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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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Economic

/Political 

Update 

  
North Korea tells South not to hesitate about cross-border cooperation:  

http://khnews.kheraldm.com/view.php?ud=20180713000275 
 

 

Top nuclear envoy says Seoul-Washington coordination keep to denuclearization:  
http://khnews.kheraldm.com/view.php?ud=20180711000732 

 
 

Moon visits Samsung factory in India:  

http://www.koreatimes.co.kr/www/nation/2018/07/356_251955.html 
 

 
 

 
 

 

Financial/ 

Industrial 

 Sector 

 

Android Auto available in Hyundai and Kia cars:  

http://www.koreatimes.co.kr/www/tech/2018/07/419_252161.html 
 
 

AI-powered robots help travellers at Incheon International Airport:  
http://www.koreatimes.co.kr/www/culture/2018/07/141_252144.html 

 
Economic Recovery being maintained amid growing uncertainties:  

http://khnews.kheraldm.com/view.php?ud=20180713000407 

 

29 June 2018 KOSPI 2,326.13p, KOSDAQ 818.22p 

31 May 2018 KOSPI 2,423.01p, KOSDAQ 879.66p 

 
Q 

     

FX Rates 
 
 

(Source: Naver) KRW/USD KRW/100JPY KRW/EUR KRW/GBP 
- As of 29 Jun 2018  1,114.50 1,007.46 1,297.78 1,464.90 
- As of 31 May 2018 1,078.00 991.36 1.257.97 1,435.30 

 
 
 

 
 
 

Interest  
Rates 

 

Certificate of Deposit (CD) yield (91d) 1.65% p.a.   (29 Jun 18) 1.66% p.a.   (31 May 18) 
Treasury Bond yield (5y) 2.35% p.a.   (29 Jun 18) 2.48% p.a.   (31 May 18) 

Corp Bond yield (“AA-“ rated, 3y) 2.12% p.a.   (29 Jun 18) 2.20% p.a.   (31 May 18) 
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The House 
View   

27 June 

2018 
 

 
 

 
World:  
  

Growth has slowed over the last several months, but it remains broad-based and the latest data 

suggests the trend has stabilized. In most major cases, economies are growing at above-potential 
rates. We expect global growth to rise to +3.9% this year, marginally above 2017, as fundamentals 

remain supportive, but to decelerate over the medium term back to trend levels  
 

Downside risks, including trade conflict and geopolitics, have returned to prominence. While positive 

recent political developments in Italy have eased concerns about immediate stress, the risk of a 
disruptive trade war has risen. Measures announced so far will likely have a small macroeconomic 

impact, but further escalation may negatively impact confidence, tighten financial conditions, raise 
prices, and weigh on growth  

 

Europe and the US have renewed their economic divergence for now. While European growth has 
decelerated notably this year, the US remains supported by fiscal stimulus and strong fundamentals  

 
US:  

 
Growth to accelerate in 2018 to an annual pace of +3.0%, the fastest since 2005, still boosted by 

the combination of tax cuts and increased government spending. There are risks that this fiscal 

boost takes longer to impact the economy than we originally expected, in which case some of the 
boost may occur in 2019  

 
Economic momentum remains very strong and supports our above-consensus expectations for 

growth this year. Financial conditions remain accommodative despite recent volatility and dollar 

strength  
 

Recent wage and price data supports our expectation of upside surprise to inflation this year. Labor 
markets have tightened and little slack remains, so growth will be increasingly inflationary this year 

and next  
 
 

Europe: 
 

We expect the Eurozone economy to grow +2.1% this year, a modest slowdown after 2017’s 
impressive performance. Momentum has softened over the last several months, but remains 

comfortably above our estimate of potential growth (which is around +1.0%). There are risks of a 

more disruptive trade war, including proposals by the US to raise tariffs on EU car exports, which 
would weigh on sentiment and growth  

 
The modest slowdown reflects our view that the recent pace of growth is unsustainable. Cyclical 

momentum will naturally decline as output gaps close; financial conditions will tighten as the ECB 
withdraws accommodation; and the boost from net exports will fade as Asia decelerates  

 

The new Italian government has softened its rhetoric on potentially disruptive issues like the euro, 
and Italian fundamentals have improved post-crisis. Financial conditions should not tighten enough 

to derail the ECB’s existing policy path, though pressure could resume later this year surrounding 
the 2019 budget discussions  

 

 
China:  

 
We expect China’s economic growth to slow down +6.6% this year. Fiscal policy has remained 

supportive, boosted by healthy land sale volumes which have offset planned tightening. This fiscal 
boost will likely fade later this year, and monetary policy is likely to continue being deployed to 

support growth  
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The outlook regarding trade conflict with the US has deteriorated. Measures already announced 
will shave only a small percentage off of growth this year, but proposals to expand tariffs to cover 

more exports will have a notable negative macro impact. Authorities would likely respond by 

easing policy more aggressively  
 

 
Emerging Markets:  
 

EM growth is accelerating and inflation is rising, though risks are elevated from the strong dollar, 

higher US rates, potential trade conflict, and withdrawal of major central bank accommodation. 

Thus far, EMs have remained resilient in the face of market pressure headwinds.  
 

In Turkey, with incumbent President Erdogan winning the first round of election, political 
uncertainty is over, but markets will now await clarity on the future economic path  

 

Inflation dynamics will dictate policy, though trends are diverging across regions and countries. EM 
performance and flows are being more differentiated and this will continue  
 
 

Monetary Policy:  
 

Fed: expect 2 more hikes in 2018, i.e. total 4 hikes this year, and 4 hikes in 2019  

 
ECB: QE to slow to €15bn per month in Q4 and end in Dec 2018; first hike not before 

Sep 2019  
 

BoJ: no changes in target yields on YCC this year, continued reduction in pace of JGB 

purchases  
 

BoE: opportunistic one-off rate hike in August assuming some rebound in data  
 

PBoC: shift in stance to easing; recent RRR cut to be effective July 5th; expect one 
more cut later in 2018  

 

EM: increasing CB divergence; expect hikes in Asia, and hold in most EMEA & LatAm  
 

 
Key downside risks:  

 

 
Rising trade tensions between key trading partners (US, China, Canada, EU) would disrupt global 

growth  
 

Political uncertainty in Europe (Brexit, Italy, Germany, Spain) leads to increased financial market 

volatility  
 

Policy divergence between major Central Banks for a prolonged period could lead to currency war 
and further impact trade balances  

 
Stronger US dollar forces investors to liquidate EM positions; causes overshooting selloff  
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(Please feel free to contact your DB representatives for the full version of the “The House View” or 
other periodical reviews.) 

 

Economic & 
Financial 

Indicators 
 

Sources: 
Asia Economics 

Monthly  
 

As of 
12 July 

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 1,666 1,708 

GDP per Capita USD 27,547 29,787 32,256 32,958 

Real GDP Growth % yoy 2.9 3.1 2.9 2.5 

Priv. consumption % yoy 2.5 2.6 3.1 2.5 

Gov’t consumption % yoy 4.5 3.4 5.1 3.3 

Inflation % yoy 

ann avg 
1.0 1.9 1.7 2.3 

Merchandise Exports USD bn 511.8 577.4 636.6 677.4 

Merchandise imports USD bn 393.1 457.5 527.1 568.1 

Trade Balance USD bn 118.9 119.9 109.5 109.4 

Current Account USD bn 99.2 78.5 66.3 60.9 

Gov’t debt % of GDP 37.6 38.0 38.8 39.5 

    >Domestic % of GDP 37.2 37.6 38.3 39.1 

    >External % of GDP 0.4 0.4 0.4 0.4 

Total external debt % of GDP 27.0 26.8 25.2 25.0 

FX reserves USD bn 371.1 389.3 398.3 395.1 

Unemployment % 3.7 3.7 3.7 3.7 

FDI (net) USD bn -17.9 -14.6 -18.0 -20.0 

FX Rate (eop) KRW/USD 1,209 1,071 1,120 1,170 
 

  
Financial market Current 18 Q3F 18 Q4F 19 Q1F 

BoK base rate 1.50 1.75 1.75 2.00 

91-day CD 1.65 2.00 2.05 2.23 

10-year yield (%) 2.55 2.65 2.75 2.85 

KRW/USD 1,130 1,120 1,120 1,130 

 
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. 
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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. 


