


result of consistent annual growth of 5.6 per-
cent since 2001. Total revenues during the
same period were KRWé6.1 trillion, a result
of 9.6 percent annual growth.

The volume of Korea's logistic market is
expected to reach KRW119 trillion in 2010, up
from KRW97 trillion as of 2007. In line with
global trends, once the system for a compre-
hensive logistics industry is established in
Korea, the outsourcing rate, or the utilization
rate of 3PL will increase to the level of 70 per-
cent by 2010, up from 50 percent in 2007.

National basic plan & revision for
logistics

In June 2006, the Ministry of Construction and
Transportation revised the “Cargo Distribution
Promotion Act” and the “Distribution
Complex Development Promotion Act” into
the “Basic Act for Logistics Policy” and the
“Act for the Development and Operation of
Logistics Facilities” together with the former
Ministry of Maritime Affairs and Fisheries in
order to establish an integrated national
logistics policy implementation system. The
“Basic Act for Logistics Policy” will come into
effect from December 10, 2009.

According to the “Basic Act for Logistics
Policy”, the Minister of Land, Transport and
Maritime Affairs will also hold the post of
Chairman of the National Logistics Policy
Committee to facilitate the licensing of 3PL as
well as comprehensive logistic companies.
Businesses specializing in logistics will also
be nurtured. In addition, the management of
the logistics information network that was

dispersed by agencies and functions such as
by airports, railways, ports, and roads will be
integrated and linked, creating and activating
a comprehensive logistics information net-
work and a national integrated logistics data-
base by the Ministry of Land, Transport and
Maritime Affairs.

Investment opportunities

In order for Korea to become a global logis-
tics powerhouse, the government will contin-
ue to create global logistic hubs including air-
ports and ports for the purpose of generating
national wealth as well as improving the effi-
ciency of national logistics systems.
Furthermore, the government will carry on
with large scale investments to establish
high-tech logistic clusters. The operation of
port terminals and new constructions of ports
as well as core distribution centers within
logistic clusters represent promising areas
for investment. Furthermore, the logistics

Port of Gwangyang

industry has been designated as a growth
engine industry with plans to promote com-
prehensive logistic companies and a market
for 3PL, making its future also bright.

Lastly, the development of the oil logistics
industry has been selected as a major task by
the government. In this regard, major petro-
chemical clusters in Korea were designated
as oil logistics hubs for Northeast Asia to
attract leading oil logistics companies from
home and abroad. Therefore, increased
investment or new investments by global
companies are promising from the mid-long
term perspective.

2009. The real amount is expected to rise once construction starts in the

second quarter of 2010.

The project was made possible because the interests of the government and
related agencies coincided with those of the global companies. The
government and its agencies were committed to upgrading major Korean
petrochemical ports into oil logistics hubs in Northeast Asia while the global
companies were seeking a location to create a stronghold in the region. Fierce
competition is expected between the major investor “0” and its rival V", a
Dutch company, to secure a strategic base in the region. The project will
therefore make substantial contributions to the national economy as well as

serve to facilitate local business.



REAL ESTATE DEVELOPMENT

Bird's-eye view of Incheon Bridge

Due to the financial crisis, the global real
estate market is becoming more flexible. The
collapse of the investment banking sector, a
major player in project financing, an essential
part of development projects, is having a sig-
nificant impact on the new development
market. The implications are, in particular,
larger on the development of new property
rather than on the markets driven by domes-
tic demand such as housing and commercial
building and the SOC industry. However, as
economic conditions improve, the overall
property sector is expected to grow in a
stable manner. In addition, with the start of
long-term large-scale projects rather than
short term investment, the property market
has been gaining global interest

The Korean government has recently
announced a policy to ease regulations on the
property market and begun to sell non-per-
forming banks involved in real estate project
financing, which indicates that the financial
soundness of financial institutions is improv-
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ing and the property market is recovering.
The OECD Composite Leading Indicators has
predicted that Korea, with a 3.5-percent
growth rate, will recover the fastest among
the 30 member countries (Korea actually post
the 2" highest Q2 GDP growth among OECD
members at 2.6%). These positive signals
have helped restore investor confidence in
the Korean property market, which lead to 3.7
times higher returns in May 2009 compared
to the previous year. Such increases in
returns implicate that capital is flowing into
Korea due to growing foreign investment in
the country.

With economic recovery taking place faster
than the global average, Korea, which has a
stable market condition for property develop-
ment due to support from the central and
municipal governments, is emerging as an
important destination for investment in
Northeast Asia.

Commercial buildings

The commercial building sector in Korea
posts low vacancy rates. In case of A or pre-
mium-level buildings in Seoul, before the
financial crisis, vacancy rates hovered around
1.4-1.8 percent, and rose to 3-3.4 percent
during the crisis. In particular, the commer-
cial real estate market in Seoul has a supply
shortage and is shifting from short-term hit-
and-run to long-term trading in search of
profits, while equity ownership is replacing
sole ownership. Skyscrapers are enjoying
abundant FDI inflows and prominent exam-
ples are Parc1, now under construction, in
Yeouido, SIFC (Seoul International Finance

AMEC

AMEC, a global project development and construction giant headquartered in
London, U.K,, is the primary contractor for building the Incheon Bridge. This
bridge project which will link the Incheon International Airport with Songdo
International City and Gyeongin Expressway - a total distance of 21.5 km -
entered the initial construction phase in 2005 and is scheduled for completion
in Oct. 2009. AMEC signed a memorandum of understanding (MOU) with the
Korean Ministry of Finance and Economy (the current Ministry of Strategy and




Center) and Incheon Tower soon to be built in
Songdo.

SOC (Social Overhead Capital)
projects

After the Korean government announced its
balanced development policy for the nation,
municipal governments began to support
investment in the SOC sector. Korea’s total
SOC stands at 70 percent of the OECD aver-
age and a mere 50 percent in railroads. In
terms of water resources, although the coun-
try's SOC is currently around 1 percent, it will
gradually increase as the government pur-
sues the four river restoration project. A rail-
road project that connects the metropolitan
and peripheral areas will be completed by
2012 under a BTO (Built-Transfer-Operate)
system. When it comes to land bridge pro-
jects, the project that links islands in South
Jeolla Province is in motion under BTO.

Large-scale development projects
Among real estate development projects,
most attention is concentrated on regional
development projects with high potential and
massive government support. Currently,
there are large-scale projects underway such
as Free Trade Zones (FTZ), Leisure Corporate
City, Corporate City and Jeju Special Self-gov-
erning Province Development Projects.
Regarding Free Trade Zones, three sites
including Incheon, Busan-Jinhae, and
Gwangyang were designated to conduct
international trade and projects aimed at
attracting investment for logistics-based
cities. Unlike the existing port-type FEZ, the
Yellow Sea Free Economic Zone designated

as such in 2007, is set to host bio, R&D, and
auto parts centers in order to evolve into a
world class cluster of high-tech industries.
The Daegu-Gyeongbuk FEZ aims to become
a cluster for the textile industry, while also
providing a base for fashion, education and
components-materials. Other FEZs like that
in Saemangeum, will strive to construct a
business complex for the high-tech and
leisure-tourism industries.

The Leisure Corporate City Project is now
under way in two areas including Taean and
Yeongam. When complete, these areas will
support the culture, tourism and leisure
sports industries, valuing them as future
growth engines. Corporate city projects are
being conducted in Wonju, Cheongju and
Muan. Aside from these projects, each
municipal government is also carrying out
projects of their own, while some are
attempting to establish innovative cities in

accordance with their own regional charac-
teristics. Such development trends have
become prevalent in Northeast Asia, espe-
cially in Japan, Korea and China. For Korea,
the country needs to consider the regional
characteristics and related industries in order
to attract investment.

Finance) in 2005, placing it in charge of the development of the international
business zone situated to the north of Incheon International Airport. The
International Business Zone, upon its completion in 2010, will include among
its environs an international business complex, hotels, performance venues, a
water park, upscale residential buildings and international schools.



Introduction

Invest KOREA, established in 2003, is the gov-
ernment organization officially charged with
attracting foreign direct investment into
Korea. With its head office located within the
KOTRA building, Invest KOREA provides a
comprehensive suite of one-stop services to
meet the diverse needs of foreign investors
ranging from investment and incorporation
consultation to information on available
incentive programs, assistance with the
selection of plant sites and license and permit
applications, and other formalities, as well as
practical support related to living in Korea not
to mention post-investment support - all of
which are intended to help speed up the
process of adaptation and settling in for for-
eign investors.

Project manager (PM) system
Invest KOREA assigns a project manager to
each of the foreign companies it assists in
order to offer more personalized service
throughout the entire process of investing in
Korea, from investment consultation to the
issuance of business licenses and permits,
the launch of operations, and post-invest-
ment management. Currently, around 100
such project managers are working with for-
eign direct investors in various stages of
investment to facilitate the process and
ensure that all the benefits for which they
may be eligible are being taken advantage of.
Project managers receive continuous in-ser-
vice training to update their skills, and new
project managers are regularly recruited to
expand Invest KOREA's service capability.

Office of the Investment
Ombudsman (0I0)

Established in the KOTRA in accordance with
the Foreign Investment Promotion Act of
1998, the Office has helped resolve practical
and administrative difficulties encountered by
foreign-invested firms in Korea. The
Ombudsman, the head of the organization
who is appointed by the President of Korea,
works in close cooperation with a team of
‘Home Doctors’, namely specialists in the
various fields relevant to foreign investment
who are mandated to help find solutions to
the problems investors face. When deemed
necessary, the Investment Ombudsman
introduces changes to the government'’s
basic foreign investment policy or investment
systems, proposes them to the Foreign
Investment Committee, the highest decision-
making body. By working closely with FDI
policymakers, the Ombudsman’s office has
successfully intervened on behalf of many
foreign companies in Korea. The Office of the
Investment Ombudsman’s impressive track
record in assisting investors has earned it the
Best Post-Investment Service Award by the

World Association of Investment Promotion
Agencies (WAIPA), presented during the
Geneva conference in March 2007.

Invest Korea Plaza (IKP)

Invest Korea Plaza is a business incubation
facility dedicated exclusively to foreign
investors located within a state-of-the-art
intelligent building. As this building is just a
stone’s throw away from KOTRA headquar-
ters, where Invest KOREA's offices are locat-
ed, tenants of IKP have access to the compre-
hensive services including feasibility studies
and consulting services provided by Invest
KOREA's staff of experts in addition to repre-
sentatives seconded from Korean ministries
and administrative sectors. Meanwhile, the
Investor Support Center (ISC) within IKP pro-
vides settling-in support to foreign investors
and their families to help facilitate the transi-
tion process.

Invest Korea Plaza and the KOTRA building in which Invest KOREA is located

“Invest KOREA is an essential organization to know when
doing business in Korea. The staff is very friendly, knowledge-
able and professional. They have been a remarkable organi-
zation for investors solving hundreds of problems each year.
It's very clear that Invest KOREA is a real benefit not only to
investors but to the entire community as well.”
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