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{ Abstract )

“Capital Market and Investment Services Act (CMISA),” which is
currently in the process of legislation, is expected to provide a totally
different regulatory framework for capital markets and investment
services industry in Korea, and therefore its impacts on financial sector
in Korea will be huge. In this report, we estimate the expected effects
of the CMISA on the capital market development in Korea, and also try
to identify important tasks which Korean investment services industry

should give serious consideration.

Many studies show that economic and capital market development
and the development of financial system of a country are positively
correlated. They also show that institutional/regulatory factors such as
laws governing capital markets have significant effects on the
development of financial system and capital market development. Using
“Banking and Finance Score” of the “Index of Economic Freedom” by
the Heritage Foundation, we find that more advanced financial
regulation leads to more developed capital markets. This result suggests
that the legislation of the CMISA should be an important step for

further development of Korean capital market.

The CMISA is an important advance toward an institutional
environment needed for upgraded economic functions of Korea's
investment banks. Under the CMISA, investment banks in Korea are
able to play the role of “total financial solution provider” rather than
the current role of simple broker. And this role involves an asset
transformation function which transform the risk-return profile of assets.
We identify three important tasks necessary for Korean investment banks

to efficiently perform this economic function. Firstly, Korean investment

- viii -




banks need to have more aggressive attitude toward risk, which requires
more efficient use of equity capital. Secondly, the role of total financial
solution provider and asset transformation function require an increase
of principal investment in investment banks’ revenue. Also financial
solution provision for investor customers means the increased importance
of wealth management business of investment banks. Finally, the level
of compensation should be raised and its scheme should be more closely
linked to productivity in order to provide proper incentive and

compensation for high quality manpower.
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« 2005 IAAEY A FPECAERES =T 245%, T

o] 9} 324%20)
— =R, golet 5 &9 27) SH3IA Goldman Sachs, Morgan
Stanley, Merrill Lynch 5 37} 224 FA-233 9 A7|AHE 109

D 19 VaR(value at risk) Z7]& & 2o]S Holx ¥l S

<E N-2> 22 FEA2Y8L A2 SHS A E5FE H
Goldman Morgan Merrill o o
Sachs Stanley Lynch =et welst
1¢ VaR/
24 7] 2B 0.30 0.32 0.11 0.34 0.25

2005 IAAEL 7EH
Z}F: ZYA} annual report

— oEy SE ZAIAES 22Y 24l ¥ JB AN
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— ZAIAY FAFE F ANFAZREY £ TP YE
Ao BEol A #FAFAAN AAHE NI 18% FF

3 FU FAIAY AT REe fRE 918 B
F7hZAe oheih AAS, Bok 471290 B A o] FolA]

AT A71F2e] vl 2 o2 deA A+

rr

23) “Principal investment”2] WO 2 “2} 7|2} 2 F 2}
N2 229 Avx: FA AEE 5 A7) Wi
FAE AHEA, 2 X H
T JhsAdel da I FEG oujE MR Rtk ddEol ‘A
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<E W-3> 3l FAHZA =<2 74
(T %)
o) A} 3t A} YA 2 AL A
1 Eul wy 65.9 65.3 48.4 41.0 59.3
HE= o) 7.1 5.3 18.9 9.0 10.8
AAr 2] 0.5 0.7 0.3 0.0 0.4
FApe- 3.8 5.0 6.3 9.8 49
A} 7] wj u 14.8 11.4 22.5 36.4 18.3
7] E} 7.8 12.2 3.5 3.8 6.3
1) 2005 IAAE 7NEY
2) TA3AL FEE EFE 2003~2005 SAAE 7R Fo £dAF] 95 NER
stRom, 2005 SAAE & AA dF 8, T3 147, &7 127[AFE
3) 7t F&o] wddF oA AA 3= HIFd
4) 7t 2FE SAIAY FAAE ALEEH] At vl
5) 9 dFd=9d5]-Aujul o} A S A LF FLn &
6) ARt#E|=A Bt R
7) FAL =04 & AE
AR FEEELY B8 AdR Ao o3t A, HA
Z2d A5 A9, AVNTAE AA FdA A%, A T
QA FALAPE olge) & WS AAT 3l
— EZA AF A Ex&3Y<e Goldman Sachs® A$, dEZF Ex}
SAPETE AA FoolN AR wlFS 15% W, A7)EA
2 zp7]ufu] o] B FS 66%° 3
<E l-4> 37 2 2Y FX2de FEX2HPYFE & XJ|FX H S
(S %)
Goldman Sachs | Morgan Stanley Merrill Lynch
Investment banking 14.8 14.4 13.8
Trading and PI 66.0 31.2 13.8

F: 1) 2005 A= 7+
2) 2t F2o] «ddTY
3) Investment banking®l

Z}&: ZYAF annual reports
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— I3 wrap account®} £& Folo] zpb@E] AH]AZHE
St "F"FE(fee) Z=0lo] A= H|FL <F IM-3>94 B &

o kAR 1%0] EFAE FEY

O A AAHcz AidgdFe ZFAH AF A
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— 1009k 28 o] FHAFE BT “AAAAHhigh net-worth
individual)”9 & 1996d 4509+ oA 2005 870¥tH o=z 7}
3lo] AHHF 7.6%2 F7HES HY

— I FAAME =2 200404 20051 Atololl ANAPETES] F7b
21.3% F7kete] AN 7HE =L S7HeS A4

O ALAHEF AFS FE5EFAINAL £ A= HF 23

Z2 7MAE AeE Qe F Ue

— BJA} A4 A FEo] A9 A (market risk)oll =EFEHW, IS
A ZF3t7] o AVIFEAE g, AAHYFFE HHAHQA T

O FdHe] AdEE F5FAI AL d9sts dFe @A SAIAL

FHete dFote AP vE SAS 2 2 AR o4HT,

24) Capgemini and Merrill Lynch(2006)
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— <3 MM-6>°A & F 915l 2005 SAAE = SH3Ae] 4 F

A 1913 FF BA(AAR))S oF 83007 (8 2HEE]) FFEY

<E -6> S| AL LdF 2l 12T lzdH| vl

2003 2004 2005

T AL A A () 61,630 66,114 83,472

(Hgd) 52 58 82

= 34} (1 4) 67,715 74,905 99,727

(Haa) 57 65 97

dE 2t A} EiR==)) 140 147 172

=29 3uA} Eik=a) 218 242 272

Fi 1) 2 SAAE] QAAUE J129} S PAUR) HFoR e A
2) IALS] ARE Fo, HAFH, BYFAne Folx, dB B FRWARY A
+ “compensation and benefit”& X%
A5 #8059 2718 AFYE A, ZFAL annual report

C 37} tiEAe] A$ oF 199w 7AgE) e oA WA &
& 579

e AL AASE 3 AL md o, Aadel Jfolel] ulake)
ware] Aolsl ArjHos Hol dHow A ATE A
JRAAT AAE e Aoz Ret

O =3 ] ZDHA] G ENM QAN FASE NFE Ro]
=2]

o] uste] we
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— <& I-7>9lM = 5 SAx°], 2005 3AAES] Tl SA3AY]
ABE F AAM Y HFE 23%F LB HEPALY 1/2, 22 F
AP 1/3 5
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N
N
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P2 s H 11 o
@ w2 2 FAsAe Qg P FAt AR R 2FHY
& A
<E W-7> AL & & 2lAb|e H|F
(29 %)
2003 2004 2005
TUAE H A 23.1 24 223
) 3UjA} 23.7 223 18.3
A E 2hA} 50.8 48.0 48 4
229 3t} 64.6 61.3 62.3

278G/ &AL
2199} Hlmste] & Aol Holx %
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<H 21> A =71 8°F (2000~2004'3 7 3)
=717 A GDP (109 &#) 2 GDP (1 238)
Argentina ARG 188 7,039
Australia AUS 452 21,327
Austria AUT 228 23,880
Belgium BEL 272 22,574
Brazil BRA 536 3,449
Canada CAN 807 23,486
Chile CHL 76 5,179
China CHN 1,261 994
Colombia COL 85 2,139
Czech Republic CZE 77 5,719
Denmark DNK 188 30,181
Finland FIN 144 23,964
France FRA 1,569 22,497
Germany DEU 2,161 22,934
Greece GRC 149 11,461
Hong Kong HKG 161 25,563
Hungary HUN 69 4,976
India IND 546 495
Indonesia IDN 205 700
Ireland IRL 131 27,373
Italy ITA 1,300 18,918
Japan JPN 4,370 38,005
Korea KOR 566 11,711
Lebanon LBN 90 4,707
Malaysia MYS 99 4,243
Mexico MEX 633 5,773
Netherlands NLD 453 23,249
New Zealand NZL 68 19,073
Norway NOR 198 40,418
Pakistan PAK 78 512
Peru PER 58 2,094
Philippines PHL 77 991
Poland POL 186 4,500
Portugal PRT 131 10,339
Russia RUS 385 2,002
Singapore SGP 90 22,266
Slovak Republic SVK 28 4,066
South Africa ZAF 148 3,058
Spain ESP 726 14,721
Sweden SWE 268 27,664
Switzerland CHE 290 33,826
Taiwan TWN 292 14,130
Thailand THA 134 2,136
Turkey TUR 214 3,036
United Kingdom GBR 1,660 25,062
United States USA 10,634 35,331
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