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afterwards, largely owing to a lessening of uncertainties related to the US presidential election

[Monetary Policy Operating Conditions]
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and the services industries in particular, weak-

increased centered around infrastructure and
real estate, and consumption improved.
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recovery, influenced for instance by the resurgence of COVID-19, and the adjustment in
construction investment continued. However,
exports rebounded significantly thanks to the

Between September and October, the interna-

economic reopening in major countries, and

tional financial market saw stronger risk aversion

facilities investment improved. As a result, real

due to the resurgence of COVID-19 in major

GDP in the third quarter increased by 2.1% com-

countries, but investment sentiment improved

pared to the quarter before.
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and progress in the development of COVID-19
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3 Consumer price inflation showed increased
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Employment remained sluggish. After Septem-
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employment-to-population ratio also fell slightly.
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Incheon), and in the rest of the country (mainly
in metropolitan cities), while leasehold (jeonse )
deposit prices also rose at a higher pace in both
Seoul and its surrounding areas and the rest of
the country.
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4 In the domestic financial markets, long-term

5 Household lending increased at a much fast-

market interest rates fluctuated in September,

er pace, driven by demand for funds for stock

influenced for instance by concerns over the

investment and for living expenses in addition

excess supply of bonds related to the govern-

to increased housing-related demand for funds.

ment’s additional supplementary budget, and

Corporate lending continued to grow, led by

the Bank of Korea’s announcement of a plan to

lending to small and medium-sized enterprises,

expand outright purchases of Treasury bonds.

due to COVID-19-related fund demand and to

The rates then rose after October on improved

support from the government, the Bank of Ko-

major domestic and international economic

rea, and financial institutions.

indices, a lessening of uncertainties related to
the US presidential election, and expectations
for development of COVID-19 vaccines. Stock
prices soared after November on a shift to a net
inflow of foreign stock investment funds and improvements in investment sentiment at home and
abroad. The Korean won/US dollar exchange
rate declined on the strengthening of the yuan
and global weakening of the dollar, as well as on
the perception that the degree of strengthening
of the Korean won had been relatively limited.
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[Conduct of Monetary Policy]
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them, are as follows.

Notes: 1) Month-on-month.
2) Based on banks.
Source: Bank of Korea.

At the October meeting, the Board decided
to leave the Base Rate unchanged at 0.50%,
considering that it was necessary to monitor
the effects of the monetary and fiscal measures
taken so far, the development of COVID-19 at
home and abroad, and subsequent changes in
financial and economic conditions, as the slump

resurgence of COVID-19, and the adjustment

fiscal policy stance was being strengthened

in construction investment continued. Going

under the accommodative financial conditions

forward, the domestic economy was likely to

amid high uncertainties surrounding the growth

recover gradually, led mainly by exports and in-

path. It was expected that the economy would

vestment. GDP was projected to grow at slightly

recover gradually, led by exports as the slump

below -1% in 2020 and around 3% in 2021. It

in exports eased, although consumption was

was forecast that consumer price inflation would

tepid, affected by the resurgence of COVID-19,

remain at the low- to mid-0% level for some time

and the recovery in facilities investment was

and then moderately increase to around 1% in

subdued. However, it was judged that uncer-

2021, owing to improvement in the domestic

tainties surrounding the growth path were still

economy and the base effect of international

high due to the spread of COVID-19 worldwide.

oil price declines this year. In the meantime, the

Consumer price inflation had risen to around 1%

Board saw a need to closely monitor the effects

in September, driven mainly by a large increase

of the government’s housing and macropruden-

in the prices of agricultural, livestock and fishery

tial policies and consequent changes in financial

products due to severe weather conditions. It

stability conditions, as housing prices in all parts

was forecast that consumer price inflation would

of the country continued their upward trends,

run at the low- to mid-0% level for some time,

and the growth in household loans accelerated.

reflecting weak demand-side inflationary pressures and prolonged effects from the drop in

8 The Bank of Korea is using various policy in-

global oil prices. From the financial stability per-

struments to promote stability and smooth cred-

spective, household loan growth had picked up

it flows in the financial and FX markets.

and housing prices continued on an increasing
trend in all parts of the country.

The Bank increased the total ceiling on the Bank
Intermediated Lending Support Facility by 8

At the November meeting, the Board left the

trillion won from 35 trillion won to 43 trillion won

Base Rate unchanged at 0.50%. The Board

on October 5 to support SMEs and small busi-

judged there was a need to maintain the current

nesses whose financial difficulties had been ag-

policy stance as uncertainties surrounding the

gravated by the resurgence of COVID-19. Spe-

growth path remained elevated, regarding for

cifically, the Bank provided 3 trillion won of new

example early vaccine rollouts and the develop-

funding to support small businesses affected by

ment of the global spread of COVID-19, although

COVID-19, and increased the ceiling of the ex-

expectations for an economic recovery were

isting program that supports SMEs affected by

heightened as the development of COVID-19

COVID-19 by 3 trillion won. In addition, another

vaccines reported better-than-expected results.

2 trillion won was used to increase the ceiling of

The Korean economy continued to recover at a

the program that supports facilities investment

modest pace overall, but showed varying move-

of startups, of businesses that create jobs, and

ments by sector. The improvement in exports

of material, parts and equipment businesses, all

continued and facilities investment had started

of which can act as growth engines of the Kore-

to recover, led by the IT sector, while the recov-

an economy and contribute to employment.

ery in private consumption was slow with the

v
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in exports was easing and the expansionary
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Programs under the Bank Intermediated Lending
Support Facility

Outright purchases of Treasury bonds1)
(trillion won)

(trillion won, %)

Ceiling
Program

Before
After
adjustment adjustment

Interest
rate

Date

Amount

Date

March 20

1.5

September 242)

Amount
2.0

April 10

1.5

October 28

1.5

July 2

1.5

November 272)

1.5

August 31

1.5

Total

11.0

2)

Support Program for Trade
Financing

2.5

Support Program for New
Growth Engine Development
and Job Creation1)

11.0

13.0

0.25

Notes: 1) As of the end of November 2020.

5.5

5.5

0.25

Source: Bank of Korea.
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0.25

The Bank extended its Corporate Bond-Backed

10.0

13.0

0.25

-

3.0

0.25

35.03)

43.03)

-

Program for Stabilization of
SME Lending2)
Support Program for Regional
SMEs
Support for SMEs Affected by
COVID-19
Support for Small Businesses
Total

2.5

0.25

2) C
 onducted at the month-end according to the plan on the
expansion of outright purchases of Treasury bonds.

Notes: 1) T he Support Program for High-tech and Other Start-up

Lending Facility again by three months to February 3, 2021, in consideration of the continuing
COVID-19 pandemic and the still high financial and economic uncertainties at home and

SMEs was expanded and reorganized as the Support

abroad. It also continued to support the credit

Program for New Growth Engine Development and Job

market through an SPV that manages purchas-

Creation (September 2017).
2) Includes the support that had been formerly provided under
the Support Program for Facilities Investment.
3) Includes reserves of 0.1 trillion won.
Source: Bank of Korea.

es of corporate bonds and commercial paper,
including lower-rated ones, established to stabilize the credit securities market. The SPV purchased 2.2 trillion won worth of corporate bonds

In addition, the Bank of Korea announced a

and CP as of the end of November 2020.

plan to expand outright purchases of Treasury
bonds to a total of around five trillion won from

As part of its efforts to secure new policy instru-

September to the year-end, as a preemptive re-

ments for FX market stability, the Bank of Korea

sponse to any possible mismatch in the supply

launched a new facility under which it supplies

and demand of Treasury bonds and consequent

foreign currency liquidity through transactions of

expanded volatility in market interest rates. The

foreign currency bond repurchase agreements

Bank purchased Treasury bonds on three occa-

in competitive auctions. This facility will be ac-

sions, in September (2.0 trillion won), October (1.5

tivated when necessary in reflection of foreign

trillion won), and November (1.5 trillion won), with

currency market conditions.

total purchases amounting to 5.0 trillion won.
9 The Bank of Korea activated an emergency
monitoring mechanism in cases of heightened
market volatility and closely monitored developments of COVID-19 and their possible impacts
on the domestic and foreign financial sectors
and economies, as well as changes in financial
and FX market conditions after the Bank’s market stabilization measures. The Bank held a Fi-

is expected to recover moderately. Although

ing during the Chuseok holidays in October to

the recovery of private consumption is predict-

monitor financial and FX market developments

ed to be slow due to the continuing domestic

induced by domestic and overseas risk factors.

resurgence of COVID-19, facilities investment is

In another meeting in November, it reviewed the

expected to continue to increase and construc-

reactions to and the impacts of the US presiden-

tion investment to turn to positive growth. There

tial election in the domestic and global financial

is a high level of uncertainty surrounding the

markets.

growth path. The upside risks to growth include
an early supply of vaccines and treatments for

The Bank continued to preemptively identify

COVID-19, additional fiscal stimulus at home and

potential risk factors within the financial system

abroad, and an improvement in the global trade

and to carry out related early warning activities.

environment. Among the downside risks are an

In the September Financial Stability Meeting, the

accelerated spread of COVID-19 at home and

Bank examined how the changes in real and fi-

abroad, a delay in the semiconductor industry’s

nancial sector conditions brought on by the pro-

recovery, and rising tensions between the US

longed pandemic could affect Korea’s financial

and China.

system. In mid-October, it also resumed the joint
examination of financial institutions, which had
been suspended after the coronavirus outbreak,

Economic growth outlook1)2)
(%)

and monitored current issues and potential risks

2019

including COVID-19-related financial support
and loan soundness management.

2020

Year H1 H2e Yeare H1

2022e

H2 Year Year

2.0 -0.7 -1.4 -1.1 2.6 3.3 3.0

2.5

Private consumption 1.7 -4.4 -4.1 -4.3 2.9 3.2 3.1

2.5

The Bank of Korea also continued to strengthen

Facilities investment -7.5 5.6 5.7 5.7 4.9 3.6 4.3

3.2

the multi-layered financial safety net, by expand-

Intellectual property
3.0 3.3 4.2 3.8 3.8 4.0 3.9
products investment

3.7

Construction
investment

-2.5 1.7 -2.9 -0.7 -1.8 2.6 0.5

2.1

Goods exports

0.5 -2.9 -0.4 -1.6 9.3 1.9 5.3

2.3

Goods imports

-0.8 -0.9 -0.3 -0.6 7.5 4.5 5.9

3.2

ing its bilateral currency swap arrangements
with major central banks. In October, it renewed
its currency swap arrangement with the People’s
Bank of China, enabling a more stable supply of
sufficient foreign currency liquidity by increasing
the amount and lengthening the period of the

GDP

2021e

Notes: 1) Year-on-year.
2) Figures are the forecast as of November 2020.

agreement.

Source: Bank of Korea.

[Future Monetary Policy Directions]

Consumer price inflation is forecast to record
0.5% this year, driven by weaker demand-side

 A look at the outlooks for growth and inflation

inflationary pressures, greater downward pres-

is as follows. It is forecast that GDP will record a

sures on inflation from government policies

growth rate of -1.1% in 2020, 3.0% in 2021, and

and lower-than-last-year international oil prices.

2.5% in 2022. With the slump in goods exports

However, it is expected to pick up next year to

gradually easing and fiscal policy remaining on

around 1.0% as the effects of lower international

an expansionary course, the domestic economy

oil prices dissipate and the economy improves.
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nancial and Economic Conditions Review Meet-

Core inflation excluding food and energy pricviii

es is forecast to increase from 0.3% this year
to 1.0% next year. Upside risks to prices include stronger economic improvement due to
COVID-19 vaccine development, and a faster
rise in international commodity prices. Among
the downside risks are a weak economic recovery resulting from a coronavirus resurgence and
a larger appreciation of the Korean won.

Inflation outlook1)2)
(%)

2019

2020

2021

e

2022e

Year H1 H2e Yeare H1 H2 Year Year
CPI inflation

0.4 0.6 0.5 0.5 0.7 1.2 1.0

1.5

0.7 0.4 0.3 0.3 0.7 1.3 1.0
Core
inflation CPI excluding
agricultural
0.9 0.6 0.7 0.7 0.8 1.2 1.0
products & oils

1.3

CPI excluding
food & energy

1.3

Notes: 1) Year-on-year.
2) Figures are the forecast as of November 2020.
Source: Bank of Korea.

 The Bank of Korea will continue to conduct
its monetary policy in order to support the economy and stabilize consumer price inflation at the
target level (2%) over a medium-term horizon,
while paying attention to financial stability.
As the recovery in the Korean economy is expected to be modest and inflationary pressures
on the demand side are forecast to remain
weak, the Bank will maintain its accommodative
monetary policy stance. In this process, it will
thoroughly assess COVID-19 developments,
their impacts on the financial markets and economy, and changes in financial stability conditions
such as household debt growth.

