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| Opening Remark ]

Professor Edward Kane, Professor Andrew Chen, -

Co-chairmen Kim Young Jin and C_h:ji Woon Yeol,

- And distinguished scholars and financial .experts
attending  the 13th PACAP/FMA International

Academic Conference!

It is an honor for Korea to be hosting this world
- renowned conference. Indeed, I am' pleased to have this
opportunity to discuss the state of the Korean

" economy and the capital market.

As you may have noticed, Korea is now in its ramy
 season. Just a while back,  we were quite worried about a
severe draught. |

So, you can imagine what a welcome change in weather
this is: almost as welcome as when Korea was able to
attract foreign capital du_tiﬁg in times of difficult economic
conditions. o | | ”
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While we're on the subject of weather, I thought it
would be appropriate to mention this Korea proverb about |
rain to describe the current economic situation. The

proverb roughly translates ]Jke thlS "After the rain, the
ground hardens firmer | |

The mearung is: growth and maturity follow in the
aftermath of enclunng hardsl’up

Thanks to the undying spirit and dedlcated efforts of
the Korean people, the economic "ground" on which we |
stand has become firmer. And, right now, we are
concentrating n_r_ur- energy on smoothing the bumps on

this ground.

The work that remains to be done is by no means
less or easier than what we have done so far.
However, I am confident that all of you here will be
able to witness, 'a.' Korean economy that is all the
more "firmer" after having gone thrﬂugh thE passmg

rains of an economic crisis.
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[ The role of capital market in the restructuring process |
During the process of overcoming the financial crisis, we -

have learned much about the capital markets role and

In 1999 alnng,' companies raised about 40 trillion won
from the stock market. | |

These funds helped to itnpfbﬁe the overall financial
structure of compartes by lowering their  debt ratio and played
a crucial role in actively promoting corporate restructuring,

In addition the venture industry grew -aé_ a new,
powerful growth engine through the KOSDAQ.

It is clear that companies, financial institutions, and -

investors have undergone tremendous changes in their =

perception of the market.

These economic players now realize that the viability
of a company or financial ifistitution is  determined by
the market. More importanf, they now know that
survival is impnséible without the market’s sea] of

approval.
— 5 —
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[ The future of Korea's capital market ]

Despite the reétructm*ing efforts of the past three years,
the general view is that the Korean companies’ financial
standing is stll weak when as compared to its
international competitors. |

One of the main reasons for this is that while the debt
ratio of companies s greatly decreased, the absolute
volume of debt has not been suffxc:lmtly reduced.

~ For example, total borromngs and bonds payable to

total assets was 41% at the end of ]une 2000, 51gr11ﬁcantly
lrugherthantheZB%mmeUS and25%mTalwarL The
interest coverage ratio was 1.7, lower than the 35 in the
US. and 29 in Japan.

This results from the fact that up until now companies
have relied heavily on derect ﬁnaxmg or debt fmancmg,
opting for bank loans or bond issues.
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Therefore in order for companies to mamtam a
sound financial structure and at the same time
procure funding, the past management paradigm must

change.

More specifically, companies need to move away
from debt fmancmg and advance toward eqml:y

financing.

Based on this recognition, 'the Korean government will
place policy priority on enhanmng the cap1tal market to |
enable companies to actively pursue eqmty fmancmg

First, it will be ilnpﬁrtaht to create the stable,
long-term demand base in the stock ‘market so that
companies can raise funds from the market in a timely

- Manner.

We will establish the coﬁditibns necessary for large
pension funds to actwely part1c1pate in the market
and create an investment pool for smaller pension

funds to have them participate as well.
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In the long-term, we intend to adopt the corporate
pension system and - Employee Stock Ownership Plan
(ESOP) to allow pension funds and mutual fmdsboplay |

a role as institutional investors.

Second, we will ensure that sound curpﬁrate_
governance is . established in order to achieve a . '

transparent business management,

Specific measures are now in the works. For example,
beginning next year, class actmn suit against false

disclosure, window dressmg, stock price mampulatlon
m]lbemtroducedbyphase startmgmth]argecorrq:ames

As information technology advances and different
countries” capital market starts open up, it is vital
that Korea keep up with the 'integrated_ global market.
Korea also faces intense competition, devﬂtihg its

energy to constructing a strong market infrastructure.

| Finally, in order to advance the bond market, an
important pillar of the capital market, various policy

measures will be made._

o 0
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One way of doing this is to activate the high-vyield,
~high-risk bond market and allow such bonds to be
- absorbed by the market according to the credit rating

of the company.

In an -effort to enhance the market structure, we
‘also intend to minimize investors’ risk exposure, by

strengthening the creditor protection system.
[ Closing Remark ]

In closing, I sincerely hope this conference will
generate a meaningful discussion on the various
~issues concerning the Asian as well as the global .

capital market.

I wish you have a very successful, pmductive'
conference and hope that you will continue to take
active interest in Korea's efforts to advance its capital

- market,

Thank you
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