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Bilateral Local Currency Swap Agreement with the Bank 
of Korea 

23.02.2014 / Today, the Reserve Bank of Australia signed 
a bilateral local currency swap agreement with the Bank 
of Korea. The agreement allows for the exchange of local 
currencies between the two central banks of up to A$5 
billion or KRW 5 trillion. The effective period of the 
facility will be three years, and could be extended by 
mutual consent of both sides. 

This agreement is designed to promote bilateral trade for 
the economic development of the two countries. In par-
ticular, the agreement will ensure that trade between the 
two countries can continue to be settled in local currency 
even in times of financial stress. The agreement can also 
be used for other, mutually agreed, purposes. 

 This agreement was signed today by Governor Choong-
soo Kim and Governor Glenn Stevens in Sydney. 

source: RBA

HOW CAN THE SNB SUPPLY FOREIGN 
MONEY MARKETS WITH SWISS FRANCS 
THROUGH FOREIGN EXCHANGE SWAPS 
WITH OTHER CENTRAL BANKS?

The aim is to eliminate a Swiss franc shortage on 
the part of foreign banks which do not have direct 
access to the SNB’s money market transactions. 
For this purpose, the SNB provides foreign central 
banks with Swiss francs through foreign exchange 
swap arrangements. They can then pass these on to 
commercial banks in their area of influence, as re-
quired. As collateral for providing Swiss francs, the 
SNB generally accepts foreign currencies from the 
central bank in question or, when necessary, other 
securities. These foreign exchange swaps increase 
Swiss franc liquidity and therefore have a mon-
etary policy impact; at the same time they help to 
counter tension on the financial markets.
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Currency Swaps play an important role in smoothing currency volatility and therefore lowering uncertain-
ity and thus reducing the cost of doing international business. The central banks enter into Swap agreements 
which in turn permit their commercial banks to have recourse to liquidity even in times of financial distress. 
Considering the Emerging Markets tension of late, the move by the Reserve Bank of Australia to enter a bilat-
eral local currency swap agreement with the Bank of Korea is positive sign for trade between the two countries 
ties. The Swiss National Bank had concluded similiar agreements when the Swiss France was most sought after 
as a safen haven asset.


