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ABSTRACT

This paper studies the effects of the special surcharge on deposits,
proposed as a plan to finance the costs of restructuring Korean corporate
and financial sectors. Specifically, the study analyzes the change in the
autonomous behavior of economic agents in terms of cost transfer and
substitution effects. Given the result that the growth rate of deposits does
not respond to the change of interest rates so much as that of loans,
financial institutions have more incentive to transfer the costs incurred by
the special surcharge to depositors. This paper also reports that the portfolio
of households show a noteworthy feature that insured deposits have a
relatively small portion in terms of total assets for high-asset class
households, whereas most assets for low-asset class households are subject

to the special surcharge.
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