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ABSTRACT

The covered interest rate parity condition (CIRP) has been widely used in
open macroeconomic analysis, risk management, exchange rate forecasts, and
so forth, Due to the recent global financial crises, there have been remarkable
changes in the financial markets of the emerging markets, These changes
possibly influenced the dynamics of the covered interest rate parity condition,
In this paper, we investigate whether the CIRP dynamics has changed, and
what is the nature of the regime changes. To do this, we propose and estimate
multiple—state Markov regime switching models using a Bayesian MCMC
method, Our estimation results indicate that the default risk or the deviation
from the CIRP has been decreased after the crisis. It seems to be associated
with the more active interaction between the short—term bond market and the
short—term foreign exchange market than before, The tightened relation of
these two financial markets is caused by the arbitrage transaction of foreign
investors.
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[Figure 1] Trading Volume of Foreign Exchange Products

(Billion dollar)
25

etc F/X swap m Forward W Spot

20

15 o

10

Source: Bank of Korea, Foreign Exchange Market Trends, each year,

7t 22 [Figure 1]3} o] =A 3733t

olefgt Qsklg 2 HREA QIAFAI Ol it E& oEE= 9] Bt o
g Sl SEAIAEY Hopde Wadth AAE 22d S871E dEHed
(deleveraging)o] WAYSIA}, A & FHLR ebigAFolA] DelE 3}
A ©7] Ao ETF FEbetal a4l GEst K5 el Awst
Act.

2. Y PN =2 AAA

oo oAl Uehte 28 54 ARt ] saageel=s
WA T AU L sAge] Aol 2719 9 slelEd Sl
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4 ZAARQATE A o]l whE Qs 1 LIS wet d9fde A HAoR AdEehs mi=d
785 = e 2R A (over—bought)& FHA HaL, o] AFAlsh] 18 232 s efollA
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SEERIBASEARTE /2014, v. 36, n. 2
KDI Journal of Economic Policy



of sh= o] A&HUA g QEAFAIGOlA QetigEo| B WelF A} tiH]
TdAem AErbE s Holgiths 5l ol|Rk At fjgkagHolES
ggoto] W2 FEE A3kE 2gdkal olF e Al FAsk: AEANE AAls
o] $th.6

%, [Figure 2]¢F o] Ii23)e] AE3 mi= 9 |ES 1Y) =8 Buy&Sel)ol tf
23to] 9=¢lo] QJ3E T (Sell&Buy)dtil H4 W3S AgA |7 SOt S B
Aol EAFeh= Aok, X o=l dhat A FA= ol#fgh AgAIA /-2
ol 4 3ol Sk FAIE Holil Uth(Figure 3). WHH, = FARA] A4
afje] FAF Al SRS A5 A (Buy&Sell)st7] whizol de] ZEET e A F7=
QgtageolE YIS B ASAIA kT

[Figure 2] Structure of Arbitrage Trading in Bond Market

Overseas money market

: @ Borrow
i foreign currency

® $ libor

¥

5 o]d ¥AS &3] Normal Backwardation®|ghal &=}

6 815t 5 obol Y A9olE 22U FEU7| ofF 9ael ESee Bt 2 ATAFS

Zx]0 7 o]Fo]FH(Bank of Thailand[2013]).

7S SelRA HESS oFhy 100% BRI AHOE ShE LAt Ao UY Fi wRS 24

& e, H7l 90~95% 7IEAE SHeR HHAHES 80~100%2 FAIAL QI
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[Figure 3] Bond Holdings of Foreign Investors

(Trillion won)
12.0

8.0

6.0

4.0

2.0

0.0 ; T T I I T 1 T
05.01 06.01 07.01 08.01 09.01 10.01 11.01 12.01

Source: Financial Supervisory Services, Forejgn Investors' Stock and Bond Invesiment, each year.

Sl FAI oA g AR FESAE aol TS mIAIA @71 dleell ARA
o7 Bgof Fe vk B o), o, —‘éﬁt‘é Aol QbR Aol A 4
S9A9 et wirt S7kshd ol S dXIsky] 913t 239 dESt wixrt Srfskal
e Q3L QetAgAIA oA 2 (buy&sel)T A kA o|E} sletstng
[Figure 4]2] 2005~07d 7|3k} o] 2h&3} 94@%% [o|E7} EU3 Befor 4
Qlck. ®HH, 22 F-5917] Alﬁﬁ} Hol ook A Alolle sHRaARelA 2
312 2 (buy&sell)3FAF 3l 22071 AR vhd QdEslo] tigt AE Zaz ol
3 gheo] Asotue gyt ejgtagteo|Ex wiRke s 2ol w3 Axl=e]
SRS on Frl {50 TR AYelA QEtageolEx et RHH
AR B S0 ' gheol s1Eslo] [Figure 4]9] 2009~114 7|7t} o] gha} 9]
Stago|Ex Nk s S0k itk &, etigeo]Eet o] AAA L
2 A=l 7tk EAEAE T FESAe] EejEo] gl Tkl fgkrd
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[Figure 4] Trend of Foreign Exchange Swap Rate and Spot Rate”

(%) (Won)
1,500

1,400

1,300

1,200

1,100

1,000

- 900

— Swaprate (3m, LHS]  --- Won/Dollar spot rate (RHS)
-6.0 800

05.01  06.01 07.01 08.01 09.01  10.01 11.01 12.01 13.01

Note: 1) One month moving average.
Source: Bank of Korea's Economic Statistics System.
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M. CIP 23 7| % 7]1& &% A4
ZF oF 7] viel Zro| o]A}S B (interest rate parity)2 A= =3t $9E 3|4

of5iol whet 29IR olAg W $9F ol WHPow THET) Pk FuKAl
3 seAate] gAY, BRIl R Aol AEekeT) dEekge] w1
7} opsre] Fejajel ATt AL ofujgith, et BAXe SENE Adgew
<o A Pl o eelslde ATe A, oleld A L 9
A5 Al W2 el 5 nd myo] §9F olxe BHolr,

Ft.,Hk/St = (1+it,t+k)/(1+it,t+k):>ft,t+k_5t TR T S S (D

Fyopr t719] kRE7]) 28
S, ct7]o A &%

where, i1 : t71°] k7] Ab= o] A&
ip ey o 719 kNET] 9] o] A&
Jeavn— 8 Aezev g

B o=wo] 4o NHE ARmeju|olel ojskagidlol=er YelFelxt o] Akl
T2 AR BAS WAl d FEAo] YonE R oAg FYZAS ek
A ()] SeA Wsle] Fata Gk CIP 272 Welgelatel AEmeugo]
3 2lo

Z

-

[‘:Ll

: | 9y o} thal FHOR BA Holet
= . belAe7t BERA ol obd B A
Fo) 2 AR glo] BN CIP £ WSS RAgAA0] AYEAES o
Q.

CIP 24 A9 offof tizt 7I& A= F2 CIP7F & - @7]oll A Addsh=A1et
D] A1) 2 Wgsdol CIP 2ol ojue Fes mIREAR ettt WA
CIP Ad§ offtof dieh 7]& A= ob] 2¥ de= A Xkl gt Naohiko
and Shim(2010)2 G10 57k 3o 3 55 S8l CIP 210] ol5 I7lolX=

i

A ohjel 7129 e BRNE Slsglolng Y Sevidon el 4
8 CIPE 3stsich. 74 3 - ofs20082h f41TH(200) ol Slgagielol
sho] Aol 1 BAson, of A% xjolAe fele welFel ke - sokd
sgrlol= zhe] Apoletan WAlsteck,
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Ao g AYsicta F2469.0m, Skinner(2008)% CIP Z71o] AR=o| = AH
sh ks R AlS=ollae A-shAl gkethe Ae skl WA, Flood
and Rose(2002) 5-& UIP 27 Helwrt Agateld & 420sh] Lhehdcha 49
o}, S At ARoll= - ©7lell AA CIP Extgo] & Wyt ofuz} B4t
B 71 A&EE Adem FAEHJAHEAY - A78(2008]). ol CIP 2wt &

F2 N 571 AR2olE AoF ol WhE AHlE, 2z =71 S 54 =
olsf 2GS, Dooley and Isard(1980), Otari and Tiwari(1981) 5& ELFASH x}&
O]EHQ‘ CIP 439 ¥Qlo &2 X As19. 2™, Taylor(1989), Bhar et al (2004) 52
AuIge 1 aclos Zraka Aok olf AT WIZeNE AYuss A1Ha
S e S0, o3 A ol 2 2ushn A 2 4 0
A FRT ARG B SIS 7T 19 s ek A9 CIp £40] A
gt Aol

i

ft.,t+k_3t:a+ 6(it,t+k_it,t+k)+ut 2)

SHH, SRAYPAEE SR 2PA A TR WIA] Ee R
= AAA Z(wholesale funding)ol] o]&sta Qo] F2H G54 ofAd uj$ vzt
slck o] 3t Hof| FE8F0] Naohiko and Packer(2009) 52 2007~08¥ 22 +
71 A7) 2gAde) Eete] Fa vl= 7 @] CIP S+l f-olet 93 vlA
A SR 10 ERF Talyor(1989)= EHEA0] oAl Al7lol &AEAE 232
& CIP7F Y713 o' «f oA olgd 4= lew, ZpejAH 7t S7kshHAl o gt
ojgo] HFo® HETL FASIRH o= 971 Al ARIZEAE 7F &8 @/ (herd
behavior) Y 522 AYAIY HEA(volatility)o] FA3] SHEE= Al 7]Q1%t
T}, Balke and Wohar(1998)= HEzAJo] =& AA|ALY EAS 118ste] CIP 24
ol vldg o] EAistekal ZHgstar Ain]g-o] 574 Hel WeollA Cip =4 Y=
o] T4 WekE A4Skl 1

ole} 7ro] CIP TE 7|& AP =2 CIP 279 AY o, 1°H°P7l CIp =4
o] olgr 9l o w9 57 offof| FHESHL Qlrh TPy 7|E9] CIP ¥ A=
By A, Ar9| o]g T8 SHolA TAE AL ek A AR e% =5 Al

o_\jlcz{ou\l

nnl
.

10 429 Apolle tejF4 5oz dejxdo] offYAnL, U W9 2gAPde B3
TFE7E F7htel ek CIP Etg o] Axlth(Baba et al[2008]).
11 o=} HPxAQ] vjAgA o] FE3t A4LZ & Sarno et al (2006), Huisman et al (1998) 5°] U},

T

13



114

AGoA Yeh s HEA 22 dAN(volatility clustering)o|Y AL A7}
W FEE AP (fat—tailed) w320 58S AR LeelR] g2 A o]FolA k12
FolETh FAAY 717kl Akme] Folult 2 HMebt wEEe Be FEAT «
b Azis BT B ohle AR SAE 087k A Sl aih B
CIP 24 A] 2A%e] AUS PHsHe R Agetel old BAKS Fust
HEAA X W3l 12 CIP 2749 SH& EAS BA511R} sich A A o7 o
o] X]eF MCMC(Bayesian Markov Chain Monte Carlo) AlEd¢]AS Z3) CIP ¥z &
o] okt = W3l 7RsAS AASISITE 53] 2a19F o] CIP 275 USAbEA|
A} SBpR A QAN SelA A HAe A9 ARshts oA AT

o] 7} B e Aol

==

V. S8 CIP 24 %3

L fut CIp 23 F0]

Ut} CIP 24 =W T2 Q] S8 A ZolE WYt WelaeAt
9} 94;01 A Al ARATO] FPA R ALY we] Wt wet MEshs =
JollA Belgk 4= Ql3o] 200549 19 o]% CIP Ewt& (W&
22— ejgkaF o] E) S A= o] WeFem A&EIL Qlt}, o= AREolsol et
TAZE §lar Afulgo] vjnld B9 AAANE Bl FH 22 7187 =W A
H 9 QSpRFA ol EARITh= oulot}, AlZ|HE HW, = FARAR S o EAL7}
stE] R S ARG ARl dE 2005~08W 22 FEH7] ol A7)
CIP £+t 2%p WelolA fAIE e ey 228 56917 ez U &f=el
FARARTO] =L vt 7o) tigt 27t F2EA), CIP B3-S 20090l
A FefE ]l o]% Fa=9) FAUStRR], 2AFE Y AT FA soE Wels
g2k= giEgloy, S EkaEd g sog fekageo|E vt ¥ AA Asst
HA CIP B0t 32 3| 4% BG5S

12 Chung and Park(2007) o|&gt AAILe] ulgA WA o] FatolRel gk nlAm, Lukgl
AH BS faskA] A stk AbdS 2ol up Qlh
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[Figure 5] CIP Disequilibrium of F/X Swap Market"

(bp)
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Note: 1) O/N: Overnight F/X swap rate. Week: 1 week F/X swap rate.
3M: 3 month F/X swap rate.
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ot QAR A debdar glEdl, ol CIP 88 Folof| Welge|xlect 2]3kAgty
o|E7} B AA FE AL Y& AR AXRIY, 53] @Y= Qlekageo]
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ek EZE S0 Welae]a), fekagdolE WHsAdo] B iﬂg ]—;L%w] 7]
% 37 Fgxa O‘E}-(Figure 6). ol CIP B3 4 Al
o davt ISS o= EANAE AAIES olzltt S A%t
OpFE AQ1H HEHS AAY o}i Hlo]Z|QF MCMC ¢arej&ef 7|5tate] CIP B3-S

.

r°1‘

) -1>;—L

ﬁ
E
ﬁ
““° b
L
>
oy

g

of
—_

¥



116

[Figure 6] Volatility Trend of Main Variables”
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[Figure 7] Distribution of Foreign and Domestic Interest Rate Difference’
T

Note: 1) Kernal Distribution using Epanechnkov and optimal bandwidth (Silverman [1986]).

[Figure 8] Distribution of F/X Swap Rate”
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FEukel CIP 271 W3} FroloflA A uiel o] CIP &% Al7]ol what 117
T S Hol7|Hr; thifje] e WHIlol| uhet 2 WSS AdS 7FsAde] W &
oy, SAE A=ol 2 HebE EARtele £k o5 FAIY B Aol |
o7F EASHL A ez o|So] RA 7he A Atk & HolAe ol gt =
QFste] vt CIP 2419] S HIE A4 24 FoiA Auadt dipq= WY
TeRHE A Fo A e — i ol ) olH, SR = YRLYHO|E(FX swap rate)E
Ueblich, B2 AqtollA di, &} SR, 9] A3EEl(oint dynamics)< 4] (3)1} Zo] Ly
slett,

SR, = x,,
di, =z, + uy,
T, =x,_,+v, v, ~iidN0,w),
up = prg +pyu g e gls, ~ iidN(0,07) (3)

241 9] Aolla] iz vle} o] SR, Slekagelol=e] BAH Sl T g1e)
WS wECha S, u s di, S SR, 7o) FelE eJulsith, u s oF 2t 7§
4 IR OEE Eel gAY ARTIREe] SEERNY A4S opd SlalA

S AT webd s o 7] 954 9 OB %@94 A7}2 Uepel, A
Aol weba Wslshe= Aol vk & Atolsds v ol B, ASAH e HEAEY
G4 s} oleg el Bk ol {5}, , & J-state hEE-2914 74
(Markov switching process)S WErThal 7143 ’st% o) AEuich {1, 2,.. , J19
Al shte] gk 7 ek Prls, = jls, =il = p;¢] FE2 @K oA #H j2
AP, 23 MSO)E J-state D}RIE-2913 BYS ojujahel, @ st oyt 9
249 #d = 27| ffsiA BP MS(1), MS(2), MS(3), MS(4)E B]aLglit), 14

3 geluete] olskaghage

=29 S8907] oldele SA7IHoR HgAeley 2= S8917I
2 sl g B meol 2R

AstE| k(o] ol d - o] &A[2011]).
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[Figure 9] Algorithm of Bayesian MCMC
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STEP 5 ‘ Given (S}, .y (wead,_gus po {Mamspui},_,, . oF and
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by

B oAl mY 23S dolde MOMC FAME At TAHomn
Multiple—block 72~ =2 (Gibbs sampling)®] AFE-EH, [Figure 919} o] & thAl
Al AR mPAFY AREE7E FEEY EPApo] gt APdRE(Prior) <=
(Table Dol 017 ole}, ALFRES] 24 ATl Awe] Amol 7|QIsHas ApdR
2o gt AL AshA] Al Fofakint. Et niE L gk olA E5] WSt
£ FlolE 29 A (Label switching) FAIE FE317] A oo} if j>i'9] 4]

3 oAby AIEES ool Rofsialth 2 wAel AR 2ol gelss
Kim and Nelson(1999) E+ Kang(2013)& #=s17] vlgbd, 5 wAIARR A o
ol 2ol AR AR} Matab TES AFUE 5 ek

e )

14 woll A% WBLE 1T Bae S48 2 A @] wakstA) or maol HlsA i 9 el
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(Table 1) Prior Distribution”

Density Mean S.D. Range
H, for all s, Normal 0.100 1.000 (o0, +oo)
p,, for all s, Normal 0.600 0.100 (0. 1)
ol for all s, Uniform 0.500 0.289 ©. 1)
w Uniform 0.500 0.289 0. 1)
pij for 4,5 =1,2,...J Beta 1/J 0.250 (0, 1)
Note: 1) J represents the number of regimes.

’@‘l %’(MS(@)W}Z] T 2 0}01 01 Het Bgo] CIP z7dof 7|uksto] ﬂﬂ’\%”ﬁﬂ 1=
oF yejge2ks a8 oR d5sheA] AAskt H& 9 d&5S 9 1Y vl 2
31, (Table 204 B vo o] 4] 9] A8E 7He MSE) mgo] Aol oaiA
Vg MBS AoE Ushitt, T ¢ 622 20139 6% 1085 20134 8% 302
7HA1 9] HZ 5087Fe] oY AlA(one—day—ahead forecast)= ZF]HH of|S(recursive
forecasting)& AA|EIATE = BEAHA 717ke] 2% AJAFE 2013 69 99714 9]
ARRE o838 2013 649 109 Wsghe ST tha, oAl 2 AIRRE 201349 69

109712 9] AdE ARE ARgsio] 20134 69 1199] YelFe|xjel gtagdyoles
di&3tct, ol Ao uix|utelli= 20139 8Y 29U7IX| Q] ARE AREAIA 2013
d 84 30¥9 WHeE C’ﬂ—f—ﬂ"j‘:‘r Burn—in®| A7]= 1,0000.2 dHstA o,
Burn—in ©]% 50007} M&S AR FEEOR2 ARSI d59) Hotes
Chib and Kang(2013)3} Zro] AFeof|Z7]|&(Posterior Predictive Criterion, ©]% PPC)
o Abgsteth, PPOS AFlZEE] HEah ARA 7F 0Ahe] AT AbFoEs
o] #4te] o o|FojXint, ol HF| AYPLrt warE dEeAte] A7 Fo
En) R 23o] B Qs A-SE Al SR z0] Balo] AxE HAL 7HA| 1L
Stk wjebd o &S PPOE b wao] Mk SR maoletn & 4 glrkis
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[Table 2] PPC: Posterior Predictive Criterion”

Model SR, di,

MS(1) 0.546 0.138
MS(2) 0.355 0.137
MS(3) 0.279 0.137
MS(4) 0.295 0.137
RW1) 0.734 0.364

Note: 1) Random work.

X

SO =2 CIP 5439 sH% EAE 43 Z3E (Table 3) ¥ [Figure 10]o] &
Sttt (Table 3)ollA= Abmol oJsf 7Hd Aok 2] Aol thel AR
>4 ATE YERYQITE Regime 12 CIP @ 2] Hato] 74 Wil WEAE ¢Hg3
1= AEE eI, Regime 2= CIP 4% AX 9 WHEAJo] Regime 1
XS HolFn, Regime 32 CIP Ew3o] 7P A1 erg&o)x] F
olm|gtt), [Figure 1012 8t 717+e] 2+ Alfe] olzfet B4 7=
Regime 1, 2 T 39 & ARPZES AAIGQE F&HSH Zolct [Figure 10]o1A4 45
MCMC AlEd|0)Ae] Z7](effective MCMC size)7} 1,500 oJAto|B & A9 AFSE L
7t 88407 FHE AoRE TotEch 16

(Table 3)3} [Figure 10]9] 54 Aih= ofefe} o] =A Al 7Hx|2 QoFd 4= QL
oh A, EEa Ee ARad(w)9 #Ad W B2aE By, /(1-p,)3 HE
A(o?)o] HER Aosict, wbA] Hal HEA BE7E 7 WEkE oplshe B4
A qog Agsgict. B4, HEdol 255 g Wl nlxdR Hato] AR= &
ol HAFETE, o= A R agle] WEAdo] AdGE AHAN(u,)Y % Al
EoM7] HEeR Helnh vx|tez 71t $a3%t Ayl [Figure 101914 Yeht=
‘ﬂ}% ol T fEvhet e elA CIP S 32 HAIR L Hrol Hisido] nF

<& Regime 19] et Aoz Yelgth= Aot 2yt CIP £+t o857
°1%ioﬂt T2 Regime 2 E= 19] Aol Ao, ==2¥ 569171 7IXt & Regime
3 A= A=t 2tolli= tHAl Regime 1 B2 2] SFQIT L7

15 PPC Aktabge] digt By A7 Q1 AAJ$E =2i= Chib and Kang(2013)& #x317| vigich,
16 -5 MCMC®| Z7]i= MCMC AlEdolAde] F7|(2 A9 ¢ 500008 AX)E vlagi A
W gholot,
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[Table 3] Posterior Distribution of Model Parameters

(a) Regime 1 (s, =1)

Mean 2.5% 97.5% ineff.18
I, 0.052 0.036 0.070 1.292
Py, 0.899 0.870 0.926 1.244
ol 0.025 0.023 0.027 2.204
(b) Regime 2 (s, =2)
Mean 2.5% 97.5% ineff,
1, 0.182 0.078 0.298 1.787
Py, 0.908 0.869 0.944 1.656
ol 0.171 0.143 0.209 2,062
(c) Regime 3 (s, =3)
Mean 2.5% 97.5% ineff.
I, 1.834 0.760 3.050 1.851
Py, 0.804 0.641 0.947 1.598
ol 3.838 2.741 5.375 0.922

(d) w and Transition Probability

Mean 2.5% 97.5% ineff.
w 0.016 0.015 0.017 0.813
P 0.988 0.979 0.995 3.379
P12 0.010 0.004 0.019 3.582
Poy 0.037 0.016 0.069 3.217
Pa 0.942 0.907 0.969 2.429
D31 0.025 0.001 0.082 1.709

17 O/N LAY O|EE o] 83t 4 AWE dFU ARE o83 4 ZAue} o] T CIP E+43
o] e3lE HEAE Robxl AoR Ueitt

18 ineff. = B|®-E&A A (inefficiency factor)S YEFH, BG4 A4>(Chib and Kang[2013] &)=
MCMCE] 4% oRE wdsy] $J8t A 2= ARR-HC)
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[Figure 10] Posterior Probability of Regimes

(a) Posterior Probabillity of Regime 1
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5. 54 21 o)y

74 AdfolA yehd wie go] 2T Ut CIP extd2 1 H=rF 34 43t
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gj/dol R

o[-ﬂjﬂ

440] Regime 12 o|slgicks A& A4 ulx| o) wish Zwlo]y 2gs) wa
A Bk, ok 171(eHg) Aol AiBeu o] BfEa)Elo] olatg BYxle B

go] Shh(Fa)Hrks =l (QARIR0IS)E B FAOR WANE Holch $41
229 g ANyt ANY 939 S FAvt Sk we g s
BT U5 8 s RES A Ao Aok B2 ol ABER Op ¥
o all 7he) lpbdlel that o] FEE vk ATATE oby glouhy e
FE97] olF 22 GEAH0] F/IA F191E B 1Fel APo] ghEw I
T TG AFHORY AFEARF] FrlATtE B U el o
3, B "ML A2 CIP BaY 98k 9] 45 2 9st AFAF AAN
o] FAHOE ofgA T o] Qx| wfshurst Gk, olefat kot FaF ol

FT A=l HAFATE ST e Y, dFolle AU Sl fEAE AAlsH
© AF(CIP 2utF &2tar])), FIAE s L expeld} gefeos F 5}
© A= (CIP 24l Y= vAA g 82 ol EAE] 7] HiZel =<l A
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A ot 9 Qlst AFAe] A HEkE oA el duET, o 2X]H
4 dRbF ez Al Z]Hke] njefely] o] FAPRelA F2 dskE 2E(E
w)gteh, 22y ol2dt Al oA dHle 22E a8 olF sl
29 Fede R AR AL ok <A sl Rl g SRkl vlE-
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ofr

mu e > 2 1o
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19 "l - BF22(2009), Y59 - A (2009)S 20099 7R Q] ARE o] gdle] AZEAT A}
=l APEA o= Eetal AR A 7} SiAEA] eorthal A% v Qlck E}U = 7]
7t o]% 9=}l AQUFEATF HAF o2 S E It HollA] o]59 A7 A= o] o=l Ad
B2} A5 vhgste] ohA] Az Fart o)

20 3734 - 1A (2012)2 F2H FEH7] o)F Axe) g So8 XEFYL B4 5 ASHoeR
o] AEGRlo] {5 715t Aoz A AAR o] AL el HUEA FHL 2009
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[Table 4] Funding Cost Comparison of Foreign Branches

(Unit: %, %p)
2006 2007 2008 2010 2011 2012
D”(Er_e:)ce -0.21 062 | -163 | -031 029 | 032
. )
Cost of dom(if“c funding 425 184 483 218 3.10 327
Cost of funding from
overseas 4.04 4,22 3.20 1.88 2.82 2.95
(B=atb)
. 2)
[Polar f“?ad)'”g rate] 492 5.16 232 0.23 0.16 0.15
[F/x SV(”ba)p rate] ~0.88 ~0.94 0.88 1.64 2.66 2.80

Note: 1) Call money rate. 2) Overnight libor, monthly average.
Source: Bank of Korea's Economic Statistics System; Bloomberg.

sfe] gelxdae(Libor)2t BEE HStR nsle Bl Qe o|E] ol
et

(Table 4)= 2006 ©]% 2} 2A]3 2] Yol g5 sfeiakdyt AR A<
Sto YERHAL Sl 3EollA & = S50l 92Ad e detrds A% OHQX}?JM
< FUARIEIES ASA LR shelahal Qv FHE H2 oFolA FojRle
geizdae7t /7] ol 7IRtele SUiRRIeEEY 2 aEe RISk AT 9
7] o]F E2H f57do] SiEuA vl @2 eEoR WEERtE Holrt o9
et 22 2359 etxg odo] A M=, SRS 2R E 9
Shrede S7] oldET B A 22T = A EHIUTh ofRt st <l
A2 URFIEEE T s ejapinlgo] W ARke EE} 520 &gsHA drt
Az 22E g597] oldele A A Ad(@EH U)ol 10=290l| oL
SR SRR AR FA] ke, olfolle SRS HAF Saskal #2A1 )
e ET ot o] A2 SR e & 5 Ath(Figure 11). 2IF LR =
o] Apdul-gate] wE det B 9|k ApgAlge] Aol gobd ool 7] ok
T EARIRA LY 2Rl oF A= E8olA] ol Wi, 229 F8917] °olF
e FAEEAE A MR dofitg 22 FAR2A Qe aAdE A= 285
A A 2] Aol e ARHAL & o & Aolrh

l=J
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[Figure 11] Borrowings from Call Market and Headquarters of Foreign Branches

(Billion dollar] (Trillion Won)
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Source: Bank of Korea's Economic Statistics System; Bank of Korea, Financial Stabilty
Report each vyear.
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3ol §171 ol% §17] olde] vjg) Z=HE {54 o] HolE FE 5 e o]
2L, QBtrgs T @] dEAY-EB 2E&Fol ARE Aol &, ==Y
871 ool Ast 9 st AFA 2 AATFRTE sk shejeks HUe
ol 2efd AATEE AR 8 AFolu felo] BEsigit). vhd, I=d
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2 §ea)o) nEAR So HEw AFA elselRe Lo S A4, els WA 5 So=
2z 27 Sl

2RSS AT /2014, v. 36, n. 2
KDI Journal of Economic Policy



[Figure 12] Spread on Foreign Currency Borrowings of Domestic Bank"

(bp)
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Note: 1) Short term borrowings basis.
Source: Bank of Korea, Financial Stabilty Repori each year.

[Figure 13] Foreign Currency Deposits of Resident

(Billion dollar)
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Source: Bank of Korea, Foreign Currency Deposits of Resident each year,
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e 917] oFol= 5ol SHAAHA SEjaE B85t Yk =
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g 2ol 2% [Figure 15]914 Ul ©7] QapalaAlde] e whr] 411
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[Figure 14] Call Rate and Policy Rate
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Source: Bank of Korea's Economic Statistics System.
[Figure 15] Trend of F/X Swap Rate”
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Note: 1) Monthly average.
Source: Korea Money Brokerage Corp.
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[Figure 16] Linkage of Domestic Money Market and F/X Swap Market
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