Economic Trends

Here’s a look at Korea’s major economic indicators that provide an overview
of the country’s recent economic developments.

Summary and Assessment”

B The Korean economy exhibits signs of limited improvement, primarily in the

construction industry, amid escalating uncertainties.

® Semiconductor production and exports continue to show robust growth, with relat-

ed equipment investment maintaining its upward trend.

® However, goods consumption and construction investment remain subdued,

constraining the recovery of domestic demand.

- Goods consumption continues to slide while delinquency rates among sole proprietorship

businesses remain on an upward trend.
- Despite improving leading indicators related to construction, the value of construction
completed continues to recede, while employment conditions are experiencing modest ad-

justments, particularly in the construction industry.

o Meanwhile, the deteriorating global trade environment following President Trump’s

election could adversely affect Korea’s export performance.

*All growth figures are on a year-on-year basis unless otherwise noted. This document is an English translation of the
original Korean version; the Korean version takes precedence in case of any ambiguities or discrepancies.
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® Economic Activity: The Korean economy ex-

hibits signs of limited improvement due to the
struggling construction industry, while uncer-
tainties over the global trade environment are
expanding.

In October, all-industry production (-1.3% — 2.3%)
increased, driven by gains in the manufacturing and
service industries, bolstered by factors such as a
rise in the number of working days (-1 day — +1
day). However, seasonally adjusted production de-
clined by 0.3% month-on-month due to continued
weakness in the construction sector.
- Industrial (mining and manufacturing) pro-
duction (-1.4% — 6.3%) saw favorable growth,
led by semiconductors (17.5%). Nonetheless, on
a seasonally adjusted month-on-month basis, its
growth remained flat from the previous month,
as automobile production (-6.3%) declined due to
strikes among parts suppliers.
- Services production (-0.5% — 1.9%) expanded,
supported by increases in financial and insurance
services (-0.7% — 3.6%) and human health and
social work activities (1.2% — 2.7%). Seasonally
adjusted, services production rose by 0.3% month-
on-month.
- Construction production (-12.9% — -9.7%)
continued to record significant declines, extending
the downward trend from the previous month.
Seasonally adjusted, it fell by 4.0% month-on-
month, reflecting persistent sluggishness.

e The inventory-to-shipment ratio (106.8% —

112.7%) rose, while the average capacity utilization
rate (73.4% — 72.5%) declined; these changes are
largely attributable to temporary factors
- On a seasonally adjusted month-on-month ba-
sis, shipments decreased by 4.2%, driven by ex-
port shipments (-9.0%).
- The decline in shipments was influenced by

reduced semiconductor shipments earlier in the
quarter, while the drop in the average capacity
utilization rate was attributed to temporary pro-
duction disruptions caused by strikes among auto-
motive parts suppliers.

Construction investment has contracted, constrai-
ning the recovery of domestic demand, while con-
cerns about a potential export slowdown are emer-

ging.

Consumption: Consumption remains subdued,
with continued weakness in goods consumpti-
on and modest growth in service consumption.

Goods consumption exhibits sluggishness as the de-
cline in retail sales persists across multiple items
- On a seasonally adjusted month-on-month basis,
retail sales fell by 0.4%, following the previous
month’s decline (-0.5%), highlighting persistent
weakness in goods consumption.

Service consumption maintains low growth, particu-
larly in key industries such as accommodation and
food services
- Production declined in consumption-sensitive
service sectors, including accommodation and
food services (-1.2%) and arts, sports, and recrea-
tion-related services (-0.6%).

Meanwhile, November’s Composite Consumer Sen-
timent Index (CCSI) (100.7) fluctuated near the ba-
seline (100).

Equipment Investment: Equipment investment
continues to improve, driven primarily by se-

miconductor-related investments

October equipment investment (7.3% — 5.8%)
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sustained high growth, supported by substantial inc-
reases in semiconductor-related investment

Leading indicators suggest continued recovery po-
tential for equipment investment, particularly in se-
miconductor-related investment

Construction investment: Construction in-
vestment remains sluggish due to the accumu-
lated declines in building construction orders
received

In October, the value of construction completed
(-12.9% — -9.7%) remained in significant decline
despite an increase in working days.
- On a seasonally adjusted month-on-month ba-
sis, it fell for the sixth consecutive month, reflec-
ting deepening weakness.
*Value of construction completed (SA, MoM, %): (Aug.) -2.2 —
(Sept.) -0.7— (Oct.) -4.0
- The building construction sector (-15.7% —
-12.0%) continued to show a significant decline
from the previous month, with contractions in
both residential and non-residential segments. The
civil engineering sector (-4.3% — -1.9%) also re-
mained on a downward trajectory.

e Meanwhile, leading indicators appear to sustain

their pace of improvement.

- While construction orders received (nominal,
-11.9%) decreased due to base effects from last
year’s surge (42.3%), leading indicators continued
to improve, including increases in housing permits
(28.9%) and housing starts (10.0%).

- However, given the significant time lag between
improvements in leading indicators and their re-
flection in construction investment, the sluggish
trend in construction investment is likely to per-
sist for the time being.

Source: Korea Development Institute, “Monthly Economic Trends” (www.kdi.re.kr)

B Prices: Price increases continue to ease, as de-

mand-side pressures remain subdued.

e Consumer price inflation remains subdued at 1.5%,

led by weak goods price growth (0.9%), as interna-
tional oil prices continue their downward trend
- The decline in petroleum product prices (-10.9%
— -5.3%) persisted, although the decrease narro-
wed slightly in November due to the implementa-
tion of fuel tax adjustments.
*Fuel tax reduction for gasoline, diesel, and LPG (KRW per liter):
(Oct.) -164, -174, -61 — (Nov.) -122, -133, -47
- Consequently, consumer price inflation edged
up slightly from the previous month (1.3%).

e Core inflation (1.9%), which represents the under-

lying trend in price growth, continues its modera-

ting trajectory as demand-side pressures remain low.
- Given the time lag between recent policy rate
cuts and their effect on domestic demand, infla-
tionary pressures are expected to ease consistently
for the time being.
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