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1) 20133 49 715

2) https://www.youtube.com/watch?v=Uiznz __ciTo http://biz.heraldcorp.com/view.php?ud=20150521000213

3) http://www.garp.org/#!/risk_intelligence detail/alZ40000002vyGgEAI ¥ A $1 L8] BA Al olshH
glejolx] Holzl B34 Abdolgt sttigts =l ZAAY ZIdel dF&FE nHE A T
AANE HE Ak gt

4) MBC 7]|A}= 2014311914 AR ARl A “Bh&of| RIZHe £27HERA 0|89 w1t Eo}
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v el=A e A4S Fot] o F 01 A7) v o]t

6) 2013 119 18Y USA TodayAlE S-&Z% o] Hxox dejEo] Add @S 3 A

T3t} Traders from several banks discussed their upcoming transactions in online chat rooms or

instant-messaging exchanges and nicknamed themselves as members of "the bandits' club" and "the
cartel," the lawsuit alleged, citing several media accounts. The sessions hint at collusion in a market
experts say bears signs of "susceptibility to index manipulation,” the suit charged.

7) % BaAoA oulsl= FX benchmark 4] 2]8HA ol A A== Fixing(7] &8H-5)S <

8) FX benchmarks are used by market participants for a variety of purposes, but most notably for
valuing, transferring and rebalancing multi-currency asset portfolios. In particular, the mid-rates
produced by WMR are embodied in the construction of published indices used for tracking
multi-country/currency portfolios of bonds, equities or credit instruments, and hence are implicit in
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many investment mandates. That usage incentivises asset and other money managers — particularly
those with passive mandates which aim toward the replication of an index — to ensure that their FX
dealing intermediaries (usually but not always banks) execute their foreign exchange trades at the
same mid-market price as recorded at the fix. That eliminates any ‘tracking error’ arising from
foreign exchange, when the investor has chosen to invest in the performance of some other asset such
as bonds or equities.

9) €/ 7/ ol vt

10) Consent Order to Barclays Bank PLC, Barclays Bank PLC, New York Branch, dated 20" May 2015.

1) AFAAFL, 3528 ol3l, gadAl, 2014, p.509
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2789l Eske EFIT o] AL hedgerst speculator7} Shte] Aol A w23 A) A9} wl
AdE A BAdne oot FH Bidstle @i e el SEAA(M
F/E)F EZAAEN=mF)E A ERdhe Fxolth AN Ade @74
B35 1 & UE 53E Ak sell-buy B97F BAll EAE = Aol ndvE W

=

AN BIHE 71 ZANOR e YT SHE ZPT 5 Ut ML ool nlg
oln Ad Ao 2u) AxMstel Avigke 0ol B2 =, AN Qe o))
o e QY £89S gulsh Aol

1.2 7| ZSAE
OS2 <3 3> 3 <k e HUFEY 725 A% A3BAE BoF

(E 3) 7| =EAHZ (Ei9): raj/ol/gl, wnisl/wnicka))
Variable Obs Mean Std. Dev. Min Max Skewness Kurtoisis
KRW(W/$) 72 1115.824 131.0473 900.6 1533.5 540 3.766
EUR ($/€) 72 1.376 0885779 1.22865 15826 444 2542
GBP ($/£) 72 1.694 1952236 1.42685 207815 759 2.050
IPY (Y/$) 72 93.424 14.04428 76.285 123.485 620 2.156
CVIX 72 1115.824 131.0473 900.6 1533.5 540 3.766
FEA T 72 3045.283 2506.138 -2192.4 8580.9 058 2.265
R B 72 -848.762 719.6536 -2649.4 14554 343 3.847
FAEA Y 72 29417 6061 17906 37700 -132 1.69
FEAAN 72 13895 4270 8399 22444 522 1.92
o] FH = 72 754256.7 2213251 121300 1052805 -318 217
sz E 72 936454.4 4577981 0 | 2374707 671 3.56
QjgtZmy 72 8582457 5776310 1191476 | 1.88e+07 433 1.69
A A AE 72 2.96e+07 2.67e+07 1053060 | 1.49e+08 2.382 9.18
A 53 72 2.76e+07 2.38e+07 986694 | 1.37e+08 2.489 9.87
A e = 72 8.16e+08 1.74e+08 7.75e+07 | 1.29e+09 -711 7.28
FA = 72 4.59e+08 1.02e+08 3.34e+07 | 7.02e+08 -.788 6.46
BN 72 3.13e+08 6.94e+07 223e+07 | 5.11e+08 - 871 6.76
A 54 72 3.56e+07 2.80e+07 7938736 | 1.86e+08 2.431 12.53
(29: A% )
Variable(X} ) Obs Mean Std. Dev. Min Max Variance Skewness | Kurtosis
KRW(W/$) ! 0.003 0.046 -0.143 0.138 .002 422 4.99
EUR ($/€) ! 0.001 0.036 -0.092 0.098 .001 -.289 3.60
GBP ($/£) 71 -0.002 0.029 -0.092 0.090 .000 -.380 4.82
JPY (Y/$) 71 -0.004 0.030 -0.076 0.086 .000 656 3.76
gl 54 71 0.277 2.381 -0.952 20.013 5.668 8.191 68.41
FEA G 71 -0.670 2.950 -16.199 9.537 8.702 -1.847 14.33
A B 22 71 -0.398 2203 -8.675 4796 4853 -2.125 9.49
FAAaA 71 0.010 0.076 -0.199 0.253 .005 345 424
FEAANY 71 0.011 0.093 -0.231 0.253 .008 0164 3.32
o] o] FEH 7 7 0.050 0.312 -0.029 2.627 .097 8.082 67.181
L3 EE 71 0.165 0.854 -1.000 5.965 729 4.508 31.23
B 71 0.177 1.112 -0.640 8.532 1.237 6.184 46.34
o} A 2}t 71 0.132 0.813 -0.481 6.515 661 6.975 55.12

22) SFEA AN ARA AYE =k ol felth



Bl 71 0.143 0.909 -0.489 7.388 826 7.283 58.49
A o] g 71 0.081 0.585 -0.243 4884 34 7.972 66.07
A= 71 0.106 0.773 -0.277 6.467 598 7.993 66.27
o g 0.106 0.796 -0.211 6.688 633 8.132 67.78
I FA 71 0.057 0.568 -0.845 4.396 322 6.389 49.55

(E 4) &2

krw eur cvix gsuji ssuiji imp exp esr cl cm dera derl ofpal
krw 1.00
eur -0.68 1.00
cvix -0.04| 0.13 1.00
gsuji -0.13| 023 0.06 1.00
ssuji -0.10| 0.12 0.01 -0.06 1.00
imp -026| 004 | -007 | -0.04 0.08 1.00
exp -0.21 0.16 -0.01 0.21 -0.02 0.63 1.00
esr 0.00 0.04 -0.02 0.01 0.07 -0.13 -0.12 1.00
cl 028| -0.34 | -0.02 0.00 0.02 -0.09 | -0.25 0.10 1.00
cm -0.02| 003 | -002 | -0.01 0.04 -0.10 | -0.17 0.92 0.19 1.00
dera 0.23| -0.09 0.03 -0.09 0.00 -0.16 -0.11 0.94 0.05 0.86 1.00
derl 0.19| -0.06 0.03 -0.07 0.01 -0.16 -0.11 0.96 0.06 0.87 1.00 1.00
ofbal 0.07 | -0.01 0.00 | -0.01 0.05 -0.15 | -0.11 0.98 0.03 090| 09| 097 1.00
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TA, FEAANEE, FUAANEsE FAMTE A8k A 8Rlo R e A A
o FHEAL B dEe|dEo® IS & F US AR Add CVIXMHE T}
Bk AFEAAE STATA} AFehe BEAFAALIE Ageinl, BARFE oflsh
bax
Y ﬁO + 61X11 +52X22 +-- +ﬁ an + €; (1)
X.=1,Ee,lx,,)=0,var(e,lx,;) =0 cov(em?enﬂi) =0ni#=(n+1i)

A7 Y, = QL RE, X, X, X, = AHHS DA, = 223G
A&H R ASE = AAE AsE 9 Fol8 BY F JoBZ AAE A5 @9
= AAstL MFETe] B E LAANT7] A o R SER FA g 2(2)9F 2ol
ALur] SHES AAEdte] HFEY] A FH FAE AFAE AALR A
TS st

X2t+17 2t nt+1 Xnt
Y1 =Byt By ( AT, )+t 3, ( )+e (2
t+1 0 1 AX'” 2 ‘X’Qt ﬁ Xnt ( )

EUR($/€), GBP($/£), IPY(Y/$)] H1AZ7HE AAARERE At AHd 3RS A=
5o EUR ($/€)% FdAAEste] BAA SR FofatA UetEthd) FEFE 4
Aa7tol A FEAAESRE BAACR fo8 JaS T2 Ratyrt. AA AT wE o)) B
S Ao FEFe FA 1 AL gFA aglo] ¥ e A& nlste AoR FA
dct Mk v 5o MFES AASt L 8o JFS F F e IFg 298 uH3)
ATk e Ao F714 aQlo] A3 2 %94 tﬁ_xﬂﬂxlsﬂr URHﬂxlE Al 1
g Fart ol Aolnw 2E
AN FEY FHY Ao
oldle thaaide] FAI7F A g

<FE 5>oA Holz upe} Zo] RO Al S L‘rEM%t 7é7:ﬂ$(R2)»t— 55%cl 23t}
A ago 714 43 S FE HMEE EURGKE)OITE 1% FFFdr] EAHoR
F2]37 EURGSE)] 199 g5 vtk KRW(W/S)©] 0.69/0.65 @] 313ttt f=2o o
g 2e7kx 7} steteld dsyiA| = Adsdthe o7t "t ol dgefgkEo] steteta

¥o, 2

24) Deutsche Bank 7} 7]3Hg 2] 3.

25) DY RRHEL 1%( t 5.72)004 FUAAESE 5%t 222904 AR fosiA 9L
geo] stehs skl

26) BETFA, AR AFA|, FEAANES

27) Variance Inflation Factor
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Azte] 7M7) G Aolegte W29 o4 dAshe APo|th ForwardLZ ForwardA<)]
A% 1%2] Fo5EAA KRWW/S$)E 0.032/0.029 F5A17]Ed ol =280 Bi3)
= A=AEA/AD7E A7) sl fold Y@ Frhe volth

(£ 5) =421 (9141)

SS MS Observations 71

Source df

2 | AEA 2 | ey 2N | dEae
Model 083 084 | 4 020 0212 | F( 4, 66) 22.02 22.83
Residual 062 061 | 66 000 000 | Prob > F 0.00 0.00
Total 146 146 | 70 002 002 | Adj R-squared 054 0.55

Root MSE 030 030

KRW(W/$) Coef. Std. Err. t P>t oLS 7t4 d=
EUR (S/€) | -686 | -654 | 117 | 118 | -586 554 | 0.00°% | 0.00%% | ZEAE AE(cov)
CAllLoan | 008 | .009 | .004 | 004| 171 188 | 009* | 006 ;h' e d;' 039
CallMoney | -015 | -017 | 004 | 005 | -3.08 337 | 0.00°% | 0.00%* | = EAEAE (var)
ForwardL | .032 007 418 0.00%%* g"z 923 foh'z 928
ForwardA 029 006 438 000%* | CIEEMNHAEVIP
_cons 000 | -000 | 003 | 003 | -012 -0.14 090 | 088 172 | 187

w0y Ol G v 5% HFE K 10% FOl5E

IAAEA AHE st EURSE) dEF7= KRW(WS), & 3
SHA sEAIZITh agla 228 YR E AT AIRE, ZH Y]

AR 9] s
ot g TohE AMEE FRIE F ATk ole FAE Qs Fe] 34E vA A
£ 43te] 717}t gt = dvke HsAS HoFE Ao R B4 e 20089 S8
7] FA A Age] A fFEsHEA As7x7E 3436 stebet AAl g dA| gt

2. A2 HeutdAeE SIFI= 22

21 28
T A JHE e e dEo] ALY FATFEE ST A AFE gRlst
© Zolth 7] Eﬂ% A FE-E £2o] nEgE G A ol FA o VA= o]
o} Gxole AT R Eaxs A 244 &8ate] sl oy, dA
DA At A e g7 XEEZD L ede] TR TAste A Ee] HYH
7] witoll oA o] Rt HAA S etets Aol Thseitta Adsiith gk 2
1A HolF uhel o] AEAE daedteS FAHZ FosH 5771« &3
7F Ao ez dLEySEs HeR Frista 9y B A9l CVIX, oldFHFE F
71gtt) mpA e 2 FEFE AYTRE 2t FEUeEAY 93t AEYS onlete
FEY FUAATY S HUFRE S8ote] AN AR LT 92 FE6te =AS
o] el A o S A= aavt HeA] F]lgt @) siatae et ¢ $ho}
AAY R FE nxA B Folng UM E ZFEY FHUE SHUSE &)
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Lo o)t gFALRo] A AATL TN KU B2 9T sagls] HRoldh
e T T S P
4ol AFACE YA v A0 AN AeABEA |l T0l doIIYRE

F 7
2 AR gl s n, B30 R e Wz 9AE 4 98 Ao, e
5o uslE BYen 92 AE ol R A0 45 ko
AABARE B H3)e BP0z dFAARH L AAF

Y‘ =+ ﬁlej + ﬁzij +"'+571an + € 3

nj njvng nj -n+lj

X . =1,E( ru‘xru) 0, var(e, Jx, ) =o% covle,.e .;.) =0 nj= (n+1j)
o7l v, =sARE G s, X, X, X, = AUWSE e = ud

)
[\
[k
ol

24 23t & oo

194 EURS| 7HA| = USD7Fx|7} st&tsld 1 3]
l% A FEAZItE AP dletant. ddErtel Jas v dEAGY] Ut
Hste vt 93t AFAT9ES st e 2 =
Aol megf7hA] stebs WAlskE = A AN E fidske adde® e & e Aol
t}. A A E DerOff Balel RS 7141712 93ke] 7 ste H= &
Aedel v EA Mo JE vAA B Aoz F3ITh & WEd SHdAME
KRW(W/$), EUR($/€), CVIX, = A7|Z Wrdste= ZAA2 230 2= Import9t Export, &
7129 #59 ZHO2E CallLoan, CallMoney, Eamed SRS FUdte] <X 6> 3} o]
pilot A ATNE Araset, G 4T PR AR fosH
KRW(W/$)= 1%°14 DerOff Bal T75E 57H0.821)A1Z1t}. EUR$/E)E 10%A FA A 2
2 )31 DerOff Bals 7+4x(0.796) Al7]1& 78-S Rt ¥hE, Import ¢} Exports 7
A o) BolAl ettt xALYe 2 £ SeAAY A dE 9T
st ol =AFA] S M7t =S89 DerOff Bal#t A9 A4 o)Al
94 Al-&3) < 14—94:4/@&5"9‘ 27 ﬁxﬂ .\ﬂEUﬂquq. ;<1;<4 oﬂyq.g;q g =
7} s ulshe Ao AT DerOff Bl 9ol Bt o wzkst
8319 =1l, CallLoanZ} CallMoney”} 1%°4 EAIH 2 FolatAl UEsLTh30 E3]
0-101 Hgo g olojx & AFY-S UYERE Eamed SRS 1%014 EAH 02§21
7} rith DerOff Bal 1125 17199 S7FAIZITh o= KRW(W/S) Ht} 28] o]

N
\:131_'4 oﬁi

i)

p

O‘?’-’»—

R
fo o
ol}l

28) A9=2015)% J&apPARE A dH A Bde Sl o 2AHd
)2A o] YRAE Birsta el AT 453 =

29) e AEs Yeplle R7F 97%clth FAFATE E58F fod dFE 74
A AT EEA RS =Yt ARAE er Fr)akae] fEdel Solaizly] miel
Z1Age i freldol w2 olfr = S4dn

30) 2B ITTRE A2, 2ride MTEE ST
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7% d&H oIt} Bamed SR THREE WFEe] T wet 2% €k

(E 6) Pilot 2724 (F142)

Pilot 3| AEA
Der.Off_Bal Coef. Std. Err. t P>t [95% Conf. Intervall
KRW(W/$) 821 3423 240 0.01*** 137 1.506
EUR ($/€) -.769 4418 -1.74 0.08* -1.65 1134
CVIX .005 .0046 1.13 0.26 -.0040 .0145
Import -.236 1966 -1.20 0.23 -.629 1570
Export 219 1603 1.37 0.17 -.100 .5404
Earned SR 1.731 0942 18.37 0.00%** 1.543 1.920
CallLoan -073 0144 -5.06 0.00*** -.102 -.0443
CallMoney .039 .0269 1.47 0.14 -.014 .0933
_cons -.004 .0115 -0.37 0.71 -.0272 .0187

1% RUSE % FAFE * 0% FISE

olHof = pilot S| TN BAA FIS B HFES 74 <& > 2ol %3
AEA S AABI T EUR$/E)T CallMoneyS E3He Zell(M1)ell A White 324 HHAES
Ftg o 7Pge] 71ZB3hEo] ol WMEE AT F M2EA S AEst3Th KRW
(W/8)2 3 ATl BF 1% el A A4 ool gl 2ol &

RTA
ANAGFE FAAS7E S7H0.82/0.92/1.17)3k 2, L SHgo] TS A2
DerOff Bal 7127} Eolue A& &0 4 Ut} Eamed SRE 3TA9] A5 AA =
F 1%Y FoFToA AR 1931 DerOff Bals 57H1.73/1.75/1.85)A A th.

(E 7) 32421} (9142)

M1: F(5, 65) 558.44
SS df MS Obs. 71
Source M2: F(3, 67) 910.68
M1 M2 M1 M2 M1 M 2 M1 M2
Model 23.37 23.34 5 3 4.674 7.781 | R-squared 0.97 0.97
Residual .5440 5724 65 67 .0083 .0085 | Adj R—squared 0.97 097
Total 2391 2391 70 70 3416 3416 Root MSE .091 .092
DerOff_Bal Coef. Std. Err. t P>t FEAMEH A E(cov)
KRW(W/$) 920 1.168 326 251 282 | 4.65 0.00%** | 0.00%** chi2 4524 | chi? 13.64
EUR ($/€) -58 -.587 -1.37 0.17 p 0005 | p 0135
Earned SR 175 1.854 .093 .035 18.78 | 52.14 0.00%** | 0.00%** S AE (var)
2 2
CallLoan 075 | -066 o014 | o135 | 529 | 49 0,00+ | 0.00%+ ;h' oos ;h' o9
CallMoney .032 .026 1.22 0.22 Ct= 3 MEHAE(VIF)
_cons -.002 011 -0.22 | -0.40 0.82 | 0.69 3.90 ‘ 1.06

1y ROFE e 5% HGFE * 0% FISE
FARN Akt 937 ed olEuFe] AYFES AP o] WY
=
h

- bl
231 7bg AT Fo] WA YeE AT BAAKE Y ADHYFRE 7
A7l AA Qe AsbhAel e dek] Brke edld AR ARE B+

31) HO = homoskedasticity Ha = unresticted heteroskedasticity, ch’ 0.08/p 0.005
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A S NG B9 WA UE S GRS TS AR, of Aok sy
& A9E PAtE Z15] WAW, TE LRI drhe FAEQ19)) 43S A

lo}L Az B4 ok

3. A2 FeluddFol 2HufEoll ojx= g

3.1 23
2 F7lede 93 we dgdsad dazeqs) deltugnel 7
o) = o

‘C =
g A e P P
t}. o] EH|F(Eamed Surplus Reserve)e m| Z4l7]9] o] F& Yoz sl WY
To|th3) FJAte] ol ARRde g ARE FFoA wEd = ek SRRt o]
8-S st e A5k FHuEY Arole ool ARE FEHA Kot oldErlE
o AP PAA Sk SYUFRE I%A Y] JYVEL weise] BoiYY
=, desdsE, 28, SrUE 236t @9 2ol g ARA S Aldth

Yy, =0+ B Xy + 0o Xy +-- 4 5, X, + € )

)(n,k =1 7E(€nk‘$nk) :07 UaT‘(GnkL’an) :(727 Cov(enk,en*—lk) =0 nk#= (TL +1k)

AZIA v, = B GATE, X, X, X, = AHESF = adY

i)

23} Bel ol FAROR Felshl o] FuFE ST Aol 9%
£ A d@Agel FAxae Auot 22 gy eds ddAde 999
1gEl 5 9eg elnlak Aol

SH A58t 2 Al40%0l whet =AY o] BAlo] wigEwnitt oA o R
Aystoiol st oYY F(Eamed SR)& TEHHTE dta, SHWSQ DerOff Bal, KRW
3N EA S TPtk

=
(W/$), CallLoan, CallMoneyE X33t < 8>3 Zo| t}53]

(E 8) 3|7=4 Zat (F1d3)

M1: F( 4, 66) 715.96
SS df MS Obs. 71
Source M2: F(3, 67) 910.68
M1 M2 M1 M2 M1 M 2 M1 M2
Model 6.67 6.665 4 3 1.668 2.2216 | R-squared 0.97 0.97
Residual 1538 1623 66 67 .0023 .00242 | Adj R—squared 0.97 0.97

32) 3 AdssEE AL AR oldFS MRT A ARF 12 £ olSuA W
el 110°]9<) ol zeisel A4S e siek ooz 498 eAgE 795
e WAz st ede ARFel ALFe Fol B WA AN Folo 3 WYY
dubc <zolelel 10100 oS A Holot Bk
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Total 6827 | 6.827 70 70 | 0023 | 09753 | Root MSE 048 ‘ 049
Earned SR Coef. Std. Err. t P>t S E2AEH A E(cov)

_ chi? 7.01 chi? 14.12
Der Off-Ball | 480 | .5261 025 | 0100 | 1862 s214 | 000w | 00w | 007, | T G002
KRW(W/S) 533 | -6190 138 | 1340 | -384 462 | 0000+ | 0.000 S S A A E(var)

2 2

CallLoan 028 | 0359 007 | 0071 | 365 502 | 000 | 000 ;h' 008 ;h' 906
CallMoney 026 013 1.92 0,05 CHE 2 ME|AEVIF)
_cons 003 003 005 | 0060 | 056 057 | 0576 413 ‘ 1.06

1% FelFE 5% FEFE K 10% FElFE

2§ JET VIFE 41302 thE3Ae] &
27} 9, FEA M E 2ZEH A9 White 354 B|~Ed X HOZL 712 ATt EA 8
AZ 8 FelFFo] AA o2 v CallMoneyE Al 2lste] 3]AEA S A=A 1L, M
o] A7t E&H A 2] A
HRFES SAAT t 2 v
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<Abstract>

A Study on Spillover Effect of Global FX Fixing
Manipulation to the Korean Currency &
Foreign Bank’s Dividends

Young Sook Suhx

The purpose of this paper is to examine the spillover effect of global big banks’ FX fixing
manipulation to the Korean currency by using the London 4pm fix. Various foreign banks’ B/A
accounts were analyzed with actual variables such as off-balance positions and earned surplus
reserves by taking into account USD/EUR FX rates (London) as well as KRW/USD FX rates
(Seoul) from the Reuters system. The result demonstrated the Korean currency appreciated as a
result of USD/EUR manipulation at the 1% significance level. Such result explains that the WM/R
Fix manipulation influencies the Korean foreign-exchange market. The decrease in KRW/USD
rates, the evidence of the spillover effect, increased off-balance positions of foreign banks which
are statistically significant. In turn, the off-balance accounts consisting of FX derivatives with
leverage effects raised the earned surplus reserves at the 1% significance level. The earned surplus
reserve is an item reported on the capital side of the B/S. Based on the fact that an increase in
off-balance FX derivatives raises the level of earned surplus reserves, it can be inferred that
dividends of foreign banks may have been generated from the off-balance transaction profits. The
earned surplus reserve is a statutory reserve regulated by the Korean Commercial Law (Article
458) and the Banking Law (Article 40). If foreign banks’ earned surplus reserves rise due to an
in crease in derivatives transactions upon the appreciation of the Korean currency, it is clear that
foreign banks’ dividends are not irrelevant to a drop in the KRW/USD rate being traded as a
cross currency in the foreign-exchange market. Therefore, the London 4pm fix acts as a factor

in increasing the value of Korean Won which leads to creation foreign banks’ dividends.

In terms of global currency manipulation, the supervisory authorities in the US and UK
disclosed a series of reports regarding FX dealers’ closing price manipulation in global giant
banks. These reports revealed closing prices in the economic context: Closing prices are indicators
to make value assessments on currency derivatives inclusive of future, forwards, swaps, and
options. Currencies are usually traded in OTC markets. In the global foreign exchange markets

* Standard Chartered Bank Korea, email: youngscfl@gmail.com
** It is to declare that the opinion in this study is not related to the organization where the

author belongs to. The opinion is author’s own idea.

_25_



where transactions take place 24 hours, not only the country in which the currency was
maneuvered but also countries that adopt the manpulated currency as the benchmark rate are likely
to be affected by such manipulation. According to Yoo& Choi(2009), interconnection between
financial markets is increasing in the wake of several financial crisis and the spillover effect of
fluctuation in overseas markets to the local financial market will continue to last longer and
change the way of affecting the local market. The USD/EUR exchange rate in the London markets
is reflected into the KRW/USD rate as it acts a medium for dealers when connecting the financial
markets. The implies that the global currency manipulation is not just simply affecting the country
where the currency has been manipulated but also a number of currencies based on the US dollar

around the world.

Keywords: FX-manipulation, moral hazard, off balance, foreign banks, cartel
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