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 Abbreviation index: BOK=Bank of Korea, CPI=consumer price index, DB=Deutsche Bank, FCY=Foreign currency, FDI=foreign direct investment,  
FSC=Financial Supervisory Commission, FSS=Financial Supervisory Service, FTA=Free Trade Agreement, FX=Foreign exchange, GDP=gross 
domestic product, GM Re= Deutsche Bank Global Markets Research, GNI=gross national income, IMF=International Monetary Fund, 
KAMCO=Korea Asset Management Corporation, KCCI=Korea Chamber of Commerce & Industry, KDI= Korea Development Institute, 
KOSPI=Korea Composite Stock Price Index, KOTRA=Korea Trade-Investment Promotion Agency, KRW=Korean Won, KRX=Korea Exchange, 
KS=Korea Statistics (former National Statistics Office), KT=Korea Times, KTB=Korean Treasury Bonds, MAEIL=Maeil Business Newspaper & 
mk.co.kr, MLTM=Ministry of Land, Transport & Maritime Affairs, MOCIE=Ministry of Commerce, Industry & Energy, MOCT=Ministry of Transport 
& Construction,  MOKE=Ministry of Knowledge Economy, MOL=Ministry of Labor,  mom=month-on-month, MOSF=Ministry of Strategy & Finance, 
nsa=not seasonally adjusted, NPL=Non-performing loan, NTS=National Tax Service, OECD=Organization for Economic Cooperation & Development, 
PPI=producer price index qoq=quarter-on-quarter, sa=seasonally adjusted, saar=seasonally adjusted annual rate, SERI=Samsung Economic 
Research Institute, SME=small-/ medium-sized enterprises, yoy=year-on-year, ytd=year to date. 
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 Brief update on the Korean economy and  the financial sectors 

 

 
Economic

/Political 

Update 

  
Korean minister says Pompeio’s Pyongyang trip was fruitful:  

http://www.koreaherald.com/view.php?ud=20181008000165 
 

Bank of Korea affirms independent rate setting decision:  

http://english.yonhapnews.co.kr/news/2018/10/06/0200000000AEN20181006003200320.html?input=
rss 

 
Former South Korean Leader Myung-Bak Lee gets 15-year jail term for corruption:  

https://beta.theglobeandmail.com/world/article-former-south-korean-leader-lee-myung-bak-gets-15-

year-jail-term-for/ 
 

Korea’s forex reserves hit record U$403 billion in September 2018:  
http://koreajoongangdaily.joins.com/news/article/Article.aspx?aid=3053897 

 
 

 
 

 

Financial/ 

Industrial 

 Sector 

 

Lotte Group Chairman gets back to work upon release from jail:  

http://www.businesskorea.co.kr/news/articleView.html?idxno=25503 

 
Samsung Electronics posts record high operating profit in Q3:  

http://www.businesskorea.co.kr/news/articleView.html?idxno=25501 
 

SK Hynix completes ‘Nand-only’ M15 production line:  

http://www.businesskorea.co.kr/news/articleView.html?idxno=25449 
 

31 Aug 2018 KOSPI 2,322.88p, KOSDAQ 816.97p 

28 Sep 2018 KOSPI 2,343.07p, KOSDAQ 822.27p 

 
Q 

     

FX Rates 
 
 

(Source: Naver) KRW/USD KRW/100JPY KRW/EUR KRW/GBP 
- As of 31 Aug 2018  1,117.50 1,008.80 1,300.55 1,449.51 
- As of 28 Sep 2018 1,111.00 979.89 1.287.32 1,449.02 

 
 
 

 
 
 

Interest  
Rates 

 

Certificate of Deposit (CD) yield (91d) 1.65% p.a.   (31 Aug 18) 1.65% p.a.   (28 Sep 18) 
Treasury Bond yield (5y) 2.11% p.a.   (31 Aug 18) 2.18% p.a.   (28 Sep 18) 

Corp Bond yield (“AA-“ rated, 3y) 2.42% p.a.   (31 Aug 18) 2.45% p.a.   (28 Sep 18) 
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Emerging 
Markets 

Monthly 

7 Sep 
2018 

 
 

 

EM stress is still largely idiosyncratic, but the risk of a broader fallout is increasing. Domestic politics 
and geopolitics are setting “good” and “bad” EM apart by limiting policy responses. With DM growth 

peaking, adjustment has to take place amid slowing global growth, which is more difficult and riskier. 

The sell-off in August shows clear signs of overshooting and some retracement may be in order. But 
the underlying trend for trade policy remains negative (at least through mid-term elections – possibly 

for longer) and – as the parallel with 2015-16 grows – there is room for further downward revisions 
in growth.   

 

Brazil: What is at stake 
As elections draw near, we take a look at some of the economic challenges the next administration 

will have to undertake. Social security needs to be reformed if Brazil’s fiscal accounts are to regain 
their health. Yet while necessary, changes to the retirement system are not sufficient for a fiscal 

recovery. But beyond fiscal issues, the next administration will have to tackle structural reforms if it 
intends to move the Brazilian economy away from its “quasi-permanent” state of endemic crisis. 

 

GCC Oil breakevens:  
We introduce the price of oil needed to ensure that the GCC government budgets and current 

accounts are in balance. These ‘breakeven prices’ provide a useful measure for fiscal and external 
vulnerability. We discuss that with improvements in oil prices, governments are trying to boost 

growth by easing fiscal consolidation hence ‘breakeven prices’ are expected to remain elevated and 

even rise during 2018 and 2019. 
 

How will China handle the trade war?  
China will likely wait to see how the tariffs affect the US consumers. We expect no progress in 

negotiation at least till late November. 
 

Turkey: This time is different 

In this report, we elaborate on Turkey’s ongoing currency crisis. We think binding foreign obligations 
in short term appear less than what gross external financing requirement needs suggest, and the 

unfolding confidence crisis could still be manageable with a foresightful approach from the 
authorities, which would include a shift in macroeconomic priorities. Failure to put TRY on a stable 

path could however lead to further price instability and loss of market confidence, and may in turn 

raise unwelcome risks on financial stability due to large net open FX position of Turkish corporates 
and their direct exposure to local banks, pointing to likely existence of multiple equilibria. 
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(Please feel free to contact your DB representatives for the full version of the “Emerging Markets 
Monthly” or other periodical reviews.) 

 

 
 

Economic & 
Financial 

Indicators 
 

Sources: 
EM Monthly  

 
As of 

7 Sep 
2018 

 
 

-Please note  
that these  

figures may 
 not match with 

those mentioned  
before due  
to different 

sources.- 

 

  2016 2017F 2018F 2019F  

Nominal GDP USD bn 1,412 1,532 1,634 1,583 

GDP per Capita USD 27,547 29,787 31,648 30,549 

Real GDP Growth % yoy 2.9 3.1 2.7 2.3 

Priv. consumption % yoy 2.5 2.6 2.8 2.0 

Gov’t consumption % yoy 4.5 3.4 4.1 4.0 

Inflation % yoy 

ann avg 
1.0 1.9 1.9 1.8 

Merchandise Exports USD bn 511.8 577.4 624.0 644.2 

Merchandise imports USD bn 393.1 457.5 514.3 546.1 

Trade Balance USD bn 118.9 119.9 109.8 98.1 

Current Account USD bn 99.2 78.5 64.7 61.5 

Gov’t debt % of GDP 37.6 37.5 37.9 39.3 

    >Domestic % of GDP 37.2 37.1 37.5 38.9 

    >External % of GDP 0.4 0.4 0.4 0.4 

Total external debt % of GDP 27.0 28.5 27.2 29.1 

FX reserves USD bn 371.1 389.3 403.8 406.1 

Unemployment % 3.7 3.7 3.8 3.9 

FDI (net) USD bn -17.9 -14.6 -14.0 -16.0 

FX Rate (eop) KRW/USD 1,209 1,071 1,140 1,200 
 

  
Financial market Current 18 Q3F 18 Q4F 19 Q1F 

BoK base rate 1.50 1.50 1.50 1.50 

91-day CD 1.65 1.75 1.80 1.73 

10-year yield (%) 2.27 2.65 2.45 2.60 

KRW/USD 1,124 1,120 1,140 1,160 

 
Moody’s: Aa2                                                 S&P:AA                                                                Fitch: AA- 

  

 
Editor: Sungbai Hwang/ Deutsche Bank AG, Seoul Branch / E-Mail:  sungbai.hwang@db.com 
 

 
Disclaimer:   
The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively "Deutsche Bank").  The 
information herein is believed by Deutsche Bank to be reliable and has been obtained from public sources believed to be reliable. Deutsche Bank 
makes no representation as to the accuracy or completeness of such information. 
 
Opinions, estimates and projections in this report constitute the current judgement of the cited sources and/or the author as of the date of this 
report. They do not necessarily reflect the opinions of Deutsche Bank or any of its subsidiaries and affiliates and are subject to change without 
notice. Deutsche Bank nor its subsidiaries/affiliates has no obligation to update, modify or amend this report or to otherwise notify a reader thereof 
in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes 
inaccurate.   
 
This report is provided for informational purposes only. It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell 
any financial instruments or to participate in any particular trading strategy in any jurisdiction. The information contained in this report does not 
constitute the provision of investment advice. Neither Deutsche Bank AG nor its subsidiaries/affiliates accept any responsibility for liabilities arising 
from the use of this document or its contents. 
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