centering on patent royalties.

Construction investment increased
by 3.4 percent over the previous quarter,

Meanwhile, imports of goods and ser-

growing for the second straight quarter.

vices increased by 1.1 percent over the

[Table 2]

Growth Rates of Economic Activity by Sector1)
2011

Agriculture, forestry & fishing
Manufacturing
Electricity, gas & water supply
Construction
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Services

Unit : percent

2012

2013p

p

Year

Year

Ⅰ

-2.1

-0.6

-6.5

0.2

7.3

2.2

1.6

-0.2

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

-2.6

7.9

-4.4

2.1

-0.3

0.2

1.3

0.9

2.9

2.8

-1.6

0.6

1.3

5.9

-5.6

-1.5

-4.3

-1.6

-1.4

-1.8

0.9

-2.0

4.0

1.4

2.6

2.5

1.1

0.5

0.3

0.4

0.7

0.9

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

1) Consumer confidence index rose from 102.7 in the first quarter to 103.7 in the second quarter.
2) Real gross national income (GNI) increased by 2.9 percent in the second quarter over the previous quarter as trading conditions improved owing to a fall in international raw material prices.

tion of the electric, gas & water supply

shrank, led downward by transportation

sector decreased by 1.5 percent owing to

service, but those of goods increased,

reduced power generation following the

headed by semiconductors and crude

suspension of operations and preventive

oil.

maintenance at some nuclear power

By type of economic activity during

plants.

the second quarter, manufacturing

The Korean economy is expected to

marked a 0.9 percent increase quarter-

continue its recovery pace thanks to the

on-quarter as the production of electric

government’s stimulus measures and

& electronics equipment increased

improvement of the global economy. As

owing to favorable exports of semicon-

to the future path of growth, however,

ductors. Also the production of general

there is a balance between the upside

machinery and precision machinery

risk of advanced countries’ economic

expanded owing to an increase in

growth acceleration and the downside

machinery investment, offsetting the

risk of uncertainties surrounding the

sluggishness of metal products.

reduction scale of the U.S. Federal

Services marked a 0.9 percent increase

Reserve’s quantitative easing, the finan-

quarter-on-quarter as production of the

cial unrest of some newly emerging

retail & wholesale sector increased

markets and geopolitical risks in the

thanks to a rise in sales of electronics

Middle East region.

goods, including air conditioners, and

Consumption is likely to see a modest

production of the financial and insur-

recovery owing to improvement of

ance sector expanded owing to an

income conditions3) centering on work-

increase in asset management and secu-

er households in the low- and middle-

rities transaction commissions. Produc-

income brackets and favorable employ-

tion of the construction industry

ment growth with consumer confidence

increased by 1.4 percent, led by building

improved.
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previous quarter. Imports of services

construction for residential purposes.
The agriculture, forestry and fishing
industry expanded by 2.1 percent, influenced by favorable vegetable-growing
business. On the other hand, produc-

3) ▶ Disposable income1) of worker households in
the second quarter of 2013.(Year-on-year, %)
Note : 1) Based on nominal amount
Source: Statistics Korea⌜Household trend survey⌟

Level1

Level2

Level 3

Level 4

Level 5

5.8

5.4

3.6

2.6

2.8

5

[Chart 2]
Consumer Survey Index

the sluggishness of leading indicators
such as receipts of construction orders

115

and approvals. However, construction

110

for non-residential purposes and civil
engineering is expected to keep up its

105

upward pace for the time being thanks
100

to construction of new office buildings

95

in the public sector, the creation of

Source : Bank of Korea「Consumer Survey」

industrial estates, and expansion of
power generation facilities.

Facilities investment is expected to
gradually recover centering on the IT
sector. Amid improvement of the OECD
leading economic index, a leading indi-

[Chart 4]
Construction Orders Received1)
and Building Permits
(yoy, %)

cator for business and investment, and
receipts of orders for domestic machinery, major companies plan to expand
investment in the latter half.4)
[Chart 3]
OECD Composite Leading Indicator
and Machinery Orders Received1)
(SA, billion won)

(long term trend=100)

Note : 1) Nominal terms
Source : Statistics Korea, Ministry of Land, Infrastructure
and Transport

Employment and Wages
During the second quarter of 2013,
Note : Figures in quarters are monthly average basis
Source : OECD, Statistics Korea
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the number of persons employed (seasonally adjusted) rose by 177,000 quarter-on-quarter owing to a modest recov-

Construction investment is likely to

ery of the domestic economy. The figure

see its upward pace slow down owing to

increased by 320,000 year-on-year,

4) ▶ Investment plans of top 30 groups in terms of
assets(trillion won)

2012

2013

(1st half)

(2nd half)

138.2

154.7

61.8

92.9

By industry, the service sector saw

(Annual averaged increase in the num-

substantial rise of 167,000 in the num-

ber of persons employed was 325,000

ber employed. In particular, the number

during the 2001~2007 period)

of persons employed increased by
50,000 in the health and social welfare
sector, affected by free child-care services

[Chart 5]
Number of Employed
(yoy, ten thousands)

and rapid population aging. Influenced

(SA, ten thousands)

2,530

by the start of the government’s job cre-

2,500

ation projects, the number of the

2,470
2,440
2,410

employed in the public administration
sector shifted to an increase of 30,000.

2,380

The number of the employed in manu-

2,350

facturing (25,000 persons) and construc-

2,320

tion (20,000 persons) also increased

Source : Statistics Korea
⌜Economically Active Population Survey⌟
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recovering its long-term upward trend.

owing to a base effect following the
reduction in the previous quarter.

[Table 3]

Employment related Indicators
Unit : thousand persons, percent
2011

2012

2013

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Jul.~Aug.

<S.A.>
Labor force

25,099

25,501

25,405

25,500

25,559

25,523

25,639

25,789

25,953

(Participation rate)

61.1

61.3

61.4

61.4

61.3

61.1

61.2

61.3

61.6

Unemployment level

855

820

873

838

794

764

837

810

815

(Unemployment rate)

3.4

3.2

3.4

3.3

3.1

3.0

3.3

3.1

3.1

Employment level1)

24,244
(415.4)

24,681
(436.5)

24,532
(117.7)

24,662
(130.3)

24,765
(103.0)

24,759
(-6.3)

24,802 24,979
(42.8) (177.4)

25,138
(86.8)

(Employment rate)

59.1

59.4

59.3

59.4

59.4

59.3

59.2

59.4

59.6

<Non S.A.>
Labor force

25,099

25,202

24,873

25,844

25,760

25,526

25,091

26,138

26,188

(Participation rate)

61.1

61.1

60.1

62.3

61.8

61.1

59.9

62.2

62.1

Unemployment level

855

740

947

841

770

722

907

812

805

(Unemployment rate)

3.4

2.9

3.8

3.3

3.0

2.8

3.6

3.1

3.1

Employment level2)

24,244
(415.4)

24,462
(473.8)

23,927
(467.2)

25,003
(430.4)

24,989
(506.3)

24,804
(341.8)

24,184 25,326
(257.4) (323.6)

25382
(399.7)

(Employment rate)

59.1

59.4

57.8

60.2

60.0

59.4

57.7

60.2

60.2

Note : 1) Figures in parentheses refer to the change compared with the preceding period.
2) Figures in parentheses refer to the change compared with the same period of the previous year.
Source : Statistics Korea
⌜Economically Active Population Survey⌟
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on regular workers (235,000 persons),

[Chart 6]
Number of Employed by Industry

whereas the self-employed (-32,000 per-

(SA, ten thousands)

sons) showed a downward pace.
The employment rate (seasonally
adjusted) rose by 0.2 percentage points
to 59.4 percent from the previous quarter as the upward pace of the number of
the employed accelerated. The unemployment rate (seasonally adjusted) fell

Source : Statistics Korea
⌜Economically Active Population Survey⌟

by 0.2 percentage points from the previous quarter.
During the period of July and August,

By employment status, waged work-

the employment situation showed

ers (308,000 persons) continued their

favorable trends, following on from the

upward pace in a movement centering

second quarter. The number of persons

[Table 4]

Rates of Increase of Nominal Wages1)
Unit : thousand persons, percent
2011

2013

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

1.0

5.3

7.8

5.1

4.7

3.9

3.7

4.6

-0.9

5.3

7.7

5.2

4.5

4.0

3.8

4.3

(Regular payment)

4.8

5.5

5.9

5.6

5.5

5.1

4.7

4.7

(Overtime payment)

-8.4

1.0

4.4

3.1

-3.5

0.5

0.8

-0.4

-19.3

5.8

17.0

3.5

3.0

0.1

1.1

3.9

15.1

6.4

13.7

5.5

4.0

4.0

5.5

8.7

Nominal wages of employees
Nominal wages of
permanent employees

(Special cash payment)
Nominal wages of temporary &
daily employees
(Manufacturing)

1.6

6.1

10.5

6.1

4.7

3.8

6.0

4.3

12.2

4.2

5.5

2.3

3.8

5.2

6.1

8.0

(Wholesale and retail trade)

6.3

6.1

9.0

5.8

6.3

3.8

1.4

4.2

(Transportation)

0.5

8.2

9.9

7.3

8.5

6.6

6.5

4.9

13.0

5.2

5.7

6.8

5.9

2.5

2.3

-1.7

9.1

4.3

7.8

2.0

4.7

3.0

1.4

5.1

(Financial and insurance activities) 1.9

4.6

6.3

5.7

0.7

6.0

1.4

0.1

(Construction)

(Accommodation and food
service activities)

QUARTERLY BULLETIN / SEPTEMBER 2013

8

2012

Year

(Information and communications)
(Real estate activities and renting
and leasing)

2.6

8.8

10.3

9.5

7.4

8.0

0.4

4.3

(Business services)

-8.0

5.3

5.9

5.7

4.7

5.5

4.3

7.6

(Education)

-5.4

4.6

4.2

4.6

6.8

3.6

5.3

5.9

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

increased amid the continuation of an

87,000 on a monthly average basis,

upward trend in regular payments with

accelerating its upward track from the

the rising pace of special cash payments

previous quarter (59,000 persons on a

accelerating from the previous quarter.

monthly averaged basis)

The nominal wages of temporary and

The long-term upward trend in the

daily workers also picked up by 8.7 per-

number of persons employed is likely to

cent, much more than the first quarter’s

continue owing to the continuation of

5.5 percent. By industry, construction

economic recovery pace and the govern-

(8.0%) and business support services

ment’s job creation policies. However,

(7.6%) recorded a relatively high rate of

the number of the self-employed, which

increase, whereas financial and insur-

led the buoyancy of employment last

ance (0.1%) and food and accommoda-

year, is expected to continue on a

tion (-1.7%) remained unchanged or

declining path owing to difficult busi-

posted a fall.

Current Economic and Financial Movements

employed (seasonally adjusted) rose by

ness conditions.

Prices

Nominal wages increased by 4.6 percent year-on-year during the second
quarter of 2013, accelerating their

Consumer prices rose by 1.1 percent

upward trend from the first quarter’s 3.7

year-on-year in the second quarter of

percent increase. By employment status,

2013, slower than the 1.4 percent

nominal wages of permanent workers

increase of the previous quarter. Com-

[Table 5]

Rates of Increase of Consumer Prices1)2)
Unit : percent
2011

2012

2013

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Jul.~Aug.

4.2
(4.0)

1.4
(2.2)

0.8
(3.0)

0.1
(2.4)

0.8
(1.6)

-0.3
(1.7)

0.7
(1.4)

-0.2
(1.1)

0.5
(1.4)

Agricultural, livestock &
marine products

5.8

1.6

4.2

-1.8

5.4

-5.8

2.0

-3.5

4.8

Industrial products

-0.2

Consumer prices

5.3

1.3

1.3

0.0

0.3

-0.3

0.8

-0.5

Electricity·water supply·gas 7.6

3.5

0.2

0.5

2.9

0.0

2.7

0.0

0.7

Services

2.8

1.3

0.0

0.5

0.4

0.4

0.3

0.3

0.4

3.6
(3.2)

1.2
(1.6)

0.0
(2.5)

0.6
(1.6)

0.3
(1.4)

0.3
(1.3)

0.4
(1.4)

0.5
(1.5)

0.1
(1.4)

CPI excluding agricultural
products & oils
CPI excluding food & energy

2.7

1.4

0.2

0.5

0.3

0.4

0.3

0.4

0.0

(2.6)

(1.6)

(2.2)

(1.5)

(1.3)

(1.4)

(1.4)

(1.3)

(1.2)

Note : 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⌟
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pared with the last month of the previ-

at a similar level to that at the end of the

ous quarter, consumer prices shifted

previous quarter. Service charges posted

from a 0.7 percent hike in the previous

the same rate of increase in the previous

quarter to a 0.2 percent fall, led down-

quarter.

ward by agricultural products and petroleum goods.

During the July-August period, consumer prices rose by 1.4 percent yearon-year, accelerating their upward

[Chart 7]
Trends of Consumer Prices
(year-on-year, %)

trend. Compared with the last month of
the previous quarter, consumer prices
shifted to a 0.5 percent hike as prices of
agricultural products soared owing to
supply shortages in the wake of rainy
season in the central districts and individual service charges, led by travelrelated services, showed a similar rate of
increase to that of the normal year.
The measure of core inflation that
excludes agricultural products and
petroleum goods from the CPI posted a

Source : Statistics Korea

1.5 percent rise year-on-year in the second quarter. The measure of core infla-
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By item, prices of agricultural, live-

tion that strips out all foods and energy

stock and marine products fell owing to

from the CPI recorded a 1.3 percent

a sharp decline in prices of agricultural

hike. This upward trend continued dur-

products as weather conditions were

ing July and August.

favorable, which served to offset the

Consumer prices are anticipated to

upturn in prices of livestock products

keep a stable trend, considering the fact

notably. Prices of industrial products

that improvement of the demand and

shifted to a fall that centered on petrole-

supply conditions of agricultural prod-

um products, owing to the downward

ucts is expected and commodity prices

trend of international oil prices. Electric-

tend to change little in the fourth quar-

ity, water supply and gas charges stayed

ter5) owing to seasonal factors. However,

5) The average consumer price inflation rate in the fourth quarters of the 2008~2012 period was 0.0%.
▶ Average rate of increase during the 2008~12 period

1/4

2/4

3/4

4/4

1.5

0.6

1.0

0.0

Note: 1) compared with the last month of the previous quarter

Unit : percent
2011

2012

2013

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Jul.~Aug.

4.3
(6.7)

-1.2
(0.7)

1.7
(2.9)

-1.7
(0.9)

0.5
(-0.2)

-1.7
(-0.9)

0.5
(-1.9)

-0.7
(-2.3)

0.3
(-1.2)

Agricultural, forestry &
marine products

2.6

-3.8

7.4

-8.5

6.8

-8.3

0.5

-4.4

6.1

Manufacturing industry
products

4.9

-2.7

1.8

-2.3

0.2

-2.4

0.3

-0.9

-0.1

Electric power, gas &
water supply

11.8

2.8

0.8

-0.7

2.8

-0.1

4.2

-0.2

0.4

2.1

1.2

1.0

0.0

0.1

0.1

0.0

0.1

0.4

Export prices

-1.0
(0.2)

-7.2
(-2.4)

1.2
(-0.7)

-1.8
(-0.7)

-1.2
(-1.3)

-5.5
(-6.8)

2.6
(-6.5)

2.3
(-4.5)

-1.6
(-1.9)

Import prices

6.1
(11.6)

-9.0
(-0.7)

3.2
(5.3)

-6.4
(0.7)

1.5
(-0.9)

-7.1
(-7.7)

1.1
(-10.0)

0.4
(-8.0)

-0.2
(-4.8)

Producer prices

Services

Current Economic and Financial Movements

[Table 6]
Rates of Increase of Producer Prices, Export and Import Prices1)2)

Note : 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⌟

latent destabilizing factors such as

During the second quarter, export

geopolitical risk in the Middle East, still

and import prices (Korean won basis)

exist.

continued their downward trend year-

Producer prices in the second quarter

on-year, but the falling pace slowed

of 2013 fell by 2.3 percent year-on-year,

down. Compared with the last month

registering a faster downward pace than

of the previous quarter, the upward pace

the 1.9 percent drop in the previous

slowed down slightly. In July and

quarter. Compared with the last month

August, they fell both compared with

of the previous quarter, they shifted to a

the same period of the previous year

0.7 percent drop as all items, excluding

and compared with the last month of

services, showed a downward trend.

the previous quarter, affected by a drop

During the July-August period, they rose

in the won/dollar exchange rate.

by 0.3 percent compared with the last
month of the previous quarter owing to

Real Estate Prices

a sharp rise in prices of agricultural,
forestry and marine products, including

In the second quarter of 2013, hous-

vegetables, which served to offset a

ing prices nationwide dropped by 0.1

decline in prices of manufacturing

percent. By region, those in the greater

industry products centering on primary

Seoul area showed their downward pace

metal products.

slowed down slightly thanks to an

11

increase in transactions following the

[Chart 8]
Buyer Superiority Index and
Amount of Housing Transactions
(The Greater Seoul area)

improved mood of buyers in the wake
of the government’s April 1 real estate
measures.6) Housing prices outside the

(Unit: 10,000)

greater Seoul area witnessed their
upward pace accelerate, centering on
regions with slated for development,
including Daegu and Gyeongbuk.
Housing prices nationwide in July
and August remained steady. Housing
prices in the greater Seoul area kept a
weak note as transaction volumes

Source : Ministry of Land, Infrastructure and Transport,
Kookmin Bank

declined sharply amid reduced mood of
buyers following the acquisition tax
reduction ended in June. Meanwhile,

ued their upward track owing to the sit-

housing prices outside the greater Seoul

uation of preference for housing lease-

area continued a modest upward trend.

hold following the sluggishness in the

Housing leasehold prices in the sec-

housing sales market. Those outside the

ond quarter of 2013 posted a rise of 0.8

greater Seoul area also kept an upward

percent. By region, housing leasehold

trend centering on regions where hous-

prices in the greater Seoul area contin-

ing prices maintained an upward track.

[Table 7]

Rates of Increase in Real Estate Prices1)
Unit : percent
2011
Year
Housing prices

Ⅰ

Ⅱ

2013
Ⅲ

Ⅳ

Ⅰ

Ⅱ

Jul.~Aug.

6.9

0.0

0.5

0.1

-0.4

-0.3

-0.2

-0.1

0.0

0.5

-3.0

-0.4

-0.7

-1.0

-0.9

-0.6

-0.5

-0.4

(Outside Greate Seoul area) 15.1

3.1

1.4

0.9

0.3

0.4

0.4

0.6

0.4

12.3

3.5

1.1

0.7

0.6

1.1

0.9

0.8

0.9

11.0

2.1

0.5

0.1

0.5

1.0

0.9

0.8

1.3

(Outside Greate Seoul area) 14.5

4.6

1.7

1.2

0.5

1.2

1.1

0.8

0.5

1.0

0.3

0.3

0.1

0.2

0.2

0.4

0.0

(Greate Seoul area)

Housing leasehold prices
(Geate Seoul area)
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2012
Year

Land prices

1.2

Notes : 1) Compared with the last month of the preceding period.
Source : Ministry of Land, Infrastructure and Transport, Kookmin Bank.

6) The government announced a series of measures to activate housing transactions on April 1, which
include exemption of acquisition tax (until the end of 2013) in case of first-time buyers and exemption
of capital gains tax for five years when purchasing new and existing houses (until the end of 2013).

sales market and the demand for housing leasehold increased ahead of the fall
moving season.

External Transactions
During the second quarter of 2013,
exports (customs-clearance basis)
increased by 0.8 percent over the same

Source : Kookmin Bank

Current Economic and Financial Movements

tently in a continuation of the sluggish

[Chart 9]
Rates of Increase in Housing
Leasehold Prices
(%)
(%)

period of the previous year.
In July and August, housing leasehold

By region, exports to newly emerging

prices showed a high rate of increase, ris-

countries continued its advance, follow-

ing faster than at the corresponding

ing on from the previous quarter.

period in recent years. Those picked up

Exports to China increased centering on

centering on the greater Seoul area as

semiconductors and chemical goods,

lessors’ preference for letting on a

and those to Southeast Asia expanded,

monthly rental basis deepened persis-

led by semiconductors and machinery.

[Table 8]

Exports by Destination and Sector1)
(customs clearance basis)
2011

Exports

Unit : billion US dollars, %

2012

2013
Jul.~Aug.

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

555.2

547.9

134.8

140.1

133.1

139.8

135.3

141.2

92.2

(19.0)

(-1.3)

(2.9)

(-1.7)

(-5.8)

(-0.4)

(0.4)

(0.8)

(5.1)

U S

(12.8)

(4.1)

(24.4)

(-1.5)

(-0.3)

(-3.4)

(-4.7)

(9.1)

(13.7)

Japan

(40.8)

(-2.2)

(13.6)

(-7.9)

(-7.4)

(-5.1)

(-9.7)

(-13.7)

(-14.1)

E U

(4.1)

(-11.4)

(-17.7)

(-14.5)

(-4.6)

(-6.8)

(-9.1)

(1.6)

(-1.6)

China

(14.8)

(0.1)

(0.7)

(-3.7)

(-2.9)

(6.2)

(6.9)

(12.5)

(13.7)

Southeast Asia

(29.6)

(4.6)

(8.8)

(3.2)

(-4.8)

(12.0)

(2.2)

(2.0)

(2.5)

Central & South America (10.9)

(-8.4)

(-7.6)

(9.2)

(-19.9)

(-14.3)

(-4.3)

(-2.0)

(0.6)

IT products
Non-IT products
Non-Ship

124.6

120.2

27.4

29.1

30.6

33.1

30.0

32.6

21.8

(-1.4)

(-3.5)

(-9.7)

(-8.0)

(-3.2)

(7.0)

(9.4)

(11.8)

(10.7)

430.6

427.6

107.4

111.0

102.5

106.7

105.3

108.6

70.4

(26.7)

(-0.7)

(6.8)

(0.0)

(-6.5)

(-2.5)

(-1.9)

(-2.1)

(3.5)

500.6

509.7

122.9

127.3

126.9

132.5

126.6

131.5

86.5

(19.4)

(1.8)

(6.9)

(-0.2)

(-1.9)

(3.0)

(3.0)

(3.3)

(4.1)

Notes :1)Figures in parentheses refer to rates of increase compared with the same period of the previous year(%).
Source : Korea Customs Service
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[Table 9]

Imports by Sector and Use1)
(customs clearance basis)
Unit : billion US dollars, %
2011

Imports

Non-Crude Oil

2012

2013

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Jul.~Aug.

524.4

519.6

133.7

130.4

125.7

129.8

129.7

126.9

84.8

(23.3)

(-0.9)

(7.8)

(-2.9)

(-6.9)

(-1.1)

(-3.0)

(-2.7)

(2.1)

423.6

411.3

106.0

103.0

99.8

102.4

103.5

103.5

68.5

(18.8)

(-2.9)

(5.2)

(-5.0)

(-8.6)

(-2.5)

(-2.4)

(0.4)

(3.2)

Non-Raw materials & Fuels 199.7

194.5

49.0

48.2

47.9

49.5

48.0

50.2

34.0

(12.2)

(-2.6)

(5.3)

(-5.6)

(-8.0)

(-1.1)

(-2.2)

(4.1)

(7.5)

Raw materials & Fuels
Capital goods
Consumer goods

324.7

325.0

84.6

82.3

77.8

80.4

81.7

76.7

50.8

(31.4)

(0.1)

(9.4)

(-1.2)

(-6.2)

(-1.0)

(-3.4)

(-6.8)

(-1.2)

146.5

140.4

36.1

34.8

34.2

35.2

34.3

35.9

24.4

(8.0)

(-4.2)

(4.9)

(-7.0)

(-10.1)

(-3.9)

(-5.0)

(3.0)

(6.9)

53.1

54.2

13.0

13.3

13.7

14.2

13.7

14.3

9.7

(25.7)

(2.0)

(6.4)

(-1.9)

(-2.3)

(6.4)

(5.3)

(7.1)

(8.9)

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

[Chart 10]
Exports and their Rate of Increase
(billion US dollars)

(yoy, %)

exports of IT products increased by 11.8
percent year-on-year as exports of
mobile phones soared owing to brisk
sales of smartphones, and those of semiconductors also increased, influenced by
a rise in the unit prices of memory semiconductors.
Exports of non-IT products declined
by 2.1 percent year-on-year as those of
ships continued their rapidly declining

Source : Korea Customs Service

pace, affected by a drastic fall in receipts
of orders since the global financial crisis,

Exports to advanced countries also
QUARTERLY BULLETIN / SEPTEMBER 2013
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showed a modest recovery momentum.

and those of steel decreased owing to
the continued excess supply.

Those to Japan decreased owing to the

During July and August, exports (cus-

weak yen, but those to the U.S. and EU

toms-clearance basis) increased by 5.1

expanded, centering on automobiles

percent over the same two-month peri-

and ships, respectively.

od of the previous year, higher than the

Broken down by commodity group,

0.8 percent in the previous quarter.

Current Account
2011

Unit : billion US dollars

2012

2013
Jul.

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

26.1

43.1

2.6

11.2

14.6

14.8

10.0

19.8

Goods

31.7

38.3

2.6

8.5

13.3

13.9

9.3

15.8

5.7

Services

-5.8

2.7

-0.6

2.3

0.7

0.4

-0.5

3.8

0.4

Current Account

Primary Income
Secondary Income

6.8

2.9

4.9

1.5

0.8

1.0

1.5

1.4

0.1

0.8

-2.6

-2.8

-0.9

-0.5

-0.5

-0.9

-0.3

0.1

0.0

Source : Bank of Korea⌜Balance of Payments⌟

Exports of IT products increased by 10.7

but those of capital goods and consumer

percent year-on-year, centering on semi-

products increased.

conductors and mobile phones. Exports

Meanwhile, the current account sur-

of non-IT products similarly expanded

plus widened significantly to 19.8 bil-

by 3.5 percent year-on-year as exports of

lion dollars in the second quarter of

ships increased sharply, affected by the

2013 from the previous quarter. This

delivery of high-priced ships and a base

was attributable to the fact that the ser-

effect.

vices account shifted into surplus, cen-

Meanwhile, imports (customs -clear-

tered by the transportation and con-

ance basis) in the second quarter of

struction service while the gap between

2013 decreased by 2.7 percent, continu-

exports and imports widened sharply.

ing their downward trend.

For July 2013, the current account post-

By commodity group, imports of cap-

ed a monthly surplus of 6.8 billion dol-

ital goods shifted to an increase owing

lars thanks to the large gap between

to a hike in imports of semiconductors

exports and imports.

Current Economic and Financial Movements

[Table 10]

and machinery. Imports of consumer
goods also increased centering on grain,
but those of raw materials continued a
downward trend owing to a fall in
imports of crude oil following a decline
in import unit prices.
During the July-August period,
imports increased by 2.1 percent year-

Financial and Foreign
Exchange Markets
Developments
Financial Markets

on-year. Imports of raw materials,

During the second quarter of 2013,

including crude oil, dropped owing to

yields on Treasury bonds (3-year maturi-

some oil refiners’ facilities maintenance,

ty) rose sharply. Yields on Treasury

15

bonds (3-year maturity) continued on a

bonds (3-year maturity) had risen by

downward trend, influenced both by

0.36 of a percentage point from 2.52

expectations of the lowering of the poli-

percent at the end of the previous quar-

cy rate from the perspective of the poli-

ter to 2.88 percent.

cy mix with the fiscal policy since April,
[Chart 11]
Market Interest Rate Movements

and foreigners’ massive net purchases
of Treasury bonds futures. Yields stood

(%)

at 2.44 percent, the lowest ever, on May
2. However, they then rose at a rapid
pace after the lowering of the policy rate
on May 9 (2.75% °Ê 2.50%), affected by
the weakening of expectations of additional cuts and the emergence of the
possibility of the U.S. Federal Reserve’s
early implementation of its exit strategy.
They posted 3.12 percent on June 24,
Note : 1) Average figures of private credit-rating
corporations
Source : Korea Financial Investment Association

the highest for the year. As of the end of
the second quarter, yields on Treasury

[Table 11]

Bank Lending and Corporate Funding
(Changes during the period)
2011
Year
Bank loan to enterprises 39,063

Year

2013

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Jul.~Aug.

32,855

15,133

10,723

13,618

-6,619

10,875

12,423

8,519

(Large enterprises)

27,791

27,090

10,298

10,722

7,289

-1,219

2,553

4,633

3,623

(Small and medium
enterprises)

11,272

5,765

4,836

1

6,328

-5,400

8,322

7,790

4,895

Net CP issuance
Net bond issuance
Net equity issuance1)

3,879

5,419

4,542

331

1,717

-1,170

5,901

2,553

1,205

19,543

17,473

2,742

-151

8,492

6,389

2,091

1,036

-1,148

9,213

2,776

715

400

333

1,328

605

1,028

1,573

23,940

11,490

-2,763

4,824

1,410

8,019

-4,946

8,274

1,952

[Including mortgage loans
31,290
assigned to KFHFC]2)

29,403

-1,228

7,766

7,506

15,361

1,929

13,924

6,404

(Mortgage loans)

21,409

10,879

915

3,459

1,111

5,395

-2,173

5,639

790

[Including mortgage loans
28,760
assigned to KFHFC]2)

28,793

2,449

6,401

7,206

12,737

4,702

11,290

5,242

685

-3,589

1,317

348

2,610

-2,681

2,664

1,180

Bank loan to household
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Unit : billion won

2012

(Others incl. overdraft
accounts)

2,428

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

early implementation of QE tapering,

(3-year maturity) fluctuated within a

worries over the slowdown of the Chi-

range of 2.84 percent ~ 3.00 percent as

nese economy and foreigners’ massive

such upside factors as concern about the

net selling of stocks, with the lowest lev-

U.S. Federal Reserve’s early implementa-

els for the year (1,781 for the KOSPI, 481

tion of Quantitative Easing (QE) taper-

for the KOSDAQ) on June 25. The

ing and expectations of the recovery of

KOSPI and the KOSDAQ fell by 7.1 per-

the global economy, and such downside

cent and 6.5 percent, respectively, from

factors as financial unrest in some newly

the end of the previous quarter to regis-

emerging markets, including India, and

ter 1,863 and 519 at the end of the sec-

the preference for safe-haven assets fol-

ond quarter.

(1996. 7.1=1,000)

Current Economic and Financial Movements

After July, yields on Treasury bonds

lowing the emergence of geopolitical
risk in the Middle East region. Meanwhile, long-term market interest rates in
Korea showed a low degree of volatility

[Chart 12]
Stock Price Movements
(1980. 1.4=100)

compared with other newly emerging
economies and the advanced countries,
including the U.S., despite external
destabilizing factors, including concern
about the U.S. Federal Reserve’s implementation of QE tapering within 2013.
Over the course of the second quarter
of 2013, the KOSPI fell back, largely
influenced by overseas factors. In April,

Source : Korea Exchange

it retreated owing to North Korea-related
geopolitical risk and the Bank of Japan’s

In July, the KOSPI rebounded at a

announcement of quantitative easing

rapid pace, affected by the expectation

policy. After the end of that month, the

of the Chinese government’s pump-

KOSPI bounced back, affected by the

priming measure and Korea’s favorable

easing of concern about the weak yen,

macro-economic conditions. In mid-

the lowering of policy rates by the ECB

August, the KOSPI entered the correc-

and the Bank of Korea, and domestic

tion phase somewhat, influenced by

companies’ favorable business perfor-

uneasy financial markets of newly

mance. In June, however, the KOSPI

emerging economies, including India

dropped at a rapid pace owing to the

and Indonesia. As of the end of August,

possibility of the U.S. Federal Reserve’s

accordingly, the KOSPI stood at 1,926,
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up 3.4 percent from the end of the sec-

enterprises continued its upward trend,

ond quarter and the KOSDAQ registered

whereas their net issuance of CP and

517, down 0.4 percent over the same

corporate bonds continued sluggish

period.

owing to concerns about credit risk.

Bank lending to enterprises contin-

However, the growth pace of bank lend-

ued its robust growth in the second

ing to households (Including mortgage

quarter of 2012. Bank lending to small

loans) slowed down in a movement

and medium-sized enterprises (SMEs)

influenced by the ending of the acquisi-

showed a rate of increase similar to that

tion tax reduction at the end of June,

of the previous quarter as banks contin-

centered on housing mortgage loans.

uously took the eased lending attitude.
The growth pace of bank lending to

Foreign Exchange markets

large companies accelerated from the
previous quarter owing to demand for

During the second quarter of 2013,

loans to meet tax payments. On the

the Korean won exhibited a depreciat-

other hand, enterprises’ net issuance of

ing trend against the U.S. dollar. In

CP and corporate bonds shrank sharply,

April, initially, the won/dollar exchange

influenced by the tightening of regula-

rate fell owing to the higher-than-

7)
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tions on long-term CP and rising cau-

expected economic growth rate in the

tion about credit risk. The growth pace

first quarter, prospects for major coun-

of bank lending to households (Includ-

tries’ continuation of quantitative easing

ing mortgage loans) accelerated remark-

and the current account surplus, which

ably from the first quarter. Housing

more than offset the North Korea-relat-

mortgage loans expanded sharply owing

ed geopolitical risk. After May, however,

to the extension of the acquisition tax

the rate shifted to an upturn, influenced

exemption favor (March 22) and an

by favorable U.S. economic indicators,

increase in housing transactions in the

the possibility of the U.S. Federal

wake of the government’s April 1 com-

Reserve’s QE tapering and foreigners’ net

prehensive measure to normalize the

selling of stocks. As of the end of the

housing market. “Minus Bankbook

second quarter of 2013, the Korean won

Loans” shifted to an increase owing to

traded at 1,142.0 won per dollar, a

the washing of seasonal factors evident

depreciation of 2.7 percent from the end

early in the year (Inflow of bonuses, etc.)

of the previous quarter. In July and

In July and August, bank lending to

August, however, the won/dollar

7) Since May 6, 2013, the submission of a securities report has been obligatory for CP with maturity of
over 365 days and CP eligible for inclusion in specific money trust.

tion of 1.1 percent from the end of the

affected by the U.S. Federal Reserve

previous quarter. In July and August, the

chairman’s comments on the continua-

won/100 yen exchange rate fell, affected

tion of QE, the sustained current

by the overwhelming victory of the

account surplus, and inflows of foreign-

Japanese ruling party in the elections of

ers’ stock investment funds. As of the

the House of Councilors. At the end of

end of August, the Korean won traded at

August, the won traded at 1,129.2 won

1,110.0 won per dollar.

per 100 yen.

Current Economic and Financial Movements

exchange shifted to a downward trend,

[Chart 13]
Exchange Rate Trend of
Korean Won
1,600

(won)

1,400

1,200

1,000

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

In the second quarter of 2013, the
won/100 yen exchange rate showed a
downward trend owing to the Bank of
Japan’s announcement of its quantitative easing policy in April, but shifted to
an upturn after mid-May on the spread
of a climate of unease as to whether or
not Abenomics would succeed. The won
traded at 1,167.2 won per 100 yen at the
end of the second quarter, an apprecia-
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Construction of Fiscal Policy
Analysis Model in BOK Quarterly
Macroeconometric Model (BOK12)
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While the low interest rate stance has
continued worldwide since the global
financial crisis, individual countries are
moving to strengthen the government’s
discretionary fiscal policy for economic
recovery. In order to enhance the efficiency of the fiscal policy, it is crucial to
construct a model for a formal analysis
of the policy effects so that it can be
appropriately harnessed.
The Bank of Korea has recently
rebuilt its quarterly macroeconometric
model, from BOK04 that it had used for
analysis of the monetary policy effects
and economic forecast since 2004, to
BOK12 reflecting changes in the economic environments and behaviors of
economic agents especially after the
global financial crisis. In this paper, we
construct a fiscal policy analysis model
within the BOK12(‘the BOK12 Fiscal
Model’), adding a fiscal block into the
BOK12 and also revising some of the
existing blocks in order to reflect better
the connection between fiscal variables
and other variables. And finally, we con-

duct a simulation analysis of the effects
of government spending by type on the
economy with this model.
The major characteristics of the BOK12
Fiscal Model are firstly the strengthening
of the connection between government
expenditure-related components in the
national accounts and fiscal variables in
the consolidated central government fiscal balance, and secondly capturing the
impact of the interest rate changes
resulting from an increase in the
issuance of treasury bonds on the government’s fiscal soundness.
As a result of the calculation of the
fiscal multipliers by spending type
through a dynamic simulation following the estimation of equations within
the system, the short-run multiplier(1
year) is 0.927 for expenditures on goods
and services, 0.651 for net capital expenditures and 0.260 for transfers to households.
The significance of the BOK12 Fiscal
Model lies in its use for a more formal
analysis of the fiscal policy effects on the

*** Economist, Macroeconomic Modeling Division, Bank of Korea(e-mail: mkson@bok.or.kr)
*** Economist, Macroeconomic Modeling Division, Bank of Korea(e-mail: daeyong.kim@bok.or.kr)
*** Team Head, Macroeconomic Modeling Division, Bank of Korea(e-mail: hwangsp7@bok.or.kr)

■ The contents of this paper represent the personal opinions of the authors and do not
necessarily reflect the official view of the Bank of Korea. Consequently, when this paper
is reported or cited, please specify the names of the authors.

spending in 2012 when the economic
growth momentum weakened sharply,
and undertook the active use of the fiscal loosening by bolstering the government investment in the latter half. Furthermore, it added a large-scale supplementary budget in 2013, strengthening
the role of the fiscal policy in managing
the economy.
Various studies on the effects of the

Ⅰ.Preface

fiscal policy have been conducted at
home and abroad. In general, they

In keeping with the low interest rate

agreed that ① the growth effect of the

stance that has continued worldwide

expansion of government spending is

since the global financial crisis, individ-

bigger than that of tax reduction and ②

ual countries are moving to strengthen

among the spending multipliers, that of

the discretionary fiscal policy for eco-

expenditures related to government

nomic recovery. Along with the effects

consumption and government invest-

of the fiscal policy, accordingly, discus-

ment is bigger than that of transfers to

sions about its optimal combination

the private sector such as households in

with the central bank’s monetary policy

terms of boosting the economic growth.

have been recently attracting keen

In terms of the absolute size of the

attention.

Construction of Fiscal Policy Analysis Model in BOK Quarterly Macroeconometric Model (BOK12)

overall economy while making the most
use of the BOK12’s theoretical consistency and its great explanatory power,
the measurement of the fiscal multipliers by spending type, and last but not
least, as a groundwork for a future analysis of the policy mix between the fiscal
and monetary policy.

multipliers, however, different results1)

The Korean government also expand-

have been obtained depending on the

ed the scale of the front-loading of its

sample period and analysis method. As

1) Among major overseas studies on the measurement of the fiscal multiplier, the IMF(2009) anticipated
that government consumption-related expenditure multiplier would reach some 0.5~1.5; tax revenues
and transfer expenditures would be half of this preceding figure; and government investment-related
expenditures would be slightly higher. It almost points out that in general, the multiplier may become
proportionately higher ① the more greatly the proportion of the expenditures linked directly to aggregate demand outweighs the tax deduction, which leaks out owing to saving, ② the greater the marginal
propensity to consume and the lower the import propensity is, ③ the smaller the automatic fiscal stabilizer, ④ the more accommodative is the monetary policy against the fiscal expansion, and ⑤the lower
the private expectations that the fiscal deficit will lead to tax increases in the future. Lastly, it says the
fiscal multiplier can be affected by the degree of development of the financial market and whether the
fiscal policy is permanent. Elmendorf·Furman(2008) presented results of the measurement of the U.S.
fiscal multiplier that the multiplier for individual income tax (tax deduction) was 0.3~0.4; that for
investment-related tax deduction was 0.1~0.2; and that for government consumption was 1.0. In the
analysis of major advanced countries, the OECD(2009, 2013) estimated that the multiplier for government consumption was 0.7~1.1; that for transfers to the private sector was 0.2, and the tax multiplier
was 0.1~0.5.
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the size of the effects by type of the gov-

Son(2013) looked into changes in the

ernment’s fiscal revenue and expendi-

growth effect of the Korea’s government

ture show a difference, more precise

spending during the 1986~2011 period

analysis of this is required.

and found that it gradually weakened

In the case of Korea, there was a ten-

after 2000 and the reaction velocity of

dency that the trend by type of the fiscal

the economy against changes in the

revenues showed a relatively stable pat-

government spending has slowed down.

tern whereas the proportion of capital

It was judged to be partially attributable

expenditures continued to fall in total

to changes in the government expendi-

fiscal expenditures, and transfers to local

ture composition, along with changes in

governments and the private sector in

the import dependency ratio and the

contrast witnessed a generally upward

overall economic condition.

trend. Accordingly, there is a possibility

For some time, the Bank of Korea(‘the

that the overall effects of the fiscal poli-

BOK’) intermittently appraised the

cy were different in each period.2)

effects of the government spending

Related to this, Jinho Choi·Minkyu

through the BOK04, the former macro-

<Figure 1> Composition of Government Revenue & Expenditure1)
(Government Revenue)
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(trillion won)

(Government Expenditure)
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2) In addition, studies on the asymmetry of the fiscal policy effect over the business cycle are the focus of
attention nowadays. In general, they have come to a conclusion that the deeper the business enters
into the downward phase, the higher the fiscal multiplier becomes. In particular, Baum et al.(IMF,
2012) presented the results of an analysis using Threshold-VAR on six advanced countries claiming that
the spending multiplier(-1.1~2.0) and the tax multiplier(-0.7~0.7) during downturn periods are bigger
than upswing periods (-0.9~1.3, -0.6~0.5, respectively). Auerbach·Gorodnichenko(2012) also
announced the estimated result of the spending multiplier of eight OECD countries showing that the
multiplier during the business recession period (one year: 0.5) was bigger than the business expansionary period(-0.3). Related to this in Korea, Jinho Choi·Minkyu Son (2013) presented the analysis results
using Time Varying Parameter-Vector Autoregression(TVP-VAR) showing that the more deeply the business moves into recession, the higher the spending multiplier becomes.

er, it is well-known that there have been

Ⅱ.Overview of BOK12

changes in behaviors of economic
agents, including the increasing depen-

1. Motivation

dence on imports and diminishing
weight of government’s investment

Despite some criticism about tradi-

related expenditures in its total spend-

tional simultaneous equation models

ing, and also changes in the economic

based on Keynsian macroeconomic the-

structures. Therefore, it is essential to

ory, the BOK developed the macro-

build up a new macroeconometric

econometric models such as the BOK04

model reflecting those changes and tak-

for use in economic analysis.

ing into account new information and

The macroeconometric model, a

analyze the effects of the fiscal policy

mainstay of the BOK multi-model

with it.

approach method, was complementary

In this paper, accordingly, we con-

to the BOKDPM and BOKGM, models

struct a fiscal policy analysis model

based on the Dynamic Stochastic Gener-

within the BOK12(‘the BOK12 Fiscal

al Equilibrium(DSGE) theory, which has

Model’), adding a fiscal block into the

recently come into prominence, carry-

BOK12 which has recently been built as

ing out an important role in predicting

an update version of the BOK04 and

the movement of the economy and ana-

also revising some of the existing blocks

lyzing the monetary policy effects.

in order to reflect better the connection

However, the BOK04 was insufficient

between fiscal variables and other vari-

to reflect recent changes in the econom-

ables. And then, we analyze the effects

ic structures as its estimations targeted

of the government spending by type in

for the 1990~2004 period. In particular,

the consolidated central government fis-

the economic environment and eco-

cal balance on the economy with this

nomic agents’ behaviors have changed

model and compare the result with

dramatically especially after the global

those of other preceding studies.

financial crisis. As a result, the need for

Construction of Fiscal Policy Analysis Model in BOK Quarterly Macroeconometric Model (BOK12)

econometric model of the BOK. Howev-

rebuilding a macroeconometric model
to reflect them has emerged. Taking the
framework of the BOK04, accordingly,
the Bank of Korea rebuilt it as the
BOK12, including the recent information and the period after the 2008 global
financial crisis, in the model.
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<Figure 2> BOK Macroeconomic
Model Structure

In the case of private consumption, it
includes stock prices, housing prices, by
reflecting ‘the wealth effect’, and GNI,
an income indicator, as explanatory
variables, while considering changes in
market interest rates and household
loans as well.
Government consumption includes a
component with high relevancy among
the government’s expenditures as an
explanatory variable.

2. Structure of Model

Reflecting a rise in the proportion of
imported capital goods, facilities invest-

Like the BOK04, the BOK12 is a medi-

ment is designed to consider not only

um-sized model embodying the general

GDP and interest rates but also the

equilibrium concept based on Keynesian

won/dollar and yen/dollar exchange

macroeconomics, which puts an

rates.

emphasis on income and expenditure

Construction investment is classified

theory. The model consists of a simulta-

into building construction and civil

neous equation system, which includes

engineering. In the case of building con-

five blocks _ final demand, external

struction, the government’s capital

transactions, prices, wages & employ-

expenditure and housing prices are used

ment, and the financial & asset market -

as major explanatory variables. In the

and 42 equations (30 behavioral equa-

case of civil engineering, the govern-

3)

tions and 12 identity equations).

The final demand block consists of

QUARTERLY BULLETIN / SEPTEMBER 2013
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ment’s capital expenditure is used as an
explanatory variable.

expenditure components of GDP

Export of goods consider global

including private consumption, govern-

import demand, the exchange rate and

ment consumption, facilities invest-

export unit price as major factors,

ment, construction investment, imports

whereas import of goods consider

and exports of goods and services, and

changes in domestic and overseas

other items. The equations within each

demands, and the exchange rate as

block are designed as follows.

major factors.

3) Refer to (Appendix 1) with regard to the result of the policy simulated experiment about major exogenous variables using the BOK12.

supply, interest rate and exchange rate

services grows in general as export of

for the demand side as explanatory vari-

goods increases, export of services uses

ables.

global import demand and the

Considering that imported raw mate-

exchange rate as explanatory variables

rials and capital goods form a great part

as in the case of export of goods. Import

of the elements for production, we try

of services is modelled by making use of

to explain producer prices with import

changes in domestic and foreign con-

unit price and exchange rate, and pro-

sumption and the exchange rate.

ducer prices are designed to consider

The external transaction block consists of detailed items of the current

changes in unit labor costs and labor
productivity.

account, capital and financial accounts

The export unit price index uses the

of the balance of payments, and the

exchange rate and the import unit price

won/dollar exchange rate.

index as explanatory variables and the

Exports & imports of goods, credit &

import unit price index reflects changes

debit of services and detailed items of

in international oil prices and other raw

the current account in the balance of

material prices, and the yen/dollar

payments are linked with exports &

exchange rate is also included consider-

imports of goods and services in the

ing the volume of imports from Japan is

national accounts using export and

by no means small.

import unit prices as the medium.

The wage and employment block

The capital and financial accounts

consists of the nominal wage, the num-

use GDP, which reflects the overall busi-

ber of the employed and total working

ness condition, interest rate, the

hours. The nominal wage reflects

won/dollar exchange rate and the

changes in domestic demand and prices

yen/dollar exchange rate as explanatory

and the number of the employed

variables. For the won/dollar exchange

reflects the change in aggregate

rate, the explanation of changes is

demand. It also includes the unit labor

sought by using the current account,

cost and labor productivity by using the

capital and financial accounts of the

nominal wage, the number of the

balance of payments.

employed, GDP, and total working

The price block consists of consumer

Construction of Fiscal Policy Analysis Model in BOK Quarterly Macroeconometric Model (BOK12)

Considering the fact that export of

hours.

prices, producer prices and export &

The financial and asset market block

import unit prices. Consumer prices are

consists of yields on corporate bonds,

modeled by using producer prices for

money supply, housing price, house-

the expenditure side and GDP, money

hold loan and the composite stock price

25

index. Yields on corporate bonds, a

GDP. The housing prices use household

main route whereby the call rate is

loans as an explanatory variable and the

transmitted to the real economy, use the

model of stock prices is designed to

call rate, money supply and the

reflect the business condition and

exchange rate as explanatory variables,

changes in the interest rate. Household

additionally including the size of the

loans are set as being affected by con-

corporate investment.

sumption, housing prices and the interest rate.

Money supply (M2) is modeled as
being proportionate to the nominal

<Figure 3> Diagrammatic representation of BOK12
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Ⅲ.Construction of
BOK12 Fiscal Model

The major characteristics of the
BOK12 Fiscal Model can be summarized
as follows - firstly the strengthening of

Influenced by the recent global eco-

the connection between government

nomic recession, governments are using

expenditures related items in the

various fiscal policy means for economic

national accounts and fiscal variables in

recovery and studies on the effects of

the consolidated central government fis-

such policies have been carried out from

cal balance and secondly capturing the

various perspectives.

impact of interest rate changes resulting

The BOK12 Fiscal Model is designed
to measure the effects of the govern-

from the issuance of treasury bonds on
the government’s fiscal soundness.

ment spending by spending type. It is

First of all, “expenditures on goods &

an expanded version of the BOK12

services,” the lower components of the

adding a fiscal block, which reflects con-

government’s current expenditures, are

nections between fiscal variables and

connected to government consumption

other variables into the BOK12.

in the national accounts. “Net capital

In case of other behavioral equations

expenditures” which combine4) “fixed

and identity equations, which do not

asset acquisition” plus “capital transfers”

include fiscal variables, we tried to make

within the whole government’s capital

the most use of the theoretical consis-

expenditures, are connected to govern-

tency and high explanatory power of

ment investment. And “transfers to

the BOK12 by leaving most of the equa-

households” within the whole govern-

tions’ specification and estimation

ment’s transfers are connected to private

results of the BOK12 unchanged.

consumption in order to reflect better

Construction of Fiscal Policy Analysis Model in BOK Quarterly Macroeconometric Model (BOK12)

(Characteristics of Model)

the channels by which the government

1. Characteristics and
Estimation of Model

spending is transmitted to the real economy.5)
Tax revenue is classified into individ-

4) Government investment in the national accounts almost coincides with the “fixed asset acquisition” in
the consolidated government balance, including the local governments. We add up “capital transfers”
under the assumption that the “capital transfers” in the central government’s fiscal expenditures are
connected to the “fixed asset acquisition” of the private sector and the local governments with some
time lag.
5) Many of the existing models that include the BOK04 and the BOK12, use the whole “current expenditures” as a variable to handle government consumption and the whole “capital expenditures.” In the
case, the relations between the those fiscal variables and components in the national accounts items are
unclear and the policy effects can be either overestimated or underestimated.
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ual income tax, corporate income tax,
goods & service tax6) and property tax

Composition of Central Gov’t
Expenditure(2011)
(trilion won, %)

and each of which is estimated as an
Component

endogenous variable. At the same time,
it is used as an explanatory variable for
private consumption and investment.
We also consider the crowding-out
effect of the government’s fiscal policy
through the issuance of treasury bonds
and the economic agents’ concern over
the government’s fiscal soundness by
including the size of the fiscal deficit in
the interest rate equation.
Accordingly, the BOK12 Fiscal Model
revises eight of the behavioral equations
of the existing the BOK12 including pri-

Amount (Ratio to total)

1.Current Expenditure
235.5
Expenditure on Goods &
53.0
Services
Interest payment
14.6
Subsidies and Other Transfers 165.2
(Subsidies)
0.5
(Transfers to Other Levels of Gov’t) 85.3
(transfers to households)
45.8
(Transfers to Nonprofit
32.4
Organizations)
2. Capital Expenditure
34.3
Acquisition of New&Existing 12.9
Capital Assets
Purchase of Land &
2.6
Intangible Assets
Capital Transfers
18.4
(To other levels of Gov’t)
14.8
(Others)
3.7
3. Net lending
Total

(86.0)
(19.4)
( 5.3)
(60.4)
( 0.2)
(31.2)
(16.7)
(11.8)
(12.5)
( 4.7)
( 1.0)
( 6.7)
( 5.4)
( 1.3)

3.9

( 1.4)

273.7

(100.0)

Note: ( ) Ratio to total (%)

vate consumption, government consumption, and private investment and
yields on corporate bonds, while adding

Viewing the revised contents of the

six tax revenue behavioral equations

individual behavioral equations of the

and one identity equation about the fis-

existing BOK12 in detail, in the case

cal deficit.7)

firstly of private consumption, the
income-related explanatory variable is
revised from GNI to disposable income

<Table 1> The Size of the BOK
Quarterly Macroeconomic Models
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BOK12

BOK04

BOK12

Fiscal Model

behavioral equations

49

30

36

identity equations

33

12

16

endogenous variables

82

42

52

exogenous variables

31

19

29

(=GNI-individual income tax-property taxnet social security contributions+transfers
to households), by adding or subtracting
various types of taxes and transfers from
the existing GNI. Apart from this, we
add goods & services tax to short-term
private consumption as an explanatory

6) Goods & services taxes are indirect taxes consisting of value added tax, selective goods consumption tax
(liquor tax, special excise tax, transportation tax), monopoly profit tax, selective service tax, tax on
licence for use of property for business operation, and others.
7) Refer to (Appendix 2) and (Appendix 3) for the estimation results of the individual behavioral equations.

property tax equation, housing price

ernment consumption, the explanatory

index and stock price index are included

variable of the relevant equation is

as explanatory variables under the

revised from the whole government’s

assumption that property tax is affected

current expenditures to “expenditures

by changes in asset prices.

on goods & services”, and for construc-

We assume that tariff is decided by

tion & civil engineering investment, it is

the total amount of imports(=import

changed from the whole government’s

volume×import unit price) and net

capital expenditures to “net capital

social security contributions set by

expenditure” in order to better illustrate

households’ total wages likewise individ-

the relations between government

ual income tax. The fiscal deficit identi-

expenditures and national accounts

ty equation is calculated by deducting

components. In the case of the short

total fiscal revenue(=individual income

and long-term equations for facilities

tax+corporate tax+goods & services

investment, we add corporate income

tax+property tax+tariff+net social securi-

tax in order to analyze changes in facili-

ty contributions+others) from the total

ties investment following the tax varia-

fiscal expenditure(=goods & services+net

tion. In the case of yields on corporate

capital expenditures+transfers to house-

bonds, we include the scale of the fiscal

holds+others).

Construction of Fiscal Policy Analysis Model in BOK Quarterly Macroeconometric Model (BOK12)

variable. As mentioned above, for gov-

deficit in the short-term equation to
consider the crowding-out effects following the issuance of treasury bonds.

(Estimation of Model)
For estimation of the BOK12 Fiscal

In regard to the tax-related behavioral

Model, we use data for 13 years or 52

equations, which are newly created into

quarters from the first quarter of 2000 to

the BOK12, we set aggregate demand as

the fourth quarter of 2012 and utilize

an explanatory variable under the

the original series before the seasonal

assumption for both individual income

adjustment in order to make model’s

tax and corporate income tax that they

supplementation and revision easier.

are respectively affected by the total

Individual behavioral equations of

wage of households(=nominal wage×

the model are estimated through Ordi-

the number of persons employed) and

nary Least Squares (OLS), basically as in

the overall economic condition.

the BOK12. In the case of some behav-

The equation for goods & services tax

ioral equations, we reduce the autocorre-

includes domestic demand, which strips

lation of the error terms by including

out net exports from aggregate demand

the lagged term of the explained vari-

as an explanatory variable, and for the

ables. Where individual time series are

29

not stationary or cointegrations are veri-

evaluating the predictive power show-

fied among variables, we construct

ing the relative size of the estimated

error-correction models to consider the

error in quantitative terms, the values in

long-term relations among variables and

most cases, are within 4 percent, indicat-

8)

short-run dynamics simultaneously.

ing that the predictive power of the

We appraise statistical consistency about

model is relatively favorable.

the estimated results of each equation
by R2, Durbin-Watson statistics and the
t-statistics of each estimator. We also
look into the characteristic of the residual of the relevant equations and various other relevant statistics.
In fact, no all the estimated behavioral equations within the system satisfy
all of the statistical consistency and

<Table 2> Forecast Errors of
Variables in BOK12 Fiscal Model1) 2)
Variables
GDP

RMSE%
1.70

Private Consumption 1.43
Facilities Investment 3.44
Construction Investment 2.91

Variables
CPI

RMSE%
0.84

PPI
1.67
Nominal Wage
3.49
Total Employment 0.48

Note: 1) RMSE%=100×
2) Sample Period: 2002.1/4~2012.4/4

there is some room for improvement.
However, the purpose of the development of this model lies in the economic

2. Results of Policy Simulation
Experiment

forecast for 4~8 quarters out and the
simulation analysis of the policy effects.

To measure the effects of the govern-

Accordingly, where it is deemed neces-

ment spending by type and calculate

sary for theoretical formulation and

the spending multipliers, we carry out a

dynamic stability of the model as a

simulation experiment, which set a

whole, we include individual equations

hypothetic scenario. The scenario set in

even though they may be lacking statis-

this simulation experiment is “an

tical consistency.

increase of 1 trillion won in the govern-

To assess the predictive power of the
model after estimating individual

ment spending in the first quarter of
2009.”

behavioral equations, we carry out a hisQUARTERLY BULLETIN / SEPTEMBER 2013
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torical simulation9). According to the

(Effects on Major Variables)

calculation result of Root Mean Squared

We look into the effects on GDP in

Percent Error(RMSE%), an indicator for

the addition of 1 trillion won (nominal)

8) We used the two-step estimation method of Engle-Granger(1987), whose estimation procedure is relatively simple, for estimation of the error-correction model.
9) For historical simulation, we adopted the Gauss-Siedel method, which is widely used for solving a solution of simultaneous equations. Refer to (Appendix 4) in order to compare trends of predicted series
and the actual series for major variables derived from the simulation experiment.

The fiscal deficit amounts to 0.558

ing in a quarter. According to the result,

trillion won on a three-year out aggre-

expenditures on goods & services, net

gate basis for expenditures on goods &

capital expenditures and transfers to

services, 0.615 trillion won for net capi-

households caused increases (3-year

tal expenditures and 0.882 trillion won

average) of 0.043 percent, 0.031 percent

for transfers to households. It widens

and 0.011 percent in real GDP, respec-

owing to the increase in the govern-

tively. The GDP ripple effect is the

ment spending, but gradually reduces as

largest in the year when the policy

time passes, affected by the increase in

shocks for each spending type occurs. In

tax revenue resulting from the rise in

case of net capital expenditures, the

GDP.

growth effect continue until the third
year out.

<Table 3> The Effect of Increases in
Gov’t Spending on GDP1)

(%)

1st Yr 2nd Yr 3rd Yr Average
Expenditures on
0.099
Goods & Services
Net Capital Expenditures 0.060
Transfers to Households 0.025

0.032 -0.002

0.043

0.024 0.010
0.006 0.000

0.031
0.011

Note: 1) Size of Effect(%) =

<Table 5> The Effect of an Increase
in Gov’t Spending on the
Fiscal Deficit1) (trillion won)
1st Yr

2nd Yr

3rd Yr

Expenditures on
0.6620
Goods & Services
Net Capital Expenditures 0.8433
Transfers to Households 0.9223

0.5555

0.5584

0.6882
0.8890

0.6150
0.8823

Note: 1) Size of Effect(trillion won) =

Construction of Fiscal Policy Analysis Model in BOK Quarterly Macroeconometric Model (BOK12)

to each type of the government spend-

Yields on corporate bonds changes
slightly, reflecting the widening of the

The effect on consumer prices is

fiscal deficit following the increase in

0.015 percent for goods & services,

the government spending. The scale of

0.009 percent for net capital expendi-

this change is 0.0025%p for expendi-

tures, and 0.003 percent for transfers to

tures on goods & services, 0.0017%p for

households, being proportionate to the

net capital expenditure and 0.0014%p

size of the increase in GDP.

for transfers to households.

<Table 4> The Effect of an Increase
in Gov’t Spending on the CPI1)

(%)

<Table 6> The Effect on Corporate
Bonds Yields(AA-) of an Increase in
Gov’t Spending1)

(%p)

1st Yr 2nd Yr 3rd Yr Average
Expenditures on
0.020
Goods & Services
Net Capital Expenditures 0.003
Transfers to Households 0.003
Note: 1) Size of Effect(%) =

0.015 0.010

0.015

0.011 0.011
0.004 0.003

0.009
0.003

1st Yr 2nd Yr 3rd Yr Average
Expenditures on
0.0060 0.0015 0.0000 0.0025
Goods & Services
Net Capital Expenditures 0.0024 0.0023 0.0003 0.0017
Transfers to Households 0.0024 0.0014 0.0003 0.0014
Note: 1) Size of Effect(%) =
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(Multipliers by Government

characteristics and the correlation with

Spending Type)

private consumption is not clear statisti-

Based on the GDP ripple effect of the

cally owing to savings, repayment of

government spending, we calculate the

principal & interest and the dispersion

10)

spending multipliers . According to the

of payment times.

result, it is 0.927 for expenditures on

The spending multipliers calculated

goods & services, 0.651 for net capital

this time after reflecting the latest infor-

expenditure and 0.260 for transfers to

mation during the 2000s appear to be

households in the case of the short-term

generally lower than in previous studies.

multiplier (one year). In the case of

This is partly attributable to the differ-

long-term multiplier (3 years accumulat-

ence in estimation methods, but it indi-

ed), the rank order is the same as for the

cates a possibility that the influence of

short-term multiplier.

the government’s fiscal policy has gradually declined as the Korean economy’s

<Table 7> Spending Multipliers by Type
Transfers to
Households
Cumulative

1st Yr
2nd Yr
3rd Yr

0.260
0.358
0.388

Expenditure
on Goods &
Services

Net Capital
Expenditure

NonNonNonCumulative
Cumulative
Cumulative
Cumulative
Cumulative

0.260
0.098
0.031

0.927
1.397
1.503

0.927
0.470
0.106

0.651
0.981
1.197

0.651
0.330
0.216

When comparing the size of the
short-term spending multipliers to previous study results, the absolute and
comparative sizes of each spendings are
similar in general. The multiplier for
transfers to households appears smaller
than other spending types as in the previous study. This is largely attributable

capital accumulation progressed and the
degree of openness increased as pointed
out by Jinho Choi-Minkyu Son(2013).
<Table 8> Comparison of Spending
Multipliers(1 year) in Major Studies
BOK12 Kim.B.G1)Park, H.S2) OECD3) Ray
Fiscal (2011) (2006) (2009 Barrell et
al.(2012)
Model

Expenditures on
0.93 1.64
Goods & Services
Net Capital Expenditures 0.65 2.67
Transfers to Households 0.26 0.46

1.11

1.10

0.66

0.75
0.21

-

0.22

Note: 1) Caution is needed in interpretation as gov’t
consumption and gov’t investment in the national
accounts are employed in the estimation as
proxies for the government’s expenditures on
goods and services and capital expenditures
respectively.
2) From Macro-Fiscal Model of Korea Institute of
Public Finance(KIPF)
3) OECD Economic Outlook(2009.3)

to the fact that transfers to households
QUARTERLY BULLETIN / SEPTEMBER 2013
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include11) various items owing to its

Meanwhile, in case the proportion of

10) The government spending multiplier in this paper means the ratio () of an increase in accumulated
GDP during the relevant year or the 2~3 years to an increase in expenditure at a time when financial
input was made.
11) Transfers to households consist of compensation, rewards, reparations, medical expenses, annual payment, insurance, surrender value and miscellaneous loss.

among the beneficiaries of transfers to
households grows larger, there is a possibility that the multiplier of transfers to
households may expand. This is because

<Table 9> Cumulative Multipliers
of Transfers to Households Before &
After the Change in the
Propensity to Consume
1st Yr

2nd Yr

3rd Yr

Before change

0.260

0.358

0.388

After change

0.336

0.457

0.505

when the proportion of beneficiaries
from the low-income bracket with a
high propensity to consume is large,
even with the same volume of transfers,

As the demand for welfare expendi-

private consumption may increase more

tures is likely to increase in the future,

than the multiplier of the model, which

the share of transfers to households in

is based on the average propensity to

the total government spending is

To

expected to go up gradually. As seen

look into changes in the multiplier of

above, we should keep in mind that the

transfers to households arising from dif-

growth effect of transfers to households

ferences in the propensity to consume

may differ according to the propensity

of transfer beneficiaries, we carry out a

to consume by income bracket in ana-

simulation experiment, which adjusts

lyzing the effects of fiscal policy.

12)

consume of all income brackets.

the marginal propensity to consume in
the private consumption equation to an
average of 2 low quintiles. According to
the simulation experiment result, the

<Figure 4> Trend of Transfers to
Households1)
5

(trillion won)

(%)

20

short-term multiplier of transfers to

4

18

households rises from 0.26 to 0.34 and

3

16

the long-term multiplier from 0.39 to

2

14

1

12

0.51, showing increases of about 30 percent.
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members of low-income brackets

0

00 01 02 03 04 05 06 07 08 09 10 11

10

Note: 1) Consolidated Central Gov’t Fiscal Balance
Source : MOSF

12) According to the “2012 Household Trend Survey” publised by Statistics Korea, the average propensity
to consume(consumption expenditure/disposable income°ø100) of the five income quintile is as follows.
1st Quintile

2nd

3rd

4th

5th

Average

113.7

85.6

78.4

72.8

61.5

74.1
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3. Significance of Model’s
Construction

sion to each sector in the economy,
which is difficult to identify in a VAR
model or a simple small-scale model. On

The BOK12 Fiscal Model constructed

the other hand, it has disadvantages as a

this time is designed to formally analyze

simultaneous equation model such as

the influence of the fiscal policy on the

the lack of a micro-foundation for some

economy by adding a fiscal block while

of the behavioral equations and not

making the most use of the theoretical

being free from the Lucas criticism.

consistency and high explanatory power
of the BOK12, which has been rebuilt
from the BOK04.
The BOK12 is used to analyze the

Ⅳ.Conclusion

effects of major exogenous shocks on
the Korean economy, like other BOK

In this paper, we construct the

models. It is also used to draw a forecast

BOK12 Fiscal Model by adding a fiscal

path of the Korean economy. However,

block into the BOK12, the BOK macro-

as the fiscal sector is set roughly, there is

econometric model recently rebuilt

a limit to a more concrete analysis of the

from the BOK04, and calculate the fiscal

fiscal policy effect.

policy effects by spending type and fis-

Through the construction of the fiscal
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cal multipliers through the model.

policy analysis model this time, accord-

In case of a rise of 1 trillion won in

ingly, we include various sorts of fiscal

the government spending, real GDP(3-

variables including government rev-

year average), consumer prices (3-year

enues and their equations that were not

average), the fiscal deficit (3-year cumu-

considered in the BOK12 and subdivide

lative) and the yield on corporate bonds

government expenditure variables into

increase by 0.011~0.043%, 0.003~0.015%,

components which show higher correla-

0.558~0.882 trillion won and 0.0014~0.0025

tions with government consumption

of a percentage point, respectively. Mean-

and investment in the national

while, the short-term fiscal multiplier (1

accounts and also treat transfers to

year) by spending type is calculated to

households independently as an

stand at 0.927 for expenditures on

explanatory variable in the equation for

goods & services, 0.651 for net capital

private consumption.

expenditures and 0.260 for transfers to

Analysis through the BOK12 Fiscal

households.

Model has its advantage of capturing

The significance of the BOK12 Fiscal

the process of the fiscal policy transmis-

Model lies in its use for a more formal

erly reflect this channel of the private

economy by making the most use of the

sector expectation, an analysis using

BOK12’s theoretical consistency and its

Dynamic Stochastic General Equilibri-

high explanatory power, the elaborate

um Model(DSGE) is required.

measurement of the spending multipli-

Moreover, in a situation where the

ers by type, and as a groundwork for

central banks of U.S. and Japan and

analyzing the effect of the policy mix

other major advanced countries have

with the central bank’s monetary policy

kept interest rates low for a long period

in the future.

and economic agents’ expectations that

However, as the model is based on

the economy will remain in recession

the BOK12, a macroeconometric model,

for a long time are high, there is a possi-

it is subject to its limitations. For

bility that the fiscal policy effects may

instance, because being based on the

be much larger. To carry out the studies

past behaviors of economic agents, if

on these issues, various model

the relationship among variables break

approaches, including a non-linear

down or change owing to changes in

model and a DSGE model, should be

the external and internal economic

undertaken at the same time.

environments, then there is the prob-

Finally, the proportion of households

lem that the effectiveness of this analy-

under liquidity constraints in the econo-

sis could be lowered. Along with this,

my and the difference in the house-

owing to the characteristics of a linear

holds’ propensity to consume by

model, it cannot consider the asymme-

income bracket also serve as factors

try of fiscal policy effects over the state

affecting the fiscal policy effects. Accord-

of the economy and it also has a limit in

ingly, and an analysis of the microeco-

analyzing the influence of the private

nomic behaviors of households is need-

sector’s expectation about the change of

ed as well.

Construction of Fiscal Policy Analysis Model in BOK Quarterly Macroeconometric Model (BOK12)

analysis of the fiscal policy effects on the

the government’s policy. In particular, if
the economic agents’ expectation is
formed considering not only the current
regime of the government’s policy but
also the possibility of its being changed
in the future, the effects of the fiscal policy can be changed abruptly.13) To prop-

13) Sims(2011), “Statistical Modeling of Monetary Policy and Its Effects”, Prize Lecture for The Sveriges
Riksbank Prize in Economic Sciences in Memory of Alfred Nobel 2011, Stockholm University.
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To grasp the influence of the changes in the major exogenous variables, including call rate, exchange
rate, international oil price and global trade volume, on other economic variables, we carry out a policy simulation experiment. In the simulation experiment, we calculate what changes GDP, consumer price and
current account show if major exogenous variables increase or decrease compared to actual figures for
three years since the first quarter of 2009.

A. In case the call rate falls by 25bp from the actual figure
In the first year after a 25bp drop in the call rate, GDP increases by 0.05 percent, consumer prices rise
by 0.04 percent and the current account position worsens by some $240 million. After the fall in the call
rate, GDP rises until the sixth quarter and consumer prices until the eighth quarter.

The Effect of a 0.25% Call Rate Decrease on the Korean Economy1)

GDP(%)
CPI Inflation(%)
Current Account
(billion dollars)

1st Yr

2nd Yr

3rd Yr

Average

+0.05
+0.04

+0.09
+0.08

+0.12
+0.12

+0.09
+0.08

-0.24

-0.85

-1.29

-0.79

Note: 1) GDP, CPI Inflation :
Current Account :

Construction of Fiscal Policy Analysis Model in BOK Quarterly Macroeconometric Model (BOK12)

Appendix 1 Results of Policy Simulation in the BOK12

B. In case the won/dollar exchange rate goes up by 1%
In case that the won/dollar exchange rate goes up by 1 percent, in the first year GDP rises by 0.03 percent, consumer prices increase by 0.03 percent and the current account position improves by $730 million
owing to a hike in exports. GDP growth accelerates until the second year out, but the growth pace slows
down somewhat later as the pace of the expansion of demand is blunted by a rise in prices and imports.

The Effect of a 1% Increase in the Korean Won /US Dollar Exchange Rate
on the Korean Economy

GDP(%)
CPI Inflation(%)
Current Account
(billion dollars)

1st Yr

2nd Yr

3rd Yr

Average

+0.03
+0.03

+0.10
+0.05

+0.14
+0.07

+0.09
+0.05

+0.73

+1.21

+1.30

+1.08

C. In case the international oil price rises by 1%
In the event of the international oil price rising by 1 percent, in the first year GDP declines by 0.02 percent, whereas consumer prices rise by 0.01 percent and the current account worsens by some $610 million, in a movement centered on the goods account.
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The Effect of a 1% Oil Price Increase on the Korean Economy

GDP(%)
CPI Inflation(%)
Current Account
(billion dollars)

1st Yr

2nd Yr

3rd Yr

Average

-0.02
+0.01

-0.01
+0.02

-0.01
+0.02

-0.02
+0.02

-0.61

-0.75

-0.77

-0.71

D. In case the global trade volume expands by 1%
In case the global trade volume expands by 1 percent, in the first year out GDP rises by 0.52 percent,
consumer prices go up by 0.03 percent and the current account position improves by some $2.6 billion.

The Effect of a 1% World Trade Volume Increase on the Korean Economy

GDP(%)
CPI Inflation(%)
Current Account
(billion dollars)

1st Yr

2nd Yr

3rd Yr

Average

+0.52
+0.03

+0.68
+0.11

+0.73
+0.19

+0.64
+0.11

+2.55

+3.04

+2.95

+2.85

Appendix 2 List of Variables in the BOK12 Fiscal Model
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CALL

Call Rate

exogenous

CITAX

Corporate Income Tax

endogenous

CONTAX

Taxes on Goods&Services

endogenous

CPI

Consumer Price Index

endogenous

CUSTAX

Tariff

endogenous

DD

Domestic Demand(=PCP+GC+IME+IC)

endogenous

DEF

GDP Deflator

endogenous

DEFICIT

Fiscal Deficit

endogenous

EMPT

Number of Employees

endogenous

ERAV

Korean Won/US Dollar Exchange Rate

endogenous

ERJPUS

Japanese Yen/US Dollar Exchange Rate

exogenous

EXCH

ERAV / ERJPUS

endogenous

FD

Foreign Demand (=GXC+GXS)

endogenous

GMC

Import of Goods

endogenous

GNI

GNI

endogenous

HLOAN

Household Loans

endogenous

HPIP

Housing Purchase Price Index

endogenous

Building Construction

endogenous

ICSOC

Civil Engineering

endogenous

IISR

Statistical Discrepancy

endogenous

IME

Facilities Investment

endogenous

KOSPI

KOSPI

endogenous

M2

M2(Broad Money)

endogenous

NGC

Goverment Expenditures on Goods & Services

exogenous

NGS

Goverment Net Capital Expenditures

exogenous

OGEXPEN (=TGEXPEN-NGS-NGC-PTR)

exogenous

OGREVEN (=TGREVEN-PITAX-CITAX-CONTAX-CUSTAX-SCC)

exogenous

PCP

Private Comsumption

endogenous

PITAX

Individual Income Tax

endogenous

PTR

Transfers to Households

exogenous

RCB

Yield on Corporate Bonds(nominal)

endogenous

RDI

Real Disposable Income [=GNI-(PITAX-WTAX+PTR)/DEF*100]

endogenous

RRCB

Yield on Corporate Bonds(real)

endogenous

R_HLOAN

Error Correction Term of Household Loans

endogenous

R_ICBUILD Error Correction Term of Building Construction

endogenous

R_ICSOC

Error Correction Term of Civil Engineering

endogenous

R_IME

Error Correction Term of Facilities Investment

endogenous

R_PCP

Error Correction Term of Private Comsumption

endogenous

R_RCB

Error Correction Term of Yield on Corporate Bonds

endogenous

SCC

Net Social Security Contributions

endogenous

S2

2nd Quarter Dummy

exogenous

S3

3rd Quarter Dummy

exogenous

S4

4th Quarter Dummy

exogenous

TGEXPEN Total Gov’t Expenditure

endogenous

TGREVEN Total Gov’t Revenue

endogenous

UPM

Import Value Index

endogenous

WAGE

Nominal Wages

endogenous

WTAX

Taxes on Property

endogenous

XD

GDP

endogenous

XD1

GDP less Statistical Discrepancy (=XD-IISR)

endogenous

Construction of Fiscal Policy Analysis Model in BOK Quarterly Macroeconometric Model (BOK12)
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Appendix 3 Estimation Results of Equations in the BOK12
Fiscal Model14)
▶ Private Consumption(Long-Term)
LPCP = 5.837 + 0.684*LRDI - 0.064*S2 - 0.054*S3 - 0.067*S4 - 2.281*LRRCB + 0.142*LRHPIP
(1.799) (6.771) (-7.971) (-6.433) (-5.914)(-1.439)
(2.313)
+ 0.053*LRKOSPI - 0.047*D04010501
(2.335)
(-5.605)
R 2 = 0.973 D.W. = 1.166
▶ Private Consumption(Short-Term)
DPCP = 0.031 - 0.299*R_PCP(-1) + 0.260*DRDI- 0.054*DMRCONTAX - 2.141*DRRCB(-3) - 0.063*S2
(5.319) (-3.319)
(4.139)
(-2.243)
(-3.392)
(-6.731)
- 0.013*S3 - 0.025*S4 - 0.018*D03010401 - 0.003*D08040901 + 0.170*DRHLOAN
(-1.872) (-2.848)
(-5.571)
(-4.672)
(3.392)
R 2 = 0.903 D.W. = 1.704
▶ Government Consumption
LGC = 5.223 + 0.558*LRNGS + 0.074*S2 + 0.050*S3 + 0.021*S4
(8.709) (8.458)
(1.748)
(1.176)
(0.488)
R 2 = 0.619 D.W. = 1.748
▶ Building Construction Investment
LICBUILD = 0.719*LICBUILD(-1) + 0.400*LRHPIP + 0.084*LMRNGC + 0.0489*D00010804
(8.49)
(2.307)
(2.292)
(2.878)
- 0.054*D08010804 + 0.451*S2+ 0.222*S3 + 0.298*S4
(-2.361)
(16.964) (14.532) (18.679)
R 2 = 0.954 D.W. = 2.190
▶ Civil Engineering Investment
LICSOC = 6.951 + 0.262*LMRNGC - 0.090*D02010501 + 0.061*D08010904 + 0.465*S2 + 0.373*S3
(10.072) (3.342)
(-4.192)
(2.701)
(20.103) (15.838)
+ 0.621*S4
(27.104)
R 2 = 0.946 D.W. = 2.051
▶ Facilities Investment(Long-Term)
LIME = 1.366*LXD - 2.50*LRRCB - 0.176*LERAV - 0.0169*S2 - 0.020*S3 - 0.005*S4 - 0.183*LMRCITAX
(12.948) (-3.830)
(-3.020)
(-0.869)
(-1.023) (-0.215) (-3.275)
R 2 = 0.928 D.W. = 0.700
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14) In general, the “L” of each variable and the “D” mean the log change of the relevant variable and
difference of the log change variable, respectively. “R” and M” mean the real term of the variable
and the 2~6 quarter moving average, respectively. For instance, “LRHPIP” is the log of the HPIP in
real term and “DRHPIP” represents “RHPIP-RHPIP(-1).” “LMRNGC” refers to the log of the moving average RNGC in real term. Finally, DOOOOXXXX in equations means a dummy variable of
the period.

▶ Corporate Bond Yield(Short-Term)
DRCB = -0.011 + 0.266*DCALL - 0.215*R_RCB(-1) - 0.001*S2 - 0.002*S3 - 0.001*S4
(-2.707) (1.657)
(-2.894)
(-0.885) (-1.433)
(-0.692)
+ 0.001*MDEFICIT(-1),1)) + 0.011*D07040801
(2.868)
(3.699)
R 2 = 0.397 D.W. = 1.992
▶ Individual Income Tax
LPITAX = -22.889 + 1.279*L(WAGE*EMPT) + 0.365*S2 + 0.149*S3 + 0.143*S4
(-9.887) (13.601)
(6.004) (2.428) (2.318)
R 2 = 0.827 D.W. = 1.132
▶ Corporate Income Tax
LCITAX = -14.749 + 1.409*L(XD*G_DEF) - 0.342*S2 - 0.077*S3 - 0.719*S4
(-3.851) (6.194)
(-2.429)
(-0.544)
(-5.007)
R 2 = 0.541 D.W. = 2.450

Construction of Fiscal Policy Analysis Model in BOK Quarterly Macroeconometric Model (BOK12)

▶ Facilities Investment(Short-Term)
DIME = -0.184 + 0.877*DXD1(-1)) - 0.215*DEXCH - 1.004*DRRCB - 0.425*R_IME(-1) + 0.362*S2
(-6.889) (2.446)
(-2.929)
(-1.644)
(-3.231)
(5.295)
+ 0.105*S3 + 0.281*S4 - 0.080*DMRCITAX
(7.393)
(9.857)
(-1.738)
R 2 = 0.904 D.W. = 1.717

▶ Taxes on Goods & Services
LCONTAX = -7.56 + 1.019*L(DD*G_DEF) - 0.034*S2 - 0.146*S3 - 0.125*S4 - 0.024*D08040901
(-5.845) (13.208)
(-0.818) (-3.490)
(-2.987) (-3.260)
R 2 = 0.790 D.W. = 2.407
▶ Tariff
LCUSTAX = 1.172 + 0.599*LCUSTAX(-1) + 0.164*L(GMC*UPM) + 0.104*S2 + 0.008*S3 + 0.069*S4
(2.642) (6.242)
(3.604)
(2.722)
(0.201)
(1.778)
- 0.325*D0501 - 0.458*D0704
(-3.510)
(-4.926)
R 2 = 0.851 D.W. = 1.584
▶ Net Social Security Contributions
LSCC = -21.629 + 1.244*L(WAGE*EMPT) - 0.339*S2 - 0.439*S3 - 0.483*S4
(-12.031) (17.036)
(-7.182) (-9.237) (-10.053)
R 2 = 0.885 D.W. = 2.334
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Appendix 4 Historical Simulation of the BOK12 Fiscal Model
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Note: The blue line and the red line trace the actual performance of each variable and the forecast series generated by
historical simulation.

Ⅰ. Overview

[Table 1] Payment and Settlement
Trends, by Payment Instrument
(daily average)
Unit : millions of transactions, trillions of won, %

During the first half of 2013, the aver-

2012

age daily volume of settlements1) by
non-cash payment instruments stood at
48.2 million, for a total value of 304 trillion won. This represented increases of
9.5 percent in volume and 4.3 percent
in value from the same period of 2012.
The increase in volume was mainly

2013

%

4)
1st half 2st half 1st half Changes

Checks and Bills

2.0

1.7

1.5

-23.5

Checks and Bills via
1.4
Check Clearing System

1.1

1.0

-24.4

Presented Directly at

V Issuers’ Windows
O Electronic Bills
L
Funds Transfers
U
M Large-value
1)
E Payment System
Retail Payment
Systems2)

Payment cards, etc3)

0.7

0.6

0.5

-21.7

0.01

0.01

0.01

-8.0

15.7

16.4

16.6

6.3

0.0

0.0

0.0

5.3

15.6

16.4

16.6

6.3
14.0

26.3

28.5

30.0

attributable to rises in the use of credit

Total

44.0

46.6

48.2

9.5

and check cards, which served to offset

Checks and Bills

30.2

28.4

27.1

-10.0

Checks and Bills via
18.0
Check Clearing System

16.4

15.5

-14.1

Presented Directly at
Issuers’ Windows

11.6

11.2

-4.2

the continuation of decreases in settlements by checks and bills. The increase
in value was largely driven by increased
funds transfers through the Bank of
Korea Financial Wire Network (BOKWire+) and the electronic banking system, including Internet banking.

1) Payment instruments can be divided into cash
and non-cash instruments, including checks
and bills, funds transfers, payment cards, and
e-Money.

V
A Electronic Bills
L Funds Transfers
U Large-value
E Payment System1)
Retail Payment
Systems2)

Payment cards, etc3)
Total

11.7
0.4

0.4

0.4

6.4

260.1

268.0

275.5

5.9

222.0

230.2

236.1

6.4

38.1

37.9

39.4

3.3

1.7

1.8

1.8

2.8

292.0

298.3

304.4

4.3

Payment and Settlement Trends in the First Half of 2013

Payment and Settlement Trends
in the First Half of 2013

Notes : 1) Refers to the Bank of Korea Financial Wire Network
(BOK-Wire+).
2) Includes transfers via the Giro System, Electronic
Banking System, Interbank Funds Transfer (IFT)
System, Interbank CD/ATM System, Cash Management Service (CMS) System, Local Bank
Shared System, and B2B & B2C Electronic Commerce Payment Systems.
3) Includes credit cards, debit cards, check cards and
prepaid cards, E-money.
4) Refer to percentage changes compared with the
same period of the previous year (the same hereinafter).
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[Chart 1] Payment and Settlement
Trends, by Payment Instrument

[Table 2] Payment and Settlement
Trends, by Payment System
(daily average)

(daily average)

Unit : millions of transactions, trillions of won, %

<Volume>

2012

(millions of transactions) (millions of transactions)

35
30

3

25
20

2
15
10

1

0
‘10.1

0
‘11.1

‘12.1

13.1

V Retail Payment
O Systems
L Check Clearing
U System
M Giro System
E Interbank Shared
Networks

(trillions of won)

(trillions of won)

3

250

2

200

13.3

13.3

14.0

5.3

17.8

18.3

18.5

3.8

1.4

1.1

1.0

-24.4

5.2

5.7

5.5

5.7

11.2

11.5

11.9

6.4

17.8

18.3

18.5

3.8

230.2

236.1

6.4

56.3

54.4

55.1

-2.3

18.0

16.4

15.5

-14.1

0.9

0.9

1.0

6.3

37.4

37.1

38.6

3.2

278.3

284.6

291.2

4.6

V Systems
A Check Clearing
L System
U
Giro System
E

Interbank Shared
Networks

300

%

Large-value Payment 222.0
System
Retail Payment

<Value>
350

Large-value Payment
System1)

Total

5

2013

4)
1st half 2st half 1st half Changes

4

Total

Notes: 1) units: thousands of transactions

150
1

100

The volume of settlements by means

50
0
‘10.1

0
‘11.1

‘12.1

13.1

of all payment systems, excluding check
clearing system, increased. The value of
settlements over BOK-Wire+, the largevalue payment system, showed a high

Meanwhile, the average daily volume
2)

rate of increase and since the latter half

of settlements through the payment

of 2012 they have accounted for more

systems in the first half of 2013 stood at

than 80 percent by value through all

18.5 million, for a total value of 291 tril-

payment systems.

lion won. This represented increases of
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3.8 percent by volume and 4.6 percent
by value over the same period of 2012.

2) Comparing with the settlement volume by payment instrument, checks and bills presented at the
issuer’s window, payment cards (excluding debit cards) and e-Money are excluded from consideration
here, but cash payments and cash advances through the CD system are included.

terms to 1.5 million and 10.0 percent in

(daily average)

value terms to 27 trillion won, as com-

<Volume>

pared to the same period of the previous

(millions of transactions) (thousands of transactions)

20

14

year.
Of this, the average daily clearing of

12
15

10

cashier’s checks decreased markedly in
volume, led downward by 100,000-won

8
10
6

denomination checks, in line with the
increased uses of electronic payment

4

5

[Table 3] Checks and Bills Cleared1)

2

(daily average)

0
‘10.1

‘11.1

‘12.1

13.1

0

Unit : thousands of transactions, billions of won, %

2012

(trillions of won)

60

300

40

200

20

100

0
‘10.1

0
‘11.1

‘12.1

%

1st half 2st half 1st half Changes

<Value>
(trillions of won)

2013

Payment and Settlement Trends in the First Half of 2013

declined by 23.5 percent in volume

[Chart 2] Payment and Settlement
Trends, by Payment System

13.1

Cashier’s Checks

1,993

1,651

1,522

-23.7

Preset Value

1,901

1,572

1,438

-24.3

(100,000-won

1,611

1,325

1,195

-25.8

79.7

83.4

-9.4

24.6

21.0

-15.3

7.6

6.3

-19.5

2.3

2.0

-14.8
-8.0

V denomination)
O Non-Preset Value
92.1
L
Promissory Notes, etc.2) 24.8
U
7.9
M (Promissory Notes)
E (Current Account Checks) 2.3
(E-Bills)

5.9

6.3

5.5

Others3)

5.2

4.4

5.0

-2.8

Total

2,023

1,680

1,548

-23.5

Cashier’s Checks

3,296

2,812

2,847

-13.6

Preset Value

447

376

359

-19.6

(100,000-won
denomination)

161

132

120

-25.8

V
2,849 2,436 2,488
A Non-Preset Value
L Promissory Notes, etc.2) 23,495 22,894 21,822
U (Promissory Notes) 8,701 8,212 7,602
E
(Current Account Checks) 14,217 14,053 13,643

Ⅱ. Payment and
Settlement Trends,
by Payment Instrument
1. Checks and Bills
In the first half of 2013, the average
daily clearing of checks and bills

-12.7
-7.1
-12.6
-4.0

(E-Bills)

377

445

401

6.4

Others3)

3,360

2,740

2,473

-26.4

30,150 28,445 27,142

-10.0

Total

Notes : 1) Includes checks and bills cleared via the CheckClearing System, and those presented directly
at the issuance windows.
2) Includes current account checks, householdchecks, bills of exchange and e-bills.
3) Includes postal money orders, notices for call
fundsettlement, receipts for securities principal
and interest payments, etc.
Source: Korea Financial Telecommunications & Clearings
Institute (KFTC)
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[Chart 3] Checks and Bills Cleared

[Chart 4] Use of 50,000-won
denomination banknotes1) and
100,000-won cashier’s checks2)

(daily average)

<Volume>
5

(millions of transactions) (thousands of transactions)

25

4

20

3

15

50

(trillions of won)

(trillions of won)

40

0.4
0.3

30
0.2
20

10

2

0.1

10
1

5

0
‘10.1

‘11.1

‘12.1

13.1

0

<Value>
20

(trillions of won)

(billions of won)

0
‘11.1

0
‘12.1

13.1

Notes: 1) Outstanding amount of issuance at the end of the
month
2) Daily average value of settlement during themonth

800

automatic redemption through the call
15

600

transaction system of the BOK-Wire+
increased.

10

400

In the case of electronic bills, the
clearing amount increased by 6.4 per-

5

200

cent as there was a change in the bills
accepted as collateral for the BOK Aggre-

0
‘10.1

‘11.1

‘12.1

13.1

0

gate Credit Ceiling Loan changed from
the previous paper bills to electronic
bills.

instruments and 50,000-won denomination notes3). Cashier’s check clearing

2. Funds Transfers4)

also decreased in value terms, led by
non-preset value cashier’s checks.
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In the first half of 2013, settlements

The clearing of promissory notes

through funds transfers between finan-

including call bills decreased, as call

cial institutions marked increases of 6.3

transactions by financial investment

percent in volume to 16.6 million and

companies declined and the weight of

5.9 percent in value to 276 trillion won

3) 50,000-won denomination banknotes outstanding amounted to 37.2 trillion won as of the end of June
2013, up 29.0 percent from the 28.8 trillion won total at the end of June 2012.
4) Funds transfers take the forms of credit transfers and debit transfers. In the former, the payer requests a
bank to deposit the payment into the payee’s account, and in the latter, the payee makes a request to
the bank to withdraw funds from the payer’s account.

[Table 4] Payments via Funds Transfers
(daily average)

year.

Unit : thousands of transactions, billions of won, %

Settlement through credit transfers

2012

increased by 6.7 percent in volume and
5.9 percent in value from the first half of
2012. The growth in volume was attributable to the increased use of the Electronic Banking System, including Internet banking and Firm banking, while
that in value was attributable to a rise in

V
O
L
U
M
E

funds transfers through the large-value
payment system, BOK-Wire+.
In case of CMS credit transfers, settlements decreased sharply as some large
institutions converted the relevant
funds transfers to Firm banking, which
involves relatively low fees. The use of
the local bank shared system also
decreased steadily as a considerable proportion of it was replaced by the IFT system and electronic banking systems.
Settlements in the form of debit
transfers increased from the same period
of 2012 of 5.7 and 4.4 percent in volume and value, respectively, as the use
of Giro Direct Debits increased, led by
social insurance premium and telecommunication charges.

2013

%

4)
1st half 2st half 1st half Changes

V
A
L
U
E

Credit Transfers
9,173 9,602 9,790
BOK-Wire+
13
13
14
Retail Payment Systems 9,159 9,589 9,776
Giro Credit Transfers1) 1,636 1,807 1,566
Electronic Banking System 5,888 6,402 6,801
IFT System
397
390
376
CD/ATM System
834
870
904
CMS System2)
298
20
21
Local Bank Shared System 0.3
0.3
0.3
E-Commerce Payment 107
99
108
Systems3)
Debit Transfers
6,485 6,788 6,853
Giro Direct Debit4) 3,590 3,913 3,955
CMS Debit Transfer5) 2,896 2,874 2,898
Total
15,658 16,390 16,643
Credit Transfers
259,385 267,348 274,768
BOK-Wire+
221,988 230,179 236,141
Retail Payment Systems 37,397 37,170 38,627
Giro Credit Transfers1)
574
570
591
Electronic Banking 32,460 32,346 33,661
System
IFT System
3,583 3,580 3,682
CD/ATM System
628
632
652
CMS System2)
126
19
19
Local Bank Shared System 4.3
4.0
3.8
E-Commerce Payment 21
18
18
Systems3)
Debit Transfers
720
695
752
Giro Direct Debit4)
352
335
392
CMS Debit Transfer5) 368
361
359
Total
260,105 268,044 275,520

6.7
5.3
6.7
-4.2
15.5
-5.2
8.4
-93.0
-14.8
1.0
5.7
10.2
0.1
6.3
5.9
6.4
3.3
3.0

Payment and Settlement Trends in the First Half of 2013

from the same period of the previous

3.7
2.8
3.7
-85.1
-11.8
-14.7
4.4
11.6
-2.5
5.9

Notes: 1) Includes paper-based Giro Credit Transfers, Standing Orders and Direct Deposit Services.
2) Automatic transfer from a CMS customer’s payment
deposit account to a recipient’s deposit account on
the contract date.
3) B2B & B2C Electronic Commerce Payment System
of KFTC.
4) Automatic transfer from a payer’s deposit account
to a recipient’s deposit account on the contract
date, as a method of payment for example of electricity, telephone, insurance and payment card bills.
5) Similar to Giro Direct Debits, but through the separateCMS System, offering faster funds transfer services at relatively high handling fees.
Source : Korea Financial Telecommunications & Clearings
Institute
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Of the total, the daily average use of

3. Payment Cards

credit cards, which was concentrated on
On a daily average basis, payment

individual customers’ purchases of

card use in the first half of 2013 stood at

goods and services, reached 21.5 million

30.0 million for a value of 1.8 trillion

transactions by volume and 1.5 trillion

won, posting increase of 14.2 percent

won by value, marking increases of 8.9

and 2.8 percent in volume and value

percent and 2.2 percent in volume and

respectively, from the same period of

value, respectively, from the same peri-

the previous year, owing to the growth

od of 2012.
The average settlement amount using

of credit cards and check cards.

a credit card posted a low rate of
increase, influenced by sluggish private

[Table 5] Use1) of Payment Cards
(daily average)
Unit : thousands of transactions, billions of won, %

2012

2013

%

1st half 2st half 1st half Changes

Credit Cards

19,734 21,130 21,493

8.9

Purchases

19,371 20,776 21,159

9.2

V
Individuals
O
Corporations
L
U Cash Advances
M Check Cards
E Prepaid Cards2)

17,371 19,213 19,523

9.1

Debit Cards3)
Total

1,563

1,636

11.3

364

354

334

-8.1

6,385

7,227

8,387

31.4

130

115

106

-18.5

1.8

1.4

1.2

-33.8

26,251 28,473 29,987

14.2

Credit Cards

1,514

1,556

1,547

2.2

Purchases

1,302

1,353

1,352

3.8

957

1,008

1,005

4.9

345

345

348

0.8

211

203

194

-8.0

220

234

237

7.5

Prepaid Cards

4.6

4.1

3.7

-19.3

Debit Cards3)

0.1

0.1

0.0

-34.7

1,739

1,794

1,787

2.8

Individuals

V
Corporations
A
L Cash Advances
U Check Cards
E
2)
Total
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1,470

Notes: 1) Includes only authorized transactions.
2) Includes only cards issued by stand-alone card companies and banks.
3) Represents usage of KFTC’s EFT/POS system.
Sources: Stand-alone payment card companies, banks and
bank subsidiaries issuing payment cards,
KFTC(Korea Financial Telecommunications & Clearings Institute).

consumption and the credit card-regulatory policy.5) In case of cash advances,
particularly, the settlement amount contracted by 8.0 percent, affected by a
declining trend and some card companies’ abolition6) of the amortization of
cash advances.
The use of check cards continued its
buoyant upward trend, with the daily
average in the first half of 2013 reaching
8,390 thousand transactions for a value
of 237 billion won - increases of 31.4
percent and 7.5 percent, respectively,
from the same period of last year. The
sharp rise was chiefly attributable to
financial authorities’ strengthening of
standards on credit card issuance, the
encouragement of the use of check cards
with a credit facility (Hybrid card)7), the
blanket acceptance of the use of banks’

5) Supervisory authorities tightened regulations on issuance of credit cards in October 2012, including setting an individual credit rating limit(within grades 1~6) in the standards for credit card issuance
6) In April 2013, some card companies stopped amortization of cash advances for new customers. From
February 2014, all card companies plan to discontinue cash advances amortization.
7) Credit facility on the debit card is limited to 300,000 won.

card issuance and the implementation

for the check card issuance, policy sup-

(December 2012) of a measure to root

8)

port including tax incentives , and card

out unauthorized recruitment. The

companies’ aggressive promotion activi-

number of credit cards issued, accord-

ties.

ingly, decreased by 0.9 percent, from
116.4 million at end-June 2012 to 115.3
million (4.4 cards per member of the

[Chart 5] Use of Payment Cards

25

(daily average)

economically active population, 2.3

<Volume>

cards per person) as of end-June

(millions of transactions) (thousands of transactions)

250

2012.On the other hand, the number of
check cards issued increased by 8.2 per-

20

200

15

150

10

100

5

to 103.7 million as of end-June 2013.
[Table 6]

‘11.1

‘12.1

13.1

(trillions of won)

units : millions of cards, %

0

<Value>
(billions of won)

10

Card Issuance
(end of month)

50

0
‘10.1

2.0

cent from 95.9 million at end-June 2012

Payment and Settlement Trends in the First Half of 2013

accounts by stand-alone card companies

Jun.2013

%

Jun.2012

Dec.2012

Credit Cards

116.4

116.2

115.3

-0.9

Check Cards

95.9

99.1

103.7

8.2

Changes

Sources: Stand-alone payment card companies, banks
and bank subsidiaries issuing payment cards

8

1.5

6

Meanwhile, the average value per settlement of credit card(individuals’ pur-

1.0
4
0.5

2

chase of goods and services) and check
card during the first half of 2013 came
to 51,000 won and 28,000 won, respec-

0
‘10.1

‘11.1

‘12.1

13.1

0

tively. The downward trend of the card
use amount has continued as the use of
cards for the settlement of low-value e-

In case of the number of cards issued,

commerce transactions and at small-

the new issuance of credit cards

scale affiliated shops, including conve-

decreased owing to supervisory authori-

nience stores, is becoming more com-

ties’ tightening of standards. on credit

mon.

8) The current standard income deduction rate for credit card use is 15% as against 30% for check cards.
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[Chart 6]
Average value per settlement
70
60

58

od one year earlier.The low usage of e55

55

55

36

37

37

55

53

36

35

52

51

50
40

34

35

percent in volume terms and 45.4 percent in value terms from the same peri-

(thousands of won)
58

lion won. These figures were down 51.9

Money was attributable mainly to the
expansion both in the use of credit cards

32
28

30

and check cards for low-value transactions, and in that of credit cards having

20

concurrent transportation post-payment

10

functions and T-money, both of which

0

09.1H 09.2H 10.1H 10.2H 11.1H 11.2H 12.1H 12.2H 13.1H

compete with e-Money in the public
transportation card market.

The use of prepaid cards and debit
cards has been persistently declining.
The decreased use of prepaid cards was

[Table 7] Use of E-money1)
(daily average)
units : thousands of transactions, millions of won, %

2012

attributable to a substitution of demand
for gift cards, a kind of prepaid card, in
favor of various gift certificates, and
some card companies’ inactive promotion of the recruitment of new prepaid
card subscribers. In the case of debit
cards, their use has been on a steady

1st half

Volume
Value

2st half

2013

%

1st half

Changes

86

50

41

-51.9

102

63

56

-45.4

Notes: 1) e-Money, including K-cash, Mybi and Visacash,
can be used only up to the amount charged to
an IC card and solely in e-Money-affiliated
shops.
Source: Korea Financial Telecommunications & Clearings
Institute

decline as fewer shops accept them than
credit cards and the operating hours of
the debit card system are limited9), in
contrast to check cards, which share the
network with credit cards.

Ⅲ. Payment and Settlement
Trends by Payment
Systems

4. E-Money
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1. Large-value Payment System
The daily average use of e-Money
reached 41 thousand transactions in the

The daily average volume of domestic

first half of 2013, for a value of 60 mil-

currency funds settlement through

9) Debit cards can be used only during the operating hours of the debit card system, from 08:00 to 23:30.

[Table 8] Payments via BOK-Wire+
(daily average)

totaled 14 thousands transactions, for a

units : transaction, billions of won, %

total value of 236 trillion won. This rep-

2013
2012
%
1st half 2st half 1st half Changes

resented increases of 5.3 percent in volume and 6.4 percent in value over the
first half of 2012. This was attributable
to the fact that despite a reduction in
the net settlement amount, call settlement funds transfers (14.2% in volume,
11.3% in value) and securities settlement funds transfers (5.6% in volume,
20.0% in value), which account for a

V
O
L
U
M
E

[Chart 7] Payments via BOK-Wire+
(daily average)

<Volume>
(thousands of transactions)

18
15
12
9
6
3
0
‘10.1

‘11.1

‘12.1

13.1
V
A
L
U
E

<Value>
(trillions of won)

300
250
200
150
100
50
0
‘10.1

‘11.1

‘12.1

13.1

Funds transfers among 12,242
participants
Call Funds
1,527
(Call Transaction System) 1,518
(General Transfers)
8.4
Securities Funds
7,166
(DvP System)
5,965
(General Transfers)
1,201
Foreign Exchange Funds 836
(CLS System)
30
(General Transfers)
806
Customer Funds transfers 1,253
(Receiver-designated
820
funds transfers)
(General Transfers)
433
Net Settlements
249
Others
1,212
Funds transfers between 1,036
BOK and participants
Treasury Funds Transfers 977
BOK Loans and Discounts 22
Government and Public
37
Bond transactions 1)
Domestic Currency Funds 13,278
Transfers Total
Foreign Currency Funds
8.4
Transfers
Funds transfers among 209,344
participants
Call Funds
45,713
(Call Transaction System) 45,523
(General Transfers)
190
Securities Funds
66,990
( DvP System)
37,193
(General Transfers) 29,797
Foreign Exchange Funds 16,528
(CLS System)
2,505
(General Transfers) 14,023
Customer Funds transfers 30,696
(Receiver-designated 18,972
funds transfers)
(General Transfers) 11,724
Net Settlements
19,101
Others
30,316
Funds transfers between 12,644
BOK and participants
Treasury Funds Transfers 4,684
BOK Loans and Discounts 725
Government and Public 7,235
Bond transactions 1)
Domestic Currency Funds 221,988
Transfers Total
Foreign Currency Funds 253
Transfers2)

12,260 12,933

5.6

1,696
1,689
7.2
7,043
5,888
1,156
783
29
754
1,245

1,744
1,739
5.1
7,570
6,362
1,207
840
30
809
1,254

14.2
14.5
-38.8
5.6
6.7
0.5
0.5
1.8
0.4
0.1

823

815

-0.6

422
250
1,241

439
251
1,275

1.4
0.8
5.2

992

1,048

1.2

930
21

984
23

0.8
3.9

41

41

9.9

13,252 13,981

5.3

6.8

7.3

-12.1

217,645 223,083

6.6

50,638
50,424
214
72,781
42,358
30,423
15,350
2,187
13,163
29,761

50,891
50,669
223
80,400
48,090
32,310
16,432
2,361
14,072
30,951

11.3
11.3
17.2
20.0
29.3
8.4
-0.6
-5.8
0.3
0.8

18,847 18,992

0.1

10,914 11,959
18,585 13,733
30,530 30,676

2.0
-28.1
1.2

12,534 13,058

3.3

3,887
732

4,398
752

-6.1
3.7

7,915

7,908

9.3

230,179 236,141

6.4

277

272

Payment and Settlement Trends in the First Half of 2013

BOK-Wire+ in the first half of 2013

7.6

Notes : 1) Issuance and repayment of government bonds and
Monetary Stabilization Bonds, and government and
public bond repurchase agreement transactions
2) Unit : million dollars
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considerable portion of total funds

[Chart 8] OTC Repo Settlements

transfers, increased.
The increase in call funds settlement,
which occurred despite a reduction10) in
the volume of securities companies’ call
money, was mainly attributable to the
fact that asset management companies
expanded11) the supply of call loans as

(daily average)
35

(trillions of won)

30

(%)

100

76.4

76.8

81.1

85.3

86.9

80

25
20

52.7

60

45.3

15

40

call rates maintained a relatively high

10

level in a low-interest rate environment,

5

including the occurrence of the inver-

0

sion of short and long-term interest

Source : Bank of Korea, Korea Securities Depository

20

10.1H 10.2H 11.1H 11.2H 12.1H 12.2H 13.1H

0

rates, whereby call rates were higher
than the five-year Treasury bond yields.
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securities eligible for the DvP system at

Securities funds settlement increased

the end of February 2013, transactions

sharply owing to the the regulation on

began from April and the daily average

call market borrowings by financial

settlement amount in June came to 300

investment companies and the drive to

billion won, accounting for a mere 0.7

encourage the Repo market, including

percent of the total DvP system. Howev-

OTC Repo. Moreover, separate settle-

er, their transactions have been increas-

ment of the underlying securities

ing at a rapid pace, influenced by the

amounts of OTC Repo transactions

financial authorities’ policy support.12)

declined, and the proportion of DvP set-

Settlement of foreign exchange trans-

tlements through BOK-Wire+ expanded.

actions decreased as interbank foreign

In the case of electronic short-term

exchange transaction volume was some-

bonds, which were added to the list of

what reduced,13) with funds transfers

10) The Bank of Korea and the Financial Services Commission reduced the limit on the monthly average
call money outstanding on a gradual basis from May 2011 to strengthen the soundness of financial
investment companies. The limit has been kept at 25 percent of equity capital since July 2012.
11) The daily average volume of call loan supply by asset management companies came to 16.1 trillion
won in the first half of 2013, up 20.3 percent from the 13.4 trillion won recorded for the first half of
2012.
12) According to the “Enforcement Decree of the “Financial Investment Services and Capital Market Act”
which entered into effect from April 5, 2013, the conditions for the issuance of corporate bills were
strengthened, including the obligation of submission of a securities report, whereas the issuance of
electronic short-term bonds was encouraged, with securities report filling not being regarded for those
with a maturity of less than three months, and the easing of the limit on MMF investment in private
placements of electronic short-term bonds.
13) The interbank foreign exchange transaction volume came to 22.02 billion dollars during the first half
of 2013, a decrease of 2.5 percent from 22.58 billion dollars in the first half of 2012.

400

(billions of won)

(%)

[Chart 10] Securities Funds
transfer via DvP system
(daily average)
5

<Volume>
(thousands of transactions)

4

300

9
8

3
200
2
100

1

7
6
5
4
3

0

13.4

13.5

13.6

0

2
1
0
2011.1

2012.1

through the CLS system declining by
5.8 percent. Meanwhile, net settlement
between institutions participating in
transactions through the retail payment

<Value>
60

40

13.7 trillion won in value, reflecting a

30

reduction

in the bill clearing net set-

(trillions of won)

50

systems decreased by 28.1 percent to
14)

2013.1
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[Chart 9] Electronic Short term
Bonds Settlements via BOK-Wire+

20

tlement volume.
Funds transfers between participating
institutions and the BOK, including

10
0
2011.1

2012.1

2013.1

transactions of government and public
bonds, Treasury Funds Transfers and
BOK Loans and Discounts, increased by

2. Retail Payment Systems

3.3 percent from the same period of the
previous year to a daily average of 13.1

(Check Clearing System)

trillion won.

Daily clearing of checks and bills
through the check clearing system in
the first half of 2013 averaged 1.0 million transactions for a value of 15.5 trillion won. These figures represented

14) The daily average bill clearing net settlement volume came to 4.8 trillion won in the first half of 2013,
a decrease of 45.8 percent from 8.9 trillion won in the same period of the previous year.
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decreases of 24.4 percent in volume and

won in the first half of 2013, marking

14.1 percent in value from the same

increases of 5.7 percent and 6.3 percent,

period of the previous year.The decrease

respectively, from the same period of

in check and bill clearing volume was

the previous year.

attributable to a drop in the use of

The amount of Giro Credit Transfers

cashier’s checks, especially of the

amount stayed at a similar level to the

100,000-won denomination. The

same period of the previous year. On

decline in clearing value, meanwhile,

the other hand, the use of Giro Direct

was mainly owing to a decrease in the

Debits and Giro Direct Deposit Services,

volume of settlement of promissory

including wages and pensions, increased

notes, including call bills.

sharply.

[Table 9]

Payments via Check
Clearing System

[Table 10] Payments via Giro System
(daily average)

(daily average)

units : thousands of transactions, billions of won, %

units : thousands of transactions, billions of won, %

2012
1st half

V
O
L
U
M
E

V
A
L
U
E

Cashier’s checks
Preset value
(100,000-won
denomination)
Non-preset value
Promissory notes, etc1)
Others2)
Total
Cashier’s checks
Preset value
(100,000-won
denomination)
Non-preset value
Promissory notes, etc1)
Others2)
Total

2st half

2013

%

1st half

Changes

1,340
1,277

1,097
1,043

1,010
954

-24.6
-25.3

1,090

887

798

-26.8

63
18
5.2
1,363
2,566
293

54
17
4.4
1,119
2,167
243

57
15
5.0
1,030
2,171
234

-10.3
-17.5
-2.8
-24.4
-15.4
-20.3

109

89

80

-26.8

2,272 1,924 1,937
12,114 11,458 10,856
3,360 2,740 2,473
18,039 16,364 15,500

-14.7
-10.4
-26.4
-14.1

Notes: 1) Including current account checks, householdchecks and bills of exchange
2) Includes postal money orders, notices for call
fund settlement, receipts for securities principal
and interest payments, etc.
Source : Korea Financial Telecommunications & Clearings
Institute
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2012
1st half

2st half

V Credit transfers
1,140
O Direct debits1)
3,590
L
2)
174
U Standing orders
3)
Direct
deposit
services
313
M
E Total
5,225
Credit transfers

V
1)
A Direct debits
L Standing orders2)
U Direct deposit services3)
E Total

2013

%

1st half

Changes

1,323

1,067

-7.1

3,913

3,955

10.2

184

191

9.6

299

308

-1.4
5.7

5,720

5,521

374

378

375

0.1

352

335

392

11.6
12.7

47

52

53

152

140

163

7.1

925

905

984

6.3

Notes : 1) Automatic transfer from a payer’s deposit account
to a recipient’s deposit account on the contract
date, as a method of payment for example of
electricity, telephone, insurance and payment card
bills.
2) Automatic transfer on the contract date from a
customer’s deposit account to the deposit account
of a financial institution designated by that customer, used mainly for remittances of principal
and interest on loans and deposits into installment
savings accounts.
3) Lump-sum transfers from a payer’s deposit
account to the deposit accounts of a number of
recipients, for payment of wages or pensions.
Source : Korea Financial Telecommunications & Clearings
Institute

(Giro System)
Average daily transactions through

(Interbank Shared Networks)

the Giro System registered 5.5 million

The average daily figures for settle-

transactions for a value of 983.6 billion

ment through the interbank shared net-

3.7 percent in value terms. IFT System

11.9 million in volume and 39 trillion

use on the other hand decreased by 5.2

won in value, representing increases of

percent in volume, while rising 2.8 per-

6.4 percent and 3.2 percent, respective-

cent in value, as customer visits to

ly, over the same period of 2012.

issuer’s windows decreased with the
expanded use of the electronic banking
system while the average value per

[Table 11] Payments via Interbank
Shared Networks

transaction

(daily average)
units : thousands of transactions, billions of won, %

2012
1st half

V
O
L
U
M
E

%

1st half

Changes

5,888

6,402

6,801

15.5

(Internet banking)

2,961

3,133

3,385

14.3

(Firm banking)

1,698

2,035

2,149

26.6

IFT System

an

upward

trend.The average daily figures for settlement through the interbank CD/ATM
system increased by 6.2 percent in vol-

Electronic Banking
System

ume and 3.9 percent in value from the
first half of 2012.

397

390

376

-5.2

CD/ATM System

1,630

1,685

1,731

6.2

CMS System

3,194

2,895

2,919

-8.6

through the e-commerce payment sys-

Local Bank Shared
System

0.3

0.3

0.3

-14.8

tem including B2B settlements increased

E-commerce Payment
System

107

99

108

1.0

by 1.0 percent in volume, but decreased

1.8

1.4

Meanwhile, the figures for settlement

1.2

-33.8

by 14.7 percent in value. CMS system

Total

11,218 11,472 11,936

6.4

Electronic Banking
System

use decreased in both volume and value

32,460 32,346 33,661

3.7

(Internet banking)

16,988 16,743 17,051

0.4

(Firm banking)

12,018 12,251 13,096

9.0

EFT/POS System

V
A
L
U
E

2st half

2013

showed

IFT System

3,583

3,580

3,682

CD/ATM System

792

800

823

3.9

CMS System

495

380

378

-23.6

Local Bank Shared
System

4.3

4.0

3.8

-11.8

E-commerce Payment
System

21

18

18

-14.7

0.1

0.1

0.0

-34.7

37,355 37,128 38,567

3.2

EFT/POS System
Total

Payment and Settlement Trends in the First Half of 2013

works in the first half of 2013 reached

terms as the volume of credit transfers
declined sharpy.

2.8

Source : Korea Financial Telecommunications & Clearings
Institute

Ⅳ. Developments in
Payment and
Settlement Systems
To enhance safety and efficiency of
the payment and settlement system, the

Breaking this down by individual sys-

Bank of Korea devoted itself to improv-

tem, the use of the electronic banking

ing the relevant systems throughout the

system including Internet banking and

first half of 2013.

Firm banking, the largest in terms of set-

First of all, as the “Act on the Issuance

tlement volume and value, saw increas-

and Registration of Electronic Short-

es of 15.5 percent in volume terms and

term Bonds” went into effect on Jan. 15,
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2013, the Bank of Korea built a relevant

tory (TR), in a report titled “Major Glob-

system of the BOK-Wire+ to allow elec-

al Discussions and Future Tasks related

tronic short-term bond funds to be han-

to Financial Market Infrastructure

dled safely on a DvP basis and offered

Reform,” in an attempt to contribute to

this service from February 28.

the seamless implementation of global

In cooperation with Korea Financial
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financial reforms in Korea.

Telecommunications & Clearings Institute

Meanwhile, the Bank of Korea and

and financial institutions, the Bank of

relevant institutions, including the

Korea held a public demonstration to

Financial Services Commission, jointly

introduce a variety of instances of mobile

undertook the checking of the global

financial services-using including mobile

implementation of the “Principles for

banking and mobile credit cards based on

Financial Market Infrastructures (PFMI)”

the “Financial MicroSD Standard” enacted

established jointly by the CPSS and the

by the Committee on Financial Informati-

International Organization of Securities

zation Promotion(Chairman: Senior

Commissions (IOSCO) on April 16,

Deputy Governor of the BOK) in October

2012. In the Level 1 simultaneous

2012. Along with this, it pushed for the

check, which monitors whether or not

standardization of braille marking to

the 28 Financial Stability Board (FSB)

help visually handicapped people use

member countries have reflected the

CD/ATMs more easily.

PFMI in their national legal and regula-

Though the “Payment and Settle-

tory framework, the Bank of Korea con-

ment Systems Report” published in

tributed to publishing 15) the final

March 2013, in a bid to deepen under-

report by taking the initiative in self

standing of the payment and settlement

appraisal. Since February 2013, it has

system and enhance transparency of its

also been monitoring whether the pay-

operation, it set out major global issues

ment settlement system, including the

and tasks related to financial market

BOK-Wire+ and CCP, observes the PFMI

infrastructure reform, Korean payment

through participation in the Financial

and settlement trends and the status of

Sector Assessment Program (FSAP) of the

settlement risk and the policy initiatives

IMF/World Bank.

to strengthen safety and efficiency. In
particular, it presented the results of its

<Manager Yoon Tae-kil and Deputy

research studied, including that of the

Manager Ko Hye-young, Payment Sys-

central counterparty (CCP) clearing of

tems Stability Team, Payment & Settle-

OTC derivatives transactions and the

ment Systems Department>

reporting obligation to the Trade Reposi-

15) CPSS(http://www.bis.org/publ/cpss111.htm) and IOSCO(http://www.iosco.org/news/pdf/IOSCONEWS293.pdf)
published the⌜Implementation Monitoring of PFMIs - Level 1 Assessment Report⌟on Aug. 12, 2013.

Appendices

Monetary Policy Decisions
July ~ September 2013

Monetary Policy in July 2013

tic demand have alternated between
improvement and worsening. On the

The Monetary Policy Committee of

employment front, the increase in the

the Bank of Korea decided today to leave

number of persons employed has acceler-

the Base Rate unchanged at 2.50% for the

ated, centering around the 50-and-above

intermeeting period.

age group and the service sector. The
domestic economy is expected to main-

Based on currently available informa-

tain a negative output gap for a consider-

tion, the Committee considers the mod-

able time going forward, due mostly to

erate economic recovery in the US to

the slow recovery of the global economy,

have been sustained but the sluggishness

although the Committee forecasts that

of economic activities in the euro area to

the gap will gradually narrow.

have continued, while economic growth
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in emerging market countries such as

Consumer price inflation was 1.0% in

China has slowed somewhat. The Com-

June, the same as in May, as the prices of

mittee expects the global economy to

agricultural, livestock, fisheries and petro-

sustain its modest recovery going for-

leum products continued their declines

ward, but judges that the uncertainties

of the previous month and as service

related for instance to the possibility of

prices maintained their low rate of

an earlier-than-expected tapering off of

increase. Core inflation excluding the

US quantitative easing and of a slow-

prices of agricultural and petroleum prod-

down in Chinese economic growth, and

ucts declined slightly to 1.4%, from 1.6%

to the implementations of fiscal consoli-

in May, owing primarily to an increase in

dation in major countries, remain as

the extent of decline in the prices of live-

downside risks to growth.

stock products. The Committee forecasts
that inflation will show a stable trend for

In Korea, the Committee appraises

the time being as the output gap remains

economic growth to be continuing,

negative, although it will rise above its

albeit weakly, as exports have been gener-

present level due mainly to a base effect

ally favorable while indicators of domes-

from its low rate of increase in the second

Monetary Policy in August 2013

those in Seoul and its surrounding areas
declined, while those in the rest of the
country continued their slight uptrend.

The Monetary Policy Committee of
the Bank of Korea decided today to leave
the Base Rate unchanged at 2.50% for the

In the domestic financial markets, as

intermeeting period.

Monetary Policy Decisions

half of last year. As for housing prices,

in the international financial markets,
the volatility of price variables has

Based on currently available informa-

increased with the possibility of an earli-

tion, the Committee considers the mod-

er-than-expected tapering off of US quan-

erate economic recovery in the US to

titative easing. Stock prices have fallen

have been sustained but the sluggishness

substantially due to outflows of foreign-

of economic activities in the euro area to

ers’ stock investment funds, while long-

have continued, while economic growth

term market interest rates have risen in

in emerging market countries such as

concert with those of major economies.

China has slowed somewhat. The Com-

After having depreciated greatly, the

mittee forecasts that the global economy

Korean won has appreciated to a consid-

will sustain its modest recovery going for-

erable extent.

ward, helped primarily by improvements
in the US economy, but judges that the

Looking ahead, while closely monitor-

possibilities of changes in global financial

ing the trends and the influences of

market conditions related to the exit

changes in external risk factors, and the

strategy of the US Federal Reserve, and of

effects of May’s Base Rate cut and of the

a slowdown in Chinese economic

government’s economic policies includ-

growth, and the uncertainties surround-

ing the supplementary budget, the Com-

ing the implementations of fiscal consoli-

mittee will conduct monetary policy so

dation in major countries, remain as

as to keep consumer price inflation with-

downside risks to growth.

in the inflation target range over a medi-

In Korea, the Committee appraises

um-term horizon while ensuring that the

economic growth to be continuing, albeit

growth potential is not eroded due to the

moderately, mainly led by exports. On

continuation of slow growth.

the employment front, the increase in
the number of persons employed has
accelerated, centering around the 50-andabove age group and the service sector.
The Committee expects that the domes-
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tic economy will maintain a negative

risen due to a shift to net inflows of for-

output gap for a considerable time going

eigners’ stock investment funds, have

forward, although it forecasts that the

fallen back somewhat recently and the

gap will gradually narrow.

Korean won has appreciated.

Consumer price inflation rose to 1.4%

Looking ahead, while closely monitor-

in July, from 1.0% the previous month,

ing the trends and the influences of

as the prices of agricultural and livestock

changes in external risk factors, and the

products as well as petroleum products

effects of the Base Rate cut and of the

turned upward, and core inflation

government’s economic policies includ-

excluding the prices of agricultural and

ing the supplementary budget, the Com-

petroleum products increased slightly to

mittee will conduct monetary policy so

1.5%, from 1.4% in June. The Committee

as to keep consumer price inflation with-

forecasts that inflation will show a stable

in the inflation target range over a medi-

trend for the time being as the output

um-term horizon while ensuring that the

gap remains negative, although it will rise

growth potential is not eroded due to the

above its present level due mainly to

continuation of slow growth.

imbalances in agricultural product supply
and demand caused by bad weather and
to a base effect from its low rate of
increase in the second half of last year. As

Monetary Policy in September
2013

for housing prices, those in Seoul and its
surrounding areas sustained their down-

The Monetary Policy Committee of

trend, while those in the rest of the coun-

the Bank of Korea decided today to leave

try continued their uptrend.

the Base Rate unchanged at 2.50% for the
intermeeting period.

The domestic financial markets have
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generally stabilized with the easing of

Based on currently available informa-

concerns about an earlier-than-expected

tion, the Committee considers that the

tapering off of US quantitative easing.

moderate economic recovery in the US

Long-term market interest rates have

has been sustained and that economic

risen modestly, primarily on improved

activities in the euro area appear to be

global economic indicators, after having

emerging from their sluggishness to some

declined in concert with those of major

degree, but that trends of economic

economies. Stock prices, after having

growth in emerging market countries

the time being despite an increase in

The Committee forecasts that the global

international oil prices, owing primarily

economy will sustain its modest recovery

to the inflation reducing effects of poli-

going forward, helped primarily by

cies such as free childcare provision and

improvements in the US economy, but

to the downward stabilization of interna-

judges that the uncertainties surrounding

tional agricultural prices. As for the hous-

the scale of QE tapering by the US Federal

ing market, sales prices in Seoul and its

Reserve and the implementations of fiscal

surrounding areas maintained their

consolidation in major countries, the

downtrend while the uptrend of those in

financial instability in some emerging

the rest of the country slowed. The

economies, and the geopolitical risk in

increase in leasehold-deposit prices in

the Middle East remain as downside risks

Seoul and its surrounding areas mean-

to growth.

while accelerated, and the uptrend in

Monetary Policy Decisions

have differed from country to country.

these prices in the rest of the country
In Korea, the Committee appraises the

continued.

moderate economic growth to be continuing, with exports and consumption

In the domestic financial markets,

improving. On the employment front,

despite the heightened volatility in the

the scale of increase in the number of

international financial markets and the

persons employed has expanded in line

instabilities in the financial and foreign

with increases in the 50-and-above age

exchange markets of some emerging

group and the service sector. The Com-

economies, stock prices have risen and

mittee expects that the domestic econo-

the Korean won has appreciated, due

my will maintain a negative output gap

mainly to the net inflows of foreigners’

for a considerable time going forward,

stock investment funds. Long-term mar-

although it forecasts that the gap will

ket interest rates have fluctuated within a

gradually narrow.

relatively narrow range.

Consumer price inflation declined

Looking ahead, while paying close

slightly to 1.3% in August, from 1.4% the

attention to developments in and the

previous month, and core inflation

influences of external risk factors, and

excluding the prices of agricultural and

monitoring the effects of the Base Rate

petroleum products also fell slightly to

cut and of the government’s economic

1.3% from 1.5%. The Committee fore-

policies including the supplementary

casts that inflation will remain low for

budget, the Committee will conduct
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monetary policy so as to keep consumer
price inflation within the inflation target
range over a medium-term horizon while
ensuring that the growth potential is not
eroded due to the continuation of slow
growth.
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Organization of the Bank of Korea
(As of September 2013)

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

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
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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

Other Papers

Press Releases
Governor’s Message
Introduction
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Organization
Function
About BOK

Releases & Publications
The Bank of Korea Act
Location
The Bank of Korea CI

Monthly
Quarterly
Semiannual
Annual

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
Title

Contents

Frequency

Dissemination
Type*

Major national economic statisMonthly Statistical
Bulletin

tics covering money and banking, prices, balance of payments,

Monthly

P, B

foreign trade, industry, employment, national accounts, etc.
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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.
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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.

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-

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
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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
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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.

Titles of Articles Appearing in Monthly Bulletin*
October2012 ~ September 2013
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
December 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
January 2013
◇⃞ Testing Uncovered Interest Parity in Korea and Its Implications
◇⃞ Price Trends in 2012
◇⃞ Financial and Foreign Exchange Market Trend in 2012
February 2013
◇⃞ Analysis and Implication of Relationship between Trade Finance and Exports
◇⃞ Details of Major Revisions of Financial Legislation in 2011
March 2013
◇⃞ Analysis of Relationship between Current Uncertainty and Consumption
◇⃞ Analysis and Implications of Industry specific Factors Causing Changes in Production
since the Global Financial Crisis
◇⃞ Payment and Settlement Trends in 2012
◇⃞ Balance of Payments in 2012
April 2013
◇⃞ Uncertainty of GDP Gap Estimation and Moneytary Policy
◇⃞ National Accounts in 2012
May 2013
◇⃞ Analysis of FDI Flows to Major Asian Emerging Market Countries
◇⃞ Flow of Funds in 2012

* Published in Korean and English(Summary only)

69

June 2013
◇⃞ Report on the Construction of a Fiscal Model Based on the Bank Quarterly
Macro-econometric Model (BOK12)
◇⃞ 2012 International Investment Position by Region and Currency
July 2013
◇⃞ Impact on Financial Stability of Changes in the Pattern of Credit-specialized Financial
Companies’ Fund Raising and Fund Operations
◇⃞ The Retail Payment System and the Role of the Central Bank
◇⃞ The Current World Economic movements and Future Outlook
August 2013
◇⃞ Analysis of Exchange Rate Pass-through into Export Prices: A Cost Side Approach
◇⃞ Relationship between Financial Stability and Banking Sector External Debt in Emerging
Market Countries
◇⃞ Payment and Settlement Trends in the First Half of 2012
September 2013
◇⃞ Impact of Inflation on Real Investment
◇⃞ Balance of Payments in the First Half of 2013

QUARTERLY BULLETIN / September 2012

70

Titles of Articles Appearing in Quarterly Bulletin
June 2010 ~ June 2013
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
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

71

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.)
December 2012
◇⃞ Current Economic and Financial Movements
◇⃞ The Impact of Uncertainty on Economic Growth in Korea
◇⃞ Flow of Funds in the First Half of 2012(preliminary)
◇⃞ Summary of Financial Stability Report
March 2013
◇⃞ Current Economic and Financial Movements
◇⃞ Korea’s Capital Flow pattern after Capital Liberalization
◇⃞ Analysis of Price Trends in 2012
◇⃞ Payment and Settlement Trends in 2012
June 2013
QUARTERLY BULLETIN / September 2012

72

◇⃞ Current Economic and Financial Movements
◇⃞ The Current Status of Korea’s Household Income and Its Implications
◇⃞ Flow of Funds in 2012 (Tentative)
◇⃞ Summary of Financial Stability Report

