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Enhancing the Profitability of Domestic Banks

(Sang-Kyung Lee*, Su-yong Park**)
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Abstract

The study examines the current situations of bank industry whose profitability has been
worse recently, finds out the causes of the reduced bank profits, and presents ways to solve
the problem. The ways to strengthen the profitability are as follows:First, the expansion of
business area is needed. It is necessary to expand business that will create new profits
through M&A between the bank and other industries. Second, reorganization for the
high-value business is needed. The bank should no longer depend on the profits by deposits
and loans, but develop high-value business area for high profitability. The bank business
strategy needs to focus on the long-term profitability, not the short-term one. Third, the
structure of bank needs to be slimmed. Slimming the structure should be based on the
efficiency of business for the future, not for a short-sighted profitability. Fourth, the interest
rates of deposits and loans need to be differentiated. The bank profitability can be enhanced
by promoting deposits and loans which reflect low risk and high profitability. Fifth and lastly,
advancing to abroad needs to be revitalized. Securing the oversea’s bank markets can play a key

role in strengthening the profitability of banks in the future.
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