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Lee Seon-kwon, head of the North Korean Committee for the Peaceful 
Reunification, put pressure on South Korean entrepreneurs to promise 
investment in North Korea during the inter-Korean summit in September, 
saying, “How can you sit back and enjoy the Naengmyeon (mcold noodles)?” 
The entrepreneurs who accompanied South Korean President Moon Jae-in in 
Pyongyang included Samsung Electronics Vice Chairman Lee Jae-yong, SK 
Chairman Chey Tae-won, and LG Chairman Koo Kwang-mo. 

Surprisingly, the owners of the global enterprises continued to eat their 
noodles at the luncheon in spite of such rude remarks. Needless to say, they 
might have felt like retorting. Still, they could not do so. This is not because 
they were afraid of him. Rather, the happening mirrors the situation the South 
Korean economy is facing now.

At this moment, political power is holding sway over economy in South 
Korea. The South Korean President concentrating too much on inter-Korean 
relations took the renowned entrepreneurs with him to Pyongyang at the 
request of not themselves but the North. It is highly likely that they did not 
want to go there with UN and U.S. sanctions ongoing with regard to the North 
Korea nuclear issue and that they had no other choice not to get on the wrong 
side of the political power.  

Under the circumstances, an official at Presidential Office said Seoul can 
help Washington by claiming that the sanctions on Pyongyang be eased. Two 
days after the remark, however, the Office of Foreign Assets Control of the 
U.S. Treasury Department additionally included one person, two companies 
and two ships in Singapore in its sanctions for violation of the UN and U.S. 
sanctions. 

Seoul and Washington are failing to move in the same direction in dealing 
with the nuclear issue, leading to a mounting conflict between the two. 
Mitchell B. Reiss, former director of policy planning at the Department of 
State, said on October 23 via Voice of America that the U.S. and South Korea 
now have starkly contrasting opinions when it comes to North Korea issues.

By means of the Moon Jae-in administration, the North is putting pressure 
so that the sanctions can be eased and South Korean companies invest in 
itself. However, the investment can be examined and carried out only after 
its nuclear threats are gone. These conditions are not prepared at all now, 
and this is why the South Korean President’s stance is very worrisome. He 
would be well advised to keep pace with Washington and stop coercing large 
enterprises. The worse the local economy becomes, the shorter the duration 
of inter-Korean peace show will 
become.
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Samsung BioLogics has been in a state of perplexity since the 
Securities and Futures Commission (SFC) filed criminal 
complaints with the prosecution against the company on July 12, 

judging that it had “intentionally and illegally” committed accounting fraud.
When Samsung BioLogics established Samsung Bioepis jointly with 

Biogen of the U.S. 2012, it gave its joint venture partner a call option to 
secure 50% plus 1 share of Samsung Bioepis. However, the FSC believes 
that Samsung BioLogics neither informed investors of this part of its contract 
with Biogen through public disclosures nor included it in its accounting 
books.

Meanwhile, as a response to the SFC’s conclusion that there was partial 
intentionality and illegality in Samsung BioLogics’ alleged accounting fraud, 
the company immediately released a position statement and expressed that it 
is willing to file an administrative litigation.

The statement released on the day by Samsung BioLogics declared, “The 
company has been faithfully following the financial authorities’ investigation 
process, such as supervision of Financial Supervisory Service (FSS) and 
investigation of the SFC, and has been doing our best to provide adequate 
evidence and explanation,” adding, “We feel very regretful that such results 
have been announced.”

It continued to say, “Samsung BioLogics has legally implemented all 
accounting process according to the International Financial Reporting 
Standards (IFRS),” adding, “We are planning to seek all legal remedies such 
as administrative litigation in order to protect the interests of investors and 
other stakeholders and ensure the adequacy of our accounting procedures.”

The statement added, “The company has confirmed that the ‘omission 
of a footnote related to a clause in the joint venture contract from public 

By Choi Mun-hee

A Blow to Samsung Biologics

Samsung BioLogics Digs in Its Heels 
over Accounting Fraud Allegations

Platform Partners Asset Management Co, a minority shareholder of Macquarie Korea Infrastructure 
Fund, called for the eviction of Macquarie Korea Asset Management from the Korean market, 
making an issue of the excessive fees paid to it.

announcement,’ which the financial authority 
announced, does not subject the company 
to evaluation of listing qualifications (for 
delisting).”

Under the circumstances, FSS Governor Yoon 
Seok-hun also said during a parliamentary audit 
in October of his agency that he would have the 
second audit of Samsung BioLogics completed 
this year.

The FSS said it is aiming not only to complete 
the re-audit but also to finalize the deliberation of 
the re-audit results by the Securities and Futures 
Commission (SFC) within this year.

Accordingly, the FSS is reportedly planning 
to prepare a new audit report as early as possible 
and deliver it to Samsung BioLogics and its two 
external auditors, Samjong KPMG and Deloitte 
Anjin.

Although the FSS conducted a re-audit of 
Samsung BioLogics at the request of the SFC, it 
is unlikely to change the existing conclusion that 
there was a deliberate accounting fraud and its 
policy of imposing heavy penalties accordingly. 
Yoon also said, "I don't think there will be any 
significant changes from the previous conclusion."

Initially, the FSS concluded that Samsung 
BioLogics  had  in ten t iona l ly  commit ted 
accounting fraud in the process of changing the 
status of Samsung Bioepis from a subsidiary to 
an affiliated company in 2015, and demanded 
heavy disciplinary action from the SFC.

In July, when the SFC filed an investigation 
request with the prosecution, it said that Samsung 
BioLogics had failed to inform investors of its 
granting of call options to Biogen of the U.S. 
through public disclosures, but it refrained from 
making a conclusion on the alleged accounting 
fraud, simply asking the FSS to conduct a 
re-audit.

To make a judgment on the accounting fraud 
allegations, the SFC said, it needed FSS audit 
reports on Samsung BioLogics not only for the 
year of 2015 but for the 2012-14 period.
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The focus is what conclusion the FSS will make about Samsung 
BioLogics’ accounting books for 2012-14. The FSS is likely to conclude 
that the company committed accounting fraud either intentionally or by 
negligence.

Meanwhile, Samsung BioLogics has filed an administrative lawsuit on 
Oct. 8 against the SFC over its allegations that the company had intentionally 
omitted the granting of call options to Biogen from its accounting books for 
three years from 2012 to 2014. .

When Samsung BioLogics established Samsung Bioepis jointly with 
Biogen of the U.S. 2012, it gave its joint venture partner a call option to 
secure 50% plus 1 share of Samsung Bioepis. However, the committee 
believes that Samsung BioLogics neither informed investors of this part 
of its contract with Biogen through public disclosures nor included it in its 
accounting books.

Samsung BioLogics’ Battle with FSS in Final Stage

The Financial Supervisory Service (FSS) and Samsung BioLogics Co. 
clashed once again over accounting standards at a Securities & Futures 
Commission (SFC) meeting on Oct. 31. The FSS tried to persuade SFC 
members with a changed logic but failed to convince them. As a result, the 
SFC decided to reach a conclusion on the prolonged dispute on Nov. 14. 

Previously, the FSS argued that Samsung BioLogics should have treated 
Samsung Bioepis as a subsidiary. However, it has changed its stance this time 
arguing that Samsung BioLogics should have treated Samsung Bioepis as an 
affiliate from the beginning. The point of the FSS’ logic is that there are no 
grounds to change accounting standards whether Samsung BioLogic treated 
Samsung Bioepis either as a subsidiary or an affiliate.

In response, Samsung BioLogics emphasized that there is no problem 
with its accounting standards regardless of the FSS’ changed logic. The 
company argued that it was right to change the status of Samsung Bioepis 
from a subsidiary between 2012 and 2014 to an affiliate in 2015 as there 
were factors that justified such a change, including the Korean government's 
approval of biosimilars from Samsung Bioepis.

Samsung BioLogics’ argument is based on the equity structure at the 

time of the establishment of Samsung Bioepis. 
Samsung BioLogics suggested that U.S.-based 
Biogen Inc. makes a 50:50 equity investment to 
establish Samsung Bioepis. However, Biogen 
decided to set up the 15:85 joint venture with 
Samsung BioLogics in consideration of business 
risk. Since Biogen didn’t have an intention to 
co-manage the company, it was right to consider 
Samsung Bioepis as a subsidiary firm at the time 
of the contract, according to Samsung BioLogics. 
The fact that Biogen didn’t participate in the two 
paid-in capital increase in 2014 was also largely 
due to uncertainty of the bio business.

On the other hand, the FSS claims that it 
cannot gauge the control over the company simply 
with the equity structure alone. Moreover, the 
FSS argues that Samsung BioLogics have had to 
handle the accounting on Samsung Bioepis as an 
affiliated company instead of a subsidiary from 
2012 because the Biogen’s stock value following 
the exercise of call option was higher than the cost 
for the call option. The claim is valid only when 
there is a strong conviction that the equity value 
would increase from the call option. However, 
there is a general consensus in the industry that 
this is realistically impossible considering the 
nature of the bio industry. Samsung BioLogics 
also stresses that it is hardly in the state of in-the-
money from 2012 considering uncertainty of the 
bio business.

In addition, regarding to the conversion 
into an affiliated company in 2015, the FSS say 
that the success of one to two clinical trials and 
domestic marketing approval in 2015 are not so 
special and they have been continuously achieved 
in accordance with the initial business plan of 
the company. In this regard, Samsung BioLogics 
refutes that it shows how much the FSS cannot 
fully understand the nature of the bio industry.

The company also points out that there 
is a problem with the FSS’ change in logic. 
If Samsung Bioepis has been an affiliated firm 
from 2012 as the FSS claims, changing in 
accounting standards in 2015 is the correction of 
errors. Therefore, it is improper to consider it as 
intentional irregularities. This is why some say 
that the FSS will not be able to prove Samsung 
BioLogics’ intentionality by changing its logic 
while admitting Samsung Bioepis as an affiliated 
company from 2012. An official from the industry 
said, “The FSS changed its logic through the 
re-audit. According to this, it is hard to say it’s 
intentional because Samsung BioLogics actually 
corrected errors in 2015.” 

Samsung BioLogics employees inspect the production lines of the third plant.
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The United Sta tes  openly 
sent a warning after South 
Korea’s Foreign Minister 

Kang Kyung-wha said that the Seoul 
government was reviewing the possibil-
ity to lift the sanctions imposed against 
Pyongyang following its torpedo attack 
on a South Korean corvette that killed 46 
sailors on board in 2010.

In regard to Kang’s remarks on sanc-
tions, U.S. President Donald Trump said 
on October 10 (local time), “They (the 
South Korean government) will not lift 
sanctions on Pyongyang without U.S. 
approval.”

The U.S. Department of State also 
said, “President Trump has clearly said 
that sanctions will remain in place until 
North Korea denuclearizes.” It recon-

firmed the principle that sanctions will 
not be eased until North Korea takes 
enough additional measures for denucle-
arization.

There is growing concern that the 
remarks on North Korea sanctions show 
cracks in the S. Korea-U.S. alliance. In 
light of Washington's stern attitude, it is 
virtually inevitable for the South Kore-
an government to face setbacks when it 
comes to joint economic projects with 
North Korea.

Asked about Kang’s remarks and 
consultation with South Korea, Trump 
said, "They won't do it without our 
approval. They do nothing without our 
approval." He also clarified his “denucle-
arize first, talk sanctions after” principle 
a day earlier, saying, “We want to lift 

sanctions on North Korea but we need 
to get something (from North Korea) in 
order to do that.”

In addition, the U.S. Department of 
State said, “The faster we reach the final, 
fully-verified dismantlement (FFVD) of 
the North's nuclear program, the faster 
we can lift sanctions.” During a press 
briefing, Robert Palladino, a U.S. State 
Department spokesman, also said, “Pres-
ident Trump has clearly said from the 
beginning that sanctions will be eased 
following denuclearization. The U.S. and 
South Korea are closely working togeth-
er to come up with unified measures for 
North Korea. Ask the South Korean gov-
ernment for details.”

Regarding to Trump’s remarks, 
Cheong Wa Dae (the Presidential Office) 
said, “The issue was brought up dur-
ing a parliamentary audit yesterday, and 
President Trump just answered to report-
ers’ questions regarding it. We take his 
remarks as emphasizing his intention 
to handle all the issues between South 
Korea and the U.S. through consulta-
tion.” South Korea’s Foreign Minister 
Kang Kyung-wha suggested during a 
parliamentary audit of her ministry on 
Oct. 10 (Korean time) that the govern-
ment is considering easing its own sanc-
tions imposed against the North Korea 
following the attack on a warship. Under 
growing criticism, Kang later walked 
back her comments, saying, “What I was 
trying to say is that the department in 
charge is reviewing it.”

In regard to the controversy over 
Kang’s remarks, a senior official from 
the Presidential Office said, “The minis-
try in charge will clarify the controversial 
remarks during the parliamentary audit. 
We don’t have anything to add.”  

U.S. President Donald Trump expressed his displeasure at the South Korean government's move to lift sanctions 
imposed against Pyongyang following its torpedo attack on a South Korean Navy vessel in 2010.

By Jung Suk-yee

Discord between Seoul and Washington

Trump Shows His Displeasure at Seoul’s 
Move to Lift Sanctions on Pyongyang
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South Korean President Moon 
Jae-in is reiterating his call 
for a lifting of the U.N. sanc-

tions on North Korea during his state 
visit to Europe. He is going to ask Euro-
pean countries to cooperate for complete 
denuclearization of North Korea and 
establishment of a peace regime on the 
Korean Peninsula.

Still, U.S. President Donald Trump 
stressed the sanctions on the North could 
be lifted only after the North implement-
ed measures for denuclearization. Under 
the circumstances, some experts point 
out the possibility of cracks in the alli-
ance between Washington and Seoul.

On October 14 (local time), the 
South Korean president had an interview 
with Le Figaro before his summit meet-
ing with French President Emmanuel 
Macron. There, he said he believed that 
lifting the sanctions could be discussed 
in the near future on condition that denu-
clearization showed some progress. He 
made the same remarks in his earlier 
interview with BBC, too. His stance is 
somewhat different from what the U.S. is 
insisting on.

The South Korean president has 
reportedly made elaborate preparations 
for the summit meeting as it is a start-
ing point for his efforts to persuade the 

international community to lift the sanc-
tions against North Korea. The global 
atmosphere can change once support is 
given by France, a permanent member 
of the U.N. Security Council. Of its five 
members, Russia and China are already 
against the sanctions.

President Moon is scheduled to 
meet Pope Francis on October 18. Dur-
ing the meeting, an invitation message 
from North Korean leader Kim Jong-un 
is likely to be delivered to the pope by 
the South Korean president as a way of 
showing to the international community 
the North Korean leader’s will to deneu-
clearize and achieve peace. 

Acting Out of Tune

S. Korean President Expresses 
Opposition to Anti-Pyongyang 
Sanctions in Europe

South Korean President Moon Jae-in (left) and French President Emmanuel Macron hold hands before holidng a summit in Paris, France on Oct. 15.

by Jung Suk-yee

11 

national



About 25 percent of Economic Development Cooper-
ation Fund (EDCF) projects, which were expected 
to be funded by the Export-Import Bank of Korea 

(Korea Eximbank), haven’t even started yet. According to the 
data submitted by the Korea Eximbank to the ruling Democratic 
Party lawmaker Kim Doo-kwan on the Finance and Strategy 
Committee of the National Assembly, a total of 71 approved 
EDCF projects haven’t begun in the years between 2009 and 
2016.

The EDCF was founded in 1987 to support industrial devel-
opment and economic stabilization of developing countries. The 
fund is distinguished from the grant program run by the Korea 
International Cooperation Agency (KOICA). The EDCF is also 
responsible for credit assistances among the Official Develop-
ment Assistance (ODA) projects.

The Korea Eximbank approved and fully implemented 25 
projects in 2008 but the number of unexecuted projects continu-
ously increased every year from two in 2008 to three in 2010, 
five each in 2011 and 2012, seven in 2013, 14 each in 2014 and 

2015 and 21 in 2016.
The Korea Eximbank said it usually takes three to four years 

to choose builders for projects after receiving approval from 
the EDCF. However, 36, or 25 percent, out of the 141 projects 
failed to be implemented in the past three to four years from 
2009 to 2014. The combined amount of the projects reached 
2.43 trillion won (US$2.13 billion).

In addition, conglomerates accounted for a larger share of 
EDCF projects than small and mid-size companies. More than 
60 percent of EDCF projects between 2011 and 2015 were won 
by conglomerate. They received projects worth 3.37 trillion won 
(US$2.97 billion) out of a total of 6.17 trillion won (US$5.42 
billion) for nine years from 2009 to 2017. On the other hand, 
mid-size companies accounted for 23 percent of the total, while 
smaller companies took up 18 percent.

The Korea Eximbank said, “We couldn’t implement some 
projects because constructors were not chosen, projects were 
going through a selection process, or an unclear stance on the 
part of recipient countries caused delay.” 

Slow in Executing EDCF Projects

Korea Eximbank Fails to Implement  
25% of Approved EDCF Projects

A total of 71 EDCF projects have not been executed in the 2009-2016 period.

By Yoon Young-sil
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With Chinese company Supermicro under sus-
picion of hacking by means of spy chips, secu-
rity concerns are mounting among South Korean 

government agencies and research institutes using Supermi-
cro servers, including the Electronics and Telecommunications 
Research Institute (ETRI) and the Korea Aerospace Research 
Institute (KARI).

According to industry sources on October 16, public agen-
cies and institutes are going to conduct a thorough inspection of 
their servers and are planning to replace their computer systems 
when security problems are identified.

At present, 11 out of the 30 organizations under the Min-
istry of Science and ICT are using 731 Supermicro servers for 
purposes such as research and backup. According to the Korea 
Customs Service, South Korea imported 49.8 tons of Supermi-

cro servers and motherboards, worth US$5.8 million in total, for 
the past five years.

Under the circumstances, the South Korean government 
began to look into the situation. “The National Intelligence Ser-
vice is covering national organizations and we are checking 
mobile carriers and portals,” the ministry said. Those servers in 
question are found in colleges and broadcasting stations as well.

The ETRI used more than 400 Supermicro products for 
the past 10 years and 34 units are currently in use at the Korea 
Advanced Institute of Science and Technology (KAIST). The 
KARI, which has 100 such servers, is planning to purchase 
nothing from the Chinese company from now on.

Companies in the private sector, with the only exception of 
KT, have yet to disclose their details. KT recently said that it is 
using 57 Supermicro servers for R&D purposes. 

Concerns Mounting over Supermicro Servers

Korean Gov’t Starts Investigating 
Chinese Spy Chips in R&D Sector

South Korean agencies and research institutes are going to make a thorough inspection of their servers and are planning to 
replace them if security problems are identified.

By Jung Suk-yee
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The Ministry of Strategy & Finance announced on 
October 17 that South Korea ranked 15th out of 
140 countries in this year’s Global Competitiveness 

Report of the World Economic Forum (WEF). Last year, South 
Korea ranked 17th.

The country joined the top 30 in 10 out of the 12 categories 
of the report. It came in first in macroeconomic stability and 
ICT adoption. In the latter category, it ranked first in fiber Inter-
net subscriptions and sixth in fixed-broadband Internet subscrip-
tions.

Meanwhile, South Korea came in 48th in labor market and 
67th in product market. In the former category, it placed 124th 
in cooperation in labor-employer relations, 114th in redundancy 
costs, 108th in workers’ rights, and 104th in ease of hiring for-
eign labor. In product market, it came in 96th in trade tariffs, 
93rd in extent of market dominance and 85th in complexity of 
tariffs.

In addition, South Korea ranked sixth in infrastructure, 

eighth in innovation capability, 14th in market size, 19th in 
health, 19th in financial system, 22nd in business dynamism, 
27th in institutions, and 27th in skills.

The country came in first in budget transparency, inflation, 
debt dynamics, e-participation index, and electrification rate, 
second in non-performing loans, R&D expenditures, and buyer 
sophistication, third in liner shipping connectivity index, fourth 
in insurance premium and efficiency of train services, sixth in 
quality of land administration, eighth in insolvency regulatory 
framework, and ninth in efficiency of air transport services. On 
the other hand, it ranked 90th in critical thinking in teaching, 
82nd in diversity of workforce, and 50th in efficiency of legal 
framework in setting disputes.

This year’s chart is topped by the United States, followed by 
Singapore, Germany, Switzerland, Japan, the Netherlands, Hong 
Kong, Britain, Sweden, Denmark, Finland, Canada, Taiwan, and 
Australia. South Korea ranked fifth in Asia. Norway, France and 
China came in 16th, 17th and 28th, respectively. 

South Korea ranked 15th out of 140 countries in this year’s Global Competitiveness Report of the World 
Economic Forum (WEF), up two notches from 2017.

Little Improvement in Labor Sector

S. Korea Moves Up Two Notches in  
WEF Global Competitiveness Report
By Jung Suk-yee
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With testing of the engine 
for Korea Space Launch 
Vehicle-II  (KSLV-II) 

slated for late this month, the South 
Korean government has begun to draw 
up plans to develop a next-generation 
satellite launch vehicle that will succeed 
KSLV-II.

The government is going to devel-
op an improved and lighter version of 
KSLV-II, while at the same time devel-
oping another version which is smaller 
and cheaper than KSLV-II.

The development of KSLV-II is 
scheduled to be completed in 2021. 
The Ministry of Science and ICT and 
the Korea Aerospace Research Insti-
tute (KARI) are going to come up with 
a blueprint for the new launch vehicle, 
which will carry a 1.5 ton satellite, with-
in this year. In addition, they will work 
on a launch vehicle for a 500 kg satellite.

KSLV-II is planned to be launched 
twice in 2021 and once in 2022, 2023 
and 2024 each. The vehicle is heavier 
than the satellite it carries and still needs 
to be improved in terms of direction 
change and other aspects. The next-gen-
eration launch vehicle project is likely to 
continue for eight to 10 years from 2021. 
The initial launch of the next-generation 
vehicle is expected to be carried out in 
2025 or later.

When it comes to a smaller and 
cheaper launch vehicle, the development 
period is from 2025 to 2030. The pur-
pose of this project is to launch a small 

satellite with a weight of 500 kg or less.
In the meantime, the South Korean 

government is planning to expand the 
application of satellites from special pur-
poses such as precision monitoring to 
disaster prevention, environmental man-
agement and everyday life purposes. To 
this end, it is going to put into operation 
two small, four mid-size, about 10 very 
small, and two multipurpose satellites by 
2022. It plans to help the related domes-
tic industries lead satellite development 
in its place. Scheduled to be launched by 
2030 are two small, 21 mid-size, three 
multipurpose and 20 very small satel-

lites. Two communication, ocean and 
meteorological satellites (COMS) will be 
launched in 2030 or earlier, too.

At present, only nine countries and 
regions are capable of independently 
launching a satellite, including Russia, 
the United States, Europe, China, Japan, 
India, Israel, Iran and North Korea. The 
last three are incapable of independently 
launching an application satellite with 
a weight of one ton or more. Argentina, 
Brazil, Indonesia and Turkey are cur-
rently working on launch vehicles to 
launch satellites with a weight of 500 kg 
or less. 

Aiming to Become Powerhouse in Aerospace Sector

S. Korea Starts Drawing up Plans 
for Next-generation Satellite 
Launch Vehicles

The South Korean government is going to come up with a blueprint for development of new satellite launch vehi-
cles within this year.

By Jung Suk-yee
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Korea's industrial production 
fell 1.3 percent in Septem-
ber from the previous month 

due to sluggish mining and other indus-
tries. It was the sharpest drop in five 
years and six months.

Facility investment rose for the first 
time in seven months, but consumption 
recorded the sharpest decline this year.

The current economic situation seems 
to be deteriorating as the composite index 
of coincident indicators, which shows the 
current economic situation, fell for the 
sixth consecutive month in September.

According to the industrial output 
data for September released by Statistics 
Korea on Oct. 31, the production index 
of all industries fell 1.3 percent from the 
previous month to 106.6.

The all-industry production index 
has fluctuated since this year. It fell in 
February and March month on month, 
but rose in April and May. It fell again 
in June, but rose for two consecutive 
months in July and August.

Al though the  service  industry 
showed a similar level of output to the 
previous month, production of the min-
ing industry decreased.

Mining industry output fell 2.5 per-
cent, led by declines in automobile and 
electronic component production.

Manufacturing output dropped 2.1 
percent, the biggest decline in 19 months 
since February last year (-3.0 percent).

Manufacturing inventories decreased 
by 1.2% compared to the previous 
month as reduction in primary metals, 
telecommunication and broadcasting 
equipment offset increases in automo-
biles and chemicals.

The retail sales index, which shows 

consumption trends, recorded 108.8 in 
September, down 2.2 percent from the 
previous month. It recorded the biggest 
drop in nine months since it fell 2.6 per-
cent in December last year.

Facility investment, which had been 
negative for the sixth consecutive month 
from March to August, rose 2.9 percent 
in September.

The composite index of coincident 
indicators, an indicator of the current 
economic situation, fell 0.3 points from 
the previous month.

The leading index, which is an indi-
cator of the future economic situation, 
also fell 0.2 points from the previous 
month.

The coincident index has been nega-
tive for six months while the leading 
index has been negative for four months.

“Although facility investment rose 
for the first time in seven months, most 
of the key indicators showed a decrease 
or continued their downward trends,” 
said Eo Un-sun, head of the industrial 
trend division at Statistics Korea.

“It is hard to deny that the current 
economic situation is bad, given the 
decline of the coincident index for the 
sixth consecutive month,” Eo said. But 
he said Statistics Korea still needs time 
to acknowledge that the Korean econo-
my has reached an inflection point in the 
current business cycle.  

The composite index of coincident indicators, which shows the current economic situation, fell for the sixth con-
secutive month in September.

By Jung Suk-yee

Sharpest Decline in Consumption This Year

Korea's Industrial Production Drops 
1.3% in September

16 

national



Korea's exports fell 8.2 percent in September from a year ago due to fewer working days and a high base effect.

South Korea's exports in September tumbled from a 
year ago due to fewer working days and a high base 
effect, government data showed on Oct. 1.

Outbound shipments totaled US$50.58 billion last month, 
down 8.2 percent from a year ago, while imports amounted to 
$40.83 billion, a drop of 2.1 percent. As a result, Korea gener-
ated a trade surplus of $9.7 billion in September, extending the 
streak of monthly trade surplus to 80 months.

The monthly export amount exceeded the US$50 billion 
mark for the fifth consecutive month since May this year, 
although the number of working days in September was four 
days less than a year ago due to the Chuseok holiday, which fell 
from Sept. 24-26.

Korea’s exports were led by semiconductors, which totaled 
US$12.4 billion in September, up 28.3 percent from a year ago 
and a new monthly record that exceeded the US$11.5 billion set 
a month earlier. Sales of high-value memory chips and storage 
devices were brisk in major markets.

The growth in semiconductor exports was offset by a 22.4 

percent plunge in auto exports. Sales in the United States, 
the largest auto market for Korean carmakers, picked up, but 
exports in other markets dropped due to fewer working days.

By country, exports to China, South Korea's top trading part-
ner, increased 7.8 percent on-year on the back of memory chips, 
petrochemicals and machinery products.

Yet shipments to the U.S. dropped 11.8 percent on tepid 
demand for petroleum goods and wireless communication 
equipment.

Trade Minister Kim Hyun-chong projected Korea’s exports 
for this year would surpass US$600 billion for the first time.

"South Korea's export growth in the remaining three months 
of the year is expected to hover around 5 percent on average, 
boosting this year's total exports to surpass $600 billion for the 
first time," Kim said in a briefing.

"But the external environment is not favorable due to rising 
protectionism in major economies and currency fluctuations in 
emerging economies following the U.S. Federal Reserve's inter-
est hike," he added.  

By Jung Suk-yee

Due to Fewer Working Days

S. Korea's Exports in September Drop 
8.2% from a Year Ago
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The South Korean government 
is planning to increase the 
ratio of renewable energy-

based power generation to 40% by 2040. 
The move comes only one year after it 
announced a plan to increase the ratio to 
20% by 2030 by investing 100 trillion 
won. 

The government’s move to drasti-
cally raise the renewable energy-based 
power generation goal has to do with a 
recent surge in the installations of solar 
power generation equipment. According 
to the Korea Energy Corporation, new 
installations of solar power generation 
equipment totaled 1.4 GW from Janu-
ary to September this year, surpassing 
the 1,184 MW recorded for the whole of 
2017. If the pace is maintained, the gov-
ernment’s target for this year, 1.8 GW, is 
likely to be easily met.

There are some problems though. 
Some solar power generators collapsed 
due to heavy rains and typhoons. Civil 
petitions tend to increase due to specu-
lative investments and construction 
noises. During the peak power demand 
of this summer, solar power and wind 
power accounted for less than 2% of 
the total power supply, causing doubts 
about whether they can function as main 
sources of electricity supply.

Experts point out that the government 
needs to control the pace of expansion of 
renewable energy-based power genera-
tion. “More eco-friendly power genera-
tion is indeed necessary, but it should be 
achieved in stages,” an expert said.

A rapid increase in the use of solar 
power generation equipment is unlikely 

to continue for the time being. This is 
because 95 local governments are refus-
ing to accept the Ministry of Trade, 
Industry & Energy’s plans to popular-
ize power generation using renewable 
energy. The reasons for refusal are 
diverse, including safety concerns, forest 
destruction, light reflected by solar pan-
els and construction noises. More than 
70% of approved solar power generation 
projects have failed to kick off due to 
these reasons.

Specifically, a total of 17 local gov-
ernments approved 92,189 projects for 
25,100 MW from 2010 to July this year. 
Among them, however, only 25,660 for 
4,775 MW could actually kick off. From 

July 2017 to July 2018, project approval 
requests more than doubled in five local 
governments and the number of such 
requests increased 76.28% nationwide. 
Still, the number of initiated projects 
rose by only 19.69%.

Besides, much time is required from 
project initiation to connection to power 
transmission systems. According to 
the Korea Electric Power Corporation, 
2,401 MW of new and renewable energy 
was yet to be connected to power trans-
mission systems as of May this year and 
solar power and solar thermal energy 
accounted for 99% of it. Electric power 
produced but not connected to the sys-
tems is of no use at all.  

A solar power generation facility under construction in Cheongju, North Chungcheong Province, is repaired after 
having been damaged by a heavy rain.

Limits in Expanding Solar Power Facilities

S. Korean Gov’t Moving to Raise 
Solar Power Goal to Unrealistically 
High Level
By Jung Min-hee
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The composite leading indica-
tor (CLI) of South Korea pro-
vided by the OECD fell for 

17 months in a row. Concerns are rising 
over the present and future of the South 
Korean economy.

According to the OECD, South 
Korea’s CLI was 99.2 in August this 
year, down 0.1 point from a month ear-
lier. The CLI is to predict economic con-
ditions six to nine months ahead. The ref-
erence point is 100 and a CLI of less than 
100 implies that the conditions are likely 
to deteriorate.

South Korea’s CLI reached 101 in 
March last year and has continued to fall 
since then. It has remained below the ref-
erence point since April this year. The 

ongoing downtrend is the longest since 
the month-on-month decline that contin-
ued for 20 months from September 1999 
to April 2001.

The downtrend implies that a long-
lasting recession is becoming more and 
more likely. Some are pointing out the 
South Korean economy is already slow-
ing down and there will be no growth for 
the time being.

According to the Bank of Korea, 
South Korea’s real GDP rose 0.6% quar-
ter on quarter in the third quarter of this 
year. The growth rate was 1.0% in the 
first quarter but fell to 0.6% in the sec-
ond quarter.

Employment conditions are not 
favorable, either. The number of new 

employees rose by less than 100,000 for 
eight months in a row until September. 
The Korea Composite Stock Price Index 
(KOSPI) closed at 2,027.15 on October 
26, the lowest since January 2.

Under the circumstances, the Bank 
of Korea recently lowered its economic 
growth forecast for this year from 2.9% 
to 2.7%. Likewise, the IMF and the 
South Korean government adjusted their 
estimates from 3.0% to 2.8% and from 
3.0% to 2.9%, respectively.

When it comes to next year, the cen-
tral bank and the Korea Development 
Institute mentioned 2.7%. The IMF, the 
Hyundai Research Institute and the LG 
Economic Research Institute predicted a 
growth of 2.6%, 2.6% and 2.5% each.  

The OECD reported that South Korea’s CLI was 99.2 in August this year, down 0.1 point from a month earlier.

Signal of Long-Lasting Recession?

S. Korea’s Composite Leading  
Indicator Falls for  

17th Consecutive Month
By Jung Suk-yee
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Celebrating its 15th anniver-
sary on Oct. 15, the Incheon 
Free Economic Zone Author-

ity (IFEZA) has unveiled a new IFEZ 
vision and strategy. Based on its vision 
of becoming a "Global Business Fron-
tier,” the IFEZA presented five goals for 
the IFEZ: a top business hub in Northeast 
Asia, a leading base of the Fourth Indus-
trial Revolution, a global education city, a 
cultural and leisure hub, and a smart city.

To attain the vision, it has set up four 
strategies, including developing a global 
economic platform, creating a service 
industry hub, fostering a convergence 
and integration industry hub and building 
a compact and smart city.

Under these strategies, the IFEZA 
will push ahead with 15 key projects, 

such as promotion of an airport and port 
economic bloc, creation of the West Sea 
NLL and Special Zone for Peace and 
Cooperation, expansion of a biotech and 
healthcare complex and establishment of 
a startup venture policy.

At the 15th anniversary ceremony, 
the IFEZA announced five goals and 
20 major projects to respond to rap-
idly changing trends. Initially outlined 
in early February, the goals and projects 
were finalized after consultation with 
various committees and experts. The 
IFEZa has mapped out execution plans 
based on its achievements and self-
reflection in the last 15 years.

As part of its plans to strengthen 
the ability to respond to changes in the 
investment environment in the future, the 

IFEZA will also revise priority industries 
to attract according to the policies for 
investment attraction from the compa-
nies at home and abroad in line with the 
government’s second free economic zone 
basic plans between 2018 and 2027.

The IFEZA is planning to aggressive-
ly attract global companies by focusing 
on promoting the airport and port eco-
nomic bloc and expand the partnership 
between model cities in South Korea and 
China to the service industry by making 
use of the stage 2 service model zone 
platform of the Korea-China FTA.

Moreover, the IFEZA will seek to 
increase the number of international 
organizations from the current 15 to 
35 in the zone, attracting a total of 50, 
and create the optimal environment for 

By Jung Suk-yee

Aiming to Become a Global Business Frontier

IFEZA Unveils New Vision,  
Strategy to Mark 15th Anniversary

An aerial view of Songdo International City.

20 

national



international organizations by operating 
health clinics and legal and tax consult-
ing offices only for foreigners.

In particular, the IFEZA will push 
forward inter-Korean transportation busi-
ness, including sea and land, through 
the West Sea NLL and Special Zone for 
Peace and Cooperation and pursue the 
West Sea Special Economic Community 
Zone strategy as the South-North rela-
tions have improved. It also plans to 
work with Incheon City, Gaeseong and 
Haeju on projects for the West Sea NLL 
and Special Zone for Peace and Coop-
eration and examine the West Sea Spe-
cial Economic Community Zone policy 
in accordance with the improvement of 
inter-Korean relations and seven key 
pledges selected by the popular vote.

As part of its efforts to adapt to the 
Fourth Industrial Revolution, the IFEZA 
will connect Songdo District 11 with 
neighboring District 4, 5 and 7 and create 
the world’s largest and best biotech and 
healthcare complex.

For the medical care sector, the 
IFEZA plans to set up a medical town, 
which is a hospital complex specialized 
to Songdo, and research-focused hospi-
tals, including Songdo International Hos-
pital and Severance Hospital, and attract 
a mid-size general hospital in Yeongjong 
and create a medical tour complex in 

Cheongna in its bid to promote the IFEZ 
as a hub of infrastructure for the settle-
ment environment and medical health-
care industry.

The IFEZA will also attract mainly 
companies specialized in core technolo-
gies of the Fourth Industrial Revolution, 
such as information technology (IT), bio-
technology (BT), medical convergence 
and integration, artificial intelligence 
(AI), fifth generation networks (5G), 
Internet of Things (IoT), autonomous 
vehicle and core material component, in 
Songdo and designate the zone as special 

aircraft maintenance, repair and overhaul 
(MRO) complex and general aviation 
industrial complex, and attract domestic 
and foreign companies related to aviation 
maintenance, flight training center and 
aviation parts in Yeongjong.

Furthermore, the IFEZA will inte-
grate robot, drone and new energy com-
panies in Cheongna and attract futuristic 
car component producers in the Incheon 
Hi-Tech Park in order to create a conver-
gence and integration hub that leads the 
Fourth Industrial Revolution.

In addition, the IFEZA will make 
the IFEZ a futuristic smart city equipped 
with the Fourth Industrial Revolution 
technologies, including AI and big data, 
and export the IFEZ’s smart city model 
through the development of customized 
smart city models and branding.

Kim Jin-yong, commissioner of 
the IFEZA, said, “Many achievements 
made by the IFEZ over the last 15 years 
were possible thanks to IFEZA employ-
ees’ enthusiasm and effort for the IFEZ, 
Incheon citizens’ love and encourage-
ment and experts’ expertise and partici-
pation. We will not only respond quickly 
to a new environment change called the 
Fourth Industrial Revolution through the 
latest IFEZ vision and strategy but also 
make every effort to make the IFEZ a 
global city by gathering internal capaci-
ties and making best use of external 
resources.”  

An image of Cheongna City International Tower.

Commissioner Kim Jin-yong of IFEZA.
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Fresh investment in startups has 
reached an all-time high. The 
Ministry of SMEs and Start-

ups said on Oct. 24 that the amount of 
new venture investment f rom January 
to September this year amounted to 2.55 
trillion won (US$2.25 billion), surpass-
ing the highest annual total of 2.38 tril-
lion won recorded last year.

Total new venture investment is 
expected to be more than 3.3 trillion won 
(US$2.92 billion) by the end of the year.

The growth rate of new investment 
was 47.3 percent compared to the same 
period last year (1.73 trillion won), 
which is much higher than the average 
annual growth rate of 13.2 percent over 
the past four years.

The ministry attributed the surge in 
venture investment to a shift to private 
sector-led venture policies and the intro-
duction and expansion of private sector-
proposed funds. “It appears that funds 
formed by private investment companies 
have started to make full-scale invest-
ments in venture companies,” a ministry 
official said.

This year, 16 private-proposed funds 
have been created and the aggregate 
amount of funding reached 82.6 billion 
won (US$73 million).

During the first nine months of this 
year, investment in startups in the initial 
phase (within three years from founda-
tion) totaled 757.1 billion won (US$669 
million), up 29.6 percent from the same 
period last year. A total of 450 companies 
in this category received investment, an 
increase of seven firms from last year.

Investment in companies in their third 
to seventh year in business reached 859 
billion won, an increase of 33.8 percent. 
The number of recipients in this category 

was 332, up 67 firms from last year.
Investment in all industrial sectors 

has increased compared to the same peri-
od last year. Investment in the bioengi-
neering and information-communication 
sectors was 627.1 billion won and 696.9 
billion won, respectively, up more than 
50 percent year-on-year.

The ministry said investors’ high 
expectations for companies in new 
industries related to the Fourth Industrial 
Revolution affected venture investment 
markets.
ㅂIn addition, the amount of venture 

investment recovered was 2.23 trillion 
won by September, up 81.8 percent from 
1.23 trillion won at the same time last 
year. Investors’ profits were 2.4 times 
larger than their original investment.

Among the exit channels, selling 
stocks over the counter accounted for 
1.85 trillion won or 47.4 percent of the 
total, followed by initial public offerings 
(IPOs) with 724.7 billion won (32.5 per-
cent).

Of the 43 companies listed on KOS-
DAQ this year, those that received 
investment from venture capital account-
ed for 22, or 51.2% of the total. This 
means investment payback through IPOs 
will continue.

Meanwhile, 13 venture capital com-
panies were established by September 
this year, boosting the total number of 
VC companies operating in Korea to 129.

The figure more than tripled from 
the registration of four companies in the 
same period last year, and is higher than 
the average number of newly registered 
companies in the past five years, which 
is eight.

The ministry attributed the increase 
in venture capital companies to the relax-
ation in capital requirements from 5 bil-
lion won to 2 billion won in October last 
year. It also said some of the new venture 
capital companies were set up by senior 
venture entrepreneurs who are running 
KOSDAQ-listed companies and former 
officials at venture capital companies.  

Brisk Investment in Startups 

Fresh Venture Investment Hits  
New High in Jan.-Sept Period
By Michael Herh

Venture investment is brisk. Fresh investment in startups in the first nine months of the year totaled 2.55 trillion 
won, already surpassing last year's annual total of 2.38 trillion won.

22 

coVER stoRY



The amount of venture invest-
ment collections from Janu-
ary to August this year hit a 

record high at 1.8 trillion won (US$1.58 
billion). Cafe24, the first company to go 
public under the so-called Tesla stan-
dards, had the highest payback in the ini-
tial public offering (IPO) with more than 
100 billion won (US$87.97 million).

According to the Ministry of SMEs 
and Startups (MSS) on October 10, the 
amount of venture investment paybacks 
as of August this year came to 1.86 tril-
lion won (US$1.63 billion), up 107 per-
cent from 897.4 billion won (US$789.41 
million) at the same period last year. It 
made 2.4 times, or 136 percent, higher 
profit compared to venture investment 
principal. The figure was higher than 
1.69 times at the same period last year.

The amount of investment paybacks 
through IPOs or merger and acquisi-
tions (M&As) increased by more than 
2.2 times compared to a year earlier and 
the over-the-counter (OTC) sales, which 
is an intermediate recovery market, also 
nearly doubled.

An official from the ministry said, 
“The venture policy led by the private 
sector and supported by the government 
and the creation of secondary funds and 
M&A funds have activated the exit mar-
ket. Nearly 2.8 trillion won (US$2.46 
billion) of money is expected to be col-
lected by the end of the year.”

A secondary fund makes profits by 
buying venture shares owned by venture 
capital firms and angel investors. It is 
the means that helps recover investment 
funds. A total of 57 associations have 
formed 1.53 trillion won (US$1.35 bil-
lion) worth of secondary funds and 1 tril-
lion won (US$879.66 million) of money 

has been invested in 572 firms until now.
By industry, venture investment col-

lections were activated mainly in new 
industries, such as biotech and infor-
mation and communication technology 
(ICT), and there was a rapid increase in 
over-the-counter transaction of the gam-
ing industry. The new industries, includ-
ing biotech and ICT, were added to tra-
ditional investment like electronics and 
machinery last year.

The amount of venture investment 
collections through an IPO from January 
to August this year stood at 586.7 billion 
won (US$516.1 million), up 148.2 per-
cent from 236.4 billion won (US$207.95 
million) a year ago. The number of com-
panies increased by 20 to 114, while the 
average amount of recovery per company 
doubled to 5.1 billion won (US$4.49 mil-

lion). Cafe24, the first firm to be listed 
under the Tesla standards, showed the 
highest amount of recovery this year at 
104.3 billion won (US$91.75 million).

In addition, biotech companies, which 
have been invested with expectations of 
high returns, have recently pushed ahead 
with an IPO in earnest so the amount of 
recovery significantly grew.

The amount of investment paybacks 
through the sale of OTC stocks stood at 
859.6 billion won (US$756.16 million), 
up 112.5 percent from 404.4 billion won 
(US$355.74 million) at the same period 
last year. In particular, the gaming indus-
try saw its venture investment collections 
increase over 700 percent as Tencent 
bought 238.7 billion won (US$209.98 
million) worth of Bluehole shares over 
the counter.  

Venture Investment Getting More Successful 

Venture Investment Paybacks in Korea 
Jump 107% from 2017
By Yoon Young-sil

The amount of venture investment paybacks as of August this year came to 1.86 trillion won (US$1.63 billion), up 
107 percent from the 897.4 billion won (US$789.41 million) recorded during the same period last year.
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An Interview with Top Venture Policy Maker 

Korean Gov’t Seeking to 
Establish Private-centered 
Venture Ecosystem
By Jung Suk-yee

It has been about 10 months since 
you were appointed to lead the Office 
of Startup & Venture Innovation of the 
Ministry of SMEs and Startups. What 
has been and will be the key of the 
office’s policy?

We have come up with a wide range 
of measures to create a startup and 

venture ecosystem led by the private 
sector. Those include a private-centered 
venture ecosystem plan released in 
January this year, detailed operation 
plans for the Centers for Creative 
Economy & Innovation announced in 
February, measures for youth startup 
promotion disclosed in March and a 
package to support innovative startups 
for job creation released in May.

As a result, this year’s accumulated 
fresh venture investment reached 2.55 
tr i l l ion won (US$2.27 bi l l ion)  in 
September, up 47.3% from a year ago. 
From January to August, the number of 
newly established venture companies 
increased 6.4% year on year.

The policy tenet for next year will be 
the same. The private sector will play an 
increasingly important role in shaping 
the venture ecosystem and promoting 
the growth of startups and venture firms, 
with the government’s role limited to 
assistance.

Fresh venture investment hit an all-
time high of 1.615 trillion won in the 
first half of this year and the amount of 
venture investment recovered totaled 
1.858 trill ion won from January to 
August, a year-on-year growth of 
more than 200%. Can it be said that 
a virtuous circle has taken root in the 
venture ecosystem?

The government has made a lot of 
efforts to expand venture investment. For 
instance, a 10 trillion-won innovation 
venture fund will be established by 
2020. We have also introduced private-
proposed funds to induce private venture 
investment.  At the same time, the 

government has improved the KOSDAQ 
market and reformed the venture holding 
company system to facilitate exit from 
venture investment.

We believe a virtuous circle is 
taking root in the venture ecosystem. 
For the development of an ecosystem, 
exit channels are particularly important. 
The fact that this year’s recovery of 
venture investments more than doubled 
from last year is a very positive sign. We 
will continue to make efforts so that the 
virtuous circle takes firm roots, fueling a 
second venture boom in Korea.

A growing number of startups are 
created thanks to government support. 
However, it has been reported that the 
number of technology-based venture 
firms not large enough. Why is it so?

Quantitative indices such as the 
number of newly created venture firms 
are continuing to improve. However, it 
has been pointed out that there are not 
enough startups with high technological 
capabil it ies or founded by highly-
educated engineers.

The main  problem i s  tha t  the 
personal cost of business failure is much 
greater than the reward of success in 
Korea. As a result, talented young people 
are not interested in starting a business. 
Furthermore, a second chance is still 
hard to come by for a failed entrepreneur. 

Seok Jong-hoon, head and assistant minister of 
Startup & Venture Innovation Office at the Ministry of 
SMEs and Startups.

Seok Jong-hoon ,  head 
and assistant minister 
o f  S tar tup  & Ven ture 

Innovation Office at the Ministry 
of SMEs and Startups, has been 
spearheading the government’s 
drive to foster the venture industry. 
He sought to create a private-led 
venture ecosystem through a series 
of policy initiatives, including the 
operation plans for the Centers for 
Creative Economy & Innovation 
released in February, measures for 
youth startup promotion disclosed in 
March and a package for innovative 
startup promotion released in May. 
He has also been pushing ahead 
with various measures to help 
small and medium enterprises and 
startups grow into global players. 
BusinessKorea sat down with him 
and asked about major results from 
his efforts to develop the venture 
ecosystem since taking office early 
this year. Following are excerpts 
from an exclusive interview with the 
assistant minister.
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To address this problem, the government 
has abolished the joint surety system 
required for  taking out  a  loan a t 
financial institutions, while restoring 
tax exemption for stock options given 
to venture entrepreneurs and employees. 
Also, the government has been striving 
to create a startup culture in universities 
and state-funded research institutes. 
For instance, startup-related indices are 
reflected in its assessment of colleges 
and research institutes.

Despite the continued uptick in 
venture investment, it is hard to find 
venture companies that  have the 
potential to grow into a unicorn. What 
are the reasons?

The reasons include Korea’s laws 
and regulations failing to catch up with 
new technologies and trends, startups’ 
tendency to focus on the domestic 
marke t ,  and  the i r  l ack  of  g loba l 
networks. In addition, the amount of 
venture investment per company is 
smaller compared with other countries, 
which means Korean venture companies 
do not have enough capital for growth. 
As of 2017, the average investment in 
venture firms was 1.9 billion won in 
South Korea and 10.6 billion won in the 
United States.

However, the National Assembly 
has recently passed a bill on regulatory 
sandboxes, allowing us to remove 
r e g u l a t o r y  h u r d l e s  f o r  v e n t u r e 
companies. We will work with other 
ministr ies  to ensure that  s tar tups 
can grow fast free from unnecessary 
regulations. We will set up the “Startup 
Park” and the Korea Startup Center 
to promote open innovations among 
companies. These measures will lay 
the foundations for the emergence of 
unicorns in Korea.

According to the Startup Trend 
Report 2018, Korean venture companies 
regard deregulation, not a lack of funds, 
as the most urgent task for startup 
ecosystem development. What is the 
ministry’s plan to address the task?

South Korea’s legal system is based 
on a positive regulatory approach. Laws 

specify things that people are allowed 
to do. You are not allowed to do things 
that are not specified by law. This 
means a company cannot roll out a new 
product or service if it is not specified in 
the law. On the other hand, companies 
in advanced countries can launch new 
products and services even if they are not 
specified in the law.

In this regard, what we need is a 
flexible regulatory system that allows 
entrepreneurs to bring their new products 
and services to market unhindered. 
Regulating their products and services is 
necessary only when they are found to 
have problems

In September this year, the National 
Assembly passed amendments to laws on 
industrial convergence, ICT convergence 
and specialized regional development to 
facilitate the introduction of regulatory 
sandboxes. Down the road, we will 
cooperate with other ministries to ensure 
that startups can enter new industries 
without being hindered by regulations.

What  i s  the  cur rent  s ta tus  o f 
startups’ advancement into overseas 
markets  and how is  the ministr y 
support ing their entry into global 
markets?

We are currently pushing ahead 
with various measures to help small 
and medium enterprises startups turn 
themselves into global players. We are 
providing overseas marketing assistance 
to SMEs, which is tailored to their level 
of globalization. We are also operating 
a global acceleration program aimed at 
globalization of startups in their initial 
phase. We select startups in cooperation 
with foreign accelerators and provide 
each of them with 30 million won for 
overseas business expansion.

We are planning to establish the 
Korea Startup Center and provide a place 
where foreign accelerators and local 
startups can meet and build networks.

The South Korea-France Startup 
Summit was held during President 
Moon Jae-in’s recent visit to Europe. 
W h a t  a r e  i t s  s i g n i f i c a n c e  a n d 
achievement?

We have confirmed the need for 
more exchanges between South Korean 
and French startups. France has one of 
the most developed startup ecosystems in 
Europe. French officials shared with us 
France’s effective startup programs like 
“La French Tech” and “Station F.” We 
also discussed cooperation in organizing 
startup support events.

Four MOUs were signed at the 
startup summit, including that between 
BPI France and the Small and Medium 
Business Corporation of South Korea. 
We have gained a foothold for South 
Korean startups’ expansion in France and 
Europe. Twelve Korean startups carried 
out IR pitching, getting an opportunity to 
build networks with French startups and 
participate in incubation programs.

This year’s Startup Festival takes 
place in Busan from Nov. 8-10. What is 
it going to be like and what effects do 
you expect from it?

T h e  a n n u a l  S t a r t u p  F e s t i v a l 
celebrates its 18th anniversary this 
year. This year’s event will be the first 
to be organized outside the capital 
area. While past editions of the festival 
had been indoor exhibitions largely for 
businesspeople, we are planning to make 
this year’s event an outdoor festival 
primarily for ordinary people. The 
three keywords for this year’s edition 
is “participation of ordinary citizens,” 
“festival” and “global.” We have invited 
many foreign experts and entrepreneurs.

The festival will offer about 40 
events including startup IR sessions, 
inves tment  consul t ing  meet ings , 
lectures, forums, product exhibitions 
and performances. They are going to be 
very enjoyable and interesting to see and 
experience.

We hope that the upcoming event 
offers a space for local and foreign 
startups to build networks with global 
leaders, investors, government agencies 
and private-sector participants. We also 
hope that the festival inspires more 
people to take on the challenge of 
launching a startup. Lastly, we would 
like to see it spark off a startup boom in 
Busan and other provinces.  

25 



Vi s u a l C a m p ,  a  m e m b e r 
company of  the  K-ICT 
Born2Global Centre, has 

developed an innovative eye-tracking 
technology that is a key component of 
the algorithm that measures the levels 
of motion sickness felt by users when 
viewing VR content. The company 
announced that it has provided this 
technology to the Electronics and 
Telecommunications Research Institute 
(ETRI).

Drastically decreasing the dizziness 
and motion sickness felt by users of 
VR headsets (VR HMD), which has 
thus far posed a significant obstacle to 
the revitalization of VR products, the 
technology is already gaining attention as 
a catalyst for VR market expansion.

A n  E T R I  s p o k e s p e r s o n  s a i d , 
"The eye-tracking technology of the 
domestic company VisualCamp, whose 
technologies are faster and more accurate 
than their multinational counterparts, 
is being clinically tested on a wide 

scale and contributing to sophistication 
of algorithm technology that measures 
motion sickness during the use of VR 
devices."

If this motion sickness-measuring 
algorithm is applied to TrueGaze VR 
Analysis (VR-based analytical solution), 
released by VisualCamp in September, 
data analysis of user gaze is expected 
to be utilized for neuro-marketing and 
research not only by corporations in the 
consumer goods industry but also VR 
content companies.

The technology is expected to be 
particularly groundbreaking in the VR 
educational content market, which has 
been brought to a standstill by VR-induced 
motion sickness among minors.

Suk Yun-chan, CEO of VisualCamp, 
stated, "Starting with eye-tracking 
technology (provided to ETRI this year) 
that alleviates dizziness and motion 
sickness, we will continue to work 
with ETRI to establish various types 
of technological infrastructure towards 
revitalization of the VR market."

The K-ICT Born2Global Centre 
Chief Executive Director Kim Jong-
kap said, "VisualCamp is a pioneer in 
development of domestic eye-tracking 
technology. Its possession of such 
technology applicable to VR, AR, and 
mobile devices, as well as the ability to 
collect and analyze this data, makes us 
very excited about the company's recent 
collaboration with ETRI."

VisualCamp's eye-tracking technology 
is in use with stand-alone VR HMDs, 
smartphones, and tablet PCs. The 
company's consistent engagement in 
technological innovation is manifested 
in its most recent VR-based analytical 
solution.  

A Technology That Can Revitalize VR Market 

VisualCamp Provides 'Gaze Tracking 
Technology' to ETRI
By Kim Eun-jin

The eye-tracking technology from VisualCamp 
drastically decreases the dizziness and motion 
sickness felt by users of VR headsets. 

VisualCamp has provided its innovative gaze-tracking technology to the Electronics and Telecommunications 
Research Institute (ETRI).

cover story

26 



Twinword Inc. ,  a  member 
c o m p a n y  o f  t h e  K - I C T 
B o r n 2 G l o b a l  C e n t r e , 

announced on Sept. 17 the launch of 
its newest application programming 
interface (API), the Emotion Analysis 
API. The API is now available on 
A m a z o n  We b  S e r v i c e s  ( AW S ) 
Marketplace and Mashape and can 
identify six different emotions that cover 
the full spectrum of emotions: joy, anger, 
sadness, disgust, surprise, and fear.

With the ability to detect those 
emotions in a paragraph of text, it opens 
up new possibilities for any business. 
Specifically, this API helps marketers 
to measure and analyze user experience 
in a completely new way and enables 
companies to customize their app or 
website according to their customer's 

emotions. For example, it could be used 
to implement auto-suggested or pre-
filtered emojis in messaging apps, so 
users can easily find the emojis that fit 
the emotion of their message.

"The need for emotion analysis 
is continuously growing due to the 
high importance of user experience," 
e m p h a s i z e d  K o n o  K i m ,  C E O  o f 
Twinword. "With the development of our 
Emotion Analysis API we are excited to 
offer the opportunity for any business 
to improve the satisfaction of their 
customers."

Generally, emotion analysis presents 
endless possibilities, and a research paper 
from Tractica, "Emotion Recognition 
and Sentiment Analysis," forecasts an 
exponential usage of analysis software 
driven by industries such as retail, 

advertising, business services, healthcare 
and gaming, with top use cases being 
customer experience, product/market 
research and customer service.

APIs are operat ing systems or 
interfaces in an application program that 
simplify the process for developers to 
utilize certain technologies. Twinword 
Inc. has successfully developed several 
APIs that are connected to natural 
language processing, such as a Text 
Similarity and a Word Associations API. 
With the development of the Emotion 
Analysis API, Twinword Inc. took the 
next step to facilitate businesses to build 
software that reads and understands 
written text through Twinword API.

For more detailed information on 
Twinword, please visit https://www.
twinword.com/  

Find Out How Your Customers Feel About Your Products and Services  

Identify Emotions in Written  
Text - Twinword Inc. Announces  
New Emotion Analysis API
By Michael Herh

The Emotion Analysis API from Twinword, a South Korean startup, enables a comapny to identify six different 
emotions of its customers.its growth potential.
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JLK Inspection (CEO Wontae 
Kim), a member company of 
the K-ICT Born2Global Centre, 

announced that its ischemic stroke 
diagnosis-supporting software JBS-01K 
has been first approved by the Ministry 
of Food and Drug Safety (MFDS) of 
South Korea as an AI-based class III 
computer-aided diagnosis system.

Caused by a blood clot in patients' 
brain, ischemic stroke leads them to 
aftereffects and reduced performance 
in exercise ability. As South Korea has 
become an aged society, it is expected 
that the number of ischemic stroke 
patients will increase rapidly. Ischemic 
stroke has different treatments and 
prognosis by its occurrence subtypes, 
thus it is crucial to identify the stroke 
subtype. To analyze brain MR images 
of patients enables exact stroke subtype 
classification, quick and appropriate 
treatments, and a better prognosis.

JBS-01K is  developed by JLK 
Inspection's own AI technology. It is 
an AI-based medical image diagnosis-
supporting system which assists medical 
specialists in diagnosing the cause of 
ischemic stroke more than detecting 
brain lesions. When brain MR images 
and atrial fibrillation presence of patients 
are entered into JBS-01K, this software 
shows the probability of four ischemic 
stroke subtypes to support the physicians 
and their diagnosis.

The MFDS of South Korea uses 
a four-class classification of medical 
devices by their intended use and 
potent ia l  hazard to  human.  More 
specifically,  an AI-based medical 
device is classified according to how 

the device shows the diagnosis results. 
'Computer aided diagnosis software,' 
which analyzes medical images and 
automatically shows the probability of 
presence, severity, or condition of the 
diseases, is classified as class III, while 
class II includes 'analyzer, medical 
image, software' and 'computer aided 
detection system' which shows the area 
of medical images.

JBS-01K is  current ly the only 
medical device classified as 'computer 
aided diagnosis software' (A26430.14) 
and approved by the MFDS through a 
large-scale and multi-center clinical trial 
for safeness and effectiveness.

In 2017, the first investigation 
application of AI-based medical device 
in class III for JBS-01K was approved 
by the MFDS. The multi-center clinical 
trial was conducted for five months at 
Dongguk University Ilsan Hospital and 
Seoul National University Bundang 
Hospital, and it used the medical data 
of 1,089 subjects, which was a large-
scale clinical trial the world had never 
seen before regarding AI-based medical 
device.

The clinical trial was conducted 
to compare neurologists and JBS-01K 
independently in terms of the diagnosis 
results of ischemic stroke subtypes. 
Assuming JBS-01K as the medical 
specialist level, an evaluation of the 
results to check the agreement between 
JBS-01K and neurologists did prove that 
performance of the AI-based software is 
as high as the level of medical specialists 
according to the multi-center clinical trial 
with 1,089 subjects.

Made by using big data of brain MR 

images and clinical information together 
with the team of neurology professor 
Dong-Eog Kim of Dongguk University 
Ilsan Hospital, JBS-01K can provide 
a data-based quantitative analysis of 
ischemic stroke subtypes and help the 
physicians to give patients personalized 
diagnoses and proper treatments. The 
use of JBS-01K is expected to improve 
the prognosis and the life of each patient 
and reduce the social cost of a nation. 
In the case of South Korea, the number 
of MRI units per each million people is 
26.3, which ranks fourth according to the 
OECD data in 2015. This is why JBS-
01K is expected to be widely used in 
not only big hospitals but many medical 
institutions with MRI units in South 
Korea.

Meanwhile, JLK Inspection has 
applied for FDA Approval Submission 
for JBS-01K and is looking for various 
ways to enter the overseas market 

Looking for Partners to Enter Global Market

AI-Based Class III Medical Device of 
JLK Inspection Approved by S. Korea's 
Ministry of Food and Drug Safety
By Michael Herh

JLK Inspection has obtained approval on its 
ischemic stroke diagnosis-supporting software JBS-
01K from Korea's Ministry of Food and Drug Safety.

cover story

28 



Dable, a member company 
of the K-ICT Born2Global 
Cen t r e ,  announced  On 

September 12 that it hosted Indonesia 
Native Ads Conference (INAC) 2018 
in Kuningan, Jakarta as a platform 
for discussions on everything from 
successful marketing examples to 
the latest trends. The event was a 
great success, with approximately 150 
representatives from the media and 
marketing sectors in attendance.

Dable provides the "Dable Content 
Recommendation" and "Dable Native 
Ad"  se rv ices ,  which  recommend 
individual ly ta i lored content  and 
advert isements  to  users  based on 
real-t ime big data processing and 
personalization and recommendation 
technologies. In 2017, Dable hosted the 
Korea Native Ads Conference in Korea.

Held under the theme "Performance-
Driven Content Marketing," INAC 
featured a wide range of speakers, 
inc luding Wikan Pr ibadi  (d ig i ta l 
fundraising officer, UNICEF), Wahyu 
Dhyatmika (editor in chief, Tempo), 
Nendra Primonik Sekar Rengganis 
(director, Hipwee), and Herni Wijaya 
(vice president, Leverate Media Asia), 
all of whom have extensive knowledge 
of and field experience with the latest 
marketing trends.  Start ing with a 
presentation entitled "Native Ad vs. 
Display Ad" which examined the status 
and future of native ads, discussions 
were held on successful cases of sales 
growth and brand marketing through 
native ads and the latest marketing 
trends, including personalized marketing.

Herni Wijaya said: "As display ad 
is evolving, people encounter more and 
more annoying, intrusive display ads 
on web. Online advertising was meant 

to be compelling, useful, and engaging. 
Content-driven ad format such as 
native ads has a great combination of 
performance and user experience. With 
well-implemented native ads, we have 
seen numerous successful campaigns for 
prospecting, promoting content, and even 
conversion."

Sewon Yoon, who is responsible 
for  Dable ' s  overseas  bus inesses , 
said:  "Dable 's  nat ive ad platform 
equipped with personalization and 
recommendation technology is in its 
infancy in Indonesia. We hope that 

INAC will contribute to the efforts being 
made to disseminate useful information 
on native ads and establish ad-related 
strategies."

Dable recently entered the Indonesian 
market. It has signed service contracts 
with Indonesia's top media companies 
(Tempo, Kontan,  JPNN, etc.)  and 
is working to secure inventory. The 
company is also in the process of 
recruiting advertisers from among local 
Indonesian and international corporations.

For more detailed information on 
Dable, please visit http://dable.io/id/  

Dable hosted Indonesia Native Ads Conference (INAC) 2018 in Kuningan, Jakarta as a platform for discussions 
on everything from successful marketing examples to the latest trends.

Conference on Online Ads and Marketing

S. Korea's Dable hosts 
Indonesia Native Ads 
Conference 2018
By Michael Herh

such as China and Europe with its 
international partners.

In  add i t ion  to  JBS-01K,  JLK 
Inspection has built CT-based and 
MRI-based solutions which cover the 
whole range of hyperacute and acute 

cerebrovascular diseases. An AI-based 
dementia diagnosis platform is currently 
in development and it will be released 
in the market to treat the patients 
as soon as possible. JLK Inspection 
becomes a global leader in the medical 

industry with their own AI technology 
development to save people against 
varied diseases professionally.

For more detailed information on 
JLK INSPECTION, visit www.jlk-
inspection.com  
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The exposure of South Korea’s four major banks to 
the auto industry is approaching 40 trillion won 
(US$35.03 billion). If Hyundai Motor and Kia 

Motors continue to show a poor performance, their partner 
companies will be driven into financial trouble. Then banks are 
highly likely to have an increasing number of non-performing 
loans. Banks have practically stopped giving out new loans. 
They are extending the maturity of existing loans and reviewing 
new loans more thoroughly.

According to investment banking (IB) industry sources on 
October 29, the exposure of the nation’s four major banks – KB 
Kookmin Bank, Shinhan Bank, Woori Bank and KEB Hana 
Bank – to the car industry comes to 40 trillion won (US$35.03 
billion). According to lending statistics collected by the Bank 
of Korea, the amount of bank loans to the car and trailer indus-
try stood at 31.2 trillion won (US$27.32 billion) as of the sec-
ond quarter of the year. The figure doesn’t accurately reflect 
the actual amount of loans as information technology (IT) and 
multi-industry companies were omitted.

Some watchers say domestic banks’ loans related to the 
car industry can far surpass 50 trillion won (US$43.78 billion) 
when loans from NH Nonghyup Bank and IBK Industrial Bank 
of Korea are included. These two banks have a considerable 

amount of loans to automakers’ partner firms.
A president of a commercial bank said, “As the auto industry 

continues to be sluggish, primary and secondary vendors manage 
to hang in there but tertiary and fourth-tier vendors are running 
out of operating funds. In fact, subcontractors which were denied 
loans by banks rely on special loans from the Korea Credit Guar-
antee Fund (KODIT) and Korea Development Bank (KDB).

Some point out that the government’s plan to provide 1 tril-
lion won (US$875.66 million) worth of preferential guaran-
tees through KODIT and Korea Technology Finance Corpora-
tion next month is not enough in consideration of tertiary and 
fourth-tier vendors. An official in charge of handling loans at a 
commercial bank said, “The loan default rate hasn’t increased 
rapidly yet, but signs of insolvency are growing, including the 
downgrading of loans from ‘normal’ to ‘attention required’ in 
loan soundness classification. We have no choice but to extend 
the maturity of loans first and selectively give out new loans 
depending on the ability to generate cash and repay.

Meanwhile, 18 out of 70 listed car component companies 
reported a loss in the first half of this year, according to a recent 
survey. For this reason, the Korea Auto Industries Cooperative 
Association (KAICA) asked the government for 3 trillion won 
(US$2.63 billion) of emergency funding.  

Signs of Insolvency Growing among Parts Producers  

Korea’s Major Banks Will Hurt If Auto 
Industry Crisis Continues
By Jung Min-hee

More than 20 percent of the 70 listed car component companies reported a loss in the first half of this year.

30 

MonEY



‘Black October’ 

S. Korean Stock Market Loses 261 Tril. 
Won in October Alone
By Yoon Young-sil

South Korea’s foreign exchange 
reserves topped US$400 billion 

in June for the first time.
As trade tensions between the United 

States and China escalates and a contin-
uous increase in the U.S. Interest rates 
fuels uncertainty, South Korea’s major 
companies are seeing their performance 
get worse and the South Korean stock 
market have been crashing every day.

As foreign investors continued to sell 
off their stocks in the South Korean mar-
ket, the benchmark KOSPI and second-
ary KOSDAQ index showed the largest 
monthly drop in October after the global 
financial crisis in 2008. The South Kore-
an stock market, which posted the sharp-
est decrease among major countries, lost 
261 trillion won (US$228.45 billion) of 
market capitalization in October alone.

According to the Korea Exchange 
(KRX) on October 28, the KOSPI closed 
at 2,027.15 on Oct. 26, down 315.92 
points, or 13.48 percent, from the begin-
ning of October. The KOSDAQ index 
also fell 159.20 points, or 19.36 percent, 
to 663.07. The market capitalization of 
the KOSPI decreased about 209.85 tril-
lion won (US$183.68 billion) over the 
same period, while that of the KOSDAQ 
went down 51.53 trillion won (US$45.1 
billion). In other words, 261.38 trillion 
won (US$228.78 billion) of market capi-
talization had evaporated in the domestic 
stock market over the last month.

The steep decline in the domestic 
market this month compares to the 23.13 
percent drop in October 2008 during the 
global financial crisis and the 27.75 per-
cent plunge in October 1997 during the 
Asian Financial Crisis, known in South 
Korea as the “IMF Crisis.

The South Korean stock market also 
has the steepest pace of decline in Octo-

ber among other major stock markets in 
the world. In particular, the decrease of 
19.36 percent in the KOSDAQ index is 
the highest among 30 major stock price 
indexes in 27 countries and regions 
across the world, including G20 coun-
tries and Hong Kong. The figure is far 
higher than -13.78 percent of the Taiwan 
Stock Exchange TAIEX Index, -12.33 
percent of the Argentina Merval Index, 
-7.89 percent of China's Shanghai Com-
posite Index and -10.05 percent of Hong 
Kong's Hang Seng Index.

In addition, foreign investors’ contin-
uous selling spree causes concerns over 
additional market correction. Foreign 
investors sold off a total of 4.5 trillion 
won (US$3.94 billion) worth of domes-
tic stocks – 3.79 trillion won (US$3.32 
billion) in the KOSPI market and 710.9 
billion won (US$622.23 million) in the 
KOSDAQ market – this month alone. 
The figure is the biggest after June 2013 
when 5.13 trillion won (US$4.49 billion) 
worth of stocks listed on the KOSPI and 
KOSDAQ market were sold off and cap-

ital left the Asian market as a whole due 
to concerns over the quantitative easing 
(QE) program in the U.S.

Considering the fact that the Nation-
al Pension Service has been constantly 
reducing its proportion of investment in 
the domestic market, there is no inves-
tor that can fill in the vacuum in demand 
from foreign capital outflow.

Small individual investors who have 
been aggressively net selling domes-
tic stocks are shedding tears of agony 
after the stock market crash. In fact, the 
prices of the top 10 shares in terms of 
individual investors’ net purchase from 
the end of last month to the end of last 
week plunged 20.7 percent on average. 
The number of small investors who took 
out loans to invest in stocks and got into 
financial difficulties also has greatly 
increased.

This month, the total asking price of 
closed trades by securities companies in 
the KOSPI and KOSDAQ market came 
to 399 billion won (US$349.23 million), 
reaching a record high in seven years.  

The benchmark KOSPI and secondary KOSDAQ index showed the largest monthly drop in October after the 
global financial crisis in 2008.
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As the South Korean stock market continued to 
nosedive in October, the nation’s top 10 business 
groups saw more than 64 trillion won (US$56.26 

billion) of their market capitalization evaporate.
According to Seoul-based market data provider FnGuide 

on October 23, the combined market capitalization of listed 
subsidiaries under the top 10 business groups came to 826.63 
trillion won (US$726.71 billion) based on the closing prices a 
day earlier, down 64.46 trillion won (US$56.67 billion) from 
891.1 trillion won (US$783.38 billion) at the end of last month.

With the domestic market remaining bearish this month, 
the top 10 business groups were helpless to lose their market 
capitalization. The benchmark KOSPI index closed 2.57 percent 
lower at 2,106.10 on the same day, hitting a new yearly low. The 
secondary KOSDAQ index plunged 3.38 percent to 719.00.

The prolonged trade war between the United States and 
China and the rise in U.S. interest rates created higher uncer-
tainty in the financial market of emerging countries. Other 
unfavorable factors, such as the conflict between the European 
Union and Italy, the anxiety about lower business showings 
of U.S. companies and the murder of Saudi Arabian journalist 
Jamal Khashoggi, a critic of the government, played a part as 
well.

Samsung Group lost 32.41 trillion won (US$28.49 billion) 
of market capitalization since the beginning of the year amid 
tumbling stocks, marking the sharpest drop among the top 10 
business groups. In particular, Samsung Electronics’ third-
quarter operating profit is projected to hit a new high of 17.5 
trillion won (US$15.38 billion) but its market capitalization 
showed the largest decrease at 18.62 trillion won (US$16.37 
billion) among listed subsidiaries under the top 10 business 
groups. It’s the same story with other listed subsidiaries under 
Samsung Group. The market capitalization of Samsung Bio-
Logics Co. and Samsung C&T Corp. went down by 5.76 tril-
lion won (US$5.06 billion) and 2.47 trillion won (US$2.17 
billion), respectively.

Hyundai Motor Group also saw its market capitalization 
decrease 12.14 trillion won (US$10.68 billion), mainly its key 
affiliates including Hyundai Motor Co. with -2.46 trillion won 
(US$2.16 billion) and Hyundai Mobis Co. with -3.16 trillion 
won (US$2.78 billion). There is concern that Hyundai Motor 
will not be able to recover in the near future due to a string of 
unfavorable factors such as weaker emerging market curren-
cies, concerns over heavy U.S. tariffs and sluggish global sales.

There was no single business group that showed a growth 
in market capitalization. LG Group had the second largest drop 
with 7.5 trillion won (US$6.59 billion), followed by SK Group 
with 4.26 trillion won (US$3.74 billion), POSCO Group with 
2.8 trillion won (US$2.46 billion), Hyundai Heavy Industries 
Group with 1.49 trillion won (US$1.31 billion), Lotte Group 
with 1.38 trillion won (US$1.22 billion), Hanwha Group with 
1.04 trillion won (US$911.74 million), Shinsegae Group with 
946.4 billion won (US$832 million) and GS Group with 499 
billion won (US$438.68 million). By company, only 14 out of 
98 listed companies belonging to the top 10 business groups 
showed an increase in market capitalization, including Hanwha 
Aerospace Co. with 16.14 percent, SK Materials Co. with 6.03 
percent and GS Retail Co. with 4.68 percent.

The problem is that it is uncertain when the groups will 
be able to recover the evaporated market capitalization as the 
domestic stock market continued to be bearish owing to the 
prolonged trade war between the U.S. and China. The outlook 
on their performance in the third quarter is not rosy as well. The 
business showings of the listed subsidiaries are expected to stay 
still or go down, except for Samsung Electronics. Currently, 
the operating profit of companies listed on the KOSPI market, 
which have market consensus, is forecast to stand at 56.6 trillion 
won (US$49.76 billion) in the third quarter. Considering the fact 
that the disparate ratio of operating profit and consensus reached 
10 percent in the past five years, however, the actual operat-
ing profit is highly likely to be fall short of the expectations. 
Excluding Samsung Electronics, the operating profit is expected 
to fall 0.8 percent compared to a year ago.    

Seoul Bourse Crashes   

Korea’s Top 10 Business Groups Lose 64 
Trill. Won of Market Cap in One Month
By Yoon Young-sil

The listed subsidiaries under the top 10 business groups lost more than 64 trillion 
won (US$56.26 billion) in their combined market capitalization in October alone.
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Concerns are growing over 
increasing volatility of won-
dollar exchange rates due 

to escalating trade tensions between the 
United States and China and rising U.S. 
interest rates. If the volatility continues 
and the Korean won gets excessively 
weaker, more and more foreign capital 
could leave the country.

According to the Bank of Korea 
(BOK) on October 22, the local currency 
closed at 1,128.4 won against the U.S. 
dollar, down 3.7 won from last weekend. 
The exchange rate fell on the day but it 
has been on the rise in the second half of 
this year, which means a weakening of 
the won. The won-dollar exchange rate 
remained at below the 1,100 won level 

in the first half but surpassed the 1,120 
won level in the second half and recently 
reached the 1,140 won level for a while.

The volatility of exchange rates is 
also likely to grow further. This is largely 
due to the intensifying trade war between 
the U.S. and China. The Donald Trump 
administration has again decided not to 
brand China a currency manipulator but 
there is growing concern in the market over 
the prolonged trade war. Some say that the 
U.S. has decided not to label China as a 
currency manipulator to use it as a weapon 
for the prolonged trade war in the future.

When the trade war is prolonged 
and intensified, there will be strong 
preference for U.S. dollar, which is a risk-
free asset. The fact that the U.S. Federal 
Reserve System continuously sticks to 
the tight monetary policy is another factor 
behind the weaker won.

If the exchange rate gradually goes 
up toward the end of the year and the 
volatility grows further at the same time, 
an increasing amount of foreign capital 
can flow out of the South Korean bond 
market. Currently, the policy interest rate 
gap between South Korea and the U.S. 
stands at 0.75 percentage point. When the 

Fed raises the interest rate in December 
once again and the BOK decides to freeze 
the rate by the end of the year, however, 
the rate gap between the two countries 
will go up to 1 percentage point.

With the continuous expansion of the 
interest rate gap and lower arbitrage trading 
gains owing to a stronger dollar, foreign 
investors are highly likely to withdraw 
money from the domestic market.

A c c o r d i n g  t o  t h e  F i n a n c i a l 
Supervisory  Service ,  the  fore ign 
ownership of South Korean bonds 
increased  to  114.28  t r i l l ion  won 
(US$100.96 billion) at the end of August 
but then decreased to 112.09 trillion 
won (US$99.02 billion) at the end of 
September and 111.08 trillion won 
(US$98.13 billion) as of October 18.   

Exchange Rate Volatility Increases

Concerns Growing 
over Foreign Capital 
Flowing Out of S. 
Korean Bond Market
By Yoon Young-sil

The volatility of exchange rates, which are on the 
upswing, is more likely to grow further in the Korean 
financial market.

The Korea Economic Research 
Institute (KERI) has urged the 
Korean government to introduce 

management rights defense measures in a 
hurry to block activist hedge funds.

The institute has recently analyzed a 
report from Activist Insight, a company 
researching data related to activist 
hedge funds, and found that their hostile 
management intervention is becoming 
more and more frequent these days.

The number of activist hedge funds 
increased from 275 to 524 between 
the first half of 2013 and the first half 
of this year. In addition, the number of 
companies publicly targeted by these 
funds, including Apple and P&G, rose 
from 570 to 805 between 2013 and 2017.

Activist hedge funds' investment in large 
companies is on the rise, too. Specifically, 
the ratio of their investment in companies 
with a market capitalization of at least US$2 
billion to their total investment rose from 
33% in 2016 to 36% in 2017.

Also, the number of management 
interventions targeting Asian companies 
jumped from 10 to 106 between 2011 
and last  year.  “Most of the Asian 
companies are Japanese and Chinese, 
but South Korean companies cannot 
be relieved in that cases like Elliott 
Management’s intervention in the 
Samsung C&T-Cheil Industries merger 

in 2015 and the Hyundai Motor Group 
restructuring in 2018 are following one 
after another,” the KERI explained.

According to the KERI, implementation 
of the revised commercial law that stipulates 
cumulative voting and separate auditor 
election will facilitate attacks by hedge funds 
and, as such, management rights defense 
measures need to be prepared without delay. 
“The measures that need to be discussed 
right away include dual class stocks and the 
poison pill,” the institute pointed out.   

Hedge funds’ hostile management intervention is 
becoming more and more frequent these days.

Korean Firms Vulnerable to Attacks 

Measures Required 
against Management 
Intervention by Activist 
Hedge Funds: Report
By Yoon Young-sil
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South Korea’s financial author-
ity is planning to expand indi-
vidual investors’ participation 

in the short selling market, which has 
been a “playing field” for foreign and 
institutional investors.

According to the financial industry 
sources on Oct. 16, Financial Services 
Commission (FSC) Chairman Choi Jong-
ku said during a press conference held at 
the Government Complex Seoul a day 
earlier, “We will give positive consider-
ation to creating the environment where 
individual investors also can participate 
in short selling more easily under their 
own investment strategy.”

The ongoing parliamentary audit of 
the FSC has led it to consider measures 
to lower barriers for small investors 
in the short selling market. During the 
recent audit, Democratic Party lawmak-
er Kim Byung-wook, a member of the 
Assembly's National Policy Committee, 

said, “Foreigner investors account for 60 
to 80 percent of the domestic short sell-
ing market, while individual investors 
take up less than 1 percent. All investors 
should be playing on equal terms but the 
market is neither a level field nor is oper-
ated fairly.”

There's a reason behind it. Individual 
investors have been constantly calling 
for the abolition of short selling. This 
year alone, investors posted a request for 
banning short selling on the Cheong Wae 
Dae’s (the Presidential Office) online 
petition board as South Korean biophar-
maceutical firm Celltrion Inc. still sees 
short selling even after it has been delist-
ed on the secondary KOSDAQ and trans-
ferred to the benchmark KOSPI. There 
has been a growing public outcry for the 
abolition of short selling after Samsung 
Securities’ sloppy dividend payouts and 
the failure of the Seoul branch of Gold-
man Sachs to settle short selling trans-

actions. Considering the fact that short 
sellers place a bet that the stock they sell 
will drop in price, stock prices will go 
down when the amount of short sale goes 
up. Unlike foreigners and institutions, 
individual investors who have very lim-
ited access to short selling are the ones 
that suffer a loss.

The financial authorities said that 
it is impossible to abolish short selling 
because it has positive functions. In the 
short term, short selling helps overvalued 
stocks be adjusted in a timely manner, 
prevent from market confusion caused 
by a stock dive in the future and boost the 
market through investors’ various invest-
ment strategies that make use of short 
selling, including hedge trading. An offi-
cial from the FSC said, “Most countries, 
such as the United States and the Euro-
pean Union, also introduce the short sell-
ing system so the abolition of short sell-
ing, which is generally used in the major 
stock markets, goes against global consis-
tency and it can greatly reduce the attrac-
tiveness of the South Korean market.”

The problem is that there are too 
many constraints for individual inves-
tors to jump into the current short sell-
ing market. According to Kim, the high-
est amount of short selling transactions 
made by individual investors a year was 
just 1.4 trillion won (US$1.24 billion) in 
the past four years. In contrast, the fig-
ures of foreigners and institutions came 
to 70 trillion won (US$62.25 billion) and 
28 trillion won (US$24.9 billion), respec-
tively. Under the related laws, includ-
ing the Capital Market Act, there are no 
limitations by investor group, such as 
individual, institution and foreigner, so 
everyone can short sell.

However, individual investors face 

Abolition of Short Selling Ruled out

FSC Planning to Expand Individual 
Investors' Participation in Short Selling
by Yoon Yung Sil

The Financial Services Commission (FSC) of Korea is planning to create an environment where individual inves-
tors can participate in short selling more easily.
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difficulties in borrowing stocks as they 
fall short of institutions in terms of credit 
rating and financial power. Only institu-
tional investors can take part in the lend-
ing market run by the Korea Securities 
Depository and there is no single securi-
ties companies’ retail product that allows 
short selling as of Sept. Six South Kore-
an securities firms support individuals’ 
short selling through stock loan services 
but the total amount of stock loans is less 
than 20 billion won (US$17.79 million).

The financial authorities have been 
making an every effort to come up with 
measures to root out unfair business 
practices, like naked short selling, rather 
than to facilitate the short selling of indi-
vidual investors. There is no single coun-
try that applies all the regulations same 
with South Korea, including the ban on 
naked short selling, up-tick rule, a trad-
ing restriction that states that short sell-

ing must be either at a price above the 
last traded price of the security, display 
of asking price for short selling, report 
on short selling balance, official notice 
of balance by short selling stock, official 
notice of holders of large quantities of 
short selling stocks, among the ones that 
implement the short selling system, such 
as the United Kingdom, Australia, Japan, 
Singapore and Hong Kong as well as the 
US, the EU.

In addition, the financial regulator 
is revising the Capital Market Act that 
will make illegal short sellers subject to 
imprisonment and fines that are 1.5 times 
higher than the undue profits that they 
earned through illegal trading and gear-
ing up to build a system that monitors 
the balance of stocks and the amount of 
stocks sold and bought to quickly detect 
illegal naked short selling cases after 
Samsung Securities’ dividend incident

Nevertheless, there is still a public 
outcry for the abolition of short selling. 
Accordingly, the financial authorities 
have come up with measures to expand 
investment in order to level the playing 
field and allows individual investors to 
run. However, the expansion of securi-
ties companies that provide short sell-
ing services, which is considered one of 
the measures that can expand short sell-
ing investment of individual investors 
by financial authorities, can tighten the 
securities industry and some experts say 
that there are many challenges to actually 
realize them as the review on detailed 
measures is still at an early stage. Fur-
thermore, there are concerns that the 
short selling market can become “a tomb 
of individual investors” when they indis-
criminately jump into the short selling 
market and lose out on their investment. 

  

The world’s net fund assets totaled 
US$40.2 trillion (45,506.4 tril-

lion won) as of the second quarter this 
year, down US$500 billion (566 trillion 
won), or 1.2 percent, from US$40.7 bil-
lion (46,072.4 trillion won) at the previ-
ous quarter, according to data released by 
the Korea Financial Investment Associa-
tion (KOFIA) on Oct. 22. 

All regions, except for the Americas, 
showed the decrease.

By region, Europe marked the big-
gest drop with US$376.8 billion (426.54 
trillion won), followed by Asia-Pacific 
with US$170.8 billion (193.35 trillion 
won) and Africa with US$19.1 bil-
lion (21.62 trillion won). By contrast, 
the Americas showed an increase of 
US$86.1 billion (97.47 trillion won).

A r eg iona l  b reakdown  o f  ne t 
fund assets shows that the Americas 
accounted for 52.03 percent of the total 

with US$20.91 trillion (23,673.97 tril-
lion won). Europe came in second with 
US$13.73 trillion (15,543.61 trillion 
won), or 34.16 percent, Asia-Pacific third 
with US$5.38 trillion (6,094.57 trillion 
won), or 13.39 percent, and Africa fourth 
with US$166.2 billion (188.14 trillion 
won), or 0.41 percent.

By country, 12 countries that ranked 
among the top 15 in terms of net fund 
assets showed a drop. The three excep-
tions were the U.S. that showede a gain 
of US$231.5 billion (262.06 trillion 
won), the United Kingdom with a gain of 
US$78.4 billion (88.75 trillion won) and 
Sweden with US$20.5 billion (US$23.21 
trillion won).

South Korea’s net fund assets totaled 
US$429.9 billion (486.65 trillion won), a 
decrease of US$11 billion (12.45 trillion 
won). It maintained the 13th place in the 
world.

By  type  o f  fund  asse t s ,  bond 
funds went down by US$225.7 billion 
(255.48 trillion won), balanced funds 
by US$149.1 billion (US$168.78 tril-
lion won) and money market funds by 
US$136.3 billion (154.29 trillion won), 
while stock funds rose by US$161.1 bil-
lion (182.37 trillion won).   

Ranking 13th in the World

S. Korea’s Net Fund Assets Amount to US$429.9 Billion
by Yoon Yung Sil

South Korea’s net fund assets recorded US$429.9 
billion (486.65 trillion won), a decrease of US$11 
billion (12.45 trillion won) as of the second quarter 
of this year. Korea maintained the 13th place in the 
world.
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Foreign investors hold more 
than a 70 percent stake in 
major commercial banks in 

South Korea, according to the data sub-
mitted by the Financial Supervisory Ser-
vice (FSS) to a ruling party lawmaker on 
Oct. 11.

The foreign equity ownership of 
South Korea’s top six banks, includ-
ing KB Kookmin Bank, Shinhan Bank, 
Woori Bank, KEB Hana Bank, SC Cheil 
Bank and Citibank Korea, stood at 73.3 
percent on average as of the end of last 
year, showed the FSS data, which were 
presented to Rep. Koh Yong-jin on the 
National Assembly's National Policy 
Committee.

By bank, Hana Financial Group, the 
holding company of KEB Hana Bank, 
saw its foreign equity ownership increase 
12.2 percentage points from 61.8 percent 
in 2013 to 74 percent at the end of last 
year.

The foreign equity ownership of KB 
Kookmin Bank also rose 5.9 percentage 
points from 63.5 percent to 69.4 percent 
over the same period. The National Pen-
sion Service is the largest shareholder of 
KB Kookmin Bank with a 9.6 percent 
stake, but U.S. investment firm JP Mor-
gan is the second largest shareholder 
with a 6.2 percent stake.

Shinhan Financial Group, the holding 
company of Shinhan Bank, also saw its 
foreign equity ownership grow 4.2 per-
centage points from 64.7 percent to 68.9 
percent. The group’s largest shareholder 
is the National Pension Service with a 9.6 
percent stake but its second largest share-
holder is U.S. asset management firm 
BlackRock Fund with a 5.1 percent stake.

SC Cheil Bank, which was acquired 
by U.S. investment firm Newbridge 
Capital in 2000, was sold to U.K.-based 
Standard Chartered Bank in 2005. 
Accordingly, Standard Chartered Bank 

has owned a 100 percent stake in SC 
Cheil Bank from 2005.

The largest shareholder of Citibank 
Korea, which took over Hanmi Bank in 
2004, is Citibank Overseas Investment 
Corporation (COIC) established by U.S.-
based Citibank for overseas investment. 
COIC has held a 100 percent stake in the 
bank from 2004.

In addition, foreign investors own 
over 50 percent stakes in regional banks. 
The foreign equity ownership of BNK 
Financial Group, the holding company 
of Busan Bank, and DGB Financial 
Group, the holding company of Daegu 
Bank, reached 50.7 percent and 60.6 per-
cent, respectively, as of the end of last 
year, surpassing the 50 percent level. JB 
Financial Group, the holding company of 
Jeonbuk Bank and Gwangju Bank, also 
saw its foreign equity ownership increase 
from 15 percent in 2013 to 41.9 percent 
at the end of last year.

As the foreign equity ownership of 
the nation’s commercial banks contin-
ues to rise, dividends going abroad have 
been astronomically growing every 
year. The six banks posted 7.62 trillion 
won (US$6.67 billion) in net profit last 
year and they paid out 2.78 trillion won 
(US$2.43 billion), or 36.4 percent of the 
profit, in dividends. Based on the foreign 
equity ownership, 67.2 percent of the 
dividends, or 1.87 trillion won (US$1.63 
billion), was paid out to foreign investors.

Koh said, “Most of South Korea’s 
commercial banks have been dominated 
by foreign funds since the 2008 financial 
crisis. The foreign investors tend to focus 
on short-term profits rather than social 
responsibility.”   

Dominated by Foreign Investors 

Foreign Equity Ownership of  
S. Korean Commercial Banks Reaches 
73% on Average
By Yoon Young-sil

The foreign equity ownership of South Korea’s top six commercial banks stood at 73.3 percent on average as of 
the end of last year.

36 

MonEY



South Korean companies had piled up more than 256 
trillion won (US$227.15 billion) of cash in the past 
seven years. Some point out that the companies are 

reluctant to make an investment in their facilities and research 
and development (R&D). But these companies claim that they 
cannot make an investment due to various regulations even if 
they want to.

According to the Bank of Korea data on domestic 
companies’ net profits, cash and cashable assets and short-
term investment assets, the total net profit of South Korean 
companies grew 79.7 percent from 75.07 trillion won 
(US$66.61 billion) in 2009 to 136.13 trillion won (US$120.79 
billion) in 2016. Their cashable assets also rose 76 percent from 
338 trillion won (US$299.91 billion) to 594.78 trillion won 
(US$527.75 billion) over the same period. 

The central bank submitted the data to the ruling Democratic 
Party lawmaker Kim Doo-kwan on the Finance and Strategy 
Committee of the National Assembly.

The cashable assets of South Korean companies shoot up 
since the inauguration of the Park Geun-hye administration. 
Their net profits stood at 68.97 trillion won (US$61.2 billion) 
in 2013, the first year of inauguration of the Park Geun-hye 
administration, holding 64.7 percent of them, or 44.62 trillion 

won (US$39.59 billion), in cashable assets. In 2015, they piled 
up 75.43 trillion won (US$66.93 billion), 63 percent of 119.68 
trillion won (US$106.19 billion) of the total net profits, in 
cashable assets.

During the four years of Park Geun-hye's presidency, 
domestic companies had 171.67 trillion won (US$152.32 
billion[yy1] ), 41.6 percent of 412.63 trillion won (US$366.13 
billion) of the total net profits, in cashable assets. Under the Lee 
Myung-bak administration between 2010 and 2012, the ratio 
of net profit to encashment of domestic firms stood at some 10 
percent. However, the figure soared to some 50 to 60 percent 
under the Park administration.

Rep. Kim said, “Under the former Park Geun-hye 
administration, the government tried to encourage more 
dividends, investments and wage increases through a tax system 
that additionally imposed tax on some of the corporate money 
not used for investments, wage increases or dividends but the 
amount of companies’ cashable assets grew further.”

Experts said, “The government should encourage companies 
to make bold investment in the future by easing regulations. 
Based on this, it is possible to create a virtuous circle that 
leads to an increase in companies’ investment, work, jobs and 
profits.” 

By Yoon Young-sil

Regulations Hamper Corporate Investment

Cashable Assets of Korean Firms Doubled 
over Last 7 Years to 594 Tril. Won

The cashable assets of Korean companies rose 76 percent from 338 trillion won (US$299 billion) to 594.78 trillion won (US$527 billion) between 2009 and 2016.
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South Korean lawmakers are moving to legalize initial 
coin offerings (ICOs) that have been left neglected 
for more than a year after the government banned all 

forms of ICOs in September last year.
Min Byung-doo, a lawmaker from the ruling Democratic 

Party who chairs the National Policy Committee of the National 
Assembly, and Roh Woong-rae, another DP lawmaker who 
leads the Science, ICT, Broadcasting, and Communications 
Committee, are leading a parliamentary move to legalize ICOs.

Min and Roh jointly hosted a forum on blockchain at the 
National Assembly Library on October 2. The forum was sup-
ported by Yeosijae (Future Consensus Institute), a private think 
tank, the Korea Blockchain Industry Association, Korea Block-
chain Industry Promotion Association and Open Blockchain 
Industry Association.

Min said, “As blockchain and cryptocurrencies have merits 
and demerits, only confident governments can handle them 
properly. A case in point are Singapore, Switzerland and France. 
These countries have opened up the road to ICOs for compa-
nies.”

Yet the Korean government has been neglecting the nation’s 

blockchain industry for a year, undermining its competitiveness. 
Min said, “This is a very worrisome situation. A recent report 
shows that South Korea’s blockchain technology has fallen to 
the 75 percent level of the U.S.”

Roh also said, “After the government has banned ICOs, 
blockchain startups have been going abroad. There are growing 
concerns that the government’s regulations are nipping the bud 
of the blockchain industry, a key sector of the Fourth Industrial 
Revolution.”

Min and Roh said they would find a solution at the National 
Assembly as the government has maintained a negative attitude.

Min said, “The National Policy Committee is planning to 
draft a bill ICOs and blockchain and hold a public hearing on it 
in November. We will urge the government to create a working 
group to be participated in by related associations and organiza-
tions to exchange information and solve problems.”

Roh also said, “The National Policy Committee and the 
Science, ICT, Broadcasting, and Communications Committee 
will work together to come up with measures that minimize side 
effects so that the blockchain industry can create jobs and play a 
leading role in the Fourth Industrial Revolution.” 

Filling the ICO Vacuum

S. Korea’s National Assembly  
Moving to Legalize ICOs

A forum on blockchain was held at the National Assembly Library on October 2.

By Yoon Young-sil
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South Korea is slow in adopting 
f intech,  whi le  China has 
already entered the late stage 

of popularization, a report from the 
Korea Development Bank (KDB) shows.

The report on the Korean and global 
fintech industry says the global fintech 
adoption rate stands at 33 percent, 
entering the early stage of popularization. 
South Korea’s adoption rate falls short of 

the global average with 32 percent.
On the other hand, China, which 

lags in existing financial services, has 
entered the late stage of popularization 
with the average fintech adoption rate of 
69 percent, says the report, which was 
written by Kang Maeng-soo, a researcher 
at the KDB’s Industrial Research Center,.

On the list of the 2018 top 100 global 
fintech companies recently released 
by global  consul t ing f i rm KPMG 
International, the top three companies are 
all Chinese, with five out of the top 10 
fintech companies coming from China.

In particular, countries that have 
an active fintech industry tend to 
be advanced in  terms of  banking 
liberalization. The United States, the 
United Kingdom and Australia, which 
have a large economy and more than 80 
points in terms of the level of banking 
liberalization, account for 43 percent of 
the top 100 fintech firms.

In contrast, East Asian countries, 
which have strict financial regulations 
executed by the government, tend to 
have an inactive fintech industry.

Kang said, “South Korea, Japan and 
Taiwan, which have less than 80 points 

of banking liberalization, all have only 
one fintech firm that made the top 100 
list. However, China has an active fintech 
industry as the government regulations on 
fintech companies are weak, though it has 
a low level of banking liberalization.”

Accordingly, market experts point 
out that the government should create a 
flexible financial regulatory environment 
to help domestic fintech companies 
establish a system that can steadily and 
stably make profits.

According to a survey conducted by 
global consulting firm EY, the percentage 
of fintech users who use financial services 
via smartphones was 20 percent points 
higher than non-fintech users. Particularly, 
more than half of fintech users said they 
would use the most convenient financial 
services regardless of prices.

Kang said, “Financial regulations are 
needed to maintain the stability of financial 
systems but there are limits for individual 
startups to respond to complicated 
regulations. A one-stop center is necessary 
to introduce a regulatory sandbox and 
promote the development of fintech 
business models that are compliant with 
financial regulations.”   

Less than Half of China’s Rate

S. Korea Is Slow in 
Adopting 
By Yoon Young-sil

South Korea’s fintech adoption rate stands at 32%, 
falling short of the global average of 33 percent.

Only two Korean companies 
made it to the world's top 100 
fintech companies. The small 

number of Korean companies in the list is 
attributed to the slow pace of the Korean 
government's push for deregulation.

One  o f  the  two  companies  i s 
VivaRepublica, which developed the 
simple money transfer application "Toss." 
It ranked 28th in the list of the world's top 
fintech companies made jointly by KPMG 
International, a global accounting and 
consulting firm, and H2 Ventures, a fintech 
venture investment institution.

Every year, KPMG International 

announces its list of 100 "Best Fintech 
Companies of the Year.” The list is 
comprised of the “50 leading companies,” 
which are highly innovative, financed 
and diversified, and the “50 emerging 
companies”  that  pursue business 
innovation with new fintech technology.

VivaRepublica's ranking was seven 
notches higher than last year. KMPG 
explained that it provides the simplest peer 
to peer (P2P) mobile payment platform in 
Korea through the mobile app Toss. 

Among the domestic companies, 
Daily Financial Group, which has 
a  n u m b e r  o f  f i n t e c h  c o m p a n i e s 

specializing in artificial intelligence (AI) 
and blockchain, was included in the top 
50 emerging companies, ranking 63rd.

The first place in the list was taken 
by Ant Financial, a subsidiary of Chinese 
Alibaba Group, followed by China’s JD 
Finance (second), Singapore’s Grap 
(third), and China's Du XiaomanFinancial 
(fourth). By country, the U.S. and the U.K. 
accounted for the largest number of 12 
companies each, followed by China (11), 
Australia (7) and Singapore (6).   

Progress towards Deregulation Slow in Korea

Only Two Korean Fintech Companies 
Make It to World's Top 100
By Kim Eun-jin

VivaRepublica and Daily Financial Group were 
included in the world's top 100 fintech companies.
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Widening the Super Gap with Competitors

Samsung Electronics Unveils Next-
generation Semiconductor Technologies
By Kim Eun-jin

Samsung  E lec t ron i c s  Co . 
p r e s e n t e d  i t s  s u p e r  g a p 
r o a d m a p  f o r  t h e  n e x t -

generation semiconductor technology at 
the Samsung Tech Day 2018 in Silicon 
Valley on October 17 (local time).

The company disclosed the next-
generation memory solutions based on 
the state-of-the-art technologies, such as 
the 10-nanometer (nm) class DRAMs 
and the sixth-generation NAND flashes.

It also announced that its foundry 
division has completed all process 
technology development and has started 
wafer production for its revolutionary 
process node, the 7-nm Low Power 
P lus  (7LPP) ,  wh ich  i s  based  on 
extreme ultraviolet (EUV) lithography 
technology.

Samsung declared i t  has  bui l t 
a  system to compete with Taiwan 
Semiconductor Co. (TSMC), the world’s 
largest contract chipmaker.

S a m s u n g  u n v e i l e d  a  r a f t  o f 
semiconductor innovations under the 
theme of “Samsung@The Heart of 
Everything” at the Tech Day, which 
was held at Samsung Device Solutions 
America's (DSA) building in Silicon 
Valley.

The  even t ,  now in  i t s  second 
year, was attended by more than 500 
people, including officials from global 
information technology (IT) companies 
and media, analysts and tech power 
bloggers.

With the introduction of the 7nm 
EUV, Samsung Electronics has become 
the world’s second foundry company to 
make chips using 7nm technology after 
TSMC, and the world’s first to apply 
EUV patterning technology.

As the semiconductor fine process 
technology became more refined, fine 

circuit patterns have been realized by 
repeating the exposure process, or multi-
patterning. However, semiconductors 
recently entered less than the 10-nm 
process, the conventional exposure 
process using argon fluoride (ArF) has 
reached the limit.

EUV is a light source of exposure 
apparatus that can replace ArF. It has 
less than one fourteenth of wavelength 
compared to conventional ArF. So, it 
is suitable to realize more elaborate 
semiconductor circuit patterns and 
allows to secure both semiconductors’ 
high performance and productivity at the 
same time by reducing multi-patterning 
complexity.

However, it is essential to develop 
completely new types of equipment 
and establish infrastructure in order to 
apply EUV to mass production. Samsung 
Electronics’ research and development in 
EUV began in the 2000s. The company 
continuously sought to secure technology 
sa fe ty  and  p roduc t iv i ty  th rough 

collaborative partnerships with industry-
leading tool providers and ecosystem 
partners.

Consequently, Samsung Electronics 
developed its own mask inspection tool 
that performs early defect detection in 
EUV masks. The company is currently 
building an advanced line that can 
accommodate a large number of EUV 
exposure equipment, which is now much 
bigger and heavier, in its Hwaseong 
complex in South Korea. The new 
facility is expected to be completed by 
the end of next year.

Samsung Electronics aims to secure 
the world’s highest competitiveness in 
the foundry industry by developing 3-nm 
process by 2020. The industry expects 
that Samsung will become one of the 
two large foundry companies, along 
with TSMC, which had sales of 36.5 
trillion won (US$32.14 billion) and over 
50 percent market share last year, when 
the new line starts operation. Samsung 
ranked fourth in terms of foundry market 

Choi Joo-sun, executive vice president of Samsung Electronics America, delivers an opening address at the 
Samsung Tech Day 2018 held in Silicon Valley of the U.S. on Oct. 17 (local time).
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Samsung Electronics is expected 
to secure the second place in 
the global foundry market this 

year with sales of more than $10 billion 
(about 11.4 trillion won). In a recent paid 
report, which was not disclosed to the 
public, market research firm IC Insights 
put Samsung Electronics after TSMC, a 
Taiwanese company that leads the market.

For Samsung, which sold memory 
semiconductors worth 74 trillion won 
(US$66 billion) last year, foundry has 
become one of the three main sources 
o f  income toge ther  wi th  memory 
semiconductors and system LSI. Last year, 
the company’s foundry business posted 
sales of US$4.6 billion, ranking 4th in the 
industry with a market share of 6%.

Samsung’s market share is believed 
to have exceeded 14% this year, as the 
foundry division’s production of Exynos 
mobile processors for the smartphone 
division are counted as sales. Samsung 
Electronics separated the foundry business 
division from the system LSI division in 
May last year.

Some analysts say that Samsung’s rise 
to the second place in the global foundry 

business this year is nothing more than 
an illusion created by the separation of 
the foundry division from the system LSI 
division. However, some analysts predict 
that starting from next year, Samsung’s 
foundry business will grow rapidly 
by winning ASIC contracts from a 
number of virtual money developers and 
supplying application processors (APs) to 
Qualcomm and Apple.

In particular, industry analysts note 
that Samsung Electronics has applied 
extreme ultraviolet (EUV) technology 
to 7 nm processes for the first time in 
the world. At the moment, the industry-
leading TSMC is the only company that 
has a 7 nm process foundry, and it plans to 
introduce EUV next year.

EUV equipment is known to cost up 
to several hundred billion won per unit, 
but it can support a 3 nm process at a 
time. As it offers a much faster production 
speed than the past method of drawing 
semiconductor circuit lines several times, 
it gives advantage to the company in 
securing competitiveness.

In addition, Samsung Electronics 
is seeking to improve the utilization of 
EUV by applying it to the 10-nm DRAM 
production line. Analysts say that this will 
increase the reliability of Samsung’s 7 nm 
foundry while at the same time increasing 
its competitiveness in DRAM production.

Meanwhile ,  the global  foundry 
market last year was US$62.31 billion 
(about 71 trillion won), which is bigger 
than the NAND flash market (about 
US$54 billion). Market research firm IHS 
Markit foresees that the average annual 
growth rate of the foundry market (7.8%) 
will surpass DRAM (5.3%) and NAND 
flash (6.1%) by 2021. 

Samsung Challenges Market Leader TSMC

Samsung Electronics Projected 
to Rise to No. 2 in Global 
Foundry Market This Year
By Kim Eun-jin

Samsung Electronics is expected to secure the 
second place in the global foundry market this year 
with sales of more than $10 billion (about 11.4 trillion 
won).

share with 7 percent as of last year.
In addition, Samsung introduced 

a wide range of  new memory 
products at the event. One of its 
main highlights was the world’s first 
256-gigabyte (GB) 3DS registered 
dua l  in - l ine  memory  module 
(RDIMM), 7.68-terabyte (TB) 
4-bit-per-cell server solid state drive 
(SSD) for business purpose, sixth-
generation V-NAND and second-
generation Z-SSD. 3DS RDIMM 
i s  a  s e rve r  DRAM based  on 
3-dimensional stacking technology 
that has double the capacity and 30 
percent higher energy efficiency 
than the preceding 128GB RDIMM 
by using the industry’s largest 
10-nm class 16Gb DDR4 DRAM.

The company also said it would 
provide new solutions like the key 
value SSD tailored to big data, 
smart SSD for artificial intelligence 
( A I )  m a c h i n e  l e a r n i n g ,  a n d 
NVmEOF SSD combining storage 
with high-speed network SSD.

M e a n w h i l e ,  S a m s u n g 
E l e c t r o n i c s  i n v i t e d  A p p l e 
co-founder,  Steve Wozniak as 
a guest speaker and had a panel 
discussion with key experts from 
Microsoft, Xilinx, Hewlett Packard 
Enterprise and VMware at the Tech 
Day. The event was also attended 
by Choi Joo-sun, executive vice 
president of Samsung Electronics 
America, Jang Sung-jin, executive 
v ice  pres ident  o f  the  DRAM 
development office, Kyung Kye-
hyun, executive vice president of 
the Flash development office, Jung 
Jae-hun, executive vice president of 
the solution development office and 
Han Jin-man, senior vice president 
of Memory Product Planning & 
Application Engineering.

Samsung  Elec t ron ics  wi l l 
hold a foundry form for European 
customers and partners in Munich, 
Germany, on the 18th (local time) 
after the U.S., China, South Korea 
and Japan and unveil its advanced 
process roadmap, including the 
7-nm process. 
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As the era of autonomous 
driving has come close, 
semiconductor companies 

are pushing hard to preoccupy the 
automotive semiconductor market. 
Samsung  Elec t ron ics  in t roduced 
automotive DRAM and NAND products 
this year, while Western Digital has 
released the world's first 3D NAND 
product.

Western Digital, the third-largest 
NAND company, announced at the 
Grand InterContinental Seoul Parnas 
Hotel in Seoul on October 22 that it will 
launch its “i-NAND AT EU312 EFD,” 
an automotive semiconductor, in the 
fourth quarter. The company has applied 
3D NAND technology to the product for 
the first time in the industry.

Western Digital said it has delivered 
samples of the product to most of 
the major automobile companies. It 
explained that automobiles equipped 
with Western Digital 's automotive 
memory  semiconduc to r s  wi l l  be 
out in 2020. "We have applied the 

fourth-generation 64-bit 3D NAND 
technology to this new product. We are 
confident that this product will further 
strengthen Western Digital's position in 
the automotive industry," said Russell 
Rubin, director of marketing for Western 
Digital's Automotive Solutions.

Western Digital 's  new product 
is notable for its industry-first 3D 
NAND application. The company has 
overcome the technical limitations in 
applying 3D NAND to the automotive 
memory semiconductor. 3D NAND is 
better than flat (2D) NAND in terms of 
capacity, speed, and power usage, but 
it has not been used in the automotive 
market because automakers have been 
demanding a very high level of stability 
and a long warranty period and insisted 
on using the conventional 2D NAND.

We s t e r n  D i g i t a l  i s  s u r e  t h a t 
automotive memory semiconductors 
will be at the center of 3D NAND. 
“i-NAND AT EU312 EFD” is 2.5 times 
more functional than existing e.MMC 
based on UFS 2.1 interface, which has 

already been proven in the market. It has 
a wide range of options from 16GB to 
256GB, with sequential write speed up 
to 550MB/s and sequential read speed 
up to 800MB/s. The heat resistance 
guarantee section is also between -40 to 
105 degrees. An industry official said, 
"3D NAND application has a symbolic 
meaning, and it is clear that it is the 
best in the industry when it comes to 
specifications."

Samsung Electronics has launched 
its NAND and DRAM products for 
automobiles this year and is expanding 
i t s  marke t  dominance .  Samsung 
offers a wider range of products than 
Western Digital, which only focuses on 
NAND. Samsung introduced NAND-
based “256GB eUFS,” which was 
applied to ADAS, infotainment and 
dashboard system in February. The 
continuous reading speed of 850MB/s 
is higher than that of new Western 
Digital products. The heat resistance 
guarantee section is also between -40 
to 105 degrees. In April, Samsung 
Electronics began mass production of 
“10-nanometer 16b LPDDR4X DRAM” 
for automobiles.

M e a n w h i l e ,  M i c r o n  s t a r t e d 
chasing Western Digital and Samsung 
Electronics. Micron plans to expand its 
plant in Manassas, Virginia to produce 
automotive semiconductors. For this, 
the company plans to invest US$3 
billion. "Demand for automotive chips 
for vehicle collision avoidance systems 
and lane departure warning systems 
is growing. Future vehicles will be 
wheeled data centers," said Sanjay 
Mehrotra, CEO of Micron.

In the meantime,  SK Hynix is 

Semiconductor companies are pushing hard to preoccupy the burgeoning automotive memory semiconductor 
market.

Era of Self-driving Approaches

Competition Heating Up among 
Chipmakers to Preempt Automotive 
Semiconductor Market
By Kim Eun-jin
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SK  H y n i x  b u i l t  a  n e w 
s e m i c o n d u c t o r  f a c t o r y 
t h a t  p r o d u c e s  N A N D 

flash memories in Cheongju, North 
Chungcheong Province and held a 
completion ceremony on Oct. 4.

The new production line will start 
a full-scale operation within the first 
quarter of next year.

SK Group chairman Chey Tae-won 
said in a completion ceremony that the 
new plant, dubbed M15, will contribute 
to maintaining the competitiveness of 
the Korean semiconductor industry 
by making world-class technological 
innovations.

The ceremony was attended by 
President Moon Jae-in, Finance Minister 

Kim Don-yeon, Trade and Industry 
Minister Sung Yun-mo and other well-
wishers.

"I think we owe the country and the 
community a lot in completing M15," 
Chey said, adding that SK Group, 
including the chipmaker, will continue to 
make more contributions to society.

S K  H y n i x  k e e p s  t h e  a n n u a l 
production capacity of M15 a secret. Yet 
industry analysts estimate that the plant’s 
production capacity will be similar 
to that of the M14 plant in Icheon, 
Gyeonggi Province.

The double-decker production line of 
M14 produces up to 100,000 sheets per 
month on each layer, so the maximum 
production capacity of the M15 line is 

expected to be around 200,000 per month.
SK Hynix is planning to spend about 

20 trillion won on the plant, including 
the 2.2 trillion won investment already 
made to build it.

The new plant boasts a size of 60,000 
square meters, which is equivalent to eight 
football fields put together. It is 339 meters 
long, 172 meters wide and 71 meters high.

SK Group officially announced 
construction of M15 in December 2016. 
It started construction in April of last 
year and started bringing in equipment in 
August of this year.

T h e  n e w  p l a n t  w i l l  f o c u s  o n 
production of NAND flash memories, 
improving SK Hynix's business structure 
that has been focused on DRAMs.

Although SK Hynix has the second 
largest global market share in the DRAM 
market, it ranks fifth in the NAND flash 
market.

The new plant will also create jobs. 
A Seoul National University research 
institute estimated that by 2023, M15 
will generate 218,000 jobs, produce 70.9 
trillion won worth of memory products 
and create 25.8 trillion won worth of 
added value.

Abou t  160  bus ine s s  pa r t ne r s 
participated in building M15, and about 2.4 
million people were hired, SK Hynix said.

After the opening ceremony, Minister 
Sung held a job committee meeting at 
the plant to discuss ways to create jobs 
through the semiconductor business.

" D e m a n d  f o r  m e m o r i e s  w i l l 
continue to grow amid the spread of 
the technologies that lead the Fourth 
Indus t r i a l  Revo lu t ion .  Al though 
expanding the supply of semiconductors 
will not be as easy as before due to 
technical difficulties, we will exert 
our best efforts to meet the growing 
demand." an SK Hynix official said. 

Solidifying Competitive Edge in Memories

SK Hynix Completes 'NAND-only' 
M15 Production Line
By Michael Herh

preparing to launch an automotive 
strategy team to enter the automotive 
semiconductor market. SK Hynix said, 
"Currently, we are discussing the supply 
of automotive electric memories to 
automotive electric devices companies."

According to market research firm 
IHS, the automotive semiconductor 
market is expected to reach US$55.3 
billion with an average annual growth 
rate of 7.7% until 2022. Another market 
research firm IC Insights predicted that 

the automotive semiconductor market 
would grow at an average of 12.5% 
annually until 2021, which would be 
more than twice the average growth rate 
of the whole semiconductor market of 
6.1%. 

SK Group chairman Chey Tae-won speaks at a ceremony held in Cheongju on Oct. 4 to mark the completion of a 
new semiconductor production line for SK Hynix.
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Samsung Electronics is expected to unveil 
a TV with a transparent display panel 

early next year. The new TV is drawing a lot of 
attention as another innovation to follow “The 
Frame TV,” which can be used as a picture frame, 
and “The Wall,” which is based on micro LED 
technology.

According to industry sources, Samsung 
registered “The Window” as its TV-related 
trademark with the European Union Intellectual 
Property Office (EUIPO) via a German legal 
representative on Oct. 22.

Al though  the  off ic ia l  webs i te  o f  the 
EUIPO shows no details other than the date of 
registration, the ownership of the trademark and 
the representative for the registration, some are 
saying that it is a transparent TV that can be seen 

A TV Transparent like a Window 

Samsung Electronics 
Expected to Unveil 
Transparent TV Next Year

OLEDs Optimized for 5G Era 

Samsung Display 
Unveils Next-Generation 
Ultra-realistic Displays

By Kim Eun-jin

By Kim Eun-jin

A transparent display panel from Samsung Display.

Samsung Display's models introduce the company’s 82-inch 8K 
LCD display at IMID 2018 at COEX, Seoul, on Oct. 24.

through when off.
In fact, transparent display panels have been exhibited by some companies 

like Samsung Display, LG and Panasonic. However, Samsung Electronics is 
likely to become the first company to unveil a transparent TV.

“The new product is expected to be exhibited at CES 2019 early next 
year,” said an industry source. Another one mentioned that it may be a 
technique other than a transparent display. “Samsung Electronics, the largest 
TV manufacturer in the world, is creating new demands by opening up new 
markets as the growth of the global TV market is stagnant,” he added. 

Samsung Display showcased its next-generation technologies, 
including ultra-large 8K display and a vibrating display, at the 

International Meeting on Information Display (IMID) 2018, which opened at 
COEX, Samseong-dong, Seoul, on Oct. 24.

With the slogan “OLED optimized for the 5G era,” the company exhibited 
ultra-realistic products that allow people to enjoy cutting-edge media 
content such as virtual reality (VR) and hologram in the 5G era, which will 
arrive soon. It showed a display for VR that implements 1200ppi ultra-high 
resolution on organic light emitting diode (OLED), a light field display (LFD) 
which allows users to feel three-dimensional images on screen without 3D 
glasses, and “AR LFD” technology that combines augmented reality (AR) 
with 3D.

In particular, it introduced haptic on display (HoD) technology, which 
allows users to feel vibrations of the display with their fingers. The display 
has haptic sensors in it. The sensors transmit vibration to the screen, allowing 
users to have much more fun when playing with a smart phone. It also created 
an exhibition space to see the progress of OLED full-screen technology at a 
glance and introduced fingerprint recognition technology and sound built-in 
technology.

In addition, the company showed the 82-inch and 65-inch large 8K 
liquid crystal display (LCD) panels that are applied to the 8K TV, the highest 
resolution TV in the market as of now, the 15.6-inch ultra-high resolution 
(UHD, pixel count 3840 × 2160) OLED product for IT, and the 49-inch 
product with a 32-to-9 screen ratio. 
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The LG Group has chosen 
smart contact lenses as its 
first convergent R&D project 

since Koo Kwang-mo took office as its 
chairman. Smart contact lenses are much 
more convenient than eyeglass-like 
products like the "Google Glass" and 
offer users wider and clearer views.

Most notably, smart contact lenses 
are a next-generation device that can 
exert considerable influence on wearable 
devices, which are rapidly expanding 
into watches, glasses and clothing. 
According to market researcher Frost 
and Sullivan, the wearable device market 
is expected to reach US$37 billion this 
year. The smart contact lens market is 
expected to increase tenfold over the 
next four years.

"The government and the domestic 
medical industry have heavily regulated 
convergent medical devices. But as the 
recent push for deregulation is positive 
news to producers of convergent medical 
devices," an industry official said.

Global information technology (IT) 
companies are accelerating their moves 
to acquire related technologies. Google is 
ahead of the pack in this sector. Google 
already took the wraps off a prototype 
of its smart contact lens. Between the 
two films in the lens lie a very thin radio 
chip, a glucose sensor, an antenna, and a 
light emitting diode (LED) light, among 
others. When a diabetic wears this lens, 
it analyzes tear components in real time 
and notifies the wearer of the change of 
blood sugar. Google is also working with 
Swiss pharmaceutical company Novartis 
in order to advance the product.

Latecomers are also competing 
to develop better products. Samsung 
Electronics filed a patent application for 
a contact lens for augmented reality (AR) 

in 2014, and is reportedly preparing a 
product to work with a smartphone.

Sony patented a contact lens that 
allows not only video recording and 
photo shooting but storage and playback 
with a blink of an eye.

Apple is also developing products 
and applications that empower users to 
enjoy AR by connecting them with an 
iPhone.

T h e  L G  G r o u p  i s  o n e  o f  t h e 
latecomers but is said to have a high 
technological level. This is because LG 
Electronics, the Life Science Division 
of LG Chem, and LG Innotek have the 
technologies required for smart contact 
lenses. In particular, LG Innotek has 
acquired relevant technologies by 
participating in Google’s Smart Contact 
Lens project.

Korea is notorious for complicated 
regulations but is movingt to ease 
regulations in the convergent medical 
device sector. This has been fueling LG’s 

move in this sector. The 4th Industrial 
Revolut ion  Commiss ion  refer red 
to smart lenses for diabetics while 
announcing a policy to relax regulations 
for the convergent medical devices sector 
at the 4th Regulatory Reform Forum last 
month.

Korean  compan ies  have  been 
showing a lukewarm attitude toward 
commercial izing smart  lenses for 
diabetics and convergent medical devices 
as they had to undergo much trouble 
in receiving licenses on both medical 
devices and drugs.

However, a new wind of change 
is blowing as the Fourth Industrial 
Revolution Commission has decided to 
create a permanent organization under 
the Ministry of Food and Drug Safety to 
support companies’ licensing processes 
through technology consultation. LG 
Innotek urges the government to simplify 
the licensing of smart contact lenses for 
diabetic patients. 

LG is one of the latecomers in the smart contact lens sector but is said to have a high technological level.

Lenses That Are More Convenient Than 'Google Glass'

LG Aims to Outdo Google in Smart 
Contact Lens Business
By Michael Herh

45 



Korea’s Samsung Display and 
LG Display and China’s 
B O E  a r e  i n t e n s i f y i n g 

competition in the global foldable 
display panel market, which is expected 
to exceed 10 trillion won in 2022. 
Foldable panels are expected to be used 
not only for smartphones but for other 
IT products, including laptops and tablet 
PCs.

According to Display Supply Chain 
Consultants (DSCC), a U.S. display 
market research company, the world’s 
shipments of foldable display panels are 
expected to reach 3.1 million units next 
year.

The forecast is based on demand for 
foldable smartphones to be produced 
by Samsung Electronics and Huawei. 
Prices of foldable displays are expected 
to fall when mass-production systems 
of display companies are completed. 
Then the market is expected to grow 
explosively.

Shipments of foldable displays will 
reach about 63 million units in 2022, 
increasing 20-fold in just three years, 
according to the report.

"Foldable displays will be applied 
to a growing number of items, including 
tablet and notebook PCs, in the future," 
DSCC said. "It will affect supply and 

demand in the entire OLED display 
industry."

Three companies with flexible OLED 
panel production lines -- Samsung 
Display, LG Display and China BOE -- 
are expected to lead competition in the 
folder-blind display market.

"No company has rolled out foldable 
display panels on a full scale yet. But the 
competition is expected to kick off next 
year," an industry expert said.

Another market researcher, IHS 
Markit, forecast in a recent report that the 
market for foldable OLED display panels 
will grow to US$2,679 million in 2022 
from US$198 million in 2018. 

Gearing up for 3-way Competition

Samsung, LG and BOE Form 
3-Runner Race in 10-Tril.-Won 
Foldable Panel Market
By Michael Herh

Samsung Display, LG Display and China's BOE are expected to lead competition in the foldable display market.
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Messenger applications have been recognized as “the best 
collaboration tool” for their quick and easy collaboration setup. 
Yet they have been found to be the main cause of wasted time 

that hinders workers from concentrating on work.
According to reports from McKinsey and the Korea Productivity Center, 

typical office workers spend an average of 2.2 hours on checking their 
e-mail and responding to messenger messages during their business hours. 
It is equivalent to 27.5 percent of a typical 8-hour workday. Considering 
that messenger work orders can come anytime, it would interrupt workflows 
throughout the duty hours.

The actual amount of time wasted by workers due to interruptions is 
beyond expectations. Hackernoon, a website for IT engineers, conducted a 
survey on 4,000 high-performance employees (HPEs) in 2017. According 
to the report, the average amount of time a worker wastes due to work 
hindrances is 2 hours and 18 minutes a day, and when calculated on a yearly 
basis, it is equivalent to 600 hours (75 days). Considering that the average 
hourly wage of HPEs in the U.S. is $53, the annual loss per capita is $31,800 
(approximately 35 million won), and if a company has 40 HPEs, the loss 
would reach $1,250,000 (approximately 1.4 billion won).

Work interruptions have been found to affect the work performance 
of workers as well. Studies on changes in cognitive ability due to work 
disruptions, including the “Interruptions to workflow: Their relationship 
with irritation and satisfaction with performance, and the mediating roles of 
time pressure and mental demands,” a paper published by Anja Baethge, a 
professor of psychology at University of Leipzig, Germany in 2013, confirm 
that people who are disturbed have more than twice the rate of work mistakes, 
nervous and irritated reactions, compared to people who are not disturbed. It 
has also been found that it takes up to 27% more time for disturbed workers to 
complete an existing task.

As the side effects of messenger programs are highlighted, some 
companies restrict the use of messengers to “temporary discussions only,” 
or set specific time zones for concentration on work to prevent 'messenger 
pollution.' In addition, some are moving away from messenger-centric 
collaboration tools toward more collaborative tools that match with the 
workflow of their workers. For this reason, third-generation collaboration 
solutions, the so-called issue-based collaboration tools, are attracting attention.

“Collabee,” the most well-known issue-based collaborative tool, supports 
file sharing and communication functions just as the existing collaboration 
tools do, but it displays a user-oriented user interface (UI) in a real-time 
collaborative environment. When one of the members creates a 'project space' 
for collaborative work, anyone who is invited to this space can write and 
directly comment on the written articles, including assigning specific tasks, 
requesting decisions. All articles, materials, and requests can be viewed 
through your own news feed or easily viewed through the Kanban view, 

Issue-based Collaboration Tools Gaining Attention

Collaboration Using Messenger Applications 
Causes You to Waste Your Time
By Kim Eun-jin

which is sorted by progress. Especially since it 
supports both PC and Android as well as iOS, 
users can cope with collaborative situations 
regardless of time and place.

An industry official said, "Many companies 
are wondering how to guarantee their rights not 
to be disturbed at times other than the business 
hours, but what is important is that they should 
not be disturbed during the duty hours to improve 
work performance and reduce overtime work. 
It is important to build a new collaborative 
environment that allows workers to concentrate 
on their work without being disturbed. Building 
such an environment becomes more complicated 
when there are a structure of disturbances and an 
unrealistic collaboration flow. 

"Collabee" is the most well-known issue-base collaboration tool.

With Collabee, users can cope with collaborative 
situations regardless of time and place.
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Ko r e a n  m o b i l e  s e r v i c e 
providers are expected to 
l aunch  commerc ia l  5G 

services on December 1 this year, four 
months ahead of the initial schedule.

The Ministry of Science and ICT said 
on Oct. 2 that the three Korean mobile 
operators will initially provide 5G 
services using mobile routers rather than 
smartphones. It said 5G services based 
on smartphones will be available next 
March as originally planned.

The coverage of the init ial  5G 
services will also be limited as 5G 
network building would take time, the 
ministry said.

Mobile routers are simple devices 
capable of mobile connections. Mobile 
routers connected to 5G networks can 
be used as WiFi devices. They support 
handover, making it possible for people 
to enjoy mobile telecommunication 
services between base stations without 
call drops even when they are on the 
move.

" T h e r e  i s  n o  r e a s o n  f o r  t h e 
government to say ‘no’ to the mobile 
service operators’ plan to provide 
commercial 5G services via mobile 
routers," said Jeon Seong-bae, head 
of the Planning and Coordination 
D e p a r t m e n t  a t  t h e  M i n i s t r y  o f 
Science and ICT. "Their  services 
wil l  be recognized as the world 's 
f i r s t  commerc ia l  5G se rv ices  as 
mobile routers provide mobility, the 
key requirement for commercial 5G 
services," he added.

Jeon met with reporters to explain 
the government’s 5G commercialization 
schedule and the three Korean mobile 
operators’ plan to advance the launch 
date of their services.

December 1 is the date when the 
mobile operators can begin to use 
the radio frequencies allocated for 
commercial 5G services. By then, they 
would not be able to deply their 5G 
networks nationwide. And proper 5G 
smartphones will not be available either. 
Nevertheless, the three mobile operators 
are pushing to launch commercial 5G 
services on December 1 using mobile 
routers because they do not want to give 
the title of the world’s first provider 
of commercial 5G services to telecom 
companies in other countries. For that 
matter, the Korean government is in the 
same position.

In the United States, mobile carriers 
are accelerating the commercialization 
of fixed-type 5G services that do not 
support handover. On Oct. 1, Verizon 
officially launched fixed wireless 5G 
services in Los Angeles, Houston, 

Indianapolis and Sacramento. AT&T is 
also pushing to start 5G services based 
on router terminals within this year.

" H a n d o v e r  d i v i d e s  f i x e d  5 G 
t e l e c o m m u n i c a t i o n  a n d  m o b i l e 
5G telecommunication," said Choi 
Woo-hyuk, head of the Information, 
Telecommunication and Broadcasting 
Technology Policy Department at 
the Ministry of Science and ICT. This 
implies that the fixed 5G wireless 
services introduced by Verizon cannot 
be regarded as  proper  5G mobile 
services.

According to the KT Economic 
Research Institute, the commercialization 
of 5G will generate 47.8 trillion won 
in social  and economic effects  in 
Korea by 2030. Ericsson expects the 
convergence service market based on 5G 
commercialization to reach 1,440 trillion 
won in 2026. 

Four Months Ahead of Schedule

Commercial 5G Services to Debut 
in Korea in December
By Michael Herh

Korea's three mobile operators are moving to launch commercial 5G services on December 1 to win the title of 
being the world’s first to commercialize 5G.
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SK Telecom has solved the 
issue of interworking among 
5G mobile telecommunication 

equipment and devices from its three 
vendors -- Ericsson, Nokia and Samsung 
Electronics. The connection among 
equipment from the three different 
vendors paves the way for the mobile 
carrier to build its 5G infrastructure.

O n  O c t o b e r  2 4 ,  S K  Te l e c o m 
announced that the mobile carrier 
s u c c e e d e d  i n  l i n k i n g  S a m s u n g 
Electronics’ 5G non-standalone (NSA) 
switchboards with Nokia and Ericsson 
5G base stations at a test bed in its 
Bundang building.

SK Telecom began work on making 
equipment from the three companies 
interwork immediately after selecting 
them as its partners. It completed the 
interworking project in about a month. 
This means that SK Telecom can build 
a single 5G network by linking different 
manufacturers '  5G equipment and 
devices. When manufacturers of base 
stations and switchboards are different, 
it is necessary for mobile carriers to 
optimize service quality by ensuring 
compatibility between them.

Since last year, SK Telecom has 
developed in teroperabi l i ty 

technology and standards to improve 
the quality of interworking among 
different 5G devices and machines with 
global telecom companies including 
AT&T and Orange. After the selection 
of three 5G equipment makers last 
month, SK Telecom began to apply 
and test technology in order to make 

5G equipment of Samsung Electronics, 
Nokia, and Ericsson interwork and 
reached the goal in about one month.

I n  p a r t i c u l a r ,  t h e  5 G  N S A 
switchboard used in this interworking 
is  a  commercial  device special ly 
developed by SK Telecom and Samsung 
Electronics. Theoretically, the addition of 
5G functions to an LTE switchboard can 
lead to building a 5G network in the 5G 
NSA standard. Furthermore, SK Telecom 
added 5G service-optimized NSA 
switchboards to enhance the stability and 
quality of 5G services.

wireless communications equipment 
market has a high entry barrier and 
different components of base station 

equipment are not compatible yet. This 
is why Huawei proposed replacing even 
4G equipment with its own products 
to Korean mobile carriers if they buy 
5G telecommunication equipment 
from Huawei. 5G services will  be 
offered in the NSA system which can 
connect 4G and 5G services in its early 
commercialization stage. Then, they will 
need to be upgraded to be based on the 
5G SA system.

SK Telecom also completed a 'first 
call’ which verified all processes in data 
exchanges in a commercial environment 
by linking Samsung Electronics’s 5G 
switchboards with 5G base stations of 
Nokia and Ericsson. 

Making 5G Equipment from Different Vendors Compatible

SKT Succeeds in Connecting 5G 
Equipment from Nokia, Ericsson and 
Samsung Electronics
By Michael Herh

SK Telecom succeeded in linking Samsung Electronics’ 5G switchboards with 5G base stations from Nokia and 
Ericsson at a 5G test bed in its Bundang building on October 24.
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SK Telecom plans to roll out a blockchain-based 
mobile ID service in the first quarter of next year. 
The service will be the first blockchain-based 

service offered to general consumers by a large Korean 
company. A lot of attention is being paid to whether or not 
SK Telecom's planned service will jump-start the Korean 
blockchain market.

A mobile ID card will allow an individual or a corporation 
to finish a cumbersome procedure such as copying ID cards 
and signing documents at a bank and a car dealership with 
fingerprint recognition.

Also, a person will be able to skip a process of telling his 
or her credit card information or date of birth by identifying 
himself or herself with fingerprint authentication on a 
smartphone screen.

"Self-sovereignty is being strengthened around the world. 
Self-sovereignty means that a person independently keeps and 

manages his or her personal information,” said Kim Jong-seung, 
head of the SK Telecom’s Token X Hub Task Force (TF) team. 
"We are working on implementing blockchain-based digital 
identification technology that cannot be tampered with or 
illegally copied as a mobile identification card service."

In the first quarter of this year, SK Telecom will launch 
the mobile digital ID card as the first dApp (distribution-type 
application) and a digital real name system to prove various 
qualifications and rights. This is called a decentralized 
identifiers (DID) system.

"Users with SK Telecom mobile IDs will not need to create 
new IDs even when they want to use online and offline services 
of SK Telecom’s partners," Kim explained. Some experts 
predict that the advanced ID card service will be applicable to 
smart mobility (highly advanced convergent mobile service) 
such as the sharing of vehicles and signing rental car contracts 
in the future. 

A Mobile ID Service to Debut Early Next Year

SK Telecom Fires First Salvo  
in Battle to Snatch Leadership 
in Blockchain Business
By Michael Herh

SK Telecom plans to provide a blockchain-based mobile ID service in the first quarter of next year.
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Korea’s powerful  s tartup 
companies with more than 
10 million subscribers are 

starting to join the blockchain ecosystem 
in their bid to deliver value to their 
customers and expand their businesses 
by applying blockchain technology to 
their existing services.

According to the related industry on 
October 10, "Baemin," a successful food 
delivery service app operated by Woowa 
Brothers Corp., and "Joonggonara," a 
major marketplace platform for used 
goods in Korea, are planning to adopt 
blockchain technology.

Baemin joined the blockchain 
project  “Terra” led by CEO Shin 
Hyung-sung of Timon. Terra is a project 
designed to set up a blockchain-based 
cryptocurrency payment platform. They 
are gathering partners from relevant 
fields to apply the cryptocurrency 
paymen t  sy s t em,  and  t he  ac tua l 
cryptocurrency is  expected to  be 
available within this year.

" Ya n o l j a , "  a  p o p u l a r  l e i s u r e 
platform in Korea, also decided to 
adopt Terra’s payment platform “Terra 
X.” Tera announced that it has signed a 
memorandum of understanding (MOU) 
with Yanolja for the development of a 
blockchain-based payment system. Once 
Terra X is interlocked with Yanolja, the 
payment proxy fee is expected to fall 
from 2-3% to 0.5%. Then, the rest of the 
proxy fee will be returned to customers 
through discounts.

Terra is building a "Terra Alliance" 
by inviting partners to its payment 

project. In addition, it is making efforts 
to establish cooperative relationships 
with other domestic startups.

Joonggonara joined "Actwo Lab." 
Joonggonara is a service with over 16 
million active users (MAU) per month, 
and it is Korea's largest commerce 
platform with which about 200,000 
used products are registered per day. 
Jonggonara plans to  s tudy a  safe 
and transparent secondhand goods 
trading system with Actwo Lab based 
on distributed consensus and double 
encryption technologies.

“Kozaza,” which provides shared 
bed  and  b reak fas t  s e rv i ces ,  and 
“Watcha,” which is a Korean version 
of Netflix, are also trying to adopt 

blockchain technology. Watcha is a 
video service that has over 4 million 
subscribers worldwide. Kozaza is 
preparing a blockchain technology-
based shared bed and breakfast platform 
called “We Home.” We Home proposes 
a vision of connecting accommodations 
and users directly without intermediaries 
and paying the expenses with the 
cryptocurrency “Home.”

B a t t l e  E n t e r t a i n m e n t ,  w h i c h 
p r o v i d e s  w e b t o o n  s e r v i c e s ,  i s 
conducting a digital content distribution 
p ro j ec t  ca l l ed  F i c t i on  Ne twork . 
In part icular,  i t  presents  a  vision 
of maximizing profits  by directly 
connecting creators and consumers in 
the webtoon field. 

Creating New Value Chains

Korea's Major Startups Are Joining 
Blockchain Ecosystem Projects
By Kim Eun-jin

Korea’s representative startups are seeking to deliver value to customers and expand their businesses by 
applying blockchain technology to their existing successful services.
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Korea Industrial Complex 
Corp. (KICOX) and the 
F e d e r a t i o n  o f  K o r e a n 

Indus t r ia l  Complexes  Employers 
Association held a ceremony to mark the 
2018 Industrial Complex Entrepreneurs 
Day at the COEX, Seoul on Oct. 23.

In a speech, Hwang Gyu-yeon, 
chairman of KICOX, said that industrial 
complexes will play a leading role in 
creating jobs, fostering industries and 
accelerating technology growth.

A p p r o x i m a t e l y  1 , 0 0 0  p e o p l e 
attended the ceremony including Park 
Kun-soo, head of the Industrial Policy 
Department of the Ministry of Trade, 

Industry and Energy, and businesspeople 
from companies which have moved into 
industrial complexes nationwide.

"The event for 2018 Industrial 
Complex Entrepreneurs Day is quite 
meaningful in that we can think about 
the achievements and value   of industrial 
complexes which are the foundation 
for the Korean manufacturing industry 
and job creation," said Kim Ki-won, 
chairman of the Federation of Korean 
Indus t r ia l  Complexes  Employers 
Association.

I n d u s t r i a l  c o m p l e x e s  a n d 
en t repreneurs  vowed to  lead  the 
innovation and development of industrial 

complexes which had taken the initiative 
in industrialization and creating jobs 
through shared growth and harmony, job 
innovation, industrial and technological 
innovat ion and the innovat ion of 
industrial locations for the purpose of 
becoming a driving force behind Korea's 
innovation-led economic growth.

At this event, a total of 117 people 
including businessmen and workers 
who contributed to the development of 
industrial complexes received citations 
fo r  indus t r i a l  deve lopment .  The 
Presidential citations went to Lee Kye-
woo, president of Aquapick and Kim 
Young-joo, president of Taeho while the 
Prime Minister citations to Shim Seong-
won, president of JaewonIndustrial, 
RohByung-moo, president of Hyupshin 
Hydraulic and Kim Young-koo, president 
of Hanla IMS.

"Through this event, industrial 
complexes will grow into a space for 
Korea’s innovation-led growth by taking 
into consideration the Korean people’s 
and entrepreneurs’ will for change and 
hopes," said Hwang Gyu-yeon, chairman 
of KICOX. 

Leading Korea’s Innovation-led Growth

KICOX Marks 2018 Industrial 
Complex Entrepreneurs Day with 
Ceremony
By Michael Herh

Hwang Gyu-yeon, chairman of KICOX, delivers a speech at a ceremony marking the 2018 Industrial Complex 
Entrepreneurs Day held at the COEX, Seoul on Oct. 23.
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In June this year, undergraduate 
students majoring in nuclear 
engineering raised an objection 

to the South Korean government’s 
nuclear phase-out policy. That was 
a scream of the students in the related 
departments. However, as the South 
Korean government didn’t turn away 
its face from the policy, the students 
turned their steps, too. This year, only 
five out of the 819 students in their first 
year at the Korea Advanced Institute of 
Science and Technology (KAIST) opted 
to major in nuclear engineering. Under 
the circumstances, experts pointed out 
that the value chain of the South Korean 
nuclear power industry would collapse 
from the mid-2020s.

In fact, the collapse is occurring at 
a faster-than-expected pace. According 
to Liberty Korea Party lawmaker 
Chung Yoo-sup, a total of 120 persons 
voluntarily retired last year from KEPCO 
E&C, Korea Hydro & Nuclear Power 
and Korea Plant Service & Engineering. 
The number is greater when those who 
retired from nuclear power companies 
in the private sector are added to the 
calculation. Besides, an increasing 
number of those in the companies are 
considering quitting their jobs to move to 
other sectors.

In addition, more and more engineers 
are going abroad. From 2015 to 2016, 
only one person did so from the three 
state-run enterprises. The number, 
however, rose to nine last year and is 
likely to be at least five this year. Their 

destinations include ENEC and Nawah 
in the UAE.

According to experts, the brain drain 
can block South Korea’s nuclear power 
plant exports although the government 
is claiming that Korea can win new 
nuclear power plant projects in spite of 
its nuclear phase-out policy. “Exports 
from the same industry of the United 
States and France have shown a drastic 
decline and this is because no more 
atomic power stations are built in these 
countries and they cannot provide post-
construction management,” an expert 

pointed out, adding, “In the past, a lot of 
projects ended up in the hands of South 
Korea because of the presence of young 
engineers, but countries like China are 
likely to win more and more of them 
with time.”

Some are arguing the opposite 
though. “Given the current influence of 
American and French senior engineers 
in ENEC and Nawah, South Korean 
companies can benefit in future tenders 
if South Korean engineers move up 
to higher positions in foreign energy 
organizations,” one of them asserted. 

Foundation Falling Apart 

S. Korea's Nuclear Power Industry 
Faces Collapse
By Jung Min-hee

Engineering students are shunning nuclear engineering as the South Korean government has no intention of 
reversing its nuclear phase-out policy.
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About 40  percen t  o f  the 
operating profits earned 
by the nation’s top 100 

companies this year has come from 
the semiconductor business divisions 
of Samsung Electronics Co. and SK 
Hynix Inc. As memory chip prices have 
begun to show a downturn, concerns 
are growing over the slowdown of the 
country’s entire economy.

According to related industry sources 
and corporate evaluation company CEO 
Score on Oct. 14, Samsung Electronics’ 
semiconductor business division and SK 
Hynix accounted for 40.2 percent of the 
total operating profits made by the top 
100 firms in terms of market cap as of 
the first half of this year.

The total operating profits from 
the top 100 companies amounted to 
82.28 trillion won (US$72.62 billion) 

in the first half of the year. Samsung 
Electronics’ semiconductor division 
earned 23.16 trillion won (US$20.44 
billion) in operating profit during this 
period, while SK Hynix posted 9.94 
trillion won (US$8.77 billion).

The two companies showed a rapid 
improvement in performance in the past 
two years. The two companies’ share of 
the aggregate operating profits of the top 
100 firms had been maintained at the 15 
percent to 20 percent level between 2013 
and 2016. But it soared to 34.3 percent last 
year and over 40 percent this year. This 
was largely due to a spike in memory chip 
prices caused by growing demand.

According to market research firm 
DRAMeXchange, the price of DRAM 
reference products showed a whopping 
179 percent increase at the end of last 
month compared to the end of June 2016. 

The price of NAND flash chips also 
grew 41 percent over the same period. 
Accordingly, Samsung Electronics and 
SK Hynix, which took up nearly 75 
percent of the global DRAM market, had 
a vertical rise in performance.

The share of Samsung Electronics, 
which has become the number one 
semiconductor producer in the world, 
and SK Hynix for the total operating 
profits from the top 10 firms stood 
at 38.8 percent and 15.1 percent as 
of last year. The two South Korean 
companies took up 53.9 percent of the 
global semiconductor market in terms of 
operating profits. Samsung Electronics 
also ranked first in the world in terms 
of sales, beating Intel Corp., while SK 
Hynix took third place.

H o w e v e r,  t h e r e  a r e  g r o w i n g 
concerns over South Korea’s reliance on 
semiconductors as memory chip prices 
are forecast to drop from the second half 
of this year. DRAMeXchange expects 
that the price of DRAM chips will drop 
15 to 20 percent next year compared 
to this year, while that of NAND Flash 
chips will decrease 25 to 30 percent. 
The industry also thinks that the price 
adjustment will be inevitable until the 
first half of next year.

There is no next growth engine for 
Korea following semiconductors. For the 
nation’s major export items, including 
smartphones, home appliances, cars and 
steel, cannot expect a rapid increase 
in exports owing to China’s rise and 
global protectionism. Cosmetics, biotech 
and secondary batteries have growth 
potential but it is not large enough to 
replace memory chips. 

Korea Lacks Post-semiconductor Growth Engines

Semiconductor Businesses Account 
for 40% of Total Profits Made  
by Korea’s Top 100 Firms
By Jung Min-hee

Samsung Electronics’ semiconductor business division and SK Hynix accounted for 40.2 percent of the total 
operating profits made by the top 100 Korean firms as of the first half of this year.

54 

industRY



South Korea’s two major home 
appliance manufacturers – 
Samsung Electronics Co. and 

LG Electronics Inc. – are still favored 
by U.S. consumers despite the Trump 
administration’s “tariff bomb.”

According to U.S. market research 
firm Traqline and industry sources on 
October 29, Samsung Electronics ranked 
first with a 19.1 percent share of the 
U.S. washing machine market in the 
first half of this year. The company also 
maintained the lead in terms of overall 
home appliance sales for two years in a 
row with a 19.4 percent market share.

In addition, LG Electronics stayed 
in the second spot in the U.S. washing 
machine market with a 17.2 percent 
share. After the safeguard measures have 
implemented, LG Electronics’ share in 
the U.S. market rather showed an upward 

trend. The figure stood at 16.8 percent 
and 16 percent in the first quarter of 2017 
and 2018, respectively, but increased 2.3 
percentage points to 18.3 percent in the 
second quarter of 2018. The company 
also came in second in terms of overall 
home appliance market with a 16.7 
percent share, up 1 percentage point from 
2017.

The two Korean companies were 
chosen by U.S. consumers, though 
the U.S. imposed heavy tariffs on 
their products. In contrast, U.S.-based 
Whirlpool Corp., which aggressively 
pushed the U.S. government to levy 
safeguard tariffs, suffered a decline 
in operating profit. Whirlpool posted 
US$210 million (239.82 billion won) 
in operating profit in the third quarter 
this year, a 24 percent drop compared to 
the same period last year. The company 

showed an operating loss of US$350 
million (403.13 billion won) until the 
third quarter.

The American industry said that 
a jump in material  prices was the 
main cause of Whirlpool’s sluggish 
performance, but a drop in market share 
also is one of the reasons. Whirlpool 
had a 15.7 percent share in the washing 
machine market in the first half, down 
0.6 percentage point from 16.3 percent a 
year earlier. Its share of the overall home 
appliance market also fell from 15.4 
percent to 14.5 percent over the same 
period.

A safeguard is  a  t rade barr ier 
designed to regulate imports by raising 
tariffs or restricting imports. The U.S, 
government has taken a safeguard 
measure on washing machines from 
February 7. South Korean washing 
machine exporters are subject to a tariff 
of 50 percent starting from this month, as 
the tariff rate quota (TRQ) of 1.2 million 
units applied to South Korean washing 
machines has been recently used up.

Samsung  E lec t ron ics  and  LG 
Electronics are struggling to minimize 
the damage from the safeguard measures. 
Earlier this year, the two companies 
announced plans to improve their market 
power in the U.S. with large-capacity 
premium products.

They have also made a change 
in the structure of production. For 
instance, Samsung Electronics started 
the operation of its washing machine 
plant in Newberry Country, South 
Carolina, in January, two months earlier 
than schedule, and secured supplies to 
the U.S. market. LG Electronics was 
scheduled to begin operation of its 
washing machine plant in Tennessee in 
the first quarter next year but has decided 
to advance the operation date to the 
fourth quarter of this year. An official 
from the industry said, “LG Electronics 
has increased its washing machine 
shipments to the U.S. from the end of 
last year in order to avoid the TRQ, and 
it is expected to supply the shortfall from 
the Changwon plant after its washing 
machine plant in the U.S. start operation 
in the fourth quarter this year.” 

Despite U.S. Tariff Bomb

Samsung, LG Retain Top 
Spots in U.S. Washing 
Machine Market
By Kim Eun-jin

Samsung Electronics and LG Electronics have managed to minimize the damage from the U.S. government's 
safeguard measures on washing machine.
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The Samsung and Hyundai 
Motor groups, the two largest 
business groups in South 

Korea, are expected to cooperate in the 
electric vehicle (EV) market. Lee Jae-
young and Chung Eui-sun, the young 
leaders of the two groups, are already 
acquainted with each other.

According to industry sources on 
October 22, Hyundai is considering 
working with Samsung SDI for EV 
battery development. Samsung SDI 
is one of the four largest non-Chinese 
EV battery manufacturers in the world, 
but it has not supplied EV batteries to 
Korean carmakers. At present, Hyundai 
Motor Company and Kia Motors are 
using batteries supplied by LG Chem 
and SK Innovation. The two automakers 

have sought to expand their partnership 
with EV battery producers to be better 
prepared for possible supply setbacks.

If the collaboration between the 
two groups becomes reality, it will be 
a notable event as they have seldom 
worked together. Samsung is the global 
number one in a number of IT industry 
sectors such as small lithium-ion battery 
and memory semiconductors while 
Hyundai is one of the five biggest 
automakers in the world.

The relationship between the two 
groups became awkward back in 1995, 
when Samsung entered the automobile 
market. Their business cooperation has 
been close to zero since that year.

According to many experts, however, 
their collaboration in the EV and self-

driving car markets is highly likely, 
given the rapport between the young 
heads of the groups.

The cooperation becomes even more 
likely given that the two young leaders 
are striving to create new business 
opportunities. Hyundai is aiming to 
increase the number of its EV models 
to at least 14 by 2025 to become the 
third-largest player in the global EV 
market. Samsung Electronics is focusing 
on automotive electronics as a future 
growth opportunity as seen in its recent 
acquisition of Harman International for 
$8 billion.

These days, memory semiconductor 
prices are falling and competition 
in the global smartphone market is 
getting more and more intense, which 
means Samsung is in need of other 
growth drivers. Besides, Hyundai’s 
global market share is on the decrease 
along with its sales due to intensifying 
competition and trade protectionism.

Although their  direct  business 
cooperation is yet to come, the two 
groups have, in fact, taken some strategic 
moves together. The examples include 
their joint investment in Solid Power, an 
American battery manufacturer, and self-
driving car research they conducted with 
SK Telecom.

“A large number of rival companies 
across the world are becoming partners 
in today’s Industry 4.0 era,” said an 
expert ,  adding,  “A partnership of 
Samsung and Hyundai in the future car 
market will be stronger than those of 
Google and GM.” 

Two Young Leaders Establish Good Rapport

Samsung and Hyundai Motor Expected  
to Work Together for EV Batteries,  
Self-driving Cars
By Kim Eun-jin

Samsung Electronics vice chairman Lee Jae-young (left) and Hyundai Motor vice chairman Chung Eui-sun are 
acquainted with each other and are likely to cooperate in the EV battery sector.
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A researcher of the Hyundai and Kia Automotive Group measures the efficiency of a second-generation solar roof which can pass light.

The Hyundai and Kia Automotive Group is planning 
to launch solar-powered cars as early as next year as 
its development of a photovoltaic car that charges its 

battery with solar light is in the final stage.
The automotive group unveiled its solar technology through 

its own media channels, HMG Journal and HMG TV, on 
Oct. 31. It applied its solar system to hybrid cars and internal 
combustion gasoline engines. The state-of-the-art system 
receives energy from sun light and can charge not only batteries 
for hybrid cars but batteries for internal combustion engines and 
air conditioners. The group is the first carmaker in the world to 
apply solar cells to an internal combustion gasoline engine.

The group is developing three types of solar cars at the same 
time. They consist of a first-generation solar roof, a second-
generation semitransparent solar roof, and a third-generation 
car-type lightweight solar lid.

Last year, Toyota launched the Prius Solar, a Prius model 
with an option for a photovoltaic cell, but its sales were weak 
due to a lack of design competitiveness. Hyundai and Kia plan 
to launch solar models after enhancing their fuel efficiency and 
design.

The model with the first-generation solar roof features a 
silicon solar cell on its roof. Solar cells are laid out on its 
sunroof which does not pass sun light. This will be the Hyundai 
and Kia Automotive Group’s first solar car model and can 
charge 30% to 60% of batteries per day depending on the 
environment surrounding it. The model will go on sale after 

2019 according to the automotive group’s plan.
The second-generation translucent solar roof is used 

in a solar car for consumers who want to enjoy openness in 
cars. Its developers applied a solar cell to the glass part of a 
transparent panoramic sunroof. A translucent roof panel ensures 
transparency and enables the car to charge internal batteries for 
its internal combustion engine or additional solar batteries. The 
Hyundai and Kia Automotive Group applied solar cells to an 
internal combustion engine for the first time among carmakers. 
The automotive group expects its solar system in cars with 
internal combustion engines to empower cars to better cope with 
global environmental regulations on cars’ total carbon dioxide 
emissions, helping the automaker export more cars abroad.

The third-generation lightweight solar lid features solar cells 
on a vehicle lid (bonnet) and steel plates of the roof, thereby 
maximizing output. According to this method, if the weight of 
a solar cell is greatly reduced, more solar cells can be mounted, 
ramping up output.

"We are putting a spur to development in order to apply the 
first-generation solar roof to eco-friendly cars to be launched 
next year," said an official of the automotive group. “Various 
energy generation technologies, including solar systems, are 
expected to work with automobiles. The automobile will be no 
longer energy consuming machines, but function like power 
generating plants that actively produces energy. The paradigm 
of vehicle owners is changing from consumer to energy 
prosumers." 

Solar-powered Cars Coming Soon

Hyundai and Kia to Launch  
Solar-Powered Green Cars Next Year
By Michael Herh
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As Korea ' s  f i n i shed  ca r 
producers are suffering 
from a deepening slump 

in business performance, the Korean 
automobile industry as a whole is 
undergoing an unprecedented crisis.

Concerns about the industry are 
growing as the domestic automobile 
industry is vertically integrated. In 
this system, the crisis of finished car 
companies spreads to their partners 
and parts suppliers, weakening the 
competitiveness of the industry as a 
whole.

The  f ive  Korean  f in i shed  ca r 
producers are suffering poor business 
results this year.

H y u n d a i  M o t o r  C o . ,  w h i c h 
announced its third quarter results on 
Oct. 25, recorded 288.9 billion won 
(US$253 million) in operating profits, 
a whopping 76 percent plunge from 
the same period last year. Its operating 
margin was a mere 1.2 percent, down 3.8 
percentage points from the same period 
last year.

The company’s operating profit was 
far less than the 800-900 billion won 
market consensus and amounted to about 
one tenth of its biggest quarterly earnings 
of 2.537 trillion won (US$2.22 billion) 
posted in the second quarter of 2012.

The bigger problem is that the 
deterioration of profitability is not a 
temporary phenomenon.

Hyundai's operating profits, which 
exceeded 2 trillion won until 2013, have 
remained in the 1 trillion won range 
since then, but fell below 1 trillion won 
in the fourth quarter of last year, and 
have remained below that level for the 
fourth consecutive quarter.

Kia Motors Corp., which announced 
its third quarter results on Oct. 26, 
reported 171.3 billion won (US$150.06 
million) in operating profits. Its operating 
margin was 0.8 percent, even lower than 
that of Hyundai Motor.

Although Kia turned around from a 
deficit in the same period last year, its 
profitability has in fact deteriorated. The 
profit in the third quarter of this year was 
thanks largely to the low-base effect. 
It incurred losses a year ago due to a 
change in calculating ordinary wages.

SsangYong Motor Co. suffered a 22 
billion won operating loss in the third 
quarter of this year, which is bigger than 
last year's deficit. The company fared 
well in the domestic market, but its 
exports were sluggish.

Ssangyong sold 102,246 cars in the 
first nine months of this year, down 4.1 
percent from the same period last year.

GM Korea, which has started to 
normalize its business since May this 
year, is still struggling to get out of the 
doldrums.

Cumulative sales from January to 
September of this year were 341,349 
units, down 15.1 percent from a year 
ago. The company suffered a sharp drop 
in domestic sales, which totaled 66,322 
units, down 35.3 percent.

GM Korea, which has been in the red 
for the past few years, is in a position to 
reflect structural adjustment expenses, 
such as large-scale voluntary retirement 
allowances paid with the closure of the 
Gunsan plant in the first half of this year, 
in its accounting books.

For this reason, some predict that 
the deficit will reach one trillion won 
this year, which is much bigger than last 
year's 840 billion won.

Renault Samsung also had a tough 
time this year, with its accumulated 
sales in the first nine months of this 
year totaling 171,895 units, down 16.1 
percent from the same period last year.

It suffered negative growth in both 
domestic demand (-17.1%) and exports 
(-15.5%). Furthermore, it has yet to reach 
an agreement on wages and collective 
bargaining.

The poor performance of finished 

Parts Producers Collapse One after Another

Korea's Auto Industry Undergoing  
an Unprecedented Crisis
By Jung Min-hee

As Korea's five finished car producers are suffering from a slump, the entire domestic automobile industry is in trouble.
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The South Korean govern-
ment’s financial support for 
companies working with GM 

Korea has come to an end.
Since GM Korea decided to spin off its 

R&D unit into a separate company in July 
this year, financial support for its partner 
firms has almost ended. The government is 
planning to support the auto parts industry 
as a whole while ending the support 
targeting GM Korea’s partner firms. 
Recently, Lee Dong-gul, chairman of the 
Korea Development Bank (KDB), which 
is the second largest shareholder in GM 
Korea, said that the bank may not provide 
the US$375 million that is scheduled to be 
provided to GM Korea as the automaker’s 
facility funds.

Under the circumstances, the partner 
firms are likely to face the worst situation 
if the disputes between the KDB and GM 
Korea intensify over the R&D unit spin-
off issue.

According to the government, the 
task force of the Financial Services 
Commission (FSC) and the Financial 
Supervisory Service (FSS), which was set 
up in May this year to implement capital 
provision to GM Korea, is closed now. 
“The task force provided more than 360 
billion won until the end of May and has 
provided little additional financing since 
the following month,” it explained.

The task force provided 269 loans, 
worth 362.7 billion won in total, for the 
partner firms until the end of May. The 
loans are divided into 196 loans (321.2 
billion won) for primary subcontractors 
and 73 (41.5 billion) for secondary and 
tertiary. The financial support took the 
form of maturity extension, new loans, 
and postponement of principal and 

interest repayment. After GM Korea 
decided to separate is R&D unit from the 
manufacturing facilities, the KDB said 
that there would be no additional support.

The government is going to provide 
financial support of one trillion won for 
auto parts manufacturers, but it is still 
unclear whether the beneficiaries will 
include those working with GM Korea. 
“Of the total, 500 billion won will be 
executed until the first half of next 
year, and beneficiaries will be chosen 
through examinations by the Korea 
Credit Guarantee Fund and the Korea 
Technology Finance Corporation,” the 
government said. According to industry 
sources, those working with GM Korea 
may not be included in the beneficiaries. 
“The upcoming program is to help out 
small firms as a whole,” the FSS said.

In the meantime, the KDB said last 
week that as it has invested 800 billion 
won in GM Korea, the automaker should 
maintain its operations in Korea for at 
least 10 years, and otherwise, it would file 
a suit against the GM headquarters. “A 
total of US$750 million won is scheduled 
to be provided to GM Korea and half of it 
is yet to be provided,” the KDB chairman 
remarked, adding, “The half may not be 
given as the case may be.” 

GM Korea's Parts Suppliers Face Worst Crisis

Financial Support for  
GM Korea Partner Firms 
Practically Terminated
By Jung Min-hee

GM Korea’s partner firms will face the worst situation if 
the disputes between the KDB and GM Korea intensify 
over the spin-off of the carmaker's R&D unit.

carmakers directly affects the 
automobile industry's ecosystem.

The less cars sell and the less 
profitable they become, the less 
parts they should procure from 
partner companies, which in turn 
will lead to a decline in parts 
sales, a decline in plant utilization, 
a decline in employment, and a 
decline in quality.

The parts industry has already 
been experiencing the shock.

A c c o r d i n g  t o  t h e  K o r e a 
A u t o m o b i l e  M a n u f a c t u r e r s 
Association, 42 of the 89 first-tier 
parts producers whose stocks are 
listed recorded an operating loss in 
the first quarter, while 28 recorded 
a net loss.

Sales of the 89 companies fell 
8.6 percent from the same period 
last year, with their operating ratio 
tallied at 0.9 percent, 2.8 percentage 
points lower from the 3.7 percent 
of the first quarter of last year. The 
total amount of loans extended to 
the automobile industry stands at 28 
trillion won. Of it, about 10 percent 
is believed to be nonperforming.

In June of this year, Hyundai 
Motor's first-tier partner company, 
Leehan Corp. applied for workout, 
and Dynamec, Gummoon Industry, 
and E-Won Solutech entered the 
corporate rehabilitation process 
(court receivership) one after 
another.

In the end, the parts industry 
asked the government for financial 
support worth about 3 trillion won, 
and the government announced 
a plan to provide a 1 trillion won 
in payment guarantees to parts 
makers.

Professor  Kim Ki-chan of 
Catholic University said at a recent 
conference hosted by the Korean 
Society of Automobile Industry, 
"The Korean automobile industry 
has never been in such a crisis 
during the past 30 years. We should 
not rule out the possibility of the 
industry’s ecosystem breaking 
down."
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With only  two  months 
remaining for this year, 
none of Korea’s big three 

shipbuilders have reached 70% of their 
annual order receipt goals. If this trend 
holds, the three shipbuilders will hardly 
achieve their annual order targets.

As the shipbuilders are struggling 
to attain their order targets,  some 
industry watchers point out they have set 
unreasonable targets in the first place. 
Unless the shipbuilders reach their targets, 
some of them will have to cut their 
workforce again at the end of this year.

According to the shipbuilding 
industry on Oct. 30, Hyundai Heavy 
Industries reached 64.7% (US$6.5 
billion) of its annual goal, Daewoo 
Shipbuilding & Marine Engineering 
Co. (DSME), 63% (US$4.6 billion) and 

Samsung Heavy Industry, 60% (US$4.9 
billion). All of their achievement rates 
were in the 60% range.

"Although it is a real challenge for 
the three Korean shipbuilders to reach 
the targets under these circumstances, we 
still have a hope as we have two months 
to go this year," said an official of the 
shipbuilding industry. “Fortunately, new 
orders for high-priced liquefied natural 
gas (LNG) carriers have been steady. 
Korean shipbuilders are in a mood to 
do everything they can do to reach their 
goals."

Some experts  say that  Korean 
shipbuilders made an overly rosy 
forecast early this year. They note 
that the shipbuilders failed to predict 
the shipbuilding market accurately. 
Shipbuilders say that their order targets 

for this year include offshore projects but 
they have not been able to win orders in 
this field as they were scratched off early 
in competition or some of the projects 
were delayed.

DSME made desperate efforts to land 
the Rosebank Oil and Gas Field project. 
But the bidding process has been delayed 
and will not be completed within this 
year. Samsung Heavy Industries was 
dropped out of the race for the Rosebank 
project in the second quarter.

The company is waiting for the 
outcome of the bidding for the Reliance 
project to be announced. "The results 
of the bid for the Reliance project are 
being delayed, although the bidding 
process has been completed,” said 
a representative of Samsung Heavy 
Industries. “We cannot definitely say 
that the announcement will be made next 
year. There is still a possibility that the 
results will come out within this year."

Korean shipbuilders are scheduled 
to announce their earnings on Oct. 31. 
Hyundai Heavy Industries and Samsung 
Heavy Industries are highly likely to 
continue to remain in the red in the third 
quarter. If new order receipts do not 
increase and earnings do not improve, a 
restructuring is highly likely to sweep the 
shipbuilding industry again.

DSME concluded an agreement with 
creditors to cut its workforce to 9,000 by 
the end of this year. At the beginning of 
this year, Jung Sung-rip, CEO of DSME, 
said that the company needs not reduce 
its workforce if it wins large marine 
projects or shipbuilding orders increase. 
However,  if  order receipts do not 
increase significantly this year, 900 of 
9,990 employees should be immediately 
laid off. 

Order Receipts below 70% of Targets

Korean Shipbuilders Struggling to 
Attain Order Receipt Goals

By Michael Herh

None of Korea's three major shipbuilders have attained 70% of their order receipt targets set for this year.
construction project in Saudi Arabia.
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The South Korean government 
is planning to build smart 
shipyards equipped with 

artificial intelligence (AI) technology 
to secure the cost competitiveness of 
the Korean shipbuilding industry. The 
plan comes after President Moon Jae-
in announced during his visit to Geoje 
on September 14 that the government 
would  p romote  the  sh ipbu i ld ing 
industry.

Accord ing  to  the  Min i s t ry  o f 
Trade, Industry and Energy (MOTIE) 
on September 30, the government will 
begin a preliminary feasibility study of 
the Korean Smart Shipyard (K-Yard) 
project  within this  year.  I ts  total 
budget will amount to 400 billion won 
(US$360.04 million), including 250 
billion won (US$225.02 million) from 
the central government and 150 billion 
won (US$135.01 million) from the local 
government and the private sector.

The government is planning to 
develop a smart shipyard simulation 
model first and set up a virtual reality 
(VR)-based production platform that 
allows one to track the whole production 
flow, and then to introduce a system that 
allows one to monitor the location of 
materials and blocks using technologies 
like AI and the Internet of Things. 
Based on this, it will establish the best 
shipbuilding model and adapt it to two 
small and mid-size shipbuilders that need 
innovation and restructuring.

An official from the MOTIE said, 
“The framework of the project is to 
test run two smart shipyards for six 
years between 2020 and 2025. We aim 
to build a smart shipbuilding system 
by connecting workers, who comprise 
the shipyards, with facilities, process 

and products. When the test project 
succeeds, we will apply the model to all 
shipyards.”

The government is planning to 
make shipyards, mostly small and 
mid-s ize ones, smart, despite the global 
shipbuilding market picking up. This is 
because it seeks to take back the mid-
size bulk and tanker markets from China. 
Considering the shipbuilding industry 
as a whole, South Korea accounted for 
43 percent, or 7.56 million CGT, of the 
total global shipbuilding orders of 17.81 
million CGT this year, taking the top 
spot leaving China behind.

However, things are different in 
small and mid-size shipbuilders that 
fall behind in terms of research and 
development (R&D). They are lost out 
to Chinese companies which have the 
price competitiveness thanks to the 
government’s support. In fact, South 
Korean shipping company Polaris 
Shipping Co. sent a cape-size bulk 
carrier order to China this year. South 

Korean shipbuilding firms offered the 
price of US$50 million (55.55 billion 
won), while Chinese counterparts offered 
US$470 million (52.22 billion won). 
As a result, domestic small and mid-
size shipbuilding companies won orders 
for only four tanker vessels in the first 
quarter this year and their share of the 
global market dropped from 10 percent 
in 2014 to 4 percent in 2016.

The government expects to raise the 
productivity by 20 percent and lower the 
production cost by 10 percent through 
the K-Yard project. An official from 
the industry said, “Large shipbuilders 
have succeeded in outpacing China 
again despite the country’s low prices. 
This is because of the South Korean 
shipbui lding industry’s  expert ise 
accumulated and market confidence. 
When the smart shipyard model is 
introduced in mainly small and mid-size 
shipbuilding companies, South Korea 
will be able to get ahead of China even 
in the small and mid-size ship market.” 

To Secure Cost Competitiveness

S. Korean Gov’t to Inject 400 Bil. Won  
into AI-based Smart Shipyards

By Jung Suk-yee

The South Korean government is planning to develop a smart shipyard simulation model first and set up a virtual 
reality (VR)-based production platform.year.
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Th e  S o u t h  K o r e a n  s t e e l 
industry is  struggling as 
it continues to experience 

ove r supp ly  exces s  g loba l ly,  t he 
d o w n s t r e a m  i n d u s t r y  i n c l u d i n g 
automobile and shipbuilding is in a 
slump and protectionism is spreading 
worldwide.

BNK Finance Research Institute 
warned at the end of last month that 
the domestic mid-size steel companies 
would be caught in a negative growth 
due to the stagnation in both domestic 
demand and exports. In particular, these 
steelmakers’ operating margin decreased 
from 5.2 percent in 2016 to 3.8 percent 
in 2017 and the figure is forecast to 
fall below 3 percent this year. They are 
actually showing a loss, excluding the 
cost of operating fund supply and interest 
charges. The mid-size steel companies’ 
poor performance stems from a sluggish 
construction investment, which accounts 
for a substantial part of domestic steel 
demand, and a failure in recovery of 
major demand industries, including car 
and shipbuilding, in the short term. For 
export, conglomerates are seeking for 
outlets through the quota system, while 
small and mid-size companies have no 
means of export because of protective 
trade barriers. Given such difficulties, 
the government has decided to put 300 
billion won (US$264.55 million) of 
emergency funds into the industry over 
the next five years but it's still unclear 
whether it would work.

The industry believes that it is not 
easy to find other ways to break the 
slump for the present. The biggest 
headache is excess supply. According 

to the Korea Iron and Steel Association, 
the  p roduc t ion  capac i ty  o f  s t ee l 
producers across the world exceeds the 
demand by 30 percent as of last year. 
With an offensive supply of China, 
which is mainly responsible for global 
oversupply, and stronger trade barriers 
of many countries, including the United 
States, domestic companies’ exports 
are being blocked. What's even worse, 
the domestic steel demand has been 
at a standstill for several years. The 
domestic consumption of steel materials 
has remained at the 55 million ton level 
from 55.8 million tons in 2015 and 57.1 
million in 2016 to 56.4 million in 2017.

High value added strategy is the 
only card left for now to overcome 
t h e  s t r u c t u r a l  i n d u s t r i a l  s l u m p . 
The government has budgeted 200 
billion won (US$176.37 million) for 
grouping industrial trends by sector 
and developing high value added steel 
materials accordingly. For instance, 
it will develop a steel plate, which has 
a high density but less than 20㎛ thick, 
in the vehicle sector, keeping up with 
the era of environmentally friendly car, 
like electric vehicle. It will also invent 
a material that can resistant to low 
temperature for polar development in 
the shipbuilding sector as well as fire 
resistant rebar that maintain the intensity 
even in the temperature as high as 600 
degree Celsius to brace for abnormal 
weather conditions in the construction 
sector.

The government is planning to 
develop innovative materials and help 
small and mid-size companies to secure 
processing technology at the same time. 

This is to make the effect of technology 
development reach not only major 
companies but also the steel industry 
as a whole. An official from the steel 
industry said, “The majority of steel 
manufacturers sells products of POSCO 
after reprocessing. It will be just a pie 
in the sky even when POSCO develops 
innovative, next-generation steel plate 
because they don’t have a capability to 
deal with it.”

To this end, the government will 
designate Pohang as the outpost of the 
steel industry innovation and set up 
a test bed. This is because it will be 
easier to exchange technologies with 
small and mid-size steelmakers as 
technology development infrastructure 
based on POSCO, Pohang University of 
Science and Technology (POSTECH) 
and Research Institute of Industrial 
Science & Technology (RIST) has been 
sustained for decades and Pohang Steel 
Industrial Complex is in the area. It will 
also promote Gwangyang, Dangjin and 
Changwon as well as the capital area 
and Gangwon Province as a regional 
technology base in the future.

When the plan becomes a reality, the 
government expects to foster 322 small 
giants in the steel industry and create 
about 7,809 jobs. The economic ripple 
effect is forecast to reach 1.04 trillion 
won (US$913.23 million). An official 
from the steel industry said, “It will 
be impossible to completely wipe out 
difficulties in the steel industry as long 
as the problem of global oversupply is 
fixed. However, it can make small and 
mid-size companies, which are hard up 
for investment capital, catch breath.” 

Steel Industry Caught in Negative Growth

S. Korean Gov’t Plans  
to Inject 300 Bill. Won for 
Steel Industry Innovation

By Jung Min-hee

The domestic mid-size steelmakers’ operating 
margin decreased from 5.2 percent in 2016 to 3.8 
percent in 2017 and the figure is forecast to fall below 
3 percent this year.
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Ch i n e s e  s t e e l m a k e r s  a r e 
penetrating deeper into the 
Korean steel market while  

Korean steelmakers are struggling to cope 
with strengthening U.S. protectionism. 
There is a possibility of cheaper Chinese 
products further expanding their share of 
the Korean steel market as an upturn in 
Korean shipbuilders’ order receipts has 
sparked off demand for steel plates.

According to the Korea Iron and Steel 
Association on October 17, thick plate 
imports to the Korean market in September 
amounted to 149,488 tons, a monthly high. 
Korea’s thick plate imports stayed at less 
than 100,000 tons until February, but have 
since grown steadily and rose nearly 60% 
from the beginning of this year.

In 2016, 220,164 tons of thick plates 
was imported per month on average, but 
last year, the volume dropped to an average 
of 102,205 tons per month. Recently, 
however, import volume has been on the 
rise again. In particular, imports of Chinese 
thick plates, which account for more than 
60% of Korea’s total thick plate imports, 
are increasing significantly. In September, 
Korea imported 84,236 tons of Chinese 
thick plates, which means their import 
volume more than doubled from the 
beginning of this year (The average of the 
January to February period: 38,595 tons). 
This year, Korea’s average monthly thick 
plate imports from China already exceeded 
those of last year (63,947 tons).

The spike in the import of Chinese 
thick plates spells a big trouble for Korean 
steelmakers such as POSCO, Hyundai 
Steel and Dongkuk Steel Mill. The average 
price of Korean thick plates over the past 
one year stood at 600,000 won per ton. 

Korean steelmakers raised the price two 
times this year due to rising raw material 
prices. Currently, the price is standing 
around 700,000 won per ton.

Last year, steel plates produced by the 
top three Korean steelmakers amounted to 
about 9 million tons. Of the total, they sold 
5.6 million tons in the domestic market, 
of which 60% were steel plates used for 
shipbuilding. The price of steel plates for 
shipbuilding surpassed one million won 
per ton ten years ago when the Korean 
shipbuilding industry was booming. But 
a slump in the shipbuilding industry more 
than halved the price.

Steelmakers explained that they 
marked up the price of thick plates this 
year as they needed to normalize it after 
suffering from loss during the slump in the 
shipbuilding industry. The hike in prices 
of Korean steel plates is one reason for 
the increase in Korea’s imports of Chinese 
steel plates.

The increase in imports of Chinese 
steel products may have a negative impact 
on the Korean steel industry, which has 
much anticipation for a long-awaited 
recovery in demand for steel plates. 
Korean shipbuilders such as Hyundai 
Heavy Industries, Samsung Heavy 
Industries, and Daewoo Shipbuilding & 
Marine Engineering, have put up a good 
fight in landing orders in the global 
shipbuilding market, outperforming their 
Chinese counterparts. In Korea, demand 
for steel plates is expected to rise, but in 
contrast, demand is projected to sink in 
China. China's steelmakers, which will 
face a decline in domestic demand for 
steel plates, are highly likely to seek out 
opportunities through exports.

Recently, the Chinese government’s 
policies for steel production cuts have 
shown a sign of easing. Some experts 
forecast that as China is experiencing 
difficulties due to the trade dispute with 
the U.S., it will allow steelmakers to ramp 
up steel production again, shifting its focus 
from solving environmental problems to 
vitalizing the Chinese economy.

"Ch inese  s t ee lmake r s  have  a 
production capacity about 15 times that 
of Korean steelmakers. Thus, if some of 
their products are exported to Korea, it will 
deal a big blow to Korean steelmakers," 
said Hong Jeong-eui, head of the Trade 
Cooperation Office at the Korea Iron and 
Steel Association.

In particular, Korean shipbuilders, 
which are in a difficult management 
environment, are highly likely to choose 
Chinese products over Korean ones, if 
Chinese steelmakers wage a price war.

The Korean steel industry will be hard 
pressed to find a suitable countermeasure 
against Chinese steelmakers in the possible 
price war. This is because it is difficult for 
the Korean government to take actions 
such as imposing anti-dumping duties 
or initiating a safeguard, even though 
countries such as the U.S., EU nations, 
Canada, Turkey and India have lately been 
raising tariffs in order to cope with import 
steel products.

"It is not easy to address this issue 
as the Korean government’s sanction on 
Chinese products may ignite a friction 
between Korea and China in terms of 
politics and diplomacy and lead the 
Chinese government to retaliate against 
Korean steelmakers that have moved into 
China." 

Cheap Steel from China

Chinese Steelmakers 
Penetrating Deep  
into Korean Steel Market

By Michael Herh

The spike in the import of Chinese thick plates spells 
a big trouble for Korean steelmakers.
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South Korean oil refiners are expected to surpass 
the US$40 billion (45.7 trillion won) mark in oil 
product exports this year but their market outlook 

is not so rosy. This is because the refining margin, which is 
the difference in value between the products produced by a 
refinery and the crude oil used to produce them, has dropped 
sharply compared to last year. The business environment 
surrounding domestic refiners is getting worse due to 
uncertainties such as the global unrest and environmental 
regulations.

According to industry sources on October 28, the 
benchmark Singapore Complex Gross Refining Margin (GRM) 
was US$3.3 (3,770 won) a barrel in the third quarter, showing 
a steep fall from US$5.5 (6,284 won) a barrel a year ago. 
The figure slightly increased from US$2.7 (3,085 won) at the 
previous quarter but it was over US$2 (2,285 won) lower than 
last year. Singapore Complex GRM rose from US$3.8 (4,342 
won) in the second quarter last year to US$5.5 (6,284 won) 
three months later and had been maintained at a high level of 
US$5 (5,713 won) in the fourth quarter of 2017 and US$4.7 
(5,370 won) in the first quarter of 2018. However, it has had a 
lower level once again after the second quarter when oil prices 
went up and trade tensions between the United States and China 
escalated. The increase in oil prices has not been reflected into 
the price of oil products because of excess supply of oil products 
and reduction of demand in China.

On the other hand, exports of oil products is expected to 
exceed US$40 billion (45.7 trillion won) for the first time in 
four years thanks to rising oil prices. Oil products are forecast to 
rank fourth among Korea’s top export items this year, following 
semiconductor, general machinery and petrochemical product.

The problem is that the internal stability is getting worse 
contrary to growth in size. S-Oil Corp., which released the 
results of third quarter this year, saw its sales rise 37.9 percent to 
7.19 trillion won (US$6.29 billion) compared to the same period 
a year earlier, but its operating profit fell 42.9 percent to 315.7 
billion won (US$276.32 million).

In addition, uncertainty from various environmental 

regulations is one of the factors that disturb oil refining 
companies. The Trump administration in the U.S. is recently 
making moves to postpone the implementation of the 
International Maritime Organization (IMO)'s sulphur (SOx) 
emission regulations due into force in 2020.

Starting January 1, 2020, the IMO will require that all fuels 
used in ships, such as oil tankers and container ships, contain no 
more than 0.5 percent sulfur. The cap is a significant reduction 
from the existing sulfur limit of 3.5 percent. So, domestic oil 
refiners that have been expanding its facilities to produce low 
sulfur oil in accordance with the new IMO regulations is now in 
an embarrassing situation.

SK Innovation Co. is currently building a vacuum residue 
desulfurization (VRDS) facility with an investment of 1 trillion 
won (US$875.27 million). S-Oil has invested 4.8 trillion won 
(US$4.2 billion) and completed a residue upgrading complex 
which can convert high-sulfur intermediate crude oil into low-
sulfur fuel oil and petrochemical materials. Hyundai Oilbank 
Co. has also completed a solvent deasphalting (SDA) facility 
which can upgrade residue oil to jet fuel or diesel. GS Caltex 
Corp. is advancing its vacuum residue hydrocracker (VR HCR) 
facility as well.

Another unfavorable factor to the domestic oil refining 
industry is that coal consumption in China can increase as the 
Chinese government has recently decided to lower its ultrafine 
particle concentration level reduction goal from 5 percent to 3 
percent.

The fact that the U.S. has prohibited its allies from 
importing Iranian crude oil starting from next month is also 
a concern. According to the industry, domestic oil refiners 
imported 200,000 barrels of crude oil from Iran a day on 
average in July but they have stopped importing Iranian oil from 
August. Accordingly, they are diversifying their imports to the 
U.S., Australia, Qatar and Norway. Iranian crude oil is ultra light 
oil that is better than heavy oil in extracting naphtha, which is 
a key material for producing petrochemical products. Since the 
domestic oil refining industry has lost the main importing source 
of ultra light oil, their margins will be inevitably reduced. 

Unfavorable Factors Squeeze Refining Margin

Business Outlook 
of S. Korean Oil 
Refiners Worsens

By Jung Min-hee

Korean oil refiners are expected to surpass the US$40 billion (45.7 trillion won) 
mark in oil product exports this year but their business outlook is not so rosy.
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Ko r e a n  p h a r m a c e u t i c a l 
companies are increasing the 
sales of their drugs that have 

not been selling well after development 
several years ago by improving their 
functions.

According to pharmaceutical industry 
experts on October 25, the sales of major 
domestic drugs by the third quarter of 
this year significantly increased from the 
previous year. Most of the drugs have 
been launched about five to 10 years 
ago, and their marketability has been 
increased through recent improvements.

O n e  e x a m p l e  i s  D a e w o n 
Pharmaceutical’s antiinflammatory 
analgesic drug “Pelubi.” It was released 
in 2007 as the 12th newly developed 
domestic drug in Korea, and although 
it has failed to exceed 4 billion won 
(US$3.6 million) in annual sales until 
2014, the sales up to the third quarter this 
year reached 17.1 billion won (US$15.3 
million). This is more than twice the 
amount in the same period last year. This 
year’s sales are expected to top 20 billion 
won. The secret to the increased sales 
was that Daewon added removal of fever 
to the functions of Pelubi.

Ilyang Pharmaceutical could increase 
the sales of “Noltec,” a reflux esophagitis 
treatment, by adding Helicobacter pylori 
eradication to the drug’s functions. 
Notec’s sales reached 18.4 billion won 
in the first three quarters of this year, up 
10% from a year ago. Noltec is the 14th 
newly developed drug in Korea.

Meanwhile, some pharmaceutical 
companies maximized efficacy of their 
drugs by adding new ingredients to them. 
“Zemiglo Tab” developed by LG Chem 
is one example. Sales of the Zemiglo 
product line, which combines Zemiglo 
and Zemimet, increased by 14.8% to 

63 billion won (US$56 million) in the 
third quarter from 54.9 billion won 
(US$49 million) in the same period last 
year. Zemimet, which is an improved 
product made by adding another diabetes 
treatment ingredient to Zemiglo, led the 
big sales increase. LG Chem, which 
launched Zemiglo in 2012, has been 
struggling after losing the sales to global 
pharmaceutical companies' diabetic 
treatments, Januvia and Trajenta, but 
recently succeeded in increasing its 
market share by launching Zemimet.

An off ic ia l  of  LG Chem said , 
"We are aiming at sales of 80 billion 
won (US$72 million) this year and 
100 billion won (US$90 million) next 
year." It will be an interesting point to 
see whether Zemiglo will become the 
first “blockbuster” drug with the sales 
exceeding 100 billion won (US$90 
million) for the first time as a Korean 
drug.

Sales of antihypertensive drug 
“Kanarb” product line of Boryung 
Pharmaceutical, which is the 15th new 

drug in Korea, also rose 20% from 40.6 
billion won (US$36 million) in the same 
period last year to 48.3 billion won 
(US$43 million) by the third quarter. 
Sales of “Dukarb,” an improved product 
made by adding another antihypertensive 
treatment ingredient to Kanarb, doubled 
from the previous year, driving the 
growth of the company.

There is a total of 30 domestically 
developed drugs in Korea, from SK 
Chemicals' anti-cancer drug “Sunpla” 
launched in 1999 to recently developed 
reflux esophagitis treatment “K-CAB” 
of CJ Healthcare. However, even if they 
were approved as new domestic drugs, 
they often failed to attract as much 
attention as expected due to the failure of 
marketing strategy and high competition. 
As of 2016, production of nine domestic 
new drugs was stopped and sales of 20 
drugs barely made to 10.5 billion won 
(US$94 million). As such, it is becoming 
more difficult for companies other than 
large pharmaceutical companies to go for 
new drug development in Korea. 

Revival of Korean New Drugs

Sales of Locally Developed Drugs Increase 
after Improvement of Functions
By Choi Moon-hee

Ilyang Pharmaceutical added helicobacter pylori eradication to the functions of its reflux esophagitis treatment 
"Noltec Tab."
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Anti-cancer drugs developed 
in  Korea  a re  rece iv ing 
love  ca l l s  f rom g loba l 

pharmaceutical and biotechnology 
companies.

According to the pharmaceutical 
indus t ry  on  October  9 ,  overseas 
pharmaceutical companies are seeking 
cooperation with Korean companies to 
increase the effectiveness of their drugs 
by adding Korean drugs. This kind of 
combination therapy is beneficial to 
both domestic and foreign companies 
because it increases the effectiveness 
of the new drug over the individual 
drug administration. Korean “immuno-
anticancer drugs” are especially popular. 
It is a drug that kills cancer cells by 
enhancing the self-healing ability of the 
patient.

The most recent case involves British 
company AstraZeneca, which recently 

started clinical trials for administration 
of immuno-anticancer drug, “Impinj” 
in combination with a new drug made 
in Korea, “Vactosertib.” Vactosertib is 
a drug developed by Medpacto, which 
is a subsidiary of the Korean biotech 
company Theragen Etex. The clinical 
trial is planned to be conducted on non-
small cell lung cancer patients for two 
years.

Last month, Vactosertib was also 
selected as a drug for combination 
therapy by MSD, one of the three major 
U.S. pharmaceutical companies. MSD is 
planning to use the drug in clinical trials 
for gastric and colorectal cancer patients. 
If these trials turn out to be successful, 
the new Korean drug Vactosertib will 
be able to target the global market with 
the foreign credibility and network 
of the large British and American 
pharmaceutical companies.

MSD has shown interest in another 
Korean drug. It is an immune-anticancer 
drug called "Tanibirumab" developed 
by a medium-sized biopharmaceutical 
company Pharmabcine. MSD announced 
early this year that it will administer 
Tanibirumab with its own developed 
drug Keytruda to brain tumor and 
metastatic breast cancer patients in 
tentative doses.

Korean company SillaJen is also 
cooperating with a global company for 
development of combination therapy. 
The global pharmaceutical company 
BMS decided to use Pexa-Vec with 
its self-developed anti-cancer drug 
“Ipilimumab.” AstraZeneca also decided 
to use Pexa-Vec for the development 
of a next-generation colorectal cancer 
treatment. In July, SillaJen joined 
Regeneron, one of the top five U.S. 
biopharmaceutical companies, to start on 
domestic clinical trials for combination 
therapy for kidney cancer.

T h e  r e a s o n  t h a t  n e w  d r u g s 
developed in Korea receive much 
attention from global companies is 
that the competitiveness of these drugs 
have been proved through various 
clinical trials. An industry official said, 
"Combination therapy has relatively low 
value added compared to monotherapy, 
but it can lead to stable sales by selling 
new drugs with the drugs already in 
market," adding, "Making breakthroughs 
in the development new drugs through 
combina t ion  therapy  ra ther  than 
mono the rapy  has  become  a  new 
strategy for global biopharmaceutical 
companies." 

A Series of ‘Love Calls’ from Overseas

Global Pharma Companies 
Looking for New Korean Drugs for 
Combination Therapy
By Choi Moon-hee

New drugs developed in South Korea receive much attention from global pharmaceutica companies.
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The biotech and health care 
industry is expected to win 
back the first place in terms 

of the size of new venture capital (VC) 
investment this year.

According to the bio industry on 
October 17, there has been an upsurge of 
investment in the biotech and health care 
sector. When the current trend continues, 
the industry is forecast to reclaim the 
top spot in terms of new investment 
attraction in two years.

According to the data from the 
Korean Venture Capital Association 
(KVCA), the biotech and medicine 
industry attracted a total of 519.6 billion 
won (US$461.05 million) in fresh 
investment from 128 venture capital 
companies from January to August this 
year, the highest among a total of nine 
industries.

The figure increased 151 percent 
compared to the same period a year 
earlier. It was also 6 percent higher than 
the ICT service sector that ranked first 
in terms of new VC investments in 2017. 
The biotech and health care industry 
accounted for 23.5 percent of the total 
new investments, taking the top spot 
from the ICT service industry with 22.1 
percent.

The biotech and health care industry 
topped the film, performance and music 
industry in new VC investments in 2014 
but it slipped to second place after the 
ICT service industry in 2015. It came in 
first again in 2016 but fell to third spot 
last year while the ICT service and the 
distribution and service industry ranked 
first and second.

In particular, the investment in the 
biotech industry greatly shrunk as there 
was a growing negative perception 

of the industry due to the aftermath 
of the change of technology export 
contract between Hanmi Pharmaceutical 
Co. and French pharmaceutical firm 
Sanofi S.A. at the end of 2016. Hanmi 
Pharmaceutical downsized the license 
deal for new diabetes drugs with Sanofi 
from 5 trillion won (US$4.44 billion) to 
3.5 trillion won (US$3.11 billion) at the 
end of 2016.

However,  the growth potential 
of the domestic biotech industry is 
drawing attention again as there have 
been various favorable factors, such as 
Hanall Pharmaceutical International 
Inc.  and Genexine Inc.  receiving 
license deals at the end of last year, 
and Samsung BioLogics Co. winning a 
large-scale biologic drug consignment 
production contract, Green Cross Corp.’s 

Immuncell-LC gaining orphan drug 
status for liver cancer and brain tumor 
from the Food and Drug Administration 
(FDA) ,  Ce l l t r ion  Inc . ' s  Trux ima 
receiving a recommendation for approval 
from the US FDA’s Oncologic Drugs 
Advisory Committee (ODAC) this year.

Accordingly, the combined amount 
of new VC investments in the biotech 
and medical  industry has already 
exceeded 378.8 billion won (US$336.11 
million) of the annual new investments 
in 2017 by more than 140 billion won 
(US$124.22 million) as of the end of 
August this year. The bio and medical 
care industry has been gaining an 
investment momentum especially after 
President Moon Jae-in pledged to get rid 
of excessive regulations on the medical 
device and healthcare sector in July. 

Hottest Sector among Venture Capital Firms

Biotech, Health Care Sector to Win  
Back 1st Place in New VC Investment
By Choi Moon-hee

Venture capital investment in the Korean biotech and health care industry continues its upward trend.
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The South Korean government 
has recently laid out plans 
to greatly relax regulations 

on private equity funds (PEFs). Under 
the proposed regulations, any form of 
PEFs will be able to participate in the 
management of the companies they have 
invested in, even when their stakes are 
less than 10 percent. The new rules are 
intended to activate the capital market 
and promote innovations. To be sure, 
it is the right direction for Korea to go. 
However, companies are all tensed up 
due to concerns that predatory activist 
funds like Elliott Management of the 
United States can appear.

Korean businesses already have 
difficulty protecting their management 
rights as the National Pension Service 
(NPS) has introduced a stewardship 
code, which encourages institutional 
investors to exercise their  voting 
rights more actively. Furthermore, 

the government is pushing to amend 
the Commercial Act to take power 
away from majority shareholders. The 
Korean business community claims that 
the government should come up with 
measures to protect management rights 
as well.

The Financial Services Commission 
(FSS) announced on Sept. 28 that it 
would reform regulations to clear the 
way for domestic PEFs to participate 
in  the management  of  companies 
more easily. It plans to submit a bill to 
revise the relevant law to the National 
Assembly by the end of this year.

PEFs raise money from a small 
number of investors and privately 
operate the funds. Until now, local PEFs 
have been subject to various regulations 
that impeded their growth. 

There will be no boundary that 
differentiates hedge funds from PEFs in 
the future. Any form of PEFs with less 

than a 10 percent stake in a company 
will be allpwed to participate in its 
management. Accordingly, activist 
funds can appear in South Korea. Local 
PEFs will be not be much different from 
foreign private funds such as Elliott 
Management and Lone Star Funds. They 
can turn into a corporate raider at any 
time or even collude with foreign funds 
to threaten the management rights of a 
domestic firm.

Companies are on the alert as they 
could face hostile takeover threats 
and lose their management rights. In 
particular, not only average businesses 
with less  than a 10 percent  s take 
owned by major shareholders but also 
mid-size enterprises that maintain the 
management rights through cross-
shareholding links and conglomerates 
with a high reserve ratio are highly 
likely to become a target of management 
intervention and merger and acquisition 
(M&A) from private funds, according to 
market experts. A company official said, 
“Some activist funds have continuously 
made management intervention and 
threatened the management rights. Given 
the circumstances, companies’ business 
activities will be forced to shrink further 
if institutional investors have more 
rights.”

As the NPS has recently introduced 
a stewardship code, companies will 
have more difficulty in protecting 
their management rights. In addition, 
a considerable number of revision 
bills to the Commerical Act that woudl 
take away more rights from majority 
shareholders are currently pending at the 
National Assembly. A case in point is a 
multiple derivative suit, which enables 
shareholders of a parent company to file 
a compensation suit against executives 

Increased Exposure to Predatory Funds

Korean Entrepreneurs Call for Measures 
to Protect Their Management Rights

Under the proposed new regulations, any form of private equity funds will be able to participate in the 
management of the companies they have invested in, even when their stakes are less than 10 percent.

By Yoon Young-sil
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of a subsidiary or a grandson company 
who commits an illegal act, and the 
measures that hold management in 
check, including the obligation of 
the concentrated vote system, which 
allows minority shareholders to appoint 
whoever they want when a company 
elect more than two board members.

In  fact ,  according the Korea 
Economic Research Institute, there 
are 20 cases of the amendments in the 
Commercial Act related to corporate 
governance proposed from the opening 
of the 20th National Assembly to the 
end of March this year. Out of the 20, 
18 cases are the revised laws to limit 
the management rights of a company, 
whi le  on ly  two  cases  focus  on 
protective devices of the management 
rights.

Economic organizations,  l ike 
Korea Listed Companies Association, 
said, “The measures that can protect 
the management rights of a company, 
including the disproportionate voting 
rights, should be adopted as well.” In 
other words, the government also need 
to provide companies with a shield to 
protect their management rights as it 
has decided to ease regulations on 
private funds.

A dual class stock is considered 
an effective defense mechanism, 
along with poison pills. It grants more 
voting rights to major shareholders or 
executives than other ordinary shares. 
For instance, the founders of Alphabet 
Inc., a holding company of Google, 
and Facebook have 10 votes per share.

However, the revisions of related 
laws have failed to pass the National 
Assembly for years with an anti-
business sentiment of “special favors 
for founders’ family” and political 
opposit ion.  Kim Jong-sun,  head 
of the research policy division at 
the KOSDAQ Listed Companies 
Association, said, “The measures that 
threaten the management rights are to 
be introduced at the same time. So, it 
is fair for the government to establish a 
mechanism to protect the management 
rights so that business raiders cannot 
make a prey of sound companies.

Sa m s u n g  E l e c t r o n i c s  v i c e 
chairman Lee Jae-yong has 

pledged to make long-term investment 
in Vietnam.

"Samsung has invested in many 
countries, but there were not many 
countries like Vietnam that listened 
to  our  proposa ls  and  so lved  our 
problems," said Lee during a meeting 
with Vietnamese Prime Minister Nguyen 
Xuan Phuc in Hanoi on Oct. 30 (local 
time).

"When I return to Korea, I will 
convene a staff meeting to review 
whether there are other areas where 
we can invest in Vietnam as the prime 
minister suggested," local media quoted 
Lee as saying.

"Samsung also has experience in 
e-government field and is willing to 
provide support to Vietnam," he said.

Lee  sa id  the  deve lopment  o f 
Vietnamese parts suppliers and the rise 
in parts localization ratio is exactly 
what Samsung wants to see. He added 
that Samsung is not only focusing on 
production investment in Vietnam but 
also investing in R&D in Vietnam and 
working with Vietnamese companies in 

the field of manpower and parts supply.
Earlier, Prime Minister Phuc asked 

Samsung to continue expanding its 
business size and scope so that Vietnam 
can become not only Samsung's largest 
production base in the world but also its 
largest strategic hub.

He also asked Samsung to expand 
support for Vietnamese parts industries 
so that Vietnamese companies can 
participate in its parts supply chain. He 
also wanted Samsung to help Vietnam 
develop such sectors as semiconductors, 
infrastructure, finance, and information 
technology.

After  asking for support  from 
Samsung in building e-government, 
the Vietnamese prime minister said, 
"We will continue to create favorable 
conditions so that Samsung can succeed 
in Vietnam."

The meeting was also attended by 
Samsung Display president Lee Dong-
hoon and high-ranking Vietnamese 
officials, including Deputy Minister of 
Planning and Investment Vu Dai Thang 
and Deputy Minister of Finance Vu Thi 
Mai.

Lee  l e f t  fo r  Hanoi ,  Vie tnam, 
on a chartered flight from Gimpo 
International Airport. It is his seventh 
overseas business trip since his release 
from jail in early February and the 
second trip this month alone.

During his three-day business trip, 
Lee will tour Samsung Electronics and 
Samsung Display's factories and R&D 
centers and meet industry officials.

Vietnam has the largest mobile 
phone production facilities of Samsung 
Electronics. Analysts said Lee’s trip 
was intended to review Samsung’s 
smartphone strategies as the company 
has been losing market share due to 
competition with Chinese companies 
and others. 

Samsung Commits to Invest in Vietnam

Samsung Vice Chairman Lee Promises  
to Make Long-term Investment in Vietnam
By Kim Eun-jin

Samsung Electronics vice chairman Lee Jae-yong 
(left) shakes hands with Vietnamese Prime Minister 
Nguyen Xuan Phuc at the latter's office in Hanoi, 
Vietnam on Oct. 30.
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Samsung Group, which has completely removed 
the cross-shareholding links among its affiliates, is 

considering when to cancel the 20 trillion won (US$18 billion) 
worth of treasury shares held by Samsung Electronics.

This is part of the group's efforts to strengthen its 
shareholder friendly policy in line with its pledge to global 
investors, though it is having difficulty in meeting the 
government's demand for corporate governance reform.

According to the business community on September 30, 
Samsung Electronics Co. is now internally discussing how 
to strengthen its shareholder friendly policy after Samsung 
Electro-Mechanics Co. and Samsung Fire & Marine Insurance 
Co. sold their entire stakes in Samsung C&T, the de facto 
holding company of Samsung Group, through block trades on 
September 20, completely eliminating all cross-shareholding 
arrangements among Samsung affiliates.

Samsung Electronics is considering how to cancel 6.65 
percent of its treasury stocks by the end of this year. An official 
from the business community, who is well acquainted with 
Samsung, said, “Samsung Electronics is in internal discussion 
when to call a board meeting for the cancellation of 40 trillion 
won (US$36 billion) worth of treasury stocks as it promised last 
year. The company is considering holding the board meeting in 
November or December.”

On April 27, 2017, Samsung Electronics voted for canceling 
its 13.3 percent stake in the total issued stocks, including 
17,981,686 common stocks and 3,229,693 preferred stocks, at 

that time as part of its plans to improve the shareholder value. 
They were worth 40 trillion won (US$36 billion won) based on 
the stock price at that time.

Samsung Electronics made such a decision to wipe out 
concerns over a relatively weak shareholder friendly policy, 
including dividend payout ratio, compared to global companies 
like Apple and Google. However, Samsung Electronics planned 
to cancel 40 trillion won (US$36 billion won) worth of its 
treasury stocks over two years in its bid to minimize market 
shocks. Accordingly, the company cancelled a 6.65 percent 
stake in treasury stocks, a half of the total, last year, and it is 
planning to cancel the other half of treasury shares this year.

Samsung Electronics’ 6.65 percent stake of treasury stocks 
to be cancelled by the end of this year amounts to 426.88 
million shares and worth 19.83 trillion won (US$17.87 billion) 
based on the price of 46,450 won (US$41.85) per share. 
Samsung Electronics now has 6,419,324,700 shares, which is 50 
times more through a 50:1 stock split in May.

In particular, Samsung Electronics decided not to turn it 
into a holding company but strengthen its shareholder return 
policy by cancelling large-scale treasury stocks at that time after 
six months before of consideration, attracting attention. The 
market thought that Samsung Electronics purchased treasury 
stocks worth 40 trillion won (US$36.05) for a long period of 
time to lay the groundwork for adopting the holding company 
system. Under the current commercial law, a treasury stock 
doesn’t have the voting right but its voting right revive when a 
company converts into a holding company. Accordingly, a major 
shareholder can secure a share ratio in the company according to 
a stake in treasury stocks. However, the 18th National Assembly 
has proposed the revised commercial law that prohibits the 
so-called “magic of treasury stocks” and the 20th National 
Assembly is highly likely to pass the revision.

An official from the business community said, “Samsung 
Electronics has decided to cancel its whole treasury stocks with 
a growing number of legislation issues that bans a conversion 
into a holding company, such as the separation of industrial 
and financial capital and the revision of commercial law and 
insurance business. The company has decided to use treasury 
stocks as a way to convert into a shareholder friendly company, 
instead of converting into a holding company.” 

Push for Shareholder-friendly Policy

Samsung Electronics Weighing Timing 
for Cancellation of Treasury Shares Worth  
20 Tril. Won
By Yoon Young-sil

Having completely removed the cross-shareholding links among affiliates, 
Samsung Group is now considering when to cancel Samsung Electronics’ treasury 
shares worth 20 trillion won (US$18 billion) as a next move.
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South Korean textile giant 
Hyosung Group revamped its 
governance structure in June 

by making Hyosung Corp. a holding 
company that controls the four spun-
off affiliates. Yet the new system is 
still incomplete as Hyosung Corp. has 
not secured enough stakes in its newly 
created affiliates. To cement the holding 
company’s control of the affiliates, the 
group has decided to take over stakes 
in these four companies from their 
shareholders by giving them new shares 
in Hyosung Corp. in return. If this 
scheme works, Hyosung Corp. will be 
able to strengthen its control of the four 
affiliates and meet the requirements for a 
holding company.

Currently, Hyosung Corp. has a 5.26 
percent stake in each of the four newly 
created subsidiaries -- Hyosung TNC, 
Hyosung Heavy Industries, Hyosung 
Advanced Materials and Hyosung 
Chemical.

The group plans to boost Hyosung 
Corp.’s stake in Hyosung TNC to 36.12 
percent, Hyosung Heavy Industries 
to 20.66 percent, Hyosung Advanced 
Materials to 23.27 percent and Hyosung 
Chemical to 19.95 percent.

To finance the stake purchase plan, 
Hyosung Corp. will issue a total of 
12,998,801 of new shares at a price of 
45,970 won (US$40.31) per share. The 
total value of the newly issued shares 
will be 597.55 billion won (US$523.94 
million).

The scheduled date of the public 
purchase is from Nov. 28 to Dec. 17, 
while new shares are scheduled to be 
listed on Jan. 4 next year. Hyosung Corp. 
will purchase 1.3 million Hyosung TNC 

shares at 166,000 won (US$145.55) 
per share, 2.8 million Hyosung Heavy 
Indus t r i es  shares  a t  44 ,100  won 
(US$38.67) per share, 1.35 million 
Hyosung Advanced Materials shares at 
103,000 won (US$90.31) per share and 
950,000 Hyosung Chemical shares at 
125,500 won (US$110.04) per share.

I f  t h e  a c q u i s i t i o n  s c h e m e  i s 
completed as planned, Hyosung Corp. 
will satisfy the requirements for a 
holding company’s stake ownership in 
subsidiaries. Under the current fair trade 
law, a holding company is required to 
own more than a 20 percent stake in a 
listed subsidiary.

When  the  fami ly  members  o f 
the largest shareholder participate in 
the public purchase, their control of 
Hyosung Corp. can be strengthened 
further. Honorary chairman Cho Seok-
rae, chairman Cho Hyun-joon and 

president Cho Hyun-sang hold a 10.2 
percent, a 14.6 percent and a 12.2 percent 
stake in Hyosung Corp. and each of the 
four subsidiaries. In particular, chairman 
Cho's stake in the holding company will 
increase to 31 percent when he hands 
over his stakes in the subsidiaries and 
receive new Hyosung Corp. shares.

Hyosung Corp. must sell off its stake 
in the financial unit, Hyosung Capital, 
within two years after adopting a holding 
company structure under the regulations 
on the separat ion of  banking and 
commerce. The total assets of Hyosung 
Capital  came to 2.51 tri l l ion won 
(US$2.2 billion) as of the end of June 
and Hyosung Corp. owns a 97.5 percent 
stake in the company.

Hyosung said, “We are considering 
various ways to meet the requirements 
for control restriction by selling off our 
stake in Hyosung Capital.” 

Hyosung Corp. plans to issue new shares to increase its stakes in its four subsidiaries, including Hyosung TNC.
measures by blocking restructuring work in the future.

Reinforcing Holding-company Structure

Hyosung Corp. Seeking to Increase 
Stakes in Its Four Affiliates
By Yoon Young-sil
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A father-so-son transfer of 
managerial control appears 
t o  b e  i m m i n e n t  a t  t h e 

Hanwha Group.
The group announced a restructuring 

plan on Oct. 22, which analysts believe 
is intended to speed up the transfer of 
the group's management rights from 
chairman Kim Seung-yeon to his sons.

Under the plan, Hanwha Corp., 
which is the group's holding company, 
has decided to transfer its aviation 
business to Hanhwa Aerospace and 
the machine tool business to Hanwha 
Prec is ion  Machinery,  which  i s  a 

subsidiary of Hanwha Aerospace.
Industry watchers speculate that the 

group may be pushing to make Hanwha 
Corp .  a  "pure"  hold ing  company 
that does not engage in any business 
operations and exists solely for the 
purpose of owning stocks in its affiliates.

They also believe the group is 
seeking to make Hanwha Aerospace a 
global powerhouse in the industrial 
machinery sector. 

In addition, Hanwha Land Systems, 
a defense industry subsidiary of Hanwha 
Aerospace,  has decided to absorb 
Hanwha Defense, which currently is its 

subsidiary.
Hanwha Corp.'s aviation business 

unit  specializes in aircraft  motor, 
hydraulic and fuel devices and landing 
gear, which is a component of the 
Korean-type next-generation fighter 
KFX. Hanwha Aerospace is a company 
focused on aviat ion engines.  The 
company's takeover of the aviation 
business unit is expected to create 
synergies between the aviation engine 
and fuselage sectors.

Hanwha Corp . ' s  machine  too l 
business unit mainly produces automatic 
CNC lathes for electric, electronic 
and auto parts.  Hanwha Precision 
machinery 's  takeover of  this  unit 
will allow the company to sharpen its 
precision technology capabilities. In 
particular, the company will maximize 
synergies with chip mounters and 
collaborat ive robots  and improve 
profitability.

H a n w h a  L a n d  S y s t e m s  w i l l 
accelerate its penetration into overseas 
markets  by act ively part icipat ing 
in large-scale global projects. The 
company  i s  p roduc ing  K-9  se l f -
propelled guns while Hanwha Defense 
produces maneuvering and anti-aircraft 
weapons such as the K-21 Armored 
Vehicle and K30 Biho, a short-range 
self-propelled anti-aircraft gun.

Hanwha explained that the merger of 
the two companies is a move to increase 
competitiveness in large-scale global 
projects as they share the same nature as 
ground defense platforms. 

A Father-to-son Control Transfer Imminent?

Hanwha Group Restructures  
Aviation and Defense Businesseson 
Holding Companies
By Michael Herh

Hanwha Group has announced a sweeping restructuring plan, which analysts take as an indication that a father-
to-son transfer of the group's managerial control is imminent.
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The Lotte Group has started reforming its governance 
structure by putting Lotte Chemical Corp. under 
Lotte Corp. The move came five days after chairman 

Shin Dong-bin was released from jail.
Lotte Corp., the group’s holding company, announced after 

a board meeting on Oct. 10 that it has decided to acquire a 
23.24 percent stake, or 7,965,201 shares, in Lotte Chemical 
from Hotel Lotte Co. and Lotte Property and Development 
Co. for 2.23 trillion won (US$1.96 billion). Accordingly, Lotte 
Chemical will be an affiliate of Lotte Corp.

The holding company said its stake investment in Lotte 
Chemical will not only stabilize the group’s holding company 
system but also help diversify its business portfolio, which 
currently is focused on retail and food and beverages. Lotte 
Chemical is the core affiliate that accounted for 55.5 percent 
of the total operating profits of the Lotte Group’s non-financial 
affiliates last year.

In efforts to boost shareholders' value, Lotte Corp. also 
decided to cancel 11,657,000 of its treasury shares, which took 
up 10 percent of the total common shares issued, at the board 
meeting on the same day. Moreover, the company decided 
to convert 4.5 trillion won (US$3.96 billion) worth of excess 
capital into an excess income, a sign that Lotte may use some of 
the excess income as dividends.

As the Lotte Corp. has become the largest shareholder of 
Lotte Chemical, the Lotte Group can accelerate reorganization 
of corporate governance as a whole. By taking direct control of 
the chemical sector, including Lotte Chemical, a cash cow for 
the group, the holding company will be able to secure capital 
needed for governance reforms and mergers and acquisitions to 
be promoted in the future.

Lotte Corp.'s control of Lotte Chemical suggests that the 
relationship between Lotte Korea and Lotte Japan will be 
reorganized based on Lotte Korea. The board members of 
Lotte Corp. will decide on the related plans at its extraordinary 
general meeting to be held on Nov. 21.

Lotte Chemical posted 2.93 trillion won (US$2.58 billion) 
in operating profit last year. The figure increases more than 

3 trillion won (US$2.64 billion), when the profits of Lotte 
Chemical’s subsidiaries, like Lotte Fine Chemical Co., 
are included. Although Lotte Group’s key retail and service 
affiliates, such as Lotte Shopping and Hotel Lotte, showed poor 
performance due to China’s retaliation against South Korea 
for the deployment of Terminal High Altitude Area Defense 
(THAAD) anti-missile system on the Korean Peninsula, Lotte 
Chemical put up a good show and it was one of the forces that 
shored up the entire group.

The fact that Lotte Chemical gets out from under Hotel 
Lotte and is included in Lotte Corp. means that cash of over 3 
trillion won (US$2.64 billion) flows in Lotte Corp. a year. In 
short, Lotte Corp. will be able to secure funds that are needed 
for corporate governance reform in the future.

In addi t ion,  separat ing Lotte  Chemical  f rom the 
shareholding structure that connects Lotte Holdings Japan 
to Lotte Chemical via Hotel Lotte and Lotte Property and 
Development will greatly reduce the influence of Lotte Japan 
on Lotte Korea as a result. An official from the industry said, 
“The influence of Hotel Lotte, which was one of the flagships 
of Lotte Korea along with Lotte Corp., will be significantly 
decreased. This is because Lotte Chemical is the most pivotal 
affiliate in Lotte Group that posts more than 15 trillion won 
(US$13.19 billion) in sales a year alone.”

Lotte Japan still has the issue of listing Lotte Holdings 
Japan. Which subsidiaries remain under Hotel Lotte is one 
of the important issues in the process of listing Hotel Lotte, 
whose major shareholder is Lotte Japan. Chairman Shin Dong-
bin indirectly intends to eventually put Hotel Lotte under the 
influence of Lotte Korea by separating Lotte Chemical from 
Hotel Lotte. The inclusion of Lotte Chemical in the holding 
company also means that the group will decide on whether to 
list its major unlisted affiliates, including Hotel Lotte, in the 
near future.

An official from the business community said, “With the 
inclusion of Lotte Chemical, there will be visible signs of listing 
Lotte Hotel. This can be interpreted as chairman Shin’s intention 
to lead the group based on Lotte Korea.” 

Lotte Chairman Revamps Governance Structure

Lotte Corp.  
Acquires 23% 
Stakes in  
Lotte Chemical
By Yoon Young-sil

Lotte Group chairman Shin Dong-bin, who was released from jail five days ago, 
has started to revamp the group's governance structure by putting Lotte Chemical 
under Lotte Corp., the group's holding company.
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The amount of foreign direct investments by Korean SMEs amounted to US$4.36 billion in the first half of this year, hitting the highest level ever since 1980.

Korean small and medium-sized enterprises (SMEs) 
considerably increased investments in foreign 
countries in the first half of this year. According 

to the Korea Export-Import Bank on October 10, the amount 
of foreign direct investments by Korean SMEs amounted to 
US$4.36 billion in the first six months of the year, hitting the 
highest level ever since 1980 when the Korean government 
began to record such statistics.

FDIs by Korean SMEs surged 228% during the five years 
from the first half of 2014 when the amount totaled US$1.33 
billion. The growth rate is about four times higher than the 
54.7% increase in the amount of foreign direct investments 
by all Korean companies and nationals. Korea’s foreign direct 
investment refers to the amount of money that flowed abroad to 

establish a new company in a foreign country or acquire a stake 
in a foreign company.

The spike in Korean SMEs’ overseas investment is fueling 
concerns that not only exports but domestic investment and 
employment will be negatively affected. If SMEs, which 
account for 87% of Korea’s total employment, prune domestic 
investment and employment, domestic jobs will disappear.

"Capital and job outflows have thus far been regarded as 
problems stemming only from large Korean companies and the 
Korean manufacturing industry. Yet actually, they are happening 
in the SME sector and the Korean service industry as well," said 
Kim Tae-ki, a professor at Dankook University. "A sharp increase 
in minimum wages and a reduction of working hours is a matter 
of survival for SMEs, which depend heavily on labor."  

Capital and Job Outflows from Korea

Foreign Direct Investments  
by Korean SMEs Reach Highest 
Level Ever
By Jung Suk-yee
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South Korea is  t ightening 
r egu la t ions  on  s t a r tups , 
while other major countries 

in the world are pushing for regulatory 
reforms to accelerate the growth of new 
industries.

According to data from the Hyundai 
Research Institute (KRI), the number 
of newly introduced or strenthened 
regulations totaled 9,715 during the eight 
years between 2009 and 2016, while 
that of regulations intended to ease the 
regulatory system was only 837. The 
institute suggested that the regulation 
paradigm should be shifted toward 
private autonomy to achieve innovative 
growth of the South Korean economy.

According to the institute's report on 
the direction of regulatory innovation 
in the era of the Fourth Industrial 
Revolution, the paradigm should be 
shifted to private autonomy in order to 
boost the vitality of emerging industries.” 
In other words, market protection 
systems, which were designed to meet 
the demands of the Industrial Age in the 
past, need to be improved according to 
the needs of the coming Fourth Industrial 
Revolution era.

The report said that the size of the 
domestic media content industry, such 
as film, animated film and television 
content, showed an annual average 
growth of 7.4 percent from 19.9 trillion 
won (US$17.9 billion) in 2011 to 26.5 
trillion won (US$23.84 billion) in 2015. 
In particular, the media content industry 
posted a trade surplus of US$440 million 
(489.06 billion won) in 2015,  with 
exports reaching US$650 million (722.48 
billion won) against imports of US$220 
million (244.53 billion won). 

The report also said more and more 

media content can be created when the 
media content rating system, which is 
the most typical regulation system in 
the media content industry, changes to 
a self-rating system in order to shorten 
the time needed for classifying media 
content ratings. The introduction of the 
private autonomous rating classification 
system is expected to boost sales of 
the digital online film market by 20 
percent and this will also boost real 
gross domestic product (GDP) by 58.4 
billion won (US$52.54 million) and 
create 1,200 jobs. When sales of movie 
theaters increase 10 percent, the amount 
of real GDP will rise 126.4 billion won 
(US$113.72 million) and the number of 
new jobs will grow 2,512.

The media content industry is not the 
only one that needs regulatory reforms. 
Currently, ride hailing services, like 
Uber, are still illegal in South Korea 
because of regulations, and remote 
medical  services,  which remotely 
connect patients with their doctors or 
specialists, have been at a standstill for 

10 years due to opposition from vested 
interests. This is in stark contrast with 
Japan, which allowed remote medical 
healthcare services in 2015 and provides 
health insurance coverage for remote 
medical services in April this year, and 
China, which already has more than 100 
million users of remote medical services.

Regarding this reality, an executive 
from the venture industry said, “Amid 
a convergence of new technologies, 
including artificial intelligence (AI), 
the Internet of Things (IoT) and big 
data, new products and services based 
on such technologies are coming into 
the market. However, South Korean 
venture companies suffer frustration in 
the process of reaching out to the market 
and end-users owing to regulations 
even though they have technologies and 
ideas.”

In this regard, the Korea Venture 
Business Association is planning to set up 
a “regulation digging system” and focus 
on removing regulations that hinder the 
growth of startups in the future.  

Self-hurting Policies Need to Be Scrapped

S. Korea Tightening Regulations on 
Startups in New Industries
By Yoon Young-sil

South Korea’s regulation paradigm needs a shift toward private autonomy to achieve innovative growth of the 
South Korean economy.year, hitting the highest level ever since 1980.

75 

SME & STARTUP



Concerns  a re  r i s ing  tha t 
Korea may lose i ts  lead 
i n  x e n o t r a n s p l a n t a t i o n 

technology due to the government's 
neglect and indifference.

The Xenotransplantation Research 
Center said on Oct. 17 that it has drawn 
up a clinical trial plan for transplantation 
of pig organs into humans but cannot 
push ahead with it due to the absence of 
legal basis in Korea.

The center’s researchers held a news 
conference at Seoul National University's 
medical school to explain the problems it 
faces in pursuing commercialization of 
its xenotransplantation technology.

Xenotransplantation research focuses 
on the transplantation of tissues of organs 
from designated pathogen free (DPF) 
pigs to humans. The need to develop 
xenotransplantation technology is growing 
as the number of patients who need organ 
transplantation has been increasing, while 
the supply of organs is limited.

The research center said international 
experts have endorsed its clinical 
trial plan to transplant the pancreas 
and cornea of pigs to humans. Experts 
from various fields of transplantation, 
i n c l u d i n g  t h e  I n t e r n a t i o n a l 
Xenot ransplan ta t ion  Assoc ia t ion 
(IXA) and the Ethics Committee of 
the Transplantation Society (TTS), 
participated in the deliberation of the 
plan.

In particular, the pig pancreatic 
transplant, which has been studied 
by the Korean research center, is the 
fundamental treatment of type 1 diabetes, 
which usually develops in children. As 
such, it has been drawing keen attention 
from scholars and patients. Type 1 
diabetes requires pancreatic transplants 

because insulin is  not released in 
the pancreas of the patients by birth. 
However, it is impossible to transplant 
the pancreas between people since it 
is usually necessary to separate the 
pancreas from 2 to 4 brain dead people.

The research center succeeded in 
maintaining blood sugar by transplanting 
pig pancreas into diabetic monkeys in 
2015, but they face hurdles in conducting 
clinical trials due to the absence of 
regulations on such trials.

The World Health Organization 
(WHO)  o ffe r s  gu ide l ines  on  the 
practice of xenotransplantation clinical 
trials, which recommends researchers 
to comply with the relevant laws in 
their own countries. But the Korean 
gove rnmen t  ha s  ne i t he r  c r ea t ed 
regulations on xenotransplantation nor 
designated an agency to handle the 
related matters.

I t  i s  a lso  pointed out  that  the 
legal basis and accountabili ty for 
cont inuous  moni tor ing of  people 
who need xenotransplantation are 
also unclear. Due to the nature of the 
xenotransplantation, unknown infections 
can occur. The research center believes 
that it is difficult to conduct a clinical 
trial if its researchers have to bear all 
responsibilities for patient safety due to 
the absence of the relevant regulations.

For this reason, the research center 
is considering requesting the relevant 
government agencies to deliberate on 
whether the law on prevention and 
management of infectious diseases 
can  inc lude  people  who undergo 
xenotransplantation.

"The expert review has cleared the 
way for us to conduct clinical trials on 
patients in January next year, but we will 

not be able to carry out the tests because 
the patients and the public are not 
guaranteed of safety," said Park Jeong-
kyu, head of the research center.

C o n c e r n s  a r e  e x p r e s s e d  t h a t 
t he  wor ld ' s  be s t  t e chno logy  fo r 
xenotransplantation could die out 
due to the government’s neglect. The 
U.S. and other countries have already 
prepared regulations and legal grounds 
for xenotransplantation. In the U.S., the 
Food and Drug Administration (FDA) 
oversees all work on xenotransplantation.

"If the Korean research center had 
applied for this trial in the U.S., it would 
have received the green light from the 
FDA," said Richard N. Pearson, a 
Harvard University professor who is a 
former IXA head and currently a member 
of TTS Ethics Committee.

" The  r e s u l t s  o f  r e s ea r ch  and 
d e v e l o p m e n t  t h a t  o u r  r e s e a r c h 
center has achieved in the field of 
xenotransplantation are already the 
highest in the world," Park said. “If 
we fail to start clinical trials before the 
research period of our center expires, we 
will lose human resources and knowhow, 
which will be a great loss to Korea,

The center’s research period expires 
May next year. 

Clinical Trials on Transplanting Pig Organs to Humans Going Nowhere

Korea May Lose Its Lead in Xenotrans-
plantation Due to Government Neglect
By Michael Herh

The pathogen-free pigs of the Xenotransplantation 
Research Center that wi l l  supply cel ls for 
transplants.
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Science & Technology

Korean researchers have developed a technology that 
can detect cholesterol in saliva instead of blood. 

This new technology is expected to be used to diagnose 
lipid metabolism disturbances such as hyperlipidemia.

The Korea Advanced Insti tute of Science and 
Technology (KIST) announced on Oct.  17 that  a 
research team led by Dr. Lee Soo-hyun of the Center for 
BioMicrosystems has developed a high-sensitivity sensor 
that measures the amount of cholesterol in saliva.

The sensor developed by the research team takes the 
form of a membrane structure fixed with enzymes that 
combine with cholesterol. When cholesterol is attached to 
enzymes, electrical signals from the sensor change so that 
they can detect cholesterol to the level of several nanograms 
per milliliter of saliva.

Researchers say that the sensitivity of the new sensor 
is 1,000 times higher than that of conventional portable 
sensors that use blood to detect cholesterol.

So far, blood has often been used to analyze the 
amount of cholesterol. If the newly developed sensor is 
commercialized, anyone can easily check the cholesterol 
level without drawing blood.

"This sensor is expected to gain the upper hand over 
blood-based diagnostic chips in terms of convenience and 
technological advancement," Dr. Lee said, adding that it can 
be used to detect and measure hormone and glucose.

The results of the study were published in the Oct. 15 
edition of the international journal Sensors and Actuator B: 
Chemical. 

No Need to Draw Blood to Measure Cholesterol

Korean Researchers Develop 
a Sensor That Can Detect 
Cholesterol in Saliva

An illustration of a cholesterol-detecting sensor

By Michael Herh

The National Research Foundation of Korea (NRF) 
revealed on August 12 that a research team led by 

Professor Koh Seung-hwan at Seoul National University has 
developed a soft actuator which moves and changes its color like 
an actual body of an organism.

A soft actuator is a device made of soft material that can make 
a machine move using a source of power, such as electricity. 
Unlike conventional actuators such as an electric motor that are 
rigid, heavy, and limited in degrees of freedom, a soft actuator 
is normally made of soft material, and also can generate pre-
designed motions.

The research team succeeded in developing a soft actuator that 
can freely move around and change its color. The team explained 
that the actuator uses a macromolecule film whose coefficient of 
thermal expansion changes as its physical direction changes. The 
actuator moves in the direction that the film takes. In addition, a 
temperature-sensitive dye has been applied, allowing prompt color 
changes with the movement. In other words, the development of a 
chameleon-like robot with a camouflage skill is in the near future.

The team has applied and tested the technology by developing 
a biomimetic flower robot, in which the colors are expressed as 
an actual flower blooms, and a butterfly robot, which can flap its 
wings and change its color. Professor Koh Seung-hwan said, “The 
important part is that we have used a nano-wire network-based 
anisotropy macromolecule film and a temperature-sensitive dye, 
adding, “It will be applied to various soft robots, like biomimetic 
robots, camouflage robots, and artificial muscles.”

This research paper was published in the cover page of 
Advanced Functional Materials on the 8th. 

A Chameleon-like Robot

Korean Research Team Takes One 
Step Further toward Developing 
Chameleon-like Robot

A Korean research team has developed a soft actuator, which moves and changes its 
color like an actual body of an organism.

By Yoon Won-chang

77 



The 2018 Korea Christmas Fair 
& Gift Wonderland Season V 
will be held at Exhibition Hall 

1 of KINTEX from December 7 to 16 
this year.

The annual fair is Asia’s largest open 
market exhibition that marks its fifth 
anniversary this year. The organizer 
of the fair,  KINREX, added "Gift 
Wonderland" to its title this year in order 
to hold events like giving warm gifts to 
citizens.

This year 's  fair  will  consist  of 
two parts. The first part will run from 
December 7 to 9 and the second part 
from December 14 to 16. The event 
will be held in a warm indoor space so 
families and lovers will be able to enjoy 
Christmas events and exhibitions without 
shivering in cold weather.

The fair will feature a plethora of 
items, including Christmas goods (trees, 
party supplies, decorations, lighting 
devices, etc.), Christmas gifts (cosmetics, 
jewelry, aromatic products, clothes 
and miscellaneous goods), Christmas 
foods (cakes, cookies, wines, desserts, 
cheeses, turkey, etc.), interior and living 
props and home decors (furniture, 

interior accessories, tableware, bowls, 
kitchen utensils, bedding, etc.), character 
goods (products for kidults, toys, action 
figures, etc.) and Christmas culture (local 
governments, travel packages, festivals, 
etc.).

The most notable point is that the 
K-Baby and Kids Fair (KINTEX Hall 
5) will be held simultaneously with 
the Christmas Fair (KINTEX Halls 

3 and 4), so visitors can enjoy both 
events. The Seoul Dessert Fair will be 
also held, whetting people’s interest in 
famous artists’ works to be shown for the 
Christmas season.

In addition to the main events, there 
will be Christmas carol performances, 
sessions on making Christmas trees, 
and a food truck festival. Christmas tree 
villages with large Christmas trees will 
be built inside and outside the exhibition 
hall. A Santa Claus show will feature 
Santa Claus and popular entertainers.

"The Christmas Fair is the largest 
Christmas event in Korea and marks its 
fifth anniversary this year," a KINTEX 
official said. “Various events and an 
exhibition of Christmas items will give 
a lot of fun to families, including foreign 
families living in Korea, and friends and 
lovers.”

In the meantime, those who register 
online (http://www.christmasfair.co.kr/
english/) in advance will be able to enjoy 
free admission to the Christmas Fair. 

The Largest Open Market Exhibition in Asia

KINTEX to Host ‘2018 Korea Christmas 
Fair & Gift Wonderland Season V’

2017 Korea Christmas Fair held at KINTEX

By Lee Song-hoon
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The Korean boy band BTS has 
topped the US Billboard for 
the second time, rewriting 

K-Pop history.
According to the Billboard News, 

which introduced the latest chart on 
September 3, BTS’ repackage album 
“LOVE YOURSELF 結  ANSWER” 
released on August 24 was on the top of 
Billboard's main album chart, Billboard 
200. It has been three months since BTS 
topped Billboard 200 last May with 
“LOVE YOURSELF 轉 Tear.”

Billboard said, “LOVE YOURSELF 
結 ANSWER is the second top album of 
BTS after LOVE YOURSELF 轉 Tear. 
They are not only the sole K pop singers 
that won the first place on Billboard but 
also the only Korean singers with two 
top albums.”

It has been 12 years that a foreign 
language album topped Billboard 200 
since the album “Ancora,” which was 
released by Il Divo, a 4-man member 
popera group, in 2006 in Spanish, Italian 
and French. Also, it has been four years 

that a single group has won Billboard 
200 twice in a year, since the British boy 
group One Direction in 2014.

Bi l lboard  200  ranks  the  mos t 
popular albums of the week based on 
sales, including album sales, streaming 
counts, and download counts. The latest 
chart will be posted on the website on 
September 5, one day later than usual, as 
September 3 is Labor Day.

The second place on Billboard 200 
that is to be released on September 5 is 
Travis Scott's “Astroworld,” followed by 
Drake's “Scorpion” on the third place, 
Arianna Grande's “Sweetner” on the 
fourth, and Nicky Minaz's “Queen” on 
the fifth.

Meanwhile, foreign media outlets 
quickly reported the news of BTS 
topping Billboard 200.

Forbes of the U.S. commented 
regarding the repackage album LOVE 
YOURSELF 結 ANSWER winning the 
top of the Billboard's main album chart, 
"It is not only important to BTS and the 
Korean music industry but the whole pop 

music industry of the 2010s.”
Forbes said, "In particular, BTS is 

impressive in that they have succeeded 
with their new album which was released 
only three months after the previous one, 
LOVE YOURSELF 轉 TEAR.

Rolling Stone, an American popular 
music magazine, said, "BTS, the first 
K-pop group that topped Billboard 200, 
wrote a new chart history again.”

It added, “It's a non-English language 
album. It has been 12 years that a foreign 
language album topped Billboard 200 
since Il Divo, a 4-male member popera 
group.”

American news site on Korean wave, 
Soompi, said, “Many fans are wondering 
how ‘IDOL,’ the title song of the new 
album, will do on Billboard’s single 
chart, Hot 100.”

In addition, British Metro reported 
that the band's new song IDOL ranked 
21st on the UK's official singles chart, 
the highest record achieved by a Korean 
group.

The UK official chart is considered 
an influential pop chart along with the 
US Billboard. BTS ranked 42nd on the 
chart in May with "Fake Love."

BTS star ts  their  world tour  at 
Staples Center in Los Angeles, from 
September 4 to 6 and from September 8 
to 9. On September 11, “A conversation 
with BTS” will be hosted by Grammy 
Museum for BTS to meet their American 
fans.

Rewriting K-pop History

S. Korean Boy Band BTS 
Tops Billboard Chart Again

A favorable image of Korea has rapidly increased after 2018 Russia World Cup that has recently ended.

By Kim Eun-jin
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Due to Ji-Man Choi's very first walk-off home run (HR), 
the Korea Ginseng Corp.’s red ginseng is currently 

shaking the SNS.
Choi came out as the third designated hitter in the 2018 

Season Major League game with Cleveland Indians at 
Tropicana Field in St. Petersburg, Florida on September 11, and 
he led Tampa Bay to victory with the score of 6-5 by hitting a 
walk-off HR in the final inning.

The HR was Choi’s very first walk-off HR, and it helped 
the player, who has been doing well but never had a big shot, to 
shine and show his true value in the newly moved team, Tampa 
Bay.

In particular, before hitting this HR, Choi uploaded 
a picture of him eating Korea Ginseng Corp.’s red ginseng 
product Everytime with colleagues on his SNS (Instagram). As 
he became the hero of the night with the walk-off HR, the red 
ginseng became a hot potato as well, and people started leaving 
comments, like “Red ginseng is the key to the walk-off HR.”

It is already well-known that Korean baseball players in the 
US major leagues manage their health by eating red ginseng. 
Ryu Hyun-jin and Choo Shin-soo were known to enjoy red 
ginseng in the past, and it is known that Park Byeong-ho and 
Kim Hyun-su also like red ginseng. In addition, female athletes 
who play in the LPGA also enjoy red ginseng, which is one of 
the most popular Korean health supplement food that sports 
stars love. 

Health Supplement for Sports Stars

Korea Ginseng Corp.’s Red 
Ginseng Is the Secret behind  
Ji-Man Choi's Walk-off Home Run

Ji-man Choi uploaded a picture of him eating Korea Ginseng Corp.’s red ginseng 
product Everytime with colleagues on his SNS (Instagram) before hitting a home run 
at Tropicana Field in St. Petersburg, Florida on September 11.

Outbound tourists use the early check-in service at Seoul Station City Airport.

By Choi Mun-hee

If you are planning to go abroad through Incheon 
International Airport, you should know Seoul Station 

City Airport located on the second basement of Seoul Station.
Seoul Station City Airport has been operating since 

December 2010 together with AREX, a rail service linking 
Incheon International Airpot with Seoul Station via Kimpo 
International Airport. Currently, 750 people per day use the city 
airport terminal, with foreigners accounting for 60 percent.

In Seoul Station, there is Seoul City Airport Terminal which 
is operated by AREX. You can do early check-in on the day 
of your departure from Incheon International Airport. You can 
have a seat assigned for you, check-in your luggage and get 
immigration examination just like at the airport. This service is 
especially provided for those who purchased an AREX Express 
train ticket.

Operation time is from 05:20 a.m. to 19:00 p.m.
Check-in service is available for five airlines departing 

from Incheon International Airport, which are Korean Air, 
Asiana Airlines, Jeju Air, T-way Air and Eastar Jet. Check-
in closes three hours before your flight departure (in case of 
Korean Air, it is three hours and 20 minutes).

Early check-in at Seoul Station will give you much time 
to spare. Furthermore, if you finish checking in from Seoul 
Station, you can use the designated immigration gate at 
Incheon International Airport. This service is very convenient.

Lee Jeong min, director of AREX, says, “We hope you can 
reduce your waiting time by finishing check-in from Seoul 
Station and enjoy the rest of your vacation with your family.” 

City Airport at Seoul Station

Airport Terminal at Seoul 
Station Provides Convenient 
Early Check-in Service
By Choi Mun-hee
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