For Release at 19:00 on November 17, 2009
Korean G-20 Leadership
Dinner Speech

Towards a New Financial Order

Tuesday, November 17, 2009
Mugunghwa Hall
Sheraton Grande Walkerhill Hotel

DONG-SOO CHIN
CHAIRMAN
Financial Services Commission
The speech transcript below is provided for the convenience of the
press. Please bear in mind that there may be slight discrepancies with
the actual contents

Ⅰ. Greetings
Good evening, ladies and gentlemen!
Let me first thank
Mr. Tae-Joon Kim, President of
the Korea Institute of Finance (KIF), and
Mr. Charles Dallara, Managing Director of
the Institute of International Finance (IIF),
for inviting me to this event.
I also would like to welcome
Mr. Angel Gurria, Secretary-General of the OECD,
Mr. Justin Yifu Lin, Senior Vice President of the World Bank,
Mr. Svein Andresen, Secretary-General of the FSB,
and all the distinguished guests.
When the global financial crisis erupted last year,
financial markets worldwide were shaken badly.
And we were more or less forced to navigate through
uncharted waters without a compass.
Indeed, it was a time when we didn’t know where we
were going or what the final destination would be.
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Fortunately, there appears to be light at the end of the
seemingly endless, dark tunnel of this financial crisis.
This can above all be attributed to the active policy
coordination of the G-20.
However, this is merely the start of its crucial role.
As we look forward, the G-20 must continue to boldly
address the issues and tasks facing the global economy.
At such a critical moment, I think it is a great honor that
Korea was selected to host next year’s G-20 summit.
Ⅱ. Constructing a Post-Crisis Financial System
Today, I shall give some brief remarks on global financial
reform, which will be on the main agenda of the G-20.
Before the crisis, financial markets were plagued by
excessive risk-taking under the assumption that the
‘market is always right’.
We lost sight of fundamental principles such as the
trade-off between risk and return.
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And our appetite for leverage seemed to have no limits.
Decades of relentless financial innovation alongside
stable economic growth provided legitimacy for such an
approach.
But this crisis is demonstrating yet again that the financial
industry must be developed under an appropriate
regulatory framework.
We are now all well aware that, unlike other industries,
the financial sector contains systemic externalities.
And this systemic risk has become even more potent
due to the complex and interconnected global financial
system we have today.
Unfortunately, regulators were not sufficiently ready for
this when the latest crisis broke out.
Now, the international community must build a new
financial system that doesn’t tolerate reckless leverage
or excessive risk-taking.
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Further, regulatory authorities must keep better track of
systemic risk and be given the capacity and means of
controlling it.
Thankfully, the work of reforming the financial system
is being carried out now at the global level, centered on
the G-20 and the FSB.
As a host nation for the next year’s G-20 summit, Korea
is actively taking part in these efforts.
And if the international community succeeds, then I
fully believe we will win back trust in the global
financial system.
Unfortunately, most issues under discussion at present
are more of interest to the advanced markets.
As of yet, emerging markets are not able to have their
voices heard loudly enough.
One issue of particular concern is that foreign currency
liquidity problems can create systemic risk in emerging
economies.
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Korea and other emerging markets went through much
hardship during the crisis as a result of this.
Without alternative mechanisms in place, emerging
economies are forced to build up their foreign reserves,
which can worsen global imbalances.
So clearly, this calls for solutions at the global level.
In this respect, our government has continuously brought
up the necessity of introducing stability mechanisms for
emerging market currencies.
And we welcome the global consensus that has emerged
at the G-20 and the FSB towards making diverse efforts
on this.
We will continue to call on the international community,
including the IMF and the World Bank, to consider the
concerns of emerging economies.
Ladies and gentlemen!
History tells us that crises keep occurring.
And each time they do, they spur momentum for reform.
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Yet this initial embrace of change too often loses steam
soon after.
But this crisis has hit us particularly hard, and I expect
all nations to be sincerely committed to financial system
reform.
At the same time, however, we must watch out that
regulatory tightening is not excessive so that healthy
innovation can be accomplished.
In this respect, we will have to deliberately work on
constructing an optimal system for balancing innovation
with stability.
Ⅲ. Concluding Remarks
Ladies and gentlemen!
As the Pittsburgh summit made clear, the era of
irresponsibility is coming to an end.
This leaves us at a critical crossroads, as we embark on
a series of reforms to meet the demands of the 21st
century global economy.
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In this regard, Korea must take on responsibility as well.
We will play an active part in furthering international
cooperation and discussion on post-crisis global
financial reform.
Because of a financial crisis a decade earlier, Korea
went through economic hardship now being felt by the
major countries.
We too had to carry out comprehensive financial reform
in order to overcome that crisis.
Now, Korea looks forward to sharing its experience with
the rest of the world and adding momentum to efforts
under way to build a new international financial order.
I would like to close by expressing my hope that today's
gathering serves as a meaningful occasion for all of you.
I hope you enjoy your dinner.
Have a pleasant evening.
Thank you.
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