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January 6, 1988 

Mr. Baumgartn_er: 

Lao ·P.D.R.--Staff Report 

I am attaching my colleague's 
comments with which I am in 
agreement. 

cc: Mr . Neiss 
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CLQ/LAO 
colaoleh, 1/4/88 

Lao P.D.R.--Comments on Draft Staff Report 

The report is succinct and very well written. There are a few 
areas ., however, where the reader would benefit from a somewhat more 
detailed discussion • 

. 'E"S1:, ·ttnr~part: paints to the large increase in credit and money 
during the last year (with the liquidity/GDP level doubling). While 
noting the difficulty of predicting appropriate rates of expansion of 
credit and money while some of the reforms are working their way through 
the system, the staff rightly calls for a strengthening of financial 
programming. The reader would be greatly helped if this recoamendation 
could be tentatively quantified, even in broad terms. 

A rather puzzling development is the appreciation of the kip in the 
parallel market in recent months at the same time as the balance of 
paym~t• is deteriorating. What is the connection between the official 
and parallel markets which makes this possible? Also, given the 
rather weak outlook for the balance of payments over the coming three 
years, it is somewhat surprising that the staff regards an exchange rate 
close to the current parallel market rate as appropriate. 

A further elaboration of the assumptions underlying the medium-term 
scenario would also be useful. In particular, while the footnote on 
p. 19 mentions that public investment is assumed to be cut back for any 
shortfall relative to the Plan's public ·savings · target, the current 
account deficit is projected to increase by about one third over the 
next three years. It would be useful to spell out the assumptions which 
underlay the projected weakening of the saving/investment balance of the 
nongovernment sector. Also, we would suggest that the last sentence of 
this section be turned around to put the emphasis first on the need for 
adjustment, including the promotion of exports. 

Finally, although the report states on p. 7 that the discussions 
with the authorities focused on recent reforms and on additional 
measures needed to formulate such a program, the reader often remains 
unsure of the implications of the reform measures introduced so far and 
of other measures which should be taken. In particular, it would be 
most helpful if one could spell out in more detail what the additional 
policy measures are, which according to the staff appraisal (p. 23), 
will be the main issues in further discussions with the authorities on a 
program for a SAF; and also what an alternative "adjustment" sc"enario 
could look like. 

The following specific comments may also be of use. 

Page Sa. A brief explanation of the sharp swing in the balance of 
payments on services with the convertible area would be useful. 
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Page 23, top. The recormnendation in ~he first sentence remains 
very incomplete without some indication of what import licensing itself 
sh~uld be based on. One should presumably build up, in that respect, 
the recormnendation to liberalize the trade regime. 

24. The recommendation -for the cycle should be changed to the __,.---
standardized language: 

. ,l , •' 

It is reconmended that the next Article IV consultation be held 
within 24 months in accordance with the bicyclic procedure • . 

., 

.. 
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.July HI, l98 7 
2. /1 0 

~AFT Al<TICLE FOR Il'IF SURVE'i UN llPIJ)• 5 Yl~IT TO KORFA 

JIIF DPputy 1'1an•ging Di.rector Richard D. E r b and Korean Finat"lc., 

l'linister Il Sak,:lll'lg del:avered lt.eyr,ote 'lpeect,.,.._ .at a c:erRlllOn!,I 

~---•~ing the closuv-e o~ the IMF Officie in Se<Mll on July 1~, 

pres1dent af public f'i~ial institul1ons, chai..,,..n of traoo 

as50C:&ations, official~ of thf!o foreign bal'll<eY"s as'iociatior~ ¼ ( 

the -tNs....,.dors of' the United St;.i,t..s ..-.d Denaark, arid ,-.r. ~ 11 6--✓ __ ,. 

Rye, E••~utive n;.--,tor- for the corr.stituericy ~ppre,.entil'lg Korea r 

Ni in i<nrea r.1..ce 19b<lt. 

I 

a and bi rt h o f a root her i ri KO>"•a • ,a ec-onoa 11:, h j s tor-y. He c:itecj 

, .. ICo.-..a. St.and-by 

r c-onr-1 l 

IC 

int rnal1on.d f'1nanci,d aaa..-ket,... Seeor,d, the ann n l t.olaons 



------------- ___ ..,_ --------- -- - - - - ------ ~ 

were seen as a 111Pan,; to ~1odically ewamine Korean ecC1"10m1c policies 

with the input of the 1Mf"w result•ng in a •richPr menu of policy 

opt 1.:>n'>• • Ttn rd, the assistat"lc-e of tec:hnical o,,cpert-s .:>n """"'tr-al 

bank1r,g and public finano, .. e~ viewed as enablirig ~r2a to benrf':it 

frsoN experi@r.ee in other countr-ies and •o i•ple-nt p-olic1e.. in the..e 

Fourtah, IMF Residerrt Represet"ltati~ wer-e 

er-edited with facilitating a continuous dialogu~ bet~een the I~F ~nd 

Kore,a •ntl pro-,tuwg <1 d..epe.- appr.-ci.ation of' t<.orean Pcononoic policies 

and con..t,·a:n,t,._ Jn addi'l:1.on, ttle N1.r1J.ster al..o cited 1.h., ,•c:,le of 

the TNF ~s an arbitrator- 1n bilatt::!l"al disagre&!HEnt~ among -ber 

He villuad the UIF as •• 

for.- undei- Nhic-h the question!5 1......,oh1ed could be exa•~ n@!d on thei.r 

techr,ical m.,.r,1.s 1ly a neutral ,:;t..aFf. ·• 

In SWltw the MinistPr charac1:el"'izec:I the contribution of I.tie 11'1F 

to Korean ec-ol'IO•ic develop19ent a~ •beyond Measure•• Without !Mr 

SdllJ'"l"t, he belleved t..-...t "t<orea may ftM h.ave .ad.J"Sted a!! .-apidly anLI 

effectiv~ly--. it did to a volatilP e-tPrnal environment., thus 

pr-ese.....,H>Y the basis f'or f'uture -noninfla'l:lon...-y g,-owth. • 

Tul"nil'lll to current eror.o11ic policies;, I.he Ninjste,· st.at.eel U,at 

the pri..ary goals □f the Sov,a,r~t continued to be th~ maoi~tenance 

of' price stal:> i lity1 the achieve_..,t of stable §Y"OW~h to provide 

a~• h~ ....,ployment oppo.-1:uni 1. i es, -.ncl -the c□l'ltin-.ous in1pl"OYelllent 

~~ distributior, and social 110elfare. ~o these three goals, he 

added a foW"th. namely, the comail'1ftlent of the exter....,J su~plus to a 

level co.....,.lsterrt with reductions an the external debt and •ith an 

accwnulation of internatio..,..1 re5eW'Y&l!S Ol"lly to the exte-nt n-ar)' 

to keep pa~e with the level of i•ports. 

Go-vef",_nt•s 1o11:illingne'!<s to take 

4§3t ! 



obJect.ives a,nd t.o respond pO§itiv<>ly to propos,&ls tor inc:-naa21n!J 

In hi~ speech, Deputy Managing Director Erb stated that during 

tra-,,sfow-nM>d froa .an underdl!',reJoped econonry to onl? ot the aos.t oyna•~i: 

1ndo!itrii1li;dng countrieli 1n the ooorlcl. 
l-4e attributed this 

statPCI. He c.,_.nded the 1'.o.-..,al'l a1Jthor-ities fo<r t.al-<ing t.unely arid 

ease C01"1t"°ls on both 1~ and o>1tward d:i..roc::t Hwest~-

cont:rols o1-nd ~uctions u, thl" level nf the -ternal dRbt, the 

syste• atld to ~tablish a national pensiori 5Cl'lene, both 1.uttiil" 1;hc 

Morc<!Vi!W", Mr. Erb cal led o,, 
fr~rk of JW'udent budgeta..-y pol ici.,._. 

Korea to further- contribute to econonaic develo~nt in nther
0 

'"'1Ch 

poorer countries through the increased operiiriu of Korea's •.-rlu.!ts to .. 
deY•lopil'l!I coul'lt.ry exports and through a.n iricrea-;ed c~itnl!!'f'lt to 

-

0 

,, 



HI? notad t~t cour,tr1es in Asi .. at'ld LatH1 Asu1D"1ca have already 

eKflll""'Ssed interest 1n obtaining proJect aT~ im!)0rt financing fw-o,a the 

E~a.11c coopm-.&t ~on lk>....elupcwent Fund. es-tabl ished by t<ore"' .u, -r ly 

1~7 to p .. ovtde long- terw concess:s.onaJ loans to developing c::C>"'ntr1es. 

Jn the ,_ ~tage of t<orea•s relat:ioni. Nith the IMF, Mr. Erb 

"I_.,.. a widll'I" ..-ale fOf" Korea. l<ore .. -• dPeffll."CI to bP 

of f i naw,cing rattier -thi!ll'I a 111aJor user of- f"Ul'ld r..-,uurc:e!!o 1" th• 

f'uture. Moreover, Korean expertise r,hAll be d.-awr, ur,on 1n itS'-i .. ting 

resard, Mr. l:.rb noted thilt ;a n-b~ or Korean of'fic-,als had ueen 

rerer,l;ly enrolled 1n the l"~•s panel~, e~p"'1"ts for cer,tral bankin 

al'lcl taxat1Dl"I. 
ltoro !JPftta!'rdlly, thP recent t<c:re.i.n e1eper1ence !,,hall 

-.e.-v as • source for insight& into ""u~esiaful P-.t.crr,al aclJust •nt 

pol1c1 within ~he oonte-.t of su..t••l'M!!'d .,...,th. 
~fter the s~he<., l't1n:1.ter Sakon1 pres,entltd a i:,a1nt:1ng 

antitl<!!I.I ~F.--i...nd!5tnp~ tJy l<ore.-. _.-ta.st Min-Sulc Ju as a c()IIIW?'l1IOr' .. t1ve 

91ft to the lnte.-r.at1onal l'lo.....t-ary F"nd. He also presen-led t.oo 

pl~1.1es. TlN, first, add......,.sed to ~gu,g Direct.or l•h.chPl c.-ie-,.e;us, 

e,cpre5&e5 ttHt Goverrnent of Kn.-ea• ~ •deep app..-eciat. iun for -the? 

invaluabl11 cotrtribut1ori of the Resident ~pre,;entat•vl!!!I oF the [MF tn 

eronoa1c -rwg.-nt 1.n Ko,rea" ~ ••steadfast twp• tt,.at the cl01!4! 

~ betNef!'l'I ~- .. rx.1 the 114F. "'"ich haive beer, forged by dec.-..J s of' 

CUOpet"ilt 1CTl
1 

sh.all f lcurish in the years ahead.• Th"' second pl.que, 

add.-ei.SE:I to Mr. Roy C. Baba01, tne 1.,...1: JNF !lesid.mt Reprec,entat i 

.;ta•-- in part that .. :i,th 1.ns-i.gt,t into Kol"E!M> economic pol ,cies and 

development .. gained fr.- a unique v,...,ta!II! point, "you have ;added an 

iftl1PprY1dent po;nt of" vi..,... to cur ecoYoO■ic debdte .and pr-oaoted a 

dl!eper understanding in the IMF" of our ohJectives and a!op.i.-.. tions. ~ 



At: tl'1e clo-!H! of t:he c::£'.-e,.oh.1es, Mr. Erb pre!ili'~ted tt,e 

Sove.......,....t nf Korea with a co-.-.ata.ve pla.que to honor thv 

Technica,,J Adv1i.ors am ~ident Representatives who had served ir, 

IU>r-ea- ),.,;era.bed 

i:.n--en~f, n. 

X. Vonya;..athorn, 

V:allan...eva, and 

• 

plaque _.. .. the -fellowing -.es: J. 

Ki1nesa-Th<11!Mln, S. A. l>oaY1dit:, Ill. R. P. 5.tlg.ado, 

A. Hook,.., W. l'l.ahler, V. Sundara,r-aJan, D. 
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I am pleH&d and honored lo hav, !his opportunity to ,ay • hl'I 

v.ntd• this eveni111 to commomout• th• r111,ue uf Lha l'.1F Kore■ 
Koldant ltepraH11t1tiv• Ofnce, I would I kt, nr t or all to 

1,;proc ■ my most h1111\lul ;r1titude to Mr. Erh, our 1tu~1l al 

hQnor, and wl•n to our ull,er,1uuh who hav• C""'* to c:tlebr~l• 

t111a cp1d1I or~u;on with u, 1,en in Seoul. 

Alter 20 y .. u 'lf Invaluable suiJcnce, tupp~rt and nrvka tl-e 

formal dcp■rtur1 of th'- IMF lror,1 K~ru m,rk, tht ind ot All era 

In Koreo'• history. For many of us present htr• t~d•:f• thi• I• • 

blllc1swnt ocuslon. It 1, much Ike lu1in11 • loy3I Irland Ju•t 

wloc:l a hard-fa1111ht battle arpeara lC be ~u, .. We cannot halp 

but think b ■ck with warm rulln1s 011 all the cndovor• 

accomp lt~l,ed 1u"u■f1.lly with th• h,:p of our lrl4111J, 1t th• IMF. 

In this reiiard, Lio• IMF can bo ]u,tly pro11d , u we ■II ■ re l:crc In 

Korn. or thi~ nnllon'~ tem■rk,bl1 1conomit ach1tvements 

Al th• um~ 1·,me, u,.,c I, e111n for ul1br1thn, 11nct the 111d of 

on• are mun, the birth ol • new one, I am ,onfldP.nl th1\ the 

partncuhlp curran1ly ululns l,<tw••" Korea and tf•• IMF will Ile 

both altcn11th1n1d anti d 1pened u wt work 1011:elh., lo fau 

1,cw ch•llencu in th• h,tur• 

IMI' (;ONTRIBUTION TO KORE.A'S Ol!VELOPMENi 

Tha IMP''• contrlbutlon to Kart•n 1conotttlc d~veloprn•nt hn 
t,un lmialuable. 

DurlnJ th• lut two dacadH. the IMF aupported ■dJu,tment 

program• in Korn with stand-hy •1r11mcnh, tl·,e lut of which 

uplrtd onl:, four n1onth, •110. Th• worth Df th•se ■1rumcnll 

went be)'ond the v•luc of th• nn,ncl•I amo11htt lnvolY■ d. rho 
pru~!Jed 1 1uldln1 lramowork .undu whlth ronfllttlr11 domestic 

dalms on rcunir"' could be rcconcil1d with oupply Mar1over , 

by pru,lul111 an lnd1p1ndcnt ,fflrmetion or 1t11 iinvarnmant'• 

resolv■ to puroue su5141n1bl1 aconomic 3011, with prnrl•~t 

pcllclu, then •iree •)1ent1 racilltntcd our auu• to lntunalinnal 

rapltal markets by boliauinl( \nt1rn1tlanal conndence in Karn. 

Th• anrn1RI r.on111Jucton dls::unhm• l,ctwit,n the Kornn 

111vernmant and 1k1 IMP hav1 also bun a 1uldlna inOuenc, ov~, 
the t<o,un tconarny 1 hue con!UltltlOI\S hav1 pru~IJ1d •n 

opportunity to pulodlc•lly tklmlne Ko"ftn ttonomlc policy with 

th• Input of knDwl1d1Hbl, and obj1ctlvc IMF uraru . ihe result 

h•• boo11 a rlch,r menu of pol'cy options 

In line with thue 1:1111p1nllYo u1111~ltatloni, the IMF on nver•I 

oceulon, t1r11vld!d techn1c1I 111p~r11 l11 111cfi aru, ., ocnlral 

bankln1 a11d tautlnn at the reqUHt of the Korun acwernmenl, 

With lh• a11ldanc ■ or these ,xperu. th• Korean 1ov1rnmc11 t had 



) 
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pTH41'111n1 th• bu l• lttr lutun nanlnll■tlon■ ry •rowlh, In lhll 

r111rd. the Kornn iinu~rnm1n1 and people Y,III not for1et lh• 

~upport and 11uiclanc• provldad by th• IMF rturlnt lheu pa~t 

lw■nty yuru. 

KOREA'S CURRl:NT ECONOMIC POLICY DIRECTION 

flt this Jurictur•, I would Ilk• to tun1 brleny to the browd f•~t11r~• 

of Korn'• c11rrenl 1eonomie policy direct ,on, ■, I bellovo lhe1 
lilustroh not only how Koroa hQ• made aueh remarkable proarau 

Lo J1l11 ~ut alac, where It is hu<l~il In the fotu~. The primary 

economic 1u■I• uf tht 1ovtrnm~nt h11n l,cat1 threerold; firtl, to 

maintain grlc1 •t~lilllty; ncond, to •chievw o •J-lolt ,at<e or rul 

irttwrh 1o1ohirh would prav lda ■deciuatn employmcnL opporh111ll lt, : 

thi;rl , tn ~nnlin111u1e ly Improve Income distribution and socl•I 

welrar•. Thu• 10•;• ren-aln but w~ now n11ri a fttlJrrh ; 1n contain 

our .xhm■I ,urplu, lo • l•v•I consistent with r.du~linr,a In the 

external debt . In thl, regard , lntern1tional ras1rvH will be 

allowed to ri,e only to the o.tent neccuuy to ktcp pace with 

the level of imports. 

The government hu adopted • wid, r,111.1 ur rnea•uru to11,1rd1 

nhie11ln1 then obfectl11u. uupll• the Kuruu •~1momy'1 

vulner■ bilit, ta exurnal ,hocks. If lhe undrrl~lnll' 1trcn1th or tht 

halanr~ or p1~111111u prov1, ta bt 1ruter than ex?ected, tht 

governmt11t ttantit r4!8d!I to supp!ement theu m1n1ur11 W'th 

further po,it,ve •~tion1. I can ny wllh contldanc ■ that out 

opportunities to study 1el1v1nt upul,11.:u In otllu countriu 

thut, e"abllr,I it to ttt•lc• pnllry lmpl1ment1Llo11 more aucccuful. 

011 1 dl(fcrent not&, lrotn tlma to lime 111 the put, blla1u1I 

,wnornlc ,liu1run1onta h111• uiun btttw1e11 Korea ind lu 

tr1dln1 11 ■rtne11. When th"a dl111r11m,nt1 r1l1t1d to 

multllatar■ l l11u11, th& IMF )la, provided • forum under which Iha 

qu~1tlon1 lrwolvtd tOLlld be 11J1•111!11ed on their tcehnlcal merit• by 

a n1utr11 st,rt. In our expulcnti , th ■ IMF !,as been 1n 

1pproprill1 arllitrfttnr, wh01e ttcommandathm, hive urrlcd 

1rcH wei11ht In our ■conomlc Md•lnna . 

rlnell:;, the pro,conci: or the IMF Resident R1prH•n1urva In ~eoul 

for the tut 20 :,c•r• hu med• th• on-101n1 <ll~lnaut between 

IMI' ,~nrr ind Korean o!ficiala on cf11cti11• and contlnuau1ly 

lmprovlnx pro,eu, . In d1y to doy contact. with ollkl■lt at all 

levels In the. v■riou, e,o,10mlc mlnletriet, the IMF R1ald1nt 

R~pr.uenutlve h11 11ln1J a unique unders1ndh,1 or th~ Karon 

ucnamy This broad-baud under,tendina h•• no doubt 

(anl,Jbuud 1rutly toward, pramntlnc • deeptr i,p~r11~latlon in 

the IMF, •• w,11 11 nthu fln■ nclal ln1tltutlon1 abroad, or Korean 

1conomlc pallcle~ mnd the 1p1clflc con1lt■lnt1 WI r~c, , 

Thu, , H car, be Hin, the overall canlril,uU,>n cl tho IMF te 

Koicen economic d1v1lcpmcnt hu been beyond mtHUII . 

Wlthoi.i II 's support, Koru may not have 1dju,ted u rap Idly 

ancl trra~tlval) n It did lu a vol,tilc elltttnal envlrbnment, 



v.temal ;ocljustllll!flt Jlropam will cmphaa;i2e c:0'11i-cl marwt 

op"'~ and the liberaliaticm ol cc,atl'llls an fON!ic11 6<:han&'! 

tl'3nsac:tfans. 

Throur;h Lhtse and elhu policiH. tile JO'ttffllBIOllt of l<orea is 

f"umly cemmitttd laWanls acce111isc C"al4!t' "'SIJ0IIS~ility in 

..temarienal fiaanc:lal inslibJtiiom and the 1lol'l:,I ec.a•m,, 

corrwnaisunle with t e nation's 9trDIII zmwtli .nd t>alance • 

p.ay-,tc po$itmn.. 

CONCL~ 

In tic,"""(, I woalod lil<r t• tonvcl' lo Mr. Erb and t o !he F the 

d«pth <II ffl'/ i:owmment·s gratitu<de lor ils · nva I 

contriboltion ta Kore•'s econonic: lkvei4pmem.. It os OW" hope 

lht the IMF will c;..,t;,..,_, tc> pl.oy a11 irnporta111 role in Kc,rean 

eLDfl9'11ic affalrs. eq,'!Cially :.s ••• e,,11,.,y ~ ta 4tlller ~ 

ranlo:• of 1hr. eeanOll'licaly advanu,d n.ations. We look ra-ard tc> 

u :plorir,g new forms c,f lllllllaal CMl)f'ratioa with tl1r. WCl'latio ~• 

Moaetay Fun<! :lfld I t,..., na dalabt that •• wil ,....pond 

posilivdy lo prapcAl:o made by Y<>!lf cli'ltingµishu •avani.utiDO 

in the f tsture. 

1nali :,ou aU we,:, much for liste11 n~ .and 1 would limo now to 

pro,-se • toast. Let's cmnt ta &JN!arinc fliu11bhip artd ev• 

clcsor lies bl:twoeeri l<oru and t,... 1-atioaal Monetary F1ln.d . 
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TE}(T OF PLAtlUE FOR THE lMF 

.1 .. 1 y lS, 1987 

H..-. Ni. chel C.aDld.,.....,_u!:: 
IC.n:ag i YI!!! D I rect Qr' 

1nte.-national "°1"eta..-y F~nd 

The 6ov~..-~-t of the Republic of Xorea wi..hes to expre5s ~t~ 
dl!t!!p apprectat1on for the in~aluable contribution of the Re~idF>n~ 
RP....-esel'\ta-th,es of the lnter·nation.al l'torietary Fu'f'ld to Ko.-ea•s 
~~c •anag-,..nt during the past i .... nty years. The closvrm today 
of the Ji'F Residem Repr~111entative fiffice in Seoul <...'Oflllllemorate$ the 
end of' an era ir, Kurea• s eeonomic hi""tory and the beg1rinini;i of ., .-.­

stage in l{orea'" par-tl'llet"ship ,oLh the Fund. 

It 1s ow-- st•il.dfast hnpe that thi" close bcrnds between Kuna.a 
and \he Fund, which h,a,,e be .. n fo.-get, I:>)' dec;ades of cooperatjori, st>all 

f'lour.i~h 1n the y-1•,g ahead. 

11 ~lro,nq 
Mini"'t....- of Finance 
Republ1c O'f Korea 

TFJCT OF PLI=lQLE FDR R. BA8AN 

.July 15, 1'967 

flh-. R,-.y C. llilban 
lnF Re-sidel'>'t Repi-esc~tat1ve 
Seoul, Republic of Korea 

DY> behalf of the Goverl'JllleJ'•t of the Republic or Koot"1i>a. l tak 
gr-eat pl sure in e,q:,res&1n9 our hea.-tf'eJt gr...titude, for- your 
inval ab e cOt'ltributinn to Korean econonic manageM!'l'I~ dur • ~ yuur 
st;oy 1n Km--ea. 

Through day to day contacts w1th officials at all level~ 1110ng 
tha var1ous econoaac ■inistries, you h....ve gained ans1ght int~ Koredn 
~ :ic. pol ic1&!0!i and develo!]IIIE!nts fro■ a uniquP v nt agr pil'lt. With 

hi. kl"K>lf Pdgl!', )'O'" h;ovc, dddecl at'1 independent point of vi- to 01.1r 
ecol">Olll:iC debate- and proaoted a dePf"I'!'" dffl:IE...-standiY,9 1n thP nu= of 0 11 

Ob.Jectives and "'<;piJrations. 

In yuur all too shc..-t stay in Ko..-ea~ Me hav .. highly 
apprec::iat...:I your ecor,09ic:, experl.is.e and =nsiti-.,ity to KorE>an 
cor,cht10,r,s. As you rei:,art'l 1.o ll'IF headquarters, ..., ,.,ncereJy ,.. , c;t, yc,u 

s~es"' in your f1atv.re endeavors. 

l l ~;;.kang 
" •n•s er of ~.1ndnce 

ilepublic of Korea 





N , 0 . F 
0 

H), ! 7 0 F, e 1 

.... 

I 

176282 

~ 
RECEIVED 

IMF CABLE ROOM 
,~rc-/4).s 

TOI 

FROH: 

Mr. P.R. Narvakar 
Director 
Asi,an Departrtient 
Interfund, Washington DC 

R. B.-b.in 

Cj 

Resident Represent~tiva, Seoul 

~~-~ 1987 JUL ~~{ ~11 
- 7 PM /2: 4S 

ASIA; VE J 

ORIG: ASD RTl1ENT 
CC: ETR 

July 7, 1987 

1. The following is the schedul5 fer DMD'& visit to Seoul: 

July 14 

July 15 

July 16 

July 17 

2105 

P,M. 

Eve. 

A.M. 

Arrival ~beard NW 9 

Courtesy calls on D•puty Prime Mini~ter, 
Finance Minister and Trade Mini~ter 

Luncheon hoQted by DPH 

Courtesy calls on BOK Governor, Senior 
Secretary to the President for Economic 
Affair~, and KDI President 

Dinn~r and ceremony, Shill~ Hotel 

Visit to Kore~ Stock EKch~nge, Kor-Am Bank 

P.M. Visit to Daewoo Auto Plant and Ssmgung 
El.-ctronic:s 

Dinner hosted by BOK Governor 

2. The invitation list for the July 15 dinner and ceremony is in the 
neNt page. For brevity, invit•d represent•tives of the local media 
are cmi tted. 

A.~ 
t.7 

1<~ 

j) 
I 



INVITATION LIST 

DINNER, JULY 15, 1987 

A, Ministry of Fiance 
Mr. Il Sakong, Minister of P inance 
Mr. Yong-Euy Chung, Vice ~finister, MOP 
Mr. Dong-Ho Lee, Assistant Minister I, MOF 
Mr. Ycung-Taek Suh, Assistant Minister II, MOF 
Mr. Jae-Hyong Hong, Assistant Minister for Planning and Management 
Mr, Hwan-Kyun Lee, Director-General. Int 1 1 Finance Bureau 
Mr. Tai-Won Kwon, President, National Tax College 

B, Econanic Planning Board 
Mr. Nyum Jin, Assistant Minister 
Mr. You-K~ang Park, Assistant Minister for Tnt 1 1 Policy Cnordin~tion 
Mr. Bong-Gyun Kang, Director-General, Economic Planning Bureau 
Mr. Bohn-Young Koo, Director-General, the third Bureau . 

C. Minist;ty_ of n'ade and Industry 
Mr. Crul-Su Kim, Assistant Minister I 
Mr, Deuk-Hwan Yu, Director-General, lnt 11 Trade Promotion Bureau 

D. Ministry of Foreign Affairs , 
Mr. Soon-~oung Hong, Assistant Minister II 
~Ir. Seung Ho, Director-General, Int 11 Economic Buroau 

E •.. Ministr~, of J\8riculture, Forestry and Fisheries 
Mr. Byung-Suk Lee, Assistant Minister II 

F. MinistD~•;· of Energy and Resources 
Mr. Jin~Suk Choi, Assistant Minister for: Resources Policy 

G. Blue House 
Mr. Dai-Young Kim, Administrative Coordinator,Office of the Prime Minister 
Mr. Young-Chul Park, Senior Secretary for Economics Affairs to the President 
~~- Hyung-SUF Shim, Secretary for Econ01Uics Affairs to the President 
Mr. Yong-Sung Lee, Financial Policy Consultant, OJP 
Mr. Kyu-Sung Lee, Principal Assistant to the Prime Minister 

H. National Tax Trirunal 
~~- Kwan-Haeng Cho, Commissioner, National Tax Tribunal 

I. National Assembly 
Mr. Kong-Hyuk Ahn, Financial Committee Sational Assembly 

K. Bank of Korea 
Mr. Sung-Sang Park, Governor, BOK 
Mr. Jae-Yoon Kim, Deputy Governor 
~~- Chang-Soo Loe, Assistant Governor 



L. Other pinancial Institutions · 
~tr. !-hlng-Ki Kim,Governor, The Korea Development Bank 
Mr. Chang-Ki Whang, Chairman & President; The Export-Import Bank of Korea 
Mr. Byung-Kug Choo, Chairman & President, The Korea Exchange Bank 
Mr, Byong-Hyun Shin, Chairman, The Korea Feder&tion of Banks 

M, Foreign Banks 
Mr. John Torp, Managing Director, BOA 
Mr •. Hugh Spring, Managing Director, Westpac Banking Corp, 
Mr. Douglas H, Short, Managing Director, Chemical Bank 

N. Trade Associations 
Mr, Cha.Kyung Koo, Chairman, The Federation of Korean Industries 

Mr. Soo..Chang Chung, President, The Korea Chamber of Commerce and Industry 

Mr. Ouck~Woo Nsm, Chairm11.n, The Korea· Poreign Trade Association 

Mr. Ki-Jung R~, President, Korea FP.deration of Small Business 

0, Resoarch Institutes 
Mr. Bon-Ho Koo, President, The Korea Development Institute 

Mr, Moon-Shin Hong, President, The Korea Institute for Economics and Technology 

M~. Ki•H...an Kini, President & Chairman of the Board,The Ilhae Foundation 

Mr, Jong-Hyon Chei, President, 'l'he Korea -Economic Research Institute 

P, Monetary Board 

Mr. Chul-Hwan Chun. Professor, Cheong Nam University 

~Ir. l(wang-si.k B.oo, Professor, Kyung ,Buk .. Uni ver:si ty 

Mr. Seun~ Park, Professor, Jungang University 

~~. Byung-Ju Kim, Professor, So~an£ University 

~~. Ik-Hvun Kim. Professor, Chosun University 

Mr, Seung-Doo Yoon, Former President. Th~ Korea Stock ExchanRe 
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IMF F Cl L M ESSAGE 
WASHINGTON, D. C. 20431 

ROY SABAN 

ESENTATIVE 

NANCE 

RE YOUR QUESTION ON MONETIZATION OF GOLD, ACCORDING 

fO 
DO NOT SOFT ROLL -EXCEPT 

WH EN ALIGNING TO LINE 23 

; 

(__) CODE 
D 

0 

DISTRIBUTION 

UJ 

ffi 17 TO BOP MANUAL, ANY INCREASE IN MONETARY GOLD HOLDINGS THAT N 
:I: 
I­x 
~1 s RESULTS FROM MONETIZATION IS SHOWN AS A DEBIT IN THE ITEM 
l­
a: 

~ 1s FOR TOTAL CHANGES IN GOLD HOLDINGS, OFFSET BY A CREDIT IN 

IF 
REQUIRED 

,-.1T1AL 
BELOW 

l 
B 

14 THE COUNTERPART ITEM FOR MONETIZATION. IF THE GOLD THAT 

13 IS BEING MONETIZED HAS BEEN ACQUIRED FROM A NONRESIDENT 

12 AND A CHANGE IN OWNERSHIP BETWEEN ECONOMIES HAS ALSO TAKEN 

11 PLACE, THAT CHANGE SHOULD ALSO BE RECORDED--IN ADDITION TO 

10 THE ENTRIES REQUIRED TO SHOW THE MONETIZATION DESCRIBED 

9 ABOVE--AS AN IMPORT OF MERCHANDISE IN THE CURRENT ACCOUNT 

8 AND AS A CREDIT ITEM FOR CHANGES IN FOREIGN EXCHANGE 

7 RESERVES, ASSUMING THAT AUTHORITIES' FOREIGN EXCHANGE 

6 RESERVES WERE USED TO PAY FOR THE GOLD. DEPUTY MANAGING 

5 DIRECTOR'S DEPARTURE FROM KOREA IS JULY 17, 1987, FLIGHT 

4 KA26, 10:50 A.M. 

3 BEST REGARDS, 

2 TSENG 

INTER FUND 
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16:49 . M.O.F HO, 1 69 P,01 

l"l:11 

FROM; 

M,-. P.R. l\larvef:.,r 
111 rer:-t □r, Asian Depai-tment 
lnt.orfund, Wa!!oh .tnotnn llC 20431 
F'A>: NO. (202)-i,2l-4oo1/2 

R. l:!•b;1n 
Aeaid@nt Repre5entatlv~ 
Seoul, Kore.-

ORIG: ASD 

CC: ETR 

l. Wltl"I l'"ASF\41!1:t. to thfl!o DMD ' s; draft speech, ldndly r1av ■ Lt 111 flrt.t 
polrag,-aph .mended a11, foll 0~1~1 "M1 nt "lt"r Sakong, 60\/lll"nor F'ar k, 
di~tiniuish1td 9ue.t~:~ Attached pl•••e find p~QP ~?van of the draf~ 
s-~eec:h, r,i.th ,-.-vi..:,,;! vtw!:lioni:i ot thw li!i:.t twg para.9l'"apl'\1t. Kindly 
11uli:, that the Mini 5ter 's- speec:h, whi c:h wl 11 prtic:ode the DMD ' s .:peec:h 
will alaa @nd with a toafit. 

2. After the twg speec:hea, tl'I• Mint~t.•r wfll pr .. 11,ent DMD with a 
paint ing ~nd ~ commemgr~tive plaque and the ~e.1dent Repr88~ntaf1VA 
with a pl!l.que or 11.pp1·1tcie.ti0n. A• we 1'1.ad e.:arli1tl'" di&c:u•••d, i.t it. 
ail'.5£.J i;,n:iµu,n,t.1 llld.l U u• DMD pre11ent.• the: ._uthoritles with .:-. 
commemoratlv■ plaque. 

~ - At.t.a<::hed pleil.•~ find fe;;- your rcviCPW A l11"af-r o+- the te>t t for- the 
pl•q1.1e to I:,& p r"i:;."'nted by the DMD to the Kore.ln o11.,ithoritici&. Woule1 
,. l y apprei;;i •t• ! ·f yoµ cou l d he.ve 11ny iilmendmont tgl 111>1ed to 11111 ~• 

sorn a§ po»»ibl&. 

- inr LB61 
1 1 

OH 378VJ :JWI 
03"1333~ 

0609LL 
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thg Government increagin9ly libRr~l!7•~ it~ control• on @Mternal 
trans~ctions, it would b• al~o Mcc•&cary to lib•r•li% ■ its controls 
.:,n the dom•sti c t 1·snmact i on!S, given t\'le cl or.I:! l i.nlc.:>91:1 betwaen them. 
In partii;~ilar, ·chit f•ttd11~1,d e,y!:>tem is 11Ervini;i not only to mee-1: 
normi1l cammerci al needw but al!i □ to implemvrd. • wiuw v•1 ili'tY of 
official OPJ~~t~v••, b•com1ng h~gnly compl~Y. 1n Tn~ prnre~s. This 
co111ple►<it, y co,1ld po=,e as an disincentiv■ to innovat1on Mld 
riBk · taking 1 redoundinq adver~e1y to thl:! qu~lity of fin.:>nci~l 
1:nrr v.l~w• 01v•l le1Llw !n ►:on;et. Varioul!I o·Hici«l -.gitnc:le!I heve emb11rk11d 
on !!h1dies oi' thi! f1oo1rn:i al 5y5tem, inclutJi111,1 tl1e r uht uf f.:ir ~iqn 
ban~•, and it is hop@d that the proc••s cf reform woula be launched 
ac coon aa poscibla. 

In cio~in9 1 ~llow m~ to turn t~ the new ~tage in the 
partner~hi p between Korec:1 "-nd the IMF, to which I al 1 uded earl i •r, 
Th@ last !iit;md~by agreement expired i11 M,11r1..II 1987 c\Jt\J, 1,1iv1tn Kor·ea'!i 
fil>:t~rn,u J"ICHU t \ t:'.11"1, l'H't MIOtW "'ljl"'l",,.1111!'1"\t wt 11 b@ m&dl! 1 n the near futu,-e. 
Mowgv~r, the ;innu•l con.ult .. t1on. W1ll continue to the b@n~fit nf 
both. J1.1!:.t "-!:II Korciiill 9'1i.n:. •from whi,.t. I'll!! hopa i. l111p.ar-ti.al advica, the 
m~mb•r~hip of the Fund ~lMo gain~ fr-om in~l9ht• Into the ~anagcmcnt 
c# i:1 ~ucc~sa-ful wi;.unu1Hy, In ur ui:;r Lu sh.a.r ·E Kcffea' i;; exp&rittnce in 
c:entra.l ba.nl:1nQ and publlc Una.nee w1th other mEmbera of t.hfl Fu111J, 
th~ lM~ hAc r~~~ntly §nrolled a number of Kore•n off1c1als 1nto its 
pan cal of mo net •~·y and ta>< ev. pQrts. A!! l<orF'd 'c; h-'l l ;,,u-..- l"lt f'!A)ltnf'l!nt g 

~tren9th~n. further, the •hara of Sp•ci.al Or.awing Ri~ht ■ in total 
t"eser-ve:s are l i. 1:el y to increase, ther<!!by cont I" i but i ng tc tho ~111:;11 c~ 
lhe SOR d~ ~n int~rn~tional ~Sset, Lastly, ~nd consistently wlth 
~:or-it.a 's 1rntern1,1,l position, th!! IMF m.ay c;,,.ll 1;111 l<YJ"•M ·Li;, IILll-'I'""' l 
~Jlttl~t@rAl initi~tlvP~ for thP h~nPfit of dev~loplng countri@s. 

It:f nl ,-i,,,uli ne for• rna to thank my Kor-ean ho-:tts for 
their warm and . . a.vis ho1:1pit11lity 1:md to p,·opoae • toaat, To the 
continued 1>1.u;ce o the Koreo1n economy! 

- II -

' 



IS~AL OF TH! IMF ► 

birth cH a nli!w stalil• .l.11 the 1,mci p .. rtn1ti'"ohip batwa11n Kol'•.._ 11nd th@ 

di1>ti.111,;Uon and ded:i<:ilt:lon, thi~ pl aqu• ii. present'"" by Hon, l'UL11o1rd 

D. Erb, .IMI- Deputy Manaoing Direi.;ti..,r, to Hon, 11 Sa~ong, Mini at.er of 

Mr, s. Kan••• .. Tha~an 1~61:,-67 

Ml". S.A. P.indit 1967-&9 

Mr, M.R.P. 9•lga.do l'Pc'f-70 

Mr, x. Von1:1••t.horn 1970-'l',! 

Mr. R. NlF!l::lUhr 1972-74 

Mr, A, ~ook• l"174-7t. 

Mr· , w. Mahler l','/6-80 

Mr. v. l:iunda.rllr"l'..).i.n 1,;,ao-e2 

Mr, o. Villa-.n1a'lo1 1'¥82-8~ 

Mr, R, c. B•ban 198b-B7 

J 

'1 
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MI OFF I ~<23243 

LinE<: 7 

TO: MR. HUBERT NEISS 
DEPUTY DIRECTOR 
ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

RE C[ i v'r:O 

1987 JUL - I AM 9: 59 

ASIAJ rt_-~/~9r?ENT 
c....t> 

ORIG: ASD 

CC: ETR 

RECEIVED 
IMF CABLE ROOM 

1987 JUL - I AM 8: I 5 

1. EFFECTIVE JULY 1, 1987, THE KOREAN TRADE COMMISSION ENTERED INTO 
OPERATION. THE COMMISSION CONSISTS OF FIVE MEMBERS: A PROFESSOR OF 
SEOUL NATIONAL UNIVERSITY (CHAIRMAN), A FULL-TIME COMMISSIONER, AN 
EPB ASSISTANT MINISTER, A PRIVATE LAWYER, AND AN EDITORIAL DIRECTOR 
OF HANKOOK ILBO (A MAJOR KOREAN NEWSPAPER>. 

' 

2. EFFECTIVE JULY 1, 1987, 58 ITEMS WERE REMOVED FROM THE IMPORT 
SURVEILLANCE LIST. NAMES OF GOODS WILL BE SENT SHORTLY. 

3. AS OF JUNE 30, 1987, US 756 MILLION IN FOREIGN CURRENCY LOANS 
HAVE BEEN EXTENDED UNDER THE SPECIAL USD 2.5 BILLION SPECIAL IMPORT 
FINANCING SCHEME. OF THIS AMOUNT, USO 488 MILLION REFERRED TO EQUI­
PMENT AND USD 268 MILLION REFERRED TO PARTS AND RAW MATERIALS. 

4. THE BOK CONCENTRATION RATE AS OF JULY 1, 1987 IS W 808.9 PER US 
DOLLAR, REPRESENTING A 6.1 PERCENT APPRECIATION AGAINST THE US DOLLAR 

OVER THE LAST SIX MONTHS. 

5. INFLATION INDEX NUMBERS FOR JUNE 1987 ARE 148.2 <CPI) AND 125.8 
<WP!), INDICATING A DECELERATION OF INFLATION RATES ON A TWELVE 
MONTH BASIS TO 2.6 PERCENT AND 0.7 PERCENT, RESPECTIVELY. 

6. ON JUNE 9, 1987, 53 ITEMS (CCCN 8 DIGITS) WERE ADDED TO THE 
TARIFF QUOTA SYSTEM. (AS OF THAT DATE, 40 ITEMS AT CCCN 4 DIGIT 
CLASSIFICATION WERE ALREADY UNDER THE TARIFF QUOTA SYSTEM). THIS 
SYSTEM IS USED TO FACILITATE THE IMPORT OF ITEMS IN SHORT SUPPLY BY 
REDUCING THE TARIFF RATE BY UP TO 40 PERCENTAGE POINTS FOR A GIVEN 
QUANTITY AND FOR A LIMITED TIME PERIOD. TARIFF REDUCTIONS UNDER THE 
TARIFF QUOTA SYSTEM MAY BE VIEWED AS TEMPORARY. THESE 53 ITEMS ARE 
COMPLETELY SEPARATE FROM THE 157 ITEMS ON WHICH TARIFFS WERE 
PERMANENTLY REDUCED EFFECTIVE JULY 1, 1987 WITHOUT LIMITS ON 
G.!UAN I TTY. 

REGARD:;:; 
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Line: 7 

TO: MS. WANDA TSENG 
ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

11 

E : r . RE.CE\YED , 
t , . '-.. 0 \MF C~BLE ROO 

/987 JUN 30 Atf 8: 5 I \987 JUH 30 M 7: 24 

fJZPARTMENT 
ORIG: ASD 
CC: ETR 

~c. (fJ ff !'I 
F-flD 

1. THE BOK CONCENTRATION RATE AS OF JUNE 30, 1987 IS W 808.8 PER US 
DOLLAR. 

2. IN TABLE V-4 (PAGE 211) OF THE ANSWERS TO THE QUESTIONNAIRE, BOK 
SUGGESTS THE REPLACEMENT OF FIGURES IN THE 1982 AND 1983 COLUMNS WITH 

THOSE IN THE BOK MONTHLY BULLETIN. 

3. IN RESPECT OF MOF PROGRAM FOR LIBERALIZATION OF INVISIBLE 
TRANSACTIONS, INDIVIDUAL MEASURES WILL LIKELY BEGIN TO BE ANNOUNCED 
IN JULY 1987. IN EFFECT, MEASURES SCHEDULED TO BE TAKEN IN THE FIRST 
YEAR OF THE THREE-YEAR PROGRAM WILL NOT BE ANNOUNCED ALL AT ONCE. 
MOF OFFICIALS FIND GREAT DIFFICULTY IN QUANTIFYING THE BOP IMPACT OF 
THE PROPOSED MEASURES AND THUS THEIR RELATIVE IMPORTANCE. IF PRESSED 
FOR AN OPINION, I WOULD GUESS THAT THE MEASURES RELATING TO THE 
FOLLOWING ITEMS ARE THE MORE IMPORTANT: F/2, A/1 TO A/4, G, AND K/6 

4. MTI STATES THAT THERE ARE 
ZYFVT C 
T CASES <NOT 23 CASES> NOW 
COVERED BY VOLUNTARY EXPORT RESTRAINTS. THE ORIGINAL 23 ARE AS 
FOLLOWS: STEEL PRODUCTS (US): STEEL PRODUCTS <EC), SILK PRODUCTS 
(JAPAN): TABLEWARE (US, UK, GERMANY): FOOTWEAR (CANADA, US): 
CONTAINERS <GENERAL: SEWN TOYS (US): PHOTO ALBUMS <US, EC): 
EYEGLASSES AND EYEGLASS FRAMES (US): VTR <EC): FOOTWEAR (IRELAND): 
LEATHER CLOTHING (NORWAY>: COLOR TV CUK): FOOTWEAR (UK): WIGS 
<GENERAL): COTTON THREAD (AUSTRALIA, CANADA>: EMBROIDERED FABRICS 
(MIDDLE EASTERN COUNTRIES>: VELVET FABRICS (MIDDLE EASTERN 
COUNTRIES): PLASTIC BAGS (GENERAL): MISCELLANEOUS PERSONAL ITEMS 
(GENERAL): FUR CLOTHING (GENERAL): BASEBALL GLOVES (US): AND 
POLYESTER FABRICS (CERTAIN MIDDLE EASTERN AND AFRICAN COUNTRIES>. 
THE 10 ITEMS RECENTLY ADDED TO THE LIST (COLOR TV, MICROWAVE OVENS, 
BLACK AND WHITE TV, VTR, BRONZE ARTIFACTS, TARPAULIN PRODUCTS, 
LEATHER BAGS, FISHING RODS, PIANOS, AND SEWN TOYS> ALL RELATE TO THE 
US AND IN THE CASE OF MICROWAVE OVENS TO THE EC AS WELL. 

5. THE FOLLOWING IS A TABLE ON THE MEDIUM AND LONG-TERM EXTERNAL 
DEBT OF DMBS AND NONDMBS <SHORT-TERM BANK DEBT ARE VIRTUALLY ALL DMB 
LIABILITIES): 

OVER :3 YEARS 
- D M B 
- NON-DMB 

C MIL. USD) 
82 83 84 85 86 

3,205 

8,400 
4,153 
4,247 

10,719 
5, 46:::: 
5,256 

14,367 14, 04::3 
/::.,, •:,11:..~i 
7, 0::3:3 
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1 - :~: YEAR:3 
- D M B 
- NON-DMB 102 
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1,070 
1,007 

6:3 

1,105 
971 
134 
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TO: MS. WANDA TSENG 
ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

7- 7 5 I 4 2 

RE , 1 . .1-• ECEIYED 
CABLE RO 

1981 JUN 30 
. 1M 

79J 30 
ASIAN Di.PARTMENT 

ORIG: ASD 
CC: ETR 

c:c HN 
F11J) 

.. 7: 23 1n 

1. THE FOLLOWING ARE END-OF-MONTH FINANCIAL INDICATORS (CHANGES 
IN PERCENT>: 

1987 
-------------------------------------------

,JAN. FEB. MARCH APRIL MAY<P> 
MONETARY SURVEY 

M2 
M2 PLUS CDS 
NET DOMESTIC CREDIT 
PRIV. SECTOR CREDIT 

FINANCIAL SURVEY 

M3 
NET DOMESTIC CREDIT 

21. 8 
20.3 
12.7 
14.4 

27.6 
17.3 

19.0 
17.9 
11.3 
13.8 

27.7 
17.2 

14.7 
18. :3 
11.4 
14.5 

26.4 
16.6 

1 ·=- •-:• ~•• L 

21.0 
14. E: 
16.7 

29.0 
19.0 

16.6 
19.4 
14.6 
16. :::: 

27.1 
17.5 

2. APRIL FINAL 1987 <FIRST FIGURE> AND MAY PRELIMINARY 1987 
(SECOND FIGURE> FOR TABLE 1 AND 2 ON CURRENT EXCHANGE RATE BASIS. 

TABLE 1 

A. 514, 365, B. -655, -915, Bl. 2,111, 2,128, B2. 5, 
5, 83. -, -, B4. 2,771, 3,048, B5. -, -, 86. -, -, 
C. 599, 710, Cl. 456, 427, C2. 741, 734, C3. 956, 996, 
C4. 1, 4:31, 1,421, C5. 1, -, C6. 278, 62, C7. -22, - 5, 
CS. 39, 76, C9. 2,691, 2,735, C9A. 1,513, 1,536, C9B. 
1,051, 1,060, C9C. 127, 139, D. -56, -205, E. 570, 
570. 

TABLE 2 

A. 42,476, 42,736, Al. 49,872, 50,637, AlA. 514, 365, 
AlB. 49,358, 50,272, A2. -7,396, -7,901, A2A. -973, -, 
A2B. -2,606, -, A2C. /195, -, A2D. -2,606, - , A2E. 
4,815, -, A2F. -1,803, -, B. 36,768, 37,403, Bl. 34,495, 
35,177, B1A. 8,327, 8,323, BlA 1) 3,212, 3,174, BlA 2) 
-, -, BlA 3) 10,357, 10,103, B1A 4) 5,242, 4,954, 818. 
26,168, 26,854, B2. 2,273, 2,226, C. -4,469, -4,371, Cl. 
8,069, 8,159, C1A. 3,423, 3,415, C1B. 4,646, 4,744, C2. 

12,538, 12,530, C2A. 1,878, 1,900, C2B. 10,660, 10,630, 
D. 1, 23•;;,, 962. 
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3. APRIL FINAL 1987(FIRST FIGURE), MAY PRELIMINARY 1987 
(SECOND FIGURE> ARE AS FOLLOWS: 

MONETARY SURVEY 

-4,469, -4,371, 8,069, 8,159, 12,538, 12,530, -1,239, 
-962, 42,476, 42,736, 49,872, 50,637, 514, 365, 49,358, 
50,272, -7,396, -7,901, 36,768, 37,403, 8,327, 8,323, 
26,168, 26,854, 2,273, 2,226, 10.7, 10.5, 5.0, 5.2, 
5.:3, 3. 7, 21.1, 20.6, -2.1, -2.4, 2:3.2, 23.(>, -15.8, 
-16.9, 21.0, 19.4 4.0, 2.8, 16. 7, 16.8. 

FINANCIAL SURVEY 

-11, 456, -10, 428, 8, 194, 8, 26:3, 19,650, 18,691, 94,215, 
94,459, -2,647, -2,567, 570, 570, 96,292, 96,456, 73,042, 
74,011, 8,327, 8,323, 26,167, 26,854, 2,024, 1,966, 37,750, 
:38,295, 1,226, 1,427, 9,717, 10,020, 2,,770, 3,118, -, -, 
6,947, 6,902, 29.3, 27.4. 

NBFIS SURVEY 

-7,207, -6,277, 124, 104, 7,331, 6,381, 45,809, 45,914, 
-2,591, -2,362, -, -, 48,400, 48,276, 37,750, 38,295, 
-, -, -, -, -, -, 37,750, 38,295, 852, 1,342, 1,241, 
1,277, -, -, -389, 65. 

REGARDS 

BABAN 

MIOFFI K2324364111 IMF UW 

4002 
0343 06/30 04630208 AFMI4760 
INBOUND MESSAGE RECEIVED ON JUN 30 AT 03:37 
Time: 04:02 06/30/87 ??? 
Cc,r,nect Time : 120 seconds 

< ASSIGNED// 
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Rev: @lIM/7 . 00526 Line: 7 
BFM IO 799 ) R EC I 1.i , :: D 

1987 JUN 30 AM 9: 57 

ASIAN Di) RT 
TO: MS. WANDA TSENG 

ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

'6 I 4 I 

RECEIVED 
IMF CABLE R001 

1987 JUN 30 Ari 7. 23 

ORIG: ASD 
cc: ~ ETR• 

cc (1 ti 
ffr 7) 

1. MR. LEE HWAN-KYUN, MOF INSPECTOR-GENERAL, HAS BEEN CONFIRMED A 

DIRECTOR-GENERAL, INTERNATIONAL FINANCE BUREAU. MOREOVER, MR. LEE 
YOUNG-TAEK, DIRECTOR, OVERALL PLANNING DIVISION, EPB, HAS BEEN 
PROMOTED TO DIRECTOR-GENERAL OF THE SAVINGS PROMOTION BUREAU, MOF. 
IT MAY BE APPROPRIATE TO SEND LETTERS OF CONGRATULATIONS, POSSIBLY 
FROM MR. NEISS, TO BOTH AT MOF. 

2. KINDLY REQUEST SECRETARY TO SEND AS SOON AS POSSIBLE ANY MAIL 
ACCUMULATED FOR ME AS OF JUNE 30. THEREAFTER, OTHER MAIL COULD JUST 
BE KEPT UNTIL MY RETURN. 

REGARDS 

BABAN 

MIOFFI K2324364111 IMF UW 

0630045:'.:: 
Time: 01:00 06/30/87 ??? 
Connect Time: 58 seconds 
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Rev: @1IM/7.00270 Line: 7 
BFMI0783) Ee:. · 

MI OFF I K2:3243 

TO: MS. WANDA TSENG 
DEPUTY DIRECTOR 
ASIA 

N DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

t987 JUN 25 AM IQ: 2 7 

A1llt/i. -~t!R T11ENT 
C 

RECE1Vi:u 
IMF CABLE ROO M 

7: 13 

1. DIRECTOR-GENERAL SHIM HYUNG-SUP OF THE INTERNATIONAL FINANCE 
BUREAU, MOF, WAS PROMOTED TODAY TO THE POSITION OF SECRETARY TO THE 
PRESIDENT ON ECONOMIC AFFAIRS. HIS YET UNCONFIRMED SUCCESSOR IS 
LIKELY TO BE MOF INSPECTOR-GENERAL LEE HWAN-KYUN. MR. LEE ✓ s PREVIOUS 
POSITIONS INCLUDE FINANCIAL ATTACHE TO SAUDIA ARABIA AND DIRECTOR OF 
ECONOMIC COOPERATION DIVISION IN THE MO~. IT MAY BE APPROPRIATE TO 
SEND A CONGRATULATORY LETTER, POSSIBLE FROM MR. 

NEISS, TO MR. SHIM AT 

THE OFFICE OF THE PRESIDENTIAL SECRETARIAT, BLUE HOUSE, SEOUL. 

2. IN TABLE 1 OF MATERIALS FACSIMILIED TO YOUR ON JUNE 25, THE 
CURRENT ACCOUNT SHOULD READ AND 5.0 AND FOR ALL COLUMNS, INSTEAD O-

F AND 9. 
XXX 

AND 0.5 AND. SOURCES AND USES TOTALS SHOULD THEN BE EQUAL. 

BABAN 

MIOFFI K2324364111 IMF UW 

0625061:::: 
Time: 02:28 06/25/87 ??? 
Connect Time: 72 seconds 
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Pcv: @lIM/7 . 00201 
BFMI0781 > 

Line: 7 

MI OFF I 1<23243 

TO: MR. HUBERT NEISS 
DEPUTY DIRECTOR 
ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

087 1u~ 2'6 £1lM IQ: 3 I 

ASIA t, DEP RTHENT 

RECEIV -0 
IMF CABL O :~, 

1987 J N 2 : t , 7: 48 

ORIG: ASD / 

CC: EJ ~ f (<. ~ 
~ ( I ,A.'\) Q_ 

1. HAVE RECEIVED A COPY OF THE STAFF REPORT ON THE SUPPLEMENTAL 
CONSULTATION. WISH TO CLARIFY REFERENCES TO ADJUSTMENT AND EMERGENCY 
TARIFFS ON PAGES 6-7. FIRST, THE RATES OF SUCH TARIFFS IN TABLES 
GIVEN TO THE MISSION ARE INCLUSIVE OF BASIC RATES. THUS, THE 
ADDITIONAL TARIFF BURDEN IS 10-19.5 PERCENTAGE POINTS IN THE CASE OF 
EMERGENCY TARIFFS (19.5 PERCENTAGE POINTS IN THE CASE OF CRUDE OIL 
AND DIESEL AND LIGHT RESIDUAL FUEL OIL AND 10 PERCENTAGE POINTS FOR 
ACETAMINOPHEN, TALCUM POWDER, AND CASEIN>, AND 10 PERCENTAGE POINTS 
IN THE CASE OF ADJUSTMENT TARIFFS. SECOND, WHILE THE ADJUSTMENT 
TARIFFS ON FIVE ITEMS CFERROMANGANESE, SILICOMANGANESE, TINNED IRON 
PLATE, BRASS SHEET, AND STATIC CONVERTERS> WILL BE ABOLISHED ON JULY 
1, 1987, EMERGENCY TARIFFS WILL SIMULTANEOUSLY BE IMPOSED ON THE 
FIRST TWO PRODUCTS AT THE RATE OF 20 PERCENT <INCLUSIVE OF THE BASIC 
RATE>. THIS NEW RATE WOULD BE 5 PERCENTAGE POINTS LESS THAN THE 
ADJUSTMENT TARIFFS <INCLUSIVE OF THE BASIC RATE> NOW APPLICABLE. IN 
EFFECT, 7 ITEMS WILL BE SUBJECT TO EMERGENCY TARIFFS <THE ORIGINAL 5 
PLUS 2> ON JULY 1, 1987. THIRD, THE EMERGENCY TARIFF ON TALCUM 
POWDER WILL BE REDUCED ON JULY 1, 1987 TO 15 PERCENT. FOURTH, 
OFFICIALS STRESS THAT THE EMERGENCY TARIFF ON CRUDE OIL AND DIESEL 
AND LIGHT RESIDUAL FUEL OIL IS JUSTIFIED ON GROUNDS OF REVENUE AND 
CONSERVATION AND NOT ON GROUNDS OF PROTECTION. 

2. THE FOLLOWING IS THE LIST OF 23 ITEMS CURRENTLY UNDER VOLUNTARY 
EXPORT RESTRAINTS: STEEL, FOOTWEAR, CONTAINERS, WIGS, TABLEWARE, 
KITCHENWARE, SEWN TOYS, PLASTIC BAGS, LEATHER CLOTHING, FUR CLOTHING 

BASEBALL GLOVES, EYEGLASSES AND EYEGLASS FRAMES, AND MISCELLANEOUS 
PERSONAL ITEMS, MICROWAVE OVENS, COLOR TVS, BLACK AND WHITE TVS, 
PIANOS, VTRS, FISHING RODS, BRONZE ARTIFACTS, LEATHER BAGS, TARPAUL 
IN 

PRODUCTS, AND STUFFED TOYS. 

3. THE FOLLOWING IS THE EVOLUTION OF THE BOK CONCENTRATION RATE 
SINCE THE MISSION ' S DEPARTURE <IN WON PER US DOLLAR>: JUNE 10 
(814.6): JUNE 11 (813.4): JUNE 12 (813.5): JUNE 13 (813.6): JUNE 15 
<813.6): JUNE 16 (813.7): JUNE 17 (812.5): JUNE 18 (812.6): JUNE 19 
(811.4): JUNE 20 (811.5>: JUNE 22 (811.5): JUNE 23 (811.6): JUNE 24 
(811.7). 

4. THE FOLLOWING KOREAN OFFICIALS ATTENDED THE INFORMAL MEETING ON 
THE MISSION'S CONCLUDING STATEMENT: ASSISTNAT MINISTER HONG CMOF}: 
D-G BONG-KYUN KANG (ECONOMIC PLANNING BUREAU, EPB): D-G HAN-GUN 

l<IM 
<AGRICULTURAL POLICY BUREAU, MOAFF>: D-G HYUNG-SUP SHIM 
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' <INTERNATIONAL FINANCE BUREAU, MOF): DIRECTOR WON-HO LEE <TRADE 
POLICY DIVISION, MTI): AND DIRECTOR YOUNG-HO! LEE <INTERNATIONAL 
ORGANIZATIONS DIVISION, MOF>. 

REGARDS 

BABAN 

MIOFFI K2324364111 IMF UW 

06240752 
Time: 04:06 06/24/87 ??? 
Connect Time: 141 seconds 
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Rev: @iIM/7.02238 
MICRONET 
MICR7l55 SRCA7150 
RCAINB 

Line: 7 

1987 JUN 18 

. - , RECEIVED ~ 
.l ·:. l F CABLE ROU 11 

.. 9@I ~~ ~. 7: 2 9 
.RCASAF 
.SUBDTG: 06180353 
.SUBSEQ: IMF7150 
.SUBAAB: MIOFFI K23243 
.TEXT: 

1r3 4 2 2 
ASIA ~ LJ[p.\ THE, T 

248:~::;: l. I MF UR 
MI OFF I K:2324:::: 

TO: MR. V NF-ISS 
DEPUTY DIRECTOR 
ASIAN DEPARTMENT 
INTERFIJND 
WASHINGTON DC 20431 

ORIG: ASD .. 
CC : ETR 

cc. '. PR ~4 

])fl.I, ~ 

( ~) 

F.o 

DETAILS OF MOF PROPO:::AL FOR THE LIBERALIZATION OF CURRENT 
INVISIBLE TRANSACTIONS WERE SENT TO YOU BY FACSO THURSDAY, JULY 
l.8(P.M. SEOUL TIME). THE PROPOSED MEASURES CONSIST OF REMOVAL OF 
LIMITS ON CERTAIN REMITTANCES, INCREASE OF LIMITS ON CERTAIN 
REMITTANCES, SUBSTITUTION OF BOK APPROVAL WITH FOREIGN 
EXCHANGE BANK APPROVAL UPON VERIFICI 

ATION OF DOCUMENTS FOR CERTAIN 
REMITTANCES. FOLLOWING INTERMINISTERIAL CONSULTATIONS, ADOPTION WITH 
MINOR OR NO CHANGE::; IS EXPECTED EARLY IN HALF OF l.9:::7. 

REGARDS 

BABAN 

248331 IMF UR 1200 
VI ~<.J:2 K2:324:3 

=061 :;;(l:354 

Time: 04:12 06/18/87 ??? 
Connect Time: 29 seconds 
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FRON: R. B~N TO: l'IR. HJ1lERT l'EISS • ""· a..,-"-r.f l~ 

DEPUTY DIRECTCR '"1•.-t~ £0 . 
f'.\SIAN !XcPMTHBIIT ,~. \lr.lJIIIIIIAlr•u ,Pc 

RESIDENT REPRESENTATIVE 
SEWL 

INTERF1'a> 1 .WA5HlNGTON OC 
FAX NO. ">02-b23.---46ca1/2 

SU8JECT: UB~IZATH»-J CF a.JRRENT lNVJSlllLE 

..., .... , -1\.. 1..-u 

:r-..1'1 "°") · 0 ·-­.... ,.._ ...,...L . 
TRANSACTIOHS,il PAGES 

This note descr ibes the current invisible transactions 
already liberal iz.ed a nd the liberuization «HiNsures propos...t by the 
Ministry o-f Finance. The latter are likely tc be adopted Mith feN 
changes earl v i n the second h.a.l f of- l 987. Att.Ached are the CEC!J list 
o-f current invisible operatior1s <•Anltt!>< A"> ...-,d CIECD standards 
relat i ng to travel and touris,a ◄ "Anne~ 111 to Annex A->. 

A. !teas al ready l i beralized in accord;u>ee ~it~ tne OECO Code o{ 
L!bet;aliz.at1Cll'l o-f Curr-ent. Invisible Oper-ations ,21 iten,sl 

B. Foreign lrade 

B/ l Ci=i•IDi s.-s;i an and br-otcer age, ?f"Di'i t arising nut crl transit. 
operations or s.a,J., o-f transtlipee-nt, banking coaissions and ch..lrges, 
representation e>c.p1mses. 

B/2 Differenc.,..,, margins and d"'t]osits due in respect of 
oper,..t:ions on conMnOdit•y terr1inal 111arkets in cor,for111ity with nor-ntal 
ccmontercial practice. 

B/3 Charge5 f or docu•entation o-4 all ksnds incurred on 
their 0.-1 account t,y authori:.:ed dealers in foreign eJ<ch.inge. 

Bl4 Ware housing and stor~ .. , custoons clearance. 

8/5 T..-ansit cnarges • 
ORIG: ASD 

8/6 CustontS duties and -fees • -CC: 
c. • r2'nseort 

C/4 Air- transporti passengers; and freight , i ncluding 
chartering. 

MR . 
ETR 

LIM 

P&ytnent by passengers of international air tickets and 
excess luggage chargt>s ; pay1Mant o -f int:ernatianal air freight cha,rges 
and chartered -flights. 

Receipts from the sale of international air tickets. 
exces& luggage charges, international ai r freight charges and 
chartered -flights. 

c ;5 F,:::w- all a,eans of .,.,.-rit:ime transport: harbor serv1c:-

C/b Repair a -f ;;hLps: repajrs 
s.hips and aircraft 11.e., tran...actioos 
C/5 to the ~:tent t:o ""hi.=h tt,ey do not 

of mean,!; transpc:;rt other than 
other t:han those cover"", by 
c ::insti t:ute vi siblff tt'111! -
Hf3 ¥lJ. ~J' 1 c' ~ ~ !Tv'I S"V 

LI =Ol H~ s I Nnr rn 1 

&-

► 
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I). Insurance 

F. Income +..-o~ capit.u 

F/3 lnte..-cst (1nc:Juding int•r-•st. on debentures, 1110rtgiigo;rs., 
etc:. I. 

Fl~ Rent. 

H. Personal incone and exp-..c:llture 

H/6 Subscription to neoospapers, periodic:al,., books, and 
ausic.al publications. Furctia~s o+ nPN!!IJ)ap,er-s, p..riodiciils, bco6:!ii, 
a.Js i cAl publications, .and records. 

J. Pul:Jlic inco,nc and e><pE!!r'lditure 

J/S Taxes. 

J/2 ·3overn....,nt expenditure. 

J/3 Set tl...-nts incannection "'1th public: transport and 
post&l, telegraphic .Yld telephone services . 

J.'4 Consulaar rttcei.pts. 

K/2 Court e><penses. 

¥./3 Damages . 

K/5 ,.,,..,,._rslii p o + a550ci at ions, clubs "'"d other 
or-g•ni 2 a.t.i on5 .. 

K/7 Re+unds in the case of c-c:ellaticn of contracts and 
refun~s of wicallecl-fo,,- payments . 

2. Ctea'S il2l ta be liberalized clur1.ng the first year of the 
Three-year Plan (ti•i ng likely to be early 1n the second half of 
19871. 

A. ~s i n~s a nd industry 

Alb Salaries and _q..,,. of' -frontier or se&SOnal i«ll"krrs and 
of 0th....- non-residents ( Re,.ark: the anoount.s to bl!! transfttrred shall 
be th,. net salaries and -ge-s, i.e. a+ter deduction 01' l t ving 
e:,penses, ta><es, soc:! al insurance •=ontributic:r-.. or premiWIHi, if 
any l • Pr..,.ent l i r.oi t i. s under $::;OO per ,nont:h. Under the proposal , rH> 

limit Mill b~ pr-.;c rihed. 

• 

• 



I 

' ,.., 
a, 

0.. 

0 
:z: 

IL 

0 

,: 

« 

"' ,,_ 

a, 

I 

"' "' I ,_ 
CD 

P,/7 Participation oy !!M.lb§idi....-•f c oapa1.11iee, and branc:hes in 
DYl!l"head e><9er1<1es of par-ertt coapani e'!I. !!Ii tu.ti!!<! abroad and vice 
v..,.-,,.... At pre!!lent, only fo,-eign invested coapanies . co'W'@red by the 
Foreign Capital lnducel'lleflt Law can reait CNerha&d •Kpenses- It i~ 
proposed that subs1 di .ar-ies and b,-anc:he!< cave~ under the Foreign -
Exchange Control La• be Slailarly pe,raitted. 

F. !ncoae .fn,o, Capital 

F/J Profits fro., bu,sines-s activity. 
c~any branches aay be reraitted onl.,, a4'ter a 
a-ftar bus1 ness est.abl; shaent date. Under th .. 
be presc:ri!:led. 

At present, profits of 
del•y of three )l'l"ars 
proposal, no delay will 

F /2 Oi vi dends olfld share!!! frlMI pr<:>f i t5. At p,-.,..ent, suet-. 
rt!fn tt.or-.ces. by subsi di M"ies cove.--ed by the Foreign Exchange Control 
L.w r-11tquire the approval of the ttini ,stry m Fi naf'lc:ot. Under the 
Jr<JP05al, only a foreign exchange bank needs to give approval upon 
verification of documents. Such r ... tttances of co,apany 9fflsidiaries 
covered by the Foreign Capital lnduc-nt ~t had already been 
pr•viously 1iberali%ed. 

H. Fe-rsonal Ir.ca<lle' and EY.c>endi t•....-e 

H/1 Pensions and 0th..,.. incone c;,f ,. S••i la,- nature. At 
pr-esc,n t • suet, renn ttances need BOK approva!. Uhde.- the p..-oposal, 
only a foreign exchange bank needs to prgv~de approv•l upon 
verf icatLon o-f docLN11ents-

~/2 "ainten~nce paynents re!!!Ultin9 from a legal obligat , on 
or fr0111 a deci s1on o-f a court and financial .:is.s.1s.tance in cases of 
hardship. At present 1 such reaittance• aver s~,000 per transaction 
need BOK approval. Under the proposal, ,uch re-raitt~nces o f any 
•~t need on i y foreign exchange bank approval upon ver~ficat1on en 
docu•ents. 

H/3 ! mnoigra nts.· r.-:itt.ncea. Sa,., treatnent as A/b. 

H./4 Current maintenance and repair ot private property 
abroad. ~ ?resent, BOK approval is needed. Under the pn,p°"'al, 
such re11i ttanc.._ need onl ,y f.:rel.gn e>tchange bank approval upon 
verificaticn ct docu~ents. 

H/!5 Transfer a-;; ainor a1M>unts abroad. At present, BOK 
approval is required ~or any a~ount. u,der ~ne ll'opasal, re~ittances 
cf ..-.der s~oo pe,- trans..ction (-for .,...ddings, fl, ner-als, etc.> "eed 
only foreign a><change bcn~ approval. 

I<. G...,..,eral 

K/1 Adver-ti eu ng by a1ll n,edia. At present, such remitt .. nces 
r equire BOK approval @KC@pt ~or direct r.,..ittanc:es ta oe...s. s,edia 
Nhich need only -fcreign e:cc:h~~e bank a::,proval. l1-oder the prooo 5 al, 
all 5uch r-11 t tances need c::nl ·y -foreign e>:chilnga bank r-ppro•.1al '.JPO!l 
ve,--i.fication o-F documents.. 
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K/4 Fin.,.,,. At pr-es1Pnt, r-elri ttances c:Ner :s-:s.ooo need 80k 
appro..,a.L !.ildl!f" thee proposal, r-eftlittanc- o+ ct/OY aiaount need anly 
forr: yn ..,,change billlk approval upon .,,_.fic;;ation of docuaents. 

K/9 Registrat:an Df patents and tr-ade- ...-k. At pn,.,ent, 
r-i ttance5 netPd 809( approva.l. Undrr the proposal• renu tt.ance5 nee:! 
only foreign e:i:chan.ge b~k approv..i ;_.rx-" ...,...-i-fica.ti.Dll of docuaents. 

3. Ite-.. ~er Which existing allo-.ce li••ts ooould be increased 
during t.he first year of the thr-ee-yrar p.-ogr-an of current imrisibles 
li blH" u i :r:: ah on 

A/ 1 Repair and asseabl y 
A/2 Proces5in<J 1 finisning, procl!!5-sing of .. ork uncler 

contract and other ser"ies of' the same nature 
~/3 Technical as..sistancr Cas.istance relating to the 

production and distribution al goods and _.vier.. &t &ll stages, 
given aver ;;a period limited accg,.-ding to t:hr '5peci-fic purpose cf such 
R5sistance, and including e.g. advice or visits by e,,perl:s, 
prep.,ratier, of plans -,nd blueprints, supl!rV:isiun of noanufactur-e, 
a,...-ket re"Sa..,-c:h, training of pf!'f'"sonnel) 

A/4 Contracti~ {construction and ~it.intlli'llance of huildings, 
rc&ds bridges, perts, etc.• carried out by speci&lized fir,ws> 

A/5 Authors ' royaJ 1:ies «patents, designs, t:radeearl'.s and 
inventions>_ 

At present, .-emittances under A/1 to A/5 ~mounting to over 
:SlO 1 000 needs ElOK .-pproval. Under the proposal , only U-,ose over 
$5CI, 000 newds BOK appro..,al • 

6- Travel and Touris~ 

Under the proposal, rf!!'str-:1 ctions on e><port and iJIIPart of 
banknotes, traveller,; cheques, and use of crecht card,a, ..-.d 
liMitations an travel expens@s N,11 be -,,nended to confor• to the 
level of th~ OECD code (see attached Annex Ill cf the OECD code>. In 
particular, tr.:irvel allo-,,ices prt'" person per tri.p •ill be raised to 
:S2 1000 pi!r pe..-son per trip fr-0111 t.he fol lo•in.g preserrt lilllits• SJ ,000 
~or conjugal visits, other visits, and travel for en,ployment abroadJ 
:Sl,OOO-cSl,500 for- children <rider 12 ye&rs <>ld; and :SI,000 for 
foreigners re,nding in Kc;,rea. Then.,.. li•it of -$2,000 would exceed 
th1t OECJ) ftiniaua ett SOR l,~ per person per trip. 

K/b Profe5sional ser•.rices !including ser•.rices of 
accountants, artists, consultants, doctor~, enginrers, e%per-t~, 
lawyers, et.c.} . The treabaent ...-,der the pr opes.al .. ill be the sa- as 
A/£ to A/5 above. 

4. The second and third tears under the l.t-ree-yea.r pl an 

Further liberal,zation in the fields of busines5 and 
indu~try, transpgr~ati:::in, insurance, fil•~, travel, ~nd professional 
services "'ill -follo,.._ Ha...,.ver, .1s aost OECD i.ecnber countries reserve 
&OIIH! it...,,.s such as transpotation, insurance, and -f-il ■s in order ta 
protect dome,ati c industri e,a, Kor@a M:>Ul d not be -,bl e to -f-ul l y 
liberalize the5e it .... s dur-in9 the plan period • 

.. 

I • 
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J/1. 

I!" 
1.12 . 
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Tues. 

Gl>"tl'llml!nl c,q,cnh■ir (tr1mlcc of ■lllOWb due b~ ~""''"'' 
l<> 11011-raidcncs ..,d ;,,. coolltttioc, wilt, ollicRl ,cprc2114aliDn. a1iroa• 
;ond c•tributio,u le inknulicJn,1. orpaiAtiensl. 

1,'). Sctllan,,■ 15 'al conll«tion -.ritb Jl'lblic 1,......,rt 1ad J>0$1al, 1ele­
a<•p~i<: and tdep~one ••rwes. 

€: 
J.'4 . Con.••.dar reoe:pu. 

{ 

K/1. Ad'0'1isi•c .. , all lk>Cdia. 

C 
K/~. Me•buship ol .,socia<iofl, clubs ard illlicr cxpnisarioM. 

X, K/6. froft5&ion31 ><:n'ia:! (mdadioog services d a:a,,,Olia.■15, a1ti.a•, 
COCl,.hant,, doco:n. a~, CXJ)C11s, la"')"U'. <i.e.}. 

~ 

ltdo:,ck i,1 the c- al a.:,llali<>11 ot. -••- ..,d ,cf1111ds of 
llll<:•lltd-for pa)'""'1115. 

K/8. 'Rcgi!lra,icn or pat•nis and rradc-rurb. 

I 
I 

Ami.'% A 

UST OF CURRENT INVISJBLE OPERATIONS 

All . Repair .... IS~nbly. 

0 A/2. J>r~1ing. :inisbiTill, pr:><n,ing i,f wcrk: uder ccntr,ct ~n<l o1 .. , 
sv-~i of 1.1:c s.a111r a11r·J-c. 

R~AWrA.- Ir,. r:•sn •-ltcr-~ ,oorts are k ;•o,/vr ,I. IT~fflSLl,in11 
tpt.,/itt..r ti'ltly if t.lu "'1,-crt.:I-Q,. G] 11.t ,~ c-.,,,..l'!Frrr,' " 
l:'JJ,o,-al(kd by 11,r, M,,,,!H, «,Je,ini ....er, f>-•oc.-._,;,.g, tinrJh­
'"l• r,e,. 

Tecla1icd as!.ista:icc (assilQ11oe rdat:Ce t·> th~ prorl'1c1t0n a:id 
cfim:b11t1co1 of ~• and , coins Jt all Sl•@CS. gn-::n o-..:r a period 
1.,1..,.. a«onlini: t<> 11M, !pCCific JM•posc or suet assist,o:,,::c, . """ 
includini e .g. acyj~ o~ ,,;.;15 .,! op,:rt,. prq,•..,,.ion :,f i:ta,,s an• 
bh,epri■ ts , sup,:rv......, of 1Unufac11.1rc. ■urli<:t m••ch. irilini ■ £ or 
pcrsowlld). Sa, also Nole 3. pa,,; H . · -

A;4_ Coetracting (co■s1r1cti<J,, and ruiri""anc-e rM t..ikling,_ ro«h. 
llricftos. roru. CIC,, unird .=• bJ SfX'C'Uli'!Cd ,., .. ~ •• ...i. gmeru ly. 
11 heel prioo:s a!icr q:,cn ll::wn}. 

.,, 

A■lhor, · ro,..a..,_ Paknts. &es:rn<.. •.-..le •aria and inv-,atio•• o~ 
:"""ii!:•""'-•1 ud lia,n,;illg ef ;meat r,p!-f, , *"11"'· 1,ad: 1U1b •d 
•••mt.cu,, whclhre, or £.ct legally p1ol<Clfll . 811d L•H.te,s .,;,;oi out 
<I >teh a..;plll'lCI! or lic«s.rg). S« also Nor, 3. page )~. 

/\/6. Sal.!rin -' wai;cs {ol fr:>nlier or ,eai°""I ~ or~er, -X of IMl>,r 
non-rcsidr:rrs). 

R~k. Fr-t~ tu; ns.~r to Jie CN.!ltlr)· or ,-~:J~rte.~ l>J IA~ ,,-,ci­p,...,_ Tl11: (I.T,ow,t; ro br tr•QJ/err,, ,tr,Ji b~ ,.,,_, ,.,., wlari-, 
.itt,I ~- i.tt. •Ju_. llrd.t;,C_'fit:HJ- 11J .'i-=iJw r..r.pr.utt. ,-_r,t.:J. Mll."iJ<i' 
Wwrn11cr COftlri?,,vu·o.u or frrmitt,,,,r , i/ •rr:,. 
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Arr': P ■ r1 l ~ l ?al1un 1,y 1ub1ldlary companies and b1anchn . i11 overhead 
op•n,ot of puen1 ccmpanlH 1ituai.d abroad i nd v1t•.-~u-■ 11.1. 
ovarhud nptn111 other than 1hcH ,~eluded unlll!r A/J ind /111'). 
Sec 1110 'Nol• 3, pap )4. 

$' 
8/ 1. 

~ 
8/2. 

It 
ll/l, 

(! 
~/4. 

<!1' 
B/ S. 

~ 

Commlnl011 incl bfcktrqe. 

RtmMk: /11 int""' o/ ~•• rl,/1 /11rn ""'trJ Nmmisrl.-. •"41 
broktrorc 111 ~u11nttll0tt -.,ilh lhrir ~/;, ,.,,.;..s, or MowltttNI. 

Profit erl1ln1 out er tunllr oper11lon1 gr 111•• or tnn1hlpmont, 
-< --

R,m,,11. /11 fll""~ wh4re 11,.H ,,~/it•.,, no, t:ovutd b;, F/1 
bdow. 

Blnklnc tommlnlons ind th11n, 

Repr111nt11ion '"ptn1u. 

I>l1'!1r1nct1 rner1in1 and d1i,01it1 du• 111 N!tpect or cp1t1lion1 nn 
commodhy't1,mln1I m11k1h In eanlormlty with nnr11i1f comn11rcl1I 
pracdct, , 

Chua•• for dOC11racnt1tlo11 of ■II kind• lncumd on th■lr -n 
ICCOU/lt by ~~th~rlstd dul■rJ ill fcralan •~e~•~•· · 

WarehD111ln1 anJ sao, lilt , cut10m1 o\nnnc■ , 

T1an1l1 ch111e1. 

8/ 6. Cu>101n, dullu and rcn, 

27 

(ii C / I. M•rhim, lr1i5h11 (inrludin1 chorttrin1, hubcur txpcnte., dltbYrtc• ,.l•-~" m•"'' for fi1hlne ••utll , 11e.).1 

Jt,mork : Stt Nair J, pa1t H. 

G) 
LiJ C/2. Inland w11trway lrol&hta, includlns ch111trin1, 

f.i.• Cr3. 11.o..i tran1pot1: pu1cn*c,1 t11d lic i&l1u , l11•luuin¥ ~h111'rin1, 

@ 

Cl~. 

( : 
C/ 3. 

1'1ym1nt by pamna•rs ol inl■m1liD111 I air 1\cklll and ucus lu11111 
chueu: paymtnl 01 lnternll10nl l air lrll9hl ehul"J ancj charttred 
ftl&h11 , 

11tecelp1, horn I 1 11le or Internationa l 111 tick~~- excm lura■ ae 
~har xe•. lntern11lon11 air frclah1 char1n. and charmed nlsht5. 

11,ma,~ , Tht rrorufu of 1/iru , ,ulflU "' 1ht htdd "J/iN 11/ r!tt 
aJr !:•~tport <OW1po11,, rti11c,M,d shalt b.• {,,,. , 

ror , ■I \ mean, of m~1!1i11,1c 1t1111\"'1t. h1rlruu, .... 11.., (lnduuln~ 
bunurins ond p:om1on1n1, m11ntcn1ncc, "p1lr1, '"pcn1•:a /c,r 
orew,, etc,). 

lttr1111rk: In /flt corr o/ r,paus. c~rrtn1 ma1n11n1111r1, 1·11;'<lf' 
and 1mrr1111cy rtpnln' (,tt also C/6/ /Stt /','ott I. po11 ·.IJ.J 

Fer 111 mean, ol in land w111rw1y t11nspor11 horbour 1ervlcu (invlud­
ln11 bununna Ind p,,;,vt11 on in9, maln1,n1ne1 and mi or r11pair1 cl 
eq ulpm~n,, txr,erur~ tnr r.r•w•, et r. ) . 

R~mttrll : In. 1hc ,.,u o/ "p.-ir.s. crurtrtt malt11t ,1 t111<t rtpai,.s 
011/1 /11• .J,o C/6/. 

I. 1"lrtlt ll•m rtn.• ,u,I f'f'I"''' tuncrn rt .,_. l .. ·t•" t...-o r,o!'tl of 1>-t llff\41 SU14. 
Whciiit u,,h u.1,u,po,1 i, o.-n lu futc 1rt1 n fl ■ f•• 11--1 r1 rJ tlia!I t,( fin , 

1. Ff\f 11t ri111II M t'\I l• rm " _,,., l'll~• tl l\11r, and I ■ 11w ""'"'"' , api•d C f t4, 
xr Nn1:c l . ;:.i ;c. )l . 
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For ,.1 -=•rH er CC1111&1••ml ,oad 1~; ,oad ,.<'dCO Ciad"· 
ins fud, oil ninor rtpain. 1aniinc. cxpctt'll5 kK driw:n and 
CIC'IIS.. -J. 

for ~I mcaon or ~r 1,ar.spG<t: ...,.n1iag .....s a-4 gcraal ottt• 

hta4:s. includi•g "',am le aiiaafl .-I 10 air 1-.-,,... tquipnonl. 

ll",..,rk: /roc:lw«i•t 1111 cli~ri<> ;,, ro,zttn:fion willt ,,._,, drf"r,~ "',,;r .... parol "'., ,,_.,,, .. , CDffl,,.,.WJ .,,.ich IIIC jncur7ed 
;. h Cllrrm<.! <># rJw: Sralt ~ f}ic "dirrry rdn pk·, . 

Rq,air I>(~ 

Rr.,,csrk: T,..,,u«tmr ...,.., t!w• ~ r:rwud "1 Cf} (i.r . · 
cit.Jsii''f<•rio1t

0 
4'01W'l'JlilHI gn,/ t1r•~r Mlljcr rcpo,inr 10 IJw otf!M 

•• ..,i,;c/r rJur .., - ~., • .,. ,.,..ible ''°"'· 

.._cpai:• ol n,ans ol , ....... pon Oltoc, U,a,, sl,_,p,; Md airer-alt. 

,r,.,,.,..., r,.,,JN:,,_, .,,,..,, ,~_,. rflou cotttrd b:J C 15 1t:1 

t S.4" r.A.1<111 !O ..,...k, dt,ty le ,..,, co,ulill•U \.Ci~ t1ode. 

D . l■M.a,,K;E 

D; I. Soci9l ,.,.,.,;,, arid <Ocial iclsu.nr.cc. 

Rr,-nlcs: 
I . f,rr ,,.,u,er ~1: 

a . (~TlblfflOl<l .,,,. r,anlll'U /It ~,,,c:, r,# ,cdol 
-'«"•if> or .... ;.1 i,u,,.-cc ,.yo1,1, ;,. a,,,.,,._,,. Ma,,b,tr 
Sltlr~;" · . · 
Ii. ....:illl J«un\•y .,., _...t iaJ""711C< &,,Mf/t, ,,..,..i,1<­
kl ., ;..,.,,-,J ,.,.-.at' or H'1<#ici<o? r~lllf i,, an,JI/Ju 
!llt1•lur s,- « , /or rlteir -•• ,., .• MKitJ. ~cii<iry 
"' ,.,nol iruannc• •~ io dint adw,r $$re. 

l. ,1 r/r, -f,r NN1rrs kJ ar, ...,.,..,.. a,,..id,-,c-d •• .socitB 
i,uorrnltt lf1 OJtlJ ,,,,. of lh< Mt:,...,,,,'3 cor.:crnm rlu, 

prom,,_ OC'C"W .... , ,A, --· libaGI /rrDhnr,,1 ,J,ol/ r,;,p#y. 

], _ Social i«JIWll»c-t rnu;.MC1iio,u cvried "'' •:-- p,war~ UUwren­
.mll our, lPr ,rrhj,n ,,, mr ,,,,..;,....,. .. 1 Porn Tl/ .....-i IJf 
ttl Anws I. · 

,:u.,na.crion•' and Crausfc1' "' I 
con..enioa wilh uec1 .... ranee 
(<M.ha Ihm social SIC<llr.ly •..d 
.oca insuanco:). 

loosat3flCC rdaoi•i la ~ in 
acnatioJul ,~ . 

@ l)f4. All oOn i,,1...-ao«. 

1, 

R,-i: Dinn i~ rrGnJ• 

•J:OU ltr,rrr.n ;.,,.,-~ 111 P"l"t 
U~ SIOtt _, ,-,.,,;r,J ioo 
,,,..,1,n /lof,r,,Jur s,..,,. .,.. 
,,.,,.,,..,, r,{ ,,..,,Mi,,,., .... ,, (ort-

, ... .,,ic,,u 1,n,,.,..,.. "'"""' ""' """"";. '""° • ilr•- !,f~ 
l>rr -"«oc ]",...,S,,-, I>• ;,,_,,, 
i11 or ,W......locr S...,, .af ~rl, ­
,.,,., •rwl i,,.wptJ p,,,,i,I ..,. ro 
/Jr pu;, iti ••cohrr If mt...,. 
SIMt, arJ sr,;vnf"i o/ .,,..,," 
n«V:.UM)' fo,r rlrr ,m(c,-c~Mt'ltt 
,:;/ ,conu aminr ,.-.. ,.,, 
i.-.-a«t w.,llrKl ll'ir't.'n I~ 
r_, 1p-c1 / ;«d ;,, p,., I of 
A . ....,~ I . 

(ti D/S. TnuacliolH a.4. tnns[cn in coan,,ction .im rc-i•>ua■cr ar,d 

~""<;,:l nee~ 
11.,,_.1_. Tlrr ,.,.,-.u;,,.,, oi Porl JI .,f ,lrtat.t l Jfs,11 ol.sc "?PO'· 

D j6. Co,-dilio■s for c:,;t>'oli'1111,wt and "F"'""" ., k:nchc~ 1nd 1,cn.:ics oi 
forc:i_go rnsLIC-cfS.-

11.-,b: 
I . Ao./~I.,_ »"idli• floe Ii,..,.,, f(Hdfi,d i.- l'arl 1" of A~ I 

f«l,m,.-.,srf ()//,;r M~St"'6 la ,.,,,y,..i, r--,;,t- artd 
1a tni,nsacr hsilt.!s. 

2. 'T,u.,/crs .,,,...,.,,, hr..dttt ,..,/ Qgo,rT!> ~ .rar.ir ,.,.~orc-.d 
inwr-r,.,. atd ,_..,'r .o...d o#icrs rn!lv• l .~t /irffifJ sr,co}J lit 
Pfrr, JI' r,f Ante>' I . 

E . Ftu•s 

Exportatiooi; np«tat,ow, lii"1nbulilm a■d USC fX p1ia1cd r...,. an<I 
•Iller «:llll'llilllP - -.m,,ICVD lk ... ..,, ol r<prod.,,..• - for p i,-..c 
•• ciM•• cxllibition, e1 for 1dCYiY011 "lroad<:atl.J .' 

Rc...,...t.: Tl., prowJ;,,ns .,, A.nn II' shooil .,,,,, •wf'!­
Mmth,rs slwll rr••• uoJ ..,t1,oriHtiM r,,;,,i,d jor ,...,,.ncaiMJ 
o.,f,;c/, lfrq l,d Gur~mud o,o h• JrriMnY, / 959. iot rirl..r of 
,r.pcrlons or i••rr111a.1tG,,.f "«f't•cnu11IJ i11 forr!.t .i11 tier ,,,.,t! 

I. Tana-;,it..,1 ~ Ilic: .ktar:I ID •• ;lie- C'.(lnr•.-.• o! a :litcct ia(dr,llnot 
ccw,lnl,:I h I JCDOfl N1 cf'< Mcinbcl Slal.S w.ith a.11. ;""-1,tt i« alOlhitJ ~r :$btc. 

l n. pao•ia.iao:11 of 1.1.i\ ilem tic- M4i a.W, 1,o Ca.u<la wt,,ct. accordi■llr ha$ 
Mitber -GDli~10H nOC' , • .__ ,he1~11•1Jc r- (OECDICMilll' .,.,. 1:!til 0c«,1bu. 196: 
_. OU)!S4 lf"-•·1 <1f Jr<I )<h...._ 1,'4J. 

- -- - - - - -- - - - - - - --:- - :-:- :- -
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F. Jl'iCOIE FIIOII C~r ITAt. 

~,,.~~·· 
~ 
F/J. lner«si. f.;,dwlfw,g ink:reo1 -Jel.c•-· -.np,es, ~le:.). 

/fc-'<: Dou - "l'fl(:, ~ 
;,,,..,...,. lmnlffl Ir.,.. c,apillll 
flCrP/rH 0,.1,c,..;,, 1,._,, ;,, ....,.. 
J,,,,,,,;,, W'ith 1M .-..,, <OIHtUII 
lftc~.., ol<¥»1, 

Rent.. 

\,!! G . TllAVEL,.V.-OTDUIUSM 
~Ji .... .)•! 

._1,: Tlll uc:i,-,,_., all iltur,a;li.,.,/ Jro..t ,,.-Uasna,s 

.1-otl fer p,qosa a"6 ,,_, ~.,,,a-. JIJffl ., pl,ttm,rr. 
,__.-._ l,J;,/,iy. spo,c, ~- rim, ID,_,_ or frin,b. 
_._,-..~,rft,,""1UM1cf1-bll,a/-iaur 
Rlip,,t. 

Nan..rl- .WI"' ..-.I l,y Mmtl,w~o, a,-. 
WY h,, ~ ftT ,w,-.,, fl/~,_,,~ or orm 
int~ ~ind. Po, 1M -1-r:tti if ,...-.1, ~ . ,., 

IBlriaiota sa.l 1¥ pl«Jed"" trrntJ/rn al,rN(/ liy or• 6dta// of 
l/V'ld/,,n U" a, lfw a,r abroe,/ cf_. cars OF .,,.,,,JiJ CIIT'U, iff 
~ wa IM p1'1111iJiou of .A.woerllL r,~/lt,s rW. 
_ _ ,,., _ _..,..,,, p,,n,ril(od foat:fJflVT,cc,-1 r..J ;.,,,,,,,i 

'-atir. -1 /artip AN:•lda ,_ I<> u, r<rl'f!ikn' ffll9UO ._, 111...,....,.,.,. ~ w pro,,tJba af ,._,,IN:~ 
- ill tr...Jlrn' c.uyws-'far fomp ,._.._ ""811 6-
.Jl.,,,rd <Mp,um,atm af ~ I.=ly. rrrn,,e/J,,r.s wll r,., . 
,,,,,-w la~bfwdr,,ac~-.Cli_...,__,,. ta IA,~-.,, ,4,.._ffl 

jj' }(,q'.°. l'cniOIS .. d oolocr ilx<Nnt el a ~ -uure.. 

"' 
,lc,,,e,.l.· lrt ,-.,., a.I~ ...... o/rrr ""'4111 •,ntr ~ h'le 
.,, • Mr~ .s,..,., r,tha- t'-' rfttir S..rc •I ...-,r,n, -,,1c&li,I, 
,...,,.,.,, ... ;,. ,.,., ~, Mf!ffl«T s ... 1. ;,.,,.,.,.,, ,,.,;, .,,... 

~ 
i/2 MainlcUDCC p11n.e= ~lung lrora • lcg;1.I d>ligaaoa ~ : rono._ ~ 

I . lleciuon of a C04Ut nd ""'ai::ia auottna: Y1 Cl56 ol tu.-d,Jwp. 

~ Frrrpm:»klttJMfrrwrlwM-"'r!ifttk,fwl,il:i 11~ 
~~1.-.,1n1,ufera•-•.r,/JGt.ria.f«<, _ , 
-,1 a/wr anmt nru11en11iool. d/16 ddw:tim cf #i,,i,,K OJJr.'--'4. 
IIUa, Ml >Wifl .. ,..~ . 
Ne la:, faw-rtU• r__, ml/ hr ,,,,_.J,,,I ro ,k,.,,.r,,b jar IH 
trvM[rr af --,gs c;f ,e//--,loywl pffWIU or -""-' of tA, 
lil,cr,,l fl"'la:sia,u. 

io 1·1/l Cur=,, ••i■tcaincr and "~' d prmitc propctty un»d. 

-I. 
H/5. Tn,uf•r ct ,ni.a,- &1110',,..,. abtoad 

€ 
(y ll/6. 

~inn< ID -,•pen. l pctiodicm, book-. 11>':;Sic:al pu-blica,_,.._ 

N~. p,tio<licals, books.. 
•11si<al ,.~ 011d 
J C,C~ 

1(,,..,/t: To lir~ , .,1m, r,, • ·hid, 
rr.asuai·OC>r.s in CQll"tl1-e-ai"" KitlJ 
thvr i(r:,,S do ,w,r nffl"J,:,lb•e 

,i,;~1., r,,,,lt. 

H/1. 5por1s prius alld CKi■ 1 cacr.i11&•· 

R..-t-: t.o ...-<JNIM<, roi"1 lfte ,-,..1 a/ rt.t ,.,,,..,1,rr, 
COtK.,,,r,. 
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·1•1•· . ." "J: ·:: Allnt.r II/ liJ A1111r11 A 

:~ · INTE.RNATJONAL MOYl!MENT OC: DANK-NOTES AND 
), : · TRAVELLE.ltS' CHfQlJF..S . EXCliANOE OF MEANS 
':';=; OF PAYMENT SYTRAVELLeRS AND USI:.OF'CASH CAIWS 
:'(if.,._ :•· · AND CKf:DIT CARDS ABROAD 
"),(, .. 
-~./ : 

,{
1
';_; _L IMPUKTOF l)OM~TIC DM'fl<- NOTES . ;f,.:, ·, Whtn cnm ln,i: a Mcmln:r S11lc, ~on -residonl lrJYellen !hall he automY· 

';,• ~ licnlly perm itted LO lmpon ul !cu, !ho ~qu\s1tlon1 of I lSIJ unl11 ·or acc:ounl ill 
.~/.·- 1ha1 Member's 'oa~k•nutos, Rc,idonl tr11~ollor1 rolu rning 10 their country of 
~\\ midencuhall be lUtO•ll~tlcally pGrmillod LO impar\ b~nk•MICI o( lhQI 5 LIIC up · 
,.~f 10 the 1oul amount UJ)Qr1~d on 1he ir d,p~riure ihcrcrrom, or lawfu lly •~1<1>ircd 
::lhdurin& 1hcir 11uy abroad, /j /:';i: I ·• • 

!i(: .2, . :· BX'POP.T OF DOME.~TIC UIINK•NOTC.:S 
. ·-.:··,:,!'' , 

\JJ hqn lc~•ln; a Mr.mbcr Slate, r~iidcnl-~nd non-rcsl~onl lr;v~ ller• •Mi l 
,, . . bo au1on1al1eoll)' p~rm luod LO c~porl ~l lcnst Lh• oquls~lcnl or l~O unilJ a( 
· :,. , tccounl por porson per Journey In thal M~rnbcr'1 ban~-n01e1. No jusllficnllon 
'•::, ,noll be r¢~uircd co~ccrnln11 511~11 ;~pgrl, 

-:;_, J_, ,, , IM,l'Ol'.T or Tl'.ll't'CLLCIIS' CHiQVliS /\Nil FOP.81nN DI\NJ(•NOT~ 

i1.'\ l,:~-- · Wllcn ~nmtn1 a M.mbcrStat~. rosidont ind non-res ic1~nl lravcllcr11hull 
,h bc ~utomntlcolly pcrmiu~d l() imper\ (orcl1,n b~nk•nQICJ ond lrnvcllcrf ctl;~u~, ,, 
·•,{ rcaardlcU M the currcll~Y In which \he1 oro dcnominuled , Thi1 proYls lon uw1 
, ::j no1 in1p ly nn abll&ido1, for lh~ eu1horil101 or Member Slate1 to provldo for 1hc 
· : : purehu~ or c~chanvc ~r lrav~llera' chcquo1 .~d foreign banlc•notcs sc lmporlad 

\ 1>cyond th~t conta 11ud in p~r~1raph 5 bolow, 

!' .. ·"'"; 

' :~~~: .; ExroRTOFTRt\VCTLLE~s· CKfiQUl:'.'i /\NO l'Ol'.CION D/\ NK-NOT!lS 

· ' i a. RtJ/dt11IJ 
..... , 1 

(: When 11.ovi ns Ii Mombor Stoto, rotidc1u trovcllcri shell I>~ GUl<>mo (iaGlly 
.,. pcrmimd' 10 a~u iro Gnd 10 elporl in n propanlon I.rt tu tho lrQvcllcr \no 
·!· ~ulvolonl af Gl lo~_!L) 2$0 )l rtit 1 or accnunl per ~U2!!.1!£' juu, nc in lr4YG11ora' 
'.;,,hcquc;, rcgGrC!lou or ,ho currency 1n wn1cli tilCY urc i;nom1n6lc ;-Tnuin 
;;..fgrciin bank-notes. No req11cst for j11~1 rnca1l0n shi ll bu made conccrnina such 
? •c~u i1i1ion and ~•port, Unde r 1h11 pro•i1ion , /orcl•n c~~ha1111,c dcnlcn th4II bq 

, . ~r 

l 
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frco. -.,ilhln \he limi '.1 ot their na1ign11I roavlu\l<lllS, 10 vb\oin fom11 n honk•no1c• 
,1110 lo 1eil 1h~111101roy~!lert. 1'hu ~rc~onl provi~lon do.s no1 imply ony ob li ,01icn 
rnr \I\C ~y \\1ori1io• 1h0 1 ,~clvc~ 10 pro-ic.lc sucll LrUYllllc,.' chc(IUCI or roroian 
bnnlt•nlllC~ oi1hcr dircclly 10 1l"' 1rovcllcr~ er 111 forc i11n c:r.ch11~110 Jll~lcrl. 

When leaving 1 Mem\/Cr S1~10, non-rc1id;n \ \rovcllon 1hull bu outoma• 
1ic:1Hy pcrmi\t•~ io e•i!Crl u1v,;1ler1' ehequtl, rcsardltll or :he curl'\:ncy in 
which 1hcy 1.r• d1nomi no1cd, end foreian t11.nk•n111t:1 up 10 1h111quinlcnl or th• 
to\Q! prcvicij1\y import~d or 1u,Cully a.ci;ulrcd uuring their s1iy , 

Non,rcllllunl \ravol\orl 1holl l)e p,;rmil1od 10 uchMill~ Into mcnn1 or 
p•yn,ont in 1h~ 1;urrcncy or in)' rorcl11n Mcmi:or Slate: 

i/ .Mc•n• vr p.i.yn,ont in 1hc curro,;,.,, or ·ano1her rarclsn Member Sl!IIC 
111hlch c;i.n \:lo ehown lo ha.¥~ bu1.n lllwfulll' lmporl~d; and . 

ii) Oonicul~ uu nk-no\u .. 1,icll ~~n Ila ft hown· lo haYc b.cn auq~ircd 
P'1,a ins1 auch n,aan• or p,1ymQn\ in 1h• a,irroncy ar un01l1or rorci&" 

Mem'oo. S11\IO dutina •~cir 5IUY• 

Unuar 11111 pniviiion rol'41sn l!tch~P!IU da~lotH 1htll be rr1.c, wi1hin \he 
limi1• of 1h~1t na1\011al ,o~uh1lion~. LO o•chan;c lhv mcnns or pa~inanl In 
quc:.\ion. Tha pro•is,on ,:!ocs 11n1 Imply any oblig1111nn iur li1a au1horltlc1 
1hcm1a1vc1 tn pruvldc ,uoh mcan1 of p~y t11onl either dircclly la \ho 1ravcllc1~ or 

10 foraian cxch111111c daa lart, 

6, 
UsG 0 1" CA,51·1 CARDS /\1"0 C\lll.P l'r CARDS Alll\0/ID 

• The pr111cir!o or the free u~c Q( ~a.1h o~ rd1 ~nd crdil , arJ, ~broad provlucil 
!or under s~c11un O ol thc Cude uo,;,:1nu11m11ly uny vlllig•tiun ror 111c :111~n1;ic~ 
'" ~int ,uh c~rd1 or crG:l •l cnrda 10 ~mend \he n1lcs ~ovcrn1ns \he u!c o( such 
eHds for 11,~ scu lamcn\ or c1pcn1Murc rGID\ln& M lruvcl or s111y, ;brn11cl or (or 

a1>1~1~1n, ~a1il 11brooii 

• ··I I !'~ 

' ,: 
., 
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P.SIAN OEPMTHENT tlltf:.\,JJl5N,...,,rou,Pc 
INTERFlJIID,.WA5HINGTON OC 
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SUD.JECT: LIBEfiALIIA"TIOII rF a.JRRENT lN\/lSIBLE 
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SEWL 
.,,_ ·1 -1\., \,,-u 
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,.. • ,.. • c;o.t,, I. 

TRANSACT I<JHS. 11 __ PAGES 

This note descr,bes the cur-rent invisible transactions 
already liberalizP<I and the liber-alization measures proposed by the 
Ministry of Finance. The latter ~re likely tc be adapted with feN 
changes ear 1 v in t.he secOt'ld h.al f of 1987. Attached are the OECO 1 i 5t. 
of current invisible operations (•Anne,c A"> and DECO 5tandards 
relating to travel and t.ouris• ("Annex III to Annex A•>. 

A. lte•s already liberalized in accordance Hit!'\ the OECO Code c-f 
Libe.-alizatian of Cur-,.....nt Invisible Qper-at:ions (21 items> 

B. Foreign Trade 

E/1 Ccwn111ission and brokerage, pr-mit. ari11ing out of transit 
operations or saJ.,. o-f tranship~t. banking coaissions and ~rges. 
representation e><.penses. 

B/2 Differenc~, 11argins and deposits due in respect of 
oper&tl ens on colMIOdi ty t.....-11j nal -.-ket s in con-forn,i ty with nor..,.l 
c,__ciill practice. 

B/:3 Chargea fer docuaentation o-4 illl kirtds incurred en 
their ...-, account by aut horized deillers in for tai gn exch.,-,ge_ 

B/4 Ware housing and storage, custoons clearance. 

BIS Transit charges. 

B/6 Custoras duties and -fees. 

C. • r"'fl,;port 

ORIG: ASD 
CC: MR. LIM 

ETR 

C/4 A,r transporti passen~rs ilOd freight, including 
chart.er-inq. 

Pay..ent by i:,assengers of internat i onal .air ticket • ...-.d 
excess luggage- chilrgPs ; payaent. of int:ernational ,;o.ir f,..-eight charges 
~•d char~ered flights. 

Receipts from the sale of international ~ir tickets. 
excess luggage ch,rges, international air freight charges and 
chartered +lights. 

C/5 For all •eans of -rit i me tr.an5Port, h,;orbor se~,c:-

C/ 6 Repai ,- ~ sh q,s: repairs 
Ghips .a.nd aircraf~ 11-e., tran!lclctions 
Cf5 to the s-xt...,.,t to .. hi=h they do not: 

R r.: r, !i.:,., 
'-vL ; Vfl) 

1987 JUN 18 ..• 
AN /0: 17 
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rn;;urance 

D/2 ln!all'"ance relating lo 9ood5 in int.~n~tiorial trade. 

Income +~oR capit.-J. 

F/3 lnterest (including interest on debentures, taertg~go,s, 
etc.l. 

F/4 Rent. 

H/6 Subscription to ne--.papers, perie>dic:•ls, books, and 
ausicai publications. Furchases o-f n...-papers. pl!!riodical&, book■ , 

a.Jsical publications, and records. 

J. Public jnco,ne and e~p,....diture 

J/1 Taxia,s. 

J/2 Govern.11ent e>ependiture. 

J/3 Settl-nts inccr,nection with public: transport. and 
postal, tel£1jjraphic and telephone servic:•s. 

J/4 Consular receipts. 

K.. General 

K/2 Court e><penses. 

¥./3 Damages. 

K/5 ~rship o+ associations, clubs and ulher 

1
org~ni2at.ior15~ 

K/7 Refunds in the case of canc:ellatic:n of contracts and 
re-funds of uncallecl-fo,,- payments . 

2. [teas i 12l to be liberalized dur1ng the ~irst year of the 
Three-year Plan (ti~ing likely to be early in the second half of 
19871. 

A. :Jusiness and industr-y 

o Alb Salaries and .,...ge5 of frontier or -asonal "'°""1<rrs and 
:c: OT other- non...,..esidents lRe111ar k: the afllOUnt-. to be transferred •hall 

be the ne'° sala,-ies and ...,ges, i.e. af'ter deduction of living 
•=;:i,enses, t=es, social insurance contributior.5 er pre,ni....,., if 

"' 
I 

"' "' I .... 
m 

any>. Pr-.... t liAi.t is under -$"500 µer lftOflth. Under- tt-u,, proposal, no 
li~it will be pr-c:riru,,d. 
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P.17 Partic:ipat,on oy 5Ubsidi.ar•1 COOlp .. nio,,; and branches in 
ovP.rhead ex9en .. es of' P..,.. eot companies si tucateo abroad a11d vice 
ver-s.a. At: pre~ent, onl Y fo..- .. :up, invested coq:ianies co.,,..red by the 
Foreign Capital lnduce.-nt Law can reait overhe.w •~penses- It 1~ 

proposed tha~ subsidiaries •nd branchps cnvPrerl under the Foreiyn . 
Exchange Control La• be st~ilarly peraitte<.1. 

F. 

F/1 Profits fro~ busines~ ~ctivity. 
company branches ...,.y be re,.i tted· onl ')I di't.,.,- a 
after- business establishment dat@. Lnder the 
be prescribed. 

At pres .. 11l, profit~ of 
delay ~f three ~ars 
proposal, no delay ~ill 

Fl"2 Oividends ,md shares ;ro'" pr~its. At .,.-..sent, such 
reniittar1ees by subsidiaries cCNered . by the Fcreign Exchao,ge Control 
L. .. require the approval of the fti.ni,.try of Finance. Under th[! 
proposal, only a foreign e><chango, bank ~ to qi""' approval upon 
verification of docu .. ents. Such · r-i.ttanc- of co,ap.3ny 'Subsidiaries 
cov...-ed by the F<>t'"eign C..pital lnduceaent Met had already been 
previously liberali%ed. 

H. Feorsonal Ir.come and £-"<P4lndi t,...,.-.,. 

fl/1 Pensions and cth....- inc011e ct ,. s1•i l ar nat•.Jre. At 
pn~scnt, such reon ttances need BOK approval. I.Jh<ter- t~ pro1>□sal, 
only a foreign exchange bank needs to provide approval upon 
ver~icatton of docwnents.. 

~/2 P1aintenance payaents re!!!Ult1nq frooa a legal oblig3t,on 
or frOffl a decision of a court and financial ~~~1st...-,ce in ca5es of 
hardship. At present 1 such re111ittances o,,,er S3 1 000 p,.... transaction 
need SOK approval. Under the propc~al, '!IUCh renultdnccs of any 
at11QUnt need cn i.y foreign exchange bunk awroval upon ver1f1calu,n of 
do...--u•ent s. 

H/3 !anigrants· ,-e,,,,itt.nces. S..OC treatnent as Alb. 

H/4 Current maintenance and repair ot prtval., property 
abroad. ~l present, BOK approval 1s needed. Under the prep,,.;~ ! , 
such rend ttances need only foreign e><r.h.'lonr,.- bani: approval upon 
verification of documents. 

HIS Transfer oi' mi nor amounts abr<M~- At present, BOK 
approv~l is required ~er any a~ount. 1X1der ~r>c r,ropn~al, re~ittances 
cf l.W'lder S5OO per- transaction ,-for- -ddings, h.ner d l!>, etc.> ..,eed 
only foreign 2><change b.ant: approvJl. 

IC G~eral 

K,l AdvEr"tis1n9 by all i»edia. At present, such rl!'fflitt~,c~ 
r~qu:irP BOK approval @xc~vt ~or direct re111ittan<.- lo nei,,s medi. 
which need only fcreign e:cc:h..,~e bank a:,proval. 1.r,r1_, the prooo,.a,l, 
all such rE1111 tt:ance,s need only -foreign exchange banlc .apprn•JBI upon 
"Jeri.fication of documents. 

' . 
l 
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K/4 Fin.,.,. At present, rein:a t t .. , .. ~es over :f3.000 need BOIC 
approval- !.l-,der the proposal, remittances of any araount need only 
fores yn e>< change boilOk. approvai upon verfi cation of docu.,ents-

K/9 RE?qi~trat.aon of pat.,,.,ts and trade-aark. At pre5ent, 
rlMlittances need BOK approval. Under the proposal

7 
remittances n....-d 

only foreign exch,,.nge bank approval upon verificatioo o-f docuacnt:s-

3. Items ior Which e~isting allowance li••ts ooould be increased 
during the first year of the three-year program of current. ir,visibles 
liberal i :i: at1 on 

A/1 Repair and assetably 
A/2 Processing, finisning, processing of work unc:ler 

contract and other serv1es of the same nature 
~/3 Technical assistan~e (as-istat1ce. relating to the 

production and distr-ibut.ion a-I goods and services at all stages, 
given aver a period limited a,;ccirding to t:t,.,. !!<pecific purpose o+ suet, 
"ssistance,. and including e. g_ advice or visit,_ by 1!!!><p~s 7 

prep.-ratieri of plans and blueprints, supervision of ..anufacture, 
m.arket researc:h, training ~ personnel) 

A/4 Cotltracting (cons-cruc tioo and .. a.int...-.ance o-f tiuildings, 
roads bridges, perts, etc.• carried out by specialized fir111s> 

A/'5 Authors ' royal i:ies ~parte,,ts, designs, tradeearlts and 
inventions). 

At present, remittances under A/1 to A/5 ~mounting to over 
:S-10, 000 needs BOK approval - Under the pr-opo15al, only tnos--.e , DV@r 

~() ,000 neli!ds BOK appro11al. 

r;_ Tr3vel and Tourism 

Und@r' the pn:,po,c,al, restr-i c tions on e,:port and i,nport of 
ba1:1knote.a, travellers chEa-ques, and use of credit card~, and 
li111itations on travel e >:penses w,LI be amended to confor• to the 
level OT the OECD code (see attach~d Annex Ill cl the OECO code). In 
particular, t r.:>vel allo...,,nce5 per p~rsuu per trip will be rai~ed to 
!s2 1000 per persc,,-1 per t.rip from the toJ La .. 1ng present liim.ts: s1 ,000 
for conjugal visits , oth....- visits, and travel +c:::r enoployment abroa~J 
:St,OOO-:Sl,500 for children under 12 years old; uitid SI,000 i-or 
foreigners rPS1ding in Korea _ ThP nr.w li•it of S2,000 would exceed 
the OECD ninia11111 of SOR 1,250 per µe,50fl per trip-

t</b Profes!iion .. 1 servi c"'s (including ser •Hccs of 
accountants, artists. consull•nt.~, doctors, engineers, ~z~ts, 
lawyers• elc- > • The treat19ent under the pr opes al wi 11 b P the sa.e as 
A/l to A/5 above_ 

4. ThE! sec one ard third -,ear<e. under the t.t-ree-y-:,"r pl an 

Further liberal ization in the -fields of businesss and 
indu...try, transpcr~ation, insurance, f ilas, travel, and profes~aonal 
services wiJ I -follo>'4- Ho,-,ver, as aost OCCD .-.nber c ou11lr ics reserve 
50IIM! it ..... s such as transpatation. insurance, and fil ■s in order to 
protect do,,,,.stic industries, Korea ...ould not be able to fully 
liberalize the~e it .... s during the plan period. I 
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J. Pu■uc lt<lCJfoJE .._., &~eM>rll-"£' 

Tues. 

GO"ltt"llmmt c:xpc:,,d:il ■ ,r Hrans[u or ■-.. due b, ~nm,oc, 
lo non-rtsidtll(s and in cnnncclior, wid, ollici~l ,qm2alalioo abroad 
aold cnuiburbns t,o inlenoalic>nal cwguisat-.sl. 

J.')_ 5ctda11t111S in coolltttic, .,.;,b p,hfic tn,Mpert aad i-tal, aelc-
gr•p•ic illld ltlepkorie ltlWCS. 

€_, 
J/◄- Con5Ul..- r«r,pu_ 

K . Cumut 

' KIi. Ad\otrlisi~i l>y all lllCdia. 

0 
1(/2. Co11rt upeme. 

0 
K/l. O■m•tu 

C 
K/~. Mernb<rship ol •ssocia<ior.., dubs ant «her orpnisa.riol\5. 

K/~ Prof<<&ii:>nol ,rnicr:< (md■ding 5Cnriccs d -■ia.■ ts, a11i<ts, 
coa,.honu, <klc~ agir>,,us, a-perts, ln•JU'- etc.). 

€ of Kf7. ltlh,ds in lhc: a>c of QIK:l!llalio,i ot .,. ■ lr"lds ..,,d ""'1Jnds 
unall.-d-for ~ 

,.. 
K/ K. Jlcghtr~ nf pal<nl< ant rndc--n■uts. 

I 
I 

; .,..1, ~, .., , ;-~+ 

I ct; , -,. •·•J ·~, 

A,.,,n .f 

~/' 
LIST OF CURRENT lNVlSJBLE OPERATIONS 

Afl. Repair a ■d ■s;u:,bly. 

(j) A/2. P',..,..,. ,"'C, :ii ,i>bmr.. pr:>cu;ing of ..erk ■■ dcr conrrzd •11<1 a .. rr 
~1 c.f tte )..allle •ar.1"'C.. 

•.1(. 

R1,re,.u#._ l11 cvn -•-lrt r~ ~s rue k.t,lvrJ. l:hrrffl~,1uit111 
1PtJ,1;es .,,.,,,, if 1Js6' lrn,r..rt.:,-a,. c./ 11a.t tl">Otk ('•''""""'' " 
t.~h"•lixd by ti:~ Mn,':,u CY:l~riut ~ ,r,•tt<n:i•,. tinrJh-

-...,..,,: /../j,. ~«ln1c:3J 35."'it'Sta:lcc <assiibncc: 1cbt.1:g: t·) tht" rnJn11r1t0r1. a.,J 
d1J~t:b11t.Jou o! _~ooch and !Cr",a,; .n all sr;a,cs. gT\>~ n'-f"r ,. ~, iod 
~■1 11-0<! aca,ait ■-.: ,., •~ "fl"'•llc l""'ro<• of suet tMi,L,n-_..., _ on• 
J11.::fudi_ng l!' .g. ;Kvja: 0 7' "'.i~l'i I,! O.JJCfl'- , 'Pl'1:plr:Kion JI r,lans ~nt1 
l,lwepoeu, supr:,.._.'510f'! c( nu11 uhc.__,,< • .-wk\ rnc:nch. ln1ini1,r n( 
pc.-so■ nd). Sa: &h;o Nrnr 3. page H . 

/\,'4. C~tr~lt (coom~«m,, ;a,c1 n•intco~ o/ lnoil<linp. r<>1d ._ 
l,ri<f!G, r,u,1,, e11:., unorJ _C'tl1 hy spc-c-;.;,.,11 Ii,,.__ 1"'1. tlfflCn.l ly. 
It i><>d prio,,, a!icr qxn ir..icr}. 

_it- . A 1S. 
A•_lhor!· roydlocs. Pat,nts. des:!"'- ,q,jc •••la and in~o,i""'' u~ 
~tmcot &ad ioonsing .. ;>Utrll ,,n,, 4e\il"'. 100: 111,11~• 111• 

nn1t11t;('f15, whetho:' or cot lc~all)' prOlt'CI('() . and 1.-1,nlcn. 1,~o,. out 
•• .udi ■B-ip,mcnt or tic,.,.r[I) . S« also !'-lcr, 3, p•~ >'-

;·•~»-.. ·· 

-!' 

/\/6. Sal2r in a.I wages (of fronlirr or ,ea,onat ,. orkcu -r of Mh,r 
non-residtn""5). 

R~J:. F,.e~ lurt,,lu to J,I!' CN:.11/r~,· of "!Ml~r,e~ oJ tA~ ,~,;_ 
p it!nl. TA~ [l,ToCJWWi ro br ,r•4J/err~J str,J/ b~ .rite I'll(• IMJYir• 
•I wc,,u. i..r. IQlrr 4,o'tJCf.:,,, oJ :, rifr e.ipeasn. u .,~J. MJCr31' 
iliturN'ltt <'Onlr1lNJ.io,,.! nr frrmillJlf'tr , iJ •rr_Y. 
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A.'7. 1"111i~i?al1ur. b1 t ub1ldl11y coimpanlc, and branchu in ovcrhca~ 
capcn,e, ol puenr ccmpanlH 1i1u,1.d ,broad i nd vir.-~crsa (I.e. 
ovirhud npenm other than 1ho1e i•.cluded untlcr A/3 lfld At,). 
Sec ai,Q Note 3, p•a• 34. 

.r 
en. 

fl; 

Comminlon and brohnac. 

Rtmark: In tht cou o/ 1ooi1, 11,/1 111m "'"'trJ eommirri.,, •"" 
broktra~ In cunM,tl0t1 wiih thtir ~ I•, f"'ICMJI or mowmtNI. 

Prollt arl1lna out or' 111nd1 operation, gr 11lc1 of uamhip:n~nt, J. ~-
R,m~•"· In nuc, w~c~ 1/NN ,,o/i1, .,, no1 co•trtd b)' FI I 
btlow. 

Btnkln& ~omml11lon, ■ nd ch11n, 

'[)il!crentu , mar,1in1 and d1po1lts du• 111 tt1pee1 of oporalion, nn 
commodity term1n1I mulr.ell in ~11lorr11lty with nrmn1I eomm1rcJ1\ 
practlec. 

Cha r10 tor doc;11111cntatlo11 of 1\1 ~ind, lnc~rrcd on lh•lr 0'1/ft 

1ecoun1 by ~~•h~riud dul1ro in lor•lan ueh'"I• · 

Warchou1ln1 1ml A&O, •II• • cu110m1 , lnnnc... 

8 / 0. Cu,tain, d~lin and lest, 

27 

~:, C/ 1. Marilim• l,, ,.h1, (includin1 ch~rtaring, harbo~r txpcntes, di,bur,c. 
\'.l••~•I mint, for fl1h ln1 v1uel1 , •IC.).1 

l'l.,marll: Su No,r J. pa1t H. 

~ lV C/2. ln!1nd w11erwa1· lnl,hi,, includln5 chartarin1, 

(i_: C/3. no•d tran1por1: pmet1 jc11 1,1d f1c i&l1u, h,elvdin 11 ~hmnini, 

(!l 

C/4 . 

l'arm•nt by pau1na•,. of intunationa l air 1ich11 and ucm Juuog, 
charttt: pAymtnt of inttrn11,on11 air lrt ,ahl char115 and chart.red 
nlihll, 

Ftecclpt\ horn lhe ule of Internationa l 1ir tickrt~. cxcm lt1 e1aae 
"l,4rxc•. inmnatlo al air rrclah1 th1r1n, i nd charmed fl lJhts. 

R4mQ,~.' Tht rr•,ufcr n/ 1/i,i, 11c,ip11 "' tht lttdd <>/Ii~ 11/ rlit 
all !_r•aipo,1 (O,npa,r,, ranrrr••cf shall t,., f,,.. , 

for all mc1111 ol 1111 ri1imc 1t1o;spurl . lt1 1uuur ..,,vk n (ln.!uui11~ 
bun '<erin, and p"<>•i1ionin1, ruln1en1ncc, "p1lr1, opcn"s lot 
t're\111, etc.). 

11.tMtlrk: In lfr t cart cl rt:,am. C'Jrttrr1 ma,nr.na.rt, l'll)'Off 
and rmrr1rrrc v rtpM,r' (stt a/10 C/6) IStt ,\'orr J. 1/0fl ·.IJ.I 

For ,n mun, ol in:,nd v.a11rw1y tnnspotl : harbour ■ rrvlcu (includ­
tni buntenni tnd prc:rm1on in9, mair.11nan" a,d minor ,.pairs of 
CC.Jlpment , t•rtn1r, lnr rmu. • IC) 

R~mt1ric: Ir. ,It, ,11,c of rtp"4rl, r11n t'lt/ t~i111, ,,.,1<t t tpai, 1 
onl> ,,.. ol,o C/61. 

I. 1'111c. ll •m rtnr, ,. ,.,1 """'r t,11,...rnrt ~ 111.f"" 1-.0 N)rl\ of 1)1t Uff'\4 Sa•••· 
Whc 1c; ,u,h HJ;ft)J>llll i, O~lt lu lu1c : i. r, fl ■ r• , l t aft.r,,, t h•!l ~f hn, 

1. F~t ttirf lrllli l"lfll t\f 1,rrn, ""' l'lln:-• cl h,,r, and t11 lh, ""'"'"'' Slki Mt C I A, 
11u t-lntc l . ; u;c. )3. 
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For "'11 -•n• cl comincrci•l road 1ran,pll1c 1oad ,cr,ica (iadu4-
in1 fod, IMI. ninor rtpain. 1u11in'- Cl<p<ft'ICS for driwn aJ>d 
CIC-'5,, ti<,}. 

for >.II mean, or •ir trn~ upcrolia& <D<IS ».8' 1,cnrral cncr­
hca4s. Wldudi■& ,epair> 10 aiocrofl •-' \0 air tA111por1 •'luipn:r>I. 

R,,...k. foclw••l di cl,~~,,. "' rnalN'dian ..;u, :J-.~ drii-,uy 
<>/ oJ ga,d ~rol tr, oir b.,,,,.,, c:om,-,;cs ""'1ch ••~ incr,r1"'1 
;,. k rwrrrr><;r 6' ~ s,a1, ,..iur die ,ddi•rr, i.,ln pkr. 

;;_ j)C:~- Rcpoir e>I .itips. 

R,-,,,..,.k: T ,.,,u«i..,.,r ,.,,,., il,Qo ....,.~ cr,w,<:d "1 C{'S (i.~- · 
c1M~i'icariolc. 4'MwniHt r,nil 01.Jur .aojor rcpoinf '" 1M "tent. 
•• .. Mch tbry .i., •• co,u,,r•"' ,iiil>Jt r,a,1,. 

llc~i:< o! man~ o4 ,,.,,.pon ollocr U.•11 shrp,; .. d air<nh. 

-"''-"'"•- J,•u.Jde:i:,,u a,I,~, ,n ... dtoi-c covrr,d by C 15 It:> 
r.'1r r.AJtltl ro 'M'lric"- tNty t!<t Jll'H cortSliU1tlt w:.i!ti~ r,ode. 

D la.-1....,..,Cl 

D/ 1. 5,oc i31 ,.,....,,i:y arwt <00al wmun.ce 

Rrr,1•nh: 
I . f,tt 1r•~•#<'r ~1: 

a . to~11l,11rio-'IJ o,14 IJlrdllltU t1I r~f.lf£"t of JCdol 
~curir} or ,.,.,j.J rr..JIINIICC p-,ob(t i,, alfOIM' M0116,,• 
,S"11a,~:- - • . 
._ ,-,uo,/ 1,avilly •~I .IOC1<lf i,u-,11c, fK11.tli,. pa)'llbw 
,a _. d,31Art.J "'"°,.,. .,., l,ttulici•ry reriltirtf ;,, ,rr,,Ol/lu 

.tJtn,l,~r Sr•1t «,. jar rltrir 1Jlttt'JII••• '" .41 .xiol Krlffiry 
or :wnoJ irual'crtt·~ iawfAOt'i~ ii U,111 DIM SJizri. 

1 . Ii tlrt .,..,.,Jn ~/,Jrr• ro a11 ins~ mmidc-r«i on ,s-,cfa/ 
in.Jur"li<~ &, o"'r .,Pl~ ot lit< u~.'ltbrTJ conc.crn~tl tit~ 
proroions ocr..,•fol ,~, mart (ib,r1JI ,,.,.,,_,, ,Jwtl o~pl:,. 

) Sor.di i11..11,1ra•<c rnr•.:;a1HJ.'ls curied 4MI Iii'! priw:Jff! UU11r'tn 
r}iait ol,11 ~ ~J,j,n ,,, 1lor prwisi<Jns o! Porn 111 r,ri,I IJ/' 
oJ Anw.t I . 

t. Fo• ,........,,, vi """" ..,.,ia, .. "-tt _. i■ ,lio 11.-.. ,ipi,t,I 01, 
"" Nooe l. p■,c JJ. 

@Df4. 

'l•••uction•' and ,, .. .,r .. , ;., ) 
COA11-e"LC'ft Mlh 4Scct itn11~ 
(Olher ,lan ,oo ■I "'<111:.ly ,..I 
10Cia in, .. ancoi 

lns•rance rdali • r. la goods in 
inltma.tiooa.l 1~. 

All ol\n i.11..,.,,tt. 

l9 

Rr-A: 0~ ~• tr.an•• 
.-,~ ~,rc·rr11 ;,-,,..,,n III ll"lt 
U_..,. Sldtr _, ~,,,,, .., 
en.,r,,, M,,..J,~ SttJlr, ■1"' 
frll!Ul,cll o,/ pr,l'fU,jlWJ t1.•11I ((.lll­

f1tt..-t~;rt.f bl't'lilw-n MJ"1itd ,,,..J 
ttt".JMIW'J iw IV'CI dijlr,~ Mtrn­
brr ..tu.t"l'.. 1·,"'°s,.s f,w i.au.rru 
/11 o,v: /H..,,.l>c, l1a1r ·of ,,..,1,. 
.. ,,.. , orwJ 1,,.r/it< ,..,.i "' rv 
M pvii ;., ••Mhr-r tofrrwllrr 
~.i~, •rtl ,1,r.:,,e,,-f".1 o/ .J1Jf111: 

MCV.UM)' /(}If ,Irr ,mf..,vcnqr:,t-i 
~, cl•irru .,o;nz ~ •n 
iu...-ratk'"t' c.:,a.,i.nkt. Wir.c..:n ,rw r,,..,,, 1,:•nl'or:d ;., Parr l o! 
Ann I . 

(ti D~. Tnnuuiolll u, tnn,fcr, "' coancctinn ..;111 ,c-in,ira■a a11d 

\!'<--~ tttt~ 

ft!! Di 6. c..,..odi1ions for e>b'oli"111RCI\I and Offf"'""" ., ... ,nchc~ ""'' •ren::ies ~ 
fof"i,gn rnslM'crs.. 

R,,...,u: 
I. A"1A«i.ra,.,,. »'it/Ii• ,~., hn•rt ,puif,td iw J'r. lJf of A,,_r f 

Joria,,,rt1solvrl,,,,. ,lfm1b,rS1a,e, 10 ,.i•l-lislr ,1,.,,,.,.1.., anJ 

Sa Cf'UJl$,tld h,,,l'ine.!S". 
2 T,,.,uf,rs i,,,-,r. 1,,.NJ,,t on,/ ~g~n!• <! ad1 ,.,.\,,..j:.d 

i•"''" •·rvJ 1L,.'r ;,...,i ojfic,.· wo!lu, , .~, /;,.iu ,,,.-,fi,rl Ml 

Perr, JI' ~ A1tt~:1 1. 

[; f./1 , 

~::o 
E,xport:atKm. i:llpoitat1<1•, Ui.lnbution a■d u!tC rL pti1111~ r.•·ns and 
ethrt .r<mnlings- WNlevD l•• nuauol' rqirodllC'li<>• - lur p i,-aa< 
or cinr:au ahjbicion 1 •• loT 'k:)cviY(')n \roadca:511 .! 

,t1,,._,,.1c.: Tl,t p~o,·iJiaru al A••rr IY sh~j/ c,/v, tt,:f,('f . 
Mrml:trs sJw.n 1r,,., .,,, ""thori,•timl rr.c;ui,ed 1<J,' "'an.lUC,imu 
_,,,,do rhq n11i ,. .. ~"'""" o,■ hr Jrr.••••Y, 1~·59, i,r riru., of 
rt,ul&rions Dt in•_,-,ia1ic11of LJl!',c,.u,h i11 Jore~ e111 rKr l~tt! 

I . 'fg19; \ M..,1 \INIIIJ k :kefflt:I ID ,nc:,• ;lw- cc:cw-~miiai■ o: ;ai :lircC'l i■ f.dr.llncc 
CCM'llra: I •, • pe11>011 N1 enc Ide~ S1.:.1.e w.ith a.& Wutt i. ;mOlh,tJ ~mbcr 'Sll.,,ac.. 

l Tile PfO"ili~, of tt.i, ilcm U- .. , ai,(t-, w Ca.ucl& wl1,ct. ac<ordi ■ .SY has 
1Kilht:r <JblipioH noc riiJJ":.u. ,t.en:w"lkr (OECl)IC161ll' .,.f l ~d• Oc«·nbu. 196: 
... 00)1"4 1.1'••'1 cf Jff M,o,; .. 1''41-
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F . J"°'""E Fa,Olil CftP'ITAL 

·~, F/1. l"rofiis from•~ aamty. 
·~~•;., • 

. ... l'.f. F /2. l:i:ri.kad:s &t>d nr,s in proiu. 1t,,,..,1c: 0,,,J - appf:, !a 
;,,,..,..,. lrririlw Ir.,.. capi"'1 
.-quird mlten,at ,_,, i,, Cllfl· 

/o.•t1Ut 1 with "1e r.,.,, <ownJII 
IIH- r,cqui,,ili°" o/ c,,,;»r. 

-:;;, ..... ,, . 
,i~ 
F /). ]nlerCSI (i;clulling in.tcro1 .,,. 

JellcBIM<!S, murt tilt"$, CIC.) , 

iii 
(I. F/4. Rent. 

~ G . TRAVELM"DTilllU-
~)!,.....)r~ 

"-le: Tlils«tioa,-«',JJ ~.,,,,/1.rflWl111-Uas'"°"' 
.__"" ,,..._, «i- ,,_, -,rodM. 31.dt ,., pkur,n. 
,__...._ Ww/,,y, sp,,e, """-• IViu lo tYlotna ar f,iertk 
""""""'•~-~,,.fe, lftlM!a{ltnllrlr.N-itacr 
"'°,.,.._ 
N'arulridil>M Vtllll k ;,,.pasrJ 1>1 Mmwr-,t:,i,a a, apH4 
~hi-~ fv ,.,,,,.,_ -I ~;.,,J..,,,.;.,.. or«""' 
inun•li-.l lr-.o. 1'.w lM -'--' if ~.I, ~. ,u 

,otriaiolu sad bl< pl-.l'"" /nnlJfrn ohrwd by er- lldm!/ ,f 
v-rlcs "" .., ,,_, ..,. abro.l cf_. csrls .,, ,-Iii uzrii.,, in 
~ wJi W ~ of ~l/L Tr-1/rrs r/NN. 
""'""'"'· ,,., --dia,/ly pari.11,d "'~-~ ,..J nnport 
'-m/c ,-/ /artJip ibiw.-ldU _, ~ ax rfftikrJ" CMfUO 
-"""'IA~ ..,.,,. w pn7rlro,u of ,.__;c Ill: IIIUitn.1 
.- ua tra-.Jlrn' ~ .J/ur .fr,mp i...J:--...-w!I 6.t 
.J/;,,,d .. JftJffllariatl t( ~ia,,. IJtJlly, mn,dlo:s »111// ~ . 
,__.,., '" ....dmau f r,,fll ~.._ trw,o«,,i-, __,,, ta 
1M ,,ow;onnf ANra m. · · 

---·- ..... -- --=..--- - . . -----· . . .. .. _ . 
..... .,. _____ ...... . 

II. rusoo,u IACCJMf. ....o F.nu,mmu 

_,.. . 
(j; }(l J. Fnrs.i01lt awd Other ioc:0111t ef 1. similar •a••rr-

lt...,.,k: J., ,-,,.., o.f ~ ""'°· ,,,,,... lwMft¥ s,n,• llttir lfJe 
.., • /Hrllflxr s,..,,. 11th« t'-' rlrtir s,.,, •I "'II""• ~.,,.&,;JI, 
tfuftlff.,rs ia n1 Ol#t<r l,,f~.r .Sftlli: iA<"4i"'f Pletir ,,_.... 

.s;. 
H/2 . MainleUDCC payne~l ~lung frog • l<g,111 d)ligMir>t1 ~ '. fOlll 3 

deciUOf'I ol a CMR nd nnci;jl a!si>ltna: in CIS<S of t,,.-d,.J,ip. 

, 
~/1 lmipals• reai-.. 

Ji-h: Frrtpm,>dic,,,,,._,r;.,,,.,,w1,1.-,,,Sd#'!{wl,a, rlt, 
ptrs-~IM ,,_,f,,, .ra--..i. r,,r,at,,rin, f«<. -...,,.. 
--' «lwr-,ni n,.....,,,riaft. o/Jlr tidwcti°" c, Ii,.~, apr.'L<a. 

loua, - r«iaJ illl,,,_.,._ . 
Nn ~fo-,,,U• ,__, .rfNJJ hr o,:;NlffN/ ro ,1,,.,.Js Jo, tltt 
tr.-[~ o/ ---rr cf' a/f--,laywJ pma,u o, ~ of tA• 
/i."-1 ~ 

ir,'\ --;. 
V H/4- Cum,:,< ••i ■lalaace and rrpair d. p,ir.nc ,-mpewty UtOld. 

€ 
CY 1tJ6.. ~inn< ID ' rww>p1pcn. l pcriodicd,., book'- -~iul pu-

blic:aliioas.. 

N..-spapoB, puk>rlicals, moks.. 
• u • i < • 1 ,-blx:wi<>m and 
ncc;,r& • 

If.,,_,._ To <M: ulertl ID wiTirlt 
rr•asai lior..s in C""'1~" w:i.J, 
tJv.r ilt"'71S do ""' n>fUh'lb"e' 

..;,;1,1 .. ,,.,.1,. 

H/1. Spir1• pritts a® ~i ■ c ... ,..,,,,_ 

R......ul-: f• .,...""'3,.,, "'"' ~ i..·1 of r/:, H~ 
CN<unr,. 
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· .. " INTE.RNATIO!',:Al MOV!!.MENT Ot: IJANK-NOTES AND 
·,-, -. TRAVELUltS' CHEQUF..S, EXCliANOE or: MEANS 
') • CF PAYMENT SYTltAVELLERS AND USI:.OFCASH C1\IWS 
:\(:.;._:•·' AND CREDIT CARDS ABROAD 
":I: \ •· -
'¼> : 
,{j':_·; _I: IMPUllT OF OOM'3TIC DIINK-NOTES 

Jtfl:'· ·, Whtn eMcrlnJ a Mcmlnir S~a\c, ~cn-rc~idonl 1ravellen shol ' ha autom•• 
••:, 1,colly p,:rm1llcti 10 lm ?O rl ul lcasi lh• cquivalont of I llU unlls or aci;ounl iu 
,l';:,-1hot Membl:r's ba~k•nutos, 11.caidont 1,uollar1 roturnina 10 their country ~I" 
;\~' m i:lencc shall be 1uLOt1lu1lully Formiuod 10 imper: b~nk•M1c1 of 1h01 S.alo up 
:.~·_r 101hc 10\il amount uponod on the ir d,parture therefrom, or lawfu.l)' "quired 
)i '.·durin& their 1_1uy abroad. 
·."~' t':•;i_• , .. 
:~ ," . 
f 2,, ·· llX'POP.T OF DOt.l!:XrlC UANK•NOTll.:I 

~ ", I.! , 
Whan lc~vina a Member Statg, r~siJcn1-ind non-rcsi~onl trgvc llcrs ~,111 11 

... bo QUh)nl:1l,coll)' p~rmlucd lll ~~pOtl Gl least lhG tqiji•~ lcM or 150 u n ,IJ a( 
: · lCcoun1 llCr pcrton p,!r Journey In lltDI Member' , bank-no1c1. Na Ju11lr.Cll1tOn 

', -':. sna:, i>c rc~uircd cOtlccrn lni u1d1 CJporl, 

t{/ ,. ·. ;::n~:n~::::\·:~~::: :::.~:i:~ :~7n:::~::~::r:::cr1 ,null 
l t ; \lc.tu:.om~1 lcolly pcr111inca 1aimp0rl {orcl•n bonk-nc1es ond lrnvcllc(f ch;Qu~, .• 

,;:(. tcisdks, M th~ currw~Y in which \hey aro donomin~ted . This pra¥1slon tlw, 
. :;!not ir\p ty ,, n obli&alio,, for \he au1horit1e1 of Member :Sl~tet \O provide fer the 

;,. pureha~cr ucha~11c or tra•cl l:r,' 0hcq1101 a~d {ctciQn bon~•natcs IC lmporlcd 
• ""~ond \Ml con1a111cd in 17~ra1ra? h 5 bo low, 
. ~i; 

' -~- ExroRT OF rn" VCLLl!~s· CH~QUE:i ANO l'OI\CION D/\NK-NOTI:.£ 

· l, A, RtJ/dt 11 tJ 

:.;,· 
, .. When lcovi, 5 a Member State, rcfidcnt uovcllcrJ she ll l>a ou\(lmalicolly 
·· · i;.:rml11ed 10 ato,u iro ond 10 ~rp,rl in ~ propanlon i;f1 Lu the lrtvcllcr lho 
·:•·-~uiv~lcnt or~, l~n.!.U 2.10 uni11 of ~ccnunt per !ly[!On ~ juu, r.ci in traYCllorc' 
_; ,ch,qucs, rcsari!lon or 1ho ~urrcncy ,n wh1ai lh~Y uru J~nom1ne1ca, a~illn 

.·i_forci~n bank-n ou.s. No rcq11c1t fo r j11Hinca1lon ,~.all bu ,nndc conc.rni1'& such 
:}c~u i1ition and , , port, Undor th11 provision , rorcl•n cA~ha,t11c dc11 l"11h~II bo 

;}· · 
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ll 

I! 
!I 

1., I 
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rte~. within the limi •.1 ol their na1i,;,nal roaulu\il'ins. t011J\~in (orc ,11, h~nk•~o1c• 
·.rnc 101:il 1h:in t~ trav~ll~r,. Thu nrc~cnl prov ,~icn do;;s nQ\ impl!' ony c~l i;~1i.:~ 
l'nr \h: ~u ll1orilio1 ,i101mclvc~ 10 r>rovillc •uc:11 trav1'11"•' cheques or forci&n 
bnnK•nuli>J either diree1l1 to tli<: tr ~vcllcr~ er tu forc i111\. cJ1ch,.~ac d"~ler1. 

Wl,cn loving ~ Meml,cr St~Lo, non-rcsld;nt 1rovcllorr 1h~II bu Qijtnma• 
tic:illy µcrmi\ltd 10 e.•;ior\ travellers' cheques, i~gardltu or :he cur~ncy in 
wh ich they u• d•nomi nn,cd, and (oreian l)ank•nutc, up \o thuquinlcnt or the 
to1al p1cviou1ly imponed or l•wfully lct\uircd \luring \htir my. 

S, l;,)((;l•!ANO_~ or_Mll-'NS 01' PIIYMl!.l◄T; NON-llGSIUI!.~ 

;:i:.chani.;; in\c Mo111bcr Stutct' ~urrcnoK• 

Ncn,reslllunl lravoll~rs sholl ~ ~mniuod 10 uch1111~ inlo mcon1 or 
p~)·n,ent in :h= i;uircncy or in)' rorcl11n Mcml:cr Sla1e: 

i.J ,'.'vlcftns vi ~yn,onl in 1hc curro,;,;y of ano1hcr foreign Member s1111c 
"'hlch ,.;an b~ ,~own 10 hive b111.n lawMIY imporl~d; and 

ii,, Domcul~ uunk-nolCI "111ich ~~n be ~!town lo hnYc Ileen acqu ircti 
o~a 'ns1 ,uch n1can1 of r ,1ymcn\ in 1h1 o,moncy or ~no1her iorcitn 
)llc~':lc~ Sl~IC durina lnc ir SlllY• 

l.ndcr 111 ,, pr11,i1ien fce4 \g~ ntch:P~U dc~lon. lhtil be Cree, with in \he 
\i ,"i.a of 111c :r n~1ic,1al ,0~1:lnlion~ . ,0 ;,chon,c lhc means or pay1nonl In 
q~c,aicn. T~c prc•is,on c!)cs 11n1 imply anJ obl ig:ll l<'>n rur the cu1horitics 
1hcm,aIvc1 1n 1n1rioc such mean& or p~yi:1cn1 ailher direc tly Lo the tr;vcllcri or 

IQ r~r•i,n e,et.~i: li,C d~,,rs. 

Tile :irinelflki or the frc: u•c Qr c"-'h c~rd• snd c1cJit cnrJ, ;: bro~d proviu,.;d 
1,r tJ nc.cr Sccl ,Q•, G ~, I ,c C~:lc Jo,;• nut i~11'4y nn)· ~:,fig•liQn r~r 111e ~vcn~i~~ 
,,s·.in; ;a,h t.rd1 or-,~:; t cords to ilmcnd the ru le, ;.o·,crn ,ns lhc me cf ,~, h 
:~,,h fJr ti,~ sc11 ,o:rien\ o: c1~r.1Uurc rolo\in i It> .rll , ci or tta~, ~brlllld or (or 
o\>t~hln• ~MIi abr~::!. 
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RECE1 v- o 
IMF CABLE ROO 

IBBl JU! I -- 11:,1 7: 5 I 

ORIG: ~ / 

CC: ETRD 

C e, D J'V. 

WITH RESP~CT TO DMD ' S FORTHCOMING VISIT TO KOREA, KINDLY 
HAVE HIS OFFICE NOTE THAT FRIDAY, JULY 17 <CONSTITUTION DAY> IS A 
NATIONAL HOLIDAY. REGARDS 

BABAN 

248331 IMF UR 0935 

MIOFFI 1<23243 

~ =06150215 

Time: 02:3? 06/15/87 ? ? ? 
Connect Time: 16 seconds 
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Rev: @lIM/7.04757 
MICRONET 
MICR4881 SMCA1304 
MCilNB 
.MCISAF 

Line: 7 

770765 
N ·REC£1 VED 

IMF CABtE ROOi-, 

1987 JUN - I Fil IO: 38 
.SUBDTG: 06012116 
.SUBSEQ: BFMI0685 
.SUBAAB: MJOFFI K23243 
. TEXT: 

ORIG: STA 
ec: t::>jv , 

MIOFFI 1<23243 

TO: MR. WERNER DANNEMANN 
DIRECTOR 
BUREAU OF STATISTICS 
INTERFUND 
WASHINGTON DC 20431 

CC: ~ 

THE ISSUE OF LOCAL GOVERNMENT STATISTICS HAS BEEN INCLUDED 
IN THE AGENDA OF THE ARTICLE IV CONSULTATION MISSION NOW IN SEOUL. 
MR. M. KATZ, THE FAD ECONOMIST ON THE MISSION, MET WITH OFFICIALS OF 
THE MINISTRY OF HOME AFFAIRS, WHICH HAS JURISDICTION OVER THIS 
MATTER, AND THE MINISTRY OF FINANCE. REGARDING PROGRESS IN PROVIDING 
DATA ON LOCAL GOVERNMENTS TO GFS, KOREAN OFFICIALS STATED THAT DATA 
FOR 1986 WOULD BE SENT BY DECEMBER THIS YEAR. THEY EXPLAINED THAT 
THE TASK OF REVI S ING THE ACCOUNTING SYSTEM TO ONE COMPATIBLE WITH THE 
GFS HAS REQUIRED A GREAT DEAL OF WORK, WHICH STILL CONTINUES. ONCE 
THE ACCOUNTING SYSTEM FOR LOCAL GOVERNMENTS IS MADE COMPATIBLE WITH 
THAT OF THE CENTRAL GOVERNMENT, IT WILL BE POSSIBLE TO CONSOLIDATE 
THE TWO ACCOUNTS . 

REGARDS 

BABAN 

MIOFFI K23243 

=060121t4 

Time: 21:28 06/01/87 DST l> u5 
Connect Time : 3(:. seconds u, - -...i 

l> <-c::: 
::z: 

'-
1 • ! I 
-c N . 
l-
::::c ::i::,.. 

-i :11: 

3: <P. rri 
z --i c.o 

I 
N 
C 
0 
M 
I 
N I 
G 

C 
A 
B 
L 
E 
/ 
T 
E 
L 
E 
X 



Rev: @1IM/7.04309 
MICRONET 

Line: 7 

MICR4631 SMCA1030 
MCIINB 
.MCISAF 
.SUBDTG: 
.SUBSEQ: 
.SUBAAB: 
.TEXT: 

05292028 
BFMI0672 
MIOFFI K23243 

MIOFFI K23243 

TO: MR. DOUGLAS SCOTT 
ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 

770490 

I 

rs 
RE t.lV D 

IMF CABLE ROO, 

1987 MAY 29 9: 28 

ORIG: ASD 

m ~ ~ .. .. 
~ ~ 
0 ~ 

~4R~i 

C; Ct . '1)1;, . ~ 

1,vi. ~~ 

t. v. 

IN RESPECT OF DMD,.S FORTHCOMING VISIT TO KOREA, THE FOLLOWING ARE 
REVISED SCHEDULES OF ECONOMIC MINISTERS: DEPUTY PRIME MINISTER AND 
MINISTER OF ECONOMIC PLANNING (NO TRAVEL PLANS FORESEEN FOR JUNE AND 
JULY>: MINISTER OF FINANCE <ABROAD ON JUNE 1S-17): AND MINISTER OF 
TRADE AND INDUSTRY <ABROAD ON JULY 1-12). ACCORDINGLY, THE PERIOD 
DURING WHICH DMD MAY VISIT KOREA HAS EXPANDED TO JUNE 18-JUNE 30 AND 
JULY 13-31. <THE EXECUTIVE BOARD DISCUSSION ON THE SUPPLEMENTAL 
CONSULTATION WITH KOREA IS PLANNED FOR END-JUNE>. 
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REGARDS 

fil8ISS 
MIOFFI K:23243 

=0S292026 

Time: 20:39 05/29/87 DST 
Connect Time: 27 seconds 
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INTERNATIONAL MONETARY FUND 

WASHINGTON, D . C . 20431 

Facsimile Service Cover Sheet 

Number of pages 
(including cover sheet) 

Message number 

2 

To 

From 

Name of addressee (type) 

Mr. Roy Baban 
IMF Resident Representative 
Ministry of Finance 
Seoul, Korea 

Facsimile telephone number (822) 503-9324 

Name of sender (type) 

Hubert Neiss 
Deputy Director 
Asian Department 

Text or special instructions 

Please find attached my itinerary. 

Department and division (type) 

ASD 

Author ized by (type) 

SEC-56, Rev. 1 
11 -13-85 

Hubert Neiss 

Extension (type) 

7604 

Signature 

FACSIMILE NUMBERS 

Group 2/3 (202) 623-4661 
Group 2/3 (202) 623-4662 
Group 2/3 (202) 623-7491 

Date 

5/21/87 



INTERNATIONAL MONETARY FUND 

ITINERARY 

ASIAN DEPARTMENT 

Name: Hubert Neiss Date: 

Purpose: Korea--Article IV Consultation 

DATE & DAY LV/AR PLACE TIME FLIGHT 

May 25 Mon. lv. Wash.(Nat.) 7:15 am PA 780 coach 
ar. N.Y.Kennedy 8:30 am 
lv. N.Y. 11:00 am JL 7 (seat lA) 

May 26 Tues. ar. Narita 13:45 pm 

May 27 Weds. lv. Nari ta 10:00 am JL 951 (seat 4A) 
ar. Seoul 13:15 pm 

June 7 Sun. lv. Seoul 18:00 pm JL 956 (seat 2A) 
ar. Narita 19:05 pm 

lv. Narita 22:00 pm JL 72 (seat lA) 
June 7 ar. Honolulu 10:05 am 

June 8 lv. Honolulu 20:00 pm TWA 2 waitlisted 
June 9 ar. St. Louis 8:50 am 

lv. St. Louis 9:45 am TW 410 
ar. Washington 12:39 pm 

(Nat.) 

or Narita View , telephone 9-011-81-476-32-llll 

May 22, 1987 

Seoul 

ADDRESS 

Narita Prince (JAL expense) 
Telephone: 33-1111 1/ 

Lotte Hotel (res.rep.) 
9-011-92-2-77-110 
Time difference: 14 hrs 
(both countries on d/s) 

Outrigger 
808-923-0711 





Rev: @1IM/7.01282 Line: 7 
MICRONET 
MJCR2956 SMCA9257 
MCIINB 
.MC:ISAF 
.SUBDTG: 05190353 
.SUBSEQ: BFMI0631 
.SUBAAB: MJOFFI K23243 
. TEXT: 

MJOFFI K23243 

TO: 

T 
INTERFUND 
WASHINGTON DC 20431 

·768667 

RECEIV ED 
IMF CABLE R00 1• 

1987 f'A Y I 9 A- 6: 2 4 
p R.k] 

cc; t-1 N 
J:>1\/ c.. 

JN RESPECT OF DMo ✓ s FORTHCOMING VISIT TO SEOUL, KEY 
MINISTERS ARE PROJECTED TO TRAVEL ABROAD ON THE FOLLOWING DATES: 
DEPUTY PRIME MINISTER AND MINISTER OF ECONOMIC PLANNING (,JUNE 16-25>: 
MINISTER OF FINANCE (JUNE 15-17): AND MINISTER OF TRADE AND INDUSTRY 
(JULY 1-11). IN ORDER TO MEET ALL OF THE ABOVE, DMD/S OFFICE COULD 
PLAN A VISIT <EXCLUDING DAYS OF ARRIVAL AND DEPARTURE> DURING JUNE 
29-30 OR DURING JULY 13-31, 1987. BESIDES DMD/S PREFERRED PERIOD OF 
VISIT, MOF WOULD ALSO APPRECIATE BEING INFORMED IF HE WOULD BE 
ACCOMPANIED BY HIS WIFE. 

REGARDS 

BABAN 

MIOFFI K23243 

=0!5190351 

Time: 03:54 05/19/87 DST 
Connect Time: 29 seconds (.0 
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Rev: @1IM/7.00492 Line: 7 

MICRONF.T 

MICR2529 SMCA8813 
MCIINB 
.MCISAF 
.SUBDTO: 05150255 
• SI.IBSEQ: BFMI0619 
.SUBAAB: MIOFFI K23243 
• TEXT: 

MI OFF I 1<23243 

TO: MR. HUBE ss 
UTY DIRECTOR 

ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

76.8221 

RECEiYED 
IMF ·cABLE ROOM 

1987 MAY I 5 A 7: 29 

cc: NN 
SM.S 
~vc 
wT 

1 

(11 

<.p 
(J1 

-; (.0 

1. WITH REGARD TO DMD; S FORTHCOMING VISIT TO KOREA, WOULD HIGHLY 
APPRECIATE IF HIS OFFICE COULD BE INFORMED THAT THE DEPUTY PRO 

XXX PRIME 
MINISTER AND MI NISTER OF ECONOMIC PLANNING KIM MAHN-,..IE WOULD BE 
DEPARTING FOR A CONFERENCE IN BANGKOK ON JUNE 18 AND RETURNING 
POSSIBLY ON JUNE 21. ACCORDINGLY, IT WOULD BE APPROPRIATE TO 
RESCHEDULE DMD;S VISIT TO A LATER TIME. THE MOF IS PREPARED TO SET 
AN ALTERNATE DATE CONVENIENT TO DMD. 

2. OFFICIALS HAVE BEEN INFORMED OF DMD;S DESIRE TO HAVE INFORMAL 
MEETINGS WITH SENIOR STAFF AT THE !<OREA DEVELOPMENT INSTITUTE AND THE 
KOREA BANK AND TO VISIT THE KOREA STOCK EXCHANGE, THE DAEWOO LEMANS 
AUTO PLANT, AND SAMSUNG ELECTRONICS. THIS IS IN ADDITION TO COURTESY 
CAL.LS WITH TOP POL.ICY OFFICIALS AND THE EC 

X EREMONY COMMEMORATING THE 
CLOSURE OF THE FUND OFFICE. AFTER CONSULTING WITH OFFICIALS ON THE 
LOGISTICS INVOLVED, WE WOULD RECOMMEND A STAY OF AT LEAST TWO FULL 
DAYS (THAT IS, EXCLUDING THE ARRIVAL AND DEPARTURE DAYS). IN FACT, 
IT WOULD BE HELPFUL FOR SCHEDULING PURPOSES IF DMD ·' S OFF I CE COULD 
PLAN FOR AN AFTERNOON RATHER THAN MORNING DEPARTURE. 
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The Chairman's Comments on Korea 
Executive Board Meeting 87/72 - May 8, 1987 

Executive Directors will . recall that during the latest world economic 
outlook discussions, concern was expressed about excha nge rate develop­
ments and trade imbalances not only between large industrial countries, 
but also between those countries and some of the newly i ndustriali zed 
countries. In this connection, the recent strengthening of Korea's 
current account position has raised questions about the appropriateness 
of Korea's exchange rate and other external policies. I discussed that 
issue informally with the Vice Prime Minister of Kor ea and the Finance 
Minister on the occasion of the most recent Interim Committee meeting, 
and I am in a position today to inform you that I have decided to initiate 
and conduct, with the authorities' full concurrence, a supplemental 
consultation with Korea pursuant to the principles and procedures of 
surveillance. I am convinced that such a consultation can play a construc­
tive role within the cooperative frame~ork of the Fund's multilateral 
surveillance activities. 

As you know, the next Article IV consult a tion with Korea has been 
scheduled to be held in the near future. Accordingly, it se ems reasonable 
to combine the discussions between the staf f and t he aut ho rities for the 
suppl emental and Article IV consultations, a nd these di s cussions will 
commence on May 18. Although I initially pr opo s ed tha t the discussions 
begin on May 20, the Finance Minister indica t ed tha t he was ready to 
start a s soon as the staf f was availa ble . Th e discussions will al l ow an 
analysis of current account develo pme nts in t he cont ex t of the full r a nge 
of domestic and externa l po licies tha t I be l ieve a r e es s en tial for a full 
appreciation and bala nc ed ass essme nt of t he s i tuation. 

A report on the supp l ement a l consul t a t ion wi l l be i s sued soon after 
the discussions with the objective of pla cing it before the Executive 
Board as soon as possible--1 hope b~fore the e nd of June. The principal 
content of the report will be an examination of Korea's exchange rate 
policy in a broad context, including, inter alia, trade policy--especially 
import liberalization-demand management policies, and capital market 
policies. Developments and policies in those areas will be further reviewed 
in the report for the regular Article IV consultation that will be brought 
to the Board at a later time. 

I . wish to stress again that these modalities were worked out in full 
agre ement with the Korean authorities, who have taken a very positive 
attitude. I am confident that this exercise will benefit both Korea and 
the international community. 

, , 
I• 
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l. • IN CONNECT I ON WI TH DMD·'==; FORTHCOMING VI::;; IT, WUULD HIGHLY o+ . .J f"/.-, ,·s 
APPRECIATE RECEIVING HI s RES;IJME AND TWO PASSPORT s I z E PHOTOS. TFiESE N 
WOULD BE NECESSARY FOR HIS COURTESY CALL WITH THE PRESIDENT. 

2. SHOULD DMD WISH TO :::;PEND AN EXTRA DAY FOR VISITS TO SITES OF 
ECONOMIC INTEREST, THE FOLLOWING ARE SUGGESTED: DAEWOO AUTO PLANT 
< MANUFACTIJRE:3 LEMANS MODEL WI TH ADVANCED ROBOT I CS) : SAMSUNG 
ELECTRONICS <MANUFACTURES TV AND VTR): SAMSUNG SEMI-CONDUCTOR: AND A 
TEXTILE PAI.NT. ALL OF THESE ARE WITHIN SHORT DRIVING DISTANCES FROM 
SEOUL AND COULD BE VISITED IN THE SAME DAY. KINDLY NOTE THAT 
TEXTILES, ELECTRONI~S, AND AUTOMOBILES ARE IMPORTANT EXPORT 
CATEGORIES. HEAVY INDUSTRIES (SHIPBU[[DING AND STEELWORKS) ARE 
LOCATED AT MORE DISTANT SITES AND WOULD REQUIRE A LONGER STAY. 
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1. IN APRIL 1987, EXPORTS ON A CUSTOMS CLEARANCE BASIS CONTINUED TO 
GROW AT A VERY RAPID PACE. THOUGH THE RATE OF INCREASE OF EXPORT 
PRICES ACCELERATED, THE INCREASE IN EXPORT GROWTH WAS MOSTLY 
ATTRIBUTABLE TO INCREASES IN VOLUMES. THE RATE OF INCREASE OF 
LETTERS OF CREDIT PRESAGES CONTINUED ROBUST EXPORT GROWTH IN THE NEAR 
FUTURE, CONTRARY TO WIDELY-HELD EXPECTATIONS. EFFORTS OF EXPORTERS 
TO ACCELERATE SHIPMENTS IN THE LIGHT OF THE APPRECIATING WON MAY BE A 
CONTRIBUTtNG FACTOR BUT THIS COUL.D NOT BE SUSTAINED VERY LONG IF 
ULTIMATE DEMAND DOES NOT ,._11.JSTIFY IT. AT TO IMPORT PRICES, THE 
APPARENT ACCELERATION IN APRIL 1987 REFLECTS MAINLY THE RAPID DECLINE 
RECORDED A YEAR EARLIER, WHEN OIL PRICES WERE DROPPING. PARTLY 
REFLECTtNG MOVEMENTS IN TRADE PRICES, INFLATION HAS ACCELERATED 
BUT REMAINS AT A MODERATE LEVEL. 

2. LATEST TRADE AND PRICE STATISTICS: 
APRIL JAN-APRIL 

1987 

TRADE: CUSTOMS CLEARANCE BASIS 

EXPORTS, FOB 
IMPORTS, CIF 
TRADE BALANCE 

TRADE DOCUMENTS: 

LETTER OF CREDIT 
IMPORT LICENSES 

PRICE INDICES 

EXPORT 
IMPORT 
<MINERAL FUELS) 

CPI 
WPI 

2,555.5 :3, 621. 0 
2,611.8 3,036. :3 

-56.3 :'314. 7 

2,015.8 3,145.5 
2,177.6 2,086.0 

96.2 101.9 
76. ~) 81.8 
50.0 59. ~: 

143.6 147.0 
124.9 12c .• 5 

PERCENT 
GROWTH 

41.7 
26.6 

56.0 
28. ·:1 

5.9 
6.4 

1:3. 6 

2.4 
1 . :;: 

1986 

9,469.1 
10, 159. 4 

-690.3 

1987 PERCENT 
GROWTH 

12,988.6 ~.:7. 2 
11,474.5 12.9 

1,~i14.1 

7,712.8 11,265.6 46.1 
8,450.4 10,222.7 21.0 

95.7 100. 0 5.1 
;33_ 3 80.5 -:3. 4 
70.2 57.4 -1:3. 2 

143.6 145. •~) 1.6 
127.0 125. :3 -1. :::: 
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3. EXCHANGE RATES PER USD FOR APRIL 1987 WERE: W834.10 <END> AND 
W840.85 CAVERGE). END-MONTH FIGURE REPRESENTS AN APPRECIATION PER 
USD OF 1.5 PERCENT OVER MARCH 1987 AND 3.2 PERCENT OVER DECEMBER 1986 

REGARDS 

BABAN 

MI OFF I 1<2:3243 

=0!'5072134 

Time: 2l:38 05/07/87 DST 
83 seconds 

I 
N 
C 
0 
M 
I 
N 
G 

C 
A 
B 
L 
E 
I 
T 
E 
L 
E 
X 





Rev: @lIM/7.03417 

MICRONET 

MICR1637 SMCA7633 
MCIINB 
.MCISAF 
.SUBDTG: 05080441 
.SUBSEQ: BFMI0592 
.SUBAAB: MIOFFI K23243 
• TEXT: 

MIOFFI 1<:2:324:3 

TO: MS. WANDA TSENG 
ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

RECEIVED 
IMF CABLE ROO 

1987 ll~Y - ,.\ 7: 13 

ORIG: ASD 

CC: ETR 
I-HJ 
:u,..., '3) 

WT s. Sc,Q .o-J Qu...., 

1. THE GROWTH RATE FOR TANGIBLE FIXED ASSETS CTFA> BY SECTOR (IN 
TABLE ON MAJOR BUSINESS INDICATORS IN FINANCIAL 

STATEMENTS ANALYSIS 
BOOK> IS BASED ON THE SUM OF ABSOLUTE LEVELS OF A SAMPLE OF FIRMS IN 
EACH SECTOR. THE BOK DOES NOT HAVE ESTIMATES OF THE TOTAL VALUE OF 
TFA BY SECTOR BASED ON THESE SAMPLES. ALSO PLEASE NOTE THAT THE 
SERIES ON TANGIBLE FIXED ASSETS PER CAPITA <IN THOUSAND WON) COULD 
NOT BE USFD TO CONSTRUCT THE TOTAL VALUE OF TFA BY SECTOR. TFA PER 
CAPITA IS EQUAL TO THE DIFFERENCE BETWEEN TFA AND RESERVE 
CONSTRUCTION FUNDS DIVIDED BY THE NUMBER OF EMPLOYEES IN THE SECTOR 
• AGAIN, THE TFA USED IN THE DENOMINATOR IS BASED ON A SAMPLE AND 
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BY VIRTUF OF ITS SMALL SCALE CAN BE USED TO REPRESENT THE SECTORAL 
OF CHANGE BUT NOT THE SECTORAL LEVEL. 

RATE 

2. WITH RESPECT TO SUMMARY PUBLIC FINANCE FIGURES, THERE HAS BEEN NO 
RECLASSIFICATION OF ACCOUNTS. AS YOU KNOW, FOR EITHER REVENUE OR 
EXPENDITURES, THE DIFFERENCE BETWEEN THE CONSOLIDATED PUBLIC SECTOR 
<CPS> AND THE CENTRAL GOVERNMENT <CG) IS EQUAL TO NONFINANCIAL PUBLIC 
ENTERPRISE FUNDS MINUS INTERGOVERNMENTAL TRANSACTIONS. IN 1986, 
INTERGOVERNMENTAL TRANSACTIONS INCREASED SUBSTANTIALLY WHICH IMPLIES, 
BY VIRTUE OF THE IDENTITY, THAT THE DIFFERENCE BETWEEN CPS AND CG 
DECREASED. TO PUT IT ANOTHER WAY, THE GREATER THE OVERLAP BETWEEN CG 
AND PUBLIC ENTERPRISE FUNDS THE SMALLER THE DIFFERENCE BETWEEN CPS 
AND CG. TREASURY BUREAU OFFICIALS WOULD REQUIRE MORE TIME TO VERIFY 
THE REASONS BEHIND THE SUBSTANTIAL INCREASE IN INTERGOVERNMENTAL 
TRANSACTIONS IN 1986. 
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CLAIMING THAT LAST YEAR'S RENTAL RATE WAS EXCESSIVELY LOW, 
THE COMPANY FROM WHICH WE HAD PREVIOUSLY RENTED COMPUTERS IS NOW 
ASKING FOR WON 20,000 PER SYSTEM PER DAY. EVEN THOUGH THE SYSTEM 
WOULD INCLUDE CPIJ, PRINTER, AND SOFTWARE (LOTUS 123 AND PFS:WRITE>, 
AS IN THE YEAR BEFORE, THE CHARGE APPEARS EXCESSIVE. THE TOTAL BILL 
FOR THREE SYSTEMS FOR TWO WEEKS WOULD AMOUNT TO A LITTLE OVER US 
1,000 DOLLARS. THE RENTAL MARKET IS NOT DEVELOPED AND WE FOUND THIS 
COMPANY LAST YEAR ONLY AFTER AN EXHAUSTIVE TELEPHONE SEARCH. WE WERE 
THEN ITS FIRST RENTAL CUSTOMERS. AIDED BY MOF COLLEAGUES, I AM 
SEARCHING FOR ALTERNATIVE AND LESS EXPENSIVE SOURCES. IN THE 
·MEANWHILE, HOWEVER, FOR INSURANCE THE MISSION MAY WISH TO EXPLORE 
RRININS BRINGING LAPTOP COMPUTERS, TO AUGMENT THE PORTABLE PC IN THE 
OFFICE. IN RESPECT OF SOFTWARE, KINDLY NOTE THAT THE OFFICE HAS 
LOTUS 123 COLD VERSION), ESP, AND MULTIMATE WITH MANUALS. 
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1. MOF EASED SOME FOREIGN EXCHANGE CONTROL REGULATIONS EFFECTIVE MAY 
1, AS FOLLOWS: 

A. THE FOREIGN EXCHANGE ALLOCATION FOR LIVING EXPENSES ABROAD OF 
GRADUATE STUDENTS AND PARTICIPANTS IN APPROVED TRAINING COURESES WAS 
RAISED BY USD 1,000 TO USO 1,500 PER MONTH. IN ADDITION, THE 
ALLOCATION FOR ACCOMPANYING FAMILY MEMBERS WAS RAISED FROM A FLAT 
AMOUNT OF USD 500 REGARDLESS OF FAMILY SIZE TO USD 500 FOR SPOUSE AND 
USO 300 PER CHILD. THE BASIC ALLOCATION FOR SETTLEMENT EXPENSES 
REMAINED AT USD 2,000 PER STUDENT AND USD 1,000 PER FAMILY MEMBER. 

B. KOREANS TRAVELLING ABROAD WERE AUTHORIZED TO USO 
E CREDIT CARDS 

TO PAY FOR MEDICAL CHARGES, SHIPPING FEES, AND PURCHASES OF 
BUSINESS-RELATED MATERIALS AND BOOKS. PREVIOUSLY, CREDIT CARDS COL 

ULD 
BE USED ONLY TO SETTLE CHARGES FOR TRANSPORTATIONN 

, HOTELS, AND FOOD. 
MOREOVER, THE AMOUNT OF CASH THAT MAY BE CARRIED PER TRIP WAS RAISED 
FROM USO 500 TO USO 1,000 GENERALLY, AND TO USD 2,000 FOR TRIPS 
LASTING TEN DAYS OR LONGER AND INVOLVING STOPS TO AT LEAST TWO 
COUNTRIES. 

C. FOREIGN EXCHANGE PAYMENTS FOR SERVICES DIRECTLY LINKED TO 
EXPORTS AND IMPORTS (E.G., FREIGHT CHARGES, INSURANCE PREMIUMS, 
AGENTS/ COMISSIONS, PORT USAGE FEES, AND INTEREST PAYMENTS ON 
DOCUMENTS AGAINST ACCEPTANCE> WOULD HENCEFORTH NO LONGER REQUIRE 
PERMISSION FROM BANKS AUTHORIZED TO DEAL IN FOREIGN EXCHANGE. TO 
EFFECT THESE PAYMENTS, ONLY CONFIRMATION OF DOCUMENTATION BY SUCH 
BANKS WOULD BE REQUIRED. 

D. CONTRACTS INVOLVING FOREIGN EXCHANGE PAYMENTS FOR INFORMATION 
AND COMMUNICATION SERVICES, WHICH PREVIOUSLY REQUIRED THE APPROVAL OF 
THE BANK OF KOREA, WOULD NOW NEED THE PERMISSION ONLY OF BANKS 
AUTHORIZED TO DEAL IN FOREIGN EXCHANGE. 

2. MOF ALSO ANNOUNCED THE FORMATION OF A TASK FORCE TO FORMULATE A 
THREE-YEAR PROGRAM FOR THE FURTHER LIBERALIZATION OF EXCHANGE 
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CONTROLS ON INVISIBLE TRADE. THIS BODY WILL BE COMPOSED OF OFFICIALS 
FROM MOF, THE BANK OF KOREA, THE FOREIGN EXH 

XXX EXCHANGE BANK, AND FIVE 
COMMERCIAL BANKS. 
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l. IN 1986, KOREA~s DEBT S~RVICE RATIO ROSE BY ABOUT 1 PERCENTAGE 
POINT TO 24.8 PERCENT, REFLECTING EARLY AMORTIZATION PAYMENTS. 
EXCLUDING SU8H PAYMENTS, WHICH AMOUNTED TO US 1.2 BILLION, THE DEBT 
SERVICE RATIO WOUL.D HAVE FALLEN TO 22 PERCENT. IN 1987, THE DEBT 
SERVJCE RATIO IS FORECAST TO FALL TO 21.5 PERCENT <INCLUDING ABOUT 
US 950 MILLION IN EARLY AMORTIZATION PAYMENTS) OR TO 19.4 PERCENT 
<EXCLUDING SUCH PAYMENTS. THE TABLE BELOW FOLLOWS THE FORMAT OF 
TABI . .E V-16 IN THE 1986 CONSUL TAT I ON G!UEST I ONNA I RE. THE 19::::7 FIGURE 
FOR EXPORTS OF GOODS AND SERVICES CORRESPONDS TO EPB~s OFFICIAL 
BALANCE OF PAYMENTS FORECAST <WHICH IMPLES A CURRENT ACCOUNT 
SURPLUS OF USD 5 BILLION). 
A MORE OPTIMISTIC FORECAST WOULD RESULT IN AN EVEN LOWER DEBT 
:::;ERVICE RATtO. 

2. DEBT ::::ERV I CE, 

INTEREST 
MEDIUM/LONG 
SHORT 

AMORTIZATION 
FINANCIAL INST. 
PUBLIC !:::ECTOR 
PRIVATE :3ECTOR 
OTHEF\ 

TOTAL DEBT SERVICE 

DEBT SERVICE RATIO 
INTERl:ST ~~ATIO 
AMORTIZATION RATIO 

MEMO ITEM::::: 

AVE. INTEREST <PERCENT PER ANNUM) 
3-MONTH LIBOR <PERCENT PER ANNUM) 
EXPORTS OF GOODS AND SERVICES 

3687 

4192 

704 

1550 

11.2 
12.7 

:3(:,86 
291:3 

6700 

1006 

103:36 

16.0 

7.9 

4179/::.. 

1987 

:3270 

690 

6600 
2200 
1100 
1600 
1700 

21.5 
7. 1 

14.4 

7.5 
6. :3 

45'':.12(> 
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l. PRELIMINARY FISCAL DATA FOR 1986 INDICATE:::; THAT ACTUAL 
PERFORMANCE ~.JBSTANTIALLY EXCFEDED BUDQETARY FORECASTS IN RESPECT OF 
THE SIZES OF THE CENTRAL GOVERNMENT (CG) AND THE CONSOLIDATED PUBLIC 
SECTOR (CPS>, AND THEIR DEFICITS RELATIVE TO GNP. CONSISTENTLY WITH 
THE TREND OBSERVED IN RECENT YEARS, THE RATIO OF EXPENDITURE AND NET 
LENDING OF THE CPS TO GNP DECLINED BY ABOUT 2 PERCENTAGE POINTS TO 19 
PERCENT. WITH THE CPS ACCOUNT IN VIRTUAL BALANCE, THE RATIO OF THE 
DEFICIT TO GNP DECLINED BY ABOUT 1 PERCENTAGE POINT TO A NEGLIGIBLE 
FIGURE. THESE FAVORABLE DEVELOPMENTS LARGELY REFLECT THE IMPROVED 
PERFORMANCE OF THE CENTRAL GOVERNMENT. THE LATTER, IN TURN, IS 
MAINLY ATTRIBUTABLE TO: (1) A HIGHER THAN EXPECTED SURPLUS IN THE 
GENERAL ACCOUNT: (2) LOWER THAN EXPECTED DEFICITS FOR THE NATIONAL 
HOIY::; I NG FUND AND THE NAT I ONAL INVESTMENT FUND: AND ( 3) A LOWER THAN 
EXPECTED DEFICIT FOR EXTRABUDGETARY ACCOUNTS <PRIMARILY OWING TO 
LOWER FOREIGN BORROWING ON-LENT TO THE PRIVATE SECTOR). THE GRAIN 
MANAGEMENT FUND, WHICH HAD BEEN OF PARTICULAR INTEREST AMONG THE 
VARIOUS PUBL.IC ENTERPRISE FUNDS, REGISTERED A SURPLUS OF W 64 BILLION 
INSTEAD OF THE BUDGETED FIGURE OF W 110 BILLION, LARGELY OWING TO A 
WIDENED GAP BETWEEN BUYING AND SELLING PRICES AND A MORE FAVORABLE 
HARV~ST. THE 1987 BUDGET REPLECTS A MORE EXPANSIONARY FISCAL STANCE, 
PARTI_Y ATTRIBUTABLE TO EXPENDITURES RELATED TO AN ELECTION YEAR AND 
THE EXPANSION OF SOCIAL WELFARE PROGRAMS. 

2. OPERATIONS OF THE CENTRAL GOVERNMENT AND CONSOLIDATED PUBLIC SECTO 
R 

CENTRAL GOV··· T 
REVENUE 
EXPENDITURE 

OF WHICH: NET LENDING 
BALANCE 

NET FINANCIAL TRANSACTIONS 
B/W CENTRAL GOV'T AND 

THE PUBLIC FUNDS 

( 

ACTUAL BUDGET ACTUAL BUDGET 
<IN BILLIONS OF WON> 

1 :::: , '"i122 15,4~i8 15, 841 17, :32::::. (l 

14, 867 16, ·;,~:,s 15, 927 1 :3, 602.9 
1 , 5::::0 > ( 1 , 671 ) C 97:::: > ( 1 , 772. 0) 
-945 - 1 a::---J•-· -:31:., -1 279. 9 , ._, .... c, 

' 
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CONS. PUBLIC SECTOR 
REVENUE 
EXPENDITURE 

OF WHICH: NET LENDING 
BALANCE 

FINANCING 
DOMESTIC 

BANK 
NON BANK 

FOREIGN 

MEMO ITEMS: 

GNP NOMINAL(WON BILLIONS) 
RATin:; TO 1,NP: 
CENTRAL GOY-'T 

EXP. AND NET LENDING 
REVENUE 
DEFICIT 

CONS. PUBLIC SECTOR 
EXP. AND NFT LENDING 
REVENUE 
DEFICIT 
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14,505 
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273 
(40) 

( :233) 
440 

72, ::::5(> 

2(>. 4 
1 ';:/. 1 
-1 . :::: 

2<). ''ii 
19. 9 
-1 . 0 

1!:;, 774 
17,281 
(1,562) 
-1,!::i07 

1,507 
1,211 
(562) 
(649) 

::::::.=;, E:3:::: 

2<). .-, . ..:, 

1 :3. 4 
-1. 9 

20. 6 
1::3. :3 
-1. ::: 

15, ::::5(:, 
15, •;,21 

(908) 

65 

(24) 
(197) 
-156 

-::,·:, ·-··-·, s:~::::: 

19.(l 
18. '"ii 
-0. 1 

19. 0 
1 :3. ''ii 
-o. 1 

(424.5) 
(860.3) 

16.0 

•':} ... .,, 
•' ..:.., 571 

20. 1 
1::3. 7 
-1 . 4 

2(>. 2 
1 ({. ,:;, ·-· 
-1 .4 
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i) l \../ 

1. THE FOliOWING ARE END-OF-MONTH FINANCIAL INDICATORS (CHANGES 
IN PERCENT> 

MONETARY SURVEY 

M2 
M2 PULS CDS 
NET DOMESTIC CREDIT 
PRIV. SECTOR CREDIT 

FINANCIAL SURVEY 

M.-. 
..:, 

NET DOMESTIC CREDIT 

NOV. 

18. :3 
18.9 
1~:. 0 
1:3. 6 

25.8 
17.6 

1986 

DEC. 

18.6 
18.6 
14.4 
15. 1 

25. /:.. 
18.0 

,JAN. 

21. :::: 
2(>. 3 
12.7 
14.4 

27.1:., 
17. :.:: 

1987 

FEB. 

19.0 
17.9 
11. :3 
1:3. :3 

27.7 
17.2 

MAR(P) 

14.7 
16.5 
11. 1 
14. :3 

26.5 
16.3 

IN MARCH 1987, THE RATE OF GRWOTH OF MOST MONETARY AGGREGATES 
DECELERATED, REFLECTING A FURTHER TIGHTENING OF MONETARY POLICY 
PROMPTED BY THE IMPACT ON DOMESTIC LIQUIDITY OF THE GROWING BALANCE 
OF PAYMENTS SURPLUS. WHILE THE GROWTH OF DOMESTIC CREDIT OF THE 
BANKING SYSTEM DECELERATED SLIGHTLY, AN ABSOLUTE DROP IN PUBLIC 
SECTOR CREDIT REQUIREMENTS ENABLED SOME ACCELERATION IN THE GROWTH 
OF PRIVATE SECTOR CREDIT. LARGELY ON ACCOUNT OF DIRECT CREDIT 
RESTRAINTS AND THE ISSUE OF MONETARY STABILIZATION BONDS, THE GROWTH 
OF ~2 FELL BELOW THE OFFICIAL TARGET RANGE OF 15-18 PERCENT. 

2. FEBRUARY FINAL 1987<FIRST FIGURE> AND MARCH PRELIMINARY 1987 
(SECOND FIGURE> FOR TABLE 1 AND 2 ON CURRENT EXCHANGE RATE BASIS. 

TABLE 1 

A. 1,176, 672, B. -206, -419, Bl. 2,075, 2,087, B2. 5, 5, 
B3. - , - , 84. 2,2E:6, 2,511, B5. -, -, B6. -., - , C:. 
812, 521, Cl. 500, 452, C2. 625, 638, C3. 915, 879, C4. 
1 , 54 7, 1 , 528, C5. 16, 1 , C(:.. 220, :370, C:7. -12, -1 :3, C:8. 
57, 17, C:9. 2,526, 2, (:.()~:, C9A. 1, 37:3, 1,456, C9B. 1, o:;:1, 1,026, 
C9C. 117, 121, C. (:,06, 102, E. 570, 570. 
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TABLE 2 

A. 41,746, 41,432, Al. 48,249, 48,388, AlA. 1,176, 672, AlB. 
47,073, 47,716, A2. - 6,503, - 6,956, A2A. - 891, ••• , A2B. 
-:3, 44:'3, ••• , A2C. +277, ••• , A2D. 2,570, ••• , A2E. -4, 061, 
••• , A2F. - 955, ••• , B. 35,392, 35,563, Bl. 34,030, 33,463, 
BlA. 8,505, 7,768, BlA 1) 3,283, 3,202, BlA 2) - , -, 
B1A 3) 9,849, 10,276, B1A 4> 4,627, 5,710, BlB. 25,525, 25,695, 
82. 1,362, 2,100, C. -4,896, -4,487, Cl. 8,642, 8,350, ClA. 
3,974, 3,524, C:1B. 4,668, 4,826, C2. 13,538, 12,837, C2A. 1,882, 
1,878, C:2B. 11,656, 10,959, O. 1,458, 1,382. 

3. FEBRUARY FINAL 1987(FIRST FIGURE>, MARCH PRELIMINARY 1987 
(SECOND FIGURE> ARE AS FOLLOWS: 

MONETARY SURVEY 

-4,896, - 4,487, 8,642, 8,350, 13,538, 12,837, -1,458, -1,382, 
' 41,746, 4j,432, 48,249, 48,388, 1,176, 672, 47,073, 47,716, 

-6,503, - 6,956, 35,392, 35,563, 8,505, 7,768, 25,525, 25,695, 
1 , 3C,2., 2, 1 (H), 1 (). 5, 11 • 2, :3. ~:, :::: . 8., 4. 1 , 1 • 5 1 1 t,. :~:., 15. :3, 
-2.t::, -:3.8, 19.1 19.6, -12.2, -14.3, 17.9, 16.5, 3.0, 1.1, 

F I NANCI AL !3URVEY 

-11,920, -11,536, 8,807, 8,482, 20,727, 20,018, 90,561, 91,041, 
-1,769, - 2,277, 570, 570, 91,760, 92,748, 69,676, 70,322, 
8,505, 7,768, 25,525, 25,695, 1,126, 1,852, 35,740, 36,613, 
< 1,200), < 1,606), E:, 965, 9, 18:3, 2, 27:3, 2,797, -, -, 6,692, 
6,386, 28.0, 26.3. 

NBFIS SURVEY 

-7,250, - 7,276, · 166, 132, 7,416, 7,408, 4:3,929, 44,542, -2,:375, 
-2,379, -, -. 46,304, 46,921, 35,740, 36,613, -, -, -, -, 
-, -, 35,740, 36,613, -, - , 939, 563, 6,692, 6,386, -, -, 

Ill 

-5,753, -5,733. 
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I 87 A 2 Hi 7: 29 

ORIG: ASD 

CC: 

MOF HAS ANNOUNCED MEASURES TO FURTHER RESTRICT CREDIT TO LARGE 
EXPORTERS, TO INFLUENCE THE DIRECTION OF TRADE, TO DISCOURAGE SPECULA 
TIVE CAPITAL INFLOWS, AND TO INCREASE CERTAIN CAPITAL OUTFLOWS. THE 
MEASURES TOOK EFFECT APRIL 21, UNLESS OTHERWISE INDICATED. 

1. THE EXPORT FINANCING RATIOS <IN WON PER US DOLLAR> WERE REDUCED 
FURTHER AS FOLLOWS: 

I 

SEPT 12 OCT 21(&) FEB 12 FEB 12<&> APR 21(&) 

PRODUCTION OF EXPORT GOODS 
710 690 

PURCHASE OF DOMESTIC RAW MATERIALS 
7:30 760 

PURCHASE OF IMPORTED RAW MATERIALS 
5:30 450 

~20 430 360 
PURCHASE OF DOMESTIC FINISHED GOODS 

WEIGHTFD AVERAGE 
590 
700 

570 
670 

680 

750 

5:::c:, 
/.:.,:3(> 

650 

720 

550 
64~i 

580 

650 

480 
57~i 

<~> LARGE ENTERPRISES ONLY <DEFINED AS THOSE WITH ANNUAL EXPORTS 
EXCEEDING USD 8 MILLION, EMPLOYEES EXCEEDING 1,000, AND TOTAL ASSETS 
EXCEEDING WON 30 BILLION). 

2. BANKS WERE BANNED FROM EXTENDING NEW LOANS TO THE 30 LARGEST 
CONGI_OMERATES FOR INVESTMENTS IN EXPORT FACILITIES. THIS MEASURE AND 
THE LOWER FINANCING RATIOS ARE ESTIMATED TO REDUCE THE AVAILABILITY 
OF BANK FINANCING TO LARGE BUSINESS GROUPS BY WON 400 BILLION. 
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3. BANKS WERE AUTHORIZED TO FINANCE 100 PERCENT OF IMPORTS OF INDUST­
RIAL FACILITIES AND PARTS FROM COUNTRIES WITH WHICH KOREA HAS A TRADE 
SLIRPLUS. THE PREVIOUS LIMJT OF 80 PERCENT CONTINUES TO APPLY TO SUCH 
IMPORTS FROM OTHER COUNTRIES. 

4. FOR IMPORTS OF RAW MATERIALS AND PARTS FROM COUNTRIES WITH WHICH 
KOREA HAS A TRADE SURPLUS, DOMESTIC BANKS WERE AUTHORIZED TO EXTEND 
THE USANCE PERIOD FROM 60 DAYS TO 90 DAYS. THE USANCE PERIOD FOR 
JAPAN AND OTHER NEIGHBORING COUNTRIES <HONG KONG AND SOUTHEAST ASIAN 
COUNTRIES) WILL REMAIN AT 30 DAYS, RFGARDLESS OF TRADE BALANCES, 
BECAUSE OF PROXIMITY. 

5. AI. L IMPORTS FROM COUNTRIES WITH WHICH KOREA HAS A TRADE SURPLUS 
WOULD BE ELIGIBLE FOR IMPORTATION ON A USANCE BASIS. IMPORTS FROM 0TH 
ER 
COUNTRIES ON A USANCE BASIS WOULD CONTI~UE TO SUBJECT TO THE REQUIRE­
MENT THAT TARIFFS BE LOWER THAN 10 PERCENT GENERALLY AND LOWER THAN 5 
PERCENT IN THf CASE OF JAPAN, HONG KONG, AND NEIGHBORING SOUTHEAST 
ASIAN COUNTRIES, REGARDLESS OF TRADE BALANCES. 
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6. F::FFECTIVE ,.JUNE 1, THE MAXIMUM DELAY IN THE PAYMENT OF IMPORT DUTIES G 
ON ITEMS USED FOR EXPORTS WILL BE SHORTENED AS FOLLOWS: 

ORIGINAL PERIOD 
IN MONTHS 

1 ., 
.<.. 

~: 
4 

NEW PERIOD 
IMPORTS FROM JAPAN 

0 
1 
1 
2 

NEW PERIOD 
IMPORTS FROM OTHERS 

1 
.-, .... 
.-, .,_ 

C 
A 
B 
L 

THE FINANCIAL BURDEN IMPLIED BY THIS MEASURE TO IMPORTERS 
AT ABOUT WON 200 BILLION IN 1987. 

- E 
IS E::ffIMATED / 

7. REMITTANCES OF KOREANS RESIDING ABROAD VALUED AT USD 10, 000 OR MORE T 
WILL BE MONITORED TO DISCOURAGE SPECULATION IN THE STOCK MARl<ET AND TH£ 
REAL ESTATE MARKET. THE OFFICE OF NATIONAL TAX ADMINISTRATION ALREADY 
INVF.STIGATES REMITTANCES OF USD 50,000 OR MORE TO DETERMINE THEIR L 
PURPOSE ANn TO COLLECT ANY GI FT TA x Es DUE. E 
8. TO FURTHER ENCOURAGE OVERSEAS EG!IJ I TY I NVE X 
STMENTS BY l<OREAN FIRMS, 
NO 
PRIOR APPROVAL WOULD BE REQUIRED FOR INVESTMENTS OF UP TO USO 3 MILLI 
ON 
(PREVIOUSLY USO 2 MILLION). 

9. SUBSIDIARIES ABRpAD OF KOREAN FIRMS WILL BE SUBJECT TO REDUCED 
ACCESS TO LOANS FROM BANKS ABROAD BY MEANS OF YET UNDISCLOSED MEASURES. 



~ ~ 
* * 
~ :: 
0 ~ m 

SUCH LOANS AMOUNTED TO ABOUT USO 2. 5 BI LL I ON AT THE END OF 1986. IN ~ 48~ i 
EFFECT, KOREAN FIRMS WILL BE ENCOURAGED TO FINANCE SUCH SUBSIDIARIES 
FROM FUNDS RAISED IN KOREA, THEREBY PROMOTING CAPITAL OUTFLOWS. 

10. IN ADDITION, THE MO'F SIGNALLED THAT FURTHER MEASURES WOULD BE TAKEN 
IN THE FUTURE TO REDUCE FOREIGN EXCHANGE CONTROLS. EASIER PROCEDURES 
WOULD APPLY TO THE PROVISION OF FOREIGN EXCHANGE FOR INVISIBLE 
PAYMENTS. THE REGULATIONS ON THE HIRING OF FOREIGN ENGINEERS AND 
CERTIFIED PUBLIC ACCOUNTANTS WOULD BE EASED. DEFERRED PAYMENT EXPORTS 
WOULD BE ELIGIBLE FOR LOANS DENOMINATED IN KOREAN WON. NON-RESID y 
ENT J1. 
FOREIGNERS WOULD BE PERMITTED TO OPEN BANK ACCOUNTS DENOMINATED IN WON N 
FROM WHICH WITHDRAWALS MAY BE MADE PARTLY IN FOREIGN EXCHANGE. 
~=~LT I MATF.L V.:. THE KOREAN WON WOULD BE MADE ACCEPTABLE FOR INTERNATIONAL C 
.::,E:TTL..EMENT.::,. 
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19 7 APR 2 J1 1 7= 19 
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CC: MR. SZAPRY 

ETR 

THE MINISTRY OF TRADE AND INDUSTRY ANNOUNCED ON APRIL 25 A 
NUMBER OF MEASURES TO INCREASE IMPORTS FROM THE 

UNITED STATES, WITH 
THE AIM OF KEEPING KOREA ' S 1987 BILATERAL SURPLUS TO THE 1986 LEVEL 
OF USO 7.3 BILLION. 

1. MTI DREW UP A PURCHASING LIST VALUED AT USD 2.624 BILLION, OF 
WHICH USO 2.144 BILLION SHALL EFFECTED BY THE PRIVATE SECTOR AND USD 
0.48 BILLION BY THE PUBLIC SECTOR (SEE TABLE BELOW). GIVEN THAT 
THERE ARE ONLY EIGHT REMAINING MONTHS IN THE YEAR, ACTUAL 1987 
PURCHASES UNDER THIS PROGRAM IS OFFICIALLY ESTIMATED TO AMOUNT TO 
ABOUT USD :2.2 BILLION. 

2. IN A SURVEY OF BUSINESSES, IT WAS SHOWN THAT ONE IMPORTANT FACTOR 
INHIBITING IMPORTS OF MACHINERY FROM THE UNITED STATES WAS THE 
INADEQUACY OF AFTER SALES SERVICE AVAILABLE IN KOREA. TO REMOVE THIS 
BOTTLENECK, THE GOVERNMENT INTENDS TO REORGANIZE KOREAN IMPORT AGENTS 
(NUMBERING ABOUT 3600) BY PRODUCT CATEGORY SO AS TO ESTABLISH A MORE 
EFFECTIVE AFTER SALE SERVICE NETWORK. 

3. TO PROVIDE FOCAL POINTS FOR US EXPORTERS TO RESOLVE ANY 
DIFFICULTIES THEY MAY FACE, CONSULTING OFFICES WILL BE ESTABLISHED IN 
THE KOREA TRADERS ASSOCIATION, THE KOREA TRADE PROMOTION CORPORATION, 
AND THE KOREA ASSOCIATION OF FOREIGN TRADE AGENTS. 

4. WITHOUT SPECIFICS, MTI ALSO ANNOUNCED THE FOLLOWING POLICY 
DIRECTIONS: EXPANSION OF DOMESTIC INVESTMENT, MORE RAPID OPENING OF 
THE KOREAN MARKET TO IMPORTS , FURTHER REDUCTIONS IN TARIFFS, 
LIBERALIZATION OF SPECIAL LAWS WHICH HAVE THE EFFECT OF RESTRAINING 
IMPORTS, FURTHER LIBERALIZATION OF THE MARKET FOR SERVICES, AND 
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VOLUNTARY EXPORT RESTRAINTS, IT MAY BE NOTED THAT FOR NEW DOMESTIC: ~"'R'i 
INVESTMENT TO ALLEVIATE RATHER THAN EXACERBATE THE TRADE IMBALANCE 
WITH THE UNITED STATES, IT WOULD HAVE TO BE EITHER IMPORT-INTENSIVE 
OR UNRELATED TO EXPORTS OR BOTH, MARKING A SUBSTANTIAL SHIFT AT 

THE 
MARGIN IN THE ORIENTATION OF INVESTMENT. 

5. PURCHASING LIST FOR U.S. GOODSCFIGURES IN USO MILLIONS): 

A. PRIVATE SECTOR 
719 WHEAT, CORN, SOYBEANS, RAW COTTON 
250 PARTS AND RAW MATERIALS FOR ELECTRONICS, SHIPBUILDING, 

AND STEEL PRODUCTS 
50 RAW MATERIAL RESERVES: ALUMINUM, ZINC, POLYETHYLENE, 

COL.DROLLED SHEETS AND PLATES, ETC. 
425 EQUIPMENT FOR SMALL AND MEDIUM SIZED FIRMS 
700 EQUIPMENT FOR INDUSTRIAL MODERNIZATION OF THE 

ELECTRONICS, MACHINERY, AND PETROCH~MICAL IND 
USTRIES 

B. PUBLIC SECTOR (GOVERNMENT AND GOVERNMENT AGENCIES> 
15 SUPERCOMPUTERS 
10 HELICOPTERS, AMBULANCES, MOTORCYCLES, LIMOUSINES 

391 TESTING EQUIPMENT, NUCLEAR STEAM SUPPLY SYSTEMS, FUEL, 
CABLES, CIGARETTES, BROADCASTING EQUIPMENT, ETC. 

C. PUBLIC SECTOR <UNIVERSITIES AND HOSPITALS) 
14 LABORATORY EQUIPMENT 
50 MEDICAL EQUIPMENT 
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WASHINGTON DC 20431 

ORIG : MR . NEISS 

CC: MR. SZAPRY 

ETR 

1. IN MARCH 1987, THE LEVEL OF THE EXTERNAL DEBT DECLINED FURTHER IN 
ABSOLUTE TERMS, REFLECTING A POLICY PREFERENCE TO DEBT REDUCTION OVER 
FOREIGN RF.SERVE ACCUMULATION. THE AMOUNT OF DEBT EXCLUDING FUND 
CREDIT WAS ABOUT 9 PERCENT LOWER THAN A YEAR AGO AND ABOUT 1 PERCENT 
(OR USD 0.3 BILLION) LOWF.R THAN AT THE END OF 1986. THE RATIO OF 
SHORT TERM DEBT TO TOTAL DEBT <EXCLUDING FUND CREDIT> REMAINED JUST 
UNDER 21 PERCENT. 

2. THE FOLLOWING ARE LATEST EXTERNAL DEBT FIGURES. 

A 
AL 

A4. 
A5. 
A6. 
A7. 
B. 
Bl. 
B2. 
c:. 
Cl. 
C2. 
C:3. 
C4 
C5 
C:6 
D 
E 

MEMO ITEMS: 

GROWTH OF ITEM E 
(12 MONTHS PERCENT) 
C/E (PERCENT 

FEBRUARY 1987 

CONSTANT 

11,177 
5, ~=09 
8,216 
:3, 070 
1,750 
1, H ::·;, 

247 
2,018 
1, 160 

2,571 
544 

1,390 
297 

"2,014 
1,814 

41,606 
40 , 417 

-:3. 0 

2 1 .4 

CURRENT 

33, 46(:, 
11,316 
5,857 
9,076 
:3, 690 
1,7501,750 
1, 5:30 

247 

:3, /:.,:3(> 
2,571 

544 
1,390 

297 
2,014 
1, E:14 

44,114 
42,584 

20 . :~: 

MARCH 1987 

CURRENT (PREL.> 

11, 24:3 
5,822 
8,370 

1,551 
216 

1,668 
1,160 

505 
8,606 
2,504 

600 
1,237 

:301 
2,002 

1,962 
42, :320 
41, 26'? 

20.9 
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1. MOF IS MAILING TODAY A FORMAL INVITATION FROM THE MINISTER OF 
FINANCE TO DMD TO ATTEND A SPECIAL CEREMONY TO COMMEMORATE THE 
CLOSURE OF THE FUND OFFICE. AT THAT TIME, THE DMD WOULD BE EXPECTED 
TO ADDRESS A GATHERING OF HIGH OFFICIALS. THE TIMING OF THIS 
OCCASION IS LEFT OPEN AT THE MOMENT AND WOULD DEPEND PARTLY ON DMD'S 
SCHEDULE. KOREAN OFFICIALS WOULD PREFER THIS CEREMONY TO TAKE PLACE 
POSSIBLY IN JULY 1987, SEPARATELY FROM THE FUND'S CONSULTATION 
MISSION. ON OUR SIDE, I HAD PROPOSED TO MR. NARVEKAR THE HANDING 
OVER OF A PLAQUE WITH THE NAMES OF ALL RESREPS AND THEIR DATES OF 
TENURE. ANY OTHER SUGGESTION WOULD BE MOST WELCOME. 

2. THE GOVERNMENT ANNOUNCED TODAY THAT THE NATIONAL ASSEMBLY WILL BE 
CONVENED FOR A SPECIAL SESSION OF 10 DAYS BEGINNING MAY 4. 
PROCEEDINGS WILL INCLUDE INTERPELLATION ON ECONOMIC QUESTIONS. 

3. IN MY TELEX OF APRIL 23 ON THE KOREA-US TRADE TALKS, ITEM CON 
THE PROVISION OF FOREIGN CURRENCY LOANS AND AUTHORIZATION OF THE 
ISSUE OF CONVERTIBLE BONDS BO,TH FOR PURCHASES OF CAPITAL IMPORTS WAS 
ANNOUNCED JUST RR® PRIOR TO SECRETARY BALDRIGE'S ARRIVAL ANDWAS 
THEREFORE NOT, STRICTLY SPEAKING, PART OF THE AGREEMENT. 
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1. IN MARCH 1987, THE EXTERNAL CURRENT ACCOUNT REGISTERED A RECORD 
SURPLUS OF USD 0.9 BlLLION, RAISING THE CUMULATIVE AMOUNT FOR THE 
FIRST QUARTER TO USD 2 M 

X BILLION. CONTRARY TO EXPECTATIONS, REAL 
EXPORT GROWTH ACCELERATED TO ABOUT 37 PERCENT IN MARCH 1987 AND ABOUT 
30 PERCENT IN THE FIRST QUARTER OF 1987, POSSIBLY REFLECTING THE 
EXPEDITING OF SHIPMENTS BY EXPORTERS IN THE LIGHT OF THE APPRECIATING 
TREA 
XXXX TREND OF THE WON. IN THE SERVICES ACCOUNT, SEVERAL LINES 
CONTINUE TO SHOW IP 

M 
MPROVEMENT IN Q1-1987 OVER TE 
M XX THE SAME PERIOD 

LAST YEAR. NET RECEIPTS FROM TRAVEL IS 3.5 TIMES LARGER. 
NF.T INVESTMENT INCOME PAYMENTS IS ABOUT 35 PERCENT LOWER, 
OWING TO LOWER INTEREST RATES AND A LOWER LEVEL OF EXTERM 

N 
NAL DEBT. 

NET RECEIPTS FROM OVERSEAS CONSTRUCTION HAVE RECOVERED, PARTLY 
REFLECTING THE COLLECTION OF RECEIVABLES IN WAKE OF THE IMPROVEMENT 
OF OIL PRICES. DIRECTION OF TRADE IMBALANCES APPEAR TO BE 
WIDENING. IN 1 

X Q1-1987, THE TRADE SURPLUS WITH THE UNITED 
STATES IS ABOUT 42 PERCENT HIGHER AND THE TRADE DEFICIT WITH JAPAN 
IS ABOUT 16 PERCENT HIGHER THAN IN Q1-1986. THE KOREAN OFFICIAL 
TARGET IS TO KEEP TE 

XX THE 1987 BILATERAL SURPLUS WITH THE UNITED 
STATES AT ABOUT LAST YEAR'S LEVEL OF USD 7.3 BILLION. 

2. SUMMARY BALANCE OF PAYMENTS(IN MILLIONS OF US DOLLARS> 

MAR (P) ,.JAN-MAR < P > 

1986 1987 1986 1987 

CURRENT 57 919 2,05:3 
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TOTAL 

1986 

1, c,09 
8 
8 
8 

FREIGHT/INS E 

OTHER TRANS 

TRAVEL 

INVESTMENT 
INCOME 

OVERSEAS 
CONST. 

OTHER 

334 

150 

226 

201 

146 

551 

1987 t9:36 

2,411 2,048 

407 18:';: 

216 362 

457 142 

262 99!:• 

355 28 

714 338 

1987 1986 1987 

2,031 -440 380 

188 151 219 

448 -212 -232 

159 84 29:3 

783 -794 -521 

11 118 344 

442 213 272 

4. DIRECTION OF TRADE (IN MILLIONS OF USD, CUSTOMS CLEARANCE 
BASIS) 

,JAN- MAR 1 986 

EXPORTS IMPORTS BALANCE 

UNITED STATES 
2,811 1,515 1,296 

,JAPAN 
1,090 2,187 -1,096 

U.K. 227 138 89 

CANADA 315 189 
126 

TOTAL 6,894 7,548 -654 

REGARDS, 

BABAN 

.JAN-MAR 1987 

EXPORTS IMPORTS BAN 

3,551 

1,600 

305 

9,367 

1,713 

2,869 

180 
XXX 
127 

1E:O 

XXX BALANCE 

1,838 

- 1,268 

178 

127 

1,469 
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* * , l ~ 
0 ~ 
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TRADE BALANCE 130 607 -176 1, 4:38 

EXPORTS FOB 2,491 3,577 6,804 9,260 

IMPORTS CIF 2,361 :2,970 6,980 7,822 

~=;ERV I CES, NET -140 216 -440 380 

TRANSFERS, NET 67 96 178 240 

I 
CAPITAL ACCOUNT N 

MEDIUM/LONG, NET C -3 -421 1 
-133 60 0 

SHORT-TERM, NET C::- •J - '-'·-· 4 ' -106 109 M 
E/9 I 0 

0 E:4 6:3 37~: -51 N 
OVERALL BALANCE G 

IMF 85 570 -304 2,176 

BOK 127 517 -12:3 2,051 C 
•• (NON-DMB SWAPS> 42 -53 176 -125 A 

B 
PERCENTAGE CHANGE: L -------------------

EXPORTS FOB 14 E 
.7 43.6 17.5 36.1 I 

EXPORT PRICES -0.7 5.0 -1.6 4.8 T 
IMPORTS CIF 13.5 25.8 10. 6 12.1 E 
IMPORT PRICES 112 L XXX 

-12.2 1.4 -6.9 -6.2 E 
X 

3. SERVICES ACCOUNT (IN MILLIONS OF USD> 

.JAN-MAR 

RECEIPTS PAYMENTS NET 

' ------------------ ---------------- ---------------
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THE FOLLOWING AGREEMENTS WERE MADE DURING THE KOREA-UNITED 
STATES TRADE TALKS ATTENDED BY U.S. SECRETARY OF COMMERCE BALDRIGE: 

A. KOREA WILL PERMIT THE IMPORTATION OF ANALOG COMPUTERS, HYBRID 
COMPUTERS, AND CARD PUNCHERS ON JULY 1, 1987, A YEAR 

EARIER THAN 
SCHEDULED. 

B. KOREA WILL SEND THREE BUYING MISSIONS TO THE UNITED STATES 
BEFORE THE END OF 1987 TO MAKE PURCHASES IN THE FOLLOWING CATEGORIES: 
GENERAL, MACHINERY, AND ELECTRONICS. THESE MISSIONS ARE EXPECTED TO 
CONTRIBUTE TOWARD KEEPING KOREA'S BILATERAL SURPLUS WITH THE UNITED 
STATES IN 1987 TO ABOUT THE 1986 LEVEL OF USD 7.3 BILLION. 

C. TO ENCOURAGE IMPORTS, THE KOREAN GOVERNMENT WILL MAKE 
AVAILABLE 
OVER THE NEXT 12 MONTHS USD 2.5 BILLION OF FOREIGN CURRENCY 
LOANS FOR THE PURCHASE OF CAPITAL IMPORTS. THESE LOANS, TO BE MAINLY 
DENOMINATED IN US DOLLARS, WILL BEAR AN INTEREST RATE OF 1.5 PERCENT 
OVER LIBOR. WITH THE APPRECIATING TRENDOF THE KOREAN WON, THE 
EFFECTIVE RATE OF INTEREST IN WON IS EXPECTED TO BE NEGLIGIBLE. IN 
ADDITION, THE GOVERNMENT WILL AUTHORIZE FIRMS TO ISSUE USD 500 
MILLION OF CONVERTIBLE BONDS ABROAD FOR THE PURCHASE OF CAPITAL GOODS 
IMPORTS. 

D. EFFECTIVE JULY 1, 1987, KOREA WILL ABOISH THEMANDATORY 
DOMESTIC CONTENT RATIO IN LARGE COMPUTER PURCHASES BY PUBLIC 
ORGANIZATIONS AND CRT TERMINALS PURCHASES BY BANKS. THE ANALOGOUS 
RATIO FOR PURCHASES OF PERSONAL COMPUTUERS WILL BE 
ABOLISHED ON JANUARY 1, 1988. 

E. KOREAN INSPECTION PROCEDURES FOR IMPORTED AUTOMOBILES WILL 
CONFORM WITH THOSE IN DEVELOPED COUNTRIES. <THIS IS TO PREVENT 
INSPECTION PROCEDURES FROM BECOMING IN EFFECT A BARRIER TO TRADE>. 

F. THE NUMBER OF AUTOMOTIVE PARTIS REQUIRED TO BEAR THE KOREA 
STANDARD MARK WILL BE REDUCED FROM ELEVEN TO TWO ITEMS. 

G. THE QUARANTINE PERIOD FOR IMPORTED CHOCOLATES WILL BE REDUCED 
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FROM 25 DAYS TO 12 DAYS. 

H. KOREA WILL HOST A TRADE SHOW FOR US PRODUCTS ON NOVEMBER 2-5 

1987. 

I. THE US WILL REFRAIN FROM RESTRICTING ORDERLY EXPORTS FROM 
KOREA OF AUTOMOBILES, SEMICONDUCTOR CHIPS, MACHINE TOOLS. THE US 
WILL REFRAIN FROM CURTAILING KOREAN PRIVILEGES UNDER THE US GSP. 
MOREOVER, THE US ADMINISTRATION WILL EXERCISE ITS BEST EFFORTS TO 
RESTRAIN PROTECTIONIST LEGISLATION AFFECTING KOREA. 

REGARDS 
BABAN 

248331 IMF UR 8881 

MIOFFI K23243 

=04230337 

Time: 20:03 03/19/87 ??? 
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1. IN MARCH 1987, BOTH EXPORTS AND IMPORTS REGISTERED VERY HIGH 
RATES OF INCREASE ON A CUSTOMS CLEARANCE BASIS. THESE WERE 
ATTRIBUTABLE MAINLY TO INCREA:::ES IN REAL. TERMS, IN VIEW OF THE 
MODERATE INCREASES IN TRADE PRICES. SO FAR IN THE FIRST QUARTER, THE 
TRADE SURPL~3 AMOUNTED TO USD 1.1 BILLION, COMPARED WITH A DEFICIT OF 
USD 0.6 BILLION IN THE SAME PERIOD LAST YEAR. BOTH CONSUMER AND 
WHOLESALE PRICES POINT TO A FIRMING TREND BUT THE RATES OF INCREASE 
REMAIN LOW (CPI> OR NEGATIVE <WPI>. 

2. LATEST TRADE AND PRICE STATISTICS: 

MARCH 

19::37 

TRADE: CUSTOMS CLEARANCE BASIS 

PERCENT 
GROWTH 

EXPORTS, FOB 2,572.8 3,063.8 40.1 
IMPORTS, CIF 2,546.8 3,142.6 23.4 
TRADE BALANCE 26.0 460.7 

TRADE DOCUMENTS: 

LETTER OF CREDIT 
2,139.2 3,142.7 46.9 

IMPORT LICENSES 2,165.9 2,718.3 25.5 

PRICE INDICES(+} 

EXPORT 96.0 100.8 5.0 
IMPORT 80.2 :31. ::-:: 1.4 
(MINERAL FUELS> 60.6 5•~- :3 -1.3 

CPI 143.6 146.0 1.7 
WPI 125.9 1:25. 1 -0.6 

,JAN-MARCH 

1986 ENT1987 PERCN 
GROWTH 

6,913.6 9,335.6 35.0 
7,547.6 8,190.5 8.5 

-6:34. 0 1 , 145. 1 

5,697.0 8,106.6 42.3 
6,272.8 7,425.2 18.4 

·?5. f. 100.2 4 .-. • ·=-
E:5. 4 E:C>. 1 -/.: .• 2 

(76.9} (56. E:> (-26.2} 

14::::. 6 145.5 1. :;! 
1:27. 7 124.8 -2. :::: 

(+} JANUARY - MARCH FIGURES ARE TWO-MONTH AVERAGES. 

3. EXCHANGE RATES PER USD FOR MARCH 1987 WERE: W846.9 CEND> AND W 
851.47 <AVERAGE>. END-MONTH FIGURE REPRESENTS AN APPRECIATION PER 
USD OF 0.9 PERCENT OVER FEBRUARY 1987 AND 1 . 7 PERCENT OVER DECEMBER 
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1986. 

4. FOR MS. TSENG~ MOF ARCHIVES SUGGEST THATMR. AHRENSDORF AND MR. 
A RAHMAN (MAY 65 TO MAY 66) MAY HAVE SERVED IN KOREA IN SOME CAPACITY 
BEFORE MR. KANESA-THASAN. K~ KINDLY VERIFY IF THEYWERE ~ESIDENT 
REPRESENTATIVES. 

5. IN LIEU OF ANNUAL LEAVE TODAY <APRIL 14), INTEND TO TAKE ANNUAL 
LEAVE ON THURSDAY, APRIL 16. 
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C/0 MINISTRY OF FINANCE 
3RD GOVT. BLDG ,. AM . 422 
KWACHEON, KYUNGKl-00, 171 - 11 
REPUBLIC OF KOREA 

Tix. MIOFFI K23243 

Tel. 503-9269 

Mr. P.R. Na:rvekar 
Director 
Asian Department 
International Monetary E\ln1 
washirgton D.C., USA 20431 

Dear Mr • Na:rvekar: 

April 10, 1987 

Attache:i please fin:i a note entitle:i "The Unite:i States arrl 
Korean &:charge Rate Policy. " It ruggests that appreciation of the 
v.0n wcuJd be an inefficient instrument to re:iress the bilateral 
imbalance between the two camtries. MoraJ1Ter, because Kore1. has no 
.influence on the le.rel of absorption in the Unite:i States, it six:>uld 
take v.igorcus me1.rures to directly re:iuce the tra:le .imbalance with 
the Unitei States if it wishes to avoid doing it irrlirectly thrcugh 
appreciation of' the v.0n. Designin:, these direct mearures wculd 
req.iire skill be.cruse they wculd nee:l to favor the Unite:i States in 
cutcane withcut doin3" so in principle so as to be consistent with the 
GA.Tr. 

Best wishes. 

Very truly yoors, 

ROY C. BABAN 
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Roy C. Baban: April 10, 1987 

THE UNITED STATES AND KOREAN EXCHANGE RATE POLICY 

1. Introduction 

In recent months, the United States has applied constant 

pressure on Korea to revalue the won, in the light of the shift in 

Korea's external account to surplus in 1986 and the burgeoning 

bilateral trade imbalance favoring Korea. Such pressure has been 

conveyed through diplomatic channels, hig~-level bilateral 

discussions, congressional testimonies of U.S. Administration 

officials, and the introduction of bills in the U.S. Congress which 

would link U.S. bilateral deficits with an examination of trading 

partners· exchange rate policies. 

Underlying this pressure is the threat of protectionist 

action against Korean exports to the United States. The potency of 

this threat is underscored by the role of the United States as 

Korea's largest export market. In 1986, the United States absorbed 

about 40 percent of Korea's exports and incurred a bilateral trade 

deficit of $7.3 billion. Only five years earlier, the U.S. absorbed 

27 percent of Korean exports and the bilateral trade balance favored 

the United States. 

This note reviews the recent evolution of Korea's effective 

exchange rate and examines the United States· position on Korean 

exchange rate policy. 
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2. Recent exchange rate developments 

Prior to discussing issues relating to exchange rate policy, 

it is worthwhile reviewing recent movements in Korea ' s exchange 

rate. Chart 1 shows trade-weighted effective exchange rate indices 

for Korea as calculated by the Asian Department of the International 

Monetary Fund. l/ During the period 1980-84, the real effective 

exchange rate CREER) index fluctuated around a moderately declining 

trend. In contrast, from February 1985 to August 1986, the REER index 

depreciated by about 26 percent. Currency baskets with different 

sets of trading partners and weights based on trade shares should 

yield figures broadly in the same neighborhood. 

The exchange rates of the won vis-a-vis the currencies of 

other newly industrializing countries have followed different 

patterns. Chart 2 indicates that the real exchange rate of the won 

(the nominal exchange rate adjusted by relative consumer prices) 

via- a - vis the Taiwan dollar followed a depreciating trend from late 

1982 and levelled off from September 1986. Chart 3 indicates that 

the real e>:change rate of the vion vi s-a·-vi s the §j__ngapore dollar 

followed a depreciating trend for a longer period, from early 1980 to 

late 1985. Thereafter, an appreciating trend is discerned, largely 

reflecting Singapore's more active use of exchange rate policy to 

stimulate growth and offset the aftereffects of rapid wage increases 

1/ These indices involve 16 trading partners with the following 
weights (in percent): Japan (31.36); United States (25.11); West 
Germany (6.66); United Kingdom (4.79); Hong Kong (3.99); Taiwan 
(3.89); Italy (3.72>; Canada (3.68); France (3.62); People ' s Republic 
of China (2.41>; Saudi Arabia (2.13); Belgium (2.01); Netherlands 
(1.99>; Australia (1.85); Singapore (1.58); and Indonesia (1.20). 
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in 1979- 82. The position of the real bilateral exchange rate index 

~ the close of 1986 was about equal to its position at the beginning 

of 1985. Chart 4 indicates that the real appreciation of the won 

relative to the Hong Kong dollar from 1980 to late 1983 had been more 

than reversed by September 1985. Thereafter, a flat trend prevails, 

indicating that Korea and Hong Kong have been following broadly the 

same exchange rate policy in terms of purchasing power parity. To 

summarize, during 1985- 86, Korea gained external competitiveness 

against Taiwan and Hong Kong, while gainirg external competitiveness 

against major trading partners as a whole. 

The initial impetus for the more rapid depreciation of the 

won in early 1985 appears to have been the evident slowing down of 

the economy from the third quarter of 1984. The depreciation of the 

won continued beyond September 1985, when a G-5 accord led the U.S. 

dollar to decline further against some major international 

currencies. The bottoming out of the won ' s depreciation in August 

1986 coincided with a determination by an IMF mission that the won 

should not depreciate further and with the start of the United States 

campaign for a revaluation of the won. The won subsequently began to 

appreciate moderately, against the background of evidence that a 

robust economic recovery was underway and that the balance of 

payments would shift from deficit to a substantial surplus in 1986. 

The substantial depreciation of the won in 1985-86 provided 

the main impetus to the export boom of 1986. The 27 percent increase 

in export volume against the background of moderate world trade 

growth reflected a diversion of export demand at the margin, which 

would not have resulted from lower oil prices and lower international 
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interest rates alone. On the supply side, the rapidity of supplier 

response to enhanced external competitiveness was facilitated 

initially by the existence of excess capacity in the wake of slower 

growth in 1985, and eventually by the expansion of plants. The depth 

of the depreciation of the won brought particular benefits to the 

textile industry, the exports of which rose 24 percent in value in 

1986. The productive capacity of this industry had been slated to 

contract under an industrial restructuring program prepared by the 

Ministry of Trade and Industry. However, the remunerability of 
' 

marginal firms was resuscitated by the depreciation of the won and 

the programmed reduction in capacity for the sector as a whole 

appears to have been postponed indefinitely. 

The depreciation of the won also resulted in direct and 

indirect benefits to the travel industry, the unsung jewel in last 

year's economic outturn. In 1986, arrivals for tourism increased by 

16 percent (the same rate for total arrivals), while the export boom 

generated a 25 percent increase in business arrivals. The holding of 

the Asian Games in September 1986 does not appear to have been an 

important contributing factor inasmuch as total arrivals, arrivals 

for business, and arrivals for tourism in that month was actually 

lower than either August and October 1986. It seems that some 

visitors expected overcrowding in September and either advanced or 

postponed their trips. At any rate, as a result of the doubling of 

receipts from travel in 1986, net receipts rose 5 times to $0 . 9 

billion, about 20 percent of the current account surplus registered 

in that year. 
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3. The position of the United States 

The demand of the United States that Korea should appreciate 

the won is tantamount to suggesting that an instrument which affects 

~ 
the level of trade should be used adjust the direction of trade. In 

~ 

effect, Korea's overall trade surplus should be reduced to redress 

the bilateral trade surplus with the United States. The use of the 

exchange rate towards this purpose would clearly involve a welfare 

loss for Korea because, to use the language of the theory of 

commercial policy literature, the instrum~nt won't be applied at the 

point of distortion. In 1986, a marginal increase of one U.S. dollar 

in total exports was associated with 40 cents of exports to the 

United States and 21 cents of imports from the United States. Thus, 

other things being equal, total exports would need to decline by one 

U.S. dollar to reduce the bilateral surplus with the United States by 

19 cents. In other words, Korea would be led to unnecessarily reduce 

its trade surplus (or increase its trade deficit) with countries with 

whom there is no trade friction. 

Because exchange rate policy affects all external 

transactions, potential welfare losses could also arise outside the 

trade account. In particular, an appreciation of the exchange rate 

would tend to reduce competitiveness in the travel account even 

though the travel surplus, by itself, is not considered to be a 

problem. 

The absence of strong measures to restrain absorption in the 

United States is leading the U.S. Government to rely excessively on 

exchange rate adjustments to reduce its trade deficit. This policy-
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mix pressures trading partners in a surplus position to appreciate 

their currencies by amounts in excess of what would be required if 

- ~ -

the U.S. is pursuing a more balanced adjustment program. For l<orea 

in particular, the appreciation of the won is not a perfect 

substitute for a reduction in absorption in the United States. 

absorption in the United States would impact generally on all trading 

partners, requiring them to compete more intensively on a reduced 

market, while an appreciation of the won would impact specifically on 

l<orea. 

Selective exchange rate adjustments without substantive 

reduction in absorption in the United States raises another problem. 

Korea's most dynamic exports, textiles, footwear, and electronics are 

available from other countries. Thus, reducing l<orea·s 

competitiveness through exchange rate appreciation is likely to 

divert U.S. import demand at the margin to other countries, much like 

the recent appreciation of the Japanese yen diverted import demand at 

the margin to Korea and Taiwan. While the scope for substitutions of 

import sources for electronics may be limited, this is not the case 

for textiles and footwear. To the extent that U.S. import demand is 

merely shifted, the U.S. balance of trade would not improve. 

The foregoing suggests that since l<orea has no influence on 

the level of absorption in the United States, it must take vigorous 

~easures to directly reduce the trade imbalances with the United 

States if it wishes to avoid doing it indirectly through appreciation 

of the i,mn. Designing these direct measures would require skill 

because they would need to favor the United States in outcome without 

doing so in principle in order to be consistent with the General 

Agreement on Trade and Tariffs. 
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Rev: @lIM/7.03964 Line: 7 

MICRONET 

MICR7341 SRCA2645 
RCAINB 
.RCASAF 

1RECEiv ~u 
IMF CABLE RO 

1987 APR - 6 Id 7: 53 

.SUBDTG: 04060046 

.SUBSEG!: IMF2645 

.SUBAAB: MIOFFI K23243 

. TEXT: 
IMF UR 

MIOFFI 1<2:3:243 

~ -1¾v~ 
~~D I 

!e'AMCA T'3D~C - ~ ~ 
ASIAN DEPARTMENT, RM. 41216 

INTERFUND 
WASHINGTON DC 20431 

1. A PLAQUE CONTAINING THE NAMES OF ALL RESIDENT REPRESENTATIVES TO 
KOREA IS LIKELY TO BE GIVEN TO MOF IN JULY. 
WOULD HIGHLY APPRECIATE IF A LIST OF RESREPS WITH DATES OF TENURE 
(MONTH AND YEAR> COULD BE DRAWN UP. 
PERHAPS, MRS. DE PELET-COLAco~s OFFICE COULD BE OF ASSISTANCE. 

2. DURING MY ANNUAL LEAVE, I COULD BE REACHED AT MY RESIDENCE. 
WILL INFORM IF PLANS CHANGE. 

REGARDf; 
BABAN 

MIOFFI 
IMF UR 
1<23243 

=04052349 

Time: 00:59 04/06/87 EST 
Connect Time : 26 sec,:,nds 
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Rev: @lIM/7.02170 
MICRONET 
MICR6395 SMCA1256 
MCIINB 

Line: ·-· ('· t::· I . ' t- . • r t "': l 

1987 MAR 30 I I : 25 

RECEIVED 
IMF CABLE RO r 

.MCISAF . SJ,. 1 f.)£, .. :~RrMlwrl 2 3 0 1987 30 11, 7: 22 
• SUBDTG: 0:3300256 
.SUBSEQ: BFMI0479 
.SUBAAB: MIOFFI K23243 
• TEXT: 

MIOFFI K23243 

MESSRS SZAPARY AND WILLIAMS 
ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

/ ORIG : AS D 

CC : ETRD 

1. THE FOLLOWING ARE RECENT CHANGES IN MOF STAFF. MR. JAE-HYONG 
HONG (PREVIOUSLY ASSISTANT MINISTER FOR THE INTERNATIONAL POLICY 
COORDINATION OFFICE AT THE ECONOMIC PLANNING BOARD> REPLACED MR. 
TAE-WON KWON AS ASSISTANT MINISTER FOR PLANNING AND MANAGEMENT. 
MR. KUN-HO CHO (PREVIOUSLY DIRECTOR, INTERNATIONAL. ORGANIZATIONS 
DIVISION. MR. SEUNG- WOO KWON HAS TAKEN UP THE POST OF ADVISOR TO 
ED FOR KOREA AT THE WORLD BANK. MR. YOUNG-HO! LEE <PREVIOUSLY 
DIRECTOR OF THE FOREIGN CAPITAL MANAGEMENT DIVISION> HAS BEEN 
APPOINTED AS DIRECTOR, INTERNATIONAL ORGANIZATIONS DIVISION. 

THE 

2. A NOTE ON THE DETERMINANTS OF ERRORS AND OMISSIONS IN THE BALANCE 
OF PAYMENTS HAS BEEN MAILED TO MR. NARVEKAR. 

II 
3. WOULD LIKE TO REQUEST AUTHORIZATION TO TAKE ANNUAL LEAVE ON APRIL 
2 AND APRIL 6-15. EXCEPT FOR APRIL 13-15, I INTEND TO REMAIN IN 
SEOUL. THE IMF OFFICE WILL REMAIN OPEN DURING THIS PERIOD. 

REGARDS 

BABAN 

MIOFFI 1<2:3243 

=03300253 

Time: 03:02 03/30/87 EST 
Connect Time: 40 seconds 
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; Rev: @l.IM/7.01729 
MICRONET 
MICR6166 SMCA0966 
MCIINB 

0::::270045 
BFMI0469 

Line: 7 

.MCISAF 

.SUBDTG: 
• SUBSEG,: 
.SUBAAB: 
• TEXT: 

MI OFF I K2:~:24:;: 

MIOFFI K2:3243 

TO: MR. G. SZAPARY 
ASIAN DEPT., ~ RM. 4-21.6 
INTERNATIONAL MONETARY FUND 
WASHINGTON DC 20431. 

. 

RECEIVED 
IMF CA LE ROO , 

7 :. : 2 

0 RIG : ~ 

CC: ~ TRD 

FOLLOWING ARE DETAILE:B----~_OP ACCOUNTS FOR ,JANUARY-DECEMBER, 1986 
<REVISED>, JANUARY 1987CREVISED>. 

. 
I JANUARY-DECEMBER, 19E:6 C REV> ,JANUARY, 1987CREV> 
+ ---------------------------- ------------------------

CREDIT DEBIT NET CREDIT DEBIT NET 

Y1 33, ·~13 29,707 4,206 2, :327 2,245 5;3:2 
Y2 :::, (>52 :::, 1:.,79 -1.:,28 /.:,';12 669 24 
y --., 

--· 
Y4 1 .-,-,,.. , ..:.,.~_.;) 1, 039185 ·=••::. ._.,_, 15 T-., 

--· Y5 4,617 679 
Yb -1,076 264 
Y7 2,500 .-, E:" ·? .-, ""' .._._,.,:.. -32 172 117 55 
YE: 88(> 1,006 -126 67 ~:(:. :31 
Y9 1,620 1,526 94 105 81 24 
Y10 478 4~: 4:;:5 :;:7 :37 
Y11 1,736 2, 142 -406 79 87 -:3 
Y12 1 , 172 --, .:.. , 142 -970 76 :37 -11 
y1:::: 564 564 4 4 
Y14 54:3 1, 181 -6:38 1-· .::.. 120 -108 
Y15 906 906 5:3 C" •J ._,._, 
Y16 20:;: 14:'.:: 60 -;, -9 
Y17 151// 79 2 - 1~0 7FJ 
Y18 1,042 -1,042 1 -1 
Y19 2':/3 :36::: -75 26 17 •;, 
Y20 10 15 -5 1 --::, 

--· -2 
Y21 :319 -:31 '::1 251 251 
Y22 1 1 1 1 -110 •;J ·-, 

.•L -·~2 
y--,.-. .,:...,:. 12,974 12:, :;:(:,C, -::::•;12 46 
Y24 12, 3e:a 12,790 -403 1, 195 1, 149 40 
y--,c:-4•-' 5:=:7 576 11 28 2::: 
Y26 -544 220 -221 
Y27 2,606 7 6:3 
Y28 -2,606 -7(:,:3 
v2·;, 226 -226 -25~: 
Y30 207 -207 :3:3''i1 -:3~:·;, 
v::::1 20 -20 1:35 1:35 
Y32 -2, :37•-;1 - -~515 
Y33 5:27 1,794 -1,267 2·~ 234 -2(>5 
Y34 126 -126 :32 -:;:2 
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=03270044 
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4 :39 

71 

Time: 00:52 03/27/87 EST 
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906 

1, :337 

Connect Time: 131 seconds 
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71 
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7,955 
672 

296 
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53 -53 
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Rev: @1IMl7.01724 
MICRONET 
MICR6163 SMCA0964 
MCIINB 
.MCISAF 

,,. 

.SUBDTG: 03270027 

.SUBSEQ: BFMI0467 

.SUBAAB : MIOFFI K23243 

. TEXT: 

MI OFF I K2:;:243 

TO: MR. G. SAZPARY / 
ASIAN DEPT., RM. 4-21l 

INTERFUND 
WASHINGTON DC 20431 

I 

) 

/ 
ORIG: 

CC: 

RECEIVED 
IMF CA LE RO ;· 

7 M 2 . ..' G: 2 

ASD 

ETRD 

Gs 
~"' ,J) 

FOLLOWING ARE DETAILED BOP ACCOUNTS FOR FEBR,UARY <PREL. >, 
JANUARY-FEBRUARY <PREL. >, 1987 

FEBRUARY, 1 9:37 ( PREL > JANUARY-FEBRUARY, l9E:7(PREL> 
---------------------- -----------------------------

CREDIT DEBIT NET CREDIT DEBIT NET 

Yl 2, 8C,3 2, t.2:3 2 :35 5,690 4, :37:3 :317 
y·-, .:. 727 617 110 1,419 1, 2:==6 1~:~: 
Y:3 
Y4 94 jC, . , 75 182 ::::4 147 
Y5 - 419 1 , c,•;,:3 
Y6 217 481 
Y7 156 124 :3:;'! 328 241 87 
Y:9 c.::: ~:4 .-.c-.; .. _. 1:;:5 70 66 
ye, ,. :38 90 -·-=-·-· 1 ';/3 172 21 
Y10 -,c:-..:..•-' 25 62 (I 62 
Y11 179 4·, ~- 136 25:3 129 129 
Yl~ 155 42 112 2:30 129 101 
Y13 24 2 4 2:3 28 
'fl'.4 129 --117 ';I -·'ii 
Y15 19 19 72 72 
Y16 4 -4 13 -13 
Y17 79 79 
Y18 0 (I 1 -1 
Y19 10 1 :::: -4 ~:5 :30 5 
Yl'.0 1 .-, 

.,:, -2 
Y21 -,c:-._._. •-J~ L•-· 276 
Y22 4 -4 0 96-96 
Y23 87 13:3 
Y24 1,214 1, 12:2 :::2 2,404 2, 271:., 1 ·-:.•=· ..:,..,_, 
y.,.,c:-

L-...1 31 26 C' .... , 5·7 C"•'j 
'1-1_, 6 

Y26 136 -:=:4 
Y27 - I 1 t?.'527 
Y2:3 -:35•;;, -1,627 
Y2'°i' -:3:3 -::::~:/:., 
Y30 -5::: -5:=: 447 -447 
v::::i -25 .-,c::--._._, l 1 1 111 
y·-:.•·-:, .......... -776 -1,291 
y•-:.,-:, -·-· 1-,•=-_ . ._,, -(:,:3 19 2''i12 -27:3 
Y34 :3'i' -:39 -71 -72 Ill -71 
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Time: 00:34 03/27/87 EST 
Connect Time: 120 seconds 
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Rev: @lIM/7.01395 Line: 7 

MICRONET 

MICR5980 SMCA0681 
MCIINB 
.MCISAF 
.SUBDTG: 03260051 
.SUBSEQ: BFMI0456 
.SUBAAB: MIOFFI K23243 
. TEXT: 

MESSRS. SZAPARY AND WILLIAMS 
ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

760784 

RECEIVED 
IMF Ci\ BLE RO ~-

7 MA 2 , . ·, 7: 27 

ORIG : ASD N -------
CC: FTP 

G 
",J) . 

)> ra 
C:,') 00 

--I 

.P z -~ ~ :;:o 

i-,-, N 

:-:o O") 

:;;J :J> 

-I 
"T c.p -f'T1 u, :z: 
- l <.D 

1. IN FEBRUARY 1987, THE OUTSTANDING EXTERNAL DEBT DECLINED IN 
ABSOLUTE TERMS AND THE MATURITY STRUCTURE IMPROVED FURTHER. 
REFLECTING POLICY RESTRAINTS ON NEW FOREIGN BORROWING AND SOME 
ADVANCE REPAYMENTS ON EXISTING DEBT, TOTAL DEBT <EXC. FUND CREDIT> 
DECLINED BY USD 0.4 BILLION SO FAR IN 1987, 

. THIS COMPARES WITH A 
REDUCTION OF USD 2.3 BILLION IN 1986 AND A TARGET REDUCTION OF ABOUT 
USD 2.7 BILLION IN 1987. GIVEN A SUBSTANTIAL REDUCTION IN SHORT-TERM 
REFINANCING ABROAD, THE RATIO OF SHORT-TERM DEBT TO TOTAL DEBT <EXC. 
FUND CREDIT) DECLINED IN FEBRUARY 1987 TO 20.2 PERCENT, ABOUT 2 
PERCENTAGE POINTS BELOW THE RATIO RECORDED A YEAR EARLIER. 

THE FOLLOWING ARE LATEST EXTERNAL DEBT FIGURES. 

A 
Al 
A2 
A:'.:: 
A4 
A5 
At:. 
A7 
B 
Bl 
82 ,· 
Cl 

I............._ 

,JANUARY 1 9:37 

CONSTANT 

31,224 
11,147 
5,607 
:3, 221 
:3 , 002 
1, 7"36 
1,264 

247 
2, (>82 
1, 18:::: 

·r,, 242 
2, 4:=:5 

CURRENT<REV) 

::::3, 457 

5, 85·;1 
9,075 
:3, C,8(:. 
1,736 
1, 57:~: 

247 
2,082 

5"1 , 242 
2, 4:35 

FEBRUARY 1987 

CURRENTCPREL. > 

3:~:, 457 
11,316 
5, :357 
';I, ()E!2 

3, 6:3•;, 
1, 7::::6 
1,530 

247 
2,067 
1, 17"3 

:::::, 601 
2, 55(> 

CD 
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' 
C2 

C:3 
C4 

C6 
[I 

E 

MEMO ITEMS: 

GROWTH OF ITEM E 

527 

1, 7:24 
275 

2,076 
~, 
..:;. , 155 

42,548 
41,284 

(12 MONTHS PERCENT> -5.6 
C/E (PERCENT) 22.4 
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MI OFF I K2324::::E 

=03260049 

Time: 00:56 03/26/87 EST 
Connect Time: 91 seconds 
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Rev: @lIM/7.01125 Line: 7 

MICRONET 

MICR58:37 
MCIINB 
.MCISAF 

SMCA0400 
1987 MAR 2 5 10: T> 6 '0 6 3 9 
SIAN r EYART1 JENT 

.SUBDTG: 03250308 

.SUBSEQ: BFMI0449 

.SUBAAB: MIOFFI K23243 

.TEXT: 

MIOFFI K2:324:3 

MESSRS. SZAPARY AND WILLIAMS 
ASIAN DEPARTMNT 
INTERFUND 
WASHINGTON DC 20431 

4 R EiV •u 
IMF CA LE 00 •. 

\987 MAR 2-. "1 • \ 
6 

ORIG: ASD 

CC: ETRD 

1. IN FEBRUARY 1987, THE EXTERNAL CURRENT ACCOUNT REGISTERED A 
SURPLUS OF USD 0.4 BILLION, RAISING THE CUMULATIVE SURPLUS SO FAR IN 
1987 TO USD 1 BILLION. WHILE THE SURPLUSES IN THE TRADE AND 
TRANSFERS ACCOUNTS REMAIN ROBUST, A FAVORABLE TREND IS EMERGING IN 
THE SERVICES ACCOUNT. LARGELY REFLECTING HIGHER RECEIPTS FROM TRAVEL 
AND LOWER NET INVESTMENT INCOME PAYMENTS, THE SERVICES ACCOUNT HAS 
SHIFTED FROM DEFICIT TO SURPLUS. THE PRESSURE OF THE EXTERNAL 
SURPLUS ON DOMESTIC LIQUIDITY IS INCREASING. DURING JANUARY-FEBRUARY 
1987, INTERNATIONAL RESERVES GREW BY USD 379 MILLION, GREATER THAN 
THE USD 244 MILLION INCREASE RECORDED FOR 1986 AS A WHOLE. THE 
REDUCTION OF EXTERNAL DEBT OUTSTANDING REMAINS A HIGH PRIORITY 
AND IT IS UNLIKELY THAT RESERVE ACCUMULATION WILL BE SUSTAINED AT THIS 
RATE. 

2. SUMMARY BALANCE OF PAYMENTS <IN USD MILLIONS) 

1986<REV> FEB<PREL> JAN-FEB<PREL> 

7 1'786 

CURRENT ACCOUNT 4,617.0 
TRADE BALANCE 4,205.9 

EXPORTS FOB 33,913.2 
IMPORTS CIF 29,707.3 

SERVICES, NET -627.5 
TRANSFERS, NET 1,038.6 

111 14:3 

CAPITAL ACCOUNT -2,011.5 
MEIDUM/LONG, NET -1,075.9 
SHORT TERM, NET -:~:·;12. 1 
E/0 -54:3. 5 

-112 

.-., .-,-,C'. .:.., ..::_.._._, 

-74 
60 

57 
-76 
15:3 
-f2i2 

419 -494 1 , (>''i'8 
2:35 -306 817 ,.., 

..:.. , :::63 4, :31 :;: 5, 690 
2, (:,2:3 4, 619 4, :37:~: 

109 -2•~1~1 1:3:~: 
75 

440 105 52•~1 

217 -1:30 481 
:=:7 -5:~: 1 ·-=-·-=· ·-··-· 
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/-25 136 

OVERALL BALANCE 
IMF 
BOI< 

<NON-DMB SWAPS) 

PERCENTAGE CHANGE: 

EXPORTS FOB 
EXPORT PRICES 
IMPORTS CIF 
IMPORTS PRICES 

2,605.5 
1 , f.:,•"iJ•~J. 5 

(-906.0) 

.-... -, -, ..:..c, • . _:i 

1 ·? . ·-· 
12. :::: 

-14. :3 

-55 
76 

( 1::::1 ) 

19. 1 
-1 . 5 
19. ·-=· ·-· 
-5 . 

3. SERVICES ACCOUNT <IN MILLIONS OF USD> 

1987 

,JAN-FEB 

D,JCEIPTS 

1986 
1986 

1987 
1987 

E:5':-1 -::-:::3':.°' 1,627 
840 -255 1,556 
(-1':.J) ( 134) (-71 ) 

2:E:. 7 19. 1 :31 . ~:, 
4 •. ,, -2 . 0 4 • 7 

13. 1 '"ii. '"i' 5.5 .,, -6. 1 -4. :3 -·;,. 7 

PAYMENTS NET 

TOTAL '"il'"iJE: 1,419 1, 2·;,::: 1, 2:3(:. -:~:oo 1:~::3 
FREIGHT/INS 2(>:3 :7~36 11 :::: 124 90 112 
OTHER TRANS 91 147 2::-::::: 2·:-1 1 -147 -144 
TRAVEL 137 2•;12 •":JC' 

.. ·-· 106 42 186 
INVESTMENT INCOME 1 .-,cc 

.:)._I 15::: 611 456 -476 -2·~18 
OVERSEAS CONST. 78 1:32 17 :3 61 124 
OTHER :34''i1 454 21 '?.°' :;:(>1 1:~:o 154 

///1 
53 

4. DETAILED BOP TABLES WILL BE CABLED SEPARATELY. REER CALCULATIONS 
BY MS. TSENG RECEIVED WITH THANKS. 

REGARDS 

BABAN 

=03250:307 

Time: 02:12 03/24/87 ??? 
Connect Time: 134 seconds 
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INTERNATIONAL MONETARY FUND / 

C/ 0 MINISTRY OF FINANCE Tix. MIOFFI K23243 
3RD GOVT. BLDG,. RM . 422 
KWACH EON, KYUNGKI-DO, 171 - 11 
REPUBLIC OF KOREA 

Tel. 503 -9269 

.,,,,. t'::. ... 
C.f) c... 

March 24, 1987 
__. 

Mr. P.R. Narvekar ~ 

Director, Asian Depart.nent 
International Monetary Funi 
Washin:;ton D.C. 
U.S.A. 20431 

r . 

.. , . 
- ) - I - . 
',\ 
-7' 

Dear Mr • Narvekar: ::; 

Attache:i please fini a note entiUe:i "Korea: Determinants of 
Errors ani Onissions in the Balance of Payments." This stu:iy was 
pranpte:i by the recent exchan:Je of camnunications between the Funi 
staff ani Korean authorities on staff stu:iies on capital flight. 

This note concludes that, on the basis of statistical tests, 
errors am. anissions partially reflect both capital flo.vs ani 
systanatic statistical discrepancies in trade accmnting. Whether 
the capital flows canponent of errors ani anissions which res:poni 
rationally to opporbmity costs shculd be considere:i merely as 
"unrecorde:i" capital flows or "capital flight" would be a :matter of 
definition. It is clear, ho.vever, that the treatment of errors ani 
anissions as wholly generate:i by capital flows, whether flight or 
nonflight, would be unwarrante:i. In future stu:lies of capital flows 
in Korea, it may be useful to distin:Juish between the "explaine:i" ani 
"unexplaine:i" canponents of errors ani anissions. 

Best ·. wishes. 

Very truly yours, 

ROY C. BABAN 
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Roy Baban: March 20, 1987 

Korea - Determinants of Errors and Omissions 
in the Balance of Payments 

1. Intr-oduction 

The purpose of this note is to examine the determinants of 

the errors and omissions entry in Korea's balance of payments of 

Korea. Three recent studies by Fund and World Bank staff l/ have 

used errors and omissions in estimating "capital flight" directly or 

in estimating residents ' external claims, a fraction of which is then 

calculated as capital flight. Errors and omissions is an obscure 

entry and it is a big leap from being uncertain of its nature to 

assuming it as generated entirely by flows of capital, whether flight 

or nonflight. 

Section 2 examines the errors and omissions series and 

Korean officials ' views about the process underlying it. Section 3 

examines the possible determinants of errors and omissions. Section 

4 tests three hypotheses: (1) that errors and omissions reflect 

capital f 101r,s; ( 2) that errors and omissions ref 1 ect systematic 

statistical discrepancies in the trade account; and (3) since these 

two hypotheses are not mutually exclusive, that errors and omissions 

reflect both. 

l/ See: (1 > M. Deppler et al, "Capital Flight - Concepts, 
Measurement, and Issues," (SM/87/24, 1/23/87); (2) M. Dooley, 
"Country-Specific Risk Premiums, Capital Flight and Net Investment 
Income Payments in Selected Developing Countries,'' (DM/86/17, 
3/11/86, forthcoming in IMF Staff Papers), and; (3) M. Khan and N. 
Ul Haque, "Capital Flight From Developing Countries," Finance and 
Development, March 1986. 
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On the basis of the tests conducted, it may be concluded 

that the errors and omissions entry in Korea's balance of payments 

partially reflects both capital flows and systematic statistical 

discrepancies in trade accounting. Whether the capital flows 

component of errors and omissions which respond rationally to 

opportunity costs should be considered as "unrecorded" capital flows 

or "capital flight" would be a matter of definition. It is cl ear, 

however, that the treatment of errors and omissions as wholly 

gener ated by capital flows, whether flight or nonflight, would be 

unwarranted. In future studies on capital flows in Korea, it may be 

useful to divide errors and omissions into "e>:plained" and 

"unex plained" components. 

2 . Background on errors and omissions 

The hypothesized linkage between errors and omissions and 

capital flows raises non-trivial issues in Korea. Though some 

quarterly entries are positive, annual entries have been consistentl y 

negative since 1975 (Chart 1). Furthermore, from 1982 to 1985, 

negative errors and omissions have hovered around a new and higher 

plateau of around $1 billion per annum, or about 2 percent of annual 

trade. During the period 1975-85, cumulative negative errors and 

omissions amounted to nearly $6 billion, or about 13 percent of the 

external debt at end-1985. 

The sudden increase in negative errors and omissions in 1982 

is puzzling. In that year, domestic inflation declined sharply (by 

three-quarters to 5 percent in the case of WPI and by two-thirds to 7 

percent in the case of the CPI>, real growth decelerated slightly but 
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was still respectable at 5.4 percent, and the current account deficit 

declined by 43 percent to US $2.65 billion. Moreover, the political 

situation seemed stable, inasmuch as the political transition had 

been effected two years earlier. In short, this does not appear to 

be a scenario which would cause unrecorded capital outflows (proxied 

by negative errors and omissions) to triple. The maintenance of 

negative errors and omissions at high levels in the following years 

is also puzzling. Except for the slowdown in economic growth in 

1985, most macroeconomic indicators showed progressive improvement. 

Prompted by the sudden rise in negative errors and omissions 

in 1982, Korean officials conducted an internal study of this entry. 

The study did not solve the puzzle. However, it shed some light on 

the complexity of the accounting procedures for trade flows, 

particularly those referring to shipbuilding and ship repairing 

(e.g., on a customs basis, trade rather than just servicing is 

defined to occur if the ratio of repairs to a ship's estimated value 

exceeds a certain threshold). With high levels of trade, the scope 

for statistical discrepancies in the trade account is correspondingly 

large. Korean officials believe that errors and omissions are 

essentially being driven by these discrepancies rather than by 

capital flows. 

Intuitively, this point of view appears to have some 

substance. The increase in negative errors and omissions during 

1982-85 coincided with the widening of differences between the 

customs and balance of payments valuation of exports and imports (see 

Chart 1). This issue will be explored further below. Incidentally, 
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the nature of these differences will change beginning in 1987 when 

customs data will be purged of ship repair statistics. 

3. Determinants of errors and omissions 

If the assumption that errors and omissions reflect capital 

flows is true, then it should be correlated with variables usually 

associated with capital flows. Dooley (1986) provides a point of 

departure. He regresses his estimate of "capital flight" in several 

developing countries on three independent variables: domestic 

inflation, "financial repression," and a "political risk premium." 

Domestic inflation is defined to stand for a vector of variables 

which tend to impose an inflation tax on assets denominated in 

domestic currency. "Financial repression" is defined as the degree 

to which differences between the nominal interest rates in the United 

States and Korea are not compensated for by actual exchange rate 

changes. With capital flight being given a positive sign, the 

expected signs for these independent variables are positive. That 

is, there would be more capital flight the higher the domestic 

inflation rate and the greater the degree of "financial repression." 

The "political risk premium" is defined by Dooley as the 

difference between the rate effectively paid by a borrowing 

developing country and the rate paid by the best borrowers. Two 

series on political risk premia are constructed for Korea. One is 

based on external claims as derived from balance of payments 

statistics and another based on OECD external debt tables. The 

specific formulas which derive these series are described on pages 

32-33 of his paper and need not detain us here. 
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Dooley suggests that the expected sign for the political 

risk premium should be negative, that is, the higher the risk premium 

the lower the capital flight (a lower positive number). This may not 

necessarily be so. The expected sign could be negative or positive 

if, in the absence of a specific model, one considers the risk 

premium as the differential at which lenders provide just the right 

amount of capital flow desired by borrowers, given lenders· 

perception of default risk. Thus, if the risk premium rises because 

borrowers desire a capital inflow, then the expected sign would be 

positive. If the risk premium rises to stem an outflow to lenders, 

then the expected sign would be negative. Lastly, if the risk 

premium rises to prevent an outflow of capital, then there would be 

no correlation. In short, the e>:pected sign for the "political risk 

premium" \l'Jould be indeterminate. 

The second hypothesis, to the effect that errors and 

omissions reflect systematic statistical discrepancies in the trade 

account, is more difficult to state in testable form. We kno"'' that 

errors and omissions has been consistently negative and that this 

would follow if export accounting is biased upward and import 

accounting is biased downward. These biases may be inherent in the 

way adjustments are made on raw customs clearance trade data to 

calculate exports and imports for the balance of payments. The 

difficulty is that these biases are not observable. 

Chart 2 suggests a way by which systematic statistical 

discrepancies can be detected in errors and omissions. The y-a>:i s 

represents illustrative U.S. dollar values, while the x-axis 

represents observations. The CUSTOMS line indicates the value of 
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either exports or imports on a customs clearance basis. The TRUE BOP 

line represents the unobservable correct value of exports or imports 

on a balance of payments basis. The EXP BOP line and IMP BOP lines 

represent the observable balance of payments entries for exports and 

imports, respectively. The vertical difference BC represents the 

9verestimation of e>:ports in balance of payments data and the 

vertical difference CD represents the underestimation of imports. To 

put it another way, for negative errors and omissions to arise, the 

EXP BOP line must lie above and the IMP BOP line below the TRUE BOP 

line. The critical assumption made here is that BC could be 

systematically represented by AB and that, analogously, CD could be 

systematically represented by AD. By a systematic relationship I 

mean that the larger the observed difference between customs data and 

balance of payments data the larger would be the unobserved 

difference bet\1'1een balance of payments data and the "true" unbiased 

balance of payments figures. Following Dooley's convention of taking 

the absolute value of (negative} errors and omissions, the expected 

sign for export data differentials (DEXPO) would be positive whereas 

the expected sign for import data differentials <DIMP) would be 

negative. 

4. Test results 

parts. 

The regressions shown in Table 1 are divided in three 

Equations 1-6 tests the hypothesis that errors and omissions 

are related to capital flows. Equations 7-8 tests the hypothesis 

that errors and omissions are related to systematic statistical 

errors in the trade account. Equations 9-10 tests the joint 

hypothesis. Let us examine each group in turn. 
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Equations 1-6 replicates the regressions in Dooley (1986) 

with errors and omissions as the dependent variable in lieu of an 

estimated value of "capital flight." In Equation 1 and 4, the risk 

premia RPO and RPB are statistically significant (though with signs 

contrary to Dooley's expectation). Domestic inflation DLPK has the 

wrong sign and is not consistently statistically significant. 

Financial repression FR has the wrong sign also and is not 

statistically significant in both equations. 

An examination of the residuals dndicated that the 

regression would improve with the addition of a dummy variable 

associated with the sudden increase and maintenance of errors and 

omissions at a high level beginning in 1982. The dummy variable 

assumes the value of zero up to 1981 and one thereafter. In Equation 

2 and 5, both DLPK and FR have correct signs but only DLPK is 

statistically significant (Equation 2). With RPO and RPB again not 

statistically significant, Equations 3 and 6 reruns the regression 

li'li th out them. In these regressions, both DLPK and FR have the 

correct signs and are statistically significant. The use of a dummy 

variable which has no behavioral basis to obtain the correct signs 

and improve R2 is unsatisfactory. Nevertheless, the equations 

provide evidence that errors and omissions are partially associated 

with capital flows. 

Equations 7 and 8 support the hypothesis that errors and 

omissions are correlated, with the expected signs, to systematic 

statistical discrepancies in the trade account as proxied by the 

differences between customs and balance of payments data. Adjusted 
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R2 declines when the sample period is extended to include 1984 and 

1985, indicating that the specification could not adequately explain 

the continued high level of errors and omissions in those year. The 

use of a dummy variable <not shown) does not lead to more satisfying 

results. 

Equations 9 and 10 provide evidence that errors and 

omissions are associated with both capital flows and systematic 

errors in trade accounting. In both equa~ions, the coefficients for 

DLPK, FR, DEXP0, and DIMP are all statistically significant and have 

the expected signs. Moreover, adjusted R2 is reasonably high. 

Again, however, the fall of adjusted R2 when the sample period is 

extended to 1984 and 1985 indicates that the specification 

inadequately accounts for the continued high level of errors and 

omissions in those years. 

In considering DEXP0 and DIMP as independent variables, no 

expectation was made about the possible size of the coefficients. 

Nonetheless, the coefficients in equations 7-10, particularly 

Equations 9 and 10, intuitively appear to be on the high side. This 

factor and the apparent variability of the coefficients from one 

specification to the next suggest that further refinement would be 

required in the process of estimating systematic errors in trade 

accounting. 

- # -
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KOREA: TABLE 1. SELECTED REGRESSIONS ON ANNUAL DATA 

===--------------=============-=-----==============-=--=-------------------------------------------------------------------------------
Dependent 
Variable 

Sample 
Period 

Constant Independent 
Variable 

Independent 
Variable 

Independent 
Variable 

Independent 
Variable 

Adjusted 
R2 

D.W. 
Statistic 

=============================================================================================================================-========= 

1. EOB 1976-83 1.31 -3.58 DLPK -0,25 FR 0.18 RPO 0.50 2.35 
(4.53) H.64) (-0.17) !2.26)t 

2. EOB 1976-83 -0.24 4.64 DLPK 1.87 FR 0.01 RPO 1.17 DUN 0.91 2.67 
!CORCl (-0.82) (3.02)H (2.23) (0.19) (5,27)H 

3. EOB 1976-83 -0.28 4.81 DLPK 1.86 FR 1.20 DUN 0.94 2.68 
(CORCl (2.59)f: (4.74)H (2. 77)H (13.14)H 

4. EOB 1976-83 1.28 -6.71 DLPK -0. 77 FR 0.23 RPB 0.55 2.42 
(4,85)H (-3.02)H (-0.58) (2.50)f: 

5. EOB 1976-83 0.09 3.38 DLPK 1. 60 FR 0.04 RPB 1.06 DUN 0.94 2.69 
(CORCl (-0.24) (1. 15) l 1.68) (0.53) (3.68)H 

6. EOB 1976-83 -0.28 4.81 DLPK l.86 FR l. 20 DUN 0.94 2.69 
(CORCl (-2.59)1: (4.74)H (2,77)H ll3.14)H 

------- ------- ------- ------- ------- ------- ------- ------- -------
7. EOB 1976-83 0.34 0.93 DEXPO -0.29 DINP 0. 77 2.69 

(2.42)* (4.71)H (-1. 58) 

8. EOB 1975-85 0.53 0.64 DEXPO -0.41 DINP 0.60 1. 55 
(CORCl (2,85)H (2.85)H (-2.!llt 

------- ------- ------- ------- ------- ------- ------- ------- -------
9. EOB 1976-83 0.14 9.59 DLPK 4.55 FR 2.04 DEXPO -1.24 Dil1P 0.94 2.22 

(-0.88) (4,09)H (4,17)H (7.05)H (4.99)H 

10. EOB 1976-85 0.01 9.35 DLPK 4.39 FR 1.79 DEXPO -1. 30 DINP 0.69 1.83 
(0.02) (2.14)f: (2. 21 It (3.20)H (-3.07)H 

======================================================================================================================================= 
LEGEND: 

EOB Absolute value of (negative) errors and 01issions, in billions of U.S. dollars, BOK Monthly Bulletin. 
DLPK Difference in the logarith11 of the CPI !PKl index. 
PK Korean CPI index, annual average, IFS line 64. 
FR "Financial repression• = Log(l+(RUS/100)) - log(l+lRK/100)1 - loglEXCHl + log(EXCH(-lll. 
RUS U.S. 90-day Treasury bill rate, annual average, IFS line bOc, in percent. 
RK Rate on 3-month ti11e deposits in Korea banks, annual average, in percent, BOK Nonthly Bulletin. 
EXCH Won per U.S. dollar, end of period, IFS line ae. 
RPO "Political risk pre11iu11,• OECD external debt table basis, in percentage points. See Dooley (1986), p. 32-33. 

RPB "Political risk pre11iu11,• balance of payments table basis, in percentage points. See Dooley (198bl 1 pp. 32-33. 
DUH Du11y variable: zero froa 1976 to 1981 and l thereafter. 
DEXPO Exports (customs clearance basis) less exports (bop basis), in U.S. $billions, BOK Nonthly Bulletin. 
DINP Imports (customs clearance basis) less imports (bop basis!, in U.S. $billions, BOK Nonthly Bulletin. 
CORC Regression was corrected for autocorrelation using Cochrane-Orcutt 11ethod. 
* T-statistic in parenthesis indicates statistical significance at the 10 percent level. 
tf: T-statistic in parenthesis indicates statistical significance at the 5 percent level. 
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Korea: Table 2 • Data Base 

1975 o. 21 Ll-000 45. 20000 NA NA 1::: 
~i. 820000 484. 0000 

1976 0. 24~3;000 52. 10000 o. 142068 1 =-~,. 60000 LJ .• ·-190000 484. 0000 
1977 o. 0:::.,2000 ,::---... 

~i I " 40000 (i. 096880 14. 56000 c::-
,_i. 270000 484.0000 

1978 0. :~;1 ~3;000 6r.:.· ,_i. 70000 o. 1:35054 14. :~oooo 7. 220000 484. 0000 
1979 0. 328000 Tl. 70000 o. :l.6T757 :I. !:i. 00000 10. 04000 481+. 0000 
l9BO 0. ~5 :~;0000 100. 0000 0. 252~;1~; 18. 1 1000 1 1 .62000 65'-r. 9000 
1 '?Bl 0.410000 121 . 3000 0. 19~5097 14. B'.;:~000 14. 08000 700 .. 5000 
1982 1 . 301000 1 :::::o. 1000 0. 070036 10. 40000 10. 72000 748. 8000 
19ff5 0. 942300 134. 5000 0. 033'..261 7.600000 8. 620000 795. 5000 
19E34 0. 894400 1 ~.::-7. 6000 0. 022787 6. 000000 9. 570000 8'.;~7. 4000 
l 9B~-5 o. 81:30400 141 . 0000 0 .. 024409 6. 000000 7 . 490000 e<::.>o. 2000 
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Korea: Table 2. Data Base (conclude:i) 

obs FR RPO RPB DUM DEXPO DIMP 
=---------=-============-=========================================== 

1975 NA NA NA 0.000000 0.078000 0.600000 
1976 --0. 078818 -·3. :.:::00000 -1.700000 0.000000 --0. 099000 0. :370000 
l.977 --0. 084570 -::::; • 000000 -1.000000 0.000000 0.001000 0.288000 
1978 --0. 06306'? -::; • 500000 -0.200000 0.000000 0.000000 0.481000 
1979 -0. 044-088 -3.600000 0.200000 0.000000 0.351000 1.230000 
1980 -0. :::.,66520 -1.200000 1.900000 0.000000 0.291000 0.694000 
1981 -0.066172 -0. 100000 ~. 

.,;.;. . 100000 0.000000 0.583000 1.832000 
1982 -0. 06378:.::- -0. 100000 1. 100000 1. 000000 0.974000 0.778000 
198:::., -0.051064 -1.600000 -0.900000 1.000000 1.241000 1.225000 
1984 -0.006193 NA NA 1.000000 2 .910000 :.:;;. 260000 
1985 -0.059199 NA NA 1.000000 :.::: . B41000 4.675000 

--------============================================================ 
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1. PRELIMINARY NATIONAL INCOME ACCOUNTS FOR 1986 INDICATE A REAL GNP 
GROWTH RATE OF 12.5 PERCENT (COMPARED WITH THE FLASH ESTIMATE OF 12.2 
PERCENT AND THE 1985 RATE OF 5.4 PERCENT>. REFLECTING THE EASING OF 

'TRADED GOODS PRICES AND FAVORABLE AGRICULTURAL PERFORMANCE, THE GNP 
DEFLATOR DECLINED FROM 4.1 PERCENT IN 1985 TO 2.3 PERCENT IN 1986. 
BY INDUSTRY, THE ACCELERATION OF REAL GROWTH IN 1986 LARGELY REFLECTS 
fHE EXPANSION OF THE MANUFACTURING AND COMMERCE SECTORS. THE SHARE 
IN GDP OF THE MANUFACTURING SECTOR INCREASED FROM 30.7 PERCENT IN 
1985 TO 32.3 PERCENT IN 1986, LARGELY AT THE EXPENSE OF THE SHARE OF 
AGRICULTURE, WHICH DECLINED BY ONE PERCENTAGE POINT TO 13.3 PERCENT. 
IN RESPECT OF EXPENDITURE ON GDP, IT MAY BE NOTED THAT THE 
ACCELERATION IN THE GROWTH RATES OF CAPITAL FORMATION AND TRADE WAS 
ALSO ACCOMPANIED BY AN ACCELERATION IN THE GROWTH OF FINAL 
CONSUMPTION, BOTH PRIVATE AND PUBLIC. 

2. SUMMARY NATIONAL INCOME STATISTICS 

CURRENT PRICES 1980 

1 •;,as 

A. MAIN INDICATOR 
GNP 
GNP DEFLATOR 
MANUFACTURING 

AGRI, FORESTRY, 
FISHING 10,158.0 

COMMERCE 9,721.6 

B. EXPENDITURE ON GDP 
FINAL CONS. 52,019.2 

HOUSEHOLDS43,568.7 
PRIV. NON-PROFIT 

557.1 
GOVN~T 7,893.4 

GROSS CAPITAL FORM 

:=::3, :3::::~: 
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5(:,, ::::5:3. 5 
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:3, ::<84. 6 
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52,705.4 
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7,809.2 
7, 107.4 

:37, 191.6 
:31, 676. 3 

:;:7<). 1 
5, 145.2 

17,769. 1 

(IN BILLIONS WON> 

PRICES 

1986 PERCENT INCOME 

1986 

59, 28·7. :3 5.4 12.5 
4. 1 2. :3 

19,736.4 :::: . ::: 17.4 

8, 156.5 4. ::: 4.4 
8,209.0 5.8 15.5 

~=·~, c.:39. 5 5. 1 6.7 
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1. THE FOLLOWING ARE END-OF-MONTH FINANCIAL INDICATORS (CHANGES IN 
PERCENT): 

MONETARY SURVEY 

M2 
M2 PLUS CDf; 
NET DOMESTIC CREDIT 
PRIV. SECTOR CREDIT 

FINANCIAL SURVEY 

M:::: 
NET DOMESTIC CREDIT 

1986 

OCT NOV DEC 

1 ·=· ·-·. ·-=· ·-· 1,::, ·-·. :::: 18. 6 
1 :3. 6 18. ''ii 18.6 
1 .-, 

..: .. 5 1 :~:. 0 14. 4 
1 ·-=· ._,. 7 13. 6 15. 1 

25.6 25.8 25.6 
15.1 17.6 18.0 

1987 

,JAN 

;~1.::.:: 
2(>. 3 
12.7 
14.4 

27. 6 
17. :3 

FEB<P) 

1 ::: . ·? 
17.8 
11. :::: 
1:3. 8 

27.7 
17.2 

THE MODERATION IN THE GROWTH OF PRIVATE SECTOR CREDIT IN 

fv 
c-

FEBRUARY REFLECTS THE FURTHER TIGHTENING OF CREDIT POLICY, MAINLY IN 
RESPECT OF EXPORT FINANCING AND IMPORT USANCE BILLS. MONETARY POLICY 
CONTINUES TO BE GUIDED BY AN M2 TARGET RANGE OF 15-18 PERCENT. THE 
ACCELERATION IN M3 OWES MAINLY TO THE GROWTH OF DEPOSITS IN 
INVESTMENT TRUSTS AND SAVINGS COMPANIES, WHICH EARN HIGHER YIELDS 
THAN BANK TIME DEPOSITS OF SIMILAR MATURITIES. 

2. JANUARY FINAL 1987 (FIRST FIGURE> AND FEBRUARY PRELIMINARY 
1987 <SECOND FIGURE) FOR TABLE 1 AND 2 ON CURRENT EXCHANGE 
RATE BAf;IS. 

TABLE 1 

A. 1,256, 1,202, B. -:1.69, -206, Bl. 2,075, 2,075, B2. 
5, 5, B3. -, -, B4. 2,249, 2,286, 85. -, -, B6. -, -, 
C. 855, 838, Cl. 532, 503, :2. 595, 624, C3. 896, 912, 
C4. 1 , 587, 1 , 54:3, C5. - , ·-, C6. 1 90, 174, C7. -1 7, -5, 
c::3. 24, 57, c:·~,. 2, 55::::, 2, 51 :::: , c:•;1A. 1 , :3·~,5, 1. , ~=7c>, c:·:-,s. l. ., c,4,;,, 
1 , 031 , C9C. 114, 11 7, D. 686, 6:32, E. 570, 570. 

L TABLE 2 
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-
A. 42,137, 41,768, Al. 48,092, 48,266, A1A. 1,256, 1,202, 
A1B. 46,841, 47,064, A2. -5,780, -6,478, A2A. -753, .•• , 
A2B. -3, 47:3, ••. , A2C:. +:355, .•. , A2[t. 2,571, .•. , A2E. 
-3, 4l:, 1 , ••• , A2F. -1 , C> 1 '~, ••• , B. :35, 152, :35, 357, B 1 • :3:3, :35:3, 
33,992, 81A. 8,155, 8,492, BlA 1). 3,583, 3,286, BlA 2). -, 
-, B1A 3) 8,201, 9,844, BlA 4) 3,629, 4,638, B1B. 25,703, 
25,500, B2. 1,294, 1,365, C. -5,678, -4,953, Cl. 8,484, 
8,554, ClA. 3,771, 4,021, C1B. 4,713, 4,533, C2. 14,162, 
1:3,507, C2A. 1,914, 1,882, C2B. 12,24::::, 11,625, D. 1,487 
1,458. 

3. JANUARY FINAL 1987 <FIRST FIGURE), FEBRUARY PRELIMINARY 
1987 (SECOND FIGURE> ARE AS FOLLOWS: 

MONETARY SURVEY 

-5,678, -4,953, 8,484, 8,554, 14,162, 13,507, -1,487, -1,458, 
42,317, 41,768, 48,097, 48,266, 1,256, 1,202, 46,841, 47,064, 
-5,780, -6,498, 35,152, 35,357, 8,155, 8,492, 25,703, 25,500, 
1 , 294, 1 , 365, :3. 4, 10. 4, 2. 9, 3. 3, 9. 0, 4. 1 , 18. 6, 16. :3, 
-1.6, -2.7, 20.2, 19.0, -9.6, -12.2, +20.3, +17.8, 6.6, 3.1, 
14.4, 1::::.8. 

FINANCIAL SURVEY 

-12,674, -11,976, 8,636, 8,703, 21,310, 20,679, 88,970, 90,501, 
-1,762, -1,745, 570, 570, 90,162, 91,6676, 68,026, 

//////////////// 91,676, 8 
6 ,026, 

69,497, 
::::,155, ::::,4';°12, 25,7<):3, 25,50(>, 1,(>45, 1,1:::::;:, ::::4,465, ::::5,754, 
( 1 , 342) , ( 1 7 :382) , 8, 270, 9, 02:3, 1 , 98::::, 2, 441 , - , - 7 6, 287, 
6,587, 27.6, 27.7. 

NBF I :3 SURVEY 

-7,226, -7,251, 152, 149, 7,738, 7,400, 42,465, 43,962, -2,448, 
-2,377, -, -, 44,913, 46,339, 34,465, 35,754, -, -, -, -, 
-, -, 34,465, 35,754, -, -, 774, 957, 1,983, 2,441, -, -, 
-1,209, -1,484. 
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1. ON A CUSTOMS CLEARANCE BASIS, EXPORT GROWTH DECELERATED FROM 37 
PERCENT IN JANUARY 1987 TO 25 PERCENT IN FEBRUARY, A PROCESS EXPECTED 
TO CONTINUE AS THE 1986 BASE TAKES INTO•GREATER ACCOUNT THE EXPORT 
BOOM LAST YEAR. MOREOVER, IMPORT GROWTH SHIFTED TO A POSITIVE RATE. 
AS A RESULT, THE TRADE BALANCE AMOUNTED TO ONLY USD110 MILLION, THE 
LOWEST MONTHLY TRADE SURPLUS RECORDED SINCE MAY 1986. 

2. CONTRACT PRICES FOR OIL IMPORTS ROSE BY 18 PERCENT IN FEBRUARY. 
ITS IMPACT ON IMPORT COSTS WILL BE APPARENT IN ABOUT 2-3 MONTHS. 
HOWEVER, NO DIRECT EFFECT ON DOMESTIC OIL PRICES IS ANTICIPATED UNDER 
CURRENT ENERGY POLICY. INCREASES WHICH RAISE THE OIL IMPORT PRICE UP 
TO USD 18 PER BARREL WILL BE ABSORBED BY THE VARIABLE IMPORT LEVY. 
THIS LEVY CURRENTLY AMOUNTS TO USD 8.69 PER BARREL AND COULD BE 
REDUCED TO THE POLICY MINIMUM OF 50 US CENTS PER BARREL. FURTHER 
INCREASES WHICH RAISE THE PRICE TO USD 21 PER BARREL WILL BE 
ABSORBED THROUGH REDUCTIONS IN THE TARIFF, WHICH CURRENTLY STANDS AT 
24.5 PERCENT. FURTHER INCREASES WHICH RAISE THE PRICE BEYOND USD 21 P 
ER 
BARREL WILL LEAD TO SUBSIDIES FROM THE RESERVES OF THE PETROLEUM 
BUSINESS FUND AND OTHER UNSPECIFIED MEASURES. 

3. LATEST TRADE AND PRICE STATISTICS: 

FEBRUARY 

1986 1987 

TRADE: (CUSTOMS CLEARANCE BASIS> 

EXPORTS, FOB 
IMPORTr:::, CIF 
TRADE BALANCE 

TRADE DOCUMENTS: 

2, 3(> 1. 2 
2,565.4 

-264.2 

2, :37<). :3 
2, 71:.,(1. 7 

110. 1 

PERCENT 
GROTH 

24. ::: 
7.6 

,JAN-FEBRUARY 

4, :340. :3 5,7(>2.2 
5,(>12.2 5,067. 1 
-671.4 6:35. 1 

LETTER OF CREDIT 
IMPORT LICENSES 

1,916.3 2,660.2 38.8 3,557.9 4,951.6 
2,020.6 2,218.6 9.8 4,106.9 4,277.6 

PRICE INDICES (+) 

EXPORT 
IMPORT 
(MINERAL FUEL==;) 

';°15. 7 
:36. 4 
79. 9 

100. 4 
81 . 1 
5s-,. 9 

4. ·~, •;,5. 4 ';I';/ • 9 
-6. 1 ::::::. (> 79. c:-._, 
-25.0 .-,c: ·=··-·. 1 c:-c:-·-'·-· . .-. . ,:, 

PERCENT 
GROTH 

:31. 4 
1. 1 

3';1 • 2 
4 ·, . ..:.. 

4.7 
-·;,. 7 
-::-::5. (I 
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CPI 
WPI 

14:3. :3 
127.9 

145. :3 1.0 
124. f: -2. 4 12E:. 7 

+ JANUARY-FEBRUARY FIGURES ARE TWO- MONTH AVERAGES. 

145.2 
124.7 

1. 1 

4. EXCHANGE RATES PER USD FOR FEBURARY 1987 WERE: W 854.B<END> AND 
W 856.3 (AVERAGE). END-MONTH FIGURE REPRESENTS AN APPRECIATION PER 
USD OF 0.3 PERCENT OVER JANUARY 1987 AND 0.8 PERCENT OVER DECEMBER 
1 '?86. 
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THIS TELEX REPORTS ON THE FINANCIAL PER~ORMANCE 
OF THE PUBLIC 
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SECTOR IN THE FIRST THREE QUARTERS OF 1986 AND PRESENTS THE 1987 
BUDGET IN THE IMF FORMAT. 

1. WHILE BOTH THE CENTRAL GOVERNMENT (CG) AND THE CONSOLIDATED 
PUBLIC SECTOR (CPS) HAS USUALLY INCURRED DEFICITS DURING THE FISCAL 
YEAR (WHICH CON 

U-!"'-j 
t ~ I -
rn 

XXX COINCIDES WITH THE CALENDAR YEAR>, THE PRONOUNCED 
SEASONALITY OF EXPENDITURES PARTICULARLY IN RESPECT OF THE GRAIN 
MANAGEMENT FUND USUALLY LEADS BOTH TO INCUR SURPLUSES UP TO THE FIRST 
THREE QUARTERS OF THE YEAR. IN Q1-Q3 1986, THE RATIO OF THE SURPLUS 
TO GNP INCREASED BY 0.8 PERCENTAGEP 

X POINT IN THE CASE OF THE CG AND 
BY 
0.5 PERCENTAGE POINT IN THE CASE OF CPS. THE ABSOLUTE REDUCTION IN 
NET LENDING IN BOTH ACCOUNTS LARGELY REFLECT DECREASES IN THE NET 
LENDING OF THE NATIONAL HOUSING FUND AND THE NATIONAL INVESTMENT 
FUND. ALSO NOTEWORTHY IS THE DISTRIBUTION OF THE HIGHER CPS SURPLUS 
IN TERMS OF TYPES OF FINANCING. THE IMPROVED SURPLUS RESULTED MAINLY 
IN THE RETIREMENT OF INDEBTEDNESS TO BANKS, THOUGH IT ALSO PROVIDED 
AN OPPORTUNITY TO REDUCE RECOURSE TO FOREIGN FINANCING. FIGURES ON 
THE OUTTURN FOR 1986 AS A WHOLE WOULD BE AVAILABLE AROUND EARLY 
APRIL. 

2. THE 1987 BUDGET IS PROJECTED TO BE CLOSER TO BALANCE THAN THE 
1986 BUDGET. THE RATIOS OF THE DEFICIT TO GNP FOR BOTH THE CG AND 
CPS ARE EXPECTED TO BE AROUND 1.4 PERCENT, 0.4-0.5 PERCENTAGE POINT 
LOWER THAN IN THE 1986 BUDGET. THE RATIOS OF EXPENDITURE AND NET 
LENDING TO GNP ARE PROJECTED TO DECLINE DESPITE EXPENDITURE 
INCREASES ASSOCIATED WITH AN ELECTION YEAR AND AN EXPANDED WELFARE 
PROGRAM, AND DESPITE NET LENDING INCREASES ASSOCIATED PARTLY WITH THE 
ESTABLISHMENT OF THE ECONOMIC COOPERATION DEVELOPMENT FUND <TO 
FINANCE PROJECTS IN DEVELOPING COUNTRIES> AND THE AGRICULTURAL AND 
FISHERIES DISTRICTS DEVELOPMENT FUND. 

3. OPERATIONS OF THE CENTRAL GOVERNMENT AND PUBLIC SECTOR 
1985 1986 1987 JAN-SEPT<ACTUA 

L) 
ACTUAL BUDGET BUDGET 
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CENTRAL GOV··· T 
REVENUE 

11,904.9 
EXPENDITURE 

11, 182. :3 
OF WHICH:NET LENDING 

BALANCE 

14,867 

19E:5 
<IN BILLIONS OF WON> 

15, 45f: 17,323.0 10,552.2 

16,986 18,602.9 10,322.0 

(1,530) (1,671) (1,772.0)(857.1) (627.0) 
-945 -1,528 -1,279.9 230.2 2 

722.1:., 

NET FINANCIAL TRANSACTIONS 
B/W CENTRAL oov···T AND 

THE PUBLIC FUNDS 2~:2 21 -20.9 448.4 :32•~1 • :3 

CONS. PUBLIC SECTOR 
REVENUE 14,505 15,774 17,356.7 11,910.5 

14, :337. 0 
EXPENDITURE 

15,218 17, 2:=:1 18,657.5 
11,231.9 

13,285.1 
OF WHICH:NET LENDING < 1, 44~: > (1,562) (1,714.2) (792.3) < 5E:I:.,. 2 

BALANCE -71:3 -1,507 -1,300.8 678.6 1,051.9 

FINANCING 71:3 1,507 1,300. :3 -678.6 
-1, 051. 9 

DOMESTIC 273 1,211 1,284. :3 -:::81. 2 
-1,136.5 

BANK C 40 > (562) (424.5) 
(-661.5)(-1,067.4) 

NON BANK (233) (649) (860.3) (-219.7) 
(-69.1) 

FOREIGN 440 296 16.0 202.6 :34. 6 

MEMO ITEM 
---------
GNP NOMINAL 66,408 72, :::5(> :::2, E:15. 7 4';1, (:,2:3. :::: 
56,440.2 

RATION 
s TO GNP <IN PERCENT> 

CENTRAL GOV ·'T 
EXP. AND NET LENDING 20.4 20.5 20. 1 2(>. ::: 1 '7. :::: 
REVENUE 19. 1 18.6 18.7 21. :3 21.1 
DEFICIT -1. :::: -1.9 -1.4 0.5 1 . :::~ 

CONS. PUBLIC !3ECTOR 
EXP.AND NET LENDING 2(>. •;J 20.9 2(>. 2 22.1:., 22:. 5 
REVENUE 19.9 19. 1 1:3. :3 24.0 25.5 

4 

/4 
DEFICIT -1.0 -1. :3 -1.4 1'.4 1 ·=, ... 
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THE FOLLOWING IS A SUMMARY OF REVISIONS IN THE FOREIGN INVESTMENT 
LAW PROPOSED BY THE MOF. THE PURPOSE OF THESE PROPOSED REVISIONS IS 
TO MAKE FURTHER PROGRESS TOWARDS PUTTING FOREIGN AND DOMESTIC 
INVESTORS ON THE SAME COMPETITIVE BASIS. THESE PROPOSALS COME AT THE 
HEELS OF THE FURTHER OPENING OF THE MANUFACTURING SECTOR TO FOREIGN 
INVESTMENT. EFFECTIVE JANUARY 1, 1987, 27 ADDITIONAL SECTORS WERE 
OPENED TO FOREIGN INVESTMENT, LEAVING CLOSED ONLY 12 OUT OF 522 
MANUFACTURING SECTORS UNDER THE KOREAN STANDARD INDUSTRIAL 
CLASSIFICATION (FURTHER DETAILS IN MY JANUARY 30 TELEX TO YOU). 

1. PROJECTS WHICH IMPROVE THE BALANCE OF PAYMENTS. 

A. PROGJECTS WHICH MEET THE OBLIGATORY EXPORT RATIO. TO BE 
ELIGIBLE FOR EXEMPTION FOR FIVE YEARS FROM CORPORATE INCOME TAX AND 
DIVIDENDS TAX, THE RATIO OF EXPORTS TO TOTAL TURNOVER WOULD NEED TO 
BE GREATER THAN OR EQUAL TO 50 PERCENT (VERSUS 30 PERCENT AT 
PRESENT> PLUS THE RATIO OF IMPORTED RAW MATERIALS COST TO TOTAL 
TURNOVER. 

B. PROJECTS WHICH HAVE AN IMPORT-SUBSTITUTION EFFECT. 
THESE PROJECTS ARE DEFINED AS THOSE WHERE ITEMS PRODUCED ARE 
IMPORTABLE WITH AUTOMATIC APPROVAL, WHERE DOMESTIC PRODUCTION 
ACCOUNTS FOR 30 PERCENT OR LESS OF TOTAL CONSUMPTION, AND WHERE THE 
RATIO OF IMPORTED RAW MATERIALS COST TO TOTAL TURNOVER IS 30 PERCENT 
OR LESS. THESE PROJECTS WOULD NO LONGER BE ELIGIBLE FOR FIVE YEAR 
EXEMPTIONS FROM CORPORATE INCOME TAX AND DIVIDENDS TAX. CAPITAL 
IMPORTS FOR THESE PROJECTS WOULD NO LONGER ENJOY EXEMPTIONS FROM 
CUSTOMS DUTIES. 

2. PROJECTS ACCOMPANIED BY ADVANCED TECHNOLOGY. THESE PROJECTS 
WOULD NO LONGER BE ELIGIBLE FOR FIVE YEAR EXEMPTIONS FROM CORPORATE 
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r 
I 

INCOME TAX AND DIVIDENDS TAX UNLESS THEY ARE IN THE 
VENTURES WITH DOMESTIC COMPANIES, A REQUIREMENT NOT 
PRESENT LAW. 

m ~ ~ 
* * 
~ ~ 
0 ~ 

FORM OF ._10 I NT ~-4R~ i 
EXISTING UNDER 

3. PROJECTS ACCOMPANIED BY LARGE AMOUNTS OF CAPITAL. 

A. FOREIGN INVESTMENTS OF USD5 MILLION OR MORE IN TOURIST 
HOTELS WOULD NO LONGER BE ELIGIBLE FOR FIVE YEAR EXEMPTIONS FROM 
CORPORATE INCOME TAX AND DIVIDEND TAX. CAPITAL GOODS IMPORTS FOR 
THESE PRO._!ECTS WOULD NO LONGER ENJOY EXEMPTION FROM CUSTOMS DUTIES. 

B. PRO._IECTS INVOLVING FOREIGN INVESTMENTS OF USD10 MILLION OR 
MORE AT ONE TIME AND PRODUCES GOODS SUBdECT TO AUTOMATIC IMPORT 
APPROVAL AND TO TARIFFS OF 10 PERCENT OR LESS WOULD NO LONGER EN._!OY 
EXEMPTIONS FROM CORPORATE INCOME TAX, DIVIDENDS TAX, AND CUSTOMS 
DUTIES ON CAPITAL IMPORTS. ' 

4. PARTLY FOR REGIONAL DEVELOP E 
MENT PURPOSES, FOREIGN INVESTED 

PRO._IECTS IN SEOUL METROPOLITAN AREA, TAEGU, AND PUSAN CKOREA~S MA._IOR 
CITIES> WOULD NO LONGER ENJOY FIVE-YEAR EXEMPTIONS FROM LOCAL TAXES, 
SUCH AS PROPERTY AND ACQUISITION TAXES. 

5. FOREIGN INVESTED PROJECTS THAT ARE ELIGIBLE FOR EXEMPTIONS 
FROM TAXES, SUCH AS CORPORATE INCOME TAX AND DIVIDENDS TAX, WOULD BE 
ELIGIBLE TO RECEIVE 70 PERCENT EXEMPTION FROM CUSTOMS DUTIES ON 
CAPITAL IMPORTS (VERSUS 100 PERCENT FOR THE MANUFACTURING SECTOR AND 
THE TOURIST HOTEL SECTOR AT PRESENT). 

6. TO SIMPLIFY APPROVAL PROCEDURES, FOREIGN INVESTMENTS OF USO 3 
MILLION OR LESS WILL BE APPROVED AUTOMATICALLY (INSTEAD OF USD 1 
MILLION OR LEE 

SS AT PRESENT>, PROVIDED THAT SUCH INVESTMENTS DO NOT 

J 
N 
C 
0 
M 
I 
N 
G 

C 
A 
B 
L 
E 
I EXCEED 50 PERCENT OF TOTAL EQUITY. MOREOVER, THE LAPSE OF TIME FOR 

AUTOMATIC APPROVAL WILL BE REDUCED FROM THE PRESENT 30 DAY:3 TO 10 DAYS. T 
7. COMPANIES LISTED IN THE KOREA STOCK EXCHANGE AND WITH FOREIGN 
INVESTMENT AMOUNTING TO LESS THAN 20 PERCENT OF EQUITY WOULD BE 
A~LE TO EXPAND THEIR BUSINESS LINES WITHOUT THE PRIOR APPROVAL FROM 
THE GOVERNMENT REQUIRED AT PRESENT. ONLY A REPORT TO THE GOVERNMENT 
WOULD BE NEEDED. 
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tc 
~ 

V 

ITERIA FOR DECEMBER 1986 WERE ALL FULFILLED AS 
FOLLOWS: 

NET DOMESTIC ASSETS OF THE BANKING 
SYSTEM 

NET CREDIT TO THE PUBLIC SECTOR FROM 
THE BANKING SYSTEM 

DISB ■- EXE 
TERNAL DEBT <EXC. FUND CREDIT) 

OUTSTANDING SHORT-TERM DEBT 

CEILING ACTUAL 
<IN BILLIONS OF WON) 
46,400 42, :366 

2,313 2, (>37 

<IN MILLIONS OF US DOLLARS> 

45,940 40, 9:32 

10,530 

2. THE FOLLOWING ARE ELEMENTS IN THE CALCULATION OF NDA FOR DECEMBER 
1 ·;,:36: 

A. EXCHANGE RATES FOR OCTOBER 1985 <PER USD 1>: JAPANESE YEN 
(212.4): DM (2.6323): SWISS FRANCS (2.157): POUND STERLING <0.6974): 
FRENCH FRANCS (8.0257): SAUDI RIYAL (3.651): AND SDR C.93314). 

B. NONDMB SWAPS IN ORIGN 
INAL CURRENCIES <IN MILLIONS): USD (941): 

JAPANESE YEN (115,000): DM (200): AND SWISS FRANCS (50). 

C. FOREIGN ASSETS AND LIABILITIES OF BANKING SYSTEM IN ORIGN 
INAL 

CURRENCIES <IN MILLIONS): 
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GOLD (USD) 
USD 
,JAPANESE YEN 
DM 
SWISS FRANCS 

POUND STG 
FRENCH FRANCS 
SAUDI RIYAL 

SDR 
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Rev: @lIM/6.02518 
MICRONET 
MICR2793 SRCA0892 
RCAINB 
.RCASAF 
.SUBDTG: 03030058 

Line: 6 

. SUBSEQ: I MF08'?2 

.SUBAAB: MIOFFI K23243 
• TEXT: 
248331 IMF UR 
MIOFFI 1<23243 

TO: MR. KUNIO SAI 0 
SAI 
XXX ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

r 

RECEIVE 
IMF CABLE ROO, 

757 338 1987 M R - v ,;, 8: 4 8 
} I 

C-C--/ .../,)-,,,,...) 

TO ASSIST IN PLANNING FOR APPOINTMENTS, MOF WOULD HIGHLY 
APPRECIATE KNOWING WHO WOULD BE THE LIKELY FUND DELEGATES TO MEETINGS 
OF INTERAMERICAN DEVELOPMENT BANK <MIAMI, MARCH 23> AND ASIAN 
DEVELOPMENT BANK (PS 

REGARDS 

BABAN 

248331 IMF UR 6880 

MIOFFI 1<23243 

=0~:030100 

XX OSAKA, APRIL 27). 

Time: 01:11 03/03/87 ??? 
Connect Time 20 seconds 

r-- J-
CW") :z: 
g w 

l:: 
J - f-:E 

-cC a: 

M w I a a:: 
<C 
:e::: 
r-- en 
S!1 
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Rev: @lIM/6.01827 
MICRONET 
MICR2423 SMCA4872 
MCI INB 

Line: 6 cr✓.s~S; 
~,<\R~i 

.MCISAF 
RECEIVED 

IMF CABLE RO ·1 
.SUBDTG: 
.SUBSEQ: 
. S:UBAAB: 
.TEXT: 

02270144 
BFMI0376 

1987 FEB 27 A IQ: 33 

ASI AN EP , f ft'e g B .1 87 FEB 7 ;• 8· I l i 
MIOFFI 1<23243 

MESSRS. SAITO AND WILLIAMS 
ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

ORIG: 

CC : 

AS D 

ETRD 

1. THE PERFORMANCE CRITERIA FOR DECEMBER 1986 WERE ALL FULFILLED AS 
FOLLOWS: 

CEILING ACTUAL 
<IN BILLIONS OF WON> 

NET DOMESTIC ASSETS OF THE BANKING 
SYSTEM 

46,400 42,366 

NET CREDIT TO THE PUBLIC SECTOR FROM 
THE BANl<ING SYSTEM 

2,313 2,037 

<IN MILLIONS OF US DOLLARS> 
DISB. EXTERNAL DEBT <EXC. FUND CREDIT> 45,940 40,932 
OUTSTANDING SHORT-TERM DEBT 10,530 9,256 

2. THE FOLLOWING ARE ELEMENTS IN THE CALCULATION OF NDA FOR DECEMBER 
1986: 

A. EXCHANGE RATES FOR OCTOBER 1985 <PER USD 1): JAPANESE YEN 
(212.4): OM <2.6323): SWISS FRANCS (2.157): POUND STERLING (0.6974): 
FRENCH FRANCS (8.0257): SAUDI RIYAL (3.651): AND SOR (.93314). 

B. NONDMB SWAPS IN ORIGINAL CURRENCIES (IN MILLIONS>: USO (941): 
JAPANESE YEN (115,000): DM (200): AND SWISS FRANCS (50). 

C. FOREIGN ASSETS AND LIABILITIES OF BANKING SYSTEM IN ORIGINAL 
CURRENCIES <IN MILLIONS>: 

GOLD (USD) 
USD 
,JAPANESE YEN 
DM 
SWISS FRANCS 
BOUND STG 
FRENCH FRANCS 
SAUDI RIYAL 
SOR 

REGARDS 

BABAN 

MIOFFI 1<2324::: 

=02270141 

ASSETS LIABILITIES 
13.4 0 

7,497.5 12,109.7 
136,773.2 227,720.8 

806.6 228.6 
42.9 849.1 

146.5 147.6 
248.2 141.9 

16.9 13.1 
15.3 1,266.2 
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Rev: @lIM/6.01522 Line: 6 
MICRONET 
MICR2265 SRCA0687 
RCAINB 
.RCASAF 
.SUBDTG: 02260244 
.SUBSEQ: IMF0687 
.SUBAAB: MIOFFI K23243 
.TEXT: 
248~::31 I MF UR 
MI OFF I K2324:::: 

TO: MR. HUBERT NEISS 
DEPUTY [I I RECTOR 
ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 

756685 

RECEIVED 
IMF CABLE Rom 

~ f 87 FEB 2 ~. l 7: 02 

YOUR FEBRUARY 5 MEMO ON THE WORK PROGRAM OF ASD RESIDENT 
REPRESENTATIVES WAS RECEIVED ONLY TODAY: MATERIAL REQUESTED WILL BE 
MAILED TOMORROW, FEBRUARY 27. REGARDS 

BABAN 

248331 IMF UR 6690 

MI OFF I K2:324:3 

=02260245 )> u3 
en o::> - ....., 

Time: 02:51 02/26/87 ??? )> ...,, 
C,:,nne,:t Time : 16 seconds rri 

C0 
Cl 

N "1 
-,:J en 
)> 
:::0 :,;,-
-I ::ic 

:t ~ ,.,, 
X (.fl 

-i ex, 
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Rev: @lIM/6.01344 Line: 6 

MICRONET 

MICR2171 RTV0925 
VMSA DISPLAYED MESSAGE 
IN: SMCA 2516 02130313 
SECJ8386 SMCA2516 
MCIINB 
. MCI:3AF 
02151445 

.SUBDTG: 02130316 

.SUBSEQ: BFMI0335 

.SUBAAB: MIOFFI K23243 

.TEXT: 

TO: SAITO AND WILLIAMS 
ASIAN DEPT 
INTERFUND 
WASHINGTON DC 20431 

L ,z_g 
R CE.\ D 

\~f c~B\ . .t. RG 
·~ \\: 23 

,~~1 ft 2 .. 

V ORIG: ASD 

CC: ETR 

-ri 
rn a:, 

N 
(J1 

-;:, 

~ 
(,µ -

. ' .. -. , 
~ 
I t 

=> 

1. THE FOLLOWING ARE END-OF-MONTH FINANCIAL INDICATORS 
<PERCENTAGE CHANGE): 

:::;EPT 
MONETARY SURVEY 
---------------
M2 16. 1 
M2 PLUS CDS 16. 1 
)5 55)5 c::-

·-· ???66 1 ::: • ';/ 
1 :=:. I.:, 2(). :;: 

NET D8 MESTIC CREDIT 11.9 
14.4 1 ·::, c, -. , 

PRIV. SECTOR CREDIT 1:3. 2 

FINANCIAL SURVEY 

24.0 
27.5 

NET DOMESTIC CREDIT 17.0 

2. THE LEVELS OF M2 AND OF 
EQUAL TO THOSE RECORDED IN 
OF THESE INDICATORS APPEAR 
ATED BECAUSE THE 

OCT NOV DEC ,JAN 

1E:. :::: 18. :::: 1==:. (:., 
1:=:. 3 

(:.~: c:--, 
._1 • .:, 

12.5 1:;:.(> 

13.7 13.6 15. 1 14.4 

25. t:., 25. :::=25. 6 

15.1 17.6 18.0 17.0 

M2 PLUS CDS IN JANUARY 1987 ARE VIRTUALLY 
THE PREVIOUS MONTH. HOWEVER, THE GROWTH 
TO HAVE ACCELER 

CORRESPONDING FIGURES IN JANUARY 1986 DECLINED I N ABSOLUTE TERMS. 
NEVERTHELESS, IN VIEW OF THE APPARENT TENDENCY OF M2 TO INCREASE AT A 
RATE EXCEEDING THE OFFIC~AL 1987 TARGET RANGE OF 15-18 

PERCENT, THE 
GOVERNMENT HAS DECIDED TO TIGHTEN CREDIT POLICY FURTHER BY REDUCING 
THE AMOUNT OF WON EXPORT FINANCING PER US DOLLAR OF EXPORTS. 
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-
3. LENDING RATES FOR EXPORT FINANCING <IN WON PER USD) 

PREVIOUS FEBRUARY 13 

LARGE CO. SMALL CO. LARGE CO. SMALL CO. 

LOANS FOR PRODUCTION EXPENSES 690 710 650 680 
LOANS FR IMPORTS OF RAW 450 530 430 520 

MATERIALS FOR REEXPORT 
LOANS FOR PURCHASE OF RAW MATERIALS 

760 780 720 750 
LOANS FOR IMPORTS OF FINISHED GOODS 

570 5W 550 580 
COMPREHENSIVE LOANS 
0 680 

AVERAGE 670 700 645 680 

(NOTE: &SMALL COMPANIES& ARE DEFINED AS
0

THOSE WITH EMPLOYEES 
NUMBERING 300 OR LESS. &COMPREHENSIVE LOANS& ARE DEFINED AS LOANS 
EXTENDED TO TRADING COMPANIES HANDLING LESS THAN USO 700,000 WORTH OF 
EXPORTS ANNUALLY. THE AMOUNT OF EXPORT FINANCING FOR THESE COMPANIES 
JUST EQUALS THE AVERAGE AND DOES VARY WITH PURPOSE) 

4. EARLIER, ON FEBRUARY 11, THE BANK OF KOREA RAISED THE CEILING ON 
CDS ISSUED BY BANKS FROM 1.4 TRILLION WON TO 2 TRILLION. THE LEVEL 
OF BANK CDS OUTSTANDING AS OF THE END OF JANUARY 1987 WAS 1.296 
TRILLION AND THE INCREASE IN THE CEILING WAS INTENDED MAINLY TO 
PROVIDE THE BANKS WITH SOME ROOM FOR MANUEVER IN REMAINING 
COMPETITIVE VIS-A-VIS NONBANKS IN THE CD MARKET. 

REGARDS 

BABAN 

MIOFFI K23243 

=02251034 

Time: 10:42 02/25/87 ??? 
Connect Time : 110 seconds 
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Rev: @lIM/6.01154 Line: 6 
MICRONET 
MICR2067 SRCA0617 
RCAINB 
.RCASAF 
.SUBDTG: 02242121 
.SUBSEQ: IMF0617 
.SUBAAB: MIOFFI K23243 
• TEXT: 
24::::::::~: 1 I MF UR 
MI OFF I K2324~: 

TO: MR. KUNIO SAITO 

xxxx 
A:::;IAN DET 

PT 
INTERFUND 
WSH DC 204'.31 

756445 

ORIG: ~ 

CC: ETR 

-~ s3 ::0 <P - ,, 
J;I" -n - ~ ,..) 
---0 "' o·" ~ 
rt*, cJ1 

l • . .... .. ~ 
---0 .. 
y • --·-
::0 ~ 1 l 1 
-\ 

c:5 0 ::t .. 
f11 C> -r. N ~ 

FOLLOWING ARE DETAILED BOP ACCOUNTS FOR JANUARY, 1987 <PREL>. 

JANUARY, 1987 (PREL> 

- CREDIT DEBIT NET 

Yl 2, ::::31 2, 27:=: c:-:c--, 
._1 ._1 • .:, 

Y2 
672 677 - 5 

y ·:. ._. 
Y4 ,;,:::: 19 74 
Y5 (:.22 
Yb 21:.,1:., 
Y7 172 117 55 
Y:::: 67 :;:1:., :31 
Y9 105 ::::1 

24 
2 

YlO :37 :37 
Yll 7~3 •:.12 -19 
Y12 /-9 .:- .. ·~2 -2::-:: 
Y13 4 4 
Y14 12 120 - 10:3 
Y15 c:: --, 

._1 • .:, 

Y16 2 -2 
Y17 
Y18 1 -1 
Y19 19 14 5 
Y20 
Y21 260 260 
Y22 1:3 -13 
y~,r;. ..;_._. 1, 172 1, 157 15 
Y24 1, 1 c:---:, ·-•..:.. 1, 131 

21 
y•-,C:-

L ·-' 20 2(:, - 6 
Y26 l '":-1:::: - 151:::: 

Y27 705 
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f 

Y28 
Y29 

Y30 

Y31 
Y32 

Y34 
Y35 
Y36 
Y37 
Y38 
Y39 
Y40 
Y41 

Y42 

Y43 
Y44 
Y45 

REGARDS 

BPDAN 

140 

22 

I 
1 

248331 IMF UR 6621 

MIOFFI K23243 

=02242132 

Time: 21:39 02/24/87 ??? 

33 

~c~ 
~JJ 

- 705 

- 216 

~cc ~~c ~JJ - ~JJ 

140 
- 489 
-263 

- 32 
-149 - 149 

- 53 
-30 

343 - 343 

323 

230 -229 
8,901 
8,310 

591 

Connect Time : 84 seconds 
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Rev: @1IMl6.01155 Line: 6 RECEIVED 
IMF CABLE RO MICRONETMICRONET 

MICR2068 SRCA0618 
RCAINB 

756446 rJ 1987 FEB 2 1 
1

1 9· 59 
.RCASAF 
.SUBDTG: 02242109 
. :3UB:3EG!: I MF0618 
.SUBAAB: MIOFFI K23243 
.TEXT: 
24::::;::;: 1 I MF UR 
MI OFF I ~::2:324'.:: 

T 
MESSES. SAITO AND WILLIAMS 
A:3 I AN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

L ORIG: ASD 

CC: ETR 

1. EXTERNAL DEBT STATISTICS ON A CONSTANT EXCHANGE RATE 
I D 

CC.! 

> 
CJ) 

):> ...,, 

:x ~ 

N !CATE FULFILLMENT OF QUANTITATIVE CEILINGS FOR DECEMBER 1986. 
OUTSTANDING DISBURSED DEBT OF ALL MATURITIES EXCLUDING IMF CREDIT WAS 
USD 40,932 MILLION <VERSUS A CEILING OF USD 45,940 MILLION), WHILE 
OUTSTANDING SHORT- TERM DEBT WAS USD 9,256 MILLION <VERSUS A CEILING 
OF USD 1 O, 5::::o ) • 

2. EXTERNAL DEBT ON A CURRENT EXCHANGE RATE BASIS INCREASED 
NEGLIGIBLY IN JANUARY 1987 OVER THE DECEMBER 1986 LEVEL. HOWEVER, 
OUTSTANDING LONG-TERM BANK LOANS AND SHORT- TERM REFINANCING 
COUNTINUED 
TO DECLINE. THE RATIO OF SHORT-TERM DEBT TO THE TOTAL <EXCLUDING 
FUND CREDIT> REMAINED AT 21.5 PERCEM 

NT. 

3. THE FOLLOWING ARE LATEST EXTERNAL DEBT FIGURES <IN MILLIONS OF US 
DOLLAR:::;) 

A 
Al 

R 
4 

Ill 
A4 
A5 
A6 
A7 
B 

DECEMBER 1 9;::6 

CONSTANT 

31,072 

11,119 

::::, 411 

:~:, (>1:.,2 
1 , 678 
1 , 24:'.:! 

277 
1, 847 

CURRENT<REV} 

3:3, 407 

11,250 
5, :3:36 
9,199 

.-. 

..:,, l ,s22 
1 , C,7::: 
1,545 

277 
1 ,847 

,JANUARY 1 987 

CURRENT<PREL.) 

:3:3, 415 

11,2::::1 
5,860 
9 , 075 

.-. .:., , 701 
1 , t,7:3 
1 ,573 

247 
2,0::::0 
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• 

Bl 1 , 21 :3 
B.-, 

.:.. 634 

C ':1, 256 
Cl 

2,445 
r ··-, _ . ..::, 498 
.----:, _ .. _, -, 

4, 066 
C:4 

22:::: 
C:5 2, 105 
C6 1 , 919 
[I 42, 175 
E 40, ':,1::::2 

MO 
E 

MEMO !TELS: 

GROTH OF ITEM E - 7.3 
(12 MONTHS PERCDN 

ET> 
C/E <PERCENT) 22.1:., 

REGARDS 

BABAN 

248331 IMF UR 6620 

MI OFF I 1<2324:3 

=(>224213~: 

Time: 21:40 02/24/87 ??? 

1 , 2 1:::: 

6:~:4 

9, 256 

-. ..::., 445 
49:3 

2,066 

22~: 
.-, 
.:.. , 105 
1 ,919 

44, 510 
4--:, .:.. 

, ';l/:.,5 

- 5. 1 

21.5 

Connect Time: 89 seconds 

// 897 

2,491 
497 

1,724 

277 
2, 127 

44,792 

21. 5 
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Rev: @lIM/6.01152 
MICRONET 
MICR2066 SRCA0616 
RCAINB 
.RCASAF 

Line: 6 

.SUBDTG: 02242052 

.SUBSEQ: IMF0616 

.SUBAAB: MIOFFI K23243 

. TEXT: 
248331 IMF UR 
MI OFF I K2:324~: 

MESSRS. SAITO AND WILLIAMS 
ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 20431 

756 444 

ORIG: ASD 

CC : ETR 

l> u5 
u, c:o 

-.., 
> ..,, ..... ,.,, 
C o::, 

ri"l N 
--c,· (Jl 
,;;.> 

:::.t) =­
-1 :a: 

' 3: ~ 
1. IN ,JANUARY 19::::7, THE EXTERNAL CURRENT ACCOUNT REG I ::::TERE~ 0 
SURPLUS OF U:3D 662 MI LL I ON, LARGELY REFLECT I NG THE 35 PERCENT N 
INCREASE IN EXPORTS AND SUSTAINED IMPROVEMENT IN THE SERVICES 
ACCOUNT. IF THE UNDERLYING TRENDS CONTINUE, THE EXTERNAL CURRENT 
SURPLUS FOR 1987 COULD REACH AROUND USD 7 BILLION, WELL EXCEEDING THE 
EPB PROJECTING OF USD 5 BILLION (UNDER WHICH EXPORTS ARE FORECAST TO 
INCREASE BY ONLY 12 PERCENT IN NOMINAL TERMS). CORRESPONDINGLY, THE 
EPB FORECAST OF 8 PERCENT REAL GROWTH IN 1987 MAY BE VIEWED AS THE 
LOWER BOUND OF THE RANGE OF POSSIBLE OUTTURNS. 

2. SUMMARY BALANCE OF PAYMENTS <IN BILLIONS OF U.S. DOLLARS) 

,JANUARY 

·CURRENT ACCOUNT 
TRADE BALANCE 

EXPORTS 

- :3:34 
- 1::::4 

2,102 

IMPORTS 2,286 
SERVICES ACCOUNT, NET -201 
UNREQUITED TRANSFERS, NET 51 

CAPITAL ACCOUNT 0 
MEDIUM/LONG TERM -54 
SHORT TERM, NET -211 
E/0 265 

OVERALL BALANCE 
IMF - 334 
BOK -331 
CNON-DMB SWAPS) (3) 

PERCENTAGE CHANGE 

EXPORTS 

IMPORTS 
EXPORT PRICE INDEX 
IMPORT PRICE INDEX 

1. :::: 
- 2.5 
- 2.7 

662 

- 5 
74 

266 
15 

705 
652 

24. 
I I I :34. 7 
- 0.4 
4.5 

- 13.1 

en -l> 
.:.: 
0 
r.i 

~ 
:::0 
-; 
::r ,.,, 
~ 
-; 

{a 
....., 
...,, ,.,, m t:0 (-

N 
C/1 -·-
::::,.. . 
:;c 

9 
0 
C/1 

-I 
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G 
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E 
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• 
• 

3. SERVICES ACCOUNT <IN MILL I ONS OF USD) 

,JANUARY 

RECEIPTS PAYMENTS NET 

196 

TOTAL 467 
R 
F 
FREIGHT/INS. 68 
OTHER TRANS. 46 

TRAVEL 64 
INVESTMENT INCOME 79 

OVERSEAS CONST. 31 
OTHER 179 

REGARDS 

BABAN 

248331 IMF UR 6619 
MI OFF I K2::::24::;: 

=02242105 

Time: 21:12 02/24/87 ??? 

1 •;1:::7 

672 

109 
74 

149 
6::: 

:342 
Ill 

49 
22:3 

Connect Time: 99 seconds 

/:,,:::: 

1 ·;,::::1.:., 1987 1986 

,;.6:3 677 -201 

44 1:..:~: 24 
10:3 151 -1.:.,2 

51 54 1 .-, . .:, 

:342 250 - 2t:.:::: 
9 .-, 

..:.. 
.-.,--:, .,_.,_ 

1 14 157 65 

19::::7 

• -5 I 
46 N 

-77 C 
•;,5 0 

-1::::2 
M 

47 I 66 

N 
G 

C 
A 
B 
L 
E 
./ 

)> u5 T er, CP 

E -.J ;;o 
► ""l"I m z f.TI c:o L 0 ,,, 
r-'i rv n1 CJ1 
)> 

. E , 

::::0 5:: ·~ .. 
-i II 

X ::J:: 9. 0 rT1 
:z: 0 
-; u, 





Rev: @lIM/6.00107 

MICRONET 

MICR1566 SMCA3794 
MCIINB 
. MCI!:::AF 

Line: I:., ~ 
L(----S~ 

RECEIVED 
IMF CABLE R 

19 7 FEB !'! r, 0 I r A I '• U· -..,) 

ORIG: ASD 

CC: ETR cc J 
I . SUBDTG: 

. SUBSEG!: 

. :::UBAAB: 

. TEXT: 

02200157 
BFMI0:360 
MI OFF I 1<2:324~: V ~ 

MESSRS. SAITO AND WILLIAMS 
ASIAN DEPARTMENT 
WASHINGTON DC 20431 

)> 
U> 00 - """" )> ..,., 
z r'T'l 

a c::o 
17" N 

:lJ 

.J a -:> 
THE BANK OF KOREA APPROVED ON FEBRUARY 19 A NUMBER OF MEASUR~; .;:: l..:f ft, 
DESIGNED PRIMARILY TO FACILITATE THE ADVANCE REPAYMENT OF EXIER~ L 
DEBT AND TO MAKE REGULATIONS ON ACCESS TO SHORT TERM LOAN::: I~ F(~EI1_;1\1 
CURRENCY PARALLEL TO THO::;E ON ACCES::; TO IMPORT FI NANCI N~ Ol'IN 
A U:3ANCE BAS I !3. 

1. THE BANK OF KOREA AUTHORIZED BANKS TO EXTEND FOREIGN CURRENCY 
LOANS TO FIRMS WISHING TO REPAY EXTERNAL DEBTS IN ADVANCE. SUCH 
LOANS WOULD BE LIMITED TO 80 PERCENT OF REPAYMENTS, WITH THE 
REMAINDER TO BE RAISED FROM OWN FUNDS. LOANS WOULD BE SUBJECT TO A 
FLOATING RATE OF 1.5-2 PERCENTAGE POINTS OVER LIBOR AND WOULD BE 
REPAYABLE OVER TEN YEARS. WHILE THERE WOULD BE A ONE TO ONE 
SUBSTITUTION OF EXTERNAL DEBT WITH INTERNAL DEBT IN FOREIGN CURRENCY 
TO THE EXTENT OF 80 PERCENT OF THE REPAYMENT, DOMESTIC LIQUIDITY 
WOULD BE ABSORBED TO THE EXTENT THAT COMPANIES WOULD NOT BE ALLOWED 
TO BORROW TO FINANCE THE REMAINING 20 PERCENT. 

2. THE RESERVE REQUIREMENT ON FOREIGN CURRENCY DEPOSITS WITH BANKS 
WAS REDUCED FROM 20 PERCENT TO 4.5 PERCENT. WITH THE INTEREST RATE 
ON SUCH DEPOSITS REGULATED BY THE BOK, THIS MEASURE WOULD AFFECT NOT 
AS MUCH THE ABILITY OF BANKS TO ATTRACT FOREIGN CURRENCY DEPOSITS AS 
THE PROFITABILITY OF THEIR LOANS IN FOREIGN CURRENCY. 

3 . TO COMPLEMENT MEASURES TAKEN IN RESPECT USANCE CREDITS ON 
FEBRUARY 13. THE REPAYMENT PERIOD OF FOREIGN CURRENCY LOANS FOR 
IMPORTS OF CRUDE OIL WAS REDUCED FROM 90 DAYS TO 60 DAYS. MOREOVER, 
THE SCOPE OF FOREIGN CURRENCY LOANS FOR THE IMPORT OF RAW MATERIALS 
FOR REEXPORT WAS RESTRICTED TO RAW MATERIALS WITH TARIFFS OF LESS 
THAN 10 PERCENT. PREVIOUSLY, NO LIMITATIONS BASED ON THE 
APPLICABL 
E 
TARIFF EXISTED. 
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BABAN 

I 
N 
C 
0 
M 
I 
N 
G 

C 
A 
B 
L 
E 
I 
T 
E 
L 
E 
X 





/\I 
CS) m ~ ? ... ~ 

* * \ I 
~ 

'RECEIVED ~)'.<\R~ i Rev: @lIM/6.01625 

MICRONET 

MICR1385 SRCA0376 
RCAINB 
.RCASAF 
.SUBDTG: 02190050 

Line: 6 

. SUBSEGJ: IMF0:376 

.SUBAAB: MIOFFI K23243 

. TEXT: 
IMF UR 

MI OFF I K2:324:3 
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CC: ETR 

1. FURTHER CHANGES IN THE EXCHANGE AND TRADE SYSTEM HAVE BEEN 
ANNOUNCED TO TAKE EFFECT IN THE NEAR FUTURE. THE ENTRIES FOR JULY 1 
ARE ADDITIONS TO LIBERALIZATION MEASURES PREVIOUSLY SCHEDULED TO TAKE 
EFFECT ON JULY 1, 1987. 

C 
MARCH 1. A 5 PERCENT IMPORT SURCHARGE WOULD BE LEVIED ON IMPORTS OF A 
SUGAR, COFFEE, AND COCOA. THE PROCEEDS WILL BE USED TO FUND RURAL 
DEVELOPMENT PRO,JECT::;. B 

L 
,JULY 1. THE TARIFF RATES ON 24 ITEMS WOULD BE REDUCED BY 5 E 
PERCENTAGE POINTS AS FOLLOWS: (1) RAISINS, ALMONDS, AND FRESH 
CHERRIES TO 45 PERCENT: (2) CANNED CORN, CHOCOLATE, CHOCOLATE / 
CONFECTIONERY, PERFUMES, SCENTS AND TOILET WATERS, COSMETICS FOR 
!:;t<INCARE, ::;HAMPOOS AND SHAVING CREAMS, ANIMAL-BA::;E[I TOILET T 
PREPARATIONS, DENTAL HYGIENE PRODUCTS, AQUEOUS DISTILLATES OF 
ESSENTIAL o I Ls, AND TENN Is RACKETS TO ~:o PERCENT: < 3 > ~:0-40 MM E 
POSITIVE COLOR FILM, COLOR NEGATIVE FILM NOT EXCEEDING :30MM IN L 
WIDTH, , 

E 
X 



30-40MM COLOR NEGATIVE FILM, OTHER COLOR POSITIVE FILE EXCEEDING 
40MM IN WIDTH, AERIAL PHOTOGRAPHIC FILM, X-RAY PAPERS AND 
ELECTRO-CARDIOGRAPHIC PAPERS TO 20 PERCENT: AND (4) LUMBER HEWED FROM 
CEDAR, OREGON PINE, RED PINE, AND OTHER NUT PINES TO 15 PERCENT. 
JULY 1. THE BAN ON THE IMPORTATION OF LEMON AND CRANBERRY JUICES 
WOULD BE LIFTED. MOREOVER, THE BAN ON THE IMPORTATION OF ALFALFA 
PELLET FEED WOULD BE LIFTED, BUT WITH A LIMIT OF UP TO 10,000 TONS 
PER YEAR. 

JULY 1. THE BAN ON THE IMPORTATION OF CARS WITH ENGINE DISPLACEMENT 
OF 2,000 CC. OR MORE, AUTO COOLING COMPRESSORS, CRT TERMINALS, AND 
CARD READERS WOULD BE LIFTED. AUTOMOBILE IMPORTS WILL BE SUBJECT TO 
A 60 PERCENT TARIFF, A 40 PERCENT EXCISE TAX, AND A 10 PERCENT 
DEFENCE TAX. 

2. WOULD HIGHLY APPRECIATE RECEIVING A COPY OF THE DRAFT &GUIDE TO 
MONEY AND BANKING STATISTICS IN IFS&. 
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THE GOVERNMENT HAS ANNOUNCED FURTHER MEASURES TO SLOW 
GROWTH OF BANK CREDIT: 

~ :!'::: 

1. EFFECTIVE FEBRUARY 13, THE SCOPE OF IMPORTS WHICH COULD 9€ ~•E 1 

ON A USANCE BI LL BASIS WAS REDUCED. EL I GI BLE COMMODITIES WEffifl ; . 
LIMITED TO <A> THOSE SUB,JECT TO TARIFF RATES LOWER THAN 5 PE~E~ 
IN THE CASE OF IMPORTS FROM JAPAN, HONG KONG, ANDS 
OUTHEAST ASIAN 
COUNTRIES AND (B) THOSE SUBJECT TO TARIFF RATES LOWER THAN 10 
PERCENT IN THE CASE OF IMPORTS FROM OTHER COUNTRIES. PREVIOUSLY, 
ALL IMPORTS SUBJECT TO TARIFF RATES LOWER THAN 20 PERCENT WERE 
ELIGIBLE. AS A RESULT OF THESE CHANGES, ABOUT 1,093 ITEMS 
BECAME INELIGIBLE FOR IMPORTATION ON A USANCE BILL BASIS. 

2. EFFECTIVE APRIL 1, THE MATURITY OF USANCE BILLS FOR IMPORTS 
OF CRUDE OIL AND LIQUEFIED PETROLBUM GAS WAS 
REDUCED FROM 90 
DAYS AFTER SIGHT TO 60 DAYS AFTER SIGHT. YOU MAY RECALL THAT AS 
ANNOUNCED IN AUGUST 1986, THE MATURITY OF SUCH USANCE BILLS WAS 
REDUCED FROM 120 DAYS TO 90 DAYS EFFECTIVE JANUARY 1, 1987. 

3. OFFICIALS ESTIMATE THAT THESE MEASURES, AS WELL AS THE LOWERING 
OF LENDING RATES FOR EXPORT FINANCING ON FEBRUARY 13, WOULD REDUCE 
POTENTIAL CREDIT DEMAND BY ABOUT W 900 BILLION, OR ABOUT 2.5 
PERCENT OF M2 PLUS 'cos AT THE CLOSE OF 1986. 
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1. THE FOLLOWING ARE END-OF-MONTH FINANCIAL INDICATORS 
<PERCENTAGE CHANGE): 

SEPT 
MONETARY SURVEY 

M2 16.1 
M2 PLUS CDS 16.1 
NET DE OMESTIC CREDIT 

PRIV. SECTOR CREDIT 13.2 

FINANCIAL SURVEY 

24.0 
27.5 

NET DOMESTIC CREDIT 17.0 

,_11987 
----,--

OCT NOV DEC ,JAN 

1~:. 3 1::::. E: 18.1:., 21.';I 
1:3. :3 18.9 18.6 2(>. 3 
11.9 12 .. 5 13.0 14.4 12.51 

13.7 1:3. 6 15. 1 14.4 

25. C, 25. :3=25. 6 

15.1 17.6 1:3.(> 17.0 

~ 
cf, 

2. THE LEVELS OF M2 AND OF M2 PLUS CDS IN JANUARY 1987 ARE VIRTUALLY 
EQUAL TO THOSE RECORDED IN THE PREVIOUS MONTH. HOWEVER, THE GROWTH 
OF THESE INDICATORS APPEAR TO HAVE ACCELER 
ATED BECAUSE THE 
CORRESPONDING FIGURES IN JANUARY 1986 DECLINED IN ABSOLUTE TERMS. 
NEVERTHELESS, IN VIEW OF THE APPARENT TENDENCY OF M2 TO INCREASE AT A 
RATE EXCEEDING THE OFFIC~AL 1987 TARGET RANGE OF 15-18 

PERCENT, THE 
GOVERNMENT HAS DECIDED TO TIGHTEN CREDIT POLICY FURTHER BY REDUCING 
THE AMOUNT OF WON EXPORT FINANCING PER US DOLLAR OF EXPORTS. 

3. LENDING RATES FOR EXPORT FINANCING <IN WON PER USD> 

PREVIOUS FEBRUARY 1 :3 
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LARGE CO. SMALL CO. 

LOANS FOR PRODUCTION EXPENSES 690 710 650 680 
LOANS- FR IMPORTS OF RAW 450 5:30 4:30 520 

MATERIALS FOR REEXPORT 
LOANS FOR PURCHASE OF RAW MATERIALS 

760 780 720 750 
LOANS FOR IMPORTS OF FINISHED GOOD!3 

570 590 550 580 
COMPREHENSIVE LOANS 700 680 

AVERAGE 670 700 645 680 

(NOTE: &SMALL COMPANIES& ARE DEFINED AS THOSE WITH EMPLOYEES 
NUMBERING 300 OR LESS. &COMPREHENSIVE LOANS& ARE DEFINED AS LOANS 
EXTENDED TO TRADING COMPANIES HANDLING LESS THAN USD 700,000 WORTH OF 
EXPORTS ANNUALLY. THE AMOUNT OF EXPORT FINANCING FOR THESE COMPANIES 
JUST EQUALS THE AVERAGE AND DOES VARY WITH PURPOSE) 

4. EARLIER, ON FEBRUARY 11, THE BANK OF KOREA RAISED THE CEILING ON 
CDS ISSUED BY BANKS FROM 1.4 TRILLION WON TO 2 TRILLION. THE LEVEL 
OF BANK CDS OUTSTANDING AS OF THE END OF JANUARY 1987 WAS 1.296 
TRILLION AND THE INCREASE IN THE CEILING WAS INTENDED MAINLY TO 
PROVIDE THE BANKS WITH SOME ROOM FOR MANUEVER IN REMAINING 
COMPETITIVE VIS-A-VIS NONBANKS IN THE CD MARKET. 
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tr 
1. NATIONAL TAX REVENUE DATA INDICATE THAT COLLECTIONS IN 1986 WAS 
MODERATELY OVER BUDGET AND THAT THE RATIO OF SUCH REVENUE TO GNP ROSE 
NEGLIGIBLY TO 16.4 PERCENT. THE HIGHER THAN EXPECTED REAL GROWTH 
RATE <THE BUDGET ASSUMED 7 PERCENT VERSUS THE ESTIMATED RATE OF 12 
PERCENT> BOOSTED COLLECTIONS OF CERTAIN INTERNAL TAXES, PARTICULARLY 
THE VAT, THE INDIVIDUAL INCOME TAX, AND SPECIAL EXCISE TAXES. 
CUSTOMS DUTY COLLECTIONS SLIGHTLY EXCEEDED THE BUDGET FIGURE, DESPITE 
LOWER THAN ASSUMED IMPORT VALUE <THE BUDGET ASSUMED USD 33.5 BILLION 
ON A CUSTOMS CLEARANCE BASIS VERSUS AN ACTUAL FIGURE OF USD 31.2 
BILLION) AND LOWER THAN ASSUMED AVERAGE EXCHANGE RATE <THE BUDGET 
ASSUMED AN AVERAGE RATE OF 900 WON PER DOLLAR VERSUS AN ACTUAL FIGURE 
OF 881 PER DOLLAR>. ONE FACTOR OFFSETTING THESE DEVELOPMENTS WAS AN 
INCREASE IN THE EFFECTIVE AVERAGE DUTY RATE BY HALF OF A PERCENTAGE 
POINT TO 9 PERCENT, PARTLY REFLECTING THE THREE-STEP IN CREASE IN THE 
TARIFF ON PETROLEUM IMPORTS FROM 1 PERCENT TO 15 PERCENT. 

NATIONAL TAX REVENUE 
<IN BILLIONS OF WON> 

BUDGET 

5 

TOTAL 11,876.4 13,197.5 

INTERNAL TAX 7, 4'?6. 9 8,119.3 
INCOME TAX 1,481.5 1,603.8 
CORP. TAX 1, 126.7 1,175.7 
VAT 2,401.2 :3, 1 :38. 1 
SPECIAL EXCISE 980.8 1,041.9 
LIG!IJOR 501. 2 598.7 
OTHER 505.5 561.1 

CUSTOMS DUTIES 1,566.1 1,906. :::: 
DEFENSE TAX 1, 66:3. 2 1,857. 7 

INTERNAL 1,123.5 1,205.3 
CUSTOMS :3:34. 1 477. :3 
LOCAL 155.6 174.6 

EDUCATION TAX :321. 2 :3:34_ 2 
MONOPOLY PROFITS r:::2~,. () 9:34. 0 

1986 ACTUAL 

ACTUAL PERCENTAGE CHANGE 

OVER BUDGET OVER 198 

13,603.4 :::: . 1 14.5 

:3, 464. 0 4 . .., 
■4 12.9 

1,784.6 11.:::: 2<). 5 
1,191.4 1. :3 5.7 
:3, 272. 2 4. ~: 1 . .., ,:::, 

L ■ •-• 

1,085.5 4.2 10.7 
555. :3 - 7.2 10.9 
574.5 2.4 1:3. 6 

1, '3°'42. 5 2.1 24.0 
1, :340. 5 -0.9 10.7 
1, 2(:,2. 6 4.8 12.4 

406.5 -14.9 5. :;3 

171.4 -1. E: 1 o. 1 
:372. 4 11.4 16. 0 
984.0 1:=:. 7 
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,-------------~--------------------------------

MEMO TIMES: 

NOMINAL GNP CEST.) 
72,849.8 

NATIONAL TAX/GNP 16.3 
CUSTOMS DUTIES/IMPORTS <BOP) 
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WASHINGTON DC 

AND URGENT AND 

IMF CABLE ROOM 

753941+ 19B7 FE8 - r; :: 7: 38 

1. THE FOLLOWING TELEX HAS BEEN SENT TO MR. MORRIS GOLDSTEIN, 
QUOTE: THE INVITATION OF MD AND WORLD BANK PRESIDENT TO DEPUTY PRIME 
MINISTER HAS BEEN BROUGHT TO DPM ' S ATTENTION. IN ORDER TO FACILITATE 
A DECISION, HIS OFFICE URGENTLY REQUESTS (1) A LIST OF PARTICIPANTS: 
AND (2) A DETAILED SCHEDULE OF THE CONFERENCE. KINDLY HAVE THIS 
INFORMATION TRANSMITTED TO DPM'S OFFICE; CARE OF MR. HAKCHUNG CHOO, 
COUNSELOR TO DPM, ECONOMIC PLANNING BOARD EITHER BY TELEX (DPMEPB 
K23202) OR BY FAX (503-9138). IT WOULD BE HIGHLY APPRECIATED IF THIS 
INFORMATION COULD BE RECEIVED BY SATURDAY MORNING LOCAL TIME, BEFORE 
GOVERNMENT OFFICES CLOSED FOR THE WEEKEND. UNQUOTE 

2. A::; OF THREE PM, FEBRUARY 6, I HAVE RECEIVED ONLY A COPY OF THE 
INVITATION TO DPM BUT NOT THE LIST OF PARTICIPANTS. 
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MESSRS. SAITO AND WILLIAMS 
ASIAN DEPARTMENT 
INTERFUND 
WASHINGTON DC 

ORIG: ASD 

R 

y 
1. THE FOLLOWING ARE FURTHER CHANGES IN THE EXCHANGE AND TRADE 
SYSTEM: 

cf> 

SEPTEMBER 30. THE CUSTOMS DUTY ON RYE SEED IMPORTS WAS LOWERED 
------------- TEMPORARILY FROM 7 PERCENT TO ZERO. THIS REDUCTION 
WOULD APPLY ONLY TO 3,905 TONS IMPORTED DURING SEPTEMBER-DECEMBER 19-

OCTOBER 27. TO FOSTER THE IMPORTATION OF EQUIPMENT WHICH WOULD 
- - --------- FACILITATE THE LOCALIZATIN 

ON OF MACHINERY AND PARTS, THE 
LIST OF INDUSTRIES ELIGIBLE FOR CUSTOMS REDUCTIONS WAS EXPANDED TO 
INCLUDE MANUFACTURING OF METALLIC FILM, OPTICAL RECORDING MEDIA, AND 
SYNCHRONIZER HUBS. AT THE SAME TIME, MANUFACTURING OF AIR HAMMERS, 
LOADER:::, CRE 

ANES, CHEMICAL MACHINERY AND COMBINATION METERS WERE MADE 
INELIGIBLE FOR CUSTOMS REDUCTIONS. WITH THESE ADJUSTMENTS, THE 
NUMBER OF INDUSTRIES ELIGIBLE FOR CUSTOMS REDUCTIONS FELL TO 80. 

19:37 

JANUARY 1. THE TARIFF ON CRUDE OIL WAS RAISED FROM 15 PERCENT TO 
------ - ---- 24.5 PERCENT. 

~ANUARY 1. THE SIMPLIFIED CUSTOMS DUTY WHICH IS APPLIED TO IMPORTS 
---- - - - - -- BY TRAVELLERS AND WHICH IS THE SUM OF THE TARIFF, THE 
DEFENCE TAX, AND THE DOMESTIC EXCISE TAX WAS REVISED FOR 17 ITEMS. 
SIMPLIFIED RE 

XX RATES ON 15 ITEMS, INCLUDING WATCHES AND COSMETICS, 
DECLINED BY 10-20 PERCENTAGE POINTS, REFLECTING REDUCTIONS IN TARIFF 
RATES. SIMPLIFIED RATES ON VTRS AND MICROWAVE OVENS INCREASED BY 
20-30 PERCENTAGE 
POINTS DUE TO INCREASES IN EXCISE TAX RATES. 

JANUARY 1. NINE ITEMS, INCLUDING WASTE PAPER AND ALUMINA CEMENT, 
--- ------ - WERE REMOVED FROM THE TARIFF QUOTA SYSTEM. AT THE SAME I 
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TO: 

FROM: 

SUBJECT: 

Office Memorandum 

The Deputy Managing Director ,Jm 
(via Director of Administration'{JflL 

P. R. Narvekar ff21V 
Korea--Resident Representative Post 

January 29, 1987 

Attached for your signature, if your approve, is a draft cable 

to Minister Chung. The cable formalizes the agreement to close the 

resident representative post in Seoul in mid-1987 by proposing a six 

months' extension of Mr. Baban's term, which otherwise would expire at 

the end of this month. It also indi cates that we will be responding to 

the Minister's proposal concerning Fund recruitment of Korean fixed-term 

appointees. 

(J) 

Attachment 
: 

r .) 

--y 

f'Tl -.,__ 
-l 0'.) 
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I NAN C-E 

KORE ~ ---

THANK YOU FOR YOUR LETTER OF JANUARY 14, 1987 

CONFIRMING THE PROPOSAL TO CLOSE THE FUND'S RESIDENT 

REPRESENTATIVE POST IN KOREA IN MID-1987. ACCORDINGLY, 

WE PROPOSE TO EXTEND MR. BABAN'S TERM, PRESENTLY DUE TO 

~ EXPIRE AT END-JANUARY, BY SIX MONTHS TO END-JULY UNDER 

~ THE EXISTING TERMS AND CONDITIONS. 

12 I 
...:.::...j 

I 

11 

10 

YOUR PROPOSAL CONCERNING POSSIBLE RECRUITMENT OF 

FIXED-TERM APPOINTEES FROM KOREA'S MINISTRY OF FINANCE 

IS A MOST INTERESTING AND CONSTRUCTIVE ONE, AND COULD 

INDEED PROVE TO BE A FRUITFUL METHOD OF ENHANCING FUTURE 

_,_ COLLABORATION BETWEEN THE FUND AND KOREA. WE WILL BE IN 

z..... TOUCH WITH YOU REGARDING THE IMPLEMENTATION OF YOUR 

~ PROPOSAL. 

I WOULD LIKE TO THANK YOU ONCE AGAIN FOR YOUR 

4 CONSIDERATION AND HELPFUL COOPERATION ON THIS MATTER. 

3 
REGARDS, 

-ai PED __J R I C H A R D D • E R B 
NITI4.L 

5'"i..0W 
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TO: MR. KUNIO SAITO 
ASIAN DEPT 
INTERFUND 
WASHINGTON DC 20431 

1 
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xx 
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IMF CABLE ROOM 

19 7 J J , ,I 7: 39 

ORIG: MR. SAITO 
CC: -MR. KRONINBERG 

THESE ARE RESPONSES TO QUESTIONS IN YOUR TELEX OF JANUARY 22: 

1. IMPORT DEPOSITS ARE ALSO REQUIRED ON DOCUMENTS AGAINST ACCEPTANCE 
AND DOCUMENTS AGAINST PAYMENT. THESE FOR~S OF PAYMENT ARE RARELY USE-

D. 
ABOUT 98 PERCENT OF IMPORT TRANSACTIONS INVOLVE LETTERS OF CREDIT. 

2. IMPORTERS ARE COMPLETELY FREE TO CHOOSE THE METHOD OF IMPORT 
PAYMENT. 

3. IMPORT DEPOSITS ARE IMPOSED BY BANKS ON THEIR OWN FOR COMMERCIAL 
CONSIDERATIONS AND NOT AT THE BEHEST OF GOVERNMENT POLICY. 

4. KINDLY NOTE THAT IMPORT DEPOSITS ON SIGHT LETTERS OF CREDIT WERE 
IMPOSED IN JULY 1978 <NOT IN JULY 1986 AS INADVERTENTLY STATED IN 
THE JANUARY 22 TELEX). 
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MESSRS. SAITO AND WILLIAMS 
ASIAN DEPT 

ORIG: ASD y (.I} 
---;:C~C-: - --;,;E;:;:;,TR;r-----

INTERFUND 
WASHINGTON DC 20431 

1. THE EXTERNAL CURRENT ACCOUNT RECORDED A SURPLUS OF USD 0.5 
BILLION IN DECEMBER 1986, RESULTING IN A SURPLUS OF USD 4.7 BILLION 
FOR 1986 AS A WHOLE. THIS COMPARES WITH A DEFICIT OF USD 0.9 BILLION 
IN 1985. THE SHIFT FROM DEFICIT TO SURPLUS OWED TO IMPROVEMENTS IN 
THE TRADE BALANCE (77 PERCENT), THE SERVICES BALANCE (15 PERCENT), 
AND NET TRANSFERS (8 PERCENT). THE EXPORJ BOOM, PARTLY ATTRIBUTABLE 
TO A RISE IN COMPETITIVENESS VIS-A-VIS JAPAN, WAS COMPLEMENTED BY A 
DECLINE IN PETROLEUM PRICES, WHICH SAVED ABOUT USD 2 BILLION IN 
FOREIGN EXCHANGE COSTS. IN THE SERVICES ACCOUNT, RECEIPTS FROM 
TOURISM DOUBLED, OWING MAINLY TO INCREASED EXTERNAL COMPETITIVENESS 
AND INCREASED BUSINESS TRAVEL. MOREOVER, WITH LOWER INTERNATIONAL 
INTEREST RATES AND A REDUCTION IN THE OUTSTANDING EXTERNAL DEBT, 
NET INVESTMENT INCOME OUTFLOWSWERE CONTAINED AT THE 1985 LEVEL. 
THESE FAVORABLE DEVELOPMENTS MORE THAN COMPENSATED FOR THE DECLINE 
IN NET RECEIPTS FROM OVERSEAS CONSTRUCTION. NET UNREQUITED TRANSFERS 
INCREASED BY AN UNEXPECTED 78 PERCENT IN 1986, AS PRIVATE REMITTANCES 

SURGED IN THE LIGHT OF THE KOREAN WON'S APPRECIATING TREND. PARTLY 
REFLECTING OFFICIAL PREFERENCE FOR ADVANCE REPAYMENT OF EXTERNAL 
DEBT OVER THE ACCUMULATION OF RESERVES, TOTAL GROSS EXTERNAL 
RESERVES AT THE CLOSE OF 1986 AMOUNTED TO USD 8,572 MILLION OR 3.5 
MONTHS OF IMPORTS, COMPARED WITH USD 8,383 MILLION OR 3.8 MONTHS 
AT THE CLOSE OF 1985. 

2. SUMMARY BALANCE OF PAYMENTS (IN USD MILLIONS> 

DEC JAN-DEC 

1985 1986 1985 1986 

-CURRENT ACCOUNT 180 484 -887 4,654 Cf) c.J 

TRADE BALANCE :309 513 -19 4,255 (_ 

EXPORTS 2.,e:64 :3, 559 26,442 33,881 z 
IMPORTS 2,555 3,046 26,461 29,626 r-v 

::::ERV ICES, NET -191 -126 -1,446 -62~: 
C,':> 

TRANSFERS, NET 62 97 578 1,027 :..... -
CAPITAL ACCOUNT -317 -467 -1,616 -1,790 .. J 

jT1 

MEDIUM/LONG, NET -91 -1,072 -148 -1,141 
__,,. .,__ 
-i 

SHORT-TERM, NET 92 241 -588 -409 
E/0 -:318 364 -e:::c, -240 

OVERALL BALANCE 
IMF -137 17 -2, 50:3 2, E:'-:,4 
BOI< -250 -57:3 -1,254 1, 95E: 
<NON-DMB ::::WAP~:) (-11~:) (-590) (1,249) (-906) 

- - - ----------
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PERCENTAGE CHANGE: 

EXPORTS 
IMPORTS 11. 1 

24.2 
19.3 

3. SERVICES ACCOUNT <IN MILLIONS OF USD> 

,JAN-DEC 

RECEIPTS PAYMENTS 

28.1 
12.0 

NET 
---------------- ---------------- ----------

1985 1986 1985 1 ·;,:::6 1985 

TOTAL 6,664 a, c,~:s-1 8, 110 8,667 -1,446 
28 
FREIGHT/INS. 1,325 1,442 522 715 E:Q:3 

OTHER TRANS 758 7 :35 ' 1,346 1, 49:3 -588 

TRAVEL 784 1,546 606 626 17E: 

INVESTMENT INCOME 7•;.,4 9:39 :3, 977 4, 00:3 -:3, 1:33 

OVER:3EAS CONST. 985 637 214 177 771 

OTHER 2,018 2, :340 1,445 1, 64:3 57:3 

4. PLEASE NOTE THAT MOF WILL BE CLOSED ON THURSDAY, JANUARY 28 
(LUNAR NEW YEAR>. 
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MI OFF I K2324~: 

MESSRS. SAITO AND WILLIAMS 
ASIAN DEBT 
INTERFUND 
WASHINGTON DC 20431 

ec •, p; 1.1 • 

CC: ETR -

THE FOLLOWING ARE DETAILED BOP ACCOUNTS FOR NOVEMBER 1986<REVISED>, 
DECEMBER 1986(PREL> AND JANUARY-DECEMBER 01986. 

FOLLOWING ARE DETAILED BOP ACCOUNTS FOR NOVEMBER <REVISED>, DECEMBER 
<PREL. ), AND JANUARY-DECEMBER. 

Yl 
Y2 
y:3 
Y4 
Y5 
Y6 
Y7 
Y8 
Y9 
Y10 
Y11 
Y12 
Y13 
Y14 
Y15 
Y16 
Y17 
Y18 
Y19 
Y2C> 
Y21 
Y22 
Y2:3 
Y24 
Y25 
Y26 
Y27 
Y28 
Y29 
Y30 
Y:31 
Y:32 
y:33 
y:34 

NOVEMBER, 1986(REV> 

CREDIT 

:3, 06:3 
760 

1(17 
62 

142 
195 
1:31 

14 

19 
4 

1,01:3 
25 

DEBIT 

2, 3:30 
663 

NET 

7:33 
97 

105 
9:34 
-70 
-76 

86 22 
159 -97 

5 13,s 
205 -10 
205 -24 

14 
34 1(16 

14 

136 -136 
27 -:3 

3 1 

:3 -3 
-141 

1,164 -145 
20 5 

651 
-651 

21.:., -26 
:32 -:32 

51 
467 

-51 
-467 

DECEMBER, 1986(PREL> 

CREDIT 

66 
69 
C'O 
·-··-· 

1:31:., 
115 

21 

590 
1,, .:.. 

19 

1,461 
26 

DEBIT 

:3, 046 
969 

207 
1:39 

6 
2•::13 
293 

t:,98 

15 

343 
14 

7 

1,228 
17 

NET 

51:3 
-126 

97 

-1, 072 
-261 
-141 
-119 

C',., ........ 
-158 
-179 

21 
-69E: 

590 

-343 
c-
·-' 

-251 
-7 

241 

9 
~31.:.,4 

17 
-17 
147 
150 

-:3 
-164 
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,--· ------ ---------------------------------~ 
I 

Y36 
Y37 
Y:38 

Y40 
Y41 

Y42 
Y43 
Y44 
Y45 

Yi 
Y2 
Y3 
Y4 
Y5 
Yb 
Y7 
Y8 
Y9 
Y10 
Y11 
Y12 
Y13 
Y14 
Y15 
Y16 
Y17 
YlE: 
Y19 
Y20 
Y21 
Y22 
v2:3 
Y24 
Y25 
Y26 
Y27 
Y28 
Y2"'9 
Y30 
Y31 
Y32 
y:3:3 
Y34 
y:35 
v-::.:6 
Y:37 

Y:39 
Y40 
Y41 

~:1 

144 

4:3 -43 
~:1 

-63 

142 -142 
144 

65 -65 

8,692 
:3 , 060 

/.:,32 

JANUARY-DECEMBER, 1986 

CREDIT 

8, 0:39 

1,619 
487 

1, 7:37 
1,173 

5c,4 
543 
906 

151 

284 

12, -::.:04 
580 

474 

409 
17 

DEBIT 

29,626 
8,667 

1,006 
1,526 

62 
2, 14:3 

1, 1:30 

1 •-:,c, ...... _. 

1,038 
367 

15 

112 

12,726 
566 

126 
762 
906 

NET 

4,255 
-628 

1,027 
4,654 

-1,141 

-126 
94 

445 
-407 
-971 

564 
-6:37 

906 
6(1 

149 
-1, C>3E: 

-423 
14 

-240 
2, 8(:,4 

-2., E:C,4 
-170 
-162 

-2,695 
-1,320 

-126 
-762 
-906 

474 
-1,411 

1 , 8:37 -1 , 8:37 
409 

17 

20 
12 

590 
12 

-590 
-12 
509 

442 

20 
12 

E:, 572 
7,910 I 
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• 

Y42 37 

REGARDS 

BABAN 

MIOFFI K2324364111 IMF UW 
Time: 03:07 01/28/87 ??? 
Cc,nnect Time : 192 seconds 
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I 

l9..,, ,.J. I 2 7 I' : 
MIOFFI 1<2324:3 

RECEIVED 
IMF CABLE R 

:i - 2B V 
MESSRS. SAITO AND WILLIAMS 
ASIAN DEPT 
INTERFUND 
WASHINGTON DC 20431 

ORIG: ASD 

~ - -----cc: ETRD 

1. ON A CUSTOMS CLEARANCE BASIS, EXPORTS GREW BY 15 PERCENT IN 1986. 
WHILE EXPORT PRICES HAVE BEEN STRENGTHENING IN THE COURSE OF THE YEAR, 
THE AVERAGE ANNUAL INCREASE WAS NEGLIGIBLE. IMPORTS GREW BY ABOUT 
THE SAME RATE IN REAL TERMS AS EXPORTS, WHILE REGISTERING NO 
INCREASE IN VALUE. THE ABSOLUTE DECLINE IN IMPORT PRICES LARGELY 
REFLECTS LOWER PETROLEUM PRICES. WITH EASING DOMESTIC FUND 
PRICES, INFLATION REMAINED MODERATE <CPI> OR NEGATIVE <WPI>. 

2. LATEST TRADE AND PRICE STATISTICS: 

DECEMBER 

1985 1986 
RO 

TRADE: CUSTOMS CLEARANCE BASIS 

EXPORTS, FOB 3,812.5 3,520.7 
IMPORTS, CIF 3,704.3 2,860.2 
TRADE BALANCE 108.2 660.5 

TRADE DOCUMENTS: 

LETTER OF CREDIT 
1,:393.9 

IMPORT LICENSES 
2,329.4 

PRICE INDICES(+) 

EXPORT 94.5 
IMPORT 90.0 

2,556. C:, 

2, 4';)3. 5 

99.2 
76.7 

,JAN-DECE;MBER 

PERCENT 1985 1986 
GORWTH 

-7.7 30,283.1 34,740.0 
22.8 31,135.7 31,230.0 

-852.6 :3, 510. 0 

35.0 19,470.5 25,228.7 

7.0 24,240.7 26,798.6 

5.0 95. :3 97-.0 
-14.8 90.7 77.7 

PERCENT 
GROWTH 

14.7 
0.3 

29.6 

10.6 

1. 3 
-14.3 

<MINERAL FUELS> (91.4> (47.4) (-48.1) (91.8) C 5:3. 0 > (-42. :::: > 

144.5 1.3 141.0 144.2 2. :3 CPI 
WPI 

142.6 
129. :3 124.5 -3.7 128.3 125.5 -2.2 

C+> JAN-DECEMBER FIGURES ARE TWELVE-MONTH AVERAGES. 

3. EXCHANGE RATES PER USD FOR DECEMBER WERE: W861.40 <END> AND 
W864.09 <AVERAGE>. END-MONTH FIGURE REPRESENTS AN APPRECIATION 
VIS-A-VIS THE U.S. DOLLAR OF 2.9 PERCENT OVER END-JUNE 1986 
AND 3.3 PERCENT OVER END-DECEMBER 1985. 
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MESSRS. SAITO AND WILLIAMS 
!=i 

INTERFUND 
WASHINGTON DC 20431 

V 
1. AT THE CLOSE OF 1986, THE LEVEL OF THE EXTERNAL DEBT DECLINED 
BY ABOUT 5 PERCENT TO USD 44.4 BILLION(INC. FUND CREDIT) OR USD 42.9 
BILLION <EXC. FUND CREDIT>. REDUCTIONS IN SHORT-TERM DEBT ACCOUNTED 
FOR ABOUT TWO-THIRDS OF THE DECLINE IN THE TOTAL. 

2. THE FOLLOWING ARE LATEST EXTERNAL DEBT FIGURES. 

NOVEMBER 1986 

CONSTANT CURRENTCREV> 

A 3 1,979 :~:4, ~:8C, 
Al 11,252 11,391 
A2 5,37:::: 5,956 
A3 9,074 9,866 
A4 3,125 3,678 
A5 1,630 1,630 
A6 1,243 1,53 3 
A7 282 282 
B 2,089 2,089 
B1 1,219 1,219 
B2 870 870 
C 8,455 8,455 
Cl 2,374 2, ~:74 
C2 33;3 33:3 
C3 1,625 1,625 
C4 177 177 
cc-.J 2,098 2,098 
C6 1,843 1,843 
D 42,523 44,880 
E · 41,280 43,347 

MEMO ITEMS: 

GROWTH OF ITEM E -5.8 -3.6 
(12 MONTHS PERCENT) 
C/E (PERCENT) 20.5 19.5 

REGARDS 

BABAN 

248331A IMF UR 

DECEMBER 198~. 

CURRENT(PREL. > 

33., :~:E:7 
11,250 
5, E:36 
9,230 
3,619 
1,630 
1,545 

277 
1,833 
1,207 

626 
9,225 
2,495 

448 
2,067 

219 
2,158 
1,858 

44,445 
42,900 

-5.2 

21. 5 
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IMF RESIDENT REPRESENTATIVE 

21 C/0 MINISTRY OF FINANCE 

i 20 I s E Ou L ,_ K_O_R_E_A ____ --------

B MARK XX FOR CODE 

( __ )CODE 
D 

V 0 W) 

~ 19 I 
a: -1===========-c:= 
;: ~~ 

--~ I I DISTRIBUTION 

~ 
1 

1s A. IN REVIEWING CHANGES IN KOREA'S EXCHANGE AND 
w 

!1 TRADE SYSTEM DURING 1986, CERTAIN QUESTIONS AROSE IN 

CONNECTION WITH ONE OF THE MEASURES ADOPTED IN LATE 

AUGUST. THE MEASURE WAS CITED IN YOUR TELEX OF 

w 16 

~ 7 
a: 
<l: 
I- 15 
CJ) -, 

_J AUGUST 22 AS FOLLOWS: (QUOTE) BANKS WOULD BEGIN 

REQUIRING 10 PERCENT DEPOSITS FOR USANCE-BASIS LETTERS 

___12_ OF CREDIT. PREVIOUSLY, SUCH DEPOSITS WERE REQUIRED ONLY 

11 FOR SIGHT-BASIS LETTERS OF CREDIT. (UNQUOTE) 

10 B. IN YOUR ABSENCE, I TELEXED DIRECTOR GENERAL SHIM 

9 ON JANUARY 8 SEEKING CLARIFICATION OF THE MEASURE. IN 

s REPLY OF JANUARY 20, HE CONFIRMED THAT: (1) MEASURE WAS 

ADOPTED AS CIT ED SEMICOLON (2) ~ EPOSITS AR E NOR MALLY 

__!!.__, NONINTEREST BEARING SE MICOLON (3) AVERAGE DURATION OF 

~ DEPOSITS IS SO DAYS SEMICOLON (4) THAT OTHER FORMS OF 

~ PAYMENT SUCH AS DOCUMENTS AGAINST PAYMENTS (D SLASH P) 

3 AND DOCUMENTS AGAINST ACCEPTANCE (D SLASH A) ARE 

• 2 AVAILABLE TO IMPORTERS SEMICOLON AND (5) THE 10 PERCENT 
R(OUIREO 

tNITIAL 
BELOW 

l l SPECIAL INSTRUCTIONS L TEXT MUST END HERE--=:J'-- -~ 

B 

C TELEX NO 

DRAFTED BY 
___ D-t "ill N,>.ME {T'IPEl __ _ EXT DEPT 

AUTHORIZED RY 
___ E--1,,,A NAME (T'IP!:1 

\UTHORllfD (ly 

'J \MO (T'( 

r+,, 
f-C..C • AS D 

DIV D 

0 
Mr. Kroninber g 

T 
t---

r 

H 

E 

I 
El 

DAT!: 

I 

TYPE -,;. * ON LAST OR 0, LY PAGE OF MESSAGE 

SEC o&8 REV 1 
11 18-82 G 

1PL!:ASE KEEP SIGN TURE IN SPA( E ,\LL 01/,E;D) R[ 
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WASHINGTON . D. C. 20431 

,2 , I M F R E S I D EN T R E P R E S ENT AT I V E ~..,,__ _____ ------- - -----

21 C/0 MINISTRY OF FINANCE 

20 SEOUL, KOR_E_A ______________ _ 

19 

~ 

1 
1s. DEPOSIT ON SIGHT LETTERS OF CREDIT WAS INTRODUCED IN 

UJ 

ffi11 JULY 1986. 
::c --i 
I- ' 
X 
~ ,s C. FURTHER CLARIFICATION OF POINT (4) OF PARAGRAPH 8 
I- --j 
a: 
;:: 10 IS NECESSARY. SPECIFICALLY, WE NEED TO KNOW: 
V) --+ 

...!.::_] (1) WHETHER THESE ALTERNATIVE FORMS OF J:MPORT PAY MENT 

'L ALSO REQUIRE ANY FORM OF ADVANCE DEPOSIT SEMICOLON AND 

...22__ (2) WHETHER IMPORTERS ARE FREE TO CHOOSE FOR M OF PAYMENT 

~ REGARDLESS OF GOODS BEING PURCHASED. 

10 
--+ WOULD APPRECIATE YOUR EARLIEST REPLY. 

'.l__ PLEASE CONVEY OUR THANKS TO MR. SHIM FOR HIS TELEX OF 

s~ JANUARY 20. 
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