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<< Abstract >>

Financial holding companies are known to be more efficient than
other types of organizational structures in terms of the simplicity of
ownership structure, high transparency, suppressing risk contagion, ease
of restructuring, curbing conflicts of interest. More specifically,
investment banks based on active innovation are likely to face frequent
reorganization of their business portfolio, which means holding company
is especially beneficial for investment banks. However, there is only one
investment bank holding company in Korea. This is mainly due to
improper regulations of Financial Holding Company Act. We suggest an
amendment of the current Act to foster the establishment of new
investment bank holding companies as well as the transformation of
existing investment banking financial groups into investment bank

holding company. For this, we need three key principles to follow.

First, regulations should be imposed by reflecting the very unique
traits of investment banks. That is, the regulations on investment bank
holding companies need to be different from those on bank holding

companies or insurance holding companies.

Second, room for regulatory arbitrage should be minimized. For
this, regulations for investment bank holding company needs to be
consistent as much as possible with Financial Market Consolidation

Act governing stand-alone investment banks.

Third, some incentives should be given to make the establishment
of investment bank holding companies more active with those
regulations for keeping financial holding company’s unique

characteristics untouched or even strengthened when needed.
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Foo] AHYE Goldman Sachs Group Holdings(UK.)ZE, ¥|=
dztgojo] A¥ ¥ Goldman Sachs(UK) L.L.C.o] A}3]A}

1231 Goldman Sachs(UK) L.L.C.&] E3A= ZETRAA A

Tx9 FHF9dd A8 The Goldman Sachs Group, Inc.
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