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Economic situation
> Real economic growth of 3.1 %

South Korea is changing with the times
and has evolved since the Korean War
in 1953 from a largely agrarian nation
to a highly industrialised country that is
currently at the forefront of the world
in terms of innovation technologies.
Although the Republic of Korea was
not entirely spared the effects of the
Covid-19-pandemic, the country is in a
recovery phase. With a projected real
economic growth of 3.1 % in 2021,
South Korea is the first OECD count-
ry to reach pre-pandemic economic
levels.

In contrast, South Korea has the hig-
hest unemployment rate since the be-
ginning of the new millennium at 4 %
and is also struggling with a 5 % decline
in private consumption, which goes
hand in hand with the largest consump-
tion deficit since the late

1990s. As a result, the key interest
rate was cut to a historic low of
0.5 %, which is expected to be maintai-
ned until the end of 2021. The hoped-
for increase in consumption of +2.8 %,
which was set by public incentives, was
already corrected downwards in the
first quarter. It can be assumed that the
slow recovery of the labour market and
weak wage growth will continue to
dampen the increase in private con-
sumption.

Furthermore, an inflation rate of
1.5 % is expected for 2021, which is
due to the forecasted increase in priva-
te consumption and rising food prices.
In addition, rising input factor prices,
such as commodity prices and de-
mand-driven increases in freight costs,
are contributing to higher inflation.

Technology as the key to success

>Tracking and monitoring system as an active pandemic strategy

In general, South Korea has a compara-
tively good grip on the pandemic and is
one of the pioneers in terms of pande-
mic containment with its active pan-
demic control strategy. Successes,
such as the prevention of a nationwide
lockdown, are attributed to short go-
vernment response times, a high level
of compliance among the population,
strict entry and exit regulations, and
the use of digital data. In particular,
digital infrastructure, in the form of ef-

fective tracking and monitoring
systems, is South Korea’s approach to
pandemic management. Measures
such as entry logs, camera surveillance
and mobile phone tracking have been
made possible by special regulations,
which are strictly enforced in case of
refusal. The otherwise EU-like data
protection regulations were thus lifted
due to the pandemic.

The IT sector, in particular the semi-
conductor market, can be named as
the nation’s current flagship. The glo-
bal demand for semiconductors has
experienced a strong upswing due to
changes in professional and working
life. With a projected 10 % increase in
the international semiconductor
market, South Korea will continue to
benefit and expand its dominant posi-
tion in the future.

South Korea’s economy on
track for growth: first
OECD country at pre-
pandemic level.

Summary:

* Country in recovery phase,
expected economic growth of 3.1 %

* "Korean New Deal* as a measure
for economic stabilisation

* South Korea first OECD country to
reach pre-pandemic economic level

* Semiconductor market as decisive
contribution to the revitalisation of
the country

* Tracking and monitoring as an
approach to pandemic control
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>With innovation into the new age

Apart from the technology-based pan-
demic control strategy, the country’s
affinity for technology and innovation
is reflected in the ”Korean New
Deal®, among other things.

Here, innovations as well as future in-
dustries are supported and promoted

by the state. In addition to advancing
progress in the country, this deal not
only attempts to stabilise challenges
such as the highest unemployment
rate, but also to increase international
competitiveness in the production sec-
tor.

With achievements in the field of ur-
ban air mobility and the expansion of
the hydrogen infrastructure, South Ko-
rea is once again proving that it is right
to be at the forefront of innovation.

Key economic figures 2019 2020 2021 2022*
Nominal GDP in billions of USD 1,647 1,621 1,793 1,877
GDP/capita at purchasing power parity in USD 44,427 44,807 46,919 49,062
Population in millions 51.2 51.3 513 51.3
Real economic growth in % 20 -0.9 3.1 2.7
Inflation rate (in %) 0.7 0.5 1.5 17
Unemployment rate in % 38 38 38 3.6
Exchange rate of the national currency

KRW to EUR; 100 KRW = in EUR 0.078 0.074 0.075 n.s.
Country’s exports of goods in billions of USD 561.9 521.5 590.6 613.9
Country’s imports of goods in billions of USD 485.1 4421 496.9 525.6

* Forecast; Source: WKO, April 2021

Exports/Imports

The Republic of Korea’s most important trading partner remains China, with an export share of 25.8 %. The EU ranks third with
10.1 %. Semiconductors, vehicles and petrochemical products are the most important trade goods.

Top 5 Exported goods

Machines, devices _ 13.1
Tractors, motor vehides :I:D 116
Mineral fuels 7.8
Plastics and articles thereof 6.0

Source: WKO, Linderprofil 2021; 2019 in %

Electronical machines

Tractors, motor vehides

Iron and steel

Economic relations with Austria

After China and Japan, South Korea is
considered Austria’s third-largest Asian
trade and export partner and continues
to offer numerous opportunities in the
future due to its still rising standard of

living. These open up in particular in
the consumer goods sector, as quality
products continue to be in demand and
"made in Austria“ is highly valued. Pro-
mising business opportunities for Aus-

Top 5 Imported goods

33

3.1

trian niche and quality suppliers are
also offered by future-oriented sectors
such as smart Factories, new transport
solutions, but also environmental
technologies and renewable energies.
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>Imports to Austria

In 2020, Austria recorded an increase of +7.4 % in imports from South Korea. Road vehicles as well as electronic machinery and
apparatus, each accounting for around 27 % of goods imports, occupy a priority position.

>Exports from Austria

Imports of goods 2020: +7.4 %

Road vehicles are also predominant in exports, with a 27.9 % share. Electric vehicles in particular are among the winners of this
pandemic with an export increase of 65.9 %. In addition, machinery, whether power, labour or electric, are among the top ex-
ports. Together, these take a share of 30.7 %. In 2020, the export ratio is slightly down compared to the previous year, but is

subject to an overall growth trend in view of the last few years.

Economic relations 2020

Austria and Germany

Exports of goods 2020: -3.3 %

2019  Change compared to

previous year in %

Austrian exports of goods in EUR million 1,142 1,181 -3.3
Austrian imports of goods in EUR million 813.6 757.3 +74
Austrian exports of services in EUR million 207 166 +24.7*
Austrian imports of services in EUR million 678 72 +15.3*
German imports in EUR million 11,300 12,000 -5.8
German exports in EUR million 17,800 17,300 +2.9

Source: Wirtschaftsbericht WKO and Germany Trade & Invest
*own calculation

South Korea's foreign trade

Trade with Austria

17,800
+2.9 %1t

814

-3.3% | +7.5% 1

Balance: -328

2020, change YOY, in EUR million
Imports, exports and balance from South Korea’s perspective; own presentation

Assessment of the business environment

South Korea

Trade with Germany

Balance: -6,500

Current rankings of Oberbank regions
in the Ease of Doing Business Index:

Ease of Doing Business 2020 Rank 5 out of 190 countries Germany 22
Global Competitiveness Index 2019 Rank 13 out of 141 countries ~ Austria 27
Corruption Perceptions Index 2020 Rank 33 out of 180 countries ~ Czech Republic 41
Rule of Law Index (World Justice Project) 2020 Rank 17 out of 128 countries ~ Slovakia n.s.
Most important goods export market AT/DE 2020  Rank 22 /Rank 18 Hungary 5
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The Ease of Doing Business Index is
considered the world’s best-known
and most comprehensive study of busi-
ness friendliness and business regulati-
on in national economies. South Korea
is currently ranked 5th in the world,
making it one of the top countries. In
comparison, Austria is in 27th place.

Rating South Korea

> Non-investment grade

This index influences large companies
as well as business decisions. As a re-
sult, many governments are seeking
reforms to improve their country ran-
king.

The ranking of the Global Competiti-
veness Index refers to the year 2019.
The turbulent developments of the Co-

Agency Rating Outlook Date

Fitch AA- Stable 6 October 2020
S&P AA Stable 7 August 2016
Moody’s Aa2 Stable 12 May 2020

South Korea is grappling with challen-
ges related to demographic ageing,
moderate manufacturing growth as
well as geopolitical risks related to the
neighbouring country of North Korea.

Nevertheless, Fitch justifies the current
Double A rating by emphasising the ro-
bust policy responses to the Covid-
19-pandemic.

South Korea’s biggest banks

Place Bank Total Assets
1 Kookmin Bank 403,193*
2 Shinhan Bank 393,290*
3 KEB Hana Bank 364,334*
4 Woori Bank 344,216*
5 NongHyup Bank 310,493
6 Korea Development Bank 280,475*
7 Industrial Bank of Korea 274,943*
8 The Export-Import Bank of Korea 80,311*
9 Standard Chartered Bank Korea Limited 76,501*
10  The Busan Bank Co. Ltd. 48,269

Total assets as of 31.12.2020 in USD million; * consolidated

Source: Bankers Almanac, download on 15.07.2021

vid-19-pandemic can be named as the
reason for the pause of the latest editi-
on.

The Rule of Law Index aims to pre-
sent a picture of the rule of law in
countries based on 44 indicators and is
published annually.

Double-A ratings with stable
outlook for the country.

South Korea’s economy and public fi-
nances were comparatively little affec-
ted.

Oberbank Expertise

Banks shaded in grey:
Oberbank has an active relation-
ship with these relationship banks
(SWIFT/RMA) and is thus able to
provide documentary transac-
tions for customers.

Payment transactions are also
possible with all South Korean
banks via our clearing bank part-
ners.

—



August 2021 issue oberbank.com

Sources:

Asia Fund Managers: "Siidkorea Wirtschaft: der Weg aus der Pandemie®, 18.03.2021, https://www.asiafundmanagers.com/AT/suedkorea-wirtschaft-
investitionsmoeglichkeiten, Downloaded on 16.07.2021

Bankers Almanac: "Country Ranking South Korea®, https://www.bankersalmanac.com (Stidkoreas gréRte Banken), Downloaded on 15.07.2021

Fitch Ratings: "Fitch Affi ms Korea at ‘AA-"; Outlook Stable®, 06.10.2020, https://www.fi chratings.com/research/sovereigns/fi ch-affi ms-korea-at-aa-outlook-
stable-06-10-2020, Downloaded on 14.07.2021

GTAI/Germany Trade & Invest: "Wirtschaftsdaten kompakt®, May 2021, https://www.gtai.de/resource/blob/15104/01cd1bd091140b659e72dafc12e9d0ce/GTAI-
Wirtschaftsdaten_Mai_2021_Suedkorea.pdf, Downloaded on 15.07.2021

Schwab, Klaus, World Economic Forum: "The Global Competitiveness Report 2019, http://www3.weforum.org/docs/WEF_
TheGlobalCompetitivenessReport2019.pdf, Downloaded on 14.07.2021

Statistisches Bundesamt: "Korea, Republik — Statistisches Linderprofi Ausgabe 12/2020, Statistisches Bundesamt (destatis.de), Downloaded on 19.07.2021 The
World Bank: ,,Korea, Rep. — Doing Business 2020%, https://www.doingbusiness.org, Downloaded on 14.07.2021

«

Thomas, Yoshimura: "Landerbericht Auslandsbiiro Korea — Covid-19 und Digitalisierung®, February 2021, Konrad-Adenauer-Stiftung, https://www.kas.de/de/
laenderberichte/detail /-/content/covid-19-und-digitalisierung, Downloaded on 16.07.2021

Transparency International: "Corruption Perceptions Index 2020, https://www.transparency.org/en/cpi/2020/index/kor, Downloaded on 14.07.2021 WKO,
Abteilung fiir Statistik: ,Landerprofi Stidkorea®, April 2021

WKO, AuRenwirtschaftsCenter Seoul: "Wirtschaftsbericht Korea, Republik®, April 2021

World Justice Project: "Rule of Law Index 2020, https://worldjusticeproject.org, Downloaded on 14.07.2021

Disclaimer: These documents are for current information purposes only and are based on the knowledge of the persons entrusted with their preparation at the time
of Ereparation. Any statements contained in this document should not be construed as a general recommendation. Although we consider the sources we have used
to be reliable, we do not accept any liability for the completeness and accuracy of the information contained herein. accuracy of the information contained herein.
In particular, we expressly reserve the right to make errors with regard to figures.

status: 16.07.2021

Subscribe to the newsletter now at oberbank.at/newsletter

el f[v[o]]in
downloaden!

Oberbank AG
Untere Donaulinde 28, 4020 Linz — Osterreich
oberbank.at

GFl Creation date: August 2021

Oberbank AG. Legal Form: Aktiengesellschaft (Joint Stock Company). Registered Office: Untere Donaulédnde 28, A-4020 Linz, Austria.
Commercial Register No.: FN 79063 w, Landesgericht Linz (State Court of Linz), DVR: 0019020



