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Integration of Financial Regulatory System

Sunseop Jung

ABSTRACT

Financial regulatory system can perform its purpose and function when it correctly
reflects the structure and reality of the financial markets.  Traditionally, financial
regulatory system has been established on the basis of strict differentiation of three
financial sectors including banking, securities and insurance. However, at least since
the late 1970s, financial markets have undergone revolutionary changes termed as
liberalization, deregulation, and globalization.  These structural changes blurred the
differences between financial sectors. These changes, often referred to as the
‘integration of financial markets’, eliminated the feasibility and reality of financial
regulatory paradigm based on the product definition and institutional features. In
response, some countries including the UK and Australia reshuffled and integrated their

financial regulatory system and principles.

Korea had already established the integrated financial services regulator, the first
phase of the integration of financial regulatory system. However, there is no
substantial discussion on the integration of the regulatory principles. Such lack of
heated discussion can be a result of ‘not fully integrated financial markets’, but the
financial regulatory reform can encourage more innovative and revolutionary
development of financial markets. In addition, as shown in the debate on the
jurisdiction of securities futures, there are many arguments against the integration of

financial markets and regulatory system.

At first, this article broadly overviews the current situation of the integration of
financial markets and regulatory system, centering on the reform acts made in the UK
and Australia. In conclusion, the Korean financial market also started its course of

integration. There arise regulatory failures, which affect the establishment of efficient



and equal markets. Such failures mostly stem from the gap between the rapid market
development and legal or regulatory response. The integration of financial regulation
can mitigate such risks and end the cost—intensive and time—consuming debates on

the regulatory and market structure.
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21) Commonwealth of Australia, Corporate Law Economic Reform Program, 1997, Financial
Markets and Investment Products(Proposals for Reform: Paper No. 6, Canberra: Australian
Government Publishing Service), pp. 29-30(Robert C. Merton, Financial Innovation and the
Management and Regulation of Financial Institutions(NBER Working Paper No. 5096, April 1995)<
¢18).
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op. cit., p. 151 F=.

_13_



Lo

2,
N

e

iy
9

Mmoo T2 QN

ro Q0 & opZ

2 A BA ] 2 SAA A AAL A skt A A
At el QoA kiRl el S
X% g vk AA, Bl ks F

o o Lo
1o,

o

27 ad, Fae) TaHd Ay 9%

BEAQ AAZE 7heeAl Ev Al =

A s
H 1 [e}
Z]

gk

qr 3L 2 ox o
Ein)

)
i)
ajl
oo
ox
i
-3
b
=i
X
e
£ Hdo 4y >

b 2

>

~

o

B30 AR5 AAsIT 8
g AL LSRR 2ol A Ro] AEd AF
ok YA, 7)Ee] Fde dEel didl F A
a7 %*é(comparablhty)i SUHAA i FEEANAE B 5 AEe ofx
AA] o2 FEAGY ZAEE A 5 9

2,
o
2
o
P
ol S
=
%
o
0
=
o,
n
=
tlo
o i
DY

o
m o &2
>

3. emh#H —ibe KX F6
(L E =

=% ol 22 faldin el BEEbs V1= Lun/Many #a e dAE 9
5‘] =l wolal glew, Gl sl deudde] A& a-etal glvk 27 A
2 deuddS dgsts Aol —miy/pkaen el &Rl el #ia el gk M
TAY tsozA e gEpiHel —oft’'s AA, BElERY @S dnlste BT R
of —rfbet =4, T84 B L il tig - BB LS ovlshe B
el —ifbz vrol & 4 Sk

(2) #HHERe —xit

1) —mfke BEx

SRl gl Aol A 4% (institutional structure of financial regulation): @S =
o=

ol % 9 A 3B Wat AozA easMe] KRS olnat old mal il
o AR JFE} e s BN SAHY el SRty 2 & oo m
BA, mAEERe ks 92402 BAg AVl FEAGAA AdEHE vE B
§455} T8/ % ATFAE TUE RE AP G AR FAE AL
oty 2 1 pAAel Feeh A zwe] FgAge] Wl dueh AAHA-Ea
4 @ A8)A jolo] we n}o a A FRE At

Tgelm A wENE £ %ﬂ, g o T A o

s A% TR mt =0
EBEE Aol ghsto] B R
A1) BllgE Rel —itfbe 19804
ZhEloem 24) 1 % 1990 $-

—lﬂ

23) Kenneth Kaoma Mwenda and Alex Fleming(2001), “International Developments in the
Organisational Structure of Financial Services Supervision: Part 1,” 16 Journal of
International Banking Law 291, 292 Table 2.
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Supervision: Lessons from Northern European Experience(Policy Research Working Paper 2223,
Washington D.C., The World Bank, 1999);
Lessons of Scandinavian Experience,” 36(4) Finance & Development, pp. 42-45 #=%.
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o]2t}. Mwenda and Fleming, op. cit., p. 292, Table 2. ZFa-o] LhhBikead A= Neil
Courtis ed.(2001), How Countries Supervise Their Banks, Insurers and Securities Markets 2002
(London: Central Banking Publications)oll “FA3] A ¥ Aok, Z=ro] FFAAZITFES MAM
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M AT, Jeffrey Carmichael(2001), “Experiences with Integrated Regulation,” APRA Insight

1st Quarter 3.

26) Mwenda and Fleming, ibid.
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S AkS 7V x=2 3 AolAr}. Courtis ed., op. cit., p. 221.
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(Cth)9} Australian Securities and Investment Commission Act 2001(Cth)eo]t}.
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Financial Institutions Law, 5th ed.(Lawbook Co., 2001), Ch. 1 #=Z. ‘Twin Peaks’ @& &9
Al &A= Michael Taylor, Twin Peaks: A Regulatory Structure for the New Century

(London: Center for the Study of Financial Innovation, 1995) Z+=.
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