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Current Economic and Financial Developments

Economic Developments
Economic Growth
In the fourth quarter of 2015, the real GDP growth
rate recorded 0.7%, having decreased from 1.2% in
the previous quarter because of sluggish investment
despite good private consumption.
<Chart 1>

Real GDP Growth Rates

Final consumption expenditure increased by
1.3% on a quarter-on-quarter (QoQ) basis. Private
consumption recorded a 1.4% QoQ increase mainly
because of increased purchases of durable goods,
such as cars 1), and quasi-durable goods, such as
clothing, with the backing of the government’s
successive policy efforts to stimulate consumption2)
while government consumption achieved a 1.0%
QoQ increase caused by goods expenditure.
Facilities investment recorded a 0.5% QoQ
increase. Investment in transportation equipment was
brisk due to the reduction in individual consumption
taxes, while machinery investment was pushed down
by increased uncertainty over external conditions.
Construction investment decreased by 2.4% on
a QoQ basis. The growth momentum of building
construction was dampened by a reflex effect caused
by the steep increases and decreases in home sale
transactions and worsening weather conditions3), and
engineering construction fell by a large margin.

Source : Bank of Korea 「National Accounts」

<Table 1> 			

Growth Rates by Component of Expenditure1)
(Unit : percent)

2015 p

2014
Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

GDP

3.3

1.1

0.6

0.7

0.3

2.6

0.8

0.4

1.2

0.7

Final consumption expenditure

2.0

0.4

-0.1

0.9

0.3

2.4

0.8

0.1

1.2

1.3

(Private consumption)

1.7

0.4

-0.3

0.7

0.3

2.2

0.8

-0.1

1.1

1.4

(Government consumption)

3.0

0.5

0.8

1.9

0.1

3.4

0.5

0.9

1.3

1.0

Gross fixed capital formation

3.4

1.7

1.0

-0.3

-1.4

3.8

3.1

1.0

2.2

-0.9

(Facilities)

6.0

-1.1

1.3

0.3

3.5

5.3

0.5

0.8

1.8

0.5

(Construction)

1.1

3.3

1.1

-0.8

-4.9

3.9

5.5

1.8

3.3

-2.4

(Intellectual property products)

5.4

2.0

0.0

0.0

-0.1

1.5

1.7

-0.6

0.3

0.7

Exports of goods and services

2.0

0.8

1.1

-1.5

0.3

0.8

0.6

-0.1

-0.3

2.1

Imports of goods and services

1.5

-1.6

0.8

-0.1

0.4

3.2

0.9

0.4

1.4

3.2

Notes : 1) Compared with the preceding period.
2) p : preliminary
Source : Bank of Korea 「National Accounts」
1) In the fourth quarter of 2015, the sales volume of car amounted to 465,000, reaching an all-time high.
2) The government implemented a temporary reduction in individual consumption taxes at the end of August 2015 and held large-scale discount events, such as “Korean Black
Friday” and “K-Sale Day.”
3) In November 2015, precipitation reached as high as 128.2mm, which was 2.7 times more than the average rainfall, and the number of rainy days was 15.1, the highest since 1973.
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Investment in intellectual property products
recorded a 0.7% QoQ increase, backed mainly
by software. The exports and imports in goods
and services rose by 2.1% QoQ and 3.2% in the
fourth quarter. Chemical products and mobile
phones contributed to the increase of exports while
petroleum, chemical products, and transportation

Amid favorable employment and wage trends,
consumption is expected to show a modest upward
trend as a result of the government’s continuous
efforts to promote consumption. However, as the
effects of the consumption-stimulating government
policy that was implemented in the latter half of last
year begin to weaken, the upward momentum of
<Chart 2>

Consumer Sentiment Index

equipment enlarged imports.
By industry, the manufacturing industry’s GDP
rose slightly by 0.7% on a QoQ basis, driven
mainly by petroleum and chemical products and
semiconductor products. Service industries’ GDP
edged up by 0.7%, led by the wholesale and retail,
food and accommodation, and health and social
welfare industries. The construction industry’s GDP
increased by 0.7%, backed by the construction of
residential buildings, and the electricity, gas and
water industries saw their GDP increase by 0.8%
due to the greater volume and efficiency of nuclear
power generation. The agricultural, forestry, and
fisheries industries’ GDP, however, began declining,
recording a decrease of 2.6% caused by reduced fish
catches in Korea’s coastal waters.
In the future, the Korean economy is expected
to maintain its recovery momentum in line with
growing consumption, but after taking into account
the external economic conditions, uncertainty over
its growth course seems high. In particular, there
is considerable uncertainty regarding the oil price
trend, monetary policies of major countries, and
global economic flows.
<Table 2>

107
105
100
98

16.1

Source : Bank of KoreaConsumer Survey

consumption will be dampened temporarily.
Facilities investment is expected to be sluggish
for the time being, as investment sentiment among
companies has worsened amid the increased
uncertainty over economic conditions.
Investment in the IT sector is expected to fall, due
largely to a decrease in investment in semiconductor
manufacturing despite a slight increase in investment
in next-generation displays. However, investment
in non-IT sectors is anticipated to show a modest
increase, backed mainly by the automobile
manufacturing industry4) despite sluggish investment

Growth Rates of Economic Activity by Sector1)

(Unit : percent)
		
2014
2015p
Year
Year
Ⅰ
Ⅱ
Ⅲ
Ⅳ
Ⅰ
Ⅱ
Ⅲ
Ⅳ

Agriculture, forestry & fishing

3.6

-1.6

-0.4

1.6

1.7

-1.5

3.7

-11.0

4.7

-2.6

Manufacturing

3.5

1.8

1.0

-0.7

-0.2

1.3

0.4

0.9

0.4

0.7

Electricity, gas & water supply

2.6

-1.4

-1.1

2.9

3.0

6.2

-0.8

0.8

5.5

0.8

Construction

0.8

1.9

0.1

-0.2

-2.1

3.0

1.8

-0.1

5.5

0.7

Services

3.3

0.9

0.4

1.2

0.7

2.8

0.7

0.2

1.1

0.7

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

4) Hyundai Motor Group plans to invest approximately KRW 11 trillion in electric vehicles and KRW 2 trillion in smart cars by 2018.
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Construction investment is forecasted to maintain
its positive momentum because of the increase in
the number of new buildings under construction and
the government’s early spending of its fiscal budget.
However, the decrease in home sales transactions
may lead to slower growth of the construction
investment.

Investment in intellectual property products is
expected to continue its gradual upward trend. The
increase in R&D investment is likely to be restrained
by the low performance of companies, while
investment in other intellectual property products
is expected to maintain its upward momentum,
backed by the government’s placement of large
orders for software and the private sector’s increased
investment in new industries, such as Fintech.

<Chart 3>

<Chart 4>

in the steel and petrochemical industries.

68

Worldwide Semiconductor
Capital Spending

(km2)

50

(billion US dolloars)

(%)

Total(left)
Growth Rate(right)

Construction of New Buildings
16

40
12

64

30

8
60

Construction of New Buildings

4

20

0

10

56
-4
52

2013

2014

e)

2015

0
14.1/4

-8

3/4

15.1/4

3/4

Source : Ministry of Land, Infrastructure and Transport

2016

Source : Gartner

<Table 3>

Employment-related Indicators

(Units : thousand pesons,percent)
		

2014

2015

2016

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Year

26,536

26,432

26,436

26,595

26,681

26,913

(Participation rate)

62.4

62.4

62.3

62.5

62.5

62.6

62.7

62.4

62.5

62.7

62.9

Unemployment level

937

924

951

928

943

976

975

1,013

976

937

1,023

3.5

3.6

3.5

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Jan.~Feb.

27,055

27,196

<S.A.>
Labor force

(Unemployment rate)
Employment level1)
(Employment rate)

3.5

26,845 26,806 26,946

3.5

3.6

3.6

3.8

3.6

3.5

3.8

25,599

25,508 25,485 25,668

25,738

25,936

25,869

25,793

25,971

26,119

26,173

(533.0)

(196.4)

(-23.0)

(182.9)

(70.2)

(336.9)

(131.5)

(-76.0)

(177.2)

(148.2)

(54.0)

60.2

60.2

60.0

60.3

60.3

60.3

60.4

60.0

60.3

60.5

60.5

26,584

<Non S.A.>
26,536

25,945

26,767

26,810

26,622

26,913

26,356

27,140

27,166

26,989

(Participation rate)

Labor force

62.4

61.3

63.1

63.0

62.4

62.6

61.5

63.2

63.0

62.5

61.5

Unemployment level

937

1,031

977

884

854

976

1,089

1,042

929

845

1,152

(Unemployment rate)

3.5

4.0

3.7

3.3

3.2

3.6

4.1

3.8

3.4

3.1

4.3

25,599

24,913

25,790

25,927

25,767

25,936

25,267

26,098 26,237

26,143

25,432

(533.0)

(729.4)

(463.7)

(516.5)

(421.9)

(336.9)

(353.9)

(308.1)

(309.8)

(375.9)

(281.0)

60.2

58.8

60.8

60.9

60.4

60.3

59.0

60.7

60.9

60.5

58.8

Employment level2)
(Employment rate)

Notes : 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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Employment and Wages

<Chart 6>

In the fourth quarter of 2015, the number of
employees (after seasonal adjustment) increased by
148,000 on a QoQ basis, mainly as a result of the
government’s job creation policy, and by 376,000
on a year-on-year basis (YoY). In particular, the
extent of the increase in the fourth quarter of 2015
exceeded the 310,000 increase recorded in the third
quarter of the same year.
By industry, while the number of employees
<Chart 5>

Number of Employed

(yoy, ten thousands)

190

Number of Employed by Industry

(SA,ten thousands)
15

14

180
175
170
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12

11

160

10

Source : Statistics KoreaEconomically Active Population Survey

By employment type, the number of wage laborers
increased by 147,000, with increases in the number
of regular and temporary employees of 158,000 and
68,000, respectively. On the other hand, the number
of non-wage laborers decreased by 44,000, led
mainly by a drop of 30,000 in the number of selfemployed workers.

increased by 129,000 in the service industries and
9,000 in the manufacturing industries, it fell by
34,000 in the agricultural and fisheries industries
and 18,000 in the construction industry. Overall,
the service industries showed an increase in the
number of employees. Specifically, the number
of employees rose by 49,000 in the health and
social welfare services industries, by 43,000 in the
public administration, defense, and social security
administration industries, and by 34,000 in the
education services industry.

13

165

(SA, ten thousands)

Source : Statistics KoreaEconomically Active Population Survey

(%)

185

The employment rate (after seasonal adjustment)
was 60.5%, increasing by 0.2%p on a QoQ basis, and
the unemployment rate (after seasonal adjustment)
stood at 3.5%, decreasing by 0.1%p.
In January and February of 2016, the number of
employees increased by 281,000 YoY. In the future,
the number is expected to show a modest upward
trend in response to the government’s job creation
policies.
In the fourth quarter of 2015, nominal wages
showed an increase of 3.4% on a YoY basis, which
is down from the 3.8% increase recorded in the
previous quarter. The wages of regular employees
rose by 3.6%, backed by a 5.0% increase in overtime
pay, while the wages of temporary day laborers
increased by 3.9%.

2011

<Table 4>

Rates of Increase in Nominal Wages1)

(Unit : percent)
		

2014

2015

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Nominal wages of employees

2.5

2.9

1.8

1.5

4.0

3.5

3.1

3.4

3.8

3.4

Nominal wages of
regular employees

2.4

2.9

2.1

1.2

3.4

3.3

2.8

3.1

3.7

3.6

3.2

3.2

3.2

3.2

3.2

3.3

3.0

3.1

3.3

3.9

(Overtime payment)

9.3

6.8

10.5

10.7

9.3

7.4

10.1

8.0

6.8

5.0

(Special payment)

-3.7

0.4

-9.2

-9.9

2.4

1.6

0.0

0.3

4.3

1.5

0.7

2.8

0.1

-1.5

1.5

2.7

-0.5

2.9

4.3

3.9

(Manufacturing)

4.0

5.6

3.6

1.6

5.0

3.2

2.1

3.4

3.3

3.8

(Regular payment)

Nominal wages of temporary &
daily employees
(Construction)

3.4

2.1

2.4

3.0

6.4

3.8

4.4

4.8

3.3

2.5

(Wholesale and retail trade)

1.2

0.4

1.9

-0.1

2.7

2.7

3.2

1.2

2.3

3.6

(Transportation)

2.7

0.2

2.4

2.5

5.5

5.3

6.1

4.9

6.8

3.3

(Accommodation and food service
activities)

0.7

1.7

-1.1

0.3

1.2

2.2

3.0

4.3

0.5

1.3

(Information and communications)

-0.8

-4.2

-0.7

0.2

1.7

2.7

3.0

2.8

1.7

3.5

(Financial and insurance activities)

3.5

0.6

1.5

4.3

7.5

4.9

8.0

4.0

5.2

2.0

(Real estate activities and renting and
leasing)

2.3

4.7

0.4

2.6

1.9

6.7

6.4

7.9

7.8

4.5

(Business services)

2.2

3.6

0.7

0.7

3.9

4.1

3.1

5.4

4.1

3.7

(Education)

3.5

2.5

0.4

3.9

4.1

3.2

4.0

3.1

4.4

0.9

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

Prices
In the fourth quarter of 2015, consumer prices rose
by 1.1% year-on-year (YoY), which is higher than
the 0.7% increase in the third quarter of the same
year.
By product, the growth momentum of agricultural
and marine product prices was dampened slightly
by a smaller increase in livestock product prices
compared to the third quarter. Prices of industrial
products remained much the same as a sharp fall in
oil prices was largely offset by the overall increases
in the prices of industrial products excluding oils.
Electricity, water, and gas charges declined by a
smaller margin as a result of an increase in city gas
charges (for housing) in September and the end of
a temporary reduction in electricity charges (for
housing) in October. Service charges increased by a
larger margin, driven by housing rents and personal
service charges.
In January and February of 2016, consumer prices
recorded a 1.1% YoY increase, matching the 1.1%

increase in the fourth quarter of 2015. This increase
was mainly caused by a surge in the prices of
agricultural and marine products due to cold wave
and heavy snow at the end of January despite the
dissipative effect of the increase in cigarette prices
which had contributed to a 0.6%p increase in overall
consumer prices.
In the fourth quarter of 2015, core inflation
(excluding agricultural products and oils) and core
<Chart 7>

Consumer Price Index

(year-on-year, %)
Excluding Agricultural
Products and Oils

Inflation Target 2.0%

Inflation Target Range
2.5~3.5%

Excluding Food
and Energy

Consumer Price Index

Source : Statistics Korea
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Growth Rates of Consumer Price Index1)

<Table 5>

(Unit : percent)

2014

2015

2016

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Jan.~Feb.

1.3

1.1

1.6

1.4

1.0

0.7

0.6

0.5

0.7

1.1

1.1

Agricultural & marine
products

-2.7

-4.7

-2.2

-3.3

-0.3

2.0

0.3

2.1

2.9

2.6

4.0

Industrial products

1.3

1.6

2.0

1.6

-0.1

-0.2

-0.4

-0.3

-0.2

0.0

-0.5

-4.3

-2.7

-1.6

-4.5

-8.4

-19.2

-22.0

-19.1

-18.1

-17.3

-9.2

Electricity, water& gas

3.9

5.4

4.2

3.4

2.5

-7.4

-3.7

-8.0

-10.8

-7.1

-8.0

Services

1.6

1.3

1.6

1.7

1.6

1.8

1.6

1.6

2.0

2.2

2.4

CPI excluding agricultural
products & oils

2.0

1.9

2.2

2.2

1.7

2.2

2.3

2.1

2.1

2.4

1.8

CPI excluding food & energy

1.7

1.5

1.8

1.9

1.4

2.4

2.3

2.2

2.5

2.7

1.9

Consumer price Index

Oils

Notes : 1) Compared with the same period of the previous year.
Source : Statistics Korea「Consumer Price Index」

inflation (excluding food and energy) rose by 2.4%
and 2.7% YoY, respectively. However, in January
and February of 2016, when the effect of the increase
in cigarette prices weakened, the two core inflations
rose only slightly, by 1.8% and 1.9%, respectively.
In the near future, consumer prices are expected to
maintain a modest upward trend, as international oil
prices will remain lower than last year’s levels.
In the fourth quarter of 2015, producer prices
dropped by 4.4% YoY, matching the fall in the third
quarter of the same year, caused by the combination
of a larger decrease in the prices of industrial
products and a greater increase in service charges.
In January and February of 2016, the prices of
agricultural and marine products rose by a larger
margin, and the decline in the prices of industrial
products was smaller than that of the previous
quarter, resulting in the smaller decrease of 3.3% in

5)

Oct. 2015
KRW/USD exchange rate 1)

1,144.8(-3.4)

producer prices compared to the fourth quarter of
2015.
In the fourth quarter of 2015, a larger decrease
of 7.1% in export prices (denominated in KRW)
was recorded than the previous quarter, caused by
plunges in the prices of petroleum and chemical
products. Also, import prices dropped significantly
by 14.2%, led by raw materials and intermediate
goods. In January and February of 2016, export and
import prices (denominated in KRW) decreased by a
much smaller margin, as the Korean won weakened
against the U.S. dollar5).

Nov.
1,153.3(0.7)

Dec.

Jan. 2016

Feb.

1,173.2(1.7)

1,203.8(2.6)

1,220.5(1.4)

Note: 1) The figures above refer to the average during each period. Figures within parentheses refer to the growth rate compared to the previous month.
Source: Bloomberg
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<Table 6>

Growth Rates of Producer, Export and Import Price Indices1)

(Unit : percent)
		

2014

2015

2016

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Jan.~Feb.

-0.5

-0.6

-0.1

-0.2

-1.3

-4.0

-3.6

-3.6

-4.4

-4.4

-3.3

Agricultural, forestry &
marine products

0.7

-1.3

1.7

-0.2

2.6

2.3

-0.2

3.7

4.2

1.7

5.1

Manufacturing products

-2.1

-2.1

-1.5

-1.6

-3.3

-6.7

-6.3

-5.9

-7.2

-7.5

-6.0

Electric power, gas &
water supply

5.3

6.9

5.7

5.1

3.6

-7.9

-4.0

-8.9

-10.0

-8.7

-9.5

Services

1.5

1.3

1.6

1.8

1.5

1.2

1.4

1.3

1.1

1.2

1.3

Export price index 2)

-6.0

-3.3

-8.6

-8.2

-3.6

-5.2

-7.8

-3.9

-1.9

-7.1

-1.8

Import price index 2)

-7.5

-4.1

-7.5

-9.1

-9.5

-15.3

-18.1

-15.2

-13.6

-14.2

-6.9

Producer price index

Notes : 1) Compared with the same period of the previous year.
2) Korean won basis.
Source : Bank of Korea「Producer Price Index」,「Export/Import Price Index」

Real Estate Prices
In the fourth quarter of 2015, nationwide housing
transaction prices recorded a 1.0% increase
compared to the end of the previous quarter, mainly
because of the rise in housing purchases caused by
high jeonse (deposit-based lease agreements) prices
and booming development projects in Seoul area.
However, in the beginning of 2016, housing
price expectation has cooled down due to the
implementation of a guideline on banks’ mortgage

loan screening and the forecast for excess supply of
apartment. Accordingly, in January and February of
2016, home prices edged up by only 0.2%.
On other hand, in the fourth quarter of 2015,
nationwide jeonse prices recorded a 1.2% increase
compared to the end of the previous quarter. This is
due to an over demand for jeonse, which was caused
by landlords’ preference for monthly rents and the
increase of tenants’ moving out due to the apartment
reconstruction in Seoul area.

Rates of Increase in Real Estate Prices1)

<Table 7>

(Unit : percent)
		

2014

2015

2016

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Jan-Feb

2.1

0.6

0.3

0.5

0.7

4.4

0.8

1.3

1.3

1.0

0.2

(Seoul metropolitan area)

1.3

0.3

0.1

0.4

0.5

4.4

0.7

1.3

1.4

1.0

0.2

(Non Seoul metropolitan area)

3.5

0.9

0.7

0.8

1.1

6.0

1.2

1.8

1.7

1.1

0.2

3.8

1.4

0.7

0.7

0.9

5.6

1.2

1.6

1.5

1.2

0.4

(Seoul metropolitan area)

4.6

1.8

0.7

0.9

1.1

7.2

1.5

2.1

2.0

1.4

0.5

(Non Seoul metropolitan area)

3.2

0.9

0.8

0.7

0.9

4.6

1.1

1.3

1.2

0.9

0.3

2.0

0.5

0.5

0.5

0.5

2.4

0.5

0.6

0.6

0.7

0.3

Housing prices

Housing leasehold prices

Land price

Notes : 1) Compared with the last month of the preceding period.
Sources : Ministry of Land, Infrastructure and Transport, Kookmin Bank
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In January and February of 2016, nationwide
jeonse prices rose by 0.4% compared to the end of
the previous quarter because of the increased supply
of housing units in metropolitan areas. Excess
demand for jeonse is expected to last for the time
being, which is due to landlords’ preference for
monthly rent and decreased tenants’ demand for
switching to housing purchases.

<Chart 8>

Buyer Superiority Index and
Seoul Apartment Transaction Volume
(Seoul metropolitan area)
(Unit: 1,000)

<Chart 9> Rates of Increase in Housing Leasehold
Prices (Seoul metropolitan area)

Source : Kookmin Bank

In the fourth quarter of 2015, exports plunged
by 12.0% YoY due to declining export unit prices
caused by decreases in the prices of raw materials.
By region, exports increased only to the EU among
Korea’s major trade partners. The increase in exports
to the EU was led by ships while the decrease in
exports to the U.S. and Japan was caused mainly
by the decrease in the export of petroleum and steel
products.
Exports to emerging economies continued to
decline. The decrease in exports to China and
Southeast Asia was led by semiconductors, and
petroleum and steel products, respectively. Exports
to South and Central America decreased mainly due
to drops in ships and cars.
Turning to product, the exports of both IT and nonIT products decreased. The exports of IT product
recorded a 4.9% YoY decrease, as the exports of
wireless telecommunications devices continued
its upward trend but was offset by the significant
decrease in exports of displays and semiconductors
caused by declines in their unit prices.

Sources : Seoul Metropolitan Government, Kookmin Bank

(%)

External Transactions

(%)

The exports of non-IT products recorded a 14.3%
YoY decrease, continuing its downward trend, which
has been caused by declining automobile exports
amid recessions in oil-producing countries and the
sluggish exports of petroleum products triggered by
declining oil prices.
In January and February of 2016, exports of both
IT and non-IT products maintained their downward
trends, recording a 15.7% YoY decrease. The export
of IT products recorded a 13.6% YoY decrease,
amid continuous sluggish exports of semiconductors
and displays, due to the reduced export of wireless
communications devices, which was caused by
the aggressive marketing of Chinese companies
and fiercer competition in the low- and mid-priced
products market. The export of non-IT products fell
by 16.4% due to the continuous sluggish exports of
petroleum products and cars.
In the fourth quarter of 2015, imports recorded a
17.8% YoY decrease.
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Exports by Destination and Sector1)
(customs clearance basis)
		

<Table 8>

2014

(Units : billion US dollars,%)

2015

2016

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Jan.~Feb.

572.7

137.5

145.7

141.8

147.7

526.8

133.4

135.1

128.2

130.0

73.0

(2.3)

(1.6)

(3.2)

(3.6)

(0.9)

(-8.0)

(-3.0)

(-7.3)

(-9.5)

(-12.0)

(-15.7)

US

(13.3)

(2.6)

(13.0)

(15.0)

(21.9)

(-0.6)

(13.3)

(-1.0)

(-2.2)

(-10.0)

(-17.7)

Japan

(-7.2)

(-10.1)

(0.0)

(-3.5)

(-13.9)

(-20.5)

(-22.2)

(-13.1)

(-26.6)

(-20.0)

(-5.6)

EU

(5.7)

(16.2)

(6.9)

(4.3)

(-4.1)

(-6.9)

(-21.2)

(-8.5)

(-3.6)

(7.9)

(18.8)

China

(-0.4)

(2.8)

(-2.8)

(-1.7)

(0.4)

(-5.6)

(-1.6)

(-2.7)

(-6.9)

(-10.5)

(-32.0)

Southeast Asia

(1.2)

(4.5)

(0.5)

(1.9)

(-2.1)

(-7.6)

(-13.4)

(-6.2)

(-4.9)

(-5.7)

(-27.7)

Central & South
America

(-1.1)

(-14.5)

(-15.5)

(13.6)

(14.6)

(-14.6)

(17.9)

(-12.7)

(-23.9)

(-30.9)

(-36.7)

IT products

136.6

32.4

33.0

34.5

36.8

136.3

32.7

33.9

34.6

35.0

18.4

(4.4)

(7.8)

(1.2)

(3.7)

(5.2)

(-0.3)

(1.2)

(3.0)

(0.3)

(-4.9)

(-13.6)

436.0

105.2

112.7

107.2

110.9

390.5

100.7

101.2

93.6

95.0

54.6

(1.7)

(-0.1)

(3.8)

(3.6)

(-0.4)

(-10.4)

(-4.3)

(-10.2)

(-12.7)

(-14.3)

(-16.4)

534.0

129.3

134.5

133.0

137.3

488.0

120.4

126.3

120.7

120.4

67.3

(2.0)

(2.1)

(2.3)

(3.5)

(0.2)

(-8.6)

(-6.8)

(-6.0)

(-9.2)

(-12.2)

(-12.7)

Exports

Non-IT products

Non-Ship

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

Imports by Sector and Use1)
(customs clearance basis)

<Table 9>

(Units : billion US dollars,%)

2014

Imports

Non-Crude Oil

Non-Raw materials &
Fuels

Raw materials & Fuels
Capital goods

Consumer goods

2015

2016

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Jan.~Feb.

525.5

132.4

131.0

132.8

129.4

436.5

111.8

110.5

108.0

106.3

60.4

(1.9)

(2.0)

(3.3)

(5.4)

(-2.8)

(-16.9)

(-15.6)

(-15.6)

(-18.7)

(-17.8)

(-17.5)

430.6

107.5

107.4

106.7

109.0

381.4

98.5

94.9

93.6

94.4

54.8

(3.4)

(3.8)

(3.9)

(5.2)

(1.1)

(-11.4)

(-8.4)

(-11.6)

(-12.3)

(-13.4)

(-15.2)

214.3

50.0

53.7

53.7

57.0

217.5

53.6

53.7

54.7

55.5

32.0

(5.8)

(4.1)

(6.9)

(6.3)

(5.8)

(1.5)

(7.4)

(0.0)

(1.9)

(-2.6)

(-7.9)

311.2

82.4

77.3

79.2

72.4

219.0

58.1

56.8

53.2

50.8

28.4

(-0.6)

(0.8)

(0.9)

(4.8)

(-8.6)

(-29.6)

(-29.5)

(-26.5)

(-32.7)

(-29.8)

(-26.3)

149.0

34.9

37.6

36.4

40.1

150.8

37.4

37.2

37.7

38.5

21.8

(3.3)

(1.9)

(4.6)

(1.2)

(5.2)

(1.3)

(7.0)

(-0.9)

(3.7)

(-4.0)

(-9.8)

65.3

15.0

16.1

17.3

16.9

66.7

16.3

16.5

17.0

17.0

10.2

(12.1)

(9.7)

(12.8)

(19.0)

(7.4)

(2.1)

(8.1)

(2.2)

(-1.8)

(0.5)

(-3.4)

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 10>

Current Account

(Unit : billion US dollars)
		

2014

2015

2016

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Jan.

Current Account

84.4

13.1

24.1

20.7

26.5

105.9

22.4

27.9

29.1

26.4

6.8

Goods

88.9

17.6

25.2

21.0

25.1

120.3

24.2

33.7

30.6

31.8

7.9

Services

-3.7

-2.9

0.1

-0.5

-0.4

-15.7

-4.4

-3.1

-3.6

-4.7

-1.9

Primary Income

4.2

-0.7

0.6

1.4

2.9

5.9

3.8

-1.6

2.7

0.9

1.3

Secondary Income

-5.0

-0.8

-1.7

-1.3

-1.2

-4.6

-1.2

-1.1

-0.7

-1.6

-0.4

Source : Bank of Korea「Balance of Payments」

The imports of raw materials continued its declining
trend due to their declining prices, and that of capital
goods began decreasing, driven by a dramatic drop in
the imports of computers. Meanwhile, the imports of
consumer goods began to increase, led by the growing
demand for imported cars.

<Chart 10>
(billion US dollars)

In January and February of 2016, imports of capital
and consumer goods decreased, amid the sluggish
imports of raw materials caused by the persistently
low oil prices, leading to a 17.5% YoY decrease in
imports overall.
The current account maintained a surplus in the
fourth quarter of 2015 and January 2016 as well.
The surplus recorded USD 26.4 billion in the fourth
quarter of 2015 and USD 7.1 billion in January 2016
thanks to steady surpluses from the trade of goods.
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Source : Korea Customs Service

Exports
(year-on-year, %)

<Chart 11>

Financial and Foreign Exchange
Markets Developments

Interest Rates

(%)

Financial Markets
In January 2016, the interest rate on three-year
treasury bonds showed a modest downward trend
as a result of increased uncertainty over emerging
economies, such as the anxiety regarding the
Chinese stock market and low international oil
prices6). However, on February 16, 2016, the interest
rate dropped to an all-time low of 1.43% because of
expectations of a relaxation of domestic and foreign
monetary policies following the adoption of negative
loan interest rates by the Bank of Japan (BOJ). The
decrease in the interest rate was reversed somewhat
by the rebound in international oil prices, and rose
to as high as 1.55% on March 11 as a result of lower
expectations related to additional monetary easing
polices after the meeting of the Monetary Policy
Committee and the European Central Bank’s Policy
Meeting7) in March. The interest rate on three-year
treasury bonds dropped again due to the results of the
Federal Open Market Committee (FOMC) meeting8)
, held from March 15 to 16, and Federal Reserve
Board (FRB) Chair Janet Ellen’s dovish speech9),
recording 1.45%, which is below the benchmark
rate, on March 30.
In the fourth quarter of 2015, the KOSPI rose due
to the cuts to the benchmark interest rates on deposits
and loans and reserve ratio requirements in China
on October 23. However, at the end of the fourth
quarter, it fell to 1,961, which is a 0.1% decrease
compared to the end of the previous quarter, as a
result of the strong U.S. dollar, which was caused by
anticipation regarding the FRB’s federal funds rate
hike and plunging international oil prices.
In 2016, the KOSPI has continued its downward
trend as uncertainty in global financial markets was

1.91
1.51
1.45

16.1

3

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

heightened by further declines in international oil
prices and malaise in the Chinese and Japanese stock
markets. After mid-February, the index rebounded
slightly, backed by anticipation over the ECB’s and
FRB’s implementation of dovish monetary policies
and rising international oil prices, reaching 1,917
by the end of February, which is a 2.3% decrease

<Chart 12>

Stock Price Movements

(1980.1.4=100)

(1996.7.1=1,000)

16.1

Source : Korea Exchange

compared to the end of 2015.
In the fourth quarter of 2015, the growth momentum
of corporate loans issued by banks was slower than in

6) The price of WTI futures fell by 9.5%, from USD 37.04 per barrel at the end of December 2015 to USD 33.62 per barrel by the end of January 2016.
7) ECB President Draghi commented, “I think that the current policy interest rate is significantly low and believe that there is no need to lower the rate further
for the time being.” This was noted by market participants, who then predicted that ECB’s monetary easing policies would be restrained in the future.
8) On March 16, the FOMC meeting froze policy interest rates to within the current range of 0.25% to 0.5% and reduced the number of expected interest rate
hikes this year from four to two.
9) On March 29, FED Chair Janet Ellen gave a speech at the Economic Club of New York, where she said that interest hikes should be carried out prudently in
consideration of global risk. Her comments were considered to be dovish.
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the previous quarter. Loans to large companies were
reduced as a result of banks’ stricter screening of loans
and the repayment of loans by some large companies
as a means of improving their financial structures.
The increase in loans to small- and medium-sized
companies was smaller than that of the third quarter
due to banks’ strengthened risk management. In terms
of the financing of companies via direct financial
markets, the amount of corporate bonds redeemed
minus the amount of corporate bonds issued rose
because of dampened investment sentiment caused by
increased credit alertness and the increased number
of bonds due and payable. The amount of commercial
papers redeemed exceeded the amount of commercial
papers issued, so as to manage debt ratios at year’s
end, and the number of shares issued remained largely
unchanged due to successive initial public offerings
by several companies.
On the other hand, banks’ household loans
(including mortgage loans transferred) showed
a steep upward trend compared to the previous
quarter. Mortgage loans soared amid brisk home sale
transactions and good pre-sales of apartment units,
and overdraft loans rose as a result of the demand
for settlement funds and the efforts of some banks to

<Table 11>

expand their businesses10).
In January and February of 2016, loans issued
by banks to small, medium, and large companies
increased due to the provision of loans that had
been temporarily repaid at the end of 2015 and the
demand for value-added tax payments. However,
the growth of banks’ corporate loans fell below
the increase of KRW 12.8 trillion recorded in
January and February of 2015. As for corporate
financing via direct financial markets, the amount
of corporate bonds issued edged above that of
corporate bonds redeemed due to favorable issuing
conditions, such as declining market interest rates.
The amount of commercial papers issued began to
exceed the amount of those redeemed as a result
of the re-issuance of commercial papers that had
been redeemed at the end of 2015 and the demand
of some large companies for short-term funds.
Also, the issuance of shares continued its upward
trend due to the issuance of new shares by some
large companies. As for household loans by banks,
the growth momentum of mortgage loans was
slowed by concern over reduced home sales and the
implementation of the guideline for the improvement
of loan screening, and overdraft loans decreased due
to the payment of New Year’s bonuses.

Bank Lending and Corporate Funding
(Changes during the period)
(Unit : billion won)

2014
Year
Bank loan to enterprises

Ⅰ

Ⅱ

2015
Ⅲ

Ⅳ

Year

Ⅰ

Ⅱ

2016
Ⅲ

Ⅳ

Jan.~Feb.

51,978 16,813 15,785 10,179

9,201

48,292 15,814 12,198 16,433 3,848

9,329

(Large enterprises)

18,465 6,597 6,882

1,012

3,975

-4,481

-1,234

3,099

(Small and medium enterprises)

33,513 10,217 8,903

9,167

5,226

52,773 15,368 16,510 15,814 5,081

6,231

Net CP issuance

-5,046 2,045 -2,084 -1,310

-3,698

-5,390

415

-634

Net bond issuance

1,752 -2,579

-34

2,288

2,077

-388

-509

3,685

Equity issuance

9,622 1,270

1,698

1,315

5,339

7,031

1,374

944

2,276 2,436

1,596

-186

1)

Bank loan to household

38,663

447

-4,313

619

-2,400 -2,771
-541

-3,023

218
842

158

8,313 12,381 17,811

44,266 7,788

14,373 22,292

2,097

[Including mortgage loans
assigned to KHFC]2)

37,323 -620

6,392 11,105 20,446

78,181 9,667 23,923 21,204 23,386

5,071

(Mortgage loans)

36,832 2,020

7,462 11,915 15,436

36,346 9,694 -2,935 11,619 17,967

2,430

[Including mortgage loans
assigned to KHFC]2)

35,492 1,242

5,541 10,638 18,071

70,260 11,574 21,175 18,450 19,061

5,403

(Others incl. overdraft accounts)

1,884 -1,832

872

481

2,364

7,956 -1,849 2,764

2,754 4,286

-341

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

10) In connection with the implementation of a service allowing customers to apply for, change, and terminate automatic transfers and withdrawals on October 30,
2015, some banks conducted aggressive marketing, such as the launch of credit loan products with reduced interest rates, targeting their main customers.
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Foreign Exchange Markets
In the fourth quarter of 2015, the Korean won
appreciated against the U.S dollar. In October,
the Korean won to the U.S. dollar exchange rate
declined as a result of dampened expectations of US
interest rate hike caused by sluggish U.S. economic
indicators. In November, increases in the exchange
rate occurred in line with stronger risk aversion
triggered by the terrorist attacks in Paris and stronger
expectations that the FRB would raise interest rates.
In December, the rate rose further, driven by the
FOMC’s decision to increase interest rates. As of the
end of the fourth quarter of 2015, the Korean won
to U.S dollar exchange rate stood at 1.172.5 KRW/
USD.
During January and February of 2016 the Korean
won weakened against the U.S dollar. This increase
was attributed to North Korea’s nuclear tests
and declining oil prices in January and the high
preference for safe assets in February, which was
exacerbated after the BOJ’s adoption of negative
interest rates. As of the end of February, the
exchange rate was 1,236.7 KRW/USD.
The Korean won to 100 Japanese yen exchange
rate declined in the fourth quarter of 2015. In
October and November, the Japanese yen depreciated
against the Korean won on account of expectations
<Chart 13>

Exchange Rate Trend of Korean Won

surrounding the BOJ’s additional quantitative easing.
However, the rate rebounded as the BOJ’s additional
monetary easing policies did not meet market
expectations. As of the end of the fourth quarter,
the Korean won to 100 Japanese yen exchange rate
recorded 972.0 KRW/100JPY.
In January and February of 2016, the Japanese
yen strengthened against the Korean won as a
result of malaise in the Chinese financial market
and the concern over a global economic recession.
As of the end of February, the rate stood at 1085.8
KRW/100JPY.
In the fourth quarter of 2015, the Korean won to
Chinese yuan exchange rate declined overall. In
October, the Chinese yuan weakened against the
Korean won because of anxiety over the Chinese
economy triggered by the devaluation of the
Chinese yuan. In November and December, the rate
fluctuated as the Korean won synchronized with
the weak Chinese yuan. As of the end of the fourth
quarter, the Korean won to Chinese yuan exchange
rate was 177.9 KRW/CNY.
In January and February of 2016, the Korean won
to Chinese yuan exchange rate rose. In January, the
Chinese yuan strengthened against the Korean won
with the growing geopolitical risk on the Korean
peninsula and appreciation of the Chinese yuan
central parity rate against USD in February. As of the
end of February, the Korean won to Chinese yuan
exchange rate stood at 188.9 KRW/CNY.

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) and won/yuan exchange rate is
based on won-yuan direct trading market closing rate.
Source : Bank of Korea
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Estimation of Quality of Employment and Analysis of Its Impact
on Labor Productivity
Byoungsoo Cho *, Minhae Kim **
The number of persons employed, or the quantity of employment, has been constantly
rising even in the low growth environment since the global financial crisis. On the other hand,
the quality of employment has not improved sufficiently, due to the deepening of the labor
market duality and widening wage gaps. If the quality of employment improves, the quality
of life improves accordingly, and a virtuous cycle between employment and growth can be
strengthened through increased labor productivity. From this perspective, increasing the number
of high-quality jobs is one of major tasks of the Korean economy. This paper estimates the
quality of employment in Korea and conducts an empirical analysis of its spillover effects on labor
productivity, and then proposes policies to increase the number of high-quality jobs.
First, this paper calculates five of the main quality of employment indicators: job stability,
wages, working hours, skill development, and industrial safety. The results show that Korea is
relatively strong in the areas of wages and skill development, but is weak in the areas of job
stability, working hours, and industrial safety. Next, this paper conducts an empirical analysis
of the relation between the quality of employment indicators and labor productivity, using
a dynamic panel data regression model and a panel VAR model to analyze the panel data of
OECD countries from 2001 to 2013. The results show that an improvement in the quality of
employment has worked to boost labor productivity and improvement in areas such as job
stability, wages, and skill development is important. In addition, this paper finds that improving
the quality of employment has the effect of significantly increasing GDP growth as well as labor
productivity.
The results of the analysis suggest that, to expand the growth potential through improvements
in labor productivity, priority should be given to the areas with weak employment quality.
Therefore, preventing the abuse of non-regular workers, narrowing the gap in working conditions
between regular and non-regular employees, expanding social security nets, and other such
efforts to reduce the labor market duality will be necessary going forward. In addition, the focus
of the government's job creation schemes should be placed on increasing high-quality jobs rather
than non-regular low-paid positions for the youth and other vulnerable groups.

Ⅰ. Background
Ⅱ. Estimation of Quality of Employment
Ⅲ. Relationship between Quality of Employment and Productivity
Ⅳ. Implications



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. Any report/
citation of this paper should specify the names of the authors.

* Economist, Human Resources & Administration Department (e-mail: bs.cho@bok.or.kr)
** Junior Economist, Macroeconomic & Fiscal Research Team, Research Department (Tel: +82-2-759-4226, e-mail: mhkim@bok.or.kr)
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Ⅰ. Background
The number of employees, which represents the
quantitative aspect of employment, has continued to
increase even in the low-growth environment since
the Global Financial Crisis, albeit with a slightly
dampened growth momentum. However, as of 2014, the
proportion of non-regular employees1) stood at 21.7%,
comparatively higher than the 11.1% average proportion
of OECD countries, despite its recent declining trend.
The quality of employment, such as the level of wages
of non-regular workers compared to that of regular
employees, declined significantly, making the need for
improvement clear.

<Figure 1>
27

<Figure 3>

Number of Employees

(SA, millions)

In particular, the working conditions for young people
showed little improvement. While the average wages of
middle-aged employees recorded an annual average rate
of increase of 3.8% from 2004 to 2014, those of young
employees increased by an annual average rate of 3.1%
during the same period, resulting in a continuous decline
in their wage level compared to that of middle-aged
employees. In addition, the proportion of non-regular
employees2) showed a declining trend among middleaged employees but the proportion stood in the 30%
range for young employees.
Therefore, improving the quality of employment
through the expansion of high-quality jobs is now
becoming a key issue within the Korean economy.
Specifically, the expansion of high-quality jobs

(YOY, millions)

Increase/decrease in the
number of employees (right)
Number of employees (left)
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1) The OECD’s index related to the proportion of temporary employment was used.
2) This refers to non-regular employees as defined in the Additional Survey on Economic Activities per Employment Type and includes hourly workers and
non-typical workers in addition to interim employees, which, according to the OECD,means temporary employees
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may contribute to increasing the growth potential
of the Korean economy, as improving the quality of
employment can not only lead to increased overall
quality of life but also boost labor productivity,
thereby strengthening the virtuous cycle3) between
employment and economic growth4).
This paper calculates the index on the quality of
employment in Korea by collecting and making
use of diverse labor statistics, based on previous
literature, from a perspective of economic growth
enhancement, and conducts a comparative analysis
with OECD countries. In addition, this paper
analyzes the effects of the index on the quality
of employment on labor productivity using the
panel data of OECD countries, including Korea,
and draws some implications. The structure of this
paper is as follows: Chapter II reviews the method
by which the index on the quality of employment
is calculated in order to estimate the quality of
employment and the results of such calculation;
Chapter III conducts an empirical analysis on
the relationship between the index on the quality
of employment, as calculated in Chapter II, and
labor productivity; and Chapter IV suggests policy
implications related to enhancing the quality of
employment.

Ⅱ. Estimation of Quality of Employment
1. Previous Literature
Major international organizations, such as
the International Labor Organization (ILO) and
European Union (EU), evaluate the quality of

employment by taking into consideration various
aspects of employment, such as employment
opportunities, stability, equality, and wages, and
approach such evaluation with different purposes and
viewpoints. The ILO defines and measures “Decent
Work” through detailed indices on 11 factors, such as
employment opportunities, labor hours, and stability,
primarily from the workers’ standpoint. The EU,
however, suggests criteria for measuring the quality
of work based on a total of ten areas, including the
internal aspect of jobs, such as satisfaction from the
viewpoints of employees and employers; the external
aspect of jobs, such as job performance; and gender
equality.
Bonnet et al. (2003) selected detailed indices for
measuring the quality of employment, based on
the ILO’s measurement criteria, and calculated a
composite index using the standardization method
that is used to calculate the United National
Development Programme (UNDP)’s Human
Development Index (HDI). The composite index
on the quality of employment appeared to have a
high positive correlation with per capita GDP but
a negative correlation with the index on income
distribution.
In Korea, most studies have measured the quality
of employment by adjusting the measurement
criteria of international organizations and the
methodology of Bonnet et al. (2003) to Korea’s
circumstances. Ha-Nam Bang et al. (2007) and YuSeon Kim (2010) calculated the index on Korea’s
quality of employment and compared8) it with the
indices of other countries, while Young-Min Kim
(2014) and Young-Seok Shin et al. (2015) calculated
the index on the quality of employment by region

3) This virtuous cycle refers to how the improvement of the quality of employment leads to increased labor productivity, which in turn leads to an increase in
economic growth and labor income, which finally leads to increased consumption
4) The OECD (2014) once commented that increasing both the quantity and quality of employment enables broad and continuous economic growth.
5) The ILO, EU, and UN have established a joint taskforce and are currently conducting research to identify optimal means of measuring the quality of employment.
6) This is an index that evaluates the extent of human development by annually investigating the education level, national income, and average life expectancy of
all countries
7) This is the linear scaling methodology of making sub-statistical values between 0 and 1, while considering the comparative size of the countries being compared, in order to allow for the combination of sub-statistics and inter-country comparisons, and is formulated as follows:
(Value of object subject to analysis - minimum value of objects being compared)
(maximum value-minimum value)

8) The result of the analysis showed that Korea’s quality of employment was much lower than that of other countries.
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and made comparisons9) between them. However,
those studies focus on making inter-country or interregional comparisons based on the index on the
quality of employment at a certain point of time, and
thus have limitations—namely, the establishment
of insufficient time-series data. Furthermore, no
study has conducted an empirical analysis on the
relationship between the quality of employment and
real economic variables, such as labor productivity,
despite the considerable attention paid to quality of
employment.
2. Estimation Method
Based on prior research, this paper selected five
representative factors—stability, wages, working
hours, skill development, and industrial safety, all
of which are expected to be closely related to labor
productivity—as variables involved in measuring the
quality of employment as well as seven sub- statistics
corresponding to these five factors. Meanwhile,
the indices on the quantity of employment, such as
employment and unemployment rates, were excluded
from the variables used in the preceding research,
as their relationship with the quality of employment
is unclear. Equality indices, such as income gaps
and gender discrimination, were also excluded,
due to their partial overlap with stability indices,
such as the proportion of temporary employees and
unemployment benefits.
The sub-statistics were selected based on their
explanatory power in relation to the representative
factors and high availability by country, and were
composed so as to prevent correlations between
them, thereby preventing the duplicate accounting
of a certain factor. First of all, stability is generally

used as a broad concept, including the stability of
jobs and income, re-employment opportunities, and
work-life balance; but here, it is limited to workplace
stability, such as the period of employment and
proportion of temporary employees, and income
stability upon unemployment, such as expenditures
on the Passive Labor Market Policy (PLMP). Annual
actual wages and actual working hours were used as
sub-indices for measuring wages and working hours,
and the proportion of employees with university or
higher degrees and ratio of education and training
expenses to GDP were adopted for the index on skill
development. Finally, the death rate of industrial
accidents was used as the index on industrial safety.
The composite index on the quality of
employment was calculated by collecting substatistics on 27 OECD countries11) over the period
from 2001 to 2013 from the OECD, the ILO, and the
statistical office of each country, scoring them based
on a linear scaling methodology12) , and adding the
scores.
<Table 1> Factors Comprising the Index on Quality of
Employment
Representative Factors
Stability
Wages
Working hours
Skill development

Industrial safety

Sub-statistics1)

Source1)

Proportion of temporary employees2)
Ratio of unemployment benefits
expenditures to GDP
Annual actual wages
Annual working hours
Proportion of employees with
university or higher degrees
Ratio of education and training
expenses to GDP

OECD

Death rate of industrial accidents

OECD
OECD
OECD
ILO
OECD
ILO, Eurostat,
Ministry of
Employment
and Labor

Notes: 1) The data of each organization in charge of labor statistics were used in
the place of any missing data.
2) Based on the OECD’s definition of temporary employment.

9) The quality of employment in Seoul appeared to be the highest among all regions of the country.
10) This refers to all kinds of income supporting benefits provided to the unemployed, such as unemployment benefits and subsidies for housing rental.
11) A total of 27 countries from which sub-statistics were easy to collect and whose indices were calculated, including Australia, Austria, Belgium, Czech Republic, Denmark, Estonia,
Finland, France, Germany, Greece, Hungary, Ireland, Italy, Japan, Korea, Luxemburg, the Netherlands, Norway, Poland, Portugal, Slovakia, Slovenia, Spain, Sweden, the UK and the
U.S.
12) The linear scaling methodology is a method of standardizing the values of sub-statistics, taking into consideration the comparative size of the countries being compared, in order
to allow for the combination of sub-statistics and inter-country comparisons. The linear scaling methodology used in this paper is identical to the method used to calculate the
UNDP’s HDI, as explained earlier.
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First, the year 2013, the most recent year, was set
as the base year (T), and in order to attain a value
between 10 and 100 13) , the sub-statistics were
standardized14) through the use of two formulas. One
equation assumed the case where greater values of
sub-statistics have positive effects on the quality of
employment (1), while the other assumed the case
where greater values of sub-statistics have negative
effects on the quality of employment (2), as follows:
(1) Positive Factor:
xij – Min(xi)
Χij =
Max(xi) – Min(xj)
(2) Negative Factor:
xij – Max(xi)
Χij =
Min(xi) – Max(xj)

X 90 +10

Finally, a weighted average of the standardized
values of each year’s sub-statistics, calculated based
on Equation (3) and (4) above, was calculated to
obtain the score of a representative factor (5), and a
weighted average of the scores of the representative
factors was calculated to obtain the final index on the
quality of employment (6)
(5) Score of a representative factor: Yij =

n

Σ pX
i= 1
i

ij

pi is the weighted average of the sub-statistics

Σ p=1
i

i= 1

X 90 +10

Next, the year-on-year variance of each year’s substatistics was standardized (3) using the linear scaling
methodology in order to calculate the time series of
such sub-statistics, and a threshold (THtij) to be used
for determining the improvement or deterioration
of the values15) of sub-statistics was calculated as
(4) based on standardized values. Furthermore, the
difference between the value calculated by Formula
(3) and the threshold (4) was converted to the rate
of improvement or deterioration of the sub-statistics
and used to extend the standardized values of substatistics, which were calculated by (1) or (2)16) , for
a base year.
(3) Standardized value of variance of sub-statistics:
∆xtij – Min(∆xtj)
Max(∆xtj) – Min(∆xtj)

(However, in the case ∆xtij ˃ 0 for all i, the threshold is 0.)

n

xij represents the value of sub-statistics ( i )
by a compared object ( j ).

Ctij =

(4) Threshold of sub-statistics: Ctij in case of ∆xtij = 0

X 100

Positive Factor:

∆xtij = xtij – xt-1ij

Negative Factor:

∆xtij = xt-1ij – xtij

n is the number of sub-statistics belonging to a representative
factor (x)

qk

n

Σ qY
k= 1
n
is the weighted average of a representative factor ( Σ q = 1 )
k= 1

(6) Final index on the quality of employment: QIi =

i ix

k

n is the number of representative factors

3. Results of Estimation
The trend in the variance of the index on the
quality of employment, calculated based on the
above procedures, shows that, from 2001 to 2013,
excluding 2009, Korea’s rate of improvement in the
quality of employment continued to be above the
average rate of OECD countries. However, in 2013,
the index on Korea’s quality of employment was
lower than the average quality of employment of
OECD countries, indicating that the absolute level of
Korea’s quality of employment was also lower than
the average level of OECD countries.

13) The values are generally standardized into values between 10 and 100, but in this paper, the minimum value was raised to 10 for the convenience of a time-series analysis.
14) For example, the proportion of employees with university or higher degrees, which is a sub-statistic of skill development, is 42.1% for Korea, 45.0% (maximum value) for Ireland,
and 19.2% (minimum value) for Italy. If Korea’s proportion is standardized using the formula (1), the standardized value is 90.0, calculated based on the equation, i.e., (42.1-19.2)/
(45.0-19.2)*90+10.
15) If the standardized value of the variance of sub-statistics is larger than the threshold, the quality of employment is determined to be improved. However, if the opposite is found to
be true, the quality of employment is determined to deteriorate. And the extent of the difference between the standardized value and the threshold is used to measure the extent
of such improvement or deterioration.
16) Regarding the ratio of employees with university or higher degrees, cited as an example earlier, the variance of the sub-statistics for 2013 compared that of 2012 was +1.1%p,
and its standardized value was 74.3 (with the maximum value being 2.1%p and the minimum being -1.7%p). The threshold was calculated as 44.7, as follows: ((0-(-1.7))/(2.1-(1.7))*100=44.7. Korea’s rate of improvement in 2013 compared to 2012 was found to be 3.0%, as follows: (74.3-44.7)*adjustment co-efficient (0.1). Therefore, the standardized value for 2012, using the standardized value for 2013 and the rate of improvement for 2013, was found to be 90/(1+0.03)=87.4.
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<Figure 5>
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By factor, as of 2013, Korea performed better in
terms of wages and skill development compared
to OECD countries, but it fared worse in terms
of stability, working hours, and industrial safety,
requiring future improvements. On the other hand,
the U.S. had a higher quality of employment in terms
of wages, Germany in terms of working hours, and
Japan in terms of skill development.
<Figure 6>
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<Figure 7> Indices of Major Countries by Factor(as of 2013)
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1. Theoretical Relationship
Generally, there is a high mutual correlation
between employment and real economic variables,
such as productivity, economic growth, and income
distribution, according to Landmann (2004) and
Krugman (1990). Specifically, an improvement in
the quality of employment, not an improvement in
the quantity of employment, is expected to have a
positive effect on labor productivity and contribute
to increased growth.
In more detail, an increase in the quality of
employment may boost labor productivity by the
following channels. First, as regular employees and
employees with higher academic backgrounds tend
to have higher degrees of skill and more knowledge,
an improvement in the quality of employment in
terms of stability and skill development boosts
labor productivity. Second, if the wage level
increases relative to working hours, companies
must expand their capital investment to compensate
for employment-related costs, thus increasing the
ratio of capital equipment and labor productivity,
according to Blanchard et al. (2013). Third, when
stability is enhanced or more leisure time is secured,
employees pursue self-development more actively,
and companies offer more vocational training for
them, thus serving as a positive factor in increasing
labor productivity, according to Betcherman (2013).
Fourth, improved workplace safety, as part of
increased quality of employment, reduces the loss
of workers arising from accidents, thus raising labor
productivity.17)
In contrast, if a quantitative expansion of
employment mainly is achieved by low wages and
unskilled workers, not accompanied by qualitative
improvement, such quantitative expansion will
have a negative impact on productivity and income
distribution, which will likely to lead to the
dampening of growth potential in the future.

Working
hours

17) Regular employees represent the stability index; employees with university or higher degrees, the index on skill development; and workplace safety, the index on industrial safety.
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Despite theoretical relationships, such as those
presented above, prior domestic and foreign research
focuses on the measurement and evaluation of the
quality of employment. For this reason, there are
few empirical studies that analyze the relationship
between the quality of employment and real economic
variables, such as labor productivity. One of the existing
studies that analyzes the relationship between the two
is Royuela and Surinach (2009), which shows that,
in industries with higher technologies, the quality of
employment and labor productivity have a significant,
mutually beneficial impact on each other, as shown
by the results of a quantitative analysis on data from
Spain by industry from 2001 to 2006. However, the
above study differs from this paper in terms of the
methodologies used in that it used subjective aspects
of employment, such as work satisfaction, and gender
and income discrimination factors as indices for the
measurement of the quality of employment.
2. Empirical Analysis
A dynamic panel data regression model and a panel VAR
model were established using panel data by country in
order to conduct an analysis on the relationship between the
quality of employment and labor productivity. This analysis
covers 27 OECD countries, including Korea, for which
statistics are available for the period from 2001 to 2013.
Before conducting the empirical analysis, the correlation
between the index on the quality of employment and labor
<Figure 8> Correlation between Index on Quality of
Employment and Labor Productivity1)2)
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productivity was estimated. The result of the estimation
indicates, as of 2013, a correlation co-efficient between
the two variables of 0.81, and based on the annual average
rate of increase of the two variables from 2002 to 2013, it
indicates a correlation co-efficient of 0.53, showing that
improvement in the quality of employment tended to be
accompanied by an increase in labor productivity.18)
(Dynamic Panel Regression Model Analysis)
Next, the dynamic panel regression model was
used to analyze the aftereffects of the quality of
employment on labor productivity. The labor
productivity measured by the real GDP divided by
working hours was used as a dependent variable, and
the index on the quality of employment calculated
in Chapter Ⅱ above was used as an explanatory
variable, but its lagged (one-period) value was
used in order to ameliorate endogeneity with the
dependent variable. In addition, the lagged level of
labor productivity, trade openness, capital intensity
ratio, proportion of elderly people, and GDP gap
ratio were included as control variables, in reference
to prior research on labor productivity .
In Model 1, the composite index on the quality of
employment was used as the explanatory variable, and
in Model 2, five individual indices were used, instead of

Index on quality of employment
18) Seung-Won Kim (2014) analyzes the effects of employment protection systems on labor productivity, using the OECD’s panel data by country, and Dong-Ryeol Lee (2013) identifies the factors that determine labor productivity by industry, using Korea’s panel data by industry.
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<Table 2>

Overview of Explanatory Variables
Model 1

Model 2

Model 3

Model 4

Source

Rate of
unemployment

Internally
estimated,
OECD

Stability
Wages
‣Employment indices during t-1 period

Working hours

Composite index

Rate of
employment

Skill development
Industrial safety
‣ Labor productivity during t-1 period

Log of (real GDP/working hours)

OECD

Amount of trade/nominal GDP

World Bank

Total capital formation/working hours

OECD

‣ Proportion of elderly people

People aged 65 or older/total population

World Bank

‣ GDP gap ratio

(real GDP-potential GDP)/potential GDP

OECD

‣ Trade openness
‣ Capital intensity ratio

the composite index, to estimate the relationship between
the two variables. The rate of employment and rate of
unemployment, which constitute the quantitative indices
on employment, were used in Model 3 and Model 4,
respectively, in order to compare their results with the
results of Model 1 and Model 2. Considering that labor
productivity, the dependent variable, has high continuity,
the generalized method of moments (“GMM”), as
described in Arellano and Bond (1991), was used with
the lagged value of the dependent variable that was
included in the explanatory variable.
n

dinPit =adinPit-1+ Σ βi Xiit+ci+eit ( i =country, t =year)

there was a significant negative relationship between
the quantitative expansion of employment and labor
productivity. The result of the estimation implies that,
as a quantitative expansion of employment may have
an adverse impact on labor productivity, it must be
accompanied by increased quality of employment
in order to maintain growth potential. The models
are believed to be robust, as their control variables
showed the same signs (positive/negative) as theoretical
expectations and estimations made in prior research as
well as high levels of significance.
(Panel VAR Analysis)

i= 1

P : labor productivity
X : explanatory and control variables
ci : country’s individual effects

The result of the empirical analysis based on Model 1
showed that an improvement in the quality of employment
significantly boosted labor productivity in the following
year, which agrees with the theoretical predictions. Model
2, which estimated the effects of sub-factors comprising
the quality of employment, showed that an improvement
in the quality of employment via increases in stability,
wages, and skill development significantly increased labor
productivity. However, in Model 2, working hours showed
a significant negative impact, while industrial safety did
not appear to be significant.
On the other hand, Model 3 and Model 4 showed that

The panel VAR model was estimated in order to
analyze the long-term relationship between the index
on the quality of employment and labor productivity.
The real GDP and labor income share ratio, which are
mutually associated with employment, were added
to the model in addition to the index on the quality of
employment and labor productivity, in reference to
Landmann (2004).
Before conducting the analysis on the model, the
Granger causality test was conducted on the variables.
The test showed significant causal relationships at a level
of around 5% from two to five lagged period real GDP
→ the index on the quality of employment, the index
on the quality of employment ↔ labor productivity,
and labor income share ratio → the index on the quality
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<Table 3>

Results of Estimation of Panel Models of Labor Productivity
Model 1

Model 2

Rate of increase in labor productivity (-1)

-0.1956***

-0.2461***

Composite index on the quality of
employment (-1)

0.0092***

Stability index

0.0012**

Wages index

0.0014***

Working hours index

-0.0012**

Skill development index

0.0037***

Industrial safety index

Model 3

Model 4

-3.0770***

-3.808***

0.0008

Rate of employment (-1)

-0.0056***

Rate of unemployment (-1)

0.0034***

Labor productivity (-1)

-0.5204***

-0.5034***

-0.3690***

-0.4068***

Trade openness

0.0013***

0.0013***

0.0013***

0.0013***

Capital intensity ratio

0.0546*

0.0500*

0.0767***

0.0535*

Elderly population

-0.0054

0.0495

0.0098

0.0472

0.0083***

0.0087***

0.0081***

0.0081***

Number of observations

270

270

270

270

Number of countries

27

27

27

27

3145.93
(6, 0.00)

3644.92
(10, 0.00)

2936.80
(6, 0.00)

2805.59
(6, 0.00)

AR(1)3)

0.082

0.018

0.044

0.032

3)

0.603

0.705

0.179

0.262

GDP gap

Wald
(Degree of freedom, p-value)

AR(2)

Notes: 1) ***, **, * represent significance levels of 1%, 5%, and 10% respectively.
2) The rate of increase in labor productivity measured by GDP per working hour was used as the dependent variable and estimated based on Arellano and Bond (1991)’s
difference generalized method of moments.
3) Results of Arellano and Bond (1991)’s test for autocorrelation in the error term, p-value.

<Table 4>

Granger Causality Test1)2) (2001~2013)
Lag 2

Lag 3

Lag 4

Lag 5

G⇏Q

21.4
(0.00)

13.1
(0.00)

7.47
(0.00)

6.71
(0.00)

Q⇏G

7.98
(0.00)

2.2
(0.09)

1.81
(0.13)

3.30
(0.01)

P⇏Q

7.18
(0.00)

5.74
(0.00)

3.51
(0.01)

2.77
(0.02)

Q⇏P

11.7
(0.00)

7.03
(0.00)

5.53
(0.00)

5.26
(0.00)

I⇏Q

11.1
(0.00)

6.78
(0.00)

4.66
(0.00)

4.48
(0.00)

Q⇏I

0.33
(0.72)

0.07
(0.98)

0.40
(0.81)

0.11
(0.99)

Real GDP growth rate (G)

Rate of increase/decrease in labor productivity (P)

Rate of increase/decrease in labor income share
ratio (I)

Notes: 1) Q represents the rate of increase/decrease in the index on the quality of employment.
2) Figures within parentheses ( ) refer to the p-value.

19) This refers to the method of subtracting a forward mean, the mean of all future remaining observations within a sample, from each of the first T-1 observations. Arellano and Bover (1995) found that this method can resolve the problem of a biased estimator based on the mean differencing method.
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of employment (The arrow indicates the direction of
Granger causality.)
L

Xit =r0+ Σ rlXit-l+ci+eit ( i =country, t =year, l=time-lag)
i= 1

Xit =( Yit Iit Qit + Pit )

ci : each country’s individual effects

G : real GDP; l : labor income share ratio;
Q : index on the quality of employment; P : labor productivity

As individual effects may have a correlation with
the explanatory variables due to the time lag of the
dependent variable in the panel VAR model, an
estimation was made using GMM after a dynamic
forward mean differencing method19) was conducted to
remove the individual effects of countries. In addition, all
variables were log-differenced to ensure the stationarity

<Table 5>

Major Impulse Responses Based on the Estimation of the Panel VAR Model
Lags

Q⇒P

Q⇒G

Q⇒I

of the data.
Based on the above equation, an impulse response
function was established, which showed that an
improvement in the quality of employment was estimated
to have a significantly positive effect on the enhancement
of labor productivity. By factor, improvements in
wages, working hours, and skill development each had
a significant positive effect on the enhancement of labor
productivity. In addition, an improvement in the quality
of employment significantly increased economic growth
rates but appeared to have no significant effect on labor
income share ratio. On the other hand, shocks from
economic growth rates and the labor income share ratio
were estimated to improve the index on the quality of
employment after one or two periods.

Composite
index

Stability

Wages

Working
hours

0.6033**

0.1559

0.2403**

1

0.4804**

0.1451

0.6974**

-0.0159

0.2736

0.0934

2

0.3946**

0.2922**

0.4736**

-0.0440

0.6667**

0.1903

1

0.7400**

2

0.9580**

0.3588**

1

-0.0479

0.1829

2

-0.0786

-0.4496**

0.2904**

Industrial
safety

0

-0.1782

0.7676**

Skill
development

-0.0722

0.7961**

0.3500**

0.2193

0.3279

0.7254**

0.2171

1.1739**

0.3711

-0.3211

-0.1088

0.1279

0.0295

-0.0053

0.1937

-0.4757**

0.2089

Notes: 1) ** represents a significance level of 5%.
2) The time lag was set as the two periods, considering the Akaike Information Criterion (AIC) and the significance of the co-efficients.
3) The confidence interval was established by conducting 500 repetitive estimations based on the Monte Carlo simulation.
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Impulse Response Function Based on Estimation of Panel VAR Model1)2)

<Figure 9>
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Note: 1) Impulse responses of labor productivity, economic growth rates, and the labor income share ratio to shocks in the quality of employment.
2) The dotted lines represent the confidence interval at a significance level of 5% (based on 500 repetitive estimations using the Monte Carlo simulation).
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Ⅳ. Implications
This paper calculated the composite index on the
quality of employment based on five representative
factors—stability, wages, working hours, skill
development, and industrial safety. It also evaluated
the qualitative level of Korea’s employment and
conducted an empirical analysis, using the index, on
the aftereffects of the quality of employment on labor
productivity.
First, the results of the estimation of the index
on the quality of employment showed that Korea
performed better in terms of wages and skill
development but lagged behind other OECD
countries in terms of stability, working hours and
industrial safety. Next, using the dynamic panel
regression model and panel VAR model, an empirical
analysis was conducted on the relationship between
the index on the quality of employment and labor
productivity, which showed that an improvement
in the quality of employment had a positive effect
on labor productivity. By factor, an improvement
in the quality of employment, in terms of stability,
wages, and skill development, significantly boosted
labor productivity. In addition, the panel VAR model
showed that the quality of employment was estimated

to have a significant positive effect not only on labor
productivity but also on economic growth rates in the
long term.
The results of the above analyses imply that
low performing areas in terms of the quality of
employment require specific improvements in order to
expand growth potential via the enhancement of labor
productivity. Accordingly, workplace and income
stability need to be enhanced by improving the dual
structure of the labor market, including preventing
the abuse of non-regular employees, reducing the
gap in working conditions between regular and nonregular employees, and expanding social safety
nets. In addition, the government needs to reduce
working hours by introducing a phased shortening
of the legal working hours and take steps to prevent
industrial accidents by improving working conditions
and tightening the regulations on punishment for
such accidents. Furthermore, the government’s job
creation schemes need to focus on high-quality jobs
for vulnerable groups, such as young people, rather
than on non-regular and low-wage jobs. In particular,
the government needs to make efforts to increase
high-quality jobs in public services sectors, such as
education, health, and welfare services, which have
recently been facing growing demand.
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Financial Stabilty Overview

[Overview]
Korea’s financial system has maintained a
generally stable picture, thanks to continuing
favorable levels of soundness among financial
institutions and in the foreign exchange sector.
However, potential financial system risk is
judged to have increased somewhat, as financial
soundness in the household and corporate sectors
has declined.

situation related to financial stability, did meanwhile
rise from 3.5 in April 2015 to the 5.0 level as of
October 2015, but also remains below the “Warning“
stage threshold (8).
Financial Stability Map1)2)
Period analyzed for H1 2015 Financial Stability Report
Period analyzed for H2 2015 Financial Stability Report
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First, amid a lack of improvement in household
income conditions, the amount of household debt has
expanded greatly due to increased housing purchases
for example. In the corporate sector, meanwhile,
sales have fallen greatly and financial structure
stability has lessened as well.
The slump in profitability at banks has persisted,
but amid favorable capital adequacy the trend of
improvement in asset soundness has been sustained,
even despite the declines in household and corporate
sector financial soundness, thanks to the easing of
borrowers’ repayment burdens due to the continuing
low interest rates. At non-bank financial institutions
most management indicators have shown signs
of improving. The financial markets have shown
somewhat unstable movements, meanwhile, with
stock price and exchange rate volatilities expanding
and credit concerns in the corporate bond market
rising. Foreign exchange soundness has maintained a
satisfactory level, with net external assets increasing
and the ratio of short-term external debt falling.
These changes in the financial stability situation
are reflected in the Financial Stability Map. 1)2)
The Financial Stability Index (FSI)3), showing the
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<The level during the Asian financial crisis (Jan.1998) equals 100>
Source: The Bank of Korea

1) The Financial Stability Map presents a comprehensive picture of stability in six dimensions – two concerning macroprudential soundness conditions (the debt servicing
capacities of the household and business sectors) and four concerning the financial system (banks, non-bank financial institutions, the financial markets and foreign
exchange soundness). If the decile reading of a particular dimension is from 5 to 6, then this may be seen as a degree of stability in that dimension corresponding to its
average levels in the past (since 1995).
2) The financial market infrastructure has been included as a sector related to financial system stability beginning from the H1 2015 FSR. Since this is a sector connected
with the financial substructure, however, including the payment and settlement system for example, it is not included in the Financial Stability Map.
3) The Financial Stability Index (FSI) is an index created by converting a variety of different financial stability indicators into a single index, and can be used as one of the
indicators for judging overall macroprudential conditions. Here the optimum critical threshold Warning and Crisis stages are calculated on the basis of the “noise-to-signal
ratio” approach, at 8 and 22 respectively. For further details refer to the April 2012 Financial Stability Report, <Box IV-1> “Outline of Financial Stability Index (FSI)”.

30 QUARTERLY BULLETIN / March 2016

[Korea’s Financial Stability Situation]
 The financial soundness of the household
sector has declined, despite improvements in the
debt structure including expanded proportions
of fixed-rate and amortizing loans, as the pace of
increase in debt has been continually accelerating.
At 1,166 trillion won as of the end of September
2015, total household debt had risen by 10.4% yearon-year, with its pace of increase having continually
grown since the third quarter of 2014. The household
debt-to-disposable income ratio, at 143.0%
(estimated) as of the end-September 2015, was also
5.0% points higher than at the end of March 2015
(138.0%).

Household debt repayment expenditure1)
-to-disposable income and
household expenditure2)-to-income3) ratios
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The ratio of household debt repayment expenditures
to disposable income stood at 41.4% in the second
quarter of 2015, having jumped by 2.7% points yearon-year. This was a result mainly of factors such as
the expansion in the proportion of amortizing loans
and a decline in business incomes. The household
expenditure-to-income ratio on the other hand fell by
1.5% and 0.9% points year-on-year respectively in
the second (76.8%) and third (76.9%) quarters, due
mainly to a decrease in consumption expenditures
in line with the outbreak of Middle East Respiratory
Syndrome (MERS).

The household financial debt-to-financial
assets ratio (44.0% at end-June 2015) meanwhile
maintained a relatively favorable picture, in spite
of the accelerated pace of increase in household
debt, owing to the continuing high rate of increase
in financial assets. At 44.9% as of the end 2014, this
ratio was higher than the 36.9% average of the 23
OECD member countries.
 Profitability in the corporate sector has
improved slightly but financial soundness
has declined, with a large-scale deterioration
in growth and a rising number of financially
vulnerable firms.
The rate of sales growth recorded a substantial
negative level (-7.1%) in the first half of 2015,
and the sluggishness of growth deepened. The
operating income-to-sales ratio was 5.6%, higher by
0.9% point than in the first half of 2014 (4.7%), as
profitability improved. This result is seen as mainly
because of firms having pursued productivity more
than expansions in size as their business strategy
priorities, in line with the worsening of external
conditions.
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Changes1) in debt ratios, by major industry
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Corporate financial structure soundness has
deteriorated somewhat, due to increases in debt and
declines in short-term repayment capacities and so
on. The proportion of corporations with debt ratios
of 200% or above has risen (end-2014 12.3% →
end-June 2015 12.9%), and that of companies with
interest coverage ratios below 100% has a lso shown
a slight increase.

 Banking sector soundness has shown a
generally favorable picture despite a structural
slump in profitability, with asset soundness
improving and so on.

Indicators of corporate financial structure soundness
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Profitability has expanded, centering around
loans, and asset soundness has also shown a trend of
improvement due to a continuing trend of decline in
substandard-or-below loan ratios for example. With
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meanwhile, most industries except
for 2013
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and shipping have not seen any great changes. In
the case of the shipbuilding industry, however, its
debt ratio has exceeded 200% in 2015, in line with a
slump in overall business conditions.
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Profitability has continued its trend of decline,
with the return on assets (ROA) falling from 0.48%
in the first quarter of 2015 to 0.44% in the third
quarter for example. Banks’ structural margin ratio,
indicating their capacities for generating sustainable
profits, has continued to decrease, with declines in
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their loan-to-deposit interest rate spreads and net
interest margins, and recorded 0.8% in the third
quarter of 2015, the lowest level since compilation
of this statistic began in 1999.
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 Non-bank financial sector soundness has
improved overall, with trends of growth being
sustained and capital adequacy showing favorable
levels.
Rates of total asset growth have fallen slightly
in some non-bank financial institution sub-sectors,
but as of the end of September 2015 the sector as
a whole was sustaining its trend of growth and
showing a high level of 10.5% year-on-year.
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Capital soundness has remained at a satisfactory
level. At 14.67% as of the third quarter of 2015, the
BIS total capital ratio was lower by 0.18% point than
in the previous quarter but still greatly above the
regulatory standard (8.0%). The provision coverage
ratio, which shows banks’ capacities for absorbing
expected losses, was 141.5% (estimated) in the third
quarter and had also sustained its trend of increase.
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Sources: Commercial banks’ business reports

Profitability has generally improved. Returns on
assets (ROA) have risen, owing to declines in loan
loss provisions at mutual credit cooperatives, to
expansions in fee incomes and decreases in interest
expenses at securities companies, to increases in
interest earnings and declines in loan loss provisions
following reductions in bad loans at mutual savings
banks, etc. These improvements in non-bank
financial institution profitability owe mainly to the
declines in market interest rates, however, and so
the volatility of profits can expand in line with any
changes in the financial market environment in the
future.
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Non-bank financial institution ROAs1)

Note: 1) Net incomes for past one year / Average total assets for
past one year
Sources: Financial institutions’ business reports

Capital adequacy ratios have fallen slightly in
some sectors, but are maintaining satisfactory levels
greatly exceeding the financial supervisory standards
in all sectors.
Non-bank financial institution
capital adequacy ratios1)2)

Interest rate, stock price and FX volatilities1)

Note: 1) Daily volatility calculated using exponential weighted moving
average (EWMA) method
Source: The Bank of Korea

The Treasury bond (3-year) yield had fallen, due
to spreading economic unrest in China and other
emerging market economies, but has reversed to an
increase since October 2015 on expectations of a
domestic economic recovery and the possibility of a
Fed rate hike.
BOK Base Rate, Korea and
U.S. Treasury bond yields

Notes: 1) mutual credit cooperatives’ net capital ratio (2%; community
credit cooperatives 4%; agricultural cooperatives 5%),
credit-specialized financial companies’ adjusted-capital ratio
(7%; credit card companies 8%), savings banks’ BIS capital
ratio (6%; companies with assets over 2 trillion won 7%),

Sources: Korea Financial Investment Association, Bloomberg

Insurance companies’ risk-based capital ratio (supervisory
standard 100%), securities companies’ net operating capital
ratio (150%)
2) Dotted lines indicate the relevant supervisory capital
adequacy standards.
Sources: Financial institutions’ business reports

 The domestic financial markets have shown
some degree of instability, with the volatility of
market prices expanding and credit concerns
growing for example.
Stock price and exchange rate volatilities have
increased, on concerns about a global economic
slowdown and expectations of a policy interest rate
hike by the US Federal Reserve among other factors.
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The won/US dollar exchange rate has fluctuated
sharply, in line with changes in expectations related
to monetary policies at home and abroad, while
the won/yen rate, after having risen on a trend of
safe asset preference, has reversed to a decline
since October 2015 as global risk preferences have
improved.

Won / USD and won / yen exchange rates

Net external assets, and liquidity indicators

Source: The Bank of Korea

Source: The bank of Korea

In the corporate bond market, meanwhile, owing
to increased credit concerns following the slumps in
corporate business conditions, credit spreads on both
prime and non-prime corporate bonds have widened
rapidly.

Domestic banks’ foreign currency funding
conditions have shown temporary deteriorations
in the second half of 2015, with the highlighting
of the likelihood of a policy rate hike by the US
Federal Reserve and of concerns about the economic
slump in China, but have shown a favorable picture
overall. In particular, although the spread on longterm foreign currency borrowings rose to 79 basis
points in September 2015, it then fell from October
with the continuation of the current account surplus
and so on, and has since then shown a trend of small
fluctuations at around the 60bp range.

Corporate bond credit spreads1),
and spread across credit ratings

Domestic bank long-term borrowing spread1) and
CDS premium2)

Note: 1) 3-year maturity basis
Source: Korea Financial Investment Association

 Foreign exchange soundness has shown a
favorable picture overall.
The net external asset has continued to grow while
the external payment capacity has maintained sound
conditions, with the ratios of short-term external debt
relative to foreign exchange reserves and to total
external debt sustaining their low levels.

Notes: 1) Borrowing spreads based on LIBOR (nine domestic bank basis);
calculated by amount-weighted averaging
2) Based on simple average of CDS premiums of Kookmin Bank,
Industrial Bank of Korea, Shinhan Bank, Woori Bank, and KEB
Hana Bank
Sources: The Bank of Korea, Bloomberg

The volatility of foreigners’ securities investment
fund flows has expanded, on the influence of
changes in global fund flows, etc. From June 2015
these funds showed a large-scale outflow, influenced
by international financial market instability. Since
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October, however, foreigners’ securities investment
funds have shown small degrees of net inflows and
net outflows, in line with the expectations of a Fed
rate hike within this year and so on.
Net foreign investor portfolio investment fund flows1)

The proportion of foreign currency settlements
carried out through the CLS system has fallen since
the first quarter of 2015, owing for example to
an increase in transactions involving the Chinese
yuan, a non-CLS settlement currency, but has
still maintained a high level in the 70% range. In
the retail payment systems operated by the Korea
Financial Telecommunications & Clearings Institute,
the number of cases of net settlement participants’
net debit cap utilization rates exceeding the 70%
warning level has meanwhile risen since the second
quarter of 2015, in line for example with temporary
large-scale fund transfers due to some companies’
subscriptions to public offerings and the related
refunds.
Retail payment and foreign exchange settlement
system risk indicators

Ratio of settlement concentration at around closing time (LHS)

Note: 1) Monthly
amounts
of net
inflows
outflows
Maximum
intraday
overdraft
capand
exhaustion
rate (LHS)

(frequency)

Proportion of payment orders in queue for settlement (RHS)

Source: The Bank of Korea

 Settlement risk in the major payment and
settlement systems has been managed stably.
The maximum intraday overdraft cap exhaustion
rate and the proportion of payment orders in queue
for settlement, which reveal the levels of secured
settlement liquidity of institutions participating in
the large-value payment system, BOK-Wire+, have
shown generally favorable pictures. Moreover, since
the second quarter of 2015 there have been zero
cases of operating hours extension due to computer
system failures at participant institutions.
Large-value payment system risk indicators
Ratio of settlement concentration at around closing time (LHS)
Maximum intraday overdraft cap exhaustion rate (LHS)
Proportion of payment orders in queue for settlement (RHS)

Source: The Bank of Korea

The securities settlement systems have been
operated stably, with a decrease in the proportion
of payments for settlement of exchange-traded
and over-the-counter stock and government bond
transactions made after the settlement delay penalty
deadline, etc.
(frequency)

Securities settlement system risk indicators

(%)

Payment shares3)
Payment
deadline1)

Source: The Bank of Korea

Penalty
deadline2)

2014

2015

Q1

Q2

Q1

Q2

Q3

16:00

-

-

-

-

-

16:00

16:00

0.11

-

0.04

-

-

16:50

16:50

-

0.08

0.01

0.001

-

Exchangetraded
stocks

16:00

Exchangetraded
goverment
bonds
OTC stocks4)

Notes: 1) Settlement deadline under system operating rules
2) Deadline after which settlement delay penalty assessed
3) Shares of payment funds paid after the settlement deadlines
4) Institutional investors
Source: The Bank of Korea
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[Analysis of Financial Stability Issues]
 Compared to the cases of major countries
the speed of population aging in Korea is rapid,
and so its effects on overall household debt
through a variety of channels can become large.
Population aging is foreseen as likely to cause a
slowdown in the pace of household debt growth due to a decrease in the asset accumulating population
aged 35 to 59, the core group with demand for debt,
and to an increase in the population aged 60 and
above, who have higher propensities to reduce their
debts. But even if members of the elderly cohort
liquidate parts of their debt after retirement, the
proportion in total financial debt accounted for by
this group appears likely to rise, as members of the
50s age cohort, the current main holders of financial
liabilities, enter their 60s. It has been analyzed that
Korean households in fact expand their debts up
until the age of 57, after which they are repaying
their debts through means such as disposals of real
assets.
Rates of increase in household debt1) and population
structure, and financial debt distribution2)

Changes1) in financial debt and assets,
by age group
(10 thousand won)

(10 thousand won)

Note: 1) Based on average yearly changes in debt and asset by age group, between
2010 and 2014
Sources: The Bank of Korea, Statistics Korea (Survey of Household
Finances and Living Conditions)

Meanwhile, population aging can cause risks
of declines in real estate prices stemming from
increased disposals of real assets in the process
of debt deleveraging, and of increased numbers
of vulnerable elderly families. These risks can be
particularly large because the speed of Korean
population aging is rapid and the 50s and 60s age
cohorts, whose demand for debt deleveraging is
great, are holding mainly real assets, while the
proportion of marginal households in this group
is also high. The effects of population aging are
expected to be felt full-scale within three to four
years, and since responding within a short period
of time will be difficult it is necessary to respond
preemptively, through continuing household debt
management, the revitalization of real estate finance
by the introduction of reverse mortgages, though the
creation of specially designed jobs for the elderly,
and so on.
Asset composition and shares1)2) of
marginal households, by age group

Notes: 1) Household credit statistics basis

<Asset composition>

<Marginal households>

(10calculated
thousand won)to reflect changes in the distribution
(10 thousand won)
2) Projections

compared to 2014

18.6

Sources: The Bank of Korea, Statistics Korea (Survey of Household
Finances and Living Conditions)
12.6

13.7

Notes: 1) End-March 2014 basis
2) Shares of marginal households in the different borrower age groups
Sources: The Bank of Korea, Statistics Korea (Survey of Household
Finances and Living Conditions)
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 The number of chronically marginal firms
unable to cover their interest expenses with
operating incomes for a long period of time since
the global financial crisis is increasing, and they
are working as a factor burdening the macro
financial economy.
Among corporations subject to external audits,
the proportion of chronic marginal firms rose by
2.4% points between 2009 and 2014 - from 8.2%
(1,851 companies) to 10.6% (2,561). Among the
different industries, this proportion increased by
large extents in the shipbuilding, transportation,
steel and construction industries. As of the end2014, chronically marginal firms accounted for
levels of 7.8% (239 trillion won) of the total assets
of all corporations subject to external audits, 14.1%
(228 trillion won) of their total liabilities, and 5.4%
(191,000 people) of their total employees. Compared
to normal companies, chronically marginal firms
have low degrees of contribution to the real economy,
while their levels of dependence on debt are high.
Status of chronically marginal firms
1)

<Changes in proportions
of firms, by industry>

<Assets, debts and
numbers of employees2)>

18.6

3.7

Notes: 1) Changes in proportions between 2009 and 2014
2) End-2014 per-industry averages
Source: KIS-Value

Due to worsening cash flows stemming from their
slumps in profitability, the majority of chronic marginal
firms are managing to survive through reliance on
borrowings. Financial institutions have continued
their credit supply to these firms, based mainly on
collateral and guarantees, in line with their practices of
forbearance lending characterized by tendencies toward
leniency in the rating of firms’ credit levels and in their
own management of asset soundness. The ongoing low
interest rates have also worked as a factor intensifying
chronically marginal firms’ reliance on borrowings, by
alleviating their interest payment burdens.
38 QUARTERLY BULLETIN / March 2016

Proportions of firms
in deficit1)

Chronically marginal firm
loan soundness
classifications2)

Notes: 1) Firms that averaged negative (-) operating income-to-sales ratios
between 2009 and 2014
2) Based on chronically marginal firms that have recorded three
consecutive years of operating deficits and of debt ratios above
200% (five domestic bank basis, as of end-June 2015)
Sources: KIS-Value, the Bank of Korea

As the number of chronically marginal firms
increases, their negative effects on investment and
employment can expand and on resource allocation
efficiency fall, thus constraining economic growth.
Moreover, since chronically marginal firms’ financial
conditions are weak, their large-scale defaults at
times of domestic or external shock occurrence
could work as a factor of destabilizing the financial
system. Efforts will thus have to be redoubled to
ensure that corporate restructuring can be pushed
ahead with, preemptively and effectively, through for
example improvement of the restructuring system
and strengthening of the role of the creditor financial
institutions.
 Emerging market economies have shown
trends of instability recently, with the values of
their currencies falling and capital flowing out
from them. In line with these developments there
is a possibility of substantial effects on the Korean
economy, which has close connections with EMEs.
Looking at the factors causing instabilities in
emerging economies, the strengthened interlinkages
with China of their real economies and financial
sectors since the financial crisis have raised the
possibilities of the slowdown in Chinese economic
growth spreading rapidly to affect them. Since the
second half of 2014, concerns have increased that
EMEs’ international credit standings will decline
as the current and fiscal balances of raw material-

exporting countries deteriorate due to the slowdown
in Chinese economic growth. Moreover, capital
liberalization in EMEs has progressed greatly and
their external borrowings have also expanded since
the global financial crisis, centering around their
corporate sectors. Owing to these factors there are
potential risks of foreign debt repayment burdens
and capital outflow volatility becoming large when
the US Federal Reserve raises its policy rate in the
future.
External dependency of major EMEs1)
<Shares of exports
to china (LHS)>

<Corporate sector foreign
currency borrowings (RHS)>

Empirical analysis has also shown that the Korean
economy, even if its economic fundamentals are
sound, can experience greatly worsening foreign
currency funding conditions in times of international
financial market instability. This is because, due to
Korea’s high interconnectedness with EMEs in the
real and financial sectors, as well as to the trend
of strengthening financial market synchronization,
global risk aversion can spread to the domestic
economy if factors such as an economic slowdown
in China, a US interest rate hike and instabilities
in EMEs should appear together. As of September
2015 it was analyzed that the probability of Korea’s
foreign currency funding conditions (CDS premium)
worsening in the existing conditions was 23.2%,
but that this would increase to 48.0% in the case
where financial instabilities in EMEs expanded, and
increase greatly to 75.0% should upward pressures
on international interest rates rise due to rate hikes
by the US Federal Reserve appear.

Note: 1) Shares of exports to China based on India, Indonesia,
Malaysia, Thailand, Brazil, Turkey, Russia, the Republic of
South Africa and Korea, while Corporate sector foreign
currency borrowings add China as well
Source: The Bank of Korea

Given the steadily expanded size of trade and
capital transactions between Korea and other
emerging market countries, instabilities in EMEs
could not only have adverse impacts on the Korean
real economy, but also cause pressures for outflows
of foreigners’ securities investment funds.
Investments1) between Korea and EMEs

Note: 1) Sum of International Investment Positions(IIP) of China, Southeast Asia,
Central and South America, and the Middle East area; applicable year
accumulation basis
Source: The Bank of Korea
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Payment and Settlement Trends in 2015

Ⅰ. Overview
Ⅱ. Retail Payment and Settlement Trends
Ⅲ. Large-value Payment and Settlement Trends
Ⅳ. Measures Taken for Improving
Payment and Settlement Systems


Payment & Systems Stability Team, Payment & Settlement Systems
Department
Manager Min-Kun Son
02-750-6659 minkun@bok.or.kr

Ⅰ. Overview
Payments and settlements are divided into retail
payments and settlements, which are payments made
by customers using payment instruments, and largevalue payments and settlements, by which are funds
transferred between financial institutions.
In 2015, the daily average value of payments
and settlements via non-cash payment instruments
amounted to KRW 347.8 trillion, with its rate of
increase rising from 4.6% in 2014 to 10.7% in 2015.
The daily average value of retail payments and
settlements, such as funds transfers between bank
accounts and card payments, amounted to KRW 75.5
trillion, increasing by 7.3%, and the daily average
value of large value payments and settlements via
BOK-Wire+ amounted to KRW 272.3 trillion,
recording an 11.6% increase.
<Table 1>

Payment and Settlement Value
by Non-Cash Payment Instruments
(Daily Average)
(KRW trillion, year-on-year %)

2015
2013
Retail settlements

67.8

2014

Annual Rate of
increase/
value decrease

70.4

75.5

7.3

Bills and checks

26.0

24.4

22.8

-6.5

Funds transfers1)

40.1

44.2

50.8

14.9

Cards and others2)
Large-value
settlements
Total

1.6

1.7

1.9

8.8

232.7

243.9

272.3

11.6

300.5

314.3

347.8

10.7

Notes : 1) Includes Giro System, Electronic Banking System, Inter-bank Funds
Transfer System, CD system, Cash Management Service System,
Local Bank Shared System, and E-Commerce System.
2) Includes credit cards (excluding cash advances), check cards, prepaid cards, cash IC cards, and debit cards.
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Ⅱ. R
 etail Payment and Settlement
Trends
1. Bills and Checks
In 2015, the daily average value of payments and
settlements via bills and checks amounted to KRW
22.8 trillion, recording a 6.5% year-on-year decrease,
due to drops in the use of cashiers’ checks in preset
denominations and the issuance of call promissory
notes by financial investment companies.
<Table 2>

Payment and Settlements via Bills and
Checks (Daily Average)
(KRW billion, year-on-year %)

2015
Rate of
Annual increase/
decrease

2013

2014

2,669

2,514

2,497

-0.7

345

313

267

-14.7

113

94

73

-22.3

229

216

192

-11.2

2,323

2,202

2,230

1.3

20,799

19,398

17,975

-7.3

7,212

5,283

3,281

-37.9

13,018

13,469

13,470

0.0

397

495

1,093

121.0

Other instruments2)

2,508

2,501

2,347

-6.2

Total

25,977

24,414

22,818

-6.5

Cashiers’ checks
Preset Value
(KRW 100,000
denomination)
(KRW 1,000,000
denomination)
Non Preset
Value
Promissory notes
and Other
(Promissory notes)
(Current account
checks)
(Electronic bills)1)

Notes: 1) Excludes electronic bills provided as security for Intermediated
Lending Support Facility provided by the Bank of Korea to banks
at lower interest rates in order to support middle-and small-sized
companies
2) Includes postal money orders, notices for call fund settlement,
receipts of securities principal and interest payments, etc.
Source: KFTC

Cashiers’ checks recorded a 0.7% year-on-year
decrease, caused by a decrease in the use of cashiers’
checks in preset denominations, such as KRW
100,000 and KRW 1,000,000, which was due to the
increase in types of electronic payment instruments,
the growing prevalence of card use, and the increased

use of KRW 50,000-denominated banknotes, despite
a slight increase in the use of cashiers’ checks whose
value are not preset.
The daily average value of settlements via
promissory notes decreased by 7.3%, due to a
reduction in the number of call promissory notes
issued, which is attributable to the decrease in call
borrowings by financial investment companies.
However, a surge in the daily average value of
payments and settlements via electronic bills was
due mostly to the issuance of electronic bills for
settling accounts related to business transactions by
securities firms1) and construction companies due to
brisk sales of apartment units.
2. Funds Transfers
In 2015, the daily average value of customers’
funds transfered between financial institutions
<Table 3>

Payments through Funds Transfers1)
(Daily Average)
(KRW trillion, year-on-year %)

2015
Rate of
Annual increase/
decrease

2013

2014

34.4

37.8

43.9

16.1

(Internet banking)2)

17.4

18.4

20.3

10.3

(Firm banking)2)

13.5

15.6

19.3

23.4

(Mobile
banking)2)

0.1

0.2

0.3

38.6

Giro System

1.0

1.0

1.0

-1.0

CMS System

0.4

0.4

0.4

2.5

Interbank Funds
Transfer System and
others3)

4.4

5.0

5.5

9.6

Total

40.1

44.2

50.8

14.9

Electronic Banking
System

Notes: 1) Excludes BOK-Wire+
2) Based on transfers to other banks
3) Includes CD, Local Bank Shared System, E-Commerce System, and
Debit Cards-Shared Network and others.

amounted to KRW 50.8 trillion, and the rate of
increase in the daily average rose from 10.2% in
2014 to 14.9% in 2015 due to the rapid growth of
electronic payment instruments, such as internet
banking, mobile banking and firm banking.
In particular, the daily average settlement value of
firm banking increased to a similar level to that of
internet banking, while mobile banking maintained a
high growth momentum due to the increased number
of registered users on smartphones2) and other mobile
devices.
3. Payment Cards
In 2015, the daily average value of settlements
via payment cards amounted to KRW 1.9 trillion,
recording an 8.8% year-on-year increase.
The daily average value of payments using credit
cards recorded a 6.8% year-on-year increase due
to the increased use of credit cards at businesses
related to distribution, such as convenience stores,
home shopping channels, online shopping, and
supermarkets, despite a 16.8% decrease in credit
card use at gas stations caused by the drop in oil
prices. The daily average value of payments using
mobile credit cards soared by 83.7% year-on-year,
due to the increased prevalence of smartphones and
to the government’s permission allowing issuance of
mobile-only cards3).
The daily average value of payments using check
cards maintained a high growth momentum of
17.9%, following its 18.4% rate of increase in 2014,
due to the expansion of tax benefits4) and provision
of services similar to those available for credit cards.
The daily average value of payments using cash
IC cards soared by 97.8%, backed by the tax benefits
comparable to those available for check cards and
the increased number of stores accepting cash IC
cards, thanks to the low merchant fee rate of 1.0%,
while the daily average values of payments using
pre-paid cards and debit cards continued to decrease.

Source: KFTC
1) Securities firms places subscription deposits deposited by investors to buy stocks at public offering at the Korea Securities Finance Corp., which then provide
loans to the securities firms secured by electronic bills issued by the securities firms to the extent of the subscription deposits placed.
2) The number of registered mobile banking users increased from 48.2million as of the end of 2014 to 64.79 million as of the end of 2015, recording a 34.4%
year-on-year increase. If the same person subscribed to the services of several banks, that person was counted multiple times.
3) April 2015, the government permitted the issuance of mobile-only cards without the corresponding issuance of real (plastic) cards.
4) The maximum rate of tax deduction for check cards rose from a 40% in 2014 to 50% in 2015. However, the maximum rate of tax deduction for credit cards
in 2015 remained unchanged from 15% in 2014.
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<Table 4>

Payment Card Use1) (Daily Average)
(KRW billion, year-on-year %)

2015
Rate of
increase/
decrease

2013

2014

Credit Cards2)3)

1,373

1,416

1,512

6.8

Individuals

1,021

1,055

1,110

5.2

351

360

402

11.7

2

16

30

83.7

Check Cards3)5)

263

312

368

17.9

Prepaid Cards6)

3.3

2.7

2.3

-15.8

Cash IC Cards7)

0.1

0.3

0.5

97.8

Debit Cards

0.0

0.0

0.0

-30.9

Total

1,639

1,730

1,883

8.8

Corporations
Mobile Cards 4)

Annual

As of the end of 2015, the number of check cards
issued was 115.4 million, recording a 5.9% year-onyear increase and exceeding the 93.1 million credit
cards that were issued, which represented an 0.8%
year-on-year increase.
In addition, as of the end of 2015, the number of
check cards issued per person stood at 2.3 cards,
recording a 5.5% year-on-year increase and thus
surpassing the number of credit cards per person of
1.8 cards, which rose slightly by 0.5% year-on-year.
<Figure 2>

Number of Credit Cards and Check
Cards Issued (as of the end of relevant periods)

Notes: 1) Based on payments excluding cancellations after approval
2) Exclude cash advances
3) Include overseas uses of credit cards
4) Payment card information is stored on mobile devices or networks,
and mobile devices are used to make payments.
5) In 2014, securities firms were added to the list of companies that
are obligated to report related statistics.
6) Include prepaid cards issued by stand-alone payment card companies,
banks and bank subsidiaries issuing payment cards.
7) In November 2012, cash cards, which previously could only be used

Sources : S tand-alone payment card companies, banks and bank subsidiaries
issuing payment cards securities firms

at CD/ATM machines, became available for use at stores with IC card
terminals.
Sources:Stand-alone payment card companies, banks and bank subsidiaries
issuing payment cards securities firms, and KFTC

<Figure 1>

<Figure 3>

Number of Credit Cards and Check
Cards Issued (as of the end of relevant periods)

Rates of Increase in Daily Average
Values of Credit Cards and Check
Cards Use1)

Sources : S tand-alone payment card companies, banks and bank subsidiaries
issuing payment cards securities firms

Note: 1) Year-on-year basis
Sources: Stand-alone payment card companies, banks and bank subsidiaries
issuing payment cards and securities firms
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The daily average value of payments via credit
cards (for purchases of individual goods and
services) and check cards per transaction continued
to drop, due to the popular use of credit and
check cards at convenience stores, supermarkets,
and restaurants and for the payment of public
transportation charges, thus recording KRW 44,518

and KRW 24,850 respectively, representing a 4.97%
and 3.92% year-on-year decrease.

<Table 5>

Settlements via BOK-Wire+
(Daily Average)
(KRW trillion, year-on-year %)

<Figure 4>

2015

Payment Value via Payment
Cards Per Transaction1)

Note: 1) Payments via credit cards were made by individuals for the purchase
goods and services.
Sources: Stand-alone payment card companies, banks and bank subsidiaries
issuing payment cards and securities firms

Ⅲ. L
 arge Value Payment and
Settlement Trends
Large value payments and settlements are
processed via BOK-Wire+ and encompass transfers
of call funds, securities funds, and foreign exchange
funds between financial institutions, customers’
large-value funds transfers, net settlements among
participants of retail payment systems, and transfers
of funds between participants of BOK-Wire+ and
BOK such as treasury funds transfers.
In 2015, the daily average value of funds transfers
in Korean won via BOK-Wire+ increased from KRW
243.9 trillion in 2014 to KRW 272.3 trillion. The
annual rate of increase in the daily average value
also rose, increasing from 4.8% in 2014 to 11.6%
on a year-on-year basis, largely due to an increase in
securities settlement funds transfers, such as those
related to institutional repos, despite a drop in call
transaction funds following regulation limiting call
loans provided to financial investment companies.

2013 2014

Transfers between
participants
(Call transaction
funds)
(Securities
settlement funds)
(Foreign exchange
settlement funds)
(Customers’
payments)1)
(Net settlement
funds)2)
(Others)
Transfers between
BOK and participants3)
Total Korean won
funds transfers

220.0 230.3

Rate of
Annual increase/
decrease
257.4

11.8

50.8

43.9

31.4

-28.5

79.8

93.5

115.6

23.6

15.7

14.9

18.4

23.9

30.8

35.1

41.5

18.3

13.3

14.2

16.9

19.3

29.5

28.7

33.6

17.2

12.7

13.6

14.8

8.7

232.7 243.9

272.3

11.6

Notes: 1) Large-value funds of companies transferred to their recipients via
BOK-Wire+
2) Value of funds for which final settlements between participants in
the retail payment systems, operated by the KFTC, are carried out
on a net basis.
3) Include payments on government and public bond transactions, treasury
funds transfers and BOK loans.
Source: BOK

The daily average value of call transaction funds
transferred through BOK-Wire+ recorded a 28.5%
year-on-year decrease, due to a contraction in call
transactions by financial investment companies,
which was following reform of the short-term
financial market5).
<Figure 5>

Call Transaction Funds Transferred
through BOK-Wire+1) (Daily Average)

Note: 1) Based on settlement operations conducted through the Bok-Wire+
Call Transaction Settlement System
Source: BOK
5) In line with the “Plans to Enhance the Short-term Financial Market” of the government and the BOK, the call money cap imposed on financial investment
companies was reduced from 25% to 5% of equity capital in a phased manner throughout 2014 in order to reduce the concentration of demand for the
call market. Starting in 2015, all financial investment companies, with the exception of primary dealers of Treasury bonds or institutions participating in open
market operations, were ultimately excluded from participation in the call money market.
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On the other hand, the daily average value of
securities settlement funds transfers recorded a
23.6% year-on-year increase, driven mainly by
transfers related to institutional repos, money market
instruments, and bonds.
<Figure 6>

Securities Settlement Funds Transferred
through BOK-Wire+ (Daily Average)

Credit and debits between financial institutions,
resulting from the use of non-cash payment
instruments7) by financial customers are netted and
settled through BOK-Wire+ at the designated time on
the following business day. In 2015, net settlement
transfers between BOK-Wire+ participants recorded
a 19.3% year-on-year increase, mainly due to the
increased use of non-cash payment instruments
via retail settlement systems, such as the Interbank
Shared Networks.
<Figure 8>

Net Settlements Transferred
through BOK-Wire+ (Daily Average)

Source : BOK

Settlements of foreign exchange transactions 6)
through BOK-Wire+ recorded a 23.9% year-on-year
increase. This increase was due to a 27.9% surge in
general funds transfers, attributable to the increase in
Renminbi transactions following the opening of the
Renminbi direct transaction market in December 2014
<Figure 7>

Foreign Exchange Settlement Funds
Transferred through BOK-Wire+1)
(Daily Average)

Source: BOK

Meanwhile, the daily average value of funds
transfers between the BOK and BOK-Wire+
participants, including government and public bond
transactions, treasury funds transfers, and BOK
loans, amounted to KRW 14.8 trillion, showing an
increase of 8.7% since 2014.
<Table 6>

Funds Transfers between BOK
and BOK-Wire+ Participants
(Daily Average)
(KRW trillion, year-on-year %)

Note: 1) Funds transferred via the CLS system are indicated on a net basis
while funds via the general funds transfer system are indicated on a
gross basis.
Source: BOK

and also to a slight 3.6% increase in funds transfers via
the CLS System.

Government
and public bond
transactions1)
Treasury funds
transfers2)
BOK loans
Total

2015
Rate of
Annual increase/
decrease

2013

2014

7.8

8.0

8.4

5.7

4.1

4.7

5.1

7.7

0.7

0.9

1.3

39.2

12.7

13.6

14.8

8.7

Note: 1) Issuances and redemptions of government bonds, Monetary
Stabilization Bonds, BOK repo transactions, coupon payments, etc.
2) Includes transfers through Treasury Network
Source: BOK

6) In the case of foreign exchange settlements through correspondent banking networks and the CLS System, Korean won-denominated funds transfers are processed
by BOK-Wire+. In particular, the CLS System handles payments for the currency sold and the receipt of the currency bought simultaneously, without any time discrepancies among countries, which is made possible through connections between the payment system of CLS Bank International and those of central banks.
7) Retail payments are processed through the Check Clearing System, Giro System, and Interbank Shared Networks, which are all operated by the KFTC, as well
as through the individual card settlement systems of credit card companies. The Check Clearing System deals with checks and bills, the Giro System with Giro
transfers, and the Interbank Shared Networks with funds transfers with the Electronic Banking System, Interbank Funds Transfer System, CD and CMS (Cash
Management System), etc.
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IV. Measures Taken for Improving
Payment and Settlement Systems
In 2015, the BOK conducted oversight activities for
payment and settlement systems, including the onsite inspection of and issuance of recommendations
for key payment and settlement systems and joint
examinations.
The BOK conducted evaluations of the Korea
Exchange(KRX)’s central counterparty(CCP) for
securities and derivative instruments and the Korea
Securities Depositary(KSD)’s settlement system
for institutional bond investors in relation to overthe-counter (“OTC”) bond transactions, against
the Principles for Financial Market Infrastructure
(PFMI)8). The results of the evaluations showed that
the CCP for securities and derivative instruments
had complied with the PFMI in most aspects
but required improvements in terms of collateral
management, operational risk, and funds settlements.
In addition, the settlement system for institutional
bond investors was found to have satisfied the PFMI
in most aspects but required improvements in terms
of funds settlements and operational risk.
The BOK monitored and evaluated the Renminbi
clearing system to ensure stable management
of the system and recommended measures for
improvements, such as those given to the Renminbi
clearing bank in connection with delays in
settlements at the beginning of the operation of
the Renminbi clearing system in December 2014.
Furthermore, it held consultative meetings with
financial institutions on the operational status of the
Renminbi clearing system in an effort to promote the
stable operation of the system and stimulate its use.

has increased the possibility of IT system failure
at FMI operators and participants to impacting
negatively on the smooth operation of the entire
network of payment and settlement systems.
Furthermore, the BOK participated in the selection
of Korean trade depositary (TR)9) operator for OTC
derivatives and contributed to establishing domestic
policy directions and implementation plans in
relation to the TR by reviewing on amendments to
related laws through participation in related workinglevel consultation meetings after the selection of the
TR operator.
Finally, the BOK conducted joint inspections of
two domestic banks and three financial investment
companies and called on the Financial Supervisory
Service to conduct an inspection of one financial
investment company. These inspections looked
into whether the banks and financial investment
companies had complied with the guidelines for
BOK-Wire+ settlements and regulations on the
implementation of funds transfers, examined the
actual status of settlement risk management, the
current status of liquidity management and operation
of business continuity plans, and their reporting
systems to BOK in case of computer system failures,
and instructed them to improve the weaknesses and
deficiencies identified through the inspections.

In addition, the BOK examined the current status
of IT operational risk such as IT-related incidents
at financial institutions, measures for improving
the current status, and future plans to oversee
IT operational risk, as the growing use of IT
technologies across payment and settlement systems
8) A new international standards that were established and announced by the Bank for International Settlements’ Committee on Payments and Market Infrastructures and the International Organization of Securities Commission in April 2012 by consolidating three existing international standards on payment and
settlements as expanding the infrastructure for the OTC derivatives market and overhauling the international standards for the operation of financial market
infrastructures emerged as major issues after the global financial crisis in 2008.
9) This refers to the FMI, which stores, manages, collects and analyzes relevant information on OTC derivatives transactions. At the G20 Summit held in Pittsburg
in September 2009, participants agreed to introduce TR for OTC derivatives as one of three global financial reforms.
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Monetary Policy Decision
Monetary Policy in January 14, 2016

The Monetary Policy Board of the Bank of Korea
decided today to leave the Base Rate unchanged
at 1.50% for the intermeeting period.
Based on currently available information the
Board considers that the trend of economic
recovery in the US has been sustained, and
that the modest improvements in the euro
area have continued. Economic growth in
emerging market countries including China
has meanwhile continued to slow. The
Board forecasts that the global economy will
maintain its recovery going forward, albeit at
a moderate pace, centering around advanced
economies such as the US, but judges that the
possibilities exist of its being affected by factors
such as the US Federal Reserve’s monetary
policy normalization, Chinese financial
market conditions, and international oil price
movements.
Looking at the Korean economy, although
domestic demand activities have sustained
their paces of recovery, driven by consumption,
the trend of declining exports has persisted
while economic agents’ sentiments have not
improved. On the employment front, as the
trend of increase in the number of persons
employed expanded in December, the
employment-to-population ratio rose compared
to that in December the year before while the
unemployment rate fell. The Board forecasts
that the domestic economy will continue its
recovery going forward, centering around
domestic demand activities, but in view of
external economic conditions judges the
uncertainties surrounding the growth path to
be high.
Consumer price inflation rose from 1.0% the
month before to 1.3% in December, due chiefly
to increases in agricultural product prices
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and to a narrowing of the extent of decline in
petroleum product prices. Looking ahead the
Board forecasts that consumer price inflation
will fall considerably short of the 2% inflation
target for the time being, owing mainly to the
disappearance of the effect from the cigarette
price hike and to the recent further declines
in international oil prices. Core inflation
excluding agricultural and petroleum product
prices meanwhile registered 2.4%, the same
as in November. In the housing market, the
upward trends of sales and leasehold deposit
prices slowed somewhat in both Seoul and its
surrounding areas and the rest of the country.
In the domestic financial markets, stock prices
and long-term market interest rates have
fallen, influenced mostly by instabilities in the
Chinese stock market and by the declines in
international oil prices, while the Korean won
has depreciated substantially against both the
US dollar and the Japanese yen, on the effects
in addition of Chinese yuan devaluation and
increased geopolitical risks. Bank household
lending has sustained a trend of increase at
a level substantially exceeding that of recent
years, led by mortgage loans.
Looking ahead, while working to sustain the
recovery of economic growth, the Board will
conduct monetary policy so as to maintain price
stability over a medium-term horizon, and pay
attention to financial stability. In this process it
will closely monitor external risk factors such
as any changes in the US Federal Reserve’s
monetary policy or in financial and economic
conditions in China, the movements of capital
flows, and the trend of increase in household
debt.

Monetary Policy in February 16, 2016

The Monetary Policy Board of the Bank of Korea
decided today to leave the Base Rate unchanged
at 1.50% for the intermeeting period.
Based on currently available information the
Board considers that the trends of economic
recovery in the US and the euro area have
weakened somewhat. Economic growth in
emerging market countries including China
has meanwhile continued to slow. The Board
forecasts that the global economy will maintain
its recovery going forward, albeit at a moderate
pace, centering around advanced economies
such as the US, but judges that it will be affected
by factors such as financial and economic
conditions in China and other emerging market
countries, international oil price movements,
and global financial market volatility.
Looking at the Korean economy, the trend
of decline in exports has expanded and the
recovery of domestic demand activities such
as consumption has also shown signs of
weakening somewhat, while the sentiments of
economic agents have been sluggish. On the
employment front, as the trend of increase in
the number of persons employed expanded in
December, the employment-to-population ratio
rose compared to that in December the year
before while the unemployment rate fell. The
Board forecasts that the domestic economy will
continue its recovery going forward, centering
around domestic demand activities, but in view
of external economic conditions judges the
uncertainties surrounding the growth path to
have increased.

to the declines in international oil prices. In the
housing market, the upward trends of sales and
leasehold deposit prices slowed in both Seoul
and its surrounding areas and the rest of the
country.
In the domestic financial markets, influenced by
global stock market unrest and by foreigners’
continuing net sales of domestic securities,
stock prices have fallen and the Korean won has
depreciated against the US dollar. The won has
depreciated even more against the Japanese yen
than the US dollar, on the strengthening of the
yen due to investor preference for safe assets.
Long-term market interest rates have fallen,
in response mainly to declines in interest rates
in major countries and to the movements of
domestic economic and price indicators. Bank
household lending has sustained a trend of
increase at a level substantially exceeding that
of recent years, led by mortgage loans.
Looking ahead, while working to sustain the
recovery of economic growth, the Board will
conduct monetary policy so as to maintain
price stability over a medium-term horizon,
and pay attention to financial stability. In this
process it will closely monitor external risk
factors such as any changes in the monetary
policies of major countries or in financial and
economic conditions in China, the movements
of capital flows, geopolitical risks, and the trend
of increase in household debt.

Consumer price inflation fell from 1.3% the
month before to 0.8% in January, owing
chiefly to the disappearance of the effect of the
cigarette price hike, and core inflation excluding
agricultural and petroleum product prices also
fell to 1.7%, from 2.4% in December. Looking
ahead the Board forecasts that consumer price
inflation will continue at a low level, due mainly
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Monetary Policy in March 10, 2016

The Monetary Policy Board of the Bank of Korea
decided today to leave the Base Rate unchanged
at 1.50% for the intermeeting period.
Based on currently available information the
Board considers that the US economy has
emerged from its temporary slowdown and
shown a trend of moderate growth. However,
the trend of economic recovery in the euro
area has weakened somewhat, while economic
growth in emerging market countries including
China has continued to slow. The Board
forecasts that the global economy will maintain
its recovery going forward, albeit at a moderate
pace, centering around advanced economies
such as the US, but judges that it will be affected
by factors such as financial and economic
conditions in China and other emerging market
countries, international oil price movements,
and global financial market volatility.
Looking at the Korean economy, the trend
of decline in exports and the weakening
recovery of domestic demand activities such
as consumption are continuing, while the
sentiments of economic agents have been
sluggish. On the employment front, as the
number of persons employed has steadily
increased, the employment-to-population ratio
rose in January compared to that in January last
year, while the unemployment rate fell. The
Board forecasts that the domestic economy will
continue its recovery going forward, centering
around domestic demand activities, but in view
of external economic conditions judges the
uncertainties surrounding the growth path to
be high.
Consumer price inflation rose to a significant
extent in February, from 0.8% the month
before to 1.3%, owing chiefly to increases in
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agricultural product prices. Core inflation
excluding agricultural and petroleum product
prices meanwhile rose slightly to 1.8%, from
1.7% in January. Looking ahead the Board
forecasts that consumer price inflation will
continue at a low level, due mainly to the low
oil prices. In the housing market, sales and
leasehold deposit prices showed low rates of
increase in both Seoul and its surrounding areas
and the rest of the country.
In the domestic financial markets, influenced
by the global stock market recovery and by a
subsiding of foreigners’ securities investment
fund outflows, stock prices have risen sharply
since February and the Korean won, after
having depreciated, has appreciated to a
considerable extent against the US dollar.
The won has meanwhile depreciated against
the Japanese yen, in line with the yen’s
strengthening. Long-term market interest rates
have rebounded slightly after having declined,
in response mainly to interest rate movements
in major countries. Bank household lending
has sustained a trend of increase at a level
exceeding that of recent years, led by mortgage
loans.
Looking ahead, while working to sustain the
recovery of economic growth, the Board will
conduct monetary policy so as to maintain
price stability over a medium-term horizon,
and pay attention to financial stability. In this
process it will closely monitor external risk
factors such as any changes in the monetary
policies of major countries or in financial and
economic conditions in China, the movements
of capital flows, geopolitical risks, and the trend
of increase in household debt.
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Organization of the Bank of Korea
(As of March 2016)

MONETARY POLICY BOARD

GOVERNOR

SENIOR DEPUTY GOVERNOR

AUDITOR

DEPUTY GOVERNORS(5)

DEPARTMENTS
IN HEAD OFFICE (15)

•Planning & Coordination
Department
•Communications
Department
•Information Technology
Department
•Personnel & Administration
Department
•The Bank of Korea
Academy
•Research Department
•Economic Statistics
Department

DOMESTIC
BRANCHES (16)

•Financial Stability
Department
•Monetary Policy
Department
•Financial Markets
Department
•Payment & Settlement
Systems Department
•Currency Department
•International Department
•Reserve Management
Group
•Economic Research
Institute

OVERSEAS
REPRESENTATIVE
OFFICES (5)

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

AUDIT
DEPARTMENT

•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 Board
Monetary Policy

Monetary Policy Decisions
Monetary Policy Instruments
Monetary Policy Transmission Mechanism
Monetary Policy Reports

Financial Stability

Monetary Policy since the Global Financial Turmoil

Payment Systems
Currency
Recent Papers & Publications
FX & Int'l Relations
Research Papers

By subject
Periodicals
Books
BOK Working Papers
Other Papers

News & Events
Governor’s Message
Introduction
Vision, Values and Strategies
About BOK

Organization
Function
Releases & Publications
The Bank of Korea Act
Location
The Bank of Korea CI
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Monthly
Quarterly
Semiannual
Annual
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List of Publications
Periodical
Frequency

Language

Dissemination
Type*

Annual Report

Annually

English

P, O

Financial Statement Analysis

Annually

English

O

Financial Markets 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

Quarterly

English

P, O

Financial Stability Report

Semiannually

English

P, O

Quarterly Bulletin

Quarterly

English

P, O

Economic Analysis

Quarterly

Korean

P, O

BOK Regional Economic Report(BOK Golden Book)

Quarterly

Korean

P, O

Monthly Bulletin

Monthly

Korean

P, O

BOK Working Papers

Occasionally

English

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

Frequency

Dissemination
Type*

Monthly Statistical
Monthly Statistical Bulletin
Bulletin

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

Monthly

P, B

Economic Statistics Yearbook

Statistics included in the Monthly Statistical Bulletin and others

Annually

P, B

Principal Economic Indicators

Principal indicators and the statistics included in the Monthly Statistical
Bulletin

Semimonthly

B

Money & Banking Statistics

Statistics on monetary aggregates(M1, M2, M3, etc.), the principal
accounts of CBs & SBs and other financial institutions, capital market
trends, principal interest rates, etc.

Monthly

B

Regional Financial Statistics

Statistics on the issuance and withdrawal of banknotes and coin by
the BOK’s branches, the deposits and loans of the BOK, CBs & SBs,
other financial institutions by province, etc.

Monthly

B

Balance of Payments

Current account, capital account, financial accounts, exports & imports
by type of goods, indexes of foreign trade and terms of trade, etc.

Monthly

B

Price Statistics Summary

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

Every 5 years

P, B

Brief analysis of price movements and statistics on producer price index,
export price index, import price index, prices of major world trade
commodities, etc.

Monthly

B

Outline of compilation method, inter-industrial structure of the Korean
economy, transactions tables, input coefficients matrices, production
inducements coefficients matrices, supporting tables

Every 5 years

B, C

Principal indicators of national accounts, consolidated accounts for the
nation, income accounts by institutional sector, capital finance account
by institutional sector, supporting tables

Annually

P, B, C

Gross domestic product by kind of economic activity, expenditure on
gross domestic product

Quarterly

P, B

Financial Statement Analysis

Summary of survey results, description of survey methods, explanation
of company accounts and financial 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.

Annually

P, B

Flow of Funds

Financial surpluses and deficits by economic sector, fund raising and
investment by non-financial sectors, the financial sector’s sources and
uses of funds, accumulation of financial assets

Quarterly

P, B

Title

Monthly Prices

Input-Output Tables

National Accounts

Gross Domestic Product

* 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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February 2014
◇⃞ Results of BOKGPM Development
◇⃞ Details of the Modifications to Major Finance-related Laws in 2013
March 2014

Titles of Articles Appearing in Monthly Bulletin*

◇⃞ Analysis of Usefulness of Payment and Settlement Statistics as Real Economic Indicators
◇⃞ Payment and Settlement Trends in 2013
◇⃞ Analysis of Korea’s Economy Using the 2010 base - year Inter-Industry Relations Table

April 2014 ~ February 2016

April
2014
June 2013
◇⃞ Estimation
of Financially
Neutral
Potential
GDP
andon
GDP
Report on the
Construction
of a Fiscal
Model
Based
the Gap
Bank Quarterly
◇⃞ National
Accounts in
2013(BOK12)
Macro-econometric
Model
◇⃞ 2012 International Investment Position by Region and Currency
May 2014
July
2013 on Construction of New BOK-DSGE Model for Economic Forecasting and Policy
◇⃞ Report
◇⃞ Analysis
Relationship between Financial Stability and Banking Sector External Debt in Emerging
◇⃞ Flow
ofCountries
Funds in 2013
Market
◇⃞ The Retail Payment System and the Role of the Central Bank
◇⃞ The
Current World Economic movements and Future Outlook
June
2014
◇⃞ Linkages Running Between the Business Cycle, Lending, and Movements in Housing Prices
August 2013
◇⃞ Bank Credit Reception Trends in the Second Half of 2013
◇⃞ Analysis of Exchange Rate Pass-through into Export Prices: A Cost Side Approach
63_76 부록2 2015.12.19:42PM 페이지69
◇⃞ Impact
July
2014 on Financial Stability of Changes in the Pattern of Credit-specialized Financial
Companies’ Fund Raising and Fund Operations
◇⃞ Analysis of Changes in the Transmission of the Policy Rate to the Bank Lending Rates
◇⃞ Payment and Settlement Trends in the First Half of 2012
Following Shifts in Lending Market Conditions
◇⃞ The Current World Economic Movements and Future Outlook
September 2013
◇⃞ Impact
of Inflation on Real Investment
August
2014
◇⃞ Balance of Payments in the First Half of 2013
◇⃞ Influence of Exchange Rate Volatility Shocks on the Korean Economy
◇⃞ Payment and Settlement Trends in the First Half of 2014
October 2013
◇⃞ Analysis of
Inter- industry Labor Mobility and Implications
September
2014
◇⃞ Flow of Funds in the First Half of 2013
◇⃞ Analysis of the Effects of Global Factors’ Transmission to Domestic Inflation
◇⃞ Balance of Payments in the First Half of 2014
November 2013
◇⃞ Results2014
of the Reconstruction of the VAR Model Block of the BOK’s
October
Macroeconomic Modeling System
◇⃞ FDP Forecast Using Forecast Combination Using Monthly Data
◇⃞ Financial Statement Analysis for 2012
◇⃞ Flow of Funds in the First Half Half of 2014(preliminary)
December 2013
November 2014
◇⃞ Estimation of Korea’s Money Demand Function Considering the Asymmetry
◇⃞ Effect of Exchang Rate Fluctuation on Domestic Service Prices
of the Exchange Rate Effect
◇⃞ Bank Credit Reception Trends in the First Half of 2014
◇⃞ Foreign Currency Liquidity Stress Test model of the Banking System
◇⃞ Bank Credit Reception Trends in 2013
December 2014
◇⃞ Analysis of Canses of widening Income Gap between Househads and Corporations
◇⃞ Analysis of Changes in Interconnectedness between Korean and VS Tern Structures before
and After the Global Financial Crisis
◇⃞ Financial Statement Analysis for 2013

* Published in Korean and English(Summary only)

January 2015
◇⃞ Assessment of Shadow Banking Situation in Korea Through Analysis of Pro-cyclicality
◇⃞ World Economic Development and Outlook in 2013
Appendices
◇⃞ Price Trends in 2014 and Price Change Factors
◇⃞ Financial and Foreign Exchange Trends in 2014
February 2015
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◇⃞ Balance of Payments in the First Half of 2014
October 2014
◇⃞ FDP Forecast Using Forecast Combination Using Monthly Data
◇⃞ Flow of Funds in the First Half Half of 2014(preliminary)
November 2014
◇⃞ Effect of Exchang Rate Fluctuation on Domestic Service Prices
◇⃞ Bank Credit Reception Trends in the First Half of 2014
December 2014
◇⃞ Analysis of Canses of widening Income Gap between Househads and Corporations
◇⃞ Analysis of Changes in Interconnectedness between Korean and VS Tern Structures before
and After the Global Financial Crisis
◇⃞ Financial Statement Analysis for 2013
January 2015
◇⃞ Assessment of Shadow Banking Situation in Korea Through Analysis of Pro-cyclicality
◇⃞ World Economic Development and Outlook in 2013
◇⃞ Price Trends in 2014 and Price Change Factors
◇⃞ Financial and Foreign Exchange Trends in 2014
February 2015
◇⃞ Effects of Domestic R&D Expenditure on Manufacturing Productivity, Investment and
Employment
◇⃞ Details of the Modification to Major Finance - related Laws in 2014
March 2015
◇⃞ Analysis of Consumption Volatility in Korea
◇⃞ Balance of Payments in 2014(Preliminary)
◇⃞ Payment and Settlement Trends in 2014
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April 2015
◇⃞ Analysis of Use of Payment Instruments and Factors in Choosing them
◇⃞ Trends in Credit to Households in 2014
May 2015
◇⃞ Effects on Consumption and Income Distribution of the Rise in Monthly Housing

Expenses in the Housing Market
◇⃞ National Accounts in 2014
◇⃞ Flow of Funds in 2014

June 2015
◇⃞ Factors behind Lackluster Recoveries in the Employment-to-population Ratios of Major

Countries and Their Prospects

July 2015
◇⃞ Analysis of Determinants of Exchange Rate Pass-Through on Export prices in Korea
◇⃞ Effects of the Development of Information & Communication Technology on Labor

Demand
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November 2015

Calculation of LMCI and Examination of Its Uses
December 2015

Estimation of the Korean Economy’s Growth Potential
January 2016

Methods of Evaluating Forecast Uncertainties, and Results of Calculation
February 2016

Results of New Keynesian Model Established for Fiscal Policy Analysis
Level of Competition in the Banking industry and its Influence on Financial Stability
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Titles of Articles Appearing in Quarterly Bulletin
June 2011 ~ December 2015

June 2011
◇⃞ Governor’
s Address upon the Bank of Korea’
s 61th Anniversary
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Decisions
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in 2010
◇⃞ The Structure of the Korean Economy : Analyzing the 2009 Input-Output Tables
◇⃞ Policy Responses to Moderate Capital Flow Volatility
September 2011
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Decisions(Jul.~Sep.)
◇⃞ Financial Statement Analysis for 2010
◇⃞ Payment and Settlement Trends in the First Half of 2011
December 2011
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Decisions(Oct.~Dec.)
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in the First Half of 2011
March 2012
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Decisions(Jan.~Mar.)
◇⃞ Major Contents and Significance of the 8th Bank of Korea Act Revision
◇⃞ Analysis of Price Trends in 2011
◇⃞ Payment and Settlement Trends in 2011
June 2012
◇⃞ Current Economic and Financial Movement
◇⃞ Analysis of the Knock-on Effects of Individual Factors Driving Change in Oil Prices and
Re-building the BOK’s Model of the Global Economy(BOKGM)
◇⃞ Flow of Funds in 2011
◇⃞ Summary of Financial Stability Report
◇⃞ Monetary Policy Decisions(Apr.~Jun.)
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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
◇⃞ 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
September 2013
◇⃞ Current Economic and Financial Developments
◇⃞ Construction of Fiscal Policy Analysis Model in BOK Quarterly Macroeconomics
Model(BOK12)
◇⃞ Payment and Settlement Trends in the First Half of 2013
December 2013
◇⃞ Current Economic and Financial Developments
◇⃞ A Cost-Focused Analysis of the Exchange-Rate Pass-Through to Export Price
◇⃞ Flow of Funds in the First Half of 2013(preliminary)
◇⃞ Summary of Financial Stability Report

Appendices 59

63_76 부록2 2015.12.19:42PM 페이지73

March 2014
◇⃞ Current Economic and Financial Developments
◇⃞ Construction of a Korean Financial Conditions Index and Evaluation of Its Usefulness
◇⃞ Payment and Settlement Trends in 2013(March 2014)
◇⃞ Analysis of Price Trends in 2013
June 2014
◇⃞ Current Economic and Financial Developments
◇⃞ Analysis of Usefulness of Payment and Settlement Statistics as Real Economic Indicators
◇⃞ Flow of Funds During 2013
◇⃞ Financial Stability and Potential Risk Factors
September 2014
◇⃞ Current Economic and Financial Developments
◇⃞ Relationship of Movements in Business Cycle, Lending, and Housing Price
◇⃞ Payment and Settlement in the First Half of 2014
December 2014
◇⃞ Current Economic and Financial Developments
◇⃞ GDP Forecast Based on Forecast Combination Using Monthly Data
◇⃞ Flow of Funds During the 1st Half of 2014
◇⃞ Financial Stability Overview

March 2015
◇⃞ Current Economic and Financial Developments
◇⃞ Analysis of Causes of Widening Income Gap between Households and Corporations
◇⃞ Payment and Settlement Trends in 2014
◇⃞ Price Trends in 2014 and Price Change Factors
June 2015
◇⃞ Current Economic and Financial Developments
◇⃞ Analysis of Effects of Global Factors on Domestic Inflation
◇⃞ Flow of Funds during 2014(Preliminary)
September 2015
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