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An Empirical Investigation of the Changes in the Korean
Financial System in the Wake of the 1997 Currency Crisis
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ABSTRACT

An Empirical Investigation of the Changes in the Korean
Financial System in the Wake of the 1997 Currency Crisis

Soh, Jae—-Hwan’

A regression analysis investigation is conducted using empirical data between 1971
and 2001, and adopting coefficient durnmy variables to determine changes in the Korean
financial system post 1997 Currency Crisis.

The results show a further positive, descending intermediation relationships: stock
market > securities market > bond market, and a negative intermediation relationship of
traditional bank financing sector to the post-1997 Currency Crisis Korean economic
growth.

This suggests that there have been development of positive securities market
intermediation, led by stock market, and no change in negative bank intermediation in
comparison to pre-1997 Currency Crisis.

In conclusion, post 1997 Currency Crisis, Korea keeps on turning towards the
market-oriented from the traditional bank-criented financial system, which still requires
further reforms if it is to achieve a positive intermediation in the economic growth of
Korea.

Keyword : financial system, market-oriented financial system, bank intermediation,

market intermediation, currency crisis
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