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o AxAASTe] B s, FHAl dstol wE Wy TR =
5} m WA Sow 2gesel 7 gA A7t HA Fol5n Yk
A3teeh(<Figure 1> 32).

3, Kluh and Stella (2008)%= 1995~2005 2 1307 o]Al Zofoajo] B
P20l 8 850l S HolFqlrk<Figure 2>). 5L o|ajdt 4:0] 2
A7t A AAR Aol dg siet, Sfelea 2h, FUeHo| o)zt gl
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(Figure 1) Opportunity Cost Seigniorage / Real GDP Trend
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Source: Hong and Hahm (2004)
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(Figure 2) Return on Average Assets in a Large Sample of Central
Banks, 1995~2005 (In percent of total assets)

250
B \/\
¢ = o
" "-l"’—‘-\
1.50

*

Average,
adjusted

Median,
adjusted sample

Median, whele
L0 ——m— sample |

0.30
"

Source: Bankscope, and authors' calenlation

0.00 T T T T T T T T T T
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Note: Whole sample has more than 130 countries while adjusted sample has 91 countries.
Source: Kluh and Stella (2008)

(Figure 3) World Inflation and Currency Demand, 1985~2003

(Average of 100 countries)
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(Figure 4) International Reserves, 1985~2004 (As percent of currency)

dicg
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Note: “Strong CBs” mean 60 central banks which have positive profits (defined as the interest
margin plus the other structural net income minus operating expenditures) and “Weak
CBs” mean 27 central banks which have negative structural profits.

Sources: Ize (2006), IFS (International Financial Statistics)

2. TI2YY SRR

T Aol B 27|19 A= FEW FAHAL}E AREAA
Ao 2Ho] Wo]F . Robinson and Stella (1987)= 7 Al Z9k2o-3)
o AAOE AAst T4 AN UEhd AR =2 A8 Esel 7
gk A&l A= QAR EFE ofoF ghrfal 751Gl Klih and
Stella (2008)= 1987 ¥ 2005714 o] efelot|e]7} SS9 FA/G=
= TOJSlRl=| <Table 1>o|4 & 4 Qo] A, Z28e7E 59 45 7]
7+ 2 3 = wAlglo] GDPO] 0.3~3.5% 4=20] dfjgsls A7t A &E L
H Fito], widlpdel 59 9 ARk o4 AmoA Hxprt WAy st

6) s2Etelst Bl A4S A GDPO| 5% el Fme] At 1982-19864 % A% H T 5
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(Table 1) Central Bank Losses in a Group of Western Hemisphere
Countries, 1987-2005

(In percent of GDP)

Country 1987 1988 1989 1000 1991 1992 1993 1994 190% 1996 1997 1998 1999 2000 2001 2002 2003 2004 2003

Argenting 07 05 45 07 04 01 04 02 02 03 03 03 02 03 01 1 5
Bolvia 02 04 07 07 02 04 07 09 08 0.7 0.7 04 035 03 0.5 02 03 03*
Chile 31 32 -8 22 -1l 12 10 09 06 07 11 -11 -1 -4 -0 12 07 038 5
Costa Rica 33 430 28 20 -8 -2 L3 -4 e 2l 1y ld DR S e e -13 B
Dominican Republic -0 -3 A8 06 00 L8 01 06 03 06 0.7 03 44 03 020 03 26 40 218
Ecuador 22 25 2% 23 - 0.1 06 0.0 02 0.1 03 -12 0.6 = =
Cuatemala -5 B O & B S LI -13 -l 12 08 03 Rk} 04 08 08 0.3 08 05!
Haiti = = = == & £ 0.1 0o 01 02 03 0.6 -19
Honduras = i 320 13 217 03 -13 -1 16 1§ 1 02 00 04 09 1 -1t -10=
Jamaica” 57 G40 54 500 43 56 47 18 20 06 10 03 00 03 03 17047 -14 -3
Nicaragoa 230 80 138 23 07 Al 4 06 0.1 4r 06 33 AT 6 -3 100 18 -14 .
Pamguay 02 02 a1 06 (it} 03 01 00 3% 15 -8 08 08 04 130 14 08 02
Pers -S54 420 04 - 04 02 02 0o 00 00 01 01 01 0.0 02 0.2 01 00 01
Uruguay 28 31 34 36 22 18 08 06 06 05 035 o3 02 04 03 03 00 06

Veneruela 14 29 -8 200 -17 00 02 -200 -0 07 0.6 08 03 03 01 01 08 16

Mean 27 17 A8 a0 14 2 47 06 08 05 05 05 A5 030 05 07 8 -08 1.0
Median -18 219 18 21 14 -1l 0.4 06 06 06 0§ 03 0.3 01 04 06 D7 -08 -0.8

Source: Klith and Stella (2008)

AlA 1307 Fopede tjatos

Kluh and Stella (2008)& Z-& Aol A
ST vgol 19929 1.3% o)A

3 EApAT ApEo] o]y el

2005 8% S HBITHE $E0R 45HAeS BofFdrk<Figue 5> ).

B ATAE A A4S FET FFSBE F2A F97] oF 2014
WS A TS ZABIET] <Table 2504 B & 9ol €, B9,
W% 5o oM FAMA B vtoli A A o] gl Ao ehgth

(Figure 5) Share of Central Banks with Negative IFS Capital
(In percent of 130 central banks in sample)

Source: International Financial Statistics. and authors” calculation
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Sources: Klith and Stella (2008), IFS (International Financial Statistics)
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(Table 2) Recent Losses of Selected Central Banks

(In local currencies)

2008 2009 2010 2011 2012 2013 2014

Thailand 307 7.7 117 -131 -109 -130 -62
(bil) -6.9)|  (-82)| (-432) (:323)| (-531)| (-427)  (-700)
Phl(lgi’gme 8.9 13.1 590 337, =950 -17.5]  -10.1
Czech 29.1 18.5 9.7 35.4 2.8 73.1 56.6
(bil) 125 (-136)|  (-144)|  (-105)| (-106)| (-38.7)| (26.4)
Peru 2| 1831 615 203 -1,163 -893 716

(mil) (3520)| (3935)| (1618)| (-2390)  (-8388)| (-1144)| (2406)

Guatemala
(mil)

639 -294 =742 -1,017 -1,402 -1,524 -1,711

Note: Capital in parentheses.
Sources: Annual reports of central banks, Bankscope
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2015
1,081
-232

997
179
(445)
988
1,009
383

Central Banks
2014

(In local currencies)

2013
814
160

(-225)

1,440
724
91

2012
905
110
(20)
995
576
60

(2016.12)
2011
774
85
(602)
728
529
130

=3

2010
817
127
(48)
170
52
-208

Aot B34

BN Heod M4

2009
534
194
(173)
367
100
]

S

THE

2008
355
833
(781)
1,322 | 2,253
300
47

JA

Xe)

o
LI

0

SRR T
640

2
2007
387
161
(514)
80
}O

o

A 5ol 2A47F

o] 24 =9

St
value.
Sources: Annual reports of central banks, Bankscope
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million)
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Japan(bil)
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Note: Figures in parenthesis refer to comprehensive income which includes changes in fair

(Table 3) Profits and Losses of Major Advanced Countries
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(Figure 6) The Long—Run Seigniorage Laffer Curve
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oste] FFAOE BAZ NAT 5 out WA AU BAH oAy
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15) El Salvador, Croatia, Iceland 5

16) Estonia, Latvia, Lithuania, Russia®} %% Soviet Union?] t}2& Z7}5

17) Lithuania %923l 72 “The State of Lithuania shall not be liable for the obligations of the
Bank of Lithuania, and the Bank of Lithuania shall not be liable for the obligations of the State of
Lithuania.” 2}l 7]<=o] Qc}.
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A4k, FFEF 0] o)/ HFAHAHROAA), U423 20]2)/GDP 5& AHEaH3
t}. Perera et al. (2013) 1996~2008 = 187=F £o}-&3)9] A FAAA19T}
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A st en o]2dt WA= Ad=mHths Nd=d=olA HE F30]
et B7RIAREAE AestAY dESRAEE 2435t i et
22 oFz} 7ho] A7} oFake Kol Z=Qich Adler et al. (2016)2 2002~20114
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shyme BAA e A0R umetdch A U] AEe EUWA FRS Selske] FHel

AEE At

2. o



oft
02
ro
0%
=4
A
o
ofm
ton
o
B
Ho
Ol
(=Y
N
(9]

L

(2005)%= 1990W thof] LLago] A7 Batel thHjste] A71FA), ATt 5 W
Aare AFHo wdsior POk pHtE S A E P RO
B7kska ek,

e, m=ro) AFERIAI ol AR (o]8f “AE)= 20119 RE FRH ] A

f
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b Agleh § Boel A A SASL SHEATL AEY ABsALAS 4
OFSIA L b Aolm xRl Q% RAgRc: AANEAM felo] 4
W ATk BESEA R dFe] Xt B RS §uste] A
Zo) ARE} EEAo] AFLLS & 9SS SR ANHoR B )
Zo AAY AN PSR S AT AL Suzke] FEE T A
ol £o AAA AL FAYS FEekn glom ol 2Hel Sl
2 ) FgeRe] 24 E BA A ks Aol ik, AAH &
wol A B2 ekl o3 AZO S o} HsA, ALY Safo] w2 7]

o
Greenlaw et al. (2013)%= &7 FURGA A F2)/dsoll e 714 dAA
o] AZEATL A FEHFoll gk o] AAFWe] FUER AFo] 2017~18W F

A gt EAE & 4 vl AYEAY ol A= m7HREA
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27) Mishkin, Frederic S. (2013), Christensen et al. (2015).
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o] 0]242016.3.74 A 0.5%)S A Gt At
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LAE AFE st

e 19509 Mol 31 Bk BAE fAstAOL 1982d e
Al Z2N(82-87, 93-94, 2004-07)0] AH A4S BB <Figure oo A 2
G gl%ol 19824 o] F 2015A7kA 9] 34 F 130144¢] Z17H12 AE)olA
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3 3te] 2o SIS A% FE/1HY e AU AAT 447
o HolE AL AFrugol Frto] w2 HeshAH o] HAA
F8 Uolgirh. 1982-874 Follt AASRAARG ALAT Stol4 FE71H
o eltzg AW, AFEHF h olHAF, FRrhEFIA 1850
So] 2 HAaclo|gon 1993-94d Fol SjshaHng 2 FleryZy
ur

Y27} Z7H<Table 4>, <Table 5> F=x)3t 7}29 FUFe|7F A2 =S
A “F2)|(<Figure 8> Fr=x)tol wheh A&7 LS 2004~07 Foll=
QBtH oo F=o| wal E3OIAZY olxprFo| A Zrtete stod Ust
ke stetow ofstmjujolo] Zrarsto] thofi AA7F WS ey 2=
4 T5917] olFole 2LES 2 S7H<Figure 9> =), /gD & A5,
QIEFH wjuje] F7F SOl Fe] 2008W o] F ZAE X|&3Fal §lrh(<Table

6> Zx).

30) 1982879 Zoll= 7,10291 ¢, 2004~07d Zo|= 4% 23220 Y.

3D F871e] 29 Q3E =20 WU(EIA L S8l Hgte] s E&FEE 2
ote sl e E waste] Foirk

32) 1981~85d = 0?4—4317]301] gist o2 2oz} ullro 280091 9.
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(Figure 7) Net Profits and Reserves of the Bank of Korea
9
. =xt =xt =xt
(‘88d~'9214) ('95'd~'0314) ('08~"131d),
- =X} =x} Hxt \
(824~871) (‘93td~941d) (‘04id~'07d)

1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012

2 L
1980 1982 1984 1986 1988 1990

Data: The Bank of Korea annual report
(Table 4)Korea' s Official Foreign Exchange Reserves (As of year—end)
(hundred million, USD)

1991 1995 2000 2005 2010 2015
137 327 962 2,104 2,916 3,680
Data: The Bank of Korea annual reports
(Table 5) Outstanding Amount of Monetary Stabilization Bonds (As of year—end)
(bil, won)
1991 1995 2000 2005 2010 2014 2015
13,862 25,825 66,378 155,235 163,538 181,515 184,367
Data: The Bank of Korea
(Table 6) Net Profits of the Bank of Korea
(bil, won)
2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015
-1,878 | -1,760 | -444 | 3,402 | 2,866 | 3,513 | 3,135 | 3,885 | 2,067 | 1,985 | 2,716

Data: The Bank of Korea annual reports
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(Figure 9) Outstanding of Reserve Money of The Bank of Korea (As of year—end)
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(Figure 10) Korean Monetary Policy Framework under Inflation Targeting
System
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S A wt-8-5k>(forward looking monetary policy reaction

S} e vlegier

¥ 5
function)E AA|SIA T 150 &5t Y22 dA e =71 2 A A
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e ] J
stlom Aas 1Y Holeg Agstgrt FYLHS 487 T BrhA
Yo FeRHe BAVIFOR AGATHT AL =12 AL

n
A= AAFHE ARSI 7 = AY §7] U8 ARAETHISE,

HAGDP, y*= HPRE S o]§3}

M2 v (29l 3
Aok sAE 4= 9lE Aotk T, AEH o)A ZAI=(E 7., ]l

v o} Ak (T, )= AHE3NS=H 2= WY/ (endogeneity) T A1 & X
o 26| FH AR (Two-stage least squares method) S AME3G T EFH,RE
A AL olzka Bl lEdol g, WA GDPRE, ¥ 4714 (commodity

o]
rice) 52 AESISth(<Table 7>, <Table 8> Z%)
p

(Table 7) Summary of Variables
Variable Description Sources” Period
i Bank of Korea Policy Rate BOK 2002.1/4~2013 4/4
(as of quarter-end)1)
T % changes in CPI year on year KOSIS 2002.1/4~2013.4/4
y real GDP BOK 2002.1/4~2013.4/4
Net profits between #-1~ #-4 s /
outstanding of currency issuance of BOK ,
.1/4~2013.4/4
p BOK profit-dummy between #-1~ #-4 BOK 2002.1/4-2013 4/
quarters(deficit 1, surplus 0))
c % changes in commodity price index IMF 2002.1/4~2013.4/4

Notes: 1) Call rate before Feb. 2008, Base rate after March 2008.
2) BOK = bank of Korea, KOSIS = Korean Statistical Information Service.

38) 7AdL001) = A2FENLAA Y-S ENE 3t 532 X A3 (stochastic simulation) A1} &
uete] Sd2de] v EEAstolAl nei XA T uet S Ae e AL
Aol WEAE Mot XA EUAAE 36871AE HolFSch

39) F-Z(Forward looking monetary policy reaction function®] =%&) &=

oy, M
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(Table 8) Descriptive Statistics

I z x p*
Mean 3.48 2.94 0.09 0.05
Min 2.00 1.06 -3.52 -0.15
Max 5.25 5.54 2.37 0.39
Std. Dev. 0.94 0.97 1.27 0.10
No. of obs. 48 48 48 48

* Net profits between t-1~ #-4 quarters / outstanding of currency issuance of BOK

Lt stmosio| yaZal U 4K HE Xof

shredl AAZe)s <Figwe 11>0]4 2 4 glEo] 19999 o]% 27K
125-5.25% Abololl A WEstgith. 9|3k9l710]50] 47|34 uhet 20019 2
A A5ZAS Bolth} o ulsto] ollde] WA, =M A Fow

=

2005E7HA] SHAIE FAIBFAAL 2005 1095 E 2008 Z=H F§97] @
A A= BA BI85 shao] ASAlE RASER oW ol AA stEt
sto] 2.0% +E7HA BolRH S691718 S04 BlojuAt 20119 bR
g JeTAR v E e u #HAE 7] o= 20126 749 o] % thA] ]ISt
o] grom 2016\ 6dolls AARA A £E] 1.25%714] steEfakint. =
232 19999 o] % 2016\ 6H7MA| F 3820 AA FAF2E 2853

o 24 ZL2 025%3EE 333], 0.5%EQAE 33], 0.75 L 1.00%EJE 7} 1
2 AWZzA o gl AAo vree Holyin AR o7 n|ZAsH= v

o] FHeElo] geg o 4 rk
(Figure 11) Trend of The Bank of Korea Policy Rate
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(bil. won)

2005
-1,878
2,010
3,513
2,015
271

2004

-150
2,009
2,866
2,014
2,015

(2016.12)

=
2003
2,175
2,008
3,403
2,013
2,067

M HM222 M4

Net Profits after Tax of the Bank of Korea
2002
2,937
2,007
-448
2,012
3,885

SRR T

P
[=}

4 st=28
(Table 9)
2001
4214
2,006
-1,760
2,011
3,135
Source: The Bank of Korea
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(Table 10) Estimation Result of the Monetary Policy Reaction Function

Constant T 44 X i1 R’
0.26637 0.17784 0.19163" 0.76753™ 0.8749
(0.34837) (0.13106) (0.05090) (0.05993)
Note: Standard errors in parentheses **, * Significance level at 1% or better, 5% or better
respectively.

(Table 11) Estimation Result with Profits and Losses of the Bank of Korea

Constant T t+4 X Irg Di R’
0.31902 0.19714 0.17894™ 0.74822" -0.73227
(0.35172) (0.13373) (0.05251) (0.06241) (0.53050) | 0.8724

Note: Standard errors in parentheses **, * Significance level at 1% or better, 5% or better
respectively.
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(Table 12) Estimation Result with Profit Dummy of the Bank of Korea

COnStant T t+4 P it_j d[ 43) R2
0.37594 0.12875 0.19490™ 0.75708" 0.20842 | oo
(0.31106) (0.11678) (0.04395) (0.05203) (0.11746) ’
Note: Standard errors in parentheses **, * Significance level at 1% or better, 5% or better
respectively.
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(Table 13) Estimation Result with Interaction Variable
Constant T 144 X e interaction44) R’
0.28274 0.16320 0.18923" 0.76532" -1.95217 0.8847
(0.32136) (0.12092) (0.04719) (0.05670) (1.588576) :

Note: Standard errors in parentheses **, * Significance level at 1% or better, 5% or better
respectively.
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Threshold Estimation Result

Tl t+4
-0.03334
(0.07017)
0.05417
(0.05895)

Constant
0.30261
(0.36736)
0.90251°"

(0.21103)
Note: Standard errors in parentheses **, * Significance level at 1% or better, 5% or better

respectively.

Threshold

(Table 14)
pt < 0.05554
0.05554 < pt

atol ofn

|

([l
KO0
__A_|

X

ol

ol
o8

¢
)

i

G

}_

Z
&

o

o 74

H

Al
25

+0.5%p =1}

A =of St} & HiAol=

A7 7122

0]

=

[¢

=
=

Y

O =

= +0.5%p

st

1}

A g

]_

Fol =r2jof A

o

e
3

o
b}, An A2 7450 671

Tl

N= =7 &

e
T

°

fioF

o] ARUA )4

o o]
=l 374eotet

0

=
o

°

AlA]
AR, &HAE7H
g

=2

<

fe)
9]
A

=

}_

LU

H

A A

l:lol-o
=]
2l
ES

==

N}

it

oF B o
o U of

5
KX
oy .

e

Zee o
s
A%

otEA WML T BV EEAS A AFA

o
~— =

A
o

Jol WE Zage Hol 9k ol

a8 AL =S AR 23, Aol Alnss Be AEHeldd, G
&7go] AA Asleke fulgtet

a
L=,
S

, °]gZH(2001)



5 (2016.12)

A M22@ Hi4

SRR T

P
[=}

s=ewy

138

[¢)

y 52X 74

O =

L

o2 tf-FsHAATE S

al

S
)

o] & A|=F(discretion) . th= 2 (rule)o] 2
=

|

A
L

A} Agpo] AN A iAo a}

Z]
&

124 Zez 7Iqge +=

A EA 7 3

o8 5

57 40

2}

ot

3

2% g o
olet.

TR AENA AA

o3

]

= Al

el

A== A

[e]
-

AR

1

oF
=),

783 @

P

Aulg-el oo

o
—

3

=Z0}.0
Tool":

[e)
T

R R RSB R

e7} giek
a9 ¢

of whet

A

2~
T

7=

o] 100%-2] 30

7o
o] A AE SlojA
£ ol 2J3}

1 ol st

5

22
=1 d
ol A}

WY LA HYFOR BASL,
of F¥7t RA}ES o] Utk

A o gla

A 9z 9l 1002 A 3
2
H

2 HYsta Yz

O
a2

—L O
o —

46) =t
=



e
nt)
=
ofo
o
2
_|>i
1o
N
i)
(e
-,
o
L)
=
30,
au)
ofy
02
flo
o2
1o
At
il
oX.
o
o
ot
i)
%S
oo
o

%"J%SEQ 5,‘41]731';(]- ‘;LJ ;(]_E‘%L
o)

=
4 BAle A&ET gl Ao Holth WA 17t 712HQ SAEAAE

2 21 5
A2 s G AOE BAPEI glom nedEe A9 013WRE H7
A BASEA dF WiE B2 sHol e Felgastgels Az
Al Tokel TS EHY b Ytk DAL FHFGLSAY A
RS2 sbsAol G o] Hio] met FEHE mEEo g gom
Bk Ut SRR 19824 o] F 20156 71AI o] 34 F 130]4Fe] 7|7
(127) Am)el s A7k WAIshe] B wi AL Sels|E sheck

Zoode wNYS vgoR YA seuao] ostel RS Aatet
ARE WA 5 Q7] W] £HHATL AFESIY 7 EFRE ZesA
Lotk @A AR W QElekE ujeo] WASHE Alwelo] o5
of FIHORL oM BEstL ARG A Hold S5 gk EY F
e HHE St BFH A ATFAZ Bl FALB] AR W 4
AR HER AT Bast gon] FULBY AR BA 42
A9 FIHOR AR/ ARFAE AL Fito] sFs) T ©oh

TG BAHORE dtE AAe A%l ARAAS FUdeWY M
Q1 AL G ARty AUDE S| FAHA JFL Zefatcte Fgol
A71=o] gtk FALWe] FAAAE AT Dart Yok FHL FARH
ol WA AAE 53 ot Aol glolAt shul4ae] Aok lEdo]
A oksh e, wzke] AFASE SO s FAG F7HZ



(2016.12)

=3

o8 AMATY HEHES M M22® x4

0

14

ofn
N

3o

= o]

7°

ol Fredel Az Ak st

ekt

Aol %71

M

]
=

& % gk B

AXNZA A2 Wste] u}

Yol 2AHAt FelHH

[e)

dol A= =7F A Asket

o

.

=

]_

his

Yol A HA A|7|e] Zxpals} 7}

[e)

Z 4 glom AR AEF AU 4

O =olo
751‘1“ 'é‘oo]":

o
l

S

<
=

QA=

al

VS
&

]_

o] AfYA ol 4

=]

]

=
<3

LU

B oA o
2 HQlTha) BrlohyE

5L.O 2N =
a4 s 5

A 247k
glom HA 24 A

4

e

ol

=
=

}_

__01_
et

o ApelA

Fol

°

om Fgge 7HsAdel glrk

A= Qrtolu FHLBAE A

2~
T

2~
T

S
pus

FA

=]
il

I

S

oA Hofut glef ool

o
et Sel7h 2

Al
=13
k|

a}

Al

T
ofn

o

&l

(o251 Ke)
%

.

, % 59
, Adler et al. (2016)2 &7}

=

<

A Felvt

Q)
=

o

U EaEAe gwo] Fged A7)

ot
}
2] Z] Al

7

o
o

=
5+

ol e 7he] BA7
Astelct. thek Ao A

P 8 AA
stdeetE A

-

ES

1=

2k
=13
=

o

(e}

=

=
=

gl At

[e)

A9

Y53

pil

o

A 5AH A

YL 3%

47) Perera et al. (2013)9] AFoA= E7}

=

2.



-
= 5oz
— <H
0P %izﬁﬁwﬁ — =
OH K aVX X T K Er
Rl LaJZ,.X_._v &|<0ﬁr;,mfﬁﬂun1r
RO _SEWUATN T T BB R
o] . < o my X2 He ofi X oo X o
140 9 omeﬁ. = & o X xrnoﬁ L
I o= N l@hlxﬂotios o0 T
(<] A OE N D._ Lmu. X0 X Wl ,AT OT Ot o_e 50 ,UI o o
% Gy e Bo o oT BoOR g B W L S w oL & W ol T T
wwg%mw%a%ﬁ@wwﬁﬂ o < W3ouLwﬂAmﬁwﬂoww
o) 170.g%ﬁaﬂugvﬂ%Wﬁﬂe_L] eEE L_;_@_mq@%g
@ = n 50 @%%Rau.mﬂ:%qé %}mmgﬂmé Erow
ﬂlﬂmmﬁﬁbfa_,wrﬁﬂ/ﬁL%Eo ol ) WJHE.EWWWE%
ﬂlau‘ﬂﬂl .UEOTﬁo@o_EEQET ﬂﬂiv,ﬁ@ O
@%@ﬂz&ﬁ@@z Luw_go_ﬂ muﬂquAT@.]wﬂm
Ltg&w&éﬂvﬁﬁ&a_awaﬂéww} %ﬂ% Aﬂeuﬁqoo@@%
11334H%0¢¥_ﬁ%5‘%}o% JHQOTomonoxmw%o_a
= N m,ovlotLl HE_.HE X__mm:o AnouxrﬁOATmEnArgo7‘J1r
%?%9%#JVLEE T v LT SN }u:/rlozm_
k]w]ﬂuéﬂﬂ_wﬁEmﬂo %”7] m_6a1a7] < O
K ﬂlx%ﬁulﬂuﬁroﬂr T o o T mowwwroﬂaémﬂk
il T W TS o = o T IR oy o " 1 & o|J gbd,_vmoqor o
- .._t H_-.._ K N JU o Y X = ‘Xl f _ o U~ s o) LU o Lt 7o i
T % — }do_e%iékxﬁu_uﬂoﬂ/ do L7 o 2
au%_ﬂ1m_zu@ owr;Tme‘% @OTOOO_EE%1%MG
ﬂ;oeLmXﬂzhg_ A < l;ﬁo:?ﬂ@a}
™ oF ~N ] o ﬂoi LLC = o = =T o <O Iy = o
moo_eﬁ_ﬂﬂiwrﬂnﬂmﬂﬂo_wﬂﬁwfm_ ﬂyﬁ@ud%%%%u%%
= olpoo_@ o B Gl ° 11@8& o T TN
) 7x1‘|mﬂoqoemﬁﬁu ELC R ﬁuﬁu%ye% #oﬂ]xﬁ7
ﬁ%E%éLATéwﬂﬁ =7 ol o }__o_mw%éwo% M%ﬂ
_uNamOotHEQOT%ﬂﬂIWWﬁHOATﬂWmE Mﬁmﬂxﬁﬂaee_ewrﬂn_vnox%o
T = 0
o_aﬁﬁo_aiguﬁoﬁ%é_/E%Q% i Wa_eﬂ%aﬂﬂﬂ%#mﬂo_e
&omowoﬂﬂo_mﬂ L:m_mé@_,vﬂ/ T ﬁ.ﬂﬂonﬁ%wraﬁ = B T
5o IR o N o FF T X £ F#E 5 o o wo 5o PN
& ﬂkP._u%oﬂLul ura;kobqﬁ of wouté. ﬂ_ﬂu_rm]_orﬁyovl
wuﬂu:_o_oﬁ.u._OtIrEWq;oﬂ.Z_ ;okz] o X2 X }uiwo_ RN
= Eoﬂﬂiilﬁﬁt b T & ,_o@vx,xmﬂ1ﬂ£o%¢
™ MM}NOMF;%QX H,Alﬂo Ot,.ﬂ.yﬂmo % o - 1Dl
Amﬂmﬂl__ipml - i M mwo{dli_. Wﬁ;omﬂ,_ﬁmﬂ
a wu%;mg%qwa %W%ﬂ@gh%aw@@
SIS EE ,Zaﬂwgqawﬂ%%
o A W T ® o < K ol i e L o
HflrquL z_.ooL:Ll O
XAﬂ_oqlmo zfon_Alomu,o&oz*oi
o) o o T o4 W T ol
_;OO,IHq ~ C_OJ_/UA
vgoie]tno
oma_.mmo_a
o o%




142 N M22d M4= (2016.12)

ro
Hl
ro
0%t
o
=
re
-
Y

(Zne

ral

)

qF (2001) “ErRPERASA S AL TAAEA, AT A3
=273, pp. 13-20.

AL, oltﬂﬂ(zool) “BIRPgERAslol A AlE4go] BagRe] F&Ae] e
P, T Ae ®4, ., Vol 7, No. 2, gh=ia-8a-1¢.

A15(2007), “2J3H9]7] o] FI W A HrE” THASIAE, A55743,
pp.301-303.

0]55(2005), “Fa=o e 3 9 HYH|E EFAA: EH AHE FHSR)

Fogl= Al g5 , A5SE, pp. 35-55.

=2-39(2012), TRt=o] SEE A,

TSATHZ(2004), LT Ak R HEFo|eF FAIAL” AR, Al0d
A4z, t=S3 SedAATH

Adler, Gustavo, Pedro Castro, and Camilo E. Tovar (2016), “Does Central Bank Capital
Matter for Monetary Policy?” Open Economies Review, Vol. 27, pp. 183-205.

Bernanke, Ben S. (2003), “Some Thoughts on Monetary Policy in Japan,” Remarks by
Ben S. Bernanke, The Japan Society of Monetary Economics.

Bindseil, U., A. Manzanares, and B. Weller (2004), “The Role of Central Bank Capital
Revisited,” ECB Working Paper, No. 392.

Buiter, Willem H. (2008), “Can Central Bank Go Broke?” European Institute, London
School of Economics, and Universiteit van Amsterdam and CEPR, p. 8.

Cargill, Thomas F. (2005), “Is the Bank of Japan’s Financial Structure an Obstacle to
Policy,” IMF Staff Paper, Vol. 52(2).

Carpenter S., J. Thrig, E. Klee, D. Quinn, and A. Boote (2013), “The Federal Reserve’s
Balance Sheet and Earnings: A Primer and Projections,” Working paper, Board
of Governors of the Federal Reserve System, September.

Christensen, Jens H. E., Jose A. Lopez, and Rudebusch Glenn D. (2015), “A Probability
Based Stress Test of Federal Reserve Assets and Income,” Journal of Monetary
Economics, Vol. 73, pp. 26-43.

Clarida, Richard, Jordi Gali, and Mark Gertler (1997), “‘Monetary Policy Rules and
Macroeconomic Stability: Evidence and Some Theory,” NBER Working Paper,
No. 6442.

Clarida, Richard, Jordi Gali, and Mark Gertler (1998), “Monetary Policy Rules in Practice
Some International Evidence,” European Economic Review, Vol. 42, pp. 1033-1067.

Dalton, J. and C. Dziobek (2005), “Central Bank Losses and Experience in Selected
Countries,” IMF Working Paper, 05/72.

Ernhagen, T., M. Vesterlund, and S. Viotti (2002), “How Much Equity Does a Central
Bank Need?” Sveriges Riksbank Economic Review, No. 2.



0
ro
0%
=4
A
o
ofm
Jon
ox
12
Ho
Ol
(=Y
™
w

Federal Open Market Committee (2013), “Minutes of the Federal Open Market
Committee,” March 19-20, 2013, p. 8, December 11-12, 2012, p. 8.

Fry, Maxwell J. (1990), “Can a Central Bank Become Insolvent?(Unpublished), Fiscal
Affairs Department, International Monetary Fund, May.

Fry, Maxwell J. (1993), “The Fiscal Abuse of Central Banks,” IMF Working Paper,
WP/93/58.

Fukui, T. (2003), “Challenges for Monetary Policy in Japan,” Speech to the Spring
Meeting of the Japan Society of Monetary Economics, 1 June, 2003.

Goodhart, Charles A. E. (1999), “Myths about the Lender of Last Resort,” International
Finance, Vol. 2(3), p. 348.

Greenlaw, David, James D. Hamilton, Peter Hooper, and Frederic S. Mishkin (2013),
“Crunch Time: Fiscal Crises and the Role of Monetary Policy,” NBER Working
Paper, No. 19297.

Ize, Alain (2006), “Spending Seigniorage: Do Central Banks Have a Governance
Problem?” IMF Working Paper, 06/58.

Jacome, L. (2001), “Legal Central Bank Independence and Inflation in Latin America
During the 1990s,” IMF Working Paper, 01/212.

Klih, Ulrich and Peter Stella (2008), “Central Bank Financial Strength and Policy
Performance: An Econometric Evaluation,” IMF Working Paper, WP/08/176,
pp. 18-38.

Martines-Resano, J. (2004), “Central Bank Financial Independence,” Banco de Espana
Occasional Paper, No. 0401.

Mishkin, Frederic S. (2013), “Exit to what?” Geneva Reports on the World Economy,
Vol. 15.

Neumann, Manfred J. M. (1996), “A Comparative Study of Seigniorage: Japan and
Germany,” BOJ Monetary and Economics Studies, Vol. 14(1).

Perera, A., D. Ralston, J. Wickramanayake (2013), “Central Bank Financial Strength and
Inflation: Is There a Robust Link?” Journal of Financial Stability, Vol. 9(3), pp. 399-414.

Robinson, David and Stella, Peter (1987), “Amalgamating Central Bank and Fiscal
Deficits,” IMF Working Paper, 87/73, p. 2.

Rudebusch, Glenn D. (2011), “The Fed’s Interest Rate Risk,” FRBSF Economic Letter
2011-11.

Stella, P. (2005), “Central Bank Financial Strength, Transparency, and Policy Credibility,”
IMF Staff Paper, Vol. 52(2), pp. 335-365.

— (1997), “Do Central Banks Need Capital?” IMF Working Paper, 97/83.

Stellar, P. and A. Lonnberg (2008), “Issues in Central Bank Finance and Independence,”
IMF Working Paper, 08/37.

Sims, C. (2001), “Fiscal Aspects of Central Bank Independence,” Working Paper,

Princeton University.



HE AT M2o® M4ES (2016.12)

o

ra
H
ro
0%
X
=
2
1
I

144
Sweidan, Osama D. (2010), “Central Bank Inability and Taylor Rule in Developing

Countries,” International Review of Economics, Vol. 57, pp. 395-409.
(2011) “Central Bank Losses: Causes and Consequences,”

Asian-Pacific Economic Literature, pp. 29-42.
Vaez-Zadeh, Reza (1991), “Implications and Remedies of Central Bank Losses,” in

Patrick Downes and Reza Vaez-Zadeh (eds.), The evolving role of central banks,

IMF, p. 72.
Williamson, Stephen D. (2014), “The Balance Sheet and the Future of Fed Policy,” Open

Economies Review, Vol. 25, pp. 163-170.



(F= Forward Looking Monetary Policy
Reaction Function®] =&)

Clarida et al. (1998)¢] 2|3l =oto3L o] Er} W Al A

© A2 2
= HlEe] E7F & @A At #EE dE EWE AT oS 24T
Tt*:;+/8<E[7Tt+n,|“(2t]_W*)+7(E[yt|0t}_yt*)

AZIA r* = TF2HY FAFREFY, r = AVHFEETEY, 1. 1]

o
i
bj
*
1l
3
“*
+
®
&
3
+
5
o
< |
If
3
+
ﬁ*
O
o
o
Ol
o
2
>
X
¥
)
N
N
o
u

rrt = rr+ (G- 1)(E[7Tt+n,|‘Qf)_ W*)+7(E[yt|0t} _yt*) (D

2] (l)oﬂ =2 T’Tt*ET’t*—E(WtJ”JQt)Q}' EEF_W*% st &
0 = T B 0 = gy~ B RSB A 2

Tt*:a+ﬁE[ﬂ—t+n|‘Qt]+7E[xt|‘Qt} (2)
of W FFeae Felrgol AUHOR ool Aoz Aystu
re == p)r S +pr,+r, 3)

4 3s A % AUSHE hea 2o BIAYANIHSS ALt
T = (1 _P)Oé+ (1 _P)ﬁE[ﬂ'tJr,,JQt] + (1_p)7E[xt|‘Qt} +por Ty 4

S, AR FEHANSES 2 Aolt Bl AEo] WY ggke 7o
7] ol 9ER o2 MA FOE thASk: thAl AA Ft ARG Hol2
oxo] ZFAZ AL olgdth F A @ol the AL st



146 st=2d ZAxAR o 223 M4 (2016.12)

E(ﬂ-t+n‘9t) = 7Tt+n,+E(7Tt+n|Qt)_ﬂ-t+n

E(ﬂ—t+n|‘(zt):xt+E(7Tt+n|Qt)_xt
Tt:(1_P)0‘+(1_P)577t+n+(1_p)7xt+m“t71Jrgt (%)

dett olnf A2 7kt AbEo] BT dSeatel oA expe] A9

o

Agoltt.
& =— (1— p)ﬁ(ﬂ—f,‘l“n - E[ﬂ—t+n|‘9t]) +7(xt - E[azt|(2t})+ Vy



oft
02
ro
0%
=4
A
o
ofm
ton
ox
12
Ho
Ol
(=Y
W~
-3

Central Bank Losses and

Monetary Policy Implementation”

Yongho Lee”, Youngman Yoon

In theory, central banks never experience losses because of seigniorage during
implementation of monetary policy. However, in reality, a considerable number of
central banks, mostly in developing economies, frequently face losses or even fall into
a situation of minus capital due to quasi-fiscal activities or massive sterilization
operations. Since the global financial crisis even the central banks of the advanced
economies are concerned about their financial situation and latent risk.

There have been arguments that monetary policy can be affected by central bank’s
financial situation. Central banks can not issue money indefinitely because of the limit
of money demand, concern about inflation and their credibility. Expansion of money
may eventually decrease seigniorage. Papers studying monetary policy or central bank
behavior assume that central banks suffering financial problems tend to prefer expanding
money and lowering interest rates in a bid to recover profitability.

In this paper we examine if the Bank of Korea’s stance in monetary policy was
affected by its financial situation, using monetary policy response function. Our study
shows that the losses of the Bank of Korea did not affect the monetary policy
implementation. This result seems to be due to increased responsibility and transparency
of the inflation targeting system and the Bank’s expectation of quick reveral in macro

economic situation along with little attention of the public and the press.
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