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Message from the Governor

Despite its relatively short institutional history, the Financial
Supervisory Service has been successfully carrying out its primary
function of maintaining the safety and soundness of financial
institutions since it was established as Korea’s first-ever integrated
supervisory authority in January 1999.
As you would expect from an integrated supervisory authority, the
Financial Supervisory Service supervises a wide range of
financial service providers from the smallest investment advisory
companies to the largest commercial banks. In addition to our
safety and soundness supervision, we work to advocate and
protect consumers in their financial transactions and activities with
financial service providers. Indeed, we see consumer protection as
the proper yardstick for the level of advancement of our financial
supervision, so we vigorously pursue success in our consumer
protection endeavors.
To ensure we continue to meet the evolving needs of financial
service providers we supervise and stay responsive to market
demands and expectations, we are taking a fresh look at the way
we perform our safety and soundness examination and protect
consumers. We are doing this in conjunction with and in support of
concerted efforts now under way to restore vitality in the financial
services industry.
One important principle in our reform and revitalization drive is
that neither regulation nor supervision should hold back financial
services firms from unleashing their innovative and creative
potentials. To this end, we are working to reframe and recalibrate
our supervision to help instill a new culture of dynamism in the
financial industry as well.
This brochure is intended to introduce the Financial Supervisory
Service and its supervisory functions in English to those who want
to learn more. So we hope you find it an instructive and useful
reference on Korea’s financial supervision.

Zhin Woong-Seob
Governor

3

About the Financial Supervisory Service

The Financial Supervisory Service is Korea’s integrated financial
supervisory authority responsible for the safety and soundness of banks,
insurance companies, financial investment services companies, and
others referred to as nonbank financial firms.
The FSS performs its supervision responsibilities primarily by conducting
safety and soundness inspection and examination of financial services
firms. In addition, the FSS investigates unlawful capital market activities
and enforces securities laws and regulations. In respect of consumer
protection, the FSS works to deter deceptive and abusive business
practices of financial services firms, mediates complaints that
consumers file against financial services firms, and provides consumer
financial literacy and educational programs.

INTEGRATED FINANCIAL SUPERVISION
The FSS was established on January 2, 1999, as Korea’s firstever integrated supervisory authority under article 24 of the Act on
the Establishment of the Financial Supervisory Organizations (the
“Establishment Act”) that the National Assembly passed on December
29, 1997.
The Establishment Act created the FSS as a specially legislated quasigovernment supervisory authority not staffed by government civil
servants and charged it with the mandate to ensure sound credit order
and fair financial transaction practices and protect depositors, investors,
and consumers.
The creation of the FSS was preceded by the creation on April 1, 1998,
of the Financial Supervisory Commission, the integrated government
regulatory authority staffed by career civil servants. The Financial
Supervisory Commission became the Financial Services Commission
(FSC) on February 29, 2008, after consolidating the Financial Policy
Bureau under then-the Ministry of Finance and Economy under the
newly amended Establishment Act.
Under the two-tier system created by the Establishment Act, the FSC
assumes the primary responsibility for rulemaking and licensing and the
FSS safety and soundness examination, investigation and enforcement,
consumer protection, and other supervision activities as directed or
charged by the FSC.

REFORM OF FINANCIAL SUPERVISION FRAMEWORKS
Prior to the creation of the FSC and the FSS as integrated regulatory
and supervisory authorities, Korea’s financial regulation and supervision
were divided or shared among separate sector-specific supervisory
authorities with the finance ministry exercising overarching oversight
powers.
Although the urgency of the need for more effective regulatory and
supervisory frameworks was made apparent by the institutional
shortcomings and failures that came to light during the 1997 Asian
financial crisis, there was a broad recognition even before the crisis
of the need for reform to effectively deal with newly emerging market
developments and trends. They ranged from the acceleration of the
convergence of financial services to the blurring of the traditional
boundaries between banking and nonbanking. The confluence of
financial market liberalization, deregulation, and globalization that were
gathering momentum across countries also reinforced the urgency of
major structural reform of the regulatory and supervisory regimes.
Accordingly, the government set up a presidential committee in January
1997 to assess the feasibility of establishing unified financial regulation
and supervision authorities. The committee produced a set of proposals
that culminated in the integration of banking, insurance, securities, and
nonbanking regulation and supervision with the creation of the Financial
Supervisory Commission as the government regulatory authority in April
1998 and the creation of the FSS as the integrated supervisory authority
in January 1999.
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What We Do

The FSS supervises banks, insurance firms, securities firms, and
nonbank financial services firms in order to ensure they satisfy
and adhere to certain safety and soundness guidelines, standards,
requirements, and safeguards.
The oversight powers granted to the FSS under the Establishment
Act or delegated or empowered by the FSC in accordance with the
Establishment Act include examination of financial institutions, capital
market supervision, accounting and audit supervision, consumer
protection, and cross-border cooperation with foreign supervisory
authorities.

EXAMINATION OF FINANCIAL INSTITUTIONS
Examination is central to the supervision endeavors and objectives of
the FSS. Because of the critical importance of effective examination
in ensuring the safety and soundness of individual financial firms, a
prerequisite for the stability of the financial system, the FSS routinely
carries out both general (full-scope) and partial (targeted) examinations
to evaluate financial firms’ business activities, risk management, financial
health, internal controls, and management competence. The FSS also
conducts off-site surveillance of financial services firms on an ongoing
basis to help ensure safety and soundness and monitor compliance.
The examination cycle for most financial services firms is determined
by their risk exposure, scale of business, and complexity. Full-scope
examinations are generally planned in advance in order to ensure a
full and complete evaluation of a financial services firm’s business
conditions and financial health. Supervisory ratings, such as CAMEL-R
for banking organizations, are usually reserved for the full-scope
examination of the subject financial services firm’s main office. Targeted
examinations are also normally planned ahead but may take place on an
ad hoc basis when deemed necessary for the purposes of consumer
protection, risk prevention or mitigation, and safety and soundness.
Upon the completion of an examination, the examiners’ findings are
communicated to the financial services firm’s senior management and
the board of directors with recommendations for changes and actions
needed to address areas of weakness that do not raise any significant
supervisory concerns. Robust enforcement actions including referral
to the prosecution authority for possible criminal penalties, revocation
of business license, and monetary fines may ensue for more serious
violations.

CAPITAL MARKET SUPERVISION
Capital market supervision performed by the FSS comprises three
distinct areas: corporate disclosure supervision, secondary securities
market supervision, and investigation of unfair securities trading.

Corporate Disclosure Supervision
The FSS performs corporate disclosure supervision in order to ensure
that companies that are required by law to disclose certain types of
operating and financial information to the FSS and to the public comply
with the applicable disclosure rules and regulations. In general, FSS
corporate disclosure supervision covers: (1) disclosure for primary
securities offering; (2) disclosure for secondary securities offering, and
(3) equity ownership disclosure.
Primary Securities Offering: One key objective of corporate disclosure
supervision is to make sure primary securities issuers comply with
all the applicable disclosure requirements and provide appropriate
information to the investing public. Primary securities issuers must file
disclosure reports with the FSS when making a public securities offering.
Disclosure filings for a securities offering include the prospectus,
registration statement (generally for any offering in excess of KRW1
billion), and shelf registration.
Disclosures pertaining to investor solicitation, filing exemptions, and
other material information specifically intended to inform and protect
investors are also required.
Secondary Securities Offering: Disclosure for the buying and selling of
securities that take place in the secondary markets after the securities
were offered in the primary markets is typically filed by publicly
traded companies. Companies that are subject to disclosure rules for
secondary securities trading must file the periodic business report
(quarterly, semiannual, and annual). When applicable, they must also
file other types of disclosures known as material information disclosure,
timely disclosure, fair disclosure, and confirmation disclosure.
Equity Ownership Disclosure: Equity ownership disclosure rules broadly
cover large equity ownership in publicly traded companies, insiders’
equity ownership, tender offers, short-swing profit, and proxy voting.
Under the large equity ownership disclosure regime better known as the
“five percent rule,” a person acquiring a class of equity securities of a
listed company must file a report with the FSC/FSS and Korea Exchange
within five days after the acquisition. The insider equity ownership
disclosure rules also require a person who becomes a corporate
insider—a director or an officer or a major shareholder of a publicly
traded company—for the first time to file a disclosure on any legal and
beneficial equity ownership in the company within five days.
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A key component of the FSS disclosure regime is DART—data analysis,
retrieval, and transfer—the electronic disclosure filing system that the
FSS administers to enable companies to file disclosures electronically
round the clock and make them instantly available online to anyone
with an Internet connection. Since its initial launch in 1999, DART has
significantly simplified the disclosure filing process while reducing the
cost of compliance and contributing to enhanced transparency of
corporate disclosure. In 2001, disclosure filing became fully electronic.
DART also integrated the extensible business reporting language (XBRL)
in 2007 and IFRS-based XBRL in 2010.

Secondary Securities Market Supervision
The FSS monitors and supervises activities taking place in the
secondary securities markets to ensure fair and orderly conduct and
protect investors. Thus, buying and selling of debt and equity securities
(including short-selling) that take place in the KRX and OTC markets fall
under FSS supervision.

Investigation of Unfair Securities Trading
The FSS investigates violations of securities laws and regulations and
takes enforcement actions in the form of administrative penalty or
referral to the prosecution authority for criminal penalty. The FSS shares
the investigation function with the KRX, the self-regulatory organization
for the securities industry, and the government prosecution authority.
Under the three-tier system, the KRX monitors securities buying and
selling and refers suspicious activities to the FSS. When the findings of
an investigation warrant criminal penalty, the FSS refers the matter to
the government prosecution authority through the Securities and Futures
Commission under the FSC. The FSS also initiates an investigation on its
own from its own information and outside tips.

ACCOUNTING AND AUDIT SUPERVISION
The FSS performs accounting and audit supervision under the oversight
authority delegated by the FSC, which is charged with setting financial
accounting standards and the oversight of the accounting profession
under the Act on External Audit of Stock Companies. Article 13-4 of
the same act also delegates the development of financial accounting
standards to the Korea Accounting Standards Board, a private standardsetting body. Following the introduction of the International Financial
Reporting Standards (IFRS) in 2011, publicly traded companies file
IFRS-compliant financial statements.
Under the authority delegated from the Securities and Futures
Commission and as provided under the Act on External Audit of Stock
Companies, the FSS inspects audits performed by accounting firms in
order to ensure external auditors provide independent and accurate
audit services. Adverse inspection findings may lead to administrative
or criminal penalties depending on the nature and the severity of the
findings.

CONSUMER PROTECTION
The FSS carries out consumer protection supervision to safeguard
consumers from malpractices of financial services firms and preserve
a level playing field between financial services firms and consumers
in the buying and selling of financial products and services in the
marketplace.
In an effort to bring about significantly enhanced consumer protection,
the FSS created Financial Consumer Protection Bureau (FCPB) as
a special division within the FSS in May 2012 and charged it with
consumer protection and education. In November the same year, the
FSS set up Financial Consumer Protection Committee (FCPC) under the
FCPB to deliberate and decide on major consumer protection issues
and ensure effective coordination with the examination and supervision
departments for consumer protection matters.
To successfully carry out its consumer protection mandate, the FSS
administers consumer complaint resolution service and conducts wideranging consumer education programs. Consumers can file complaints
with the FSS against financial services firms through the consumer
complaint resolution service and seek mediation for resolution. After
the fact-finding and case review is completed, the parties involved in
the complaint are encouraged to come to a resolution without litigation
through the court. Cases not satisfactorily resolved are referred to the
FCPC for final mediation by the FSS.
The FSS also actively provides wide-ranging consumer financial
education programs and public services to help consumers better
manage their finances and make informed decisions when buying
financial products and services. The education programs are tailored
to various age, income, and other socioeconomic factors in order to
ensure the full inclusion of all consumer groups. One group of particular
interest to the FSS in respect of consumer protection is low-income
households, which typically encounter difficulty when gaining access
to credit from mainstream lending institutions. The FSS also conducts
consumer financial education in collaboration with municipal government
authorities, educational institutions, the financial services industry, and
civic groups to deliver individualized high-quality educational services.
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CROSS-BORDER SUPERVISORY COOPERATION AND
INTERNATIONAL REGULATORY ORGANIZATIONS
The FSS actively engages in cross-border cooperation with foreign
regulatory and supervisory authorities to facilitate information exchange
and other cooperative endeavors. For cross-border endeavors such as
supervision of global-systemically important financial institutions (G-SIFIs),
the FSS actively participates in supervisory college meetings hosted
by foreign supervisory authorities and organizes its own supervisory
college meetings for domestic banks. In addition, the FSS regularly
takes part in global rule-setting discussions and activities of the Basel
Committee on Banking Supervision, the International Organization of
Securities Commissions, and the International Association of Insurance
Supervisors.

ORGANIZATION

The FSS is headed by the governor, the top executive. Under the
Establishment Act, up to four senior deputy governors and nine deputy
governors may be appointed under the governor. The governor is
appointed by the president with the recommendation of the chairman
of the Financial Services Commission. The governor, the senior deputy
governors, and the deputy governors each serve a renewable three-year
term. At the end of 2014, three senior deputy governors, seven deputy
governors, and two deputy governor-level officers—the chief accountant
and the head of the Financial Consumer Protection Bureau—were
serving under the governor.
The supervision, enforcement, and consumer protection functions of
the FSS are carried out through 40 supervision departments and 17
offices. In addition to its headquarters in Seoul, the FSS maintains 9
regional offices and 8 overseas offices. It had slightly more than 1,850
employees at the end of 2014.

MANAGEMENT
Zhin Woong-Seob
Governor
Mr. Zhin Woong-Seob took office as the 10th Governor of the Financial
Supervisory Service on November 19, 2014. He joined the FSS
after a tenure at the Korea Finance Corporation, the governmentaffiliated financing institution, which he led as its President and CEO
from February 28, 2014. Prior to his leadership at the Korea Finance
Corporation, he headed the Korea Financial Intelligence Unit (KoFIU) as
its Commissioner from December 2012 to February 2014.
Governor Zhin comes to the FSS with a long and distinguished career
in public service at the finance ministry and at the Financial Services
Commission that include a stint as the Senior Assistant to the President
for Economic Policy at the Office of the President. He started his public
service career at the finance ministry in 1988. After taking on several
positions at the finance ministry that included Senior Secretary to the
Minister, he transferred in 2004 to the Financial Services Commission,
where he successfully carried out major regulatory policy responsibilities
including capital market regulation and public fund oversight.
Governor Zhin earned his undergraduate degree in law from the College
of Law, Konkuk University, in February 1983. He also studied public
administration at the Seoul National University and received M.A. in
economics from the State University of New York at Buffalo in May 1995.
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Kim Ieltae
Chief Executive Auditor
Chief Executive Auditor Kim is responsible for internal audit. He joined
the FSS in August 2014 from the Board of Audit and Inspection of
Korea, where he served as the Deputy Secretary General for Inspection
of Public Service and Director General of the Social and Welfare Audit
Bureau. He also served as the Director General for Audit and Inspection
of the Korean National Police Agency.

Seo Tae-jong
First Senior Deputy Governor
Organization Management, Coordination and Planning, Insurance
As the second most senior executive officer after the Governor, First
Senior Deputy Governor Seo is responsible for operational planning and
management, examination and supervision coordination and oversight,
and insurance examination and supervision. He joined the FSS on
December 31, 2014, from the Financial Services Commission, where
he served as the Standing Commissioner of the Securities and Futures
Commission within the FSC.

Park Saechun
Senior Deputy Governor
Banking and Nonbanking Examination and Supervision
Senior Deputy Governor Park oversees examination and supervision
of banking and nonbanking institutions. He assumed his new post on
December 31, 2014, with extensive experience in banking supervision
from the Bank of Korea and the FSS since its establishment in 1999.
Prior to his appointment, he was Deputy Governor in charge of bank
and nonbank examination.

Lee Dongyeop
Senior Deputy Governor
Capital Markets
Senior Deputy Governor Lee is responsible for financial investment
services, disclosure and capital market oversight, and accounting
supervision. He took office on December 31, 2014, together with
First Senior Deputy Governor Seo and Senior Deputy Governor Park.
His supervision expertise includes asset management, securities
supervision, and disclosure supervision and enforcement.

Kim Sooil
Deputy Governor
Operational Planning and
Management

Kim Yeong-gi
Deputy Governor
Examination and Supervision
Coordination and Oversight

Kwon Sunchan
Deputy Governor
Insurance

Yang Hyunkeun
Deputy Governor
Bank and Nonbank Supervision

Lee Sangkoo
Deputy Governor
Bank and Nonbank Examination

Lee Euntae
Deputy Governor
Financial Investment Services

Cho Dooyoung
Deputy Governor
Disclosure and Investigation

Park Heechoon
Chief Accountant
Accounting Supervision

Oh Soonmyoung
Chief of Financial Consumer
Protection Bureau
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RELATIONSHIP TO OTHER OVERSIGHT AUTHORITIES

The FSS coordinates its examination and supervision activities with
the Financial Services Commission, the Bank of Korea, and the Korea
Deposit Insurance Corporation in order to ensure timely and effective
examination and supervision. The FSS also routinely shares supervisory
information with other oversight authorities on a regular basis.

FINANCIAL SERVICES COMMISSION
As the government regulatory authority, the FSC is vested with broad
powers under the Establishment Act to set the government’s financial
market policies, propose changes to financial legislation for passage
by the National Assembly, make rules, grant regulatory licenses, and
decide on major enforcement actions. Under the two-tier system created
by the Establishment Act, the FSS is subordinate to the FSC and subject
to FSC oversight in respect of its inspection, examination, investigation,
and enforcement activities.
The FSC is led by nine commissioners including the chairman and the
vice chairman. The chairman is appointed by the president. The vice
chairman, also appointed by the president with the recommendation of
the chairman, concurrently holds the position of the chairman of the
Securities and Futures Commission within the FSC.
The Securities and Futures Commission is a body integrated within the
FSC. It is charged with securities market oversight, including investigating
securities market abuses such as insider trading and setting accounting
and audit standards. Most of the SFC’s oversight functions are shared
with or delegated to the FSS. The SFC also conducts a preliminary
review of regulatory and supervisory matters concerning securities
markets to be deliberated by the FSC commissioners.

BANK OF KOREA
The Bank of Korea, established in June 1950 under the Bank of Korea
Act, is Korea’s central bank. The Monetary Policy Committee, the highest
decision-making body within the central bank, sets monetary policies in
pursuit of price stability. Because of the Bank of Korea’s long-standing
interest in preserving a safe and sound banking system, the FSS
maintains close institutional relations and cooperative arrangements with
the Bank of Korea.
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In respect of banking supervision, the Bank of Korea may, when
deemed necessary, request the FSS to conduct an examination of
a specific financial institution or to conduct a joint examination with
the participation of specialists from the Bank of Korea. The Bank of
Korea may also request the FSS to share the findings of examination
conducted at the request of the Bank of Korea and to take appropriate
supervision actions. The information-sharing MOU that the FSS has
signed with the Bank of Korea provides for, in principle, unrestricted
information exchange for financial supervision and banking safety and
soundness purposes unless specifically prohibited under the law for
privacy and other applicable grounds.

KOREA DEPOSIT INSURANCE CORPORATION
The Korea Deposit Insurance Corporation was established on June
1, 1996, following the enactment of the Depositor Protection Act on
December 29, 1995, to protect depositors and help maintain the stability
of the banking system. When deemed necessary for its depositor
protection mandate as provided under the Depositor Protection Act, the
KDIC may request the FSS to carry out an examination of an insured
institution or to provide for the participation of its specialists in the
examination. The FSS and the KDIC have signed an MOU to facilitate
active and ongoing information exchange.

FSS-SUPERVISED FINANCIAL INSTITUTIONS

Banks

Commercial
banks

2014

2013

National banks

7

7

Regional banks

6

6

5

5

Foreign bank branches

Specialized banks

39

40

Mutual savings banks

80

93

Credit card companies

Nonbanks

8

8

Leasing companies

28

27

Installment finance companies

19

19

New technology venture capital
companies

18

14

920

942

1,384

1,387

25

25

16

16

Reinsurance

9

9

Guaranty insurance

1

1

Monoline insurance

5

5

Securities companies

58

62

Asset management companies

86

84

Investment advisory companies

158

151

Merchant banks

1

1

Futures companies

7

7

10

13

Credit-specialized
finance
companies
Credit unions

Agricultural, fishery, and forestry credit
cooperatives
Life insurance companies
Insurance
companies

Financial
investment
services
companies

General nonlife
Nonlife insurance
companies

Financial holding companies
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KOREA’S FINANCIAL INDUSTRY AT A GLANCE

Korea, one of the world’s most developed and productive economies,
is also home to some of the worlds’ most open, most active, and most
liquid financial markets. As a result, many globally active financial
services firms and investors choose to trade and invest in Korea’s
financial markets.

Financial Sector Asset Growth 2004-2014
(In trillions of won)
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Korea’s financial industry has been growing at a robust pace over
the years. Between 2004 and 2014, the financial sector’s aggregate
assets more than doubled from KRW1,562 trillion to KRW3,756 trillion
or USD3,417 billion at the end-2014 exchange rate of KRW1,099 for
USD1. During the same period, banking sector assets nearly doubled
as well from KRW1,142 trillion to KRW2,288 trillion, while the assets in
the financial investment service sector grew nearly six-fold from KRW55
trillion to KRW322 trillion, and insurance sector assets more than tripled
from KRW253 trillion to KRW862 trillion.

Breakdown of Financial Sector Assets 2014
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(61%)

Mutual
Savings Banks
KRW37.9T
(1%)

BANKING
The 13 commercial banks held KRW1,482 trillion in assets at the end
of 2014. The figures for the 5 specialized banks and 39 foreign bank
branches were KRW806 trillion and KRW193 trillion, respectively. At
the year’s end, the commercial banks were operating a total of 5,487
branches and employing 98,428 persons.

Breakdown of Bank Assets 2010-2014
(In trillions of won)
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The aggregate loan balance at the end of 2014 was KRW1,557.9. Of
this total, KRW24 trillion or 1.5 percent was classified as substandard or
lower, signaling the continued soundness of bank assets in Korea. For
the commercial banks, the ratio was 1.39 percent.
The commercial banks’ aggregate capital ratio under Basel III at the
end of 2014 was 14.88 percent; the tier-1 ratio and the common equity
tier 1 (CET1) ratio were 12.05 percent and 11.45 percent at the year’s
end. The 14.88 percent compares with 15.29 percent at the end of third
quarter 2014 and 15.24 percent at the end of 2013, suggesting strong
bank capital following the introduction of the more rigorous Basel III
capital rules at the end of 2013.

Commercial Banks’ Capital Ratios under Basel III 2013-2014
(In percent)
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FINANCIAL INVESTMENT SERVICES
A total of 58 securities companies (47 domestic and 11 foreign),
7 futures companies, and 86 asset management companies were
operating at the end of 2014. Financial investment services in Korea
began to experience significant diversification and dynamism following
the passage of the Financial Investment Services and Capital Markets
Act (FSCMA).

Securities Companies
Domestic securities companies were operating through 1,324 branches
and employing 35,782 persons at the end of 2014. Their aggregate
assets and liabilities at the year’s end were KRW305.8 trillion and
KRW265.9 trillion, respectively. The end of the accounting year for
securities companies was changed from March to December beginning
with the April-December accounting period for FY2013.

Assets of Domestic Securities Companies FY2010-2014
(In trillions of won)
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Operating Income and Net Income of Domestic Securities
Companies FY2010-2014
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(In trillions of won)
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Domestic securities companies’ aggregate net earnings reached
KRW1.35 trillion for FY2014, following net losses of KRW228 billion
for FY2013, which was shortened from March to December in 2013
because of the change in accounting period. The ROA and ROE for
domestic securities companies were 0.5 percent and 3.48 percent,
respectively, while the net capital ratio (NCR), a key measure of capital
soundness, was 418.7 percent at the end of 2014, well above the 150%
supervisory guideline.
For FY2014, the aggregate amount of securities underwriting—stock
offerings (initial public and secondary offerings), government and
public entity and financial institution bond offerings, and corporate
bond offerings—was KRW735.8 trillion, compared with KRW332
trillion for FY2013. Securities underwriting was nearly evenly split into
corporate bond offerings (KRW276.85 trillion) and government and
public entity bond offerings (KRW256.82 trillion). For stock offerings,
initial public offerings totaled KRW2.83 trillion and secondary offerings
KRW3.29 trillion. In addition, securities underwritten in foreign currencydenominated securities totaled KRW477.3 billion for the year.

Breakdown of Securities Underwritings of Domestic Securities
Companies 2014
Stocks and
Others
KRW6.59T
(1%)
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For the 11 foreign securities companies, assets at the end of 2014
totaled close to KRW7.73 trillion, which compares with KRW8.05 trillion
at the end of 2013. Their operating income and net income for FY2014
were KRW910.8 billion and KRW330.2 billion, respectively.

Asset Management
A total of 86 asset management companies (AMCs) were in the
business of providing asset management services with 4,852 employees
at the end of 2014.
AMCs’ assets under management or AUM—defined as the sum of fund
assets and assets placed under the discretionary management of fund
professionals—grew KRW57 trillion or 9.1 percent to KRW685 trillion
at the end of 2014. As a result of persistently low interest rates, AUMs
have been on the rise with support from institutional investors.
Fund assets, which consist of publicly offered funds such as money
market funds (MMF) and privately offered funds such as private equity
funds, totaled KRW382 trillion, an increase of KRW47 trillion or 14
percent from the total a year earlier. Privately offered funds’ assets grew
22.8 percent to KRW178 trillion in 2014. At the year’s end, discretionarily
managed assets totaled KRW303 trillion, which represents a 3.4 percent
increase from the amount a year earlier.

Asset Management Companies’ AUM 2010-2014
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For FY2014, AMCs’ net income came to KRW424.8 billion, compared
with KRW372.4 billion a year earlier. The aggregate ROE for the year
was 11.5 percent, compared with 10.6 percent in 2013. For the ten
largest AMCs, the ROE for the year was 12.3 percent, which compares
with 10.4 percent for the smaller AMCs. In addition, the ten largest
AMCs accounted for 61 percent of the aggregate net income for the
year.

Insurance
A total of 25 life insurance and 31 nonlife insurance companies were
operating at the end of 2014. The 25 life insurance companies were
operating through 4,002 branches with 28,111 employees, excluding
agents and solicitors. For the 31 noninsurance companies, the same
figures were 3,178 branches and 33,047 employees.

Insurance Companies’ Assets FY2010-2014
(In trillions of won)
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At the end of FY2014, the assets and liabilities of life insurance
companies came to KRW662 trillion and KRW603 trillion, respectively.
For nonlife insurance companies, the same figures were KRW200 trillion
and KRW173 trillion, respectively. In terms of assets, the life insurance
sector was more than three times larger than the nonlife insurance
sector.
For life insurance companies, premium income for FY2014 was
KRW110.57 trillion and net income KRW3.24 trillion, compared with
KRW2.09 trillion for FY2013. Net income for FY2014 jumped with onetime gains from the disposition of investment securities.
For nonlife insurance companies, premium income for FY2014 came
to KRW77.79 trillion, compared with KRW56.23 trillion a year earlier.
Net income for FY2014 was KRW2.33 trillion, higher than KRW1.49
trillion a year earlier. Income figures for both life and nonlife insurance
companies for FY2013 were depressed by the change in accounting
year from March to December beginning with FY2013. Nonlife insurance
companies’ earnings for FY2014 were held back by losses from auto
insurance businesses but boosted by higher investment income.
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Life Insurance Companies’ Premium Income and Net Income
FY2010-2014
Premium Income
(In trillions of won)

Net Income
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Nonlife Insurance Companies’ Premium Income and Net Income
FY2010-2014
Premium Income
(In trillions of won)

Net Income
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Nonbanking
In addition to banks, financial investment services companies, and
insurance companies, another class of financial service providers
collectively referred to as nonbank financial institutions operate in Korea.
They primarily consist of mutual savings banks that accept deposits and
provide loan services at smaller scales with greater credit risk than the
commercial banks, consumer finance companies known as installment
finance companies, credit unions, credit card companies, and leasing
companies.

Assets of Nonbank Financial Institutions 2014
Mutual
Savings
Banks
KRW37.86T

Installment
Finance
Companies
KRW51.25T

Leasing
Companies
KRW36.02T

Credit
Unions
KRW60.52T
Credit Card
Companies
KRW92.22T

Key Measures of Nonbank Financial Institutions 2014
(In trillions of won)
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Foreign Investors’ Stock and Bond Investment
Foreign investors are active participants in the trading and investing of
equity and debt securities issued by public- and private-sector issuers
in Korea. In the stock market, foreign investors bought a net KRW6.29
trillion of local stocks in 2014. As a result, the market value of the
cumulative stock holdings of foreign investors reached KRW407.05
trillion at the year’s end. In the bond market, foreign investors bought
a net KRW5.17 trillion of local bonds, bringing the value of their
cumulative bond holdings to KRW100.36 trillion at the end of 2014.

Foreign Investors’ Cumulative Stock Holdings 2010-2014
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(In trillions of won)
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Foreign Investors’ Cumulative Bond Holdings: 2010-2014
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Capital Markets
Capital markets are the largest and most important markets where wideranging debt and equity securities are issued and traded by private
business enterprises and public entities for investment by domestic and
foreign investors.
The equity markets primarily comprise KOSPI and KOSDAQ markets
where listed shares are traded. There are also smaller markets where
shares of mostly small unlisted technology start-ups are traded. In the
KOSPI market, the number of listed companies was 773, the number
of listed issues 899, and market capitalization KRW1,192 trillion at the
end of 2014. In the KOSDAQ market, the number of listed companies
was 1,061, the number of listed issues 1,035, and market capitalization
KRW143.1 trillion.
In the debt market, the most widely traded debt securities are issued
by the government, financial institutions, and companies. The secondary
markets for bonds consist of the KRX market where listed bonds are
traded and the OTC market where trading of listed and unlisted bonds
are traded. At the end of 2014, the total number of listed issues traded
at the KRX was 11,850. The aggregate listed amount at par value was
KRW1,456.2 trillion and the aggregate trading value KRW120.9 trillion.

KOSPI and KOSDAQ Market Capitalizations 2010-2014
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