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Current Economic and Financial Developments

Economic Developments
Economic Growth
In the second quarter of 2016, the real GDP growth
rate was 0.8%, up from 0.5% in the previous quarter
due to the increase in private consumption and recent
boom in construction investment.

<Figure 1>

Real GDP Growth Rates

3

8

qoq(left)
yoy(right)

6

2

4
1

2
0

0
2010

2011

2012

2013

2014

2015

2016

Source : Bank of Korea 「National Accounts」

<Table 1> 			

Consumption expenditure increased by 0.8% on
a quarter-on-quarter (QoQ) basis, while private
consumption recorded a 1.0% QoQ increase. This
pickup was largely led by a significant increase in the
consumption of durable goods, which was driven by
the extension of the temporary special consumption
tax cut. The consumption of nondurable goods and
services also rose steadily. Government expenditure
remained at a similar level to that of the previous
quarter.
Facility investment recorded a 2.8% QoQ increase.
Despite the reflection effect from the sharp decline in
the first quarter, it recorded a slight increase due to
the uncertainty created by corporate restructuring.
Construction investment increased by 3.1% on
a QoQ basis. While infrastructure construction
declined due to the reduction of the government’s
fiscal budget spending, building construction
continued its growth trend, influenced by expansion
of construction starts last year.
Intellectual property investment recorded a 1.5%
QoQ increase, aided by the increase in R&D by both
private companies and the government.
Exports and imports of goods and services
experienced a turn-around as concerns over the
global economy eased. Exports increased by 1.1%

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

2015 p

2014

2016 p

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

I

Ⅱ

GDP

3.3

2.6

0.8

0.4

1.2

0.7

0.5

0.8

Final consumption expenditure

2.0

2.4

0.8

0.1

1.2

1.3

0.1

0.8

(Private consumption)

1.7

2.2

0.8

-0.1

1.1

1.4

-0.2

1.0

(Government consumption)

3.0

3.4

0.5

0.9

1.3

1.0

1.3

0.1

3.4

3.8

3.1

1.0

2.2

-0.9

1.2

2.7

(Facilities)

6.0

5.3

0.5

0.8

1.8

0.5

-7.4

2.8

(Construction)

1.1

3.9

5.5

1.8

3.3

-2.4

6.8

3.1

(Intellectual property products)

5.4

1.5

1.7

-0.6

0.3

0.7

0.3

1.5

Exports of goods and services

2.0

0.8

0.6

-0.1

-0.3

2.1

-1.1

1.1

Imports of goods and services

1.5

3.2

0.9

0.4

1.4

3.2

-3.1

2.1

Gross fixed capital formation

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

Growth Rates of Economic Activity by Sector1)

(Unit : percent)
		

2015p

2014

2016p

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

I

Ⅱ

Agriculture, forestry & fishing

3.6

-1.5

3.7

-11.0

4.7

-2.6

6.5

-6.6

Manufacturing

3.5

1.3

0.4

0.9

0.4

0.7

-0.2

1.2

Electricity, gas & water supply

2.6

6.2

-0.8

0.8

5.5

0.8

-1.8

0.3

Construction

0.8

3.0

1.8

-0.1

5.5

0.7

4.8

1.0

Services

3.3

2.8

0.7

0.2

1.1

0.7

0.5

0.6

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

on a QoQ basis, and imports recorded a 2.1% QoQ
increase. In export products, petroleum and chemical
products took a favorable turn, and semiconductors
also increased, mainly owing to the release of new
mobile phones. In import products, steel, metals, and
cars increased, driven by the hike in construction
investment and increases in demand due to the
impending termination of the temporary reduction in
individual consumption taxes.
By industry, the manufacturing industry grew
by 1.2% on a QoQ basis due to the increases in
the production of coal, petroleum products, and
chemical products, while the service industries edged
up by 0.6%, led mainly by the wholesale and retail
industries, food and lodging industries, and cultural
and other service industries, despite the declines
in the transportation and storage industries and
real estate and leasing industries. The construction
industry expanded by 1.0% thanks to the increase
in the construction of residential buildings, and the
electricity, gas, and water supply industries grew by
0.3% on a QoQ basis, due to the increase in power
sales. Meanwhile the agriculture, forestry, and
fisheries industries contracted by 6.6%, mainly as a
result of poor fruit and vegetable crops.
In the future, the Korean economy is expected
to follow a moderate growth trend, but with the
anticipated corporate restructuring and sluggish
global trade, uncertainty over its specific growth
course remains high.

Private consumption is predicted to experience a
moderate growth, owing mainly to the government’s
policies to boost consumption1 and the expansion
of social security expenditure. However, the
slowdown in the growth of real purchasing power
caused by rising inflation and growing burden of
households’ debt payment may serve to restrain
consumer spending. In addition, the increasing
uncertainty in relation to the implementation of The
Improper Solicitation and Graft Act and corporate
restructuring could delay any improvement in
consumer sentiment.

<Figure 2>
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1 The government is promoting the Korea Sale Festa (from September 28 to October 31) and encouraging people to use credit card points (during the fourth
quarter) and replace old diesel cars (also during the fourth quarter) in an effort to stimulate consumption.
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Facility investment is expected to be sluggish due
to the uncertainty surrounding domestic and global
economic conditions, such as corporate restructuring.
The IT sector is expected to grow marginally
through preemptive investment in high-return
areas, including NAND flash and next generation
OLED displays. In the case of non-IT sectors, the
steel, petroleum and chemical, and shipbuilding
industries are expected to maintain their conservative
investments, mainly in maintenance, while
investments in transportation and equipment, led
by the automotive industry, will decrease in the
wake of the termination of the temporary individual
consumption tax reduction.

<Figure 3>
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Investment in intellectual property is forecasted
to follow a moderate growth trend. The expansion
and increased performance of the R&D expenditures
of major IT companies will likely lead R&D
investment, and investment in other intellectual
property products is anticipated to maintain its
upward trend on the back of growing corporate
demand in new industries, such as Fintech and the
Internet of Things.
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In the future, the growth momentum of
construction investment is expected to slow, due
mainly to the decreased construction of residential
buildings in line with the decline in leading
indicators, such as the number of housing starts
and apartment units for pre-sale. Investment in
infrastructure construction is expected to be slow,
due to the government’s lack of sufficient spending
power following the early spending of its budget in
the first half.
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In the second quarter of 2016, the number of
employees (after seasonal adjustment) decreased by
81,000 due to slow employment demand caused by
sluggish exports. On a year-on-year (YoY) basis,
the number of employees rose by 289,000, which is
slightly below the average annual increase for the
past 10 years, which stands at 302,000.

Source : Korea Customs Service, The Bank of Korea

<Figure 4>
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<Table 3>

Employment-related Indicators

(Units : thousand persons,percent)
		

2014

2015

2016

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Jul.~Aug.

Ⅱ

<S.A.>
26,536

26,913

26,845

26,806

26,946

27,055

27,192

27,051

27,290

(Participation rate)

Labor force

62.4

62.6

62.7

62.4

62.5

62.7

62.8

62.4

62.8

Unemployment level

937

976

975

1,013

976

937

1,030

1,009

1,013

(Unemployment rate)
Employment level1)
(Employment rate)

3.5

3.6

3.6

3.8

3.6

3.5

3.8

3.7

3.7

25,599

25,936

25,869

25,793

25,971

26,119

26,162

26,042

26,277

(533.0)

(336.9)

(131.5)

(-76.0)

(177.2)

(148.2)

(43.6)

(-115.3)

(196.2)

60.2

60.3

60.4

60.0

60.3

60.5

60.5

60.1

60.5

<Non S.A.>
Labor force

26,536

26,913

26,356

27,140

27,166

26,989

26,708

27,341

27,551

(Participation rate)

62.4

62.6

61.5

63.2

63.0

62.5

61.7

63.1

63.4

Unemployment level

937

976

1,089

1,042

929

845

1,153

1,040

985

(Unemployment rate)

3.5

3.6

4.1

3.8

3.4

3.1

4.3

3.8

3.6

25,599

25,936

25,267

26,098

26,237

26,143

25,554

26,301

26,566

(533.0)

(336.9)

(353.9)

(308.1)

(309.8)

(375.9)

(287.2)

(256.5)

(342.7)

60.2

60.3

59.0

60.7

60.9

60.5

59.1

60.7

61.1

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」

By industry, the number of employees decreased
by 48,000 in the manufacturing industries, 42,000
in the agricultural, forestry, and fisheries industries,
and 37,000 in the construction industry, while the
number of employees increased by 151,000 in the
service industries, including the increases of 68,000
in the food and lodging industries and 28,000 in
the professional and science & technology services
industry.
By type of worker, the number of wage laborers
rose by 10,000, driven by the increase of 80,000 in
temporary employees, and the number of non-wage
laborers increased by 5,000, with the increase of
20,000 in the number of self-employed people.

The employment rate (after seasonal adjustment)
decreased by 0.4% on a QoQ basis, standing at
60.1%, and the unemployment rate (after seasonal
adjustment) was 3.7%, which is comparable to the
3.8% of the previous quarter.
In July and August of 2016, the total number of
employees increased by 343,000 on a YoY basis.
In the future, the workforce growth momentum is
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expected to be restrained by lower demand for new
employees caused by persistently sluggish exports.
In the second quarter of 2016, nominal wages
rose by 2.9% on a YoY basis, falling short of the
5.3% increase of the previous quarter. The wages
of regular employees recorded a 2.9% increase, led
mainly by regular wages (3.2%), while the wages of
temporary laborers increased by 3.0%.
<Figure 6>
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Source : Statistics KoreaEconomically Active Population Survey

<Table 4>

Rates of Increase in Nominal Wages1)

(Unit : percent)
		

2014

2015

2016

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

I

Ⅱ

Nominal wages of employees

2.5

3.5

3.1

3.4

3.8

3.4

5.3

2.9

Nominal wages of
regular employees

2.4

3.3

2.8

3.1

3.7

3.6

5.3

2.9

(Regular payment)

3.2

3.3

3.0

3.1

3.3

3.9

3.9

3.2

(Overtime payment)

9.3

7.4

10.1

8.0

6.8

5.0

4.6

3.0

(Special payment)

-3.7

1.6

0.0

0.3

4.3

1.5

11.9

0.5

0.7

2.7

-0.5

2.9

4.3

3.9

2.1

3.0

(Manufacturing)

4.0

3.2

2.1

3.4

3.3

3.8

6.0

2.8

(Construction)

3.4

3.8

4.4

4.8

3.3

2.5

4.4

2.4

(Wholesale and retail trade)

1.2

2.7

3.2

1.2

2.3

3.6

5.9

4.2

(Transportation)

2.7

5.3

6.1

4.9

6.8

3.3

7.2

5.0

(Accommodation and food service activities)

0.7

2.2

3.0

4.3

0.5

1.3

2.3

4.7

(Information and communications)

-0.8

2.7

3.0

2.8

1.7

3.5

5.2

2.2

(Financial and insurance activities)

3.5

4.9

8.0

4.0

5.2

2.0

4.8

3.0

(Real estate activities and renting and leasing)

2.3

6.7

6.4

7.9

7.8

4.5

4.7

4.5

(Business services)

2.2

4.1

3.1

5.4

4.1

3.7

3.6

1.9

(Education)

3.5

3.2

4.0

3.1

4.4

0.9

2.1

1.8

Nominal wages of temporary & daily employees

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

Prices
Consumer prices increased by less than 1.0% yearon-year (YoY) since the second quarter, as oil prices
remained lower than in the same period of 2015
and inflationary pressures were limited due to weak
demand. In addition, temporary cuts in regulated
prices also constrained inflation.
By item, the growth in agricultural and marine
product prices slowed from the second quarter.
This was mainly because the price of agricultural
products, which had soared due to cold weather and
heavy snow early in the year, declined as shipments
of vegetables increased. The prices of industrial
products continued to decline, on the effects of the
lower oil prices than in the same period of 2015.
Electricity, water, and gas charges fell by 7.0% in
the second quarter and by 8.2% in July and August.
This was due mainly to a cut in city gas charges for
housing early this year,2 and to a temporary reduction

in electricity charges in August. Service charges
increased by 2.2% in the second quarter, but in July
and August, rose by only 1.9%, mainly because
of the fading effect of an increase in the Seoul
Metropolitan Area transportation fares in 2015.
<Figure 7>
5

Consumer Price Indices

(year-on-year, %)

4
3

Excluding Agricultural
Products and Oils

Inflation Target 2.0%

Inflation Target Range
2.5~3.5%

2
1
0
13.1

Excluding Food
and Energy
Consumer Price Index
14.1

15.1

16.1

Source : Statistics Korea

2 City gas charges for housing were lowered three times—in January, March and May of 2016—to decline by 19.2% in total.
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Consumer Price Index Growth Rates1)

<Table 5>

(Unit : percent)

2014

2015

2016

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Jul.~Agu.

1.3

0.7

0.6

0.5

0.7

1.1

1.0

0.9

0.6

-2.7

2.0

0.3

2.1

2.9

2.6

4.5

2.0

0.6

-10.0

1.2

-2.8

2.1

3.0

3.0

5.6

0.7

-2.5

1.3

-0.2

-0.4

-0.3

-0.2

0.0

-0.6

-0.6

-0.5

Oils

-4.3

-19.2

-22.0

-19.1

-18.1

-17.3

-10.3

-11.0

-8.9

Industrial products excluding oils

2.4

3.3

3.8

3.3

3.1

3.1

0.8

1.0

0.7

Electricity, water & gas

3.9

-7.4

-3.7

-8.0

-10.8

-7.1

-8.0

-7.0

-8.2

Services

1.6

1.8

1.6

1.6

2.0

2.2

2.4

2.2

1.9

CPI excluding agricultural products &
oils

2.0

2.2

2.3

2.1

2.1

2.4

1.8

1.7

1.4

CPI excluding food & energy

1.7

2.4

2.3

2.2

2.5

2.7

1.9

1.9

1.7

Consumer price index
Agricultural & marine products
Agricultural products
Industrial products

Note : 1) Compared with the same periods of the previous years.
Source : Statistics Korea「Consumer Price Index」

Core inflation excluding agricultural products and
oils rose by 1.7% YOY in the second quarter, while
core inflation excluding food and energy increased
by 1.9%. As the effect of the Seoul Metropolitan
Area transportation fare hike disappeared, the
core inflation rates slowed in July and August.3 In
particular, that excluding agricultural products and
oils rose to a lesser degree as it was further affected
by the temporary cut in electricity charges.4
Consumer prices are forecast to rise in the near
future, as the downward pressures from the low
petroleum prices and the effects of temporary cuts
in regulated prices disappear, while the economy
continues its moderate growth.

Producer prices fell by 2.9% in the second
quarter and by 2.1% in July and August. These
smaller decreases compared to the first quarter were
attributable to the fact that the rebound in oil prices
had mitigated the declines in prices of industrial
products.5
The export price (denominated in KRW) declined
by 4.7% in the second quarter, due mainly to the
appreciation of the Korean won against the U.S.
dollar.6 Import prices saw a smaller decline in the
second quarter compared to the first owing to the
rebound in crude oil prices. In July and August,
export and import prices showed greater extents of
decrease as a result of the stronger Korean won.

3 Core inflation excluding agricultural products and oils and core inflation excluding food and energy dropped by 0.2%p each on a YoY basis, as the effect of
the Seoul Metropolitan Area transportation fare hike in July last year faded.
4 Electricity charges fell by 18.8% on a month-on-month basis in August, as the upper boundaries of the existing six-phase household electricity charge scheme
were raised by 50kWh during the July to September period this year. This temporary reduction in electricity fees contributed to a 0.1%p YOY decrease in the
rate of core inflation excluding agricultural products and oils on a YoY basis during July and August.
5

Q1 2016
► Crude oil prices1)
(based on Dubai oil, U.S. dollars per barrel)

30.7

Q2

July

August

43.0

42.8

43.7

Note: 1) Figures refer to the period averages.
Source: Bloomberg

6
► KRW/USD exchange rate

1)

Q4 2015

Q1 2016

Q2

July

August

1,157.1 (-1.0)

1,200.9 (3.8)

1,163.3 (-3.1)

1,141.7 (-2.3)

1,111.4 (-2.7)

Note: 1) Figures refer to the period averages. Those within ( ) refer to the growth rates compared to the previous periods.
Source: Bank of Korea
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<Table 6>

Growth Rates of Producer, Export and Import Price Indices1)

(Unit : percent)
		

2014

2015

2016

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Jul.~Aug.

-0.5

-4.0

-3.6

-3.6

-4.4

-4.4

-3.3

-2.9

-2.1

Agricultural, forestry & marine products

0.7

2.3

-0.2

3.7

4.2

1.7

5.8

2.3

2.0

Manufacturing products

-2.1

-6.7

-6.3

-5.9

-7.2

-7.5

-6.1

-5.2

-3.8

Electric power, gas & water supply

5.3

-7.9

-4.0

-8.9

-10.0

-8.7

-9.3

-7.9

-8.3

Services

1.5

1.2

1.4

1.3

1.1

1.2

1.3

1.1

1.2

Export price index 2)

-6.0

-5.2

-7.8

-3.9

-1.9

-7.1

-2.6

-4.7

-8.6

Import price index 2)

-7.5

-15.3

-18.1

-15.2

-13.6

-14.2

-7.1

-5.7

-7.8

Producer price index

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

Real Estate Prices
Housing prices increased by 0.2% on a QoQ basis
in the second quarter, maintaining the same rate as
the previous quarter, but saw growth of 0.3% in July
and August. However, as the growth momentum
of housing prices varied by region, housing prices
in the metropolitan areas rose rapidly, driven by
the increase in the prices of apartment complexes
undergoing renovations. It has been caused by the
boom in the pre-sale apartment market, relaxation
of regulations on apartment complexes undergoing
renovations, low interest rate, and the exclusion

of a guideline on loan screening for intermediate
payments. While housing prices in Busan continued
their upward trend due to the development
boom there, housing prices in Daegu and Ulsan
experienced much lower overall growth due to the
decrease in housing prices caused by the growing
supply of apartment complexes and sluggish
local economy following the restructuring of the
shipbuilding and shipping industries..
Jeonse (deposit-based lease agreements) prices
rose by 0.3% compared to the last month of the
previous quarter, markedly smaller than the increase
of 0.5% of the last quarter, and managed to remain

Rates of Increase in Real Estate Prices1)

<Table 7>

(Unit : percent)
		

2014

2015

2016

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Jul.~Aug.

2.1

4.4

0.8

1.3

1.3

1.0

0.2

0.2

0.3

(Seoul metropolitan area)

1.3

4.4

0.7

1.3

1.4

1.0

0.2

0.4

0.5

(Non Seoul metropolitan area)

3.5

6.0

1.2

1.8

1.7

1.1

0.2

0.0

0.1

3.8

5.6

1.2

1.6

1.5

1.2

0.5

0.3

0.2

(Seoul metropolitan area)

4.6

7.2

1.5

2.1

2.0

1.4

0.7

0.5

0.3

(Non Seoul metropolitan area)

3.2

4.6

1.1

1.3

1.2

0.9

0.3

0.1

0.1

2.0

2.4

0.5

0.6

0.6

0.7

0.6

0.7

0.5

Housing prices

Housing leasehold prices

Land price

Note : 1) Compared with the last month of the preceding period.
Sources : Ministry of Land, Infrastructure and Transport, Kookmin Bank
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stable at a growth rate of 0.2% in July and August.
This dip in growth was caused by the soaring jeonse
prices over the last one to two years, which shifted
demand from jeonse to home purchases or monthly
rents. Furthermore, the imbalance in the demand and
supply of jeonse-based housing relaxed somewhat
with the increase in the supply of available apartment
units in some areas, including the southeast areas of
Seoul and Daegu.

<Figure 9> Rates of Increase in Housing Leasehold
Prices and Housing Leasehold Demand and Supply
trends Index (Seoul metropolitan area)
1.0

(%)

200

0.8

190

0.6
180
0.4

<Figure 8>
Buyer Superiority Index and
Seoul Apartment Transaction Volume
(Seoul metropolitan area)
(Unit: 1,000)
Seoul apartment transaction volume(right)
Buyer Superiority Index(left)

100
80

0.0
20

5

20
0

14.1

7

15.1

7

16.1

7

0

Sources : Seoul Metropolitan Government, Kookmin Bank

<Table 8>
2014

7

15.1

7

16.1

7

160

External Transactions

60
10

14.1

Source : Kookmin Bank

15

40

170

Rates of increase(left)
Housing leasehold demand
and supply trends index(right)

0.2

In the second quarter, exports decreased by 6.7%
YoY.
By region, exports to both advanced and emerging
economies were sluggish. Exports to the U.S. and
Japan maintained their downward trends, driven
mainly by cars and chemical products, and exports
to the EU, which had taken a favorable turn in the

Exports by Destination and Sector1)
(customs clearance basis)
		
2015

(Units : billion US dollars,%)

2016

Year

Year

Ⅰ

Ⅱ

Ⅲ

IV

Ⅰ

Ⅱ

Jul.~Aug.

572.7

526.8

133.4

135.1

128.2

130.0

115.6

126.0

81.1

(2.3)

(-8.0)

(-3.0)

(-7.3)

(-9.5)

(-12.0)

(-13.6)

(-8.7)

(-4.4)

US

(13.3)

(-0.6)

(13.3)

(-1.0)

(-2.2)

(-10.0)

(-3.3)

(-4.3)

(-10.1)

Japan

(-7.2)

(-20.5)

(-22.2)

(-13.1)

(-26.6)

(-20.0)

(-13.2)

(-14.0)

(2.1)

EU

(5.7)

(-6.9)

(-21.2)

(-8.5)

(-3.6)

(7.9)

(6.6)

(-10.1)

(-4.8)

China

(-0.4)

(-5.6)

(-1.6)

(-2.7)

(-6.9)

(-10.5)

(-15.7)

(-12.7)

(-7.3)

Southeast Asia

(1.2)

(-1.5)

(-8.2)

(6.3)

(5.5)

(-8.7)

(-6.8)

(0.7)

(2.8)

Central & South America

(-1.1)

(-14.6)

(17.9)

(-12.7)

(-23.9)

(-30.9)

(-28.7)

(-17.1)

(-16.4)

IT products

136.6

136.3

32.7

33.9

34.6

35.0

29.4

30.6

21.0

(4.4)

(-0.3)

(1.2)

(3.0)

(0.3)

(-4.9)

(-10.1)

(-9.7)

(-4.3)

436.0

390.5

100.7

101.2

93.6

95.0

85.8

95.4

60.1

(1.7)

(-10.4)

(-4.3)

(-10.2)

(-12.7)

(-14.3)

(-14.8)

(-5.7)

(-4.4)

534.0

488.0

120.4

126.4

120.7

120.4

107.4

115.7

76.0

(2.0)

(-8.6)

(-6.8)

(-6.0)

(-9.2.)

(-12.2)

(-10.8)

(-8.4)

(-4.8)

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
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previous quarter, fell due to the sluggish exports of
ships.
The decline in exports to China and Central and
South America was caused largely by the downturn
in exports of display panels and semiconductors
to China and cars to Central and South America.
Exports to ASEAN-5 countries rose thanks to the
increase in exports to Vietnam
In terms of exports of IT products, exports of
computers increased due to the rise in demand for
SSDs, exports of display panels maintained their
downward trend due to sluggish LCD exports
despite the increase in OLED exports, and exports of
semiconductors declined as well, by 9.7% YoY, due
to the decrease in the unit price.
Exports of non-IT products recorded a 5.7% YoY
decrease, continuing their downward trend due to
sluggish exports of petroleum products and cars
despite the increase in exports of ships, such as
offshore power plants.
In July and August of 2016, the decline in exports
slowed with the increase in the number of business
days in August and increase in exports of ships.
Although exports of computer increases continuously
and exports of semiconductors declined at a slower
rate thanks to the slowing fall in the unit price,

exports of IT products dropped by 4.3% due to the
sluggish exports of display panels. The 4.5% decrease
in exports of non-IT products recorded during the
same period was driven by the sluggish exports of
cars following labor strikes at manufacturers despite
the increase in exports of ships, such as offshore
power plants.
In the second quarter of 2016, imports recorded
a 10.3% YoY decrease. By item, imports of raw
materials continued their downward trend due to the
low prices of raw materials, and imports of capital
goods declined as well, driven by the sluggish
imports of electrical and electronic devices despite
the increase in computer imports. However, imports
of consumer goods grew, in line with the increases in
imports of durable consumer goods such as cars and
non-durable goods such as clothing.
In July and August of 2016, imports of
raw materials remained sluggish due to the
persistently low oil prices. Imports of capital
goods also decreased mainly due to machinery and
semiconductors. In addition, imports of consumer
goods recorded a slight decrease due to a decrease in
grains imports and the ripple effects of the document
forgery committed by foreign automobile companies.
In the second quarter of 2016, the Current Account

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

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Jul.~Aug.

525.5

436.5

111.8

110.5

108.0

106.3

93.7

99.1

68.4

(1.9)

(-16.9)

(-15.6)

(-15.6)

(-18.7)

(-17.8)

(-16.1)

(-10.3)

(-6.8)

430.6

381.4

98.5

94.9

93.6

94.4

85.4

88.3

60.4

(3.4)

(-11.4)

(-8.4)

(-11.6)

(-12.3)

(-13.4)

(-13.4)

(-8.2)

(-3.9)

214.3

217.5

53.6

53.7

54.7

55.5

50.4

53.0

36.0

(5.8)

(1.5)

(7.4)

(0.0)

(1.9)

(-2.6)

(-6.1)

(-1.2)

(-1.3)

311.2

219.0

58.1

56.8

53.2

50.8

43.4

46.0

32.4

(-0.6)

(-29.6)

(-29.5)

(-26.5)

(-32.7)

(-29.8)

(-25.4)

(-18.9)

(-12.3)

149.0

150.8

37.4

37.2

37.7

38.5

34.5

36.0

24.8

(3.3)

(1.3)

(7.0)

(-0.9)

(3.7)

(-4.0)

(-7.6)

(-3.2)

(-1.7)

65.3

66.7

16.3

16.5

17.0

17.0

15.8

17.0

11.3

(12.1)

(2.1)

(8.1)

(2.2)

(-1.8)

(0.5)

(-2.6)

(3.4)

(-0.4)

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

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Jul.~Aug.

Current Account

84.4

105.9

22.4

27.9

29.1

26.4

24.1

25.8

14.2

Goods

88.9

120.3

24.2

33.7

30.6

31.8

27.9

33.0

18.1

Services

-3.7

-15.7

-4.4

-3.1

-3.6

-4.7

-4.2

-4.1

-3.0

Primary Income

4.2

5.9

3.8

-1.6

2.7

0.9

1.2

-1.9

0.7

Secondary Income

-5.0

-4.6

-1.2

-1.1

-0.7

-1.6

-0.9

-1.2

-1.6

Source : Bank of Korea「Balance of Payments」

<Figure 10>
55

Financial and Foreign Exchange
Markets Developments

Exports

(billion US dollars)

(year-on-year, %)
Rate of Increase
(RHS)
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Source : Korea Customs Service

recorded a surplus of USD 25.8 billion due to steady
surpluses from the trade of goods despite the deficit
of net income caused by seasonal factors. In July
and August of 2016, the Current Account recorded a
surplus of USD 14.2 billion, due mainly to surpluses
from the trade of goods.

Financial Markets
Due to fears over the potential economic slowdown
that could be triggered by Brexit, the interest rate on
three-year treasury bonds dropped to a record low of
1.20% on July 6 but leveled out at around the 1.20%
level with the growing positive sentiment concerning
the currency policies of major countries. Since late
August, the rate has increased significantly due to
growing signs of an early interest rate hike by the
Federal Reserve Board,7 but it fell again after the
Federal Open Market Committee (FOMC) meeting
in September. 8 As of September 30, the interest
rate on three-year treasury bonds recorded 1.25%,
mainly due to the combination of factors causing a
fall in bond yields, such as favorable bids on 50-year
treasury bonds,9 and sluggish economic indicators,
including those of the mining and manufacturing
industries, in August.

7 Major figures, including Yellen, the chair of the Federal Reserve, and Fischer, the vice-chair of the Federal Reserve, announced that conditions are ripe for an
interest rate increase.
8 With the freeze of the policy interest rate and forecast of a gradual decrease in the dot plot, the interest rate of the U.S. 10-year treasury bonds and interest
rates of major countries decreased substantially.
9 As a result of bids on newly issued 50-year treasury bonds, the interest spread of successful bids was +4bp compared to the 10-year base interest rate, and the
bidding rate recorded 167%, proving the strong demand for long-term bonds.
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<Figure 11>
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<Figure 12>

(%)
2,400

3.0

Stock Price Movements

(1996.7.1=1,000)

(1980.1.4=100)

800

2,200

700

2,000

600

2.0
1.65

Overnight Call
Treasury Bonds(3-year)
Corporate Bonds(AA-,3year)

1.0
14.7

15.1

7

1.26
1.25
16.1

7

9

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

In the second quarter, the KOSPI fluctuated around
2,000 in response to the fluctuating anticipation of an
interest rate hike by the Federal Reserve Board and
the results of major countries’ economic indicators.
However, amid the spread of risk-averse sentiment
worldwide ahead of the UK’s Brexit referendum
in June, the KOSPI plummeted to 1,925 on June
24, when the people of the UK voted in favor of
leaving the EU, a move that surprised many. Since
then, the index has begun rising again due to public
expectations that the monetary policies of major
countries will be dovish, leading it to record 1,970
as of the end of the second quarter, which is a 1.3%
decrease compared to the end of the previous quarter.
From the beginning of the third quarter, the
index has followed an upward trend due to public
expectations of additional easing of the monetary
policies of major countries, forecasts of the improved
performance of major domestic companies in the
second half, and elevation of Korea’s credit rating
by S&P from AA- to AA on August 8. However, it
plunged temporarily due to the growing possibility
of an interest rate hike by the Federal Reserve
Board and concerns over the performance of some
companies. On September 29, the index reached
an annual high of 2,069, thanks to the easing of the
monetary policies of major countries and rise in
international oil prices. At the end of September, the
index reached 2,044, a 3.7% increase compared to
the end of the previous quarter.

1,800

500

KOSPI(LHS)
KOSDA & Index(RHS)

1,600
14.1

7

15.1

7

16.1

7

400

Source : Korea Exchange

In the second quarter of 2016, corporate lending
by banks recorded an increase smaller than that
during the previous quarter, due mainly to loans
extended to large companies. Although loans to
large companies decreased with the increase in
credit ratings management in relation to corporate
restructuring and the temporary increase in
repayments by some companies, loans to smalland medium-sized companies maintained a firm
upward trend, driven by loans for the self-employed.
In terms of the financing of companies via direct
financial markets, corporate bonds enjoyed favorable
issuing conditions, including low market interest
rates. Furthermore, the amount of commercial papers
redeemed exceeded the amount of commercial
papers issued, which was orchestrated as a means
of managing the debt ratios of some companies at
the end of the quarter. The number of shares issued
continued on the same upward trend of the previous
quarter. Household loans (including mortgage loans
transferred) by banks recorded a greater increase, led
by mortgage loans and the significant increase in the
number of group loans, which was influenced by the
boom in the pre-sale apartment market that has been
underway since last year.
In July and August of 2016, corporate lending
by banks maintained a firm upward trend. By
company size, the total amount of loans extended
to large companies increased slightly, and loans to
small- and medium-sized companies maintained an
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upward trend similar to that of the previous quarter,
alongside the steady increase in loans for the selfemployed. As for corporate financing via direct
financial markets, the number of corporate bonds
redeemed exceeded the number of corporate bonds
issued by a large margin, due to the reduction of offseason issuance and some companies’ redemption of
bonds due and payable. The net redemption amount
of commercial papers increased sharply, because of
some companies’ demand for short-term funds. In
addition, financing via the issuance of shares was
up due to the increase in the paid-in capital of some
companies. In July and August of 2016, household
loans by banks maintained the same upward trend
of the second quarter. The increase in mortgage
loans was driven by strong housing transactions and
the continuous increase in group loans, while the
increase recorded by overdraft loans was influenced
by seasonal factors, such as increased consumption
during the holidays.

<Table 11>

Foreign Exchange Markets
In the second quarter of 2016, the Korean won
to U.S. dollar exchange rate recorded appreciation.
In April, the exchange rate fell mainly due to the
strengthening of people’s risk appetite following the
eased concerns over the global economic downturn.
However, from May to mid-June, the rate rose
sharply, driven by greater expectations concerning
the normalization of U.S. monetary policy and the
UK’s determination to leave the EU. Since then, the
Korean won to U.S. dollar exchange rate has fallen
in line with the market stabilization efforts of the
central banks, standing at KRW 1,151.8 as of the end
of the second quarter.
In July and August, the Korean won to U.S. dollar
exchange rate declined slightly due to the reduced
preference for safe assets in the wake of Brexit
and the continuous inflow of foreign investment.

Corporate Funding household lending by banks
(Changes during the period)
(Unit : billion won)

2014

2015

2016

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

51,978

48,292

15,814

12,198

16,433

3,848

9,998

8,816

8,016

(Large enterprises)

18,465

-4,481

447

-4,313

619

-1,234

611

-1,269

551

(Small and medium enterprises)

33,513

52,773

15,368

16,510

15,814

5,081

9,388

10,086

7,465

Net CP issuance

-5,046

-5,390

415

-634

-2,400

-2,771

-539

-1,179

-54

Net bond issuance

1,752

-388

-509

3,685

-541

-3,023

-621

1,604

-2,620

Equity issuance1)

9,622

7,031

1,374

944

2,276

2,436

1,891

1,710

2,993

38,663

44,266

7,788

-186

14,373

22,292

5,590

17,418

12,558

[Including mortgage loans assigned
to KHFC]2)

37,323

78,181

9,667

23,923

21,204

23,386

9,861

18,432

14,885

(Mortgage loans)

36,832

36,346

9,694

-2,935

11,619

17,967

5,417

12,976

9,516

[Including mortgage loans assigned
to KHFC]2)

35,492

70,260

11,574

21,175

18,450

19,061

9,688

13,990

11,843

(Others incl. overdraft accounts)

1,884

7,956

-1,849

2,764

2,754

4,286

126

4,469

3,036

Bank loan to enterprises

Bank loan to household

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

14 QUARTERLY BULLETIN / September 2016

Ⅰ

Ⅱ

Jul.~Aug.

However, the rate recorded KRW 1,114.8 as of the
end of August, after bouncing back slightly with
the announcement by high-ranking officials of the
Federal Reserve strengthening expectations of the
interest rate increase.

<Figure 13>
1,300

Exchange Rate Trend of Korean Won

(Won)

260

1,114.8(￦/$)
￦/$(LHS)

240

1,100

220
900

￦/100¥(LHS)

1086.3(￦/100¥)

200

￦/元(RHS)
700

500

180
166.6(￦/元)
14.1

7

15.1

7

160
16.1

7

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

In the second quarter of 2016, the Korean won to
100 Japanese yen exchange rate rose sharply due to
the expansion of Japan’s current account surplus,
market disappointment over Japan’s decision to
maintain its current monetary policy, and increased
preference for safe global assets following Brexit.
In July and August, the exchange rate fell with
the weakening of risk appetite and expectations
surrounding the Japanese government’s economic
stimulus program. Since then, the rate has fluctuated
with the shift in expectations regarding the FRB’s
normalization of its monetary policy. As of the end
of August, the rate stood at KRW 1,086.3.
Between April and August of 2016, the Korean
won to Chinese yuan exchange rate followed a similar
trend of the Korean won to U.S. dollar exchange
rate. As of the end of August, the rate stood at KRW
166.6.
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Use of Mobile Payment Services and Factors Affecting
Consumers' Choices
Kim Dong Sup*, Lee Ye Il**
Various mobile payment services have recently been introduced, including mobile banking,
mobile card, mobile wallet and simple payment services. This paper looks into the state of
domestic mobile payment services and the background to their widespread introduction. It also
analyzes the state and major characteristics of mobile payment service use by Korean consumers
by utilizing the 2015 Bank of Korea survey on Korean consumers' behaviors in their use of mobile
payment services.
According to the analysis results, mobile payment services are found to be more actively
used by the lower-age group, the higher-educated group and by females than males. However,
contrary to other social demographic variables, consumers' income is not found to have had a
significant impact on their choice of mobile payment services. Meanwhile, residents in big cities
are found to have used mobile payment services more frequently and this tendency has been
more apparent for offline commerce payments, but has not been found for online commerce
payments or for mobile banking.
These analysis results should be useful for establishing payment and settlement policy that
supports the widespread use of mobile payment services and promotes the FinTech industry. First,
for widespread use of mobile payment services, there is a great need to narrow the gap among
different groups in the use of such services. Particularly since education and age, rather than
income, are analyzed to be major factors restraining the widespread use of these services, it is
important to devote efforts to make these services easier to use, while strengthening their safety
and reliability. In addition, there is a need to support the use of mobile payment means in stores
mainly used by the elderly and in smaller cities.
One limitation of this study is that it has only indirectly confirmed the effect of accessibility
to service member stores when consumers choose their payment means, by basing the analysis
on whether they reside in big cities or not. Accordingly, to make the analysis more accurate,
additional research should be done concerning merchants' acceptance of these payment
instruments, in consideration of the unique characteristics of a two-sided market.

Ⅰ. Introduction
Ⅱ. Status of Mobile Payment Service Use
Ⅲ. Literature Reviews
Ⅳ. Factors Affecting Consumers’ Choice of Mobile Payment Services
Ⅴ. Conclusion and 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, Payment Systems Research Team, Payment & Settlement Systems Department (Tel: +82-2-750-6640, e-mail: kimds@bok.or.kr)
** Junior Economist, Payment Systems Research Team, Payment & Settlement Systems Department (Tel: +82-2-750-6622, e-mail: yeil.lee@bok.or.kr)
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Ⅰ. Introduction
Payment instruments and services used by individuals
to make payments for goods and services have continued
to change, reflecting the changes in technology
and society. The use of cash and non-cash payment
instruments, such as checks and bills, has decreased
significantly, while the use of payment cards, such as
credit and check cards and account-to-account transfers,
has risen sharply.
Recently, diverse forms of mobile payments have
been emerging amid the spread of mobile devices,
such as smartphones, and the stimulation of the Fintech
industry. For example, account-to-account transfers
and credit card payments can now be completed via
mobile devices, and non-financial companies, such as
mobile telecommunications companies, IT equipment
manufacturers, platform companies, and distributors,
have launched diverse forms of mobile wallet or simple
payment services with titles containing “Pay.”
The spread of mobile payment services is expected to
enhance users’ convenience and increase the efficiency
of the payment and settlement infrastructure, contributing
to improving social welfare. Users can overcome time
and spatial restraints by using mobile payment services,
which allow them to make payments for transactions
faster and more conveniently, no matter the time or
place. In addition, users do not need to carry cash or
physical cards, making their lives more convenient and
eliminating the risk of theft and loss. In the long term,
the spread of mobile payment services will increase the
efficiency of the retail payment infrastructure as well,
which will in turn reduce social costs and facilitate
economic activities.
However, customers’ acceptance of mobile payment
services is a prerequisite for the spread of those services.
Without such proactive use, it would take quite a long
time for those services to spread. Moreover, certain age
and social groups could be excluded from this process,
resulting in a greater digital divide.
Accordingly, analyses of demand side need to be

conducted in order to predict the pace and extent of
the expansion of mobile payment service and study
the effects of such services on social welfare, as well
as the supply side’s analysis including technologies
and institutions. In particular, considering that diverse
factors, such as demographic and social characteristics,
personal traits, and social effects, can have an impact
on the expansion of those services, a quantitative
analysis is essential—one based not on macroeconomic
(total) indexes but on detailed microeconomic data.
In this paper, we will review the current status and
characteristics of domestic mobile payment services and
empirically analyze the factors that affect customers’
choice of such services. Based on the results of this
analysis, we will present implications relevant to
facilitating the development of new mobile payment
services, which have arisen through digital innovation,
and minimizing any failures of and issues related to such
services that could arise.
This paper will be comprised as follows: In Chapter
II, we will introduce diverse mobile payment services
and review the background of their rapid expansion, and
in Chapter III, we will summarize the results of existing
studies. In Chapter IV, we will look at the factors that
affect customers’ choice of mobile payment services and
conduct an empirical analysis, using the results of the
survey conducted by the Bank of Korea in 2015. Finally,
we will summarize our analysis results and suggest
policy implications and future research tasks.

II. Status of Mobile Payment Service
Use
1. Concept
Mobile payment services are one type of mobile
finance 1 provided via mobile devices, such as
smartphones, and refer to services used by customers
to purchase or make payments for goods or services.
Especially, payment services are used frequently2 and

1 Mobile finance refers to the provision of financial services that have traditionally been provided by credit cards, banks, and insurance and securities companies
via mobile devices. These services include purchasing goods and services, making payments and remittances, procuring loans and insurances, selling and buying shares, and conducting asset management
2 According to the BOK (2015a), the number of payment instruments used by Korean customers reached a daily average of approximately 2.3 in 2014, and the
number of credit and check card payments made amounted to approximately 38.9 million in the first half of 2016.
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serve as an infrastructure that directly supports the
general economic activities. This differentiates them
from other financial services, such as opening deposit
accounts, subscribing to insurances and funds, procuring
loans, and purchasing and buying shares.
Mobile payment services are not a new payment
instrument but a new payment method that allows
existing payment instruments, such as deposit accounts
and credit and check cards, to be used conveniently via
new media (including smartphones).3

of mobile banking using feature phones4 (2G) has grown
only marginally.

<Figure 1>
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2. Introduction to Major Services
Not only existing financial institutions, such as banks
and credit card companies, but also non-financial
companies, including mobile carriers, retailers, and IT
companies, have entered the mobile payment services
market; and these companies are competing by launching
diverse mobile services. In this chapter, we will introduce
mobile banking, mobile cards, and mobile small amount
payment services, all of which have a large number of
users, and simple payment and electronic wallet services,
which have recently been receiving increased attention,
and take a look at their characteristics and current status.
① Mobile Banking
“Mobile banking” refers to services through which
customers of banks, securities companies, and savings
banks handle existing types of financial transactions,
including account inquiries, funds transfers, opening
of deposit accounts, subscriptions to funds, and loan
applications, via mobile devices such as smartphones.
Since 2009, mobile banking has expanded rapidly,
driven mainly by smartphone banking. As of the end
of 2015, the number of users of smartphone banking
registered at banks amounted to 64.79 million people we
allow for users registered at several different banks. In
2015, the daily average number of transactions(transfer
and account balance inquiry) conducted via smartphone
banking reached 42.22 million, exceeding the number
conducted via PC-based banking. The number of users
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3 BOK (2015b)
4 Mobile banking services became available on feature phones (2G) via financial IC chips and virtual machines.
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② Mobile Cards
“Mobile cards” refer to services where credit card or
check card information are stored on mobile devices5 in
virtual form and can be used online and offline without
the need for a physical card. Even though the number
of mobile cards issued has increased at a rapid pace
with the growth of mobile shopping, the number of
mobile card transactions and average transaction value
remain relatively small compared to the total number

<Figure 4>
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of transactions and average transaction value of all
cards. As of the end of 2015, the number of mobile
cards issued, including credit, check, and pre-paid
cards, amounted to 24.17 million, increasing to 9.2%
of the total number of payment cards issued, including
credit, check, pre-paid, debit,and cash IC cards, while
the transaction value of mobile cards recorded a daily
average of KRW 35 billion, accounting for a mere 1.8%
of that of all payment cards combined.
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Source: BOK

③ Mobile Small-Amount Payment
“Mobile small-amount payment”6 refers to a service
through which subscribers to mobile telecommunication
services make payments for goods and services
purchased online or offline based on mobile phone
authentication methods, with such payments being
included in users’ mobile telecommunication service
bills. Currently, the top three domestic mobile carriers—
SKT, KT, and LGU+—and some mobile virtual

network operators7 are providing mobile small-amount
payment services. Shortly after its introduction, the
service began growing rapidly, owing to its simplicity
and deferred payment methods, similar to credit cards8,
but their growth momentum slowed with the emergence
of diverse mobile payment services. In 2015, the daily
average number of transactions and transaction volume
of mobile small-amount payments reached 800,000 and
KRW 12.3 billion, respectively.

5 For online shopping transactions, payments are made using the card information stored in certain mobile applications or universal subscriber identity modules
(USIM). For offline shopping transactions, payments can be made at merchant stores using near-field-communication-(NFC)-based POS terminals or by scanning
barcodes or QR codes. Prior to the early 2000s, when smartphones first became popular, people were able to use mobile cards through financial IC chips or by
accessing servers via feature phones (2G).
6 It is also knoen as a mobile phone retail payment or mobile carrier billing services.
7 Mobile virtual network operator refers to operators that rent existing networks and provide telecommunication services.
8 As the service can be abused to encash payments, the maximum monthly limit for the service is KRW 500,000.
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④ Simple Payment Services and Mobile Wallet
“Simple payment services” refer to retail payment
services provided mainly by non-financial companies
through mobile devices where the information of
existing payment instruments, such as deposit accounts
and credit cards, is registered with and stored in
smartphone applications and can be used by completing
simple authentication procedures. Mobile wallets, which
have become a growing issue, are one form of simple
payment service that provides existing mobile cards
and memberships in the form of electronic “wallets.”
Currently, KakaoPay and NaverPay are among the most
popular example of the simple settlement services, while
Samsung Pay is the major electronic wallet service.
In relation to existing settlement services, IT portals,
social media, retailers, and IT companies can expect
to achieve synergy effects through the use of their own
client databases and enhanced integration with existing
businesses, and are therefore starting to provide such
services. As these services differ very little, service
providers are fiercely competing with each other to
secure subscribers and merchant stores willing to accept
these services.

grown rapidly and diverse services, such as O2O
businesses, linking online to offline markets, have been
launched, resulting in rapid changes in the methods
and forms of commercial transactions. As of 2015,
Korea’s smartphone penetration rate was the highest in
the world. Customers, due to their experiences using
mobile services, have come to have high expectations
for general services, and are demanding high levels of
integration and simplicity from the payment services.

<Table 1>

Smartphone Penetration Rates among Adults
in Major Countries(%)

Korea Australia Israel U.S. Spain UK Canada Chile Malaysia
88

77

74

72

71

68

67

65

65

Note: As of 2015
Source: Pew Research Center (2016)
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(1) Rise of Smartphones
With the rise of smartphones, mobile shopping has
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(2) Relaxation of Regulations and
Government’s Facilitation of Related
Services

(3) A Number of Companies Providing
Services in Order to Occupy the Platform

Governments around the world have recognized the
Fintech industry, including mobile payment services, as
a new growth engine, and have been strengthening their
institutional support. Traditionally, the retail payment
and settlement industry has been subject to high levels
of regulation in order to protect the rights and interests
of users and ensure the stability of retail and payment
systems. Strict requirements for obtaining approvals
and permissions, such as large amounts of capital,
were put in place for financial institutions, including
banks, credit card companies, and electronic financial
service providers, and strict regulations were applied to
business practices, such as fee amounts, funds, and risk
management.
However, the regulation of the payment and
settlement industry has recently been relaxed. In 2015,
service providers were permitted to issue mobile cards
without producing physical cards. In March 2016, users
were freed from the use of mandatory security cards and
one-time passwords (OTP) when transferring funds, and
in June 2016, the capital requirement for small-scale
electronic financial service providers was lowered from
between KRW 500 million and one billion to KRW
300 million. With the provision of prompt support for
and investment in Fintech companies, many of such
companies are beginning to offer the types of payment
services that had traditionally been offered by financial
institutions, such as banks and credit card companies.
This phenomenon is occurring not only in Korea but
also around the world. Among the global Fintech
services over the past few years, payment services have
received the highest levels of investment.9

Financial institutions and IT companies have
recognized mobile payment services as a platform
upon which they can maintain and expand their
customer bases and secure transaction information,
and are competing to occupy the platform as early
as possible.10 Existing financial institutions, such as
banks, are waiving transfer fees or applying preferential
interest rates to financial transactions made via mobile
platforms. Non-financial companies are encouraging
customers to subscribe to and use their mobile electronic
wallet and simple settlement services by offering
reward points, gifts, and discounts to first-time users.
In particular, large IT companies and retailers that have
already launched mobile simple settlement services are
conducting proactive marketing with a view to gaining
an early foothold in the market based on their advantage
in terms of capital.

Ⅲ. Literature Reviews
1. Studies Conducted Based on Results of
Surveys on Customer Behavior in Terms of
Payment Instrument Use
Since 2000, the central banks of major countries,
based on theirinterest in customers’ use of payment
instruments, have regularly conducted questionnairebased surveys on the status of payment instruments,
such as cash and payment cards. The study conducted
by Arrango, Hogg, and Lee (2012), as well as other
studies,11 have shown that customers’ possession
and use of payment instruments differs depending
on their observable characteristics (demographic
and social characteristics), such as educational level,
income, age, and gender, as well as the nature of the
transactions (place, item, and transaction amount). In

9 According to CB Insight (2014), a market research firm, the proportion of venture capital in payment and settlement services after 2008 accounted for 25 to
70% of the entire Fintech industry.
10 A platform isa physical, virtual, or institutional environment where different user groups conduct transactions or interact with one another smoothly (Sang-Gyu
Lee, 2010). Credit cards, PC operating systems, game consoles, and shopping malls are some examples.
11 You can refer to Gyu-Soo Kim and Eun-Young Song (2015) as it is one such existing empirical study that used the results of the survey on customer behavior
in terms of payment instrument use to analyze customers’ possession and use of payment instruments.
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Korea, Gyu-Soo Kim and Eun-Young Song (2015)
conducted an empirical analysis of the effects of
customers’demographic and social characteristics on
their choice of major payment instruments, including
cash, credit cards, and check cards, using the results of
the survey on customer behavior in terms of payment
instrument use conducted by the BOK in 2014.
However, existing studies in the field did not take into
account mobile payment services, as such services had
only small numbers of users at the time. Accordingly,
there is a lack of analyses that examine the specific
factors influencing customers’ choice of mobile payment
services. For example, the small number of merchants
accepting mobile payment services is highly likely to
serve as a factor that restrains the growth of the services
that require high accessibility.
2. Research on Relevant Mobile Payment
Services
Existing studies on mobile payment services have
been conducted based on a theory that explains the
factors influencing customers’ choice of new media12
and have focused mainly on customers’ subjective
perception.
① Mobile Payment Services
Mallat (2006) studied factors that determined whether
customers used mobile payment services based on their
perception of theadvantages (overcoming time and
spatial restraints) and restraints (lack of infrastructure,
complexity, and risk) of the services. Using the results of
a questionnaire-based survey of university students, Hua
et al. (2013) revealed that the more customers trusted
service providers and vendors, the more likely they were
to select mobile payment services. In Korea, So-dam
Kim and Byoung-Yong Yang (2015) identified factors
that determined the use of Kakao Pay’s services using
the results of an online survey of university and college
students.

② Mobile Banking Services
Gan et al. (2006) showed that customers’ choice
to use online banking services was influenced by the
objective quality of services and customers’ subjective
perception (their intention to use the services and their
evaluation of the services’ convenience). It also showed
that the elderly and high-income groups, in particular,
tended not to use online banking services frequently,
while residents of rural areas used the services more
frequently.13 Laukkanen et al. (2005) also revealed that
males and middle-aged and elderly groups used mobile
banking more frequently, compared to users of online
banking, but found no significant differences in terms
of users’ income or educational level. Fall et al. (2015)
studied factors that influenced low-income groups’
use of mobile banking in Senegal, revealing that age,
educational level, employment status, and wages were
important factors influencing the use of the services by
people in such groups.
③ Others
Lastly, according to Schuh and Shy (2015), younger
groups were more likely to use virtual currencies, such
as Bitcoin, while groups with experience using new
kinds of payment instruments and payment cards or that
held substantial net assets and earned high incomes were
more likely to retain and use such virtual currencies.
Existing studies focused primarily on traditional
payment instruments, such as cash and cards, or
mobile banking, but few addressed mobile payment
instruments. In particular, much of the research on
mobile payment instruments focused on analyzing
the perception of certain groups, such as university
and college students. This study, differs from existing
studies in that it conducts an empirical study of the
effects of users’ demographic and social characteristics
and accessibility to merchant stores that accept mobile
payment on their choice of domestic mobile payment
services.

12 In business administration and communications, many studies have been conducted on factors that determine customers’ choice of new media, including
new devices such as smartphones and tablets and social media, based on customers’ subjective evaluation and perception of advantages, necessity, and costs
of new technologies.
13 The study showed that as residents of rural areas had low access to bank branches, they used online banking more frequently as an substitute.
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<Table 2>		
Authors

Mobile Payment Services

Hua Xin, Angsana A,
and Felix B. (2013)

Overview of Existing Studies
Methods of
Analysis

PLS-SEM/Bootstrap

Innovation diffusion
Martin Eriksson Tallsand theory/
Van Trinh (2012)
Technology
acceptance model

Niina Mallat (2006)

Interviews

Christopher Gan,

Virtual currencies

Mobile/online banking

Mike Clemes, Visit
Limsombunchai, and
Amy Weng (2006)

Countries and
Data Studied1)

Key Variables/Factors

New Zealand
Survey data (302)

- Analyzed the influence of the
trustworthiness of mobile service
providers and vendors on users’
selection of mobile payment
Reputation, assurance, and
services
other risk factors of mobile
- Analyzed the effects of each
service providers and vendors
factor on the trustworthiness of
such providers and vendors and
then analyzed the effect of such
trustworthiness on customers’ use
of mobile services

Sweden
Interview data
(15)

Influence of sociodemographic characteristics
(gender, age, and income)
and use of mobile devices

- Analyzed factors that influence the
perception of and demand for
mobile payment services

Finland Interview
data
(46)

Convenience of payment
instruments (no temporal
and spatial restraints, no
need to wait), use of mobile
devices, and complexity,
network externality, costs,
and other risks of mobile
devices

- Analyzed factors that determine
whethercustomers use mobile
payment services

New Zealand
Logit

Survey data
(1,960)

Socio-demographic
characteristics (gender, age,
marital status, ethnicity,
education level, employment
status, and income) and
regions

Overview of Analysis

- Analyzed factors that determine
customers’ choice of either
electronic banking or traditional
banking services

Francois-Seck Fall, Yaya
Ky, and OusmaneBirda Sequential Logit
(2015)

Senegal
Survey data
(900)

Socio-demographic
characteristics
(gender, age, employment
status and type, and
education level), awareness
of mobile banking,
contribution to household
income and other
conveniences, costs and
others

Tommi Laukkanen and
Mika Pasanen (2005)

Logit

Finland
Internet survey
(2,675)

Socio-demographic
- Studied the differences in
characteristics (gender, age,
characteristics between mobile
number of households,
banking users and online banking
household income, vocation,
users
education level, and others)

Logit,
OLS

Socio-demographic
characteristics (gender,
United States
age, and net assets
Survey research data versus income), whether
(SPCP and others)
respondents used electronic
(1,925)
wallets, proportion of use
of cash and cards, and
perception of Bitcoin

Scott Schuh and Oz
Shy (2015)

- Divided low-income households’ use
of mobile banking into three stages
and analyzed factors that influence
use at each stage

- Analyzed factors that influence the
possession or transaction of bitcoin.

Note: 1) Numbers within parentheses are the numbers of samples.
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Ⅳ. Factors that Determine Customers’

Choice of Mobile Payment Services
1. Data for Analysis and Hypothesis
In this chapter, a simple econometrics model will be
established in order to conduct an empirical analysis
of factors that serve to contribute to or restrain the
expansion of mobile payment services. In addition,
major factors that determine the use and frequency of
use of mobile payment servicesand their effects will
be estimated.
(1) Data for Analysis
In order to conduct an empirical analysis, we
used the results of a questionnaire-based survey on
the current status of the use of mobile banking and
payment instruments that was conducted by the Bank
of Korea in 2015.14 The questionnaire was completed
by 2,500 adults aged 19 or older throughout the country
between August and September of 2015, together with
the annual survey on customer behavior in terms of
payment instrument use. The survey questions were
related to customers’ experiences with mobile banking,
mobile payment services, and other services; their

socio-demographic characteristics, such as gender, age,
residence, vocation, educational level, and income level;
and other subjects related to the use of mobile payment
services and other services.
First of all, we defined the dependent variables as the
use and frequency of use of (1) mobile banking, (2)
other mobile payment services, and (3) mobile payment
services used to make payments at online and offline
stores. We then set customers’ useor non-use of each
of the services as dummy variables and the frequency
of use by month of each of the services as continuous
variables.
As independent variables, we included variables15
related to i) customers’ socio-demographic
characteristics, ii) mobile banking accessibility at
stores, and iii) customers’ experiences using similar
services. Of these variables, gender was set as the
dummy variable,and the effects of age, educational
level, and income assumed linearity and were treated as
continuous rather than categorical variables.16 Whether
customers used PC-based Internet payment services and
Internet banking services and whether they resided in
big cities were treated as dummy variables, with the big
cities defined as the Seoul and Gyeonggi-do area and
the five metropolitan cities—Busan, Daegu, Daejeon,
Gwangju, and Ulsan.

14 For more details on the method and results of the survey, refer to the Bank of Korea (2016a).
15 According to the Bank of Korea (2016a), respondents cited their personal concern over personal information breaches and mistrust of security devices as their
reasons for not using financial services. In addition, customers’ subjective perception of the services, such as the ease and convenience with which the services
can be used and costs of the services, were found to be major factors influencing their choice of services. A separate analysis needs to be conducted on the
effects of those variables on customers’ choice of payment instruments.
Relationship between People’s Perception of Payment Instruments and Their Socio-demographic Characteristics
By income bracket1)

Mobile banking

Convenience

3.8
3.6
3.4
3.2
3.0
2.8

3.4

By age group

Security

Acceptability

Low-cost
Security

Convenience

Low-income
Middle-income
High-income
3.6

2.8

Low-cost
Security

Acceptability
20s
30s
40s
50s
60s and older

3.2

3.0

Convenience

Security

3.4

3.2

Mobile cards

3.7
3.5
3.3
3.1
2.9
2.7

3.0

Acceptability

Convenience

2.8

Low-income
Middle-income
High-income

Acceptability
20s
30s
40s
50s
60s and older

Low-cost
Low-cost
Note: 1) “Low-income groups” refer to groups with annual household income of KRW 40 million or less;“middle-income groups,” to groups with annual
household income of KRW 40 to 60 million; and “high-income groups,” to groups with annual household income of KRW 60 million or more.
16 When each characteristic was defined as a categorical variable, the sample sizes were not large enough to obtain significant results.
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The statistics of the major variables used in the empirical analysis are summarized below.

<Table 3>		

Statistics of Major Variables
Variables

Variable Type

Average

Standard
Deviation

Minimum

Maximum

[Dependent variables]
Use or non-use of mobile payment services

Dummy variable1)

0.15

0.36

0

1

(Online)

Dummy variable1)

0.14

0.34

0

1

(Offline)

Dummy variable1)

0.05

0.22

0

1

Continuous variable2)

0.52

1.81

0

40

(Online)

Continuous variable2)

0.43

1.56

0

40

(Offline)

Continuous variable2)

0.09

0.63

0

15

Dummy variable1)

0.35

0.48

0

1

Continuous variable2)

2.23

4.52

0

70

Dummy variable3)

0.50

0.50

0

1

Age

Continuous variable4)

3.03

1.40

1

5

Education Level

Continuous variable5)

3.57

1.07

1

6

Income

Continuous variable6)

2.00

0.67

1

3

Dummy variable1)

0.57

0.49

0

1

Internet payment services

Dummy variable6)

0.36

0.48

0

1

Internet banking

Dummy variable6)

0.46

0.50

0

1

Frequency of use of mobile payment services

Use or non-use of mobile banking
Frequency of use of mobile banking
[Socio-demographic characteristics]
Gender

[Accessibility at merchant stores]
Resident or non-resident of large city
[Use or non-use of similar services]

Notes: 1) This variable represents the use of services over a six-month period. In the case of mobile payment services, it represents payments made at stores (offline payment
services) and on the Internet (online payment services) and payments of transportation fares and public utility charges. In the case of mobile banking, it represents
account balance inquiries, account-to-account transfers, and cash withdrawals. Regarding residency of large cities, including Seoul and Gyeonggi-do, and the five
metropolitan cities, such as Busan, Daegu, Daejeon, Gwangju and Ulsan,“1”means “Yes”and“0” means “No.”
2) This variable represents the frequency of service use per month. In the case of mobile payment services, it represents payments made at stores or on the Internet.
3) “1”represents male,while “0”represents female.
4) “1”represents the 20s age group; “2,” the 30s; “3,”the 40s;“4,” the 50s; and “5,” the 60s and older.
5) “1” represents people who have graduated from middle or elementary school; “2,”from high school; “3,”from junior college; “4,” from four-year universities; and
“5,”master’s degree holders, and “6,” doctoral degree holders.
6) “1” represents low-income groups with annual household income of KRW 40 million or less;“2,” middle-income groups with annual household income of KRW 40
to 60 million; and “3,” high-income groups with annual household income of KRW 60 million or more.
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on customers’ choice of mobile payment and banking
services is presented below.

(2) Establishment of Hypothesis
The expected impact of each explanatory variable
<Table 4>

Factors Affecting Customers’ Choiceof Mobile Payment Services and Their Expected Effects
(1)

(2)

(3)

Mobile banking

Mobile payment services

Offline mobile payment
services

Uncertain

Uncertain

Uncertain

Age

(-)

(-)

(-)

Educational level

(+)

(+)

(+)

Uncertain

Uncertain

Uncertain

Uncertain

Uncertain

(+)

(+)

(+)

(+)

[Socio-demographic characteristics]
Gender

Income
[Accessibility at merchant stores]
Resident or non-resident of large city
[Customers’ experience using similar services]
Internet payment and Internet banking

(Age)
We expected that the older customers were less likely
to use new mobile payment services. The reason for
this is, as numerous existing studies have shown, older
people do not actively accept and use new media, such
as smartphones and social media.17 The elderly tend not
to replace the existing payment instruments they have
long used with new services, which is supported by their
lack of preference for non-cash payment instruments,18
such as credit cards.19 In addition, the elderly tend to
enjoy the benefits of such services for shorter periods
and are more likely to experience difficulty when
learning how to use such services.
(Educational Level)
We also expected that people with higher educational
levels would actively adopt and use new mobile
payment services. Existing studies have confirmed that
people with lower educational levels are less likely to

favor non-cash payment instruments, such as credit
cards.20 In addition, people with higher educational
levels are more likely to have a better understating
of and more trust in new payment services based on
complicated encryption technologies, and find it easier
to learn to use such services.
(Gender)
It is unclear how men and women would differ in
the use of mobile payment services. In general, men
are more likely to use new digital devices, such as
smartphones, tablets, and smart watches, and services
than women.21 However, more women use mobile
shopping services than men,22 are therefore more likely
to need mobile payment services and would respond
more actively to incentives, such as reward points.23
(Income)
It is unclear whether we would find any distinct

17 Korea Internet and Security Agency (2015)
18 Gyu-Soo Kim and Eun-Young Song(2015), and others
19 As Bagnall et al.(2014) shows, habit persistence exists in the use of payment instruments.
20 Gyu-Soo Kim and Eun-Young Song(2015), and others
21 Korea Internet and Security Agency (2015)
22 Korea Internet and Security Agency (2015)
23 Results of Lotte Card’s customer survey (2015)
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relationship between customers’ income and their
tendency to use mobile payment services. Many studies
have shown that people with higher incomes are more
likely to use non-cash payment instruments, such as
credit cards24 and have more resources to purchase
new digital devices, such as smartphones and tablets.
However, smartphone and credit and check card
penetration rates are already quite high in Korea, and
higher-income groups tend not to respond to incentives
offered to customers for signing up to or using mobile
payment services.
(Accessibility to Merchant Stores)
It is expected that, besides individual customers’
socio-demographic characteristics, accessibility to
mobile payment services at stores (merchant stores)
will have a significant impact on whether customers use
such services. It needs to be considered, therefore, that
payment services, as a platform, is a two-sided market,25
requiring both stores and customers.26 Currently, only a
limited number of stores accept mobile retail payment
and simple electronic payment and settlement services
through non-financial companies, and there are fewer
still offline merchant stores that accept such services.
As accessibility to merchant stores differs depending
on individual consumers’ consumption patterns, it
<Table 5 and Figure 9>

Large cities
Small cities and
rural areas

is difficult to measure it directly. In particular, while
shopping malls and stores that are frequently used by
younger age groups, such as university students, are
more likely to accept mobile payment services, stores
and traditional markets primarily used by older age
groups are less likely to accept such services.
In this paper, customers’ residency or non-residency
in large cities was used as a proxy27 for accessibility
to merchant stores. Types of businesses that deal
primarily with groups who are highly likely to use
mobile electronic payment services, such as younger
age groups and groups with high education levels, are
more likely to located in large cities. Meanwhile, the
regional gap (residence in large cities) is expected to
be more pronounced for offline payment services than
online payment services, because online shopping malls
are more likely to be used by residents of small cities
and rural areas, where offline stores are less accessible.
On the other hand, contrary to mobile payment services
complementing merchant stores, mobile banking serves
as a substitute for bank branches and ATMs. Therefore,
mobile payment services and mobile banking are more
likely to be used by residents of small cities and rural
areas, as such people have less access to banks, with
fewer branches per person and longer average distances
between branches than in large cities.

Number of Bank Branches by Region and Accessibility Index (2015)

Number of
branches1)

Number of branches per
1,000 people

Average transportation
distance2)

5,338

0.16

0.7km

average transporta�on distance

√

=

1,870

0.11

2.7km

bank branch

Notes : 1) Based on 15 city banks and regional banks

Area/the number of branch

2π

BANK

Customers

2) This figure is calculated based on the assumption that the customers served by each branch are
distributed equally within an individual unit,which is calculated by dividing the total area of each
region by the number of branches in that region.
Sources: The Korea Federation of Banks, Ministry of the Interior

24 Gyu-Soo Kim and Eun-Young Song(2015), and others
25 A two-sided market is a market where two different types of user groups interact with each other, and the values created through such interaction are influenced by indirect network externalities (Sang-Gyu Lee, 2010). For a detailed of the concept and characteristics of a two-sided market, refer to Sang-Gyu Lee
(2010) and Rysman (2009).
26 If there were more stores offering mobile payment services, customers could expect greater utility by signing up for such services. In contrast, if there were
more customers, more stores would be encouraged to accept the services
27 Residency or non-residency of large cities was used as a proxy for accessibility to merchant stores. However, there is a limitation to such a definition for the
proxy. As groups with high education levels or younger age groups are more likely to reside in large cities, the problem of incomplete multicollinearity can exist
between the variables. In addition, if residency in large cities,which is used as a proxy for accessibility to merchant stores, includes other unnecessary variables,
it could create an overfitting problem.
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(Whether Customers Use Similar Services)
It is expected that customers’ use or non-use of PCbased Internet shopping and Internet banking, which
are similar to mobile payment services, will have a
large impact on the use of mobile payment services.
In particular, PC-based Internet shopping and Internet
banking users are highly likely to proactively use
mobile banking and other mobile payment services.
By using similar services, users of PC-based Internet
shopping and Internet banking may then recognize the
convenience and security of mobile banking and other
mobile payment services.

more likely to use mobile payment services than men,
older age groups, and groups with low education levels,
respectively. However, income is not found to have
had a significant impact. Meanwhile, the results of the
analysis that incorporated customers’ residency of large
cities, which serves as the proxy for accessibility to
merchant stores (Model 2), showed that the residents of
large cities were significantly more likely to be mobile
payment service users. In addition, the results of the
analysis that incorporated whether customers used
similar services as a variable (Model 3) showed that
customers who used PC-based Internet shopping were
much more likely to use mobile payment services than
those who did not.

2. Empirical Analysis
(1) Logit and Probit Models
(Model)
First, customers use or non-use of mobile payment
services was analyzed using the following Logit model.

(1) Pr(Ai) = f(DEMi,Residi,PCit)+ei

In Equation (1) above, function f refers to the
cumulative distribution function, where i represents
individuals, DEM represents socio-demographic
characteristics, Resid represents residential areas,
and PC represents whether customers use PCbased Internet services (banking or payment). As the
coefficients of the Logit and Probit models used in this
paper are different from those of linear models, making
interpretation difficult, we estimated the marginal effect
of certain variables on selection probability.
(Results)
The results of the analysis of factors that determine
customers’ use of mobile payment services (excluding
mobile banking) are as follows. First of all, in terms of
socio-demographic characteristics, women, younger
age groups, and groups with high education levels were
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The analysis, which distinguished between online and
offline transactions, shows similar patterns among all
mobile payment services. Age, gender, and educational
level had significant influences over whether customers
used online or offline mobile payment services. The
study showed that whether customers used PC-based
Internet shopping had a significant impact on whether
they used online or offline mobile payment services.
Meanwhile, regarding online mobile payment
services, residents of large cities were more likely to
use mobile payment services than were residents of
medium-and small-sized cities. However, the difference
between the two comparison groups is not significant.
(at 5% significance level). In the case of offline mobile
payment services, whether customers resided in large
cities had a more significant impact on whether they
used mobile payment services.

Results of Analysis of Customers’ Use or Non-Use of Mobile Payment Services1)

<Table 6>

Logit

Probit

(1)

(2)

(3)

(1)

(2)

(3)

-0.07***

-0.07***

-0.058***

-0.077***

-0.077***

-0.065***

(0.005)

(0.005)

(0.005)

(0.005)

(0.005)

(0.006)

-0.028**

-0.028**

-0.023*

-0.034**

-0.033**

-0.029**

(0.013)

(0.013)

(0.013)

(0.015)

(0.015)

(0.014)

0.032***

0.031***

0.027***

0.034***

0.033***

0.029***

(0.007)

(0.007)

(0.006)

(0.008)

(0.008)

(0.007)

0.0001

-0.003

-0.002

-0.0002

-0.003

-0.003

(0.011)

(0.011)

(0.01)

(0.012)

(0.012)

(0.012)

0.025**

0.027**

0.027*

0.03**

(0.012)

(0.012)

(0.014)

(0.013)

[Socio-demographic characteristics]
Age

Gender

Educational level

Income

[Accessibility at merchant stores]
Resident or non-resident of large city

[Customers’use of similar services]
PC-based Internet shopping

Number of samples

2,500

0.087***

0.098***

(0.017)

(0.018)

2,500

2,500

2,500

2,500

2,500

Note: 1) ***, **, and * representsignificance levels of 99%, 95%, and 90%, respectively. Figures in parentheses are standard deviations

<Table 7>

Results of Analysis of Customers’ Use or Non-Use of Online Mobile Payment Services1)
Logit
(1)

(2)

Probit
(3)

(1)

(2)

(3)

[Socio-demographic characteristics]
Age
Gender
Educational level
Income

-0.058***

-0.058***

-0.048***

-0.064***

-0.064***

-0.053***

(0.004)

(0.004)

(0.005)

(0.005)

(0.005)

(0.005)

-0.025**

-0.024**

-0.02*

-0.029**

-0.028**

-0.024*

(0.012)

(0.012)

(0.011)

(0.013)

(0.013)

(0.013)

0.031***

0.03***

0.027***

0.034***

0.033***

0.029***

(0.006)

(0.006)

(0.006)

(0.007)

(0.007)

(0.007)

-0.006

-0.008

-0.008

-0.007

-0.009

-0.009

(0.01)

(0.01)

(0.009)

(0.011)

(0.011)

(0.011)

0.016

0.018*

0.018

0.021*

(0.011)

(0.01)

(0.012)

(0.012)

[Accessibility to merchant stores]
Resident or non-resident of large city
[Customers’ use of similar services]
PC-based Internet shopping
Number of samples

2,500

2,500

0.074***

0.086***

(0.016)

(0.017)

2,500

2,500

2,500

2,500

Note: 1) ***, **, and * representsignificance levels of 99%, 95%, and 90%, respectively. Figures in parentheses are standard deviations
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<Table 8>

Results of Analysis of Customers’ Use or Non-Use of Offline Mobile Payment Services1)
Logit
(1)

Probit

(2)

(3)

(1)

(2)

(3)

[Socio-demographic characteristics]
Age

Gender

Educational level

Income

-0.026***

-0.025***

-0.02***

-0.03***

-0.029***

-0.024***

(0.003)

(0.003)

(0.003)

(0.003)

(0.003)

(0.003)

-0.004

-0.003

-0.002

-0.004

-0.004

-0.003

(0.008)

(0.007)

(0.007)

(0.009)

(0.009)

(0.008)

0.014***

0.013***

0.011***

0.016***

0.014***

0.012***

(0.004)

(0.004)

(0.004)

(0.005)

(0.005)

(0.004)

-0.005

-0.007

-0.007

-0.004

-0.007

-0.006

(0.007)

(0.007)

(0.006)

(0.008)

(0.008)

(0.007)

0.024***

0.024***

0.027***

0.026***

(0.007)

(0.006)

(0.008)

(0.007)

[Accessibility at merchant stores]
Resident or non-resident of large city

[Customers’ use of similar services]
PC-based Internet shopping

Number of samples

2,500

2,500

0.032***

0.036***

(0.01)

(0.011)

2,500

2,500

2,500

2,500

Note: 1) ***, **, and * represent significance levels of 99%, 95%, and 90%, respectively. Figures in parentheses are standard deviations.

Our analysis of mobile banking revealed patterns
similar to those found in our analysis of mobile
payment services. However, as we predicted previously,
<Table 9>

whether customers resided in large cities appeared to
have no significant impacton determining whether they
used mobile banking.

Results of Analysis of Customers’ Use or Non-Use of Mobile Banking
Logit

Probit

(1)

(2)

(3)

(1)

(2)

(3)

-0.125***

-0.125***

-0.103***

-0.126***

-0.126***

-0.102***

(0.009)

(0.009)

(0.009)

(0.009)

(0.009)

(0.009)

-0.015

-0.014

-0.016

-0.015

-0.015

-0.017

(0.024)

(0.024)

(0.025)

(0.024)

(0.024)

(0.024)

0.082***

0.08***

0.057***

0.081***

0.08***

0.057***

(0.013)

(0.013)

(0.013)

(0.013)

(0.013)

(0.013)

0.025

0.022

0.019

0.026

0.023

0.02

(0.019)

(0.02)

(0.02)

(0.019)

(0.019)

(0.02)

0.028

0.036

0.03

0.036

(0.023)

(0.023)

(0.022)

(0.022)

[Socio-demographic characteristics]
Age

Gender

Educational level

Income

[Accessibility at merchant stores]
Resident or non-resident of large city

[Customers’ use of similar services]
PC-based Internet shopping

Number of samples

2,500

2,500

0.287***

0.286***

(0.024)

(0.024)

2,500

2,500

Notes: 1) ***, **, and * representsignificance levels of 99%, 95%, and 90%, respectively. Figures in parentheses are standard deviations
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2,500

2,500

In Equation (2) above, xi represents the explanatory
variables that were used; β,the vector of a parameter
to be estimated; and ui, an error term. The equation is
assumed to follow a normal distribution N(0,ϭ2). ui* is
the parameter that represents the potential frequency of
use and has the following relation with ui, which is the
actual observed frequency of use.

(2) Tobit Model
(Model)
When the frequency of use of mobile payment and
banking services is defined as a dependent variable, we
need to take into consideration the fact that customers
who did not use the services constituted a majority of
the samples. As shown above, customers who used
mobile banking and payment services accounted for
merely 36.4% and 15.8% of the samples, respectively.
Recognizing this, the use of an ordinary least square
method may cause bias.
Therefore, the following Tobit Model was used to
identify the factors that affect customers’ frequency of
use of mobile payment services.28

(3) yi = yi* if yi* ≥ 0
yi = 0 if yi*< 0

		

Taking I(yi) as an indicator function where yi*< 0
is equal to 0 and yi* ≥ 0 is equal to 1, its likelihood
function is as follows:
N

(4) L(β,ϭ) = ∏

i =1

(2)

(ϭ (
1

ϕ

yi - Xi β

ϭ

)) ( ( ϭ ))
I(yi)

1-ψ

Xi β

1-I(yi)

yi* = xi'β+ui
Results of Analysis of Customers’Frequency of Use of Mobile Payment Services1)

<Table 10>

Mobile payment

Mobile banking

Total

Online

Offline

-2.449***

-2.193***

-1.356***

-1.817***

(0.368)

(0.398)

(0.301)

(0.179)

-1.107*

-1.119*

0.26

-0.551

(0.598)

(0.582)

(0.561)

(0.45)

1.384***

1.258***

0.913***

1.372***

(0.34)

(0.339)

(0.321)

(0.264)

-0.166

-0.211

-0.339

0.333

(0.478)

(0.451)

(0.478)

(0.37)

1.416***

1.031**

1.943***

0.21

(0.539)

(0.512)

(0.569)

(0.455)

3.171***

2.937***

2.338***

5.565***

(0.702)

(0.732)

(0.655)

(0.534)

-7.915***

-7.512***

-10.135***

-6.085***

(2.038)

(2.121)

(2.139)

(1.374)

[Socio-demographic characteristics]
Age

Gender

Educational level

Income

[Accessibility at merchant stores]
Resident or non-resident of large city

[Customers’ use of similar services]
PC-based Internet shopping / banking

Constant

Number of samples

2,500

2,500

2,500

2,500

Note: 1) ***, **, and * represent significance levels of 99%, 95%, and 90%, respectively. Figures in parentheses are standard deviations.

28 Considering the possibility that customers’ decisions regardingregistering for mobile payment services and the frequency with which they use the services
could be made separately, we attempted to conduct an analysis based on the Heckit model. However, as the size of the samples was small, we could not
obtain significant results.
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(Results)
The results of the Tobit model on factors that
determine the frequency of customers’ use of mobile
banking and payment services were similar to those
of the analysis based on the Logit model. Women
were more likely to use mobile banking and payment
services frequently, while the younger and more
educated customers were, the more likely they were to
use such services frequently. However, the difference
in the frequency of use due to income levels appeared
not to be significant. Residents of large cities were
significantly more likely to use mobile payment
services; however, the same tendency was not
observed for mobile banking services.

Ⅴ. Conclusion and Implications
This paper examined the current status of the
rapidly expanding mobile payment services as well
as the factors that have contributed to their expansion.
People’s great interest in Fintech, the government’s
support, and companies’ active marketing have led
to the launch of not only mobile banking services but
diverse types of mobile payment services, such as
mobile card services, electronic wallets, and simple
payment services.
In 2015, the Bank of Korea conducted a questionnaire
-based survey of customer behavior in terms of mobile
financial service use. The results of the survey showed
that customers’ socio-demographic characteristics and
the accessibility of the services measured by residential
area caused a significant gap in their selection of
services. The younger and more educated customers
were, the more likely they were to actively select
mobile payment services, and women were more
likely to use the services than men. No distinct pattern
was found in terms of service useby income level.
Meanwhile, residents of large cities appeared to sign up
for and use mobile payment services more frequently
then residents of smaller cities and rural areas. This
tendency was more pronounced in the use of offline
services, but no such tendency was found in the use
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of online services and mobile banking services. This
implies that accessibility to the services at merchant
stores was an important factor in customers’ selection
of the services. In addition, customers who used PCbased Internet shopping or banking were more likely to
use mobile banking and payment services.
The results of this paper’s analysis may be used to
establish payment and settlement policies with a view
to promoting the further expansion of mobile payment
services and growth of the Fintech industry. In order
to achieve such expansion, the gaps between different
social groups in terms of their use of mobile payment
services need to be closed. As educational levels and
age, rather than income, appeared to serve as factors
that limited the spread of mobile payment services, we
need to work toward increasing the simplicity, security,
and trustworthiness of service use methods. Moreover,
the government needs to endeavor to make available
more merchant stores that offer mobile payment
services while also providing support with the aim of
making mobile payment instruments available in midand small-sized cities as well as at stores used primarily
by the elderly.
This paper is limited in that it indirectly verified
the influence of accessibility to services at merchant
storesusingonly regional characteristics. For more
sophisticated analysis, additional research on the current
status of merchant stores’ acceptance of payment
instruments needs to be conducted, taking into account
the characteristics of the two-sided market. Moreover,
there is an apparent need for more research, conducted
through a long-term, panel-based survey, on the ways
in which mobile payment services have spread.

【Appendix】
Statistics on Users of Mobile Payment Services
1. Mobile Payment Services1)
Users

Non-users

Variables

Number of
samples

Average

Standard
deviation

Number of
samples

Average

Standard
deviation

Gender2)

383

0.47

0.50

2,117

0.51

0.50

383

2.01

1.02

2,117

3.22

1.38

383

4.04

0.92

2,117

3.49

1.07

Income

383

2.13

0.62

2,117

1.98

0.67

Resident or non-resident of large city6)

383

0.63

0.48

2,117

0.56

0.50

Internet payment services

383

0.67

0.47

2,117

0.30

0.46

3)

Age

4)

Education level
5)

2. Mobile Banking1)
Users
Variables

Number of
samples

Gender2)

Non-users

Average

Standard

Number of

deviation

samples

Average

Standard
deviation

877

0.50

0.50

1,623

0.50

0.50

877

2.28

1.09

1,623

3.44

1.39

877

3.96

0.95

1,623

3.36

1.07

877

2.13

0.62

1,623

1.93

0.68

Resident or non-resident of large city

877

0.58

0.49

1,623

0.57

0.49

Internet banking

877

0.74

0.44

1,623

0.31

0.46

3)

Age

4)

Education level
Income5)

6)

3. Customers’Frequency of Use of Mobile Banking and Payment Services7)
Variables8)

Number of
samples

Average

Standard
deviation

Number of
samples

Average

Mobile payment services9)

383

3.37

3.43

0

40

(Online)9)

338

3.15

3.08

1

40

9)

(Offline)

132

1.72

2.16

0

15

Mobile banking

877

6.37

5.64

1

70

Notes: 1) This variable represents the use of services over a six-month period. In the case of mobile payment services, it represents payments made at stores (offline payment
		 services) and on the Internet (online payment services) and payments of transportation fares and public utility charges. In the case of mobile banking, it represents
		 account balance inquiries, account-to-account transfers, and cash withdrawals.
2) “1” represents male, while “0” represents female.
3) “1” represents the 20s age group;“2,”the 30s;“3,”the 40s;“4,”the 50s; and “5,” the 60s and older.
4) “1” represents people who have graduated from middle or elementary school;“2,” from high school;“3,”from junior college;“4,” from four-year universities;“5,”
		 master’s degree holders; and “6” doctoral degree holders.
5) “1” represents low-income groups with annual household income of KRW 40 million or less;“2,” middle income groups with annual household income of KRW 40
		 to 60 million; and “3,” high-income groups with annual household income of KRW 60 million or more.
6) Regarding residency of large cities,including Seoul and Gyeonggi-do, and the five metropolitan cities, such as Busan, Daegu, Daejeon, Gwangju and Ulsan,“1”
		 means “Yes” and “0” means “No.”
7) Frequency of monthly use
8) This variable represents the use of services over a six-month period. In the case of mobile payment services, it representspayments made at stores (offline payment
		 services) and on the Internet (online payment services). In the case of mobile banking, it represents account balance inquiries, account-to-account transfers, and
		 cash withdrawals.
9) Payments of transportation fares and utility bills were excluded from the mobile payment service charges, making users’ frequency of use of such services zero.
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Financial Stability Overview

Korea’s financial system has been generally
stable, against a background of favorable financial institution and foreign exchange sector
soundness, although there are some vulnerabilities related to household and corporate sector
financial conditions.
In the household sector, the loan delinquency rate
is falling and the debt structure is also improving,
but with the volume of debt continually rising debt
repayment burdens have grown somewhat.
Corporate sector profitability and financial
structures have generally improved, except in some
vulnerable industries such as shipbuilding and
shipping. Growth has deteriorated greatly, however,
owing to factors such as the global economic
slowdown.
The structural slump in profitability at banks is
continuing, due for example to narrowing loan-todeposit spreads in line with the low interest rates,
but bank asset soundness and capital adequacy
appear favorable. In the non-bank financial sector
the improvements in profitability have faltered as
well, but the trends of improvement in indicators
of overall management conditions including asset
soundness and capital adequacy have continued.
The volatilities of financial market prices such
as interest rates, stock prices, exchange rates, etc.
have generally remained stable. With regard to
foreign exchange soundness, net external assets
have continued to increase and domestic banks’
foreign currency funding conditions have also shown
favorable pictures.
These financial stability conditions are reflected
in the Financial Stability Map. 1) The Financial
Stability Index (FSI) 2), illustrating the situation
related to financial stability, rose temporarily to 10.5

in February 2016 but subsequently fell again and
is currently at 6.7, also below the “Warning” stage
threshold (8).
Going forward Korea’s financial stability
conditions are foreseen being greatly affected
by changes in household and corporate financial
soundness and by external risks including the
economic sluggishness in China. In view of this, the
restructuring of companies in weak industries will
have to be smoothly carried out, and the possibility
of system risk due to a buildup of corporate defaults
thereby mitigated.

Financial Stability Map1)2)
Period analyzed for H2 2015 Financial Stability Report
Period analyzed for H1 2016 Financial Stability Report

Financial market
stability

10

Deterioration

5
Corporate financial
soundness

Bank soundness

0
Improvement

Household financial
soundness

Non-bank financial
institution soundness
Foreign exchange soundness

Notes: 1) The closer to the center, the greater the degree of stability
2)

Macroprudential soundness condition dimensions,
Financial system dimensions

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 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)”.
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Financial Stability Index (FSI)1)
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Note: 1) The Financial Stability Index is measured based on values from 0 (min)
to 100 (max). The closer it is to 100, the higher the level of instability.
<The level during the Asian financial crisis (January 1998) equals 100>
Source: The Bank of Korea

[Financial Stability Situation]
 In the household sector, the loan delinquency
rate is falling and the debt structure is also
improving, but as the volume of debt has
continually increased debt repayment burdens
have grown somewhat.
The amount of household debt stood at 1,223.7
trillion won as of the end of March 2016, 11.4%
higher year-on-year as its pace of increase has
continued to accelerate since the third quarter of
2014. The household debt-to-disposable income
ratio, at 145.6% (estimated) as of the end of March
2016, had risen by 9.6% points over its figure at the
same time last year (136.0%).

Households’ financial debt-to-financial assets
ratio stood at 44.8% at the end of December 2015,
with their financial assets thus more than doubling
their financial liabilities. However, as households’
financial debts have increased a bit more rapidly than
their financial assets, the ratio was 0.8% point higher
than at the end of June 2015.
Household loan delinquency rates are showing
stable downward trends in both the banking and
the non-bank financial sectors, in line with the low
interest rates for instance. The debt structure is in
addition steadily improving, with the average loan
maturities and the share in total bank home mortgage
loans accounted for by fixed-rate, amortizing loans
both increasing thanks to the policy authorities’
ongoing household debt management policies.
Financial institution1) household Proportions of fixed rate and amortizing
loan delinquency rate
loans, and average maturity1)
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The ratio of household debt repayment expenditures to disposable income was 36.9% in the fourth
quarter of 2015, lower by 0.8% point year-onyear. This was a result mainly of debt repayment
expenditures having lessened slightly due to
decreases in interest expenses in line with the falling
interest rates.
Given the expanded debt repayment burdens of
the low-income vulnerable groups, the possibility
of increasing defaults must meanwhile be borne in

Source: The Bank of Korea
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 Corporate sector profitability and financial
structures have generally improved, except
in weak industries such as shipbuilding
and shipping, but growth has deteriorated
substantially.
Following the reversal into negative territory of
the rate of sales growth in 2014, its extent of decline
widened greatly during 2015 centering around large
enterprises. The operating income-to-sales ratio did
however show a higher figure than in 2014, at 5.6%,
as corporate margins improved somewhat thanks for
example to declines in the prices of raw materials.

(%)
Rate of sales increase (LHS)1)

Operating income-to-sales ratios (RHS)2)
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Notes: 1) Year-on-year
2) Operating income / Sales
Source: KIS-Value
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Corporate growth and profitability
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Profitability picked up in the majority of
industries with the exceptions of fragile ones such
as shipbuilding, shipping, etc. In the shipbuilding
industry the operating incometo-sales ratio was
-11.7% during 2015, as it worsened further compared
to the year before (-6.9%). In the shipping industry
the operating income-to-sales ratio showed 1.7%,
but due to non-operating losses stemming from large
volume interest expenses the pretax net incometo-sales ratio reversed to a negative figure (-2.8%).
In the cases of the electronics and the automobile
industries on the other hand, they are maintaining
their favorable levels of profitability seen since
2014.

Construction

mind, and redoubled efforts are called for to boost
household incomes and improve the household debt
structure.

2015

-4

Financial structure stability and short-term
liquidity conditions have also improved somewhat.
The proportion of firms with elevated debt ratios
(200% or above) was 14.2% in 2015, as it has been
gradually falling since 2013, and that of firms with
quick ratios of 100% or higher was 59.5%, up by
3.1% points compared to the year before.
If corporate growth remains sluggish going forward,
however, it is necessary to bear in mind the possibility
of the decline in investment, the worsening of
profitability and so on bringing about deteriorations in
companies’ competitiveness in the long term.

Corporate financial structure soundness and
short-term liquidity
<Proportions of firms with debt
ratios1) of 200% or above>
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Profitability showed a trend of improving
somewhat entering 2016, even amid the continuing
structural sluggishness. Return on assets (ROA)
rebounded after two consecutive quarters of decline
to stand at 0.59% in the first quarter of the year.
Banks’ structural margin ratio, indicative of their
capacities for generating sustainable profits, rose
from 0.71% in the fourth quarter of 2015 to 0.83%
in the first quarter of 2016, although remaining at a
very low level compared to the past.
Capital adequacy has shown a satisfactory picture.
The BIS total capital ratio rose compared to the end

30

Indicators of commercial bank profitability

Notes: 1) Debt / Equity
2) Quick assets / Liquid liabilities

3

Source: KIS-Value

 The structural slump in profitability in the
banking sector is continuing, but asset soundness
has sustained a trend of general improvement
and loss absorption capacities have also shown
satisfactory levels.
The pace of increase in commercial bank assets,
which had accelerated rapidly driven by loans,
has now slowed somewhat, but asset soundness
has continued its trend of improvement with the
substandard-or-below loan ratio falling for example.
Substandard-or-below loan ratios in shaky industries
such as shipping, construction and shipbuilding have
however sustained high levels.
Commercial bank substandard-or-below loan ratio1)
and rate2) of increase in total assets
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and provision coverage ratios1)
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of 2015 (14.69%) to stand at 14.84% at the end of
the first quarter of 2016, and was greatly exceeding
the regulatory standard (8.625%). The provision
coverage ratio, indicative of banks’ capacities for
absorbing expected losses, also continued its trend
of increase to reach 145.6% as of the end of the first
quarter of 2016.
With regard to banks’ future management
conditions, profit generating conditions are
worsening with the prolongation of the low interest
rate environment, on top of which loan asset
soundness could also possibly deteriorate when the
restructuring of firms in vulnerable industries reaches
full scale, and there is thus a need for appropriate
preparations related to this.
 Non-bank financial institutions’ assets
c o n t i n u e t o s h o w t re n d s o f h i g h g ro w t h ,
in addition to which their asset soundness
has improved and their capital adequacy is
maintaining favorable levels as well.
Non-bank financial institution total assets showed
a high rate of growth of 8.6% (year-on-year) at
the end of the first quarter of 2016, even despite
the paces of increase at insurance companies and
securities companies having slowed slightly.

NBFI rates of total asset growth1)2), by financial sector
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Asset soundness showed trends of improvements
in most non-bank financial sectors, with delinquency
rates and substandard-or-below loan ratios falling for
example.
NBFI delinquency rates1), by sector
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2) Excluding insurance policy loans
3) Including card (excluding credit sales), installment and lease assets
Sources: Financial institutions’ business reports

The trends of improving profitability in some
sectors that had continued since the middle of 2013
have shown signs of weakening. Returns on assets
(ROA) have declined slightly due to reduced returns
on investment at insurance companies, and due to
declines in bond disposals and valuation gains for
example at securities companies. The savings bank
ROA has on the other hand continued its trend of
increase, on rising interest incomes in line with
banks’ expansions in lending.
Capital adequacy ratios have maintained favorable
levels greatly exceeding the financial supervisory
standards in all sectors.
NBFI ROAs1)
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NBFI capital adequacy ratios
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rates grew until early February 2016, as external
uncertainties rose related to the Chinese stock market
unrest, to the trend of declining international oil
prices, to expectations of an interest rate hike by the
US Federal Reserve, etc. Since then, however, the
picture has been one of returning to stability.
The Treasury bond (3-year) yield sustained a
trend of decline from December 2015 to stand at an
historic low 1.41% on May 10, but has rebounded
since the release of the April FOMC meeting
minutes, as the possibility of a rate hike by the
Federal Reserve has become highlighted again, and
recorded 1.50% as of May 31.

Notes: 1) Insurance companies’ risk-based capital ratio (supervisory requirement 100%), mutual credit cooperatives’ net capital ratio (2%;

BOK Base Rate, Korea and US Treasury bond yields

community credit cooperatives 4%; agricultural cooperatives
5%), securities companies’ net capital ratio (100%; previous
net operating capital ratio 150%), credit-specialized financial
institutions’ adjusted-capital ratio (7%; credit card companies 8%),
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savings banks’ BIS capital ratio (6%; companies with assets over 2
trillion won 7%)
2) Dotted lines show the relevant supervisory capital adequacy ratio
standards
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 The domestic financial markets have shown
a trend of stability overall, but in the corporate
bond market the situation of credit discrimination
against sub-prime bonds has intensified.
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The volatility of financial market price variables
including interest rates, stock prices and exchange

Interest rate stock price and FX volatilities1)
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The won / US dollar exchange rate has fluctuated
in line with changes in expectations for a policy rate
hike by the Fed, with the movements of international
oil prices, with concerns about the global economic
slowdown, etc., while the won / yen rate has shown a
trend of increase on the strengthening of the yen due
to spreading risk aversion.
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Note: 1) Daily volatility calculated using exponential weighted moving average
(EWMA) method
Source: The Bank of Korea
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payment capacity has maintained a sound picture
with the ratios of short-term external debt relative to
foreign exchange reserves and to total external debt
continuing to fall.
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In the corporate bond market, meanwhile, the
spreads on both prime and sub-prime bonds widened
until December 2015, but entering 2016 a situation
of differentiation between credit ratings appeared
with the spreads on prime bonds alone narrowing.

Corporate bond credit spreads1),
and spread across credit ratings
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Domestic banks’ foreign currency funding
conditions did worsen temporarily in the early part
of 2016, owing to international financial market
anxieties for example, but since then have maintained
satisfactory pictures due among other factors to
expansions in the accommodative monetary policy
stances of major countries. The spread on longterm foreign currency borrowings rose to 88 basis
points in mid-January 2016, but has since then
shown a picture of rapid stabilization, influenced by
the favorable foreign currency liquidity conditions
due to the continuing current account surplus for
example.
Domestic bank spread1) on long-term borrowing
and CDS premium2)
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 The foreign exchange sector has shown
a stabilized picture on the whole, as amid the
continuing trend of increase in net external
assets domestic banks’ foreign currency funding
conditions have also been favorable.
The trend of increase in the volume of net external
assets has been sustained, while the external
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Meanwhile, net outflows of foreigners’ securities
investment funds were seen until February 2016,
affected mainly by changes in global fund flows
following the policy rate hike by the US Federal
Reserve and by concerns about economic unrest
in China and other emerging markets. Since the
middle of February 2016 they have reversed to
inflows, however, as the trend of international
financial market risk aversion has eased in line with
expectations of a delay in additional rate hikes in the
US, with expansions in monetary policy easing by
major country central banks, etc.
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 Looking at the payment and settlement
systems, the large-value and retail payment
systems and the securities and foreign currency
settlement systems have all been managed stably.
In the total amount settled through the largevalue payment system, BOK-Wire+, the proportions
of settlement made at around the closing time
(16:00~17:30) and of payment orders in queue for
settlement have maintained trends of stability. The
maximum intraday overdraft cap exhaustion rate,
showing the level of secured settlement liquidity of
BOK-Wire+ participants, has also remained low.

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 rose during the fourth quarter
of 2015, in line for example with the occurrence of
temporary large-scale funds transfers due to some
companies’ subscriptions to public offerings and the
related refunds, before then falling again in the first
quarter of 2016. Meanwhile, although the proportion
of foreign currency settlements carried out through
the CLS system has fallen since the first quarter
of 2015, due for example to increased transactions
involving the Chinese yuan, a non-CLS settlement
currency, it has maintained a high level in the range
of around 70% as previously.
Retail payment and foreign exchange settlement
system risk indicators
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The securities settlement systems have been
managed stably, as in the cases of the exchangetraded stock and government bond markets,
deliveries of and fund payments for securities have
all been completed before the settlement delay
penalty deadline, while in the over-the-counter stock
market as well the share of payments made after the
deadline has been at an insignificant level.

Domestic bank non-performing corporate
loan proportions1)
<By banking sector>
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[Financial Stability Issue Analysis]
 Bank loan soundness has worsened due
to some recent corporate defaults, especially
of shipbuilding and shipping companies, but
with the exceptions of specialized banks asset
soundness and capital adequacy at most banks
have been relatively fine.
Domestic banks’ bad loan ratio (substandard-orbelow loan ratio) was 2.6% at the end of March
2016, its highest level since the end of March 2011
(2.8%). Looking at the different banking sectors,
specialized banks (3.5%) have been showing a trend
of increase in their bad loan ratio since 2014, while
the ratio among commercial banks (1.8%) remains
at a relatively low level. By industry, the bad loan
ratios of the main vulnerable industries such as
the other transportation equipment manufacturing
industries including shipbuilding, the basic metals
industries including steel, the construction industry,
etc. have been high.
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Sources: Domestic banks’ business reports

Meanwhile, a look at the financial conditions
of commercial bank corporate borrowers shows
their major financial indicators such as interest
coverage ratios, debt ratios, etc. to have been
generally improving. Corporate growth has been
deteriorating recently, however, and the continuing
high proportions of loans made to companies at risk
of insolvency must be borne in mind.
From the perspective of corporate loan composition, the degree of loan concentration on large
Amounts1)2) of risk concentrated
in credit extended to highlyindebted business groups
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corporate groups and a few specific industries is
becoming higher. In particular, the proportion in total
loans to SMEs accounted for by loans extended to
the real estate and leasing industries has risen from
15.0% at year-end 2010 to 19.9% as of the end of
March 2016.
In their loan soundness management practices
banks are showing a backward-looking tendency, in
which as long as interest is not delinquent even loans
to enterprises with high likelihoods of default are
classified as normal, on top of which the existence
of collateral is still being used as an important
judgement standard in loan credit evaluations.
In view of these points, there is a need for domestic
banks to also give forward-looking consideration to
borrowers’ future repayment capacities and become
more sophisticated in their loan management.
Vigilance will also be needed regarding the excessive
concentrations of loans on large corporate groups
and particular industries such as real estate.
Meanwhile, given that corporate loan defaults
could cause a deterioration in bank management
soundness and undermine financial stability, there is
a need for preempting any possibility of system risk
due to a buildup of corporate defaults, through the
carrying out of smooth corporate restructuring.

 External risks, including the economic slowdown in China, the unease about international
oil prices, the possibilities of crises in emerging
market countries and the uncertainties related to
monetary policies in advanced countries, as well
as the continuing interactions among these risks,
have been working as factors causing instability
in the domestic financial system.
The low economic growth in China and other
EMEs could cause deteriorations in financial
soundness of export companies and a further rise in
the likelihood of corporate defaults. It could also lead
to increased volatility in the domestic financial and
foreign exchange markets, followed by asset price
instability.
The possibilities of the low oil prices continuing,
and of crises arising in oil-producing countries and
other EMEs as a result, can also lead to a worsening
of financial conditions at companies with high shares
of exports to and overseas construction projects in oilproducing countries, in addition to intensified global

risk aversion and capital outflows. This can become a
factor causing the prices of domestic assets including
stocks and bonds to fall.
In addition, the differentiations in monetary policy in
line with variations in the speeds of economic recovery
in the US, the euro area, Japan and other advanced
countries could not only affect export conditions,
through giving rise to exchange rate volatility for
example, but also cause an expansion in capital
flow volatility in the global financial markets and an
amplification of domestic financial system instability.
For our article on this subject we used the Bank
of Korea’s Systemic risk Assessment model for
Macroprudential Policy (SAMP), and deduced the
impacts on the financial system as a whole of three
external risks – of low economic growth in China
and other EMEs, of continuing low oil prices, and of
economic slowdowns in the euro area and Japan –
based on their effects on banks’ capital adequacy.
The results of analysis show domestic banks’
resiliency to be good overall, and the effects of these
risks on the domestic financial system appear limited. If
any of these external risks should materialize, or some
of them occur in combination although the possibility
of this is low, financial system stability could decline as
capital adequacy at some banks deteriorates.

Major channels1) of transmission of external risks
External
risks

Chinese economic Trend of weak Possibilities of crisis Economic uncertainties
& financial unrest int’l oil price in vulnerable EMEs in advanced countries

World
economy

Global economic stagnation, international financial market unrest
<Lending channel>

Domestic
real
economy &
financial
market
Financial
system

<Market channel>

<Interest rate channel> <2nd round effects>

Export
contraction

Stock price ↓
Currency value ↓ Credit spread ↑

Default risk ↑

Asset price ↓

Loan interest
rates ↑

(+)

(+)

(–)

Deterioration in bank capital adequacy

Loss
contagion
among
banks
Financial
system
instability

Note: 1) (+) indicate risk increasing factors, and (-) a risk decreasing factor
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Domestic bank capital adequacy stress test results
(%, %p)
Post-shock BIS Changes compared
to end-20151)
capital ratios
Low economic growth in EMEs2)

11.2

-2.7

Continuing low oil prices

12.4

-1.5

Economic slowdowns in
euro area and Japan4)

12.3

-1.6

Combined shock5)

10.8

-3.1

3)

Notes: 1) End-2015 domestic bank BIS total capital ratio: 13.9%
2) Rates of GDP growth in EMEs including China fall 2% points below IMF
forecast figures for next two consecutive years

for time deposits and other traditional tools for
surplus fund management, and inflows of funds
to these products have thus increased greatly. The
proportion of investment in safe assets here is high,
however, and the levels of risk inherent in these
products are assessed as generally not large. Thirdly,
as investor sensitivities to return have become high,
the sizes of the markets for short-term standby funds
such as MMFs, retail RPs, transferable deposits, etc.
are expanding. But even if domestic and overseas
conditions change, owing for example to strict asset
management regulations, the possibility of their
working as factors causing market turmoil is limited.

3) International oil price (Dubai oil) remains at annual average 35 dollars/
barrel for next two years
4) Rates of GDP growth in Japan and euro area fall 2% points below IMF

Channels of financial imbalances triggered
by low interest rates

forecast figures for next two consecutive years
5) Rates of GDP growth in EMEs including China fall 1% point below IMF
dollars/barrel and rates of GDP growth in Japan and euro area fall 2%
points below IMF forecast figures for next two consecutive years
Source: The Bank of Korea

There is thus a need for close examination of
the channels of transmission of these risks and
the possibilities of their spreading domestically,
through the regular monitoring of major external
risks. Futhermore, it is necessary for financial
institutions, whose soundnesses could weaken due
to any expansion in financial market volatility or
increase in corporate credit risk, to strengthen their
risk management efforts by accumulating loan loss
provisions, increasing their equity, etc.
 The possibility is constantly being raised of a
buildup of risks in the financial market resulting
from financial market participants’ search for
yield as the low interest rates persist. To this time,
however, the likelihood of these concerns being
realized appears low.
As to the reasons for this, in the cases first of all of
the capital markets, the preference for prime bonds
is continuing in the bond market, while the levels
of stock prices are not too high relative to corporate
fundamentals in the stock market. And in the rapidly
growing ABS market the expansion is being driven
by MBSs, which have high credit grades. Secondly,
given the low interest rates financial investment
products such as investment funds, structured notes,
ABCP, etc. have been highlighted as replacements
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Low
interest
rates
Accumulation of imbalances
in financial system

forecast figures, international oil price remains at annual average 35

Strengthening of ‘Search for yield’
Strengthening of risk taking (underestimating the risk)
Capital
markets

Financial investment
Money markets
products markets

Increased
Increased fund inflow to marketable
fund inflows financial products with uncertain return
to stock &
• Investment funds
sub-prime
• MMFs
• Structured notes
bond
• Retail RPs, etc.
• ABCP, etc.
markets

Asset markets
Increased fund
inflows to
housing & real
estate
markets, etc.

Interest rates
Strengthening of risk aversion (rapid risk reappraisal)
increase /
domestic or
external shocks Surging fund outflows from risky asset markets → financial market instability

There is however a need to keep in mind the point
that signs of risk-taking behavior are appearing
related to some short- and long-term marketable
financial products, whose returns vary depending
on market conditions. For example, real estate and
overseas investment funds, whose leverage ratios are
relatively high and their uncertainties related to profit
and loss large, have been increasing, and issuances
of ELS with unsecured principal have been surging
as well. Moreover, the expansions in the MMF and
retail RP markets are factors that can cause liquidity
risks at securities companies and other financial
institutions, through difficulties in selling bonds,
declines in collateral value, etc., if any financial
market shock should spread.
With regard in addition to marketable financial
products, there are not only uncertainties related
to investor returns but the structures of linkages
between the products and financial institutions

are also complicated, so that if conditions worsen
domestically or abroad these financial products could
work as destabilizing factors. In particular, securities
companies are issuing mostly structured notes
and retail RPs while their holdings of contingent
liabilities related to ABCP have also grown large,
and there are possibilities of their management
soundness worsening due to changes in market
conditions. Close monitoring related to this is thus
called for.
Asset management structure of marketable
financial products

(trillion won)

(trillion won)

150

Structured
General
Retail RPs
notes
investment MMFs
funds2)
336.5

Financial debt1) of households owning rental housing2)
200

Funds

Amounts
(trillion won)1)

greatly. The amount of financial debt of own home
renting/own home occupying households that are
renting out their own housing (households owning
multiple housing units) increased by 29.0% between
2012 and 2015 – from 111.2 trillion to 143.4 trillion
won (13.1% of the household credit volume as of the
end of March 2015).

104.9

101.6

111.2

122.3

126.2

143.4

200

150

100

100

50

50

78.7

Proportions (%)
Deposits, etc.3)

3.7

18.3

22.8

-

Short-term financial
products4)

2.1

20.9

-

-

Treasury bonds5)

18.7

26.8

36.8

49.1

Corporate bonds6)

18.7

29.7

31.5

50.9

Stocks

28.6

-

0.7

-

Others

28.3

4.4

8.3

-

0

2012

2013

2014

2015

0

Notes: 1) Based on end-March of each year
2) Own home renting/own home occupying household basis
Sources: The Bank of Korea, Statistics Korea (Survey of Household Finance and
Living Conditions)

Notes: 1) End-March 2016 basis
2) Stock-type, bond-type, mixed-type, etc.
3) Cash, deposits, due, etc.
4) RPs, CP, call loans, etc.
5) Treasury bonds, MSBs, etc.
6) Financial bonds, corporate bonds, ABS, etc.
Sources: Estimates based on financial institutions’ business reports, Korea Financial
Investment Association data, etc.

 Compared to major countries Korea has a
high proportion of tenancies, on top of which the
shares in the housing rental market of rentals
supplied by the public and corporate sectors are
low and the role of individual households thus
relatively large. As a result of this, households’
borrowings to purchase rental housing are
operating as a structural factor behind the increase
in household debt.
In particular, as the demand for rental housing
purchases in preparation for old age increases, in line
with the continuing low interest rates and the rapid
progress of population aging, the volume of financial
debt of these rental housing owners is expanding

Supposing that the proportion of publicand
corporate-owned rentals in Korea(19.0% of all rental
housing in 2014) were 20% points higher than at
present, similar to the levels in other major countries
(the four country average for the US, UK, Germany
and Japan is 40.0%), it is estimated that the total
amount of Korean household debt would then be
about 30 to 50 trillion won below its current level.
Large proportions of these rental housing owners
appear to be from the high-income and the higher
age groups. Among the financial debts of rental
owning households overall, the share accounted for
by households in the fifth income quintile is 59.4%,
and that of those whose heads are in their 50s or
above 62.9% – shares greatly exceeding those of
households in the other income and age cohorts.
These households’ real asset holdings are in addition
substantial, and their total debt ratios (relative to
total assets) are also favorable compared to those of
other households.
However, there are many households whose
financial debt ratios (relative to their financial assets)
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45.

are high in consequence of their having borrowed
to acquire rental housing, and the amounts of their
rental security deposit debt are large as well. Their
liquidity risks related to security deposit repayment
are thus substantial, on top of which their assets
are centered around real assets (which account for
84.5% of their total assets) and so they appear more
vulnerable to shocks stemming from any real estate
price declines.

Financial debt shares of 5th income quintile and 50
years or older households owning rental housing1)
100

(%)

(%)
Total households
Households owning rental housing

75

62.9

59.4
50

45.6
45.6

50.5

25

0

100

75

50

25

5th income quintile

50 or older

0

Note: 1) Own home renting/own home occupying household basis
Source: The Bank of Korea, Statistics Korea (Survey of Household Finance and
Living Conditions)

If households’ real estate investment demand
grows further going forward, owing to their efforts
to secure rental income as the low interest rates
continue and population aging progresses rapidly,
the trend of structurally expanding household debt
due to increased borrowings by these rental housing
owners can intensify.
It is thus necessary to strengthen the monitoring
of rental housing owners’ debt trends and their
capacities to repay their borrowings. In the
medium to long term there is a need as well for
gradual improvement of the current housing rental
market structure with its dependence on individual
households, through a revitalization of public- and
corporate-owned rental housing for example.
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Payment and Settlement Trends during the First Half of 2016

Ⅰ. Overview
Ⅱ. Retail Payment and Settlement Trends
1. Funds Transfers
2. Payment Cards
3. Bills and Checks

Ⅲ. Large-value Payment and Settlement Trends
Ⅳ. Measures Taken to Improve 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 individuals and
companies use as payment instruements, and largevalue payments and settlements, which are funds
transfers mostly between financial institutions.
In the first half of 2016, payments and settlements
made via non-cash payment instruments recorded a
daily average of KRW 374 trillion, maintaining the
high growth momentum of the previous year. (first
half of 2015 +11.0% → first half of 2016 +10.6%).
The daily average of retail payments and settlements,
<Table 1>

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

2015
First
half
Retail payments&
settlements
Funds transfers1)

2016

Annual

First
half

Rate of increase/
decrease

such as funds transfers and payment cards, increased
by 3.2% to KRW 76.8 trillion, and those of largevalue payments and settlements via BOK-Wire+ rose
by 12.7% to KRW 297.1 trillion.

Ⅱ. Retail Payment and Settlement
Trends
1. Funds Transfers
In the first half of 2016, retail payments and
settlements made via funds transfers recorded a
daily average of KRW 52.7 trillion, with the rate of
increase decreasing from 15% to 7.6%, due mainly
to decline in payments made through the Electronic
Banking System. These decreases occurred primarily
due to the launch of the Linked Settlement System
that allows individuals and companies to transfer
large-value funds in excess of KRW 1 billion directly
via BOK-Wire+.
<Table 2>

Value of Settlements Made via Funds
Transfers1) (Daily Average)
(KRW trillion, on a year-on-year basis %)

2015

2016

First
half

Annual

First
half

Rate of increase/
decrease

42.1

43.9

45.6

(8.4)

(Internet
banking)2)

19.6

20.3

20.9

(6.3)

(Firm banking)2)

18.1

19.3

20.1

(10.6)

0.2

0.3

0.3

(28.3)

Electronic
Banking System

74.5

75.5

76.8

(3.2)

(Mobile
banking)2)
Giro System

1.0

1.0

1.0

(-1.4)

Cash
Management
Service System

0.4

0.4

0.4

(8.4)

48.9

50.8

52.7

(7.6)

2)

Payment cards

1.8

1.9

2.0

(12.0)

Bills and checks
Large-value
payments&
settlements

23.7

22.8

22.2

(-6.6)

263.7

272.3

297.1

(12.7)

Interbank Funds
Transfer System3)

5.4

5.5

5.6

(3.0)

338.1

347.8

374.0

(10.6)

Total

48.9

50.8

52.7

(7.6)

Total

Notes : 1) Giro System, Electronic Banking System, Interbank Funds Transfer
System, CD·CMS System, Regional Bank Shared System,
E-Commerce Shared Network
2) Credit cards (excluding cash advances), debit cards, check cards,
pre-paid cards, cash IC cards

Notes: 1) Excluding BOK-Wire+
2) Based on amounts transferred to other banks
3) Including CD System, Regional Bank Shared System, E-Commerce
		 Shared Network, and Debit Cards Shared Network
Source: Korea Financial Telecommunications & Clearings Institute
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2. Payment Cards
In the first half of 2016, payments made via
payment cards recorded a daily average of KRW
2 trillion, recording a 12.0% year-on-year (YOY)
increase.

<Figure 1>

40

Rates of Increase in the Daily Average
Use of Credit Cards and Check Cards1)

(%)

(%)

Credit cards

30
22.2

(KRW billion, on a YOY basis %)

2015
First half Annual
2)3)

Credit cards

Rate of increase/
decrease

27

30

41

(50.5)

Check cards3)5)

352

368

404

(14.9)

2013
H1

Prepaid cards6)

2.3

2.3

2.3

(-1.3)

Note: 1) On a YOY basis

7)

Cash IC cards

0.4

0.5

0.9

(99.2)

Debit cards

0.0

0.0

0.0

(-34.7)

1,816

1,883

2,034

(12.0)

Notes: 1) Based on amounts settled, excluding transfers that were cancelled
		 after being approved
2) Excluding cash advances
3) Including overseas use of credit cards

0

15.2

17.1

10.0

1,512

Total

(11.3)

10

1,462

Mobile cards4)

1,627

17.0

20

2016
First
half

40

Check cards

Payment Card Use1) (Daily Average)

<Table 3>

cards and provision of additional services, similar to
those of credit cards.

3.8

2.9

2.3

4.0

2014
H1

5.7

30

18.7

14.9

7.9

2015
H1

11.3

2016
H1

20
10
0

Sources: C
 redit card companies, banks running credit card businesses, and
securities companies

Payments made by cash IC cards maintained a
high growth rate of 99.2%, as an increased number
of merchant stores began accepting the cards due to
the low fee rate of 1.0%, while payments made by
pre-paid cards and debit cards continued to decrease.

4) Payment card information is stored on mobile devices or networks,
		 and such devices are used to make payments.
5) In 2014, securities companies were added to the list of institutions
		 required to report statistics.
6) Pre-paid cards issued by credit card companies and banks running
		 credit card businesses.
7) Starting from November, 2012, cash cards that could only be used
		 at CD/ATM machines may now be used at merchant stores with IC

As of the end of June 2016, 118.8 million check
cards were issued, representing a 4.7% YOY
increase. This exceeded the 1.9% rate of increase in
the number of credit cards issued, which stood at a
total of 94.0 million over the same period.

		 card terminals installed.
Sources: Credit card companies and banks running credit card businesses,
securities companies, and the KFTC

Total payments made using credit cards saw an
11.3% YOY increase, driven by the increased use
of credit cards at convenient stores (+39.6%), on
online shopping malls (+20.8%), to pay public
transportation fares (+10.3%), and for new car
purchases (+16.5%)1), despite deceased use at gas
stations following decline in gasoline prices2).
Check cards maintained the high growth
momentum (+14.9%) from the previous year, due to
the higher tax benefits3)over those provided by credit

<Figure 2>

140
120

Numbers of Credit Cards and Check
Cards Issued (AS of end of period)

115.3
103.4

100

108.2

80
60

(Millions of cards)

(Millions of cards)

102.0

106.2

108.9

113.4

118.8

120
100

93.7

92.3

92.3

Credit cards
2013
H1

115.4

140

2014
H1

93.1

94.0

Check cards
2015
H1

2016
H1

80
60

Sources: C
 redit card companies, banks running credit card businesses, and
securities companies

1) The sales volume of new cars rose by 10.6% in the first half of 2016, thanks to the government’s temporary reduction of individual consumption taxes, from
5.0% to 3.5%, from August 2015 to June 2016, as well as due to the effects of the launch of new models. (Source: Ministry of Trade, Industry and Energy)
2) The average gasoline price per liter declined by 8.9%, from KRW 1,514.5 in the first half of 2015 to KRW 1,379.3 in the first half of 2016 (Source: Korea
National Oil Corporation).
3) The income tax deduction rate for check cards was 30%, while credit cards saw a rate of 15%.
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The total numbers of payments made via check
cards and credit cards recorded daily averages of
16.6 million and 27.5 million, respectively, but the
rate of increase in payments by check cards was
19%, significantly higher than the 9.2% rate of
increase in payments by credit cards.
<Figure 3>
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(Millions of payments)

Credit cards

8.7

<Figure 5>

Number of Payments by Payment 		
Cards1)

(Millions of payments)

21.1

In the first half of 2016, the rate of increase in
overseas credit card payments made by residents
(denominated in Korean won) dropped from 21.7%
to 12.3% on a YOY basis, due to the weak Korean
won4).
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21.7
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17.2
14.3
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H1

20

12.3
7.9

0

2016
H1

Note: 1) Based on Korean won, on a YOY basis

Note: 1) Based on payments made by residents, including the overseas use of

Sources: Credit card companies and banks running credit card businesses

cards
Sources: Credit card companies, banks running credit card businesses, and
securities companies

3. Bills and Checks
In the first half of 2016, payments made via
credit card(for purchase of goods and services)
and check cards averaged KRW 44,917 and KRW
24,342, decreasing by 0.8% and 3.5% on a YOY
basis, respectively. The average value of payments
via credit and check card continued to decline as
consumers use payment cards more frequently at
convenient stores, supermarkets, and restaurants,
as well as for public transportation, payment cards
rather than cash.

<Figure 4>
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Value per Payment by Payment Card1)2)
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Notes: 1) Based on payments made by residents, including the overseas use of
		cards
2) Payment value by credit card is based on general (lump-sum) and
		 installment purchases made by individuals.
Sources: Credit card companies and banks running credit card businesses

In the first half of 2016, payments settled through
bills and checks recorded a daily average of KRW
22.2 trillion, representing a decrease of 6.6% YOY.
<Table 4>

Bills and Checks Cleared (Daily Average)
(KRW billions, YOY %)

2015
First
half
Cashiers’ checks
Preset value
(KRW100,000
denominatino)
(KRW1,000,000
denominatino)

2016

Annual

First
half

Rate of increase/
decrease

2,629

2,497

2,134

(-18.8)

284

267

233

(-17.8)

80

73

61

(-23.0)

202

192

171

(-15.6)

2,345

Non-preset value
Promissory notes and
others
(Promissory notes)

2,230

1,901

(-19.0)

18,659 17,975

17,720

(-5.0)

3,281

2,867

(-15.5)

(Overdraft checks)

14,250 13,470

13,571

(-4.8)

1)

3,391

(Electronic bills)

881

1,093

1,159

(31.6)

Other instruments2)

2,422

2,347

2,297

(-5.2)

23,709 22,818

22,151

(-6.6)

Total

Notes: 1) Excluding electronic bills provided as security for loans extended to
		 small- and medium-sized companies
2) Includes postal money orders, notifications of call funds settlements,
		 and receipts of securities principal and interest payments
Source: KFTC

4) In the first half of 2016, the average Korean won to U.S. dollar exchange rate (based on closing prices) was 1,181.92. Thus, the Korean won depreciated by
7.6%,dropping from 1,098.82 in the first half of 2015.
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The number of cashiers’ checks cleared, both
with preset values, such as KRW 100,000 and
KRW 1,000,000, and non-preset values, dropped
significantly, recording a decrease of 18.8% YOY,
due to the diversification of payment instruments,
prevalent use of cards, and increased use of KRW
50,000-denominated banknotes.
The volume of promissory notes and others
decreased by 5.0% YOY as financial companies
reduced the issuance of call notes following
reductions in call borrowing by financial companies.

<Table 5>

Values of BOK-Wire+ Funds Transfers
(Daily Average)
(KRW trillion, on a YOY basis %)

2015

First Rate of increase/
half
decrease

247.9

257.4

282.0

(13.8)

31.6

31.4

27.5

(-13.0)

110.2

115.6

138.2

(25.4)

17.6

18.4

20.5

(16.7)

39.7

41.5

31.2

(-21.4)

—

—

4.7

—

(Net settlement funds)

16.3

16.9

17.1

(5.1)

(Others)

32.5

33.6

42.8

(31.7)

15.8

14.8

15.1

(-4.4)

263.7

272.3

297.1

(12.7)

Transfers between
participants
(Call transaction funds)
(Securities settlement
funds)
(Foreign exchange
settlement funds)
(Customer payments)1)
(Linked settlements)

Ⅲ. Large-value Payment and
Settlement Trends
Large-value payments and settlements are
processed via BOK-Wire+ and encompass transfer
of call funds securities settlement funds and
foreign exchange funds transfers between financial
institutions, large-value funds transfers by general
customers, net settlements among participants of
retail payment systems, and funds transfers between
BOK-Wire+ participant institutions and the Bank of
Korea (BOK), including the receipt and supply of
treasury funds.
In the first half of 2016, Korean won funds
transfers processed through BOK-Wire+ recorded a
daily average of KRW 297.1 trillion and maintained
a high growth rate of 12.7%, up from 11.5%, due to
an increase in securities settlement funds, including
repurchase agreements (RP) between institutions,
despite the reductions in call transaction transfers
following regulation limiting call loans to financial
investment companies.
Call transaction funds transfers dropped by 13.0%
from the previous year, reflecting the reductions in
call transaction funds transfers made by financial
investment companies following the reform of the
short-term financial market.5)

2016

First
Annual
half

2)

Transfers between BOK
and participants3)
Total

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

<Figure 6>
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Call Transaction Funds Transferred 		
through BOK-Wire+1) (Daily Average)

(KRW trillion)

(KRW trillion)

Call repayments(left axis)
Call loans(left axis)
FIC's calll money loans and repayments(right axis)

2013
H1

2014
H1

2015
H1

24
21
18
15
12
9
6
3
0

2016
H1

Note: 1) Based on settlement operations conduoted through the BOK-Wire+
call transaction settlement system
Source: BOK

5) In line with the“Plans to Enhance the Short-term Money Market” of the government and the BOK, which was implemented in an effort to reduce the concentration of demand for the call market, one of the short-term money markets, the call money cap imposed on financial investment companies was reduced
from 25% to 5% of equity capital in a phased manner throughout 2014. Starting in March 2015, all financial investment companies, excluding primary dealers
of Treasury bonds and institutions participating in open market operations, have ultimately beenexcluded from participating in the call money market.
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Securities settlement funds transfers increased by
25.4% YOY, driven mainly by transactions related to
institutional repurchase agreements (repos), money
market instruments, and bonds.
<Figure 7>

Securities Settlement Funds Transferred
through BOK-Wire+ (Daily Average)
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Foreign exchange funds transfers 6) increased
by 16.7% YOY, driven by increase both in funds
transfers(+15.5%) via the Continuous Linked
Settlement (CLS) System and in general funds
transfers. Increase in general funds transfers is
attributable to a 16.9% surge in Korean-won/
Chinese-yuan transactions.

25

Foreign Exchange Funds Transfers
Processed via BOK-Wire+1)
(Daily Average)
(KRW trillion)

(KRW trillion)
General funds transfers
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Note:1) Funds settled via the CLS System are denominated on a net basis,
while general funds transfers are denominated on a gross basis.
Source: BOK
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The daily average value of funds transfers between
the BOK and BOK-Wire+ participants, including
government and public bonds transactions, treasury
funds transfers, and BOK loans, reached KRW 15.1
trillion, decreasing by 4.4% YOY.
<Table 6>
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CLS system
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0

<Figure 9>
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Source: BOK

<Figure 8>

Credit and debit between financial institutions
resulting from the use of non-cash payment
instruments by financial customers7) and are netting
and then settled via BOK-Wire+ at designated times
on the following business day. In the first half of
2016, the growth momentum of net settlements
slowed because of decreases in net settlement
transfers in relation to the Check Clearing System,
which caused the rate of increase to drop from 20.5%
to 5.1%.

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

2015

2016

First
Annual
half
Government and
treasurybond
transactions1)
Payments to and from
the Treasury
Loans from BOK
Total

First
half

Rate of increase/
decrease

9.0

8.4

7.5

(-16.3)

5.5

5.1

6.0

(8.2)

1.2

1.3

1.6

(25.9)

15.8

14.8

15.1

(-4.4)

Note: 1) Issuances and redemptions of government bonds, Monetary 		
Stabilization Bonds, BOK repo transactions, coupon payments, etc
Source: BOK

6) When settling foreign exchange transactions via foreign exchange banks and the CLS System, Korean won-denominated funds are processed via BOK-Wire+. The CLS
System handles the payment of the currency sold and the receipt of the currency bought simultaneously, with no time gap, by linking the computer system of the CLS
bank with those of the central banks of each country.
7) Retail payments are processed through the Check Clearing System, GIRO System, and Interbank Shared Networks, all of which are operated by the KFTC, as well as
through the individual card settlement systems of credit card companies. The Check Clearing System handles checks and bills, while the GIRO System deals with giro
transfersand the Interbank Shared Networks handle funds transfers made through the Electronic Banking System, Interbank Funds Transfer System, CD/ATM System,
and CMS (Cash Management System), among others.
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IV. Measures Taken to Improve
Payment and Settlement Systems
The BOK established and began operating, as
of March 3, 2016, the Linked Settlement System
that directly links BOK-Wire+ with the Electronic
Banking System, allowing large-value funds transfers
in excess of KRW 1 billion by companies and
individuals to be made in real time. With this system,
the BOK aims to enhance the convenience with
which customers can transfer funds and reduce the
settlement risk8) of financial institutions participating
in the Electronic Banking System.
In addition, in the first half of 2016, the BOK
conducted oversight activities over payment and
settlement systems, including the designating a
system as systemically important payment and
settlement system that are to be subject to its
oversight, establishment of measures for enhancing
the cyberresilience of Financial Market Infrastructures
(FMIs), 9) and the implementation of a joint
examination with the Financial Supervisory Service.
In June 2016, after determining that its oversight
over the institutional RP system needed to be
enhanced, in consideration of the risk factors
inherent in the system, the BOK designated the
system whose settlement values were surging, due
to the regulation of call loans extended to securities
companies, as systemically important payment and
settlement system10) As settlements of funds related to
institutional RP transactions were primarily executed
in the late afternoon via BOK-Wire+, the BOK
considered the potential risk factor of the increased
RP transactions aggravating the concentration of
settlements on BOK-Wire+ after 16:00, leading to
higher settlement risk for BOK-Wire+.

in cyber-attacks, the BOK established guideline for
enhancing the cyber resilience of domestic FMIs,
taking into account the international guidance on the
issue,11), and distributed the guideline to domestic
FMIs, financial supervisory authorities, and financial
institutions. The guideline addresses matters that
require improvement by comparing the governance
of domestic FMIs; prevention, monitoring of, and
responses to cyber-attacks; and restoration in relation
to cyber resilience with the international guidance.
Finally, the BOK conducted joint inspections of one
domestic bank and one financial investment company
in cooperation with the Financial Supervisory Service.
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.

Meanwhile, in order to enhance domestic FMIs’
capability to deal with the recent and rapid increase
8) While funds are transferred immediately to the beneficiary’s account upon application for a funds transfer by the remitter, under the Electronic Banking System,
the clearing and settlement procedures between financial institutions are completed on the following business day, on a deferred net settlement (DNS) basis.
Therefore, the beneficiary’s bank is exposed to credit risk until the settlement is completed on the following business day, which creates the possibility that the
bank may be unable to recover the funds from the remitter’s bank.
9) Financial Market Infrastructures (FMIs) refer to infrastructures that serve the functions of clearing, settlement, and information storage and include systematically important funds settlement systems, central counterparties, central security depositaries, securities settlement systems, and trade depositaries.
10) In accordance with Article 81 of the Bank of Korea Act, the BOK conducts oversight activities over payment and settlement systems and, depending on the
settlement volumes and effects of the systems subject to its oversight, divides those systems into important payment and settlement systems and others. Such
important payment and settlement systems are assessed by the BOK on a biannual basis.
11) This refers mainly to CPMI-IOSCO’s “Guidance on cyber resilience for financial market infrastructures,” published in June 2016.
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Economic Outlooks for 2016 and 2017(Summary)

In view of recent changes in global and domestic economic conditions real GDP is projected
to increase by 2.7 percent in 2016, and by 2.8 percent in 2017. During this year, the Korean
economy is expected to continue its moderate growth, driven mostly by domestic demand
thanks to the expansionary macroeconomics policies. In 2017 economic growth is projected to
be 2.8 percent, supported by a pickup in exports as world trade gradually recovers.
Headline consumer prices are expected to rise by 1.0 percent in 2016, and by 1.9 percent in
2017. This year, consumer prices has shown slow increase owing to persistent low oil prices,
but are forecast to show faster increase in the fourth quarter as the downward pressures from
the low petroleum prices fade. Inflation is expected to increase to near the inflation target in
the first half of 2017, as oil prices increase year-on-year and the domestic economy grows at a
moderate pace.
The current account balance is projected to be around 97.0 billion dollars in 2016, and around
80.0 billion dollars in 2017.

Overview of Korea Economic Outlook
(year-on-year, percent, thousand persons, billion dollars)

2015
Year
GDP

H1

2016
H2e

Year

2.6

3.0

2.5

Changes in number of persons employed

340

290

Headline consumer price inflation

0.7
105.9

Current Account

56 QUARTERLY BULLETIN / September 2016

H1

2017e
H2

Year

2.7

2.5

3.0

2.8

300

290

290

310

300

0.9

1.1

1.0

1.9

1.9

1.9

49.9

47.1

97.0

38.0

42.0

80.0

e

Monetary Policy Decision
Monetary Policy in July 14, 2016

The Monetary Policy Board of the Bank of Korea
decided today to leave the Base Rate unchanged
at 1.25% 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 improvements in the euro area, although
weak, have continued. The Chinese economy
has meanwhile maintained its moderate
growth. The Board forecasts that, while the
global economy will maintain its weak recovery
going forward, it will be affected by factors
including uncertainties related to Britain’s
exit from the European Union, changes in
the monetary policies of major countries, and
financial and economic conditions in emerging
market countries.
Looking at the Korean economy, while the
sentiments of economic agents have been
sluggish, the trend of decline in exports has
continued but domestic demand activities
including consumption appear to be improving.
On the employment front, as the number
of persons employed has increased, the
employment-to-population ratio rose and the
unemployment rate fell in June compared to
those in June of last year. The Board forecasts
that the domestic economy will sustain its trend
of modest growth going forward, owing chiefly
to expansionary macroeconomic policies, but in
view of economic conditions domestically and
abroad judges the uncertainties surrounding
the growth path to be high.

leasehold deposit prices showed low rates of
increase. Looking ahead the Board forecasts
that consumer price inflation will remain at a
low level for the time being, and then gradually
rise as the effects of the low oil prices diminish.
In the domestic financial markets, stock prices
and the Korean won-US dollar and Korean
won-Japanese yen exchange rates fluctuated
temporarily to large extents after the Brexit
decision. Long-term market interest rates have
fallen considerably, owing largely to declines
in government bond rates in major countries.
Household lending has sustained a trend of
substantial increase at a level exceeding that of
recent years, led by mortgage loans.
Looking ahead, the Board will conduct
monetary policy so as to ensure that the
recovery of economic growth continues and
consumer price inflation approaches the target
level over a medium-term horizon, while
paying attention to financial stability. In this
process it will closely monitor the trend of
increase in household debt, the effects of the
Brexit, any changes in the monetary policies of
major countries, and the progress of corporate
restructuring.

Consumer price inflation registered 0.8% in
June, the same as in May, in line mainly with
declines in agricultural product prices. Core
inflation excluding agricultural and petroleum
product prices rose slightly to 1.7%, from
1.6% in May. In the housing market, sales and
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Monetary Policy in August 11, 2016

The Monetary Policy Board of the Bank of Korea
decided today to leave the Base Rate unchanged
at 1.25% 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 Chinese economy has maintained
its moderate pace of growth. However, the
improvements in the euro area have weakened.
The Board forecasts that, while the global
economy will maintain its weak recovery going
forward, it will be affected by factors including
changes in the monetary policies of major
countries, the uncertainties related to Britain’s
exit from the European Union, and economic
conditions in emerging market countries.
Looking at the Korean economy, exports have
remained on their trend of decline but domestic
demand activities including consumption
appear to have continued their albeit moderate
improvements. The sentiments of economic
agents have meanwhile improved slightly. On
the employment front, as the number of persons
employed has increased, the employment-topopulation ratio rose and the unemployment
rate fell in July compared to those in July of
last year. The Board forecasts that the domestic
economy will sustain its trend of modest
growth going forward, owing chiefly to
expansionary macroeconomic policies, but in
view of economic conditions domestically and
abroad judges the uncertainties surrounding
the growth path to be high.
Consumer price inflation fell from 0.8% the
month before to 0.7% in July, in line mainly with
a slowdown in the rate of increase in service
fees. Core inflation excluding agricultural and
petroleum product prices also declined to 1.6%,
from 1.7% in June. In the housing market, sales
and leasehold deposit prices showed low rates
of increase. Looking ahead the Board forecasts
that consumer price inflation will remain at a
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low level for the time being, and then gradually
rise as the effects of the low oil prices diminish.
In the domestic financial markets since July,
stock prices have risen and the Korean won
has appreciated to a large extent against the
US dollar, as foreigners’ securities investment
funds have shown net inflows owing chiefly to
expectations of monetary policy easing in major
countries. The won has meanwhile appreciated
against the Japanese yen, in line with the won’s
relative strengthening. Long-term market
interest rates have shown slight fluctuations at
low levels. Household lending has sustained a
trend of substantial increase at a level exceeding
that of recent years, led by mortgage loans.
Looking ahead, the Board will conduct
monetary policy so as to ensure that the
recovery of economic growth continues and
consumer price inflation approaches the target
level over a medium-term horizon, while
paying attention to financial stability. In this
process it will closely monitor the trend of
increase in household debt, any changes in the
monetary policies of major countries, and the
progress of corporate restructuring.

Monetary Policy in September 9, 2016

The Monetary Policy Board of the Bank of Korea
decided today to leave the Base Rate unchanged
at 1.25% 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 Chinese economy has maintained
its moderate pace of growth. However, the
improvements in the euro area have remained
weak. The Board forecasts that the global
economy will maintain its recovery going
forward, albeit at a moderate pace, while being
affected by factors including changes in the
monetary policies of major countries such as
the US, the uncertainties related to Britain's
exit from the European Union, and economic
conditions in emerging market countries.
Looking at the Korean economy, exports have
increased slightly on the effects of transitory
factors, and domestic demand activities appear
to have continued their improvements while the
sentiments of economic agents have improved
somewhat. On the employment front, as the
number of persons employed has increased,
the employment-to-population ratio rose and
the unemployment rate fell in July compared
to those in July of last year. The Board forecasts
that the domestic economy will sustain its trend
of modest growth going forward, owing chiefly
to expansionary macroeconomic policies, but in
view of economic conditions domestically and
abroad judges the uncertainties surrounding
the growth path to be high.

remain at a low level for the time being, and
then gradually rise due to the disappearance
of the effect of the temporary electricity fee
reduction and the weakening influence of the
low oil prices.
In the domestic financial markets since August,
stock prices have risen as foreigners’ stock
investment funds have recorded net inflows
in line with continued risk-taking tendencies
globally. Long-term market interest rates and
the Korean won-US dollar and Korean wonJapanese yen exchange rates have fallen, after
having previously risen, affected mainly by
changes in the expectations of a policy rate hike
by the US Federal Reserve. Household lending
has sustained a trend of substantial increase
at a level exceeding that of recent years, led by
mortgage loans.
Looking ahead, the Board will conduct
monetary policy so as to ensure that the
recovery of economic growth continues and
consumer price inflation approaches the target
level over a medium-term horizon, while
paying attention to financial stability. In this
process it will closely monitor the trend of
increase in household debt, any changes in the
monetary policies of major countries, and the
progress of corporate restructuring.

Consumer price inflation fell from 0.7% the
month before to 0.4% in August, owing chiefly
to the effect of a temporary cut in electricity
fees. Core inflation excluding agricultural and
petroleum product prices also declined to 1.1%,
from 1.6% in July. In the housing market, the
upward trends of sales and leasehold deposit
prices have continued. Looking ahead the Board
forecasts that consumer price inflation will
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Organization of the Bank of Korea
(As of
of September
March 2016)
(As
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
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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

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

Monthly
Quarterly
Semiannual
Annual

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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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 ~ August 2016

April 2014
◇⃞ Estimation of Financially Neutral Potential GDP and GDP Gap
◇⃞ National Accounts in 2013
May 2014
◇⃞ Report on Construction of New BOK-DSGE Model for Economic Forecasting and Policy
Analysis
◇⃞ Flow of Funds in 2013
June 2014
◇⃞ Linkages Running Between the Business Cycle, Lending, and Movements in Housing Prices
◇⃞ Bank Credit Reception Trends in the Second Half of 2013

6 부록2 2015.12.19:42PM 페이지69

July 2014

◇⃞ Analysis of Changes in the Transmission of the Policy Rate to the Bank Lending Rates
Following Shifts in Lending Market Conditions
◇⃞ The Current World Economic Movements and Future Outlook
August 2014
◇⃞ Influence of Exchange Rate Volatility Shocks on the Korean Economy
◇⃞ Payment and Settlement Trends in the First Half of 2014
September 2014
◇⃞ Analysis of the Effects of Global Factors’ Transmission to Domestic Inflation
◇⃞ 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

64

◇⃞ Assessment of Shadow Banking Situation in Korea Through Analysis of Pro-cyclicality
◇⃞ World Economic Development and Outlook in 2013
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◇⃞ Price Trends in 2014 and Price Change Factors
◇⃞ Financial and Foreign Exchange Trends in 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

63_76 부록2 2015.12.19:42PM 페이지70

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
March 2016

Measuring Macroeconomic Uncertainty
April 2016

Analysis of Effects of Cross-regional Diffusion of Apartment Sales Prices Using Actual
Apartment Sales Price Index
May 2016

The Economic Impacts of Heightened Uncertainties
June 2016

Effects of Recent Changes in External Conditions on the Korean Economy
July 2016
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