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 maintains modest production growth, while downside ris-
ks heighten amid worsening external conditions

® While the manufacturing industry shows improvements, particularly in semiconduc-
tors and automobiles, overall production growth remains modest due to weaknes-

ses in the construction industry.

e Domestic demand recovery remains sluggish due to weak consumption and
construction investment, while export growth is gradually slowing from its previous
strength, particularly in non-semiconductor sectors.

- Retail sales and the value of construction completed continue to decline, while
household and business sentiment indicators remain at low levels.
- Despite strong growth in semiconductors, exports are showing signs of slowdown

mainly in other sectors

® As political uncertainty persists, rising external uncertainties are heightening down-

side risks to the economy.

- Concerns are growing over contracting trade conditions as tensions, led by the U.S.,

intensify.

*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: Production growth remains

modest due to weakness in the construction in-
dustry, while growing concerns over worsening
international trade conditions add downward
pressure on economic activity.

December’s all-industry production (-0.3% — 1.4%)
showed only modest growth despite increased wor-
king days (-0.5 day — +0.5 day) and improved in-
dustrial production, primarily due to sluggishness in
the construction industry.
- Industrial production (0.1% — 5.3%) expanded
further as semiconductors (11.7%— 13.9%) sus-
tained high growth and automobiles (-6.7% —
2.1%) rebounded following the resolution of parts
suppliers’ strikes.
- Services production (0.9% — 1.2%) also inc-
reased slightly, led by transportation and storage
(8.7% — 9.0%) and professional, scientific, and
technical activities (-1.1% — 1.2%).
- However, construction production (-12.5% —
-8.3%) declined sharply, underscoring
persistent weakness.

Manufacturing-related indicators improved compa-
red to the previous month, as shown in the invento-
ry-to-shipment ratio falling (113.6% — 101.2%) and
the average capacity utilization rate rising (71.6%
— 73.5%).
- On a seasonally adjusted month-on-month basis,
shipments increased for both the domestic market
(4.0%) and exports (13.0%).

While semiconductors continue to drive production
growth with strong momentum, domestic demand
remains weak, weighed down by sluggish construc-
tion investment.
- Although semiconductor production maintains
high growth rates and related equipment in-
vestment has improved, retail sales and construc-

tion investment remain subdued.

e As political uncertainty persists, concerns over de-

teriorating international trade conditions are height-
ening downside economic risks.
- Household and business sentiment indicators,
which plunged amid political turmoil in Decem-
ber, remained subdued throughout January.
- Export growth is slowing across sectors except
semiconductors, while concerns over a worsening
trade environment deepen as trade disputes esca-
late, particularly involving the U.S.

® Consumption: Amid persistent high interest

rates, consumption remains weak as household
sentiment continues to be dampened by politi-
cal uncertainty.

e The weakness in goods consumption appears

prolonged, as indicated by retail sales declining fur-
ther across most categories.
- December retail sales (-2.2% — -3.3%) declin-
ed, led by passenger cars (-11.5%), household ele-
ctrical appliances (-7.5%), apparel (-1.3%), and
vehicle fuel(-5.0%), with a seasonally adjusted
month-on-month decrease of 0.6%.

e Service consumption also remains sluggish, as de-

clines have widened across major industries.
- Weakened consumer sentiment, exacerbated by
political turmoil and passenger aircraft incidents,
led to significant declines in service sectors clo-
sely linked to consumer spending, including ac-
commodation and food services (-2.8%) and arts,
sports, and recreation-related services (-8.7%).

e Additionally, the January CCSI remained well

below the baseline (100) at 91.2, extending the pre-
vious month’s decline (88.2), underscoring the on-
going contraction in consumer sentiment.



® Equipment investment continues its pace of
recovery as semiconductor-related investment
sustains favorable momentum.

® December equipment investment (2.7% — 13.1%)
accelerated as machinery maintained strong growth
led by semiconductors, while transport equipment
also posted sharp gains.

- Machinery remained on an upward trend (9.5%
— 8.5%), as general industrial machinery (-11.4%
— -6.6%) and electrical and electronic devices
(-4.5% —-3.0%) showed weakness, but semicon-
ductor manufacturing equipment (62.1%— 27.2%)
and precision instruments (7.7% — 27.3%) posted
strong gains.

- Transport equipment (-13.9% — 27.8%) recor-
ded sharp growth, mainly driven by highly volati-
le components such as vessels and aircraft (-14.2%
— 70.0%).

® [cading indicators point to sustained improvement
in semiconductor-related equipment investment.

- Semiconductor-related leading indicators main-
tained positive momentum, as shown by orders
received for special industrial machinery rising
(5.3% — 10.4%) and January’s semiconductor
equipment imports (42.6% — 6.5%) continuing to
expand.
- However, investment in other sectors remains
subdued, as indicated by declining domestic or-
ders received for general industrial machinery
(-23.2%) and electrical machinery (-16.7%).

B Construction investment: Construction
investment remains weak as the value of
construction completed continues to decline
significantly

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

December value of construction completed (-12.5%
— -8.3%) remained sluggish, continuing its overall
decline.

While the housing market has recently shown signs
of weakness, leading indicators, notably construc-
tion orders received, have maintained their impro-
ving trend.

Prices: While consumer price inflation has ed-
ged up recently, largely due to volatile factors
such as exchange rates and oil prices, weak do-
mestic demand is weighing on prices.

January consumer prices recorded a 2.2% increase,
up from the previous month (1.9%), with both goods
and services prices rising further.
- Petroleum product prices (1.0% — 7.3%) surged
due to recent increases in exchange rates and in-
ternational oil prices, contributing to higher goods
prices(1.8% — 2.2%).
* Dubai crude oil ($/barrel): (Nov. 2024) 72.6 —
(Dec.) 73.2 — (Jan. 2025) 80.4

® Core inflation remained stable at 1.9%, edging up

slightly from the previous month (1.8%), as de-
mand-side pressures remain muted.
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