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5) KIKO= EY=o] 7]%3F 3A43%(Forward Based Derivatives Products)?] dEo|th(E Y=o 7]x3 3}
Ao A= Willa E. Gibson, [navestors, Look Before You Leap: The Suitability Doctrine Is Not
Suitable for OTC Derivatives Dealers, 29 Loy. U. Chi. L. J. 527, 533 (1998).

6) KIKOE 1143} - iFsteo] dss BikEmmts 22, do4 - 3t53 (Customizing) Aloks B
gt} AA el A dhEo] dAl WA FAL dide] Hi gl KIKO Aleke] 4347t $lollA Ade
Zo|u}, o]& AZIAE(zero cost) TERE TE7| AdA FARE Fx9] Aok AAH Aot} & &
147t 123] 97171 =88t KIKOA A w717 o2 12719 EF-A3 w77 g2 127019 34 5 24
Ml 57t dekar apa) o] A9 24719 FHL BF JHEAH R JpX] B} oozl T1g] 7
7RI Q= 12709] E5Ae] 7R &do] 7R Sl 12709 EFRA S THA o] dXEHA EW &3]
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7) 2HzE e, YR AFY WEA AW FEWE3] 2009.5.23. A LEAs F 6-8W

8) Barrier options pay off if an asset reaches a certain price. Knock-in options are created with
predetermined characteristics when the underlying reaches a certain price. Knock-out options are
options that terminate if the underlying reaches a certain price. Since the option ceases to exist,
there is no payoff even if the price moves back within the knock—out barrier before the original
expiration. Thus, an option with a knock-out barrier has a maximum specified value and payoff.

9) WA} 128k B 500989 GHiA] FEUES TS o] e el v s 9= St

o 1
& ko
oy ©

o
n



N 5 X 3 X OBFE W oo o o s
A o < I
9N Wo T o I m ~0 v 9
o N on W o XT ol o 7 il
< W oo e m Moo <3 B oo
%Vﬁﬂ(muouﬂ%ﬂﬂ% IS
— 0 ~ ~—~ ) I~y
Ta N men® Ty T o
n- o B A BO T N W — TR
oo MW E N g ® 3
X —= ~ Moo
R - ) o
Eadkpanswd p % T
N o o Wy < w
ﬂ%ﬂﬂ@ﬂnﬁﬂ,%g. T T
T T oy o omom oo D SN
R ,|o| X W o ol MI < o wlr o o o
LWy KKl 5
3 _/L OWE s 73 < = A O#E
TR om T X Mo oo & ° zm
To = = B o P O
~X X . 9 o o T " e o) :.L ™ ~
?%moﬂbﬂmruf_g}u%&
= <0 o N n - — o)
W ooy & PR o g oo
ol o o A o 8
i) o o of o = M I=
op o N T A T Ay N
nlE H m rlA_l ﬂd ol ~X e E T o iL
™ ®° e WO T o
7] oA TN a NS =z oF T
e AP W BRT N o
2 om o — = oy oo opk =
T Ay AT X o R ol
= N W & .o M T o) 0 i
N Aoy - n IR S
g B2 on o Mo o XN W oo
A HM - mm o W T s 5 T
T ) — 0
g BE LD xEe R 9 & T o
B K ~K T NN ol I — by -
W W oo B o g ﬁ o N W oW
W QB WO F w P S
moe X E g R 0y M L T N fn oo N
TpPTETFT Exrr T Lh o
H N & g5 o S T & ~ 2 rfa

A
=

0]
T

1.

=

AT

ool wheha WS v,

Wel A
A AL A v

[e)

R

-

-

T
a

o] =7

}

°
pal

o

[e)

12

R

H
<= A HdzEte ol o

b el Selo] of,

[e}
2o A Fatoof FtER Ao FIIR 5009HES AR wiEste]ol de By

[}

olu)= F=l(return)©] o}

L
L

]

ge Fg7193e BAA wde

o

T
A A A,

10) B2olet

|

-

A =™ 1,0009HE

[e]

J o
=
2 2},

VS

R ol B
(2) A=71%19]

100%



I AA

1

b et 4

°©

=
=

S REC]

=4

1 &l A1 A 2

&

1

T

3
CRd!
) Ao ek ol st

o]

Ho

el
Br
oo

Hip

wAO

HA = <] sh]

S

=

59 o

M= 71

a2y = 7kxb

247} org SE

T

1

ol b= Aoleh 7oA

Q]
=

}

= o Z(random)

S

al

§A #t<d 8| ] (natural hedge)7}

3

°of 2

HE

)

share]

qo] A5 7 dAF el

shortfal)7} ¢4 714 9]

574917 (cash

ol A

1t

A

e

FAI R 77

[e}
(bankruptcy risk)<S

o,

Aalo] ol obd FE AUl ol

-
T

A 23] A

l

S

71 <

°©

)

JREEE

Szl ZIdEol =AkE Al HAY Ay

of WAL R2e A

3

ke
=

‘<|),’|

ste] B HoR ¥

23E a1y

7] ol A 9]

o] CaR(Cash flow at Risk)°|t}.
o]~ 3 g Adejo]lnz o] A}

A
2o
=

=




L 7FA 2 A7 g 2 #2429 A0

L 19X 2 g]nkel] o) gk Aloke] s%] <1A)13)
(1) KIKO AleFe] oFA
1) &A1 &4

KIKOA Fo] oA k1A of Fofl tar]= oFao] iAo #gh HE(o]a} “oFt
A A2z ALFD A A8t = FRAA] AFRTE FA7F HATh iyt
st KIKO Al%Fzxde duj2afo] aAHR /g or A2Enbo] =(customize)
shlthal st AARE EEstE AR E A}&o}&l WA HE 5 AdF-E Al
oletar= A9 diEi Ol AHL H%%‘—Wl%ﬂé%ﬂw

=o57] el A7

= o
jQ, ol
Ao L H
oy
o =
olr A
- O,
o
oy
= =
é ﬂ
_t_4
_1
é
N
N
i,
0
K
ol
o
o
als
12
£,
o,

MasdAdeds 2008.12.30.4F A4 Rds FEAHCR AT
MeTdATHAE KIKO Alr2d AA7F ofwtoletar & 4= iAW Aleke] 7]
S E7E Sl thare] Vgt Aleks AAsy] fske] dAw FAjel ofste] vl
? vhds) w2 AR IR & 5 glo] folsta st 10

(2) Aol g slurel] o7 A oA
Mol B
WA KIKO A Wtz T5e2 agstel /gow shold Aokl e
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26) A=A 2009.4.24. A3 1071 20097F82022 A, 2009748242474, 2009718393 2 A (o] 4
gReleAA); 20097F4207274, 20097211274, 200974821344, 2009713622474, 2009715042
Xé, 2009748511274 (013 7122 A).

27) ‘know your customer rule’o]@til® ¥ AFHoR o] YAL w|Fo|A AFAH A3 (National
Association of Securities Dealers)(1939)4 7+&-35H A 2WNew York Stock Exchange)(1909)¢} 22 =}
A7 BelEH oz wAsteIgty. Lewis D. Lowenfels & Alan R. Bromberg, “Suitability in
Securities Transaction,” 54 Bus. Law. 1557 (1999), pp. 1558-73.
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AEnEYAL AR AN qol ARAZA WARI 1A Fe A
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Economic Implications of KIKO Decisions and its Development

Sung Jai Choi
Professor at Kyungpook National University

Ph.D at Law & Attorney at Law

KIKO has been one of the key words in Korea when the global financial
crisis hit world economy. During the turmoil, a number of Korean midium
and small sized companies were in trouble due to the KIKO contract mostly
with the banks with long—term relationship.

The unexpected exchange rate both for banks and companies makes them
to sit in the bench of the court and battlefield was shifted from the
manufacturing site to court not knowing what will happen to their destiny.
From the Court's point of view, they did not have any other choices but to
consider the national economy to a certain degree. The first decision
rendered in Dec. 30 2008 by central district court can be understood with
those factors which can never be controlled by the people in the courtroom.

The arguing points were moved since then. Firstly the intrinsic volatility
and the possibility to negate the contract by means of unexpected change of
the financial circumstances. Next arguing point was that the suitability rule
for the sake of terminating the KIKO contract is relevant. Central district
court allowed in a sense, but Seoul High Court did not allow the injunctive
relief in violation of the suitability rule. Damage claim will be the main
1ssues of the KIKO cases in the coming future. Can the violation of
suitability rule allow the damage claim as a remedy for it will be a focal
point in the series of this sort of cases. Final decision will be varied due to
difference of the fact patterns, however, the rationale will make a significant

impact to newly enacted Financial Market and Investment Act.

Key Words Derivatives, KIKO(Knock-in & Knock-out) structure, Injunctive
relief, Suitability Rule, toxic financial product, Financial Market and

Investment Act
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