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Lessons from the 2008
Global Financial Crisis?

/ » Complexity is not innovation
J gilleverage is not credit

" . Riskidispersion is not risk reduction

\Self-regulation (light touch regulation) is no
g regulation

o Dlsclose before distributing

These things change, post-crisis? “Yes,
already changing”




The “New Normals” for the
US and the Global Economy?

provides two key global (economic)
j public goods
\ .‘@/ar as the major reserve currency, and

129A deep and liquid international financial

o

D ‘market

» The two are inter-related: you cant have one
without the other

Will the US’ role in both these areas diminish,
going forward? “Possible, but not imminent?”



The “New Normals”
for Global Finance?

( e Le sseourltlzatlon’?

re transparency and information
 disclosure?

. ﬁghter regulation and supervision?

» More multilateral coordination?
“Yes, to varying degrees”

e Go back to the 3:6:3 mode?

“Very unlikely”



How has the Korean Financial Market
Emerged Between the AFC and the GFC ?

Quick’to resolve NPLs, recapitalize, restructure, and reform the
cial sector after the AFC

‘ ‘mbraced financial globalization subsequently
| %\ @'F e of the early securitizers in East Asia
' ¥ trong retail banking and asset management industry
. h|rd largest capital market in Asia (behind only Japan and

e Seoul’ s global ranking as a financial sector improved several
notches

» Aspires to make Seoul the “Northeast Asian Financial Hub”
» Financial services, accounting for a modest 5% of GDP now, has
a huge potential to grow

Overall, emerged quite well between the two
crises 5




What Does the GFC and the “New Normals”
of Global Finance Mean for Korea?

Has the GFC come at the wrong time for Korea’ s financial market
Slopment plans and aspirations ?

_;|.-' selective prudential measures on the financial sector subsequently
Going forward, as key member of G20, has a role in multilateral
" agenda setting on financial regulation

»  Would benefit from building the necessary regulatory and supervisory

framework sooner than later (adapting to the “new normals”?)

e Given that the Korean financial market is in its early stages of
development, however, it is important not to stifle it by over-regulation

* Need to strike a balance between government regulation and market
freedom

Not an easy job, of course! Will the “dynamic Korea” manage
it? “ Most probably yes”




‘,
$45

References

g U‘B\S, News for Banks: The Day After Tomorrow, 2009

4 Sung-Ho Hwang, Address at Financial Reform: An Emerging

- Market Perspective, A Dialogue with the Private Financial Sector,
Seoul, September 2010 (organized by KIF,IIF, and Shinhan
Group)

» Myung-koo Kang, Global Financial Crisis and Systemic Risk in
the Korean Banking Syste, KDI Academic Paper Series, May
2009 7



