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I. Outline

1. Date of Meeting: Thursday, January 15, 2026

2. Place: Monetary Policy Board Meeting Room

3. Monetary Policy Board Members Present:
Rhee, Chang Yong, Chairman (Governor)
Shin, Sung Hwan
Chang, Yongsung
Ryoo, Sangdai (Senior Deputy Governor)
Hwang, Kunil
Kim, Jong Hwa
Lee, Soo Hyung

4. Monetary Policy Board Members Absent: none

5. Participants:
Kim, Eon Sung, Auditor
Kim, Woong, Deputy Governor
Chae, Byung Deuk, Deputy Governor
Kwon, Min Soo, Deputy Governor
Park, Jongwoo, Deputy Governor
Chang, Cheong Soo, Deputy Governor
Lee, Jae Won, Chief Economist
Lee, Jiho, Director General, Research Department
Lim, Kwang Kyu, Director General, Financial Stability Department
Choi, Chang Ho, Director General, Monetary Policy Department
Choi, Yong Hoon, Director General, Financial Markets Department
Yoon, Kyoungsoo, Director General, International Department
Joo, Jae Hyun, Director General, Reserves Management Group
Baek, Mooyeol, Director General, Office of Legal Affairs
Lim, Kun Tae, Monetary Policy Board Secretariat
Kim, Yong Sik, Press Officer
Hur, Hyun, Head, MPB Administrative Support Team

1) This English version is an excerpt taken from the minutes of the Monetary Policy Board Meeting
and it provides Monetary Policy Board members’ opinions concerning the Bank of Korea's recent
Base Rate decision.



I. Discussions Concerning the Monetary Policy Decision

At the Monetary Policy Board meeting on January 15, 2026, each member
expressed their opinion about the Bank of Korea’s Base Rate decision.

All members expressed the view that, in overall consideration of the
domestic and international financial and economic environment, it would be
desirable to hold the Base Rate at its current level of 2.50% until the next
Monetary Policy Board meeting.

To begin, one member of the Board expressed the view that it would be
appropriate to keep the Base Rate unchanged at 2.50% at this meeting.

The member commented that the global economy had continued to show
favorable momentum, supported by robust Al-related investment and by
expansionary fiscal policies in major economies. In the United States, amid
weaker than expected impacts from tariff measures, economic growth in 2025 is
projected to have exceeded earlier forecasts, led by expanded Al-related
investment and government tax cuts. However, as economic indicators present a
mixed picture, with signs of labor market cooling and inflation moderating only
gradually, and as tensions between the Trump administration and the Federal
Reserve intensify, uncertainty has increased regarding the timing and pace of any
further rate cuts by the Federal Reserve. In the euro area, the economy has
shown a modest recovery, supported by fiscal expansion and by the continued
accommodative monetary policy stance. In China, despite strong export
performance, economic growth is expected to slow somewhat, reflecting a
delayed recovery in domestic demand and the materialization of the full effects
of US tariff measures. In Japan, the yen has continued to depreciate, even as
long-term government bond yields have risen markedly following the Bank of
Japan’s rate hike and with the new government’s announcement of an
expansionary fiscal policy package.

The member noted that, although the domestic economy had continued to
recover on the back of exports, the overall recovery remained insufficient, as
domestic demand had been slow to pick up and the output gap was expected to
remain negative for a considerable period. This suggests that there is still a need
for a policy rate cut from the perspective of real economic conditions. In



particular, amid widening sectoral divergence, with the IT sector remaining
buoyant, led by semiconductors, and with the non-IT sector remaining sluggish,
heightened uncertainty surrounding the AI industry could add to uncertainty
surrounding the outlook for the IT sector. Meanwhile, inflation does not appear
to be a binding constraint on further rate cuts, as consumer price inflation has
edged downward and as core inflation has remained stable at around 2%, despite
the elevated exchange rate. With respect to employment, private sector
employment has continued to recover, especially in domestic demand oriented
service sectors, while employment conditions for young people remain weak.

The member mentioned that domestic financial markets had remained broadly
favorable, with the KOSPI reaching a record high and credit spreads staying
around their long-term average amid ample liquidity at financial institutions.
However, the yield spread between long- and short-term interest rates has
widened somewhat, reflecting rises in long-term government bond yields in
advanced economies. Turning to the housing market, housing prices have
continued to rise at a relatively rapid pace, particularly in Seoul and its
surrounding area, while prices in the rest of the country have also followed a
modest upward trend. In particular, expectations for further housing price
increases remain elevated in Seoul, largely due to persistent concerns over
housing supply shortages. With respect to household debt, the debt-to-GDP ratio
is being managed in a stable manner and is unlikely to increase significantly
under the current lending regulations imposed by financial authorities. Meanwhile,
delinquency rates on loans extended by financial institutions have continued to
increase at only a modest pace overall.

As for foreign exchange markets, the member stated that the won-dollar
exchange rate had declined sharply, reflecting FX authorities’ market stabilization
measures, but subsequently rebounded to near the level recorded at the previous
meeting, amid a rise in the US dollar index and concentrated demand for US
dollars in the spot market following continued large-scale overseas investments
by Korean residents. Since the impact of overseas investment on the exchange
rate depends on the methods used to raise US dollar funding, policy efforts are
needed to diversify channels for dollar funding. The FX swap market has
remained broadly stable, as incentives for arbitrage trading have declined
markedly and as spreads on sovereign CDSs and Korean paper have stayed at
low levels.

Taking into account these domestic and external economic and financial



conditions, the member judged it appropriate to hold the Base Rate unchanged at
the current 2.50% at this meeting. However, given that the real economy has yet
to exhibit a sufficiently strong recovery, that the output gap is expected to
remain negative for a considerable period, and that there are no significant
concerns regarding inflation at the current level, an accommodative monetary
policy stance is still considered appropriate. Nevertheless, amid persistently rising
housing prices following the moderation of the earlier surge, and elevated
exchange rate concerns, both of which have emerged as major issues in financial
markets, a rate cut could entail greater than expected risks to financial stability.
In this regard, it would be desirable to keep the Base Rate unchanged at this
juncture. Going forward, it would be appropriate to closely monitor developments
in housing prices and the exchange rate and consider further rate cuts once
related risks have eased.

A second member expressed the view that it would be appropriate to
maintain the Base Rate at 2.50% at this meeting.

The member projected that the global economy would sustain its moderate
pace of growth, supported by expansionary fiscal policies and by continued
investments related to AL, The domestic economy this year is expected to grow
at 1.8%, close to the potential growth rate, but divergence across sectors seems
inevitable. Contact services in which the self-employed are dominant are likely to
face some adjustment as consumption coupons expire. Construction investment is
expected to show a slow recovery, while non-IT manufacturing will remain in a
slump for some time.

The member pointed out that the semiconductor sector, which is currently a
key driver of growth in the Korean economy, was a capital intensive industry
with relatively limited effect on employment, and that its massive operating
profits had not translated into job creation. While total employment is projected
to rise by 150,000 jobs this year, net job creation by the private sector alone,
excluding public sector employment, is expected to amount to only around
60,000. High quality jobs popular among youth can only be created when the
labor market is flexible. Corporations are reducing their regular recruitment
targets, which had accounted for most youth employment. The rigid labor market
is one of the drivers behind the corporate shift toward hiring experienced
workers. Given the crucial role of employment in supporting the recovery in
private consumption and in domestic demand, structural reforms in the labor



market should not be delayed.

The member observed that the domestic financial market remained generally
stable, while the foreign exchange market, despite the large-scale current account
surplus, continued to see a depreciation of the Korean won driven by a
combination of factors. They include a slowdown in economic growth driven by
structural factors, limited inflows of export earnings due to overseas investment
plans, continued overseas investment by domestic residents, and expectations of
higher US dollar demand stemming from planned investments in the United
States. As these challenges are difficult to address in the near term, the FX
market is expected to remain subject to heightened volatility. Consumer price
inflation fell slightly from 2.4% to 2.3% in November, with the prices of
agricultural, livestock, and fisheries products slowing. However, the impact of the
elevated exchange rate still requires close monitoring.

The member noted that the government’s strong macroprudential policy
measures had helped to slow the growth in home mortgage loans. Nevertheless,
the pace of increase in the prices of apartments in Seoul still remains high.
While lending regulations are effective concerning household debt management,
they can also undermine the efficiency of resource distribution by constraining
home purchases by people with sufficient ability to repay. As it would not be
desirable to keep them in place for a long time, the government will need to
come up quickly with a more effective plan to provide homes in the capital
region.

The member stated that even amid the ongoing economic recovery, the FX
market remained volatile and some areas were still seeing housing price
increases. Considering that the current market liquidity conditions are not
restrictive, it would be desirable to hold the rate unchanged at this meeting, and
then consider adjusting the Base Rate after monitoring the future economic
growth path and the status of financial stability.

A third member of the Board expressed the view that it would be
appropriate to keep the Base Rate unchanged at 2.50% at this meeting.

The member predicted that the global economy would show stronger than
expected growth, driven by expansionary fiscal policies and accommodative
financial conditions in major economies, and thanks to continued Al-related



investments, despite the impact of tariffs and escalated geopolitical risks. In
global financial markets, positive economic data lifted stock prices and major
treasury bond yields, while the US dollar index fell and then showed a slight
rebound as expectations for further rate cuts in major economies weakened.
Looking ahead, the global economy and financial markets are likely to be
heavily influenced by geopolitical risks, developments in trade protectionism in
major countries, and the sustainability of Al investment.

The member noted that the Korean won to US dollar exchange rate had
fluctuated in the mid- to upper 1,400 won per dollar range. Despite easing
somewhat from the upper end of that range observed at year end, it remains
elevated and is not fully consistent with Korea’s economic fundamentals. The
exchange rate remains elevated even amid stable FX soundness indicators,
including premiums on foreign currency borrowing and improving exports and
business activity, suggesting that it is primarily due to continued overseas retail
investments. A high exchange rate can exert inflationary pressure, raising burdens
for economic agents while posing potential risks to financial stability. In this
regard, alongside short-term measures, efforts need to be made to reform the
macro-fiscal-financial framework. Such efforts would help build market
participants’ confidence in the domestic economy and capital markets, thereby
laying the groundwork for exchange rate stability.

The member saw that the domestic economy had continued its improvement
trend, although the recovery in construction investment had been delayed and
difficulties persisted in sectors heavily affected by tariffs, as well as among
regional small and medium-sized enterprises (SMEs). Nevertheless, strong export
performance in the IT sector, together with favorable consumer sentiment and the
government’s policies to stimulate domestic demand, has supported the ongoing
improvement. The recovery trend is also reflected in employment, with private
sector hiring rebounding. Considering these factors, this year’s economic growth
rate is expected to broadly align with the Bank’s November forecast.

Looking ahead, the member judged the growth path to have somewhat
stronger upside factors, driven by the accelerating expansion of the global
semiconductor industry and by expansionary fiscal policies both domestically and
internationally.

The member noted that consumer price rose by 2.3% in December, showing
a slight moderation in the pace of increase, but continued to follow a somewhat



higher trajectory than the Bank’s November inflation projection. Going forward,
inflation is expected to slow toward the target level, supported by stable global
oil prices. However, it will be necessary to preemptively monitor the possibility
that the elevated Korean won to US dollar exchange rate and rising leasehold
deposits and monthly rents could act as upside risks. Attention should also be
paid to their potential impact on inflation expectations among economic agents,
which have so far remained stable.

Looking at domestic financial conditions, the member commented that the
degree of monetary accommodation increased as the recent sharp rise in
long-term market interest rates corrected and as stock prices continued their solid
upward trend. While housing prices outside the capital region have turned
upward, housing prices in the capital region have continued to record relatively
strong increases, reflecting high price increase expectations stemming from
concerns over supply and demand conditions. Consequently, despite a recent
temporary decline in household loans, underlying upward pressure related to the
housing market persists. Continued vigilance is therefore warranted.

In summary, the member took the view that inflation continued to run at a
higher level than projected, while upside factors to growth had increased
somewhat, and that vigilance regarding financial stability risks remained
necessary. Taking these considerations into account, the member judged that
maintaining the Base Rate at its current level at this meeting would be
appropriate. Given the prevailing policy environment, the current level of the
Base Rate was considered broadly appropriate for achieving the Bank’s inflation
and financial stability objectives. Accordingly, the member viewed it as
appropriate for future monetary policy operations to place greater weight on
maintaining the Base Rate at its current level. In addition, as differences in the
pace of recovery across sectors are difficult to address solely through adjustments
to the Base Rate, it will likely be necessary to utilize complementary monetary
policy tools, such as the Bank Intermediated Lending Support Facility, and to
coordinate with the government's fiscal policy.

A fourth member of the Board expressed the view that it would be
appropriate to keep the Base Rate unchanged at 2.50% at this meeting.

Despite the impact of US tariff policies, the member expected the global
economy to continue on a path of moderate growth, supported by proactive



policy responses in major economies and by continued investment related to
artificial intelligence (Al).

In international financial markets, the member noted that the US dollar
initially weakened following the Federal Reserve’s rate cut, but later
strengthened, influenced by better than expected US economic indicators and
heightened geopolitical risks. Long-term government bond yields rose amid
weakening expectations of further rate cuts in major economies and concerns
over fiscal soundness. While major economies are differentiating their monetary
policy stances in line with their respective economic conditions, they are
generally maintaining a cautious stance toward further adjustments.

The member stated that the domestic economy had continued its
improvement trend, supported by a recovery in consumption and an increase in
exports. Across 2026, economic growth is expected to recover to its potential
level as consumption and facilities investment continue to increase and as exports
of semiconductors, ships, and other key items remain strong, despite sluggishness
in construction investment. However, it is important to note that recovery trends
differ somewhat between the corporate and household sectors. Looking ahead, the
growth path remains subject to both upside and downside uncertainties related to
trade policies in major economies, developments in the AI and semiconductor
cycles, and weakness in non-IT sectors. However, considering the stronger than
expected growth momentum in major economies, the sustained strength of IT
exports, including semiconductors, and the expansion of fiscal spending aimed at
economic structural transformation, upside risks to growth are judged to have
increased somewhat compared with earlier projections.

The member remarked that domestic inflation declined slightly in December
to 2.3% from the previous month, as the pace of increase in agricultural,
livestock, and fisheries product prices slowed, despite a larger rise in petroleum
product prices. During 2026, inflation is expected to remain around the target
level of 2%, supported by stable global oil prices. However, going forward the
inflation path may be subject to upside risks stemming from improvements in
domestic demand, the elevated exchange rate, and rising asset prices, including
real estate. Against this backdrop, given that households’ perceived inflation
remains high, it will be necessary to closely monitor inflation developments.

In the domestic housing market, the member commented that in the capital
region transaction volumes declined and household loans in the financial sector



shifted to a decrease following the government’s housing market stabilization
measures last year, while housing prices continued to post strong increases. In
the non-capital region, housing prices have turned upward and transaction
volumes have also increased somewhat.

The member saw that the Korean won to US dollar exchange rate had fallen
to the low 1,400 won range following foreign exchange market stabilization
measures, but subsequently rose again to the mid- to upper 1,400 won range,
reflecting global US dollar strength, supply-demand imbalances stemming from
residents’ overseas portfolio investments, and herding in expectations. As a result,
a heightened level of vigilance in the foreign exchange market has persisted.

The member took the view that domestic financial market conditions had
improved somewhat. Korean Treasury bond yields fluctuated, influenced by
changes in expectations regarding domestic and global monetary policy, while
stock prices rose rapidly on expectations of improved earnings in major
industries, including semiconductors. However, attention should be paid to the
possibility of heightened volatility in financial and foreign exchange markets
arising from monetary policy divergence among major economies and concerns
over fiscal soundness, as well as to the potential deterioration in financial
conditions at low-credit/vulnerable sector SMEs and self-employers, stemming
from differences in the pace of economic recovery across sectors.

In summary, the member expected inflation, which had risen somewhat in
the fourth quarter last year, to gradually decline toward the 2% level this year,
and anticipated that economic growth would continue to improve, led by
consumption and exports, and recover to its potential level. Compared with the
November Monetary Policy Board meeting, upside risks to the growth path for
2026 appear to have increased somewhat, while the elevated exchange rate could
act as an upside risk to inflation.

Meanwhile, the member judged risks to financial stability to still be around.
In the capital region housing market, although the pace of household debt
growth had slowed under the influence of strengthened macroprudential policy
measures, housing prices have continued to rise at an elevated rate, leaving
uncertainty as to whether a sustainable stabilization will be achieved. In the
foreign exchange market, despite a current account surplus, heightened exchange
rate volatility stemming from foreign exchange supply and demand factors, and
herding in expectations, have persisted.



Taking these conditions into comprehensive consideration, the member
expressed the view that it would be appropriate to maintain the Base Rate at its
current level of 2.50% at this Monetary Policy Board meeting, while monitoring
developments in inflation and growth, expectations regarding rises in asset prices,
such as real estate, and volatility in the foreign exchange sector.

In addition, with regard to financial stability risks, the member emphasized
that continued policy coordination with the government would be essential in
order to structurally improve the recently deteriorated foreign exchange supply
and demand conditions and to stabilize, on a sustained basis, expectations for
Korean won depreciation and domestic real estate prices.

Finally, going forward the member stated that the Board should conduct
monetary policy in a manner that supports a recovery in economic growth while
maintaining price stability and financial stability. The member added that the
Board should make policy decisions cautiously while closely monitoring changes
in domestic and external economic conditions and their resulting impacts.

A fifth member of the Board expressed the view that it would be
appropriate to keep the Base Rate unchanged at 2.50% at this meeting.

The member expected the global economy to maintain a modest pace of
growth, supported by continued Al-related investment and expanded fiscal
spending in major economies, despite the impact of US tariff measures. The US
economy is projected to grow by around 2% this year, while the euro area is
expected to record stronger growth than initially forecast. China’s growth rate
will slow due to weakening exports, but this is likely to be partly cushioned by
government stimulus measures.

The member expected inflation in major economies to remain generally
subdued. In the United States, however, consumer price inflation remains
elevated, staying well above the 2% range due to the lingering effects of tariff
increases.

In international financial markets, the member observed that risk-off
sentiment had eased, reflecting stronger than expected economic indicators in the
US and other major countries, as well as renewed optimism about Al-related



growth, following a temporary moderation. Stock prices in major economies
continue to trend upwards, and long-term Treasury yields have risen on concerns
over fiscal deficits and shifting expectations for monetary policy. The US dollar,
after weakening earlier, has recently strengthened again.

On the domestic front, the member stated that exports had accelerated driven
by robust semiconductor performance, while consumption had continued to
improve on the back of firm consumer sentiment and fiscal expansion. Looking
ahead, the domestic economy is expected to achieve its originally projected
growth for this year, supported by a continued recovery in consumption and
further export gains, particularly in the IT sector, as well as a gradual easing of
weakness in the construction industry. With respect to the future growth path,
both upside and downside risks remain regarding developments in the global
semiconductor market and the external trade environment, although upside risks
are judged to have increased somewhat.

The member commented that consumer price inflation had edged downward,
reflecting slower increases in agricultural product prices, and that core inflation
had remained steady at around 2%. Looking ahead, consumer price inflation is
expected to decline gradually, supported by stabilizing global oil prices and
government price stabilization measures. However, close attention should be paid
to the impact of the elevated exchange rate.

Turning to financial and foreign exchange markets, the member stated that
the won-dollar exchange rate had fallen significantly since the end of last year
amid foreign exchange market stabilization measures, but had recently risen
again, driven by a stronger US dollar and by expectations of one-sided exchange
rate movements. Long-term Treasury yields have exhibited volatility as domestic
and global monetary policy expectations have shifted, while stock prices have
risen sharply, supported by a marked improvement in earnings prospects for
semiconductor firms.

The member noted that bank lending to the household sector had declined
temporarily, reflecting tighter lending regulations and year-end seasonal factors.
Given the government’s stance on strengthening household debt management,
household lending is expected to continue to moderate. However, the impact of
strong expectations for further increases in capital region housing prices on
household debt, together with rising credit demand amid higher stock prices at
home and abroad, warrants close and continuous monitoring.



In summary, the member forecast that, looking at the domestic economy,
inflation was expected to ease gradually toward the target level, while growth
was projected to exhibit a recovery in line with the initial forecast, with upside
risks to the growth path having increased somewhat. From a financial stability
perspective, the exchange rate remains highly volatile in the foreign exchange
market, and expectations of further housing price increases persist in the capital
region.

Taking these conditions into comprehensive consideration, the member judged
that it would be appropriate to maintain the Base Rate at the current level of
2.50% at this meeting. In the future conduct of monetary policy, it will be
necessary to keep the Base Rate unchanged for the time being, while closely
monitoring changes in domestic and external conditions, subsequent developments
in inflation and growth, and overall financial stability conditions.

Finally, a sixth member of the Board also viewed that it would be
appropriate to keep the Base Rate unchanged at 2.50% at this meeting.

The member stated that the global economy showed relatively solid growth.
Tariff negotiations between major economies and the United States have made
progress, and countries have managed to absorb tariff shocks in ways suited to
their domestic circumstances. Al investment expansion, services-led consumption
growth, and expansionary and accommodative fiscal and monetary policies are
also driving global economic growth. However, downside risks cannot be
overlooked, including a contraction in global demand stemming from slowing
global trade and supply chain disruptions, as well as geopolitical risks and the
risk of asset market bubbles caused by excessive liquidity concentration in the
IT sector.

The member noted that the easing cycle was likely to be shorter and more
limited in magnitude, as the disinflationary trend has weakened and as signs of
change have emerged in the rate-cutting stance that had persisted for a
considerable period. As major economies' monetary policy directions are expected
to diverge more clearly based on their respective economic conditions, including
inflation and employment, domestic and international financial and foreign
exchange markets are likely to face recurring episodes of heightened volatility.

The member predicted that domestic economic activities would expand



moderately, boosted by the base effect from last year’s slump, by improved
conditions for consumption, and by solid exports. Inflation is likely to remain
broadly anchored around the target level. However, it is necessary to closely
monitor future inflation developments and respond in a timely manner through
policy coordination, if needed, bearing in mind the possibility that supply-side
pressures from a high exchange rate and demand-side upside factors driven by a
recovery in domestic demand may interact.

Compared to the time of the previous meeting, the member believed that no
significant changes in the economic environment or indicators warranting an
adjustment to monetary policy decisions have materialized. In the foreign
exchange market, despite the narrowing of the Korea-US interest rate differential
following US policy rate cuts and the foreign exchange authorities' multifaceted
stabilization measures, the level of the exchange rate remains persistently high
due to external conditions and mismatches in FX supply and demand. In
financial markets, market interest rates remain elevated amid weakened
expectations for Base Rate cuts. While the pace of housing price increases has
moderated somewhat, the market remains unsettled, indicating the still ongoing

risks to financial stability.

The member observed that the real economy was showing signs of a gradual
recovery, albeit not yet sufficiently firm, and that price variables have fluctuated
at elevated levels while closely tracking policy signals for direction. Under these
circumstances, any monetary policy adjustment that could create momentum in a
particular direction calls for a cautious approach.

Taking these domestic and overseas conditions into account, the member
judged it appropriate to maintain the Base Rate at 2.50% at this meeting with a
greater focus on financial stability, as in the last meeting.

Finally, the member stated that while it is not yet time to consider a shift
in the direction of the policy rate path, given the remaining policy space, the
timing and magnitude of any rate cuts are likely to be delayed or reduced
unless significant domestic or external shocks occur. Going forward, monetary
policy decisions should be determined based on the monitoring of the trend of
the domestic economic recovery, inflation, and the stability of the housing and
FX markets.



