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grigeo] nj2e|akA|4>(US dollar index) & F7t= ZF6IITtY 893442 thSat
o) 2etA e AHESIiH.

bank=f(ois,vix, dev, dx, dumgfc, dumc19) + e,
bankhat=bank - e,
gap=fC&53}, cds, bond, bankhat, ois, dev, m2)

o]7] A bankE 232U F, oise Libor-OIS AZLH T yixe= HEAA L devis 1
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A U RARAIYS] B o] A e H-E efsty] fgtolth i EEe
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229 njdeis AFEDAge) W2 Seiutetol the g B4

<HE 1-2> 2B =#==H 21t

441 FA4 2 2443 244 4 2445
C -2.454 -1.598 -1.967 4.847 3.245
(-5.743)%* (-4.862)%* (-5.670)** (2.076)* (1.344)
log(cds) 0.739 0.427 0.557 0.179 0.333
& (7.442)%* (5.375)** (6.167)** (1.514) (2.450)*
(bond) -0.308 0.210 0.176 0.205 0.178
(-0.095) (0.872) (0.747) (0.868) (0.766)
bankhat -0.117 -0.668 -0.853 -0.730 -0.866
(-5.375)** (-3.943)%* (-4.790)%* (-4.369)** (-4.922)%*
ois 1.480 1.491 1.485 1.492
(10.807)%* (11.135)** (11.087)** (11.289)**
dev 0.006 0.005
(2.812)%* (2.211)*
-1.555 -1.239
log(m?2) (2.787)** (2.181)*
adj. R2 adj. R2 adj. R2 adj. R2 adj. R2
0.452 0.702 0.718 0.717 0.727

1) 34717 200749 19€9~2020 62
2) gap: B (ULl Fe|ab-A g E), cds: BACDSZe|u|d, bond: #F2ke] 8] 2)4H E4} bankhat: 5
9] Qelof| o]3l 282 4], ois: Libor-0IS A=, dev : B]22] 328t AUA A B3 m2: G3
=7t M2 LrERd

3) ()Etghe, ¥ 42 5% B 1% frofeEE Y]

sl 29l FolAle 22 R4 9 WMEA Aol F7lsHe B oot nidelsel §
2o} AYAYO] B Srhlol] Tf A%A] BRY ool ()9 JFL T
202 Uehdom SAH RO4E iR &2 20 Uetitt, ol Fuf A%
2ol thet sl 2.9159) F2g0] Fheel BAWA whS £ Jnlakt Zow
2 4 9lek. 53] SARAN TS F3 Y sh9 2glo] ot LYY F] H9
BE Mol ()9 $5E Kol ot AXFA 0 EAH SN E S 5L 3
o2 ekttt ol nlgelet AFFAI 02 RS L o9 2exIFAIY Matol 218 3
Uleaateld 47t Il AgAgo) 79 SrlecloR A8 98 ojnatt
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Response of GAP to GAP Response of GAP to HAT Response of GAP to OIS
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Abstract

The US dollar plays key role in the international financial market. Its functions as
the foremost funding currency is reinforced by its use as a vehicle currency for for-
eign exchange transaction. Almost the half of all cross-border loans and internation-
al debt securities are denominated in US dollars, as well as over the three quarters of

foreign exchange transactions occur over US dollars.

However, the experience of global dollar shortage during the global financial cri-
sis(GFC) has led the changes in the US dollar funding market landscape after crisis.
Non-US banks, which were the major suppliers of US dollar funding before GFC, has
reduced its US dollar intermediation business, especially those from European re-
gion. Also US dollar funding is increasingly obtained through capital market as the
banks conduct less US dollar intermediation. In the short-term dollar funding mar-
ket, deviations from covered interest parity(CIP) persist since GFC and it is now char-

acterized as low liquidity and higher cost market compare to pre GFC era.

In the case of Korea, abundant liquidity conditions in the spot foreign exchange
market has been maintained until recently due to persistent current account sur-
plus as well as the growth trend of incoming foreign portfolio investment. However,
liquidity conditions of short-term dollar funding market, typically assessed by CIP
deviations in the FX swap market, has been worsening since GFC. According to em-
pirical results in this paper, recent structural changes in the global US dollar funding
market influence short-term dollar funding market conditions in Korea through re-

duced US dollar loans from foreign branches of global banks in Korea.
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This report provides the following implications for the Korea’s foreign exchange
policies. First, one should closely monitor various cause of foreign exchange market
volatility beyond what were considered before the structural changes. This would in-
clude changes in the risk appetite of non-banking sector, international debt market
conditions, changes of broad dollarindex, among others. It is worth stress again that
since it is non-banking sector that led the US dollar credit growth recently the focus
of foreign exchange market stability policies should extended to those sectors that

are not in the locus of macro-prudential policy.

Also it is advised that Korea should maintain its attention on the stable overseas
dollar funding sources because cross-border dollar loans through global banks are
still the main source of dollar funding in the Korea’s foreign exchange market. In such
a respect, one should carefully monitor and analyze impact of global regulatory re-
form on lending activities of non-US banks, as well as shifting business models of
intermediaries. The paper also implies that it would be worthwhile to overhaul the
existing macro-prudential policy framework in respond to the recent changes in the
US dollar funding market landscape and the measures should be carefully adopted

considering recent changes in the global US dollar funding market.
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