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A Study on the Indirect Investment Asset Management Business Act

Sung Keun—0

ABSTRACT

Until the end of 2003, asset management activities in Korea in sectors such as stock
brokerage, trust funds, and insurance were in general regulated through the internal
rules set by the industrial associations of each of these sectors, thereby ruling out any
possibility of government intervention.

It turned out, however, that this free market approach resulted in the issue of
unfairness among different financial industries and also was cited as one of the major
elements discouraging foreign investment in Korea? financial industry. This was
because the system was not able to embrace the new investment opportunities or
sectors that were emerging with the development of Korea? financial industry.

It was within this context that the Indirect Investment Asset Management Business
Act was legislated and became effective as of January 2004. The intent of the law is
to regulate the various business activities of different sectors of Korea? financial
industry in a more coordinated and equal way by placing numerous indirect investment
firms under the single legal concept of an indirect investment organization. Also by
integrating all related laws and rules into a single law so that those different sectors
are all treated equally by the law it is hoped that confidence and trust will eventually
be regained from foreign and domestic investors.

In this regard, the law reinforced a number of safety devices for investors and also



improved greatly the issue of asset management regulation by widening the concept of
asset management to include more investment asset items. It is hoped that the law
will reinvigorate the entire asset management industry in Korea.

This research lists the major points of the new law as a functional law that integrates
all the previous related laws and examines a number of possible implementation and
legal issues. Part II discusses in general the ways that asset management firms in
Korea are regulated. Part III looks at actual regulatory practices on different
management activities with respect to indirect asset management. Part IV reviews
special rules supported by related laws that apply to financial institutions. Part V
looks at rather unique indirect asset management organizations. Part VI suggests as

the conclusion of this study a number of issues and possible solutions.
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