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ples on sharing of losses among equity holders and creditors will be established. The disposal of nonperforming loans will
be accelerated. The present blanket guarantees which will end in three years will be replaced by a limited deposit insur-
ance scheme. A timetable will be established for all banks to meet or exceed Basle standards. Prudential standards will be
upgraded to meet Basle core principles. Any support to financial institutions will be given on strict conditions. All support
to financial institutions, other than BOK liquidity credits, will be provided according to pre-established rules, and recorded
transparently. Accounting standards and disclosure rules will be strengthened to meet international practice. Financial
statements of large financial institutions will be audited by internationally recognized firms. Manpower in the unit supervis-
ing merchant banks will be sufficiently increased to make supervision effective and to allow proper handling of troubled
banks. The schedule for allowing foreign entry into the domestic financial sector will be accelerated, including allowing
foreigners to establish bank subsidiaries and brokerage houses by mid-1998. Borrowing and lending activities of overseas’
branches of Korean banks will be closely monitored to ensure that they are sound. Nonviable branches will be closed.
BOK'’s international reserve management will be reviewed with the intention to bring it closer to international practice. De-
posits with overseas branches of domestic banks will not be increased further, but gradually withdrawn as circumstances
allow. Financial institutions will be encouraged to improve their risk assessment and pricing procedures, and to strengthen
loan recovery ; actions in these areas will be reviewed as part of prudential supervision.
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cies - while the program aims to minimize the inevitable slowdown in economic growth, we will aim to facilitate the neces-
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ernment will maintain its commitment to providing a social safety net adequate to protect those most exposed to the effects
of the financial crisis...”

(Z) IMF, Letter of Intent, | |OOQ¥-Pm | | |@X http://www.imf.org/external/loi/2000/kor/01ndex.html “The Korean gov-
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recipients of subsistence benefits from 0.5 million in 1999 to 1.5 million in 2001 ; 3. Establish a self-support plan for
those able to work through provision of job search information, vocational training, and day care services ; 4. Secure basic
subsistence living for the elderly by increasing the number of beneficiaries and the size of the noncontributory social pen-
sion as well as providing free meals and in-home care to those in need. In addition, the elderly will be offered assistance in
their out-of-pocket medial expenses ; and 5. Increase the number of social workers per recipient household and improve the

information database on recipients.”
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