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Since the collapse of the second US-North 
Korean summit talks in Hanoi, Vietnam, uncertain-
ties have been growing on the Korean peninsula.

Both South and North Korea are embarrassed by the collapse of the Hanoi 
Summit where the United States wanted to make a package deal and North 
Korea stuck to a staged approach. Because South and North Korea were 
expecting an agreement at the minimum level, neither expected the breakdown 
of the negotiations. 

As U.S. President Donald Trump ordered the withdrawal of additional 
sanctions against North Korea, which were proposed by the US Treasury 
Department after the summit collapse, the United States and North Korea 
avoided a head-on collision. However, there has been still no change in the 
difference among positions of Washington and Pyongyang, putting Seoul, 
which has set up as an arbitrator between them, at a loss.  

While Washington is urging Seoul to persuade Pyongyang to denuclearize, the 
communist regime is pressing Seoul to persuade Washington to ease its hard-line 
stance towards itself. If South Korean President Moon Jae-in takes a hard-line 
stance toward North Korea as urged by the United States, North Korea may leave 
the table for denuclearization negotiations as shown in North Korea’s recent with-
drawal from South-North Korea Liaison Office in Gaeseong in North Korea. On 
the other hand, if President Moon tries to persuade Washington according to the 
pressure from Pyongyang, it may undermine the South Korea-US alliance, far 
from softening Washington’s hard-line position. President Moon is caught in a real 
dilemma. In particular, there is not a little discord between Seoul and Washington 
over the issue of the complete denuclearization of North Korea.

Accordingly, what is needed most is that two Koreas and the United States 
should agree on a basic concept of denuclearization. The United States has 
demanded the complete denuclearization of North Korea, but North Korea 
has targeted the withdrawal of strategic military assets which can bomb the 
Korean peninsula with nukes from Guam and Hawaii and the withdrawal of 
the U.S. Forces capable of launching a nuclear attack from South Korea.  

Those in the know are concerned over a rift in the South Korea-US alli-
ance and even the United States worries about the Moon Jae-in government’s 
recognition of the South Korea-US alliance, but the Moon Jae-in regime is 
misleading the Korean people, saying that there is no problem in the South 
Korea-US alliance amid North Korea’s fueling the breakdown of the South 
Korea-US alliance.

The longer distance the Moon Jae-in administration keeps from the United 
States, the more distant the denuclearization of North Korea will become and 
ultimately the bigger the possibility of a military conflict on the Korean peninsula 
will become. As South Korea and the United States have become more divided 
on their relationships with China and 
North Korea, the relationship between 
Seoul and Washington is getting worse. 
There is a growing concern among 
Koreans over the final destination of 
the development of this situation.
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The SK Group has been recent-
ly making a very rapid and 
aggressive move to secure the 

competitiveness in the EV battery sec-
tor. With the move, the business group 
is expanding its presence in the global 
market, in particular, US, Chinese, and 
European markets.  

In November last year, SK Innova-
tion, the arm of SK Group’s battery busi-
ness, acquired a whole stake in China’s 
Lingbao Wason Copper Foil Co., which 
produces copper foil, a key part of sec-
ondary batteries, for 271.10 billion 
won (US$239.17 million) and raised its 
stake in Beijing BESK Technology Co. 
(BESK), an electric vehicle (EV) battery 
producer, which was jointly established 
with China’s state-run Beijing Electronic 
and Beijing Automotive Industry Hold-
ings. SK Innovation also announced 
its plans to invest 400 billion won 
(US$353.83 million) and build a lithium-
ion battery separator (LiBS) and ceramic 
coated separator (CCS) production fac-
tory in Changzhou, China, in October 
last year.

In addition, the company plans to 
build a 9.8 gigawatte hours (GWh) electric 
vehicle (EV) battery plant at Commerce, 
Jackson County, Georgia in the United 
States, which will be built with an invest-
ment of US$1 billion (1.13 trillion won). 

SK Innovation also announced 
its plans to invest 945.20 billion won 
(US$833.88 million) to construct its sec-
ond battery production facility in Hun-
gary last month, targeting the European 
market. in addition, the company will 
invest 430 billion won (US$378 million) 
in Poland to build a Li-ion battery sep-
arator (LiBS) plant which will be built 
on a site of 340 million square meters in 
Wojewodztwo Slaskie in Poland. It is as 
large as SK Innovation’s plant in Chang-
zhou, China. The company will break 
ground for the plant in the third quarter 
of this year and start mass production at 
the company in the third quarter of 2021.

Notably, SK Group is making various 
attempts to strengthen its battery com-
petiveness by spinning off the material 
business unit, tentatively named SK IE 
Materials, which is in charge of material 

SK Group Accelerating  
EV Battery Business

business, including lithium-ion battery 
separator (LiBS).

Under the circumstances, SK Innova-
tion held a groundbreaking ceremony for 
an electric vehicle (EV) battery plant at 
Commerce, Jackson County, Georgia in the 
United States on March 19 (local time).

The plant represents SK Innova-
tion’s first direct investment in the Unit-
ed States and is expected to provide the 
company with a bridgehead to the U.S. 
market, one of the biggest battlegrounds 
in the world electric car market.

The groundbreaking ceremony was 
held with the attendance of about 200 
people including U.S. Commerce Secre-
tary Wilbur Ross and Governor of Gero-
gia Brian Kemp, SK Group executive 
vice chairman Chey Jae-won, and Kim 
Joon, president of SK Innovation.

This plant will be built based on SK 
Innovation's strategy of winning orders 
first and expanding production facilities 
later. After winning long-term EV battery 
supply contracts with global automakers, 
the company secured land of 1.2 million 
square meters in Commerce City and 
started basic construction work such as 
land leveling work in February.

SK Innovation plans to invest a total 
of US$1 billion in the project through 
its local subsidiary SK Battery America. 
The plant will be completed in the sec-
ond half of 2021 and will start mass pro-
duction in early 2022. When the plant is 
completed, its annual production capac-
ity will be more than double the 4.7 
GWh of SK Innovation’s plant in Seo-
san, Korea. By 2025, the company will 
invest US$1.67 billion in total to expand 
the U.S. plant.

Moreover, SK Innovation is con-
sidering expanding mid- to long-term 
investments in anticipation of an increase 
in orders. Through these investments, the 
company aims to become a global EV 
battery giant by securing a production 
capacity of 60 GWh per year by 2022.

Located in the southeastern part of 
the United States, Georgia is growing 
fast as a manufacturing mecca. The state 
is also home to not only Lockheed Mar-
tin and other leading companies of the 
United States but Tata Group of India. 

SK Innovation, the arm of SK Group’s battery business, plans to build a 9.8 gigawatte hours (GWh) electric 
vehicle (EV) battery plant at Jackson County, Georgia with an investment of US$1 billion (1.13 trillion won).

By Michael Herh
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In particular, as global automakers such 
as Volkswagen, BMW, Daimler, Volvo, 
Hyundai and Kia are located in the 
southeastern region of the United States, 
Georgia is considered the best location in 
terms of future growth potential.

Betting a Huge Money on  
U.S. EV Battery Developers

Recently, SK Group made an invest-
ment in a U.S. electric vehicle (EV) bat-
tery developer to strengthen a competi-
tive edge in technology. As the group 
announced to invest more than 2 trillion 
won (US$1.76 billion) in EV battery 
business alone over the last six months, it 
is said to be accelerating its move to seek 
for “post semiconductor” business.

SK holdings C&C invested 28.70 bil-
lion won (US$25.32 million) in SolidEn-
ergy Systems Corp. and secured a 13.1 
percent stake in the U.S. firm at the end 
of last year. SolidEnergy Systems is cur-
rently developing an ultralight battery for 
aerospace products and it is planning to 
introduce “Apollo,” a battery which has 
two times higher battery cell capacity 
than the existing one and is about the size 
of half, next year.

In particular, SolidEnergy Systems 
has the lithium-ion battery production 
technology using lithium metal foils in 
addition to technologies related to lithi-
um-metal batteries which have doubled 
in performance compared to existing lith-
ium-ion batteries.

With the latest acquisition of the 
stake in SolidEnergy Systems, SK Group 
has shown its will to focus more on 
improving technologies related to batter-
ies. In fact, SK Innovation Co. signed a 
memorandum of understanding (MOU) 
with U.S. battery technology developer 
PolyPlus Battery Co. to jointly develop a 
lithium metal battery earlier this year. 

Pushing Hard to Penetrate 
Chinese EV Battery Market

SK Innovation also raised its stake in 
Beijing BESK Technology Co. (BESK) 
in China from 40 percent to 49 percent. 
The company set up the joint venture 

company in 2013 with an investment of 
1 billion yuan (US$148.86 million or 
168.29 billion won) but it halted opera-
tion of the EV battery packing plant in 
2017 due to a drop in orders in the wake 
of Beijing's discriminatory subsidy pol-
icy against non-Chinese manufacturers. 
However, SK Innovation has been seek-
ing to penetrate the Chinese domestic 
market at a faster pace after it announced 
its plans to build a 7.5 GW EV battery 
plant in Changzhou, China, in August 
last year.

SK Innovation participated in the 
paid-in capital increase of BESK and 
increased its stake in the firm to 49 percent 
at the third quarter of last year. In March 
this year, the company invested a total of 
114.60 billion won (US$101.37 million) to 
secure an additional stake in BESK, while 
reducing its stake in a special purpose 
company (SPC) which was founded by 
Beijing Electronic and Beijing Automotive 
Industry to set up BESK from 60 percent 
to 51 percent. The Chinese SPC still has 
the management rights of BESK but SK 
Innovation is expected to have a bigger 
say in the firm in the future.

SK Innovation secured the addition-
al stake in BESK because of the estab-
lishment of BEST, a battery production 
subsidiary set up by BESK in August 
last year. BEST is constructing a plant 
capable of producing 7.5 gigwatt-hours 
of EV batteries in Changzhou, Jiangsu 

Province, and construction is scheduled 
for completion in 2020. The two com-
panies will jointly invest 5 billion yuan 
(US$744.32 million or 841.45 billion 
won) for construction and operation 
of the Changzhou factory until 2020. 
As BESK owns a 100 percent stake in 
BEST, SK Innovation needed to expand 
its voting rights through the capital 
increase in order to have more say in bat-
tery production.

SK Innovation’s plan to expand its 
presence in the Chinese battery market 
has been indeed gaining momentum 
from the third quarter of last year when 
the company raised its stake in BESK. 
The company announced its plans to 
invest 400 billion won (US$353.83 mil-
lion) and build a lithium-ion battery 
separator (LiBS) and ceramic coated 
separator (CCS) production factory in 
Changzhou, China, in October last year. 
SK holdings C&C, the holding company 
of SK Innovation, invested 270 billion 
won (US$238.83 million) to acquire its 
stake in China’s Lingbao Wason Copper 
Foil Co., which produces copper foil, a 
major part of EV batteries, in Novem-
ber last year, accelerating its inroads into 
the Chinese market at the group level. 
In particular, SK Innovation and other 
South Korean battery producers will 
have a better opportunity as the Chinese 
government will scrap the discriminatory 
EV battery subsidy policy in 2021. 

SK Innovation is stepping up efforts to penetrate the huge Chinese electric vehicle battery market.
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T he Incheon Metropolitan City 
is one of the most dynamic 

cities in Korea. In 2017, its popula-
tion surpassed 3 million and its gross 
regional domestic product (GDRP) 
ranked second among the nation's 
seven special and metropolitan cit-
ies. It beat Busan, the nation's second 
biggest city with a population of 3.5 
million, for the first time. Mayor Park 
Nam-choon is determined to keep 
up the city's growth momentum and 
ensure that its economic growth con-
North Gyeongsang Province is one 
of the most dynamic regions in South 
Korea. The province’s gross regional 
domestic product (GRDP) recorded 
103 trillion won (US$91.2 billion) 
in 2017, the fifth largest among local 
governments in Korea. The province 
has a strong industrial base, especially 
in the IT, electronics, auto parts, metal 
and biotech industries, and ranks high 
among local governments in terms of 
future industry growth potential. Gov. 
Lee Cheol-woo, who was a mem-
ber of the National Assembly before 
being elected as governor in June last 
year, has been busy attracting domes-
tic and foreign investment to upgrade 
the province’s industries and meet the 
challenges of the Fourth Industrial 
Revolution. In a recent interview with 
BusinessKorea, Lee outlined how he 

would revitalize the province’s econ-
omy, create jobs, foster high-tech 
industries, and promote tourism and 
agriculture. The following are excerpts 
from the interview. - Ed.

North Gyeongsang Province is mak-
ing a lot of efforts to attract overseas 
investment, including your visit to CES 
2019 earlier this year. What is the prov-
ince’s comparative advantage as an 
investment destination?

The province is trying to attract com-
panies for job creation. A special commit-
tee was organized for more systematic 
investment attraction immediately after 
I took office. In addition, we are looking 
into U.S. local governments’ policies for 
investment attraction and job creation.

Any company wishing to invest in 
the province can benefit from a roadmap 
for systematic support, land-related sup-
port, employment-related subsidies and 
residential assistance for employees. We 
are building an all-in-one support model 
for investors.

What is the province’s recent invest-
ment attraction result and what are the 
fields it is concentrating on this year?

As I mentioned, investment attrac-
tion leads to job creation, which, in turn, 
leads to more young people in the region 
and solutions to the problem of low birth 
rate. This is why the province is focusing 

on corporate investment attraction.
North Gyeongsang Province signed 

744 MOUs, worth 6,253.9 billion won 
(US$5.51 billion) in 2018 alone. Many 
of the MOUs were signed with compa-
nies in the fields of Industry 4.0, such as 
LG Innotek, SK Bioscience and Ecopro. 
These days, an increasing number of 
companies are expressing their interest 
in the province and its tailored incentives 
provided via the special committee.

North Gyeongsang Province has a 
strong industrial base, yet it needs to 
grow new industries in the era of the 
Fourth Industrial Revolution. What is 
your strategy to that end?

The province is trying to change 
the paradigm of manufacturing to bet-
ter respond to the new industrial revo-
lution. The Smart Factory 1,000 project 
has been launched in this regard so that 
manufacturing processes can be innovat-
ed and refined based on artificial intel-
ligence, enhancing manufacturing pro-
ductivity and reducing the ratio of faulty 
products. Also, we are investing in R&D 
on artificial intelligence and setting up 
a blockchain center in cooperation with 
POSTECH for blockchain ecosystem 
creation in the region.

Agriculture and fisheries should be 
better fostered in the same context, too. 
We attracted a smart farm innovation 

Interview with Gov. Lee Cheol-woo

North Gyeongsang 
Province: Changing 
Manufacturing Paradigm  
to Meet Challenges of  
4th Industrial Revolution
By Lee Song-hoon

North Gyeongsang Province Gov. Lee Cheol-woo
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valley in Sangju in August last year and 
it will become a linchpin of smart farm 
technology development for an increase 
in farming household income, assist-
ing with new young farmers’ settlement. 
When it comes to fisheries, we are cur-
rently testing smart fish farms character-
ized by ICT-based environment moni-
toring and animal disease control. North 
Gyeongsang Province is responding to 
the Fourth Industrial Revolution by stim-
ulating innovation in the manufacturing 
and agro-fishery sectors.

The province, which is home to a lot 
of tourist attractions, is planning to set 
up a new public corporation for cultural 
tourism promotion. What will be the role 
of the corporation?

The existing Gyeongsangbuk-do 
Tourism Corporation will be turned into 
a new corporation so that the province’s 
competitiveness in cultural tourism can 
be bettered utilized for regional econom-
ic stimulation. The new agency will be 
engaged in expanded marketing and sales 
activities both at home and abroad while 
working on tourism programs and prod-
ucts reflecting the latest trends.

Specifically, the spectrum of cultural 
tourism will be widened so that the prov-
ince’s various ecological resources can 
be better utilized in the form of farming 
experience, forest experience, leisure 
sports, and so on.

Agriculture represents a large por-
tion of the province’s overall industrial 
activities. What policy does it have for 
agricultural development?

North Gyeongsang Province is sec-
ond to none in South Korea in terms of 
the numbers of farming households and 
farming population. In addition, it has 
ranked first for 14 years in a row in the 
number of those returning from cities to 
become farmers. Agriculture is the very 
foundation of our provincial administra-
tion and what the province can do best.

We are seeking new opportunities in 
the industry from the younger genera-
tion, logistics innovation, high technol-
ogy, and integration between the primary, 
secondary and tertiary industries. In this 

vein, the Gyeongbuk Farmers Acad-
emy will be expanded into an agency 
in charge of agrifood logistics training, 
which will work on logistics and market-
ing plans, simplify product distribution 
channels and contribute to logistics cost 
reduction for a higher level of logistics 
efficiency.

At the same time, various measures 
will be implemented for sustainable 
agricultural growth in the region. The 
examples include profit sharing based on 
senior farmers’ land leased to younger 
farmers with less foundation.

You have stressed the importance 
of decentralization of power as a way 
of revitalizing non-capital regions. How 
should it be carried out?

When I was a lawmaker, I served as a 
co-chair of the National Assembly forum 
for the purpose. All the way since then, I 
have been convinced that a country can 
prosper when its regions thrive. Decen-
tralization of power is the key to the 
prosperity of South Korea as seen in the 
case of France, Switzerland, and so on.

It cannot be denied that the federal 
system-level decentralization promised 
by President Moon Jae-in is unlikely to 
take root in the near future. Still, at the 
6th Korea Local Autonomy Expo held 
in Gyeongju in October last year, the 
president promised to proceed with the 
balanced national growth and decen-

tralization that require no constitutional 
amendment and listen more to the voices 
of local governments during the course 
on the basis of regular meetings between 
the central and local governments. What 
matters is direction rather than speed. I 
believe decentralization will be around 
us soon if preparations are made well for 
reflection of opinions of regional resi-
dents.

What would you like to say to the 
people in the province?

The provincial government’s admin-
istrative keywords for this year are prag-
matism, communication and future. We 
will slim down by stopping unnecessary 
projects and will become more commu-
nication-oriented so that our policies can 
make an even more practical contribution 
to their everyday living.

Also, new and creative projects will 
open the future of the province. The 
examples will include Good Neigh-
bor Communities and Urban Youth in 
Countryside as well as the land lease 
for younger farmers. The province will 
become a whole new community this 
year based on such efforts for change and 
innovation.

Our goal can be achieved only when 
the people in the province join togeth-
er. On behalf of all civil servants in the 
region, I ask them to join together in cre-
ating new North Gyeongsang Province. 

North Gyeongsang Province Governor Lee Cheol-woo (fourth from left) poses with Bob Thompson (fifth from 
left), head of ultrasound at Siemens Healthineers, after signing a memorandum of understating on bilateral 
cooperation in ultrasound diagnostic equipment.  
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L ee Sung-man is president of 
Songdo American Town. 

Lee's company, created by Incheon 
Free Economic Zone Authority, has 
been engaged in creating the Songdo 
American Town, a large-scale com-
plex for Korean-Americans who want 
to come back and settle in Korea. The 
first phase of the project was com-
pleted in October last, with 830 units 
of apartment, 125 units of "officetel" 
or a studio apartment, and 113 stores 
all sold out. Encouraged by this suc-
cess, Lee's company is now promoting 
the second phase of the project, which 
consists of 498 units of apartment. 674 
units of officetel and about 20,000 
square meters of commerical facilities. 
Lee is confident that the second stage 
will also succeed as he has confirmed 
increased interest in it among real 
estate agents in the United States. The 

following are excerpts from a recent 
interview with Lee. -- Ed.

Would you explain what the Songdo 
American Town project is all about?

The official name of the project is the 
Songdo Korean American Village Devel-
opment project, which is designed to pro-
vide a large-scale settlement space for 
Korean-Americans who want to return 
to their fatherland. This project will cre-
ate an opportunity for Korean-Americans 
to create a new culture in their father-
land and contribute to Korea’s economic 
development.

What is the purpose of creating a 
private residential complex for Koreans 
who lived abroad in Songdo?

A: Koreans’ immigration to the 
United States started when 102 Korean 
migrant workers left Jemulpo Harbor in 
Incheon in 1903 on the first immigration 
merchant ship Gallic to work at sugar 
cane farms on Hawaii. They achieved 
their American dreams as a minority after 
overcoming all kinds of adversity and 
hardship in the land of opportunity. Now, 
112 years later, they are coming back in 
glory to Songdo, Incheon. This project 
is aimed at honoring Korean-American 
immigration history through the creation 
of a Korean-American town and creating 
a settlement complex for them in Korea.

Would you please tell us the charac-
teristics of this complex?

A: The Songdo American Town 
Complex is very well located. The 
place is close to Campus Town Station 
of Incheon Subway Line 1. From the 
complex, it takes about 30 minutes to 

go to Incheon International Airport and 
about one hour to the Gangnam area in 
Seoul via the 1st, 2nd, and 3rd Seoul-
Incheon Expressway and the Incheon 
Gimpo Expressway (2nd Outer Circula-
tion Expressway). The recent opening of 
the First Songdo Bridge has reduced the 
travel time to Seoul and other areas.

In addition, the Songdo American 
Town Complex is close to Canal Walk, 
Hyundai Premium Outlet, Homeplus, 
Costco and Triple Street that accommo-
dates movie theaters. Lotte Mall Songdo 
and Shinsegae compound shopping mall 
are also being built near the complex. 
The place has an excellent educational 
environment. It is close to the State Uni-
versity of New York, George Mason Uni-
versity, Kent University, the University 
of Utah, and the New York Fashion Insti-
tute (FIT) on the Incheon Global Campus 
and Chadwick International School.

What was the response from over-
seas residents during the recent explan-
atory sessions in three cities in the Unit-
ed States?

An Interview with Lee Sung-man, president of Songdo American Town

Songdo American Town Helps  
Korean-Americans Move back and  
Settle in Korea
By Michael Herh

Lee Sung-man, president of Songdo American Town

A bird's-eye view of the second-phase Songdo 
American Town
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The explanatory sessions were a 
big success. The sessions drew 40 real 
estate agents from New York, 120 from 
Los Angeles and 50 from San Francisco. 
They got attention from local media and 
broadcasting stations and were reported 
11 times by internet media outlets and 
eight times by newspapers and TV. In 
addition, new agents accounted for about 
50 percent of the participants, showing 
that the second-phase project received 
much attention from real estate agents.

Would you tell us how the project is 
going now?

The first phase of the project has 
been successfully sold out. We began 
to make sales contracts in June 2013. 
We held a completion ceremony and an 
opening ceremony in October 2018. In 
addition, we have established the Settle-
ment Support Department to steadily run 
settlement programs for residents. The 
second phase was approved by the Land-
scape Deliberation Committee of the 
Incheon Free Economic Zone Authority 
in September 2018. The U.S. explanatory 
sessions were successfully held in March 
2019.

What contributed to the success of 
the first phase?

At the beginning of the project, we 
went through a lot of difficulties due to 
a slump in the Korean real estate mar-
ket. But support from the Incheon Met-
ropolitan Government and Incheon Free 

Economic Zone Authority helped us put 
the project back on track. I also think 
that many overseas Koreans’ longing and 
aspirations to return to their motherland 
were the most important factor that made 
the first phase of the project successful.

The second phase of the project has 
started. What are your expectations?

The success of the first phase has 
been fueling Korean-Americans’ inter-
est in the second phase. It is well known 
that Songdo American Town is an envi-
ronment optimized for overseas Kore-
ans’ settlement in Korea. We expect the 
second phase to achieve a great success 
as its location is even better than the first 
phase complex.

How are you going to carry out mar-
keting campaigns for the second phase?

This whole project is carried out by 
a special purpose corporation that was 
created with 100 percent investment by 
the Incheon Investment Fund, which 
was in turn established by Incheon Free 
Economic Zone Authority. This project 
is promoted for the purpose of provid-
ing convenient and comfortable residen-
tial space for overseas Koreans. We will 
provide residential support programs for 
residents of a 70-story apartment build-
ing, which will become one of Songdo's 
landmarks. We will emphasize that the 
complex is the best place for overseas 
Koreans to adapt to life in Korea.

The ultimate success of the project 
lies in whether residents adapt well to 
Korean society emotionally and cultur-
ally and live without feeling any sense 
of alienation. What programs are you 
preparing for their adaptation?

I think that the biggest goal of this 
development project is to ensure that 
overseas Koreans settle in their father-
land stably. Overseas Koreans are most 
concerned about emotional and cultural 
differences when they return to Korea 
after finishing their long overseas life. 
In January of this year, we launched 
the Settlement Support Department and 
expanded culture and experience pro-
grams and are preparing measures to 

operate settlement support facilities. 
Many of the agents who attended the 
explanatory sessions on the second phase 
in the United States showed great interest 
in the "Songdo American Town First Full 
Moon Day Festival" held in February. 
We will identify the needs of residents by 
conducting surveys on them and improve 
Songdo American Town through contin-
uous communication with them.

Do you have any words to say to the 
Incheon Metropolitan Government or the 
central government?

We would like to ask for contin-
ued interest and support from Incheon 
City and Incheon Free Economic Zone 
Authority which actively made efforts 
for the establishment of the housing 
complex at the beginning of the project.

In the case of houses for foreign-
ers, it is possible to pre-sell them as the 
government takes into consideration the 
difficulties in selling them in overseas 
markets. However, in the case of non-
residential facilities (office buildings, 
neighborhood shops, hotels among oth-
ers) located in the same residential com-
plex, it is impossible to pre-sell them as 
they are subject to the Act on the Sale of 
Buildings. Therefore, there are difficul-
ties in attracting foreign. An institutional 
improvement is needed to promote for-
eign investment attraction in free eco-
nomic zones. I would like to ask for the 
central government’s cooperation for the 
promotion of housing complexes for for-
eign residents in Korea. 

Lee Sung-man (right), president of Songdo 
American Town, pose for a photo after signing an 
agreement with real estate agents in the United 
States.

A bird's-eye view of the second-phase Songdo 
American Town
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Korea's Economic Inequality Level Among the Worst in the World

S. Korea’s Income Polarization 
Deepens, Solidifying  
Winner-take-all Economy
By Jung Suk-yee

South Korea's income polarization and economic inequality level is among the worst in the world.

Th e  B a n k  o f  K o r e a 
announced on March 5 

that South Korea’s GNI per cap-
ita increased by 5.4 percent to 
US$31,349 in 2018, breaking the 
US$30,000 mark for the first time.

South Korea’s GNI per cap-
ita broke the US$20,000 mark in 
2006, when it reached US$20,795. 
In other words, it took 12 years 
for South Korea to raise its GNI 
per capita from US$20,000 to 
US$30,000. Japan and Germany 
did so in five years and the United 
States and Australia did so in nine 
years. The relatively longer period 
is attributable to financial crises.

In the meantime, South Korea 
posted a real GDP growth of 2.7 
percent in 2018. For reference, the 
rate of growth was 3.1 percent in 
2017.

South Korea’s nominal GDP 
totaled 1,782.3 trillion won last 
year, up 3 percent from a year ear-
lier. This is a 20-year low since the 
financial crisis of 1998, when its 
nominal GDP fell 1.1 percent. This 
can be attributed to deterioration of 
trade conditions resulting from a 
rise in oil prices. 

South Korea’s GNI per capita broke the 
US$30,000 mark for the first time in 2018.

Per Capita GNI Reaches 
US$31,349 

South Korea’s GNI 
Per Capita Tops 
US$30,000 in 2018

The level of income polariza-
tion and economic inequality 
in South Korea is among the 

worst in the world. The middle class has 
crumbled over the last 20 years since the 
1997-98 Asian Financial Crisis, known 
in South Korea as the “IMF Crisis,” and 
there has been a growing gap between the 
haves and the have-nots, leading to the 
“winner-take-all economy.”

South Korea’s P90/P10 index, the 
ratio of the disposable income of the top 
10 percent with that of the bottom 10 per-
cent, has increased from 5.73 in 2016 to 
5.78 in 2017, according to the result of a 
recent survey on household finance and 
welfare conducted by Statistics Korea, 
the Financial Supervisory Service and the 
Bank of Korea.

The P90/P10 is a key indicator that 
measures the income inequality of the 
OECD countries. The higher the number, 
the more serious the income inequality is. 
As of 2016, South Korea ranked high in 
terms of income inequality, following the 
United States with 6.3 and Lithuania with 

5.8 as of 2016.
In particular, South Korea is one 

of the countries with fastest widening 
income gap. The concentration of income 
in the top 10 percent of the South Korean 
population aged over 20 has grown by 
8.3 percent points from 35 percent in 
1996 to 43.3 percent in 2016.The growth 
is the second highest after Ireland with 9 
percent points, which ranks first among 
OECD countries that have unveiled the 
index of income concentration.

The income concentration of the top 
1 percent has also risen from 7.8 percent 
in 1996 to 12.2 percent in 2016. South 
Korea has shown the same growth with 
Ireland with 4.4 percent points.

The Gini coefficient, another com-
monly used measurement of income 
inequality, shows a similar result. Based 
on disposable income, South Korea has 
recorded 0.355 in 2016 with a down-
ward for the first time in five years and 
maintained the same level in 2017. A 
Gini coefficient of zero expresses perfect 
income equality, while a Gini coefficient 

By Jung Suk-yee
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The South Korean government 
is highly likely to draw up an 
“ultra-supersized budget” that 

surpasses 500 trillion won (US$440.92 
billion) for the first time next year.

The guidelines for the 2020 state bud-
get and fund operation plan, which was 
announced on March 26, calls on the 
government to play an active fiscal role. 
When this plan is realized, the govern-
ment will have an expansionary budget 
for two years in a row since its inaugura-
tion. The government plans to determine 
the exact amount of the budget after con-
firming this year’s tax revenues.

Under the government’s fiscal plan 
for 2018 to 2020, which was disclosed 
last year, next year’s spending is expected 
to exceed 504 trillion won (US$444.44 
billion) if spending for 2020 is increased 
by 7.3 percent as planned.

The government’s budget surpassed 400 
trillion won (US$352.73 billion) in 2017. 
It shows a faster growth than 4 percent to 
5 percent of the real economic growth rate, 
which takes into account inflation and eco-
nomic growth rate. As it is a fait accompli 
that the government will draw up an extra 
budget for fine dust in the first half of this 
year, there is growing concern that it will 
put a heavier tax burden on the people and 
can lead to weaker financial stability.

The government approved the guide-
lines for the 2020 state budget and fund 
operation plan at the Cabinet meeting on 
March 26. Under the plan, it will play 
an active fiscal role focusing on proper 
response to the economy, redistribution 
of income and innovative growth.

The expansionary fiscal policy 
seems to continue throughout the pres-
ent government. Under the fiscal plan for 
2018-2020 revealed last year, next year’s 
spending stands at 504.60 trillion won 
($444.97 billion),up 7.3 percent from this 

year’s record budget of 469.6 trillion won. 
The figure for 2021 is forecast to increase 
6.2 percent on-year to 525.90 trillion won 
(US$463.76 billion), while that for 2022 
will grow 5.9 percent to 567.60 trillion 
won (US$500.53 billion).

The government’s budget exceeded 
100 trillion won (US$88.18 billion) in 2001 
during the Kim Dae-jung administration 
for the first time. Since then, the figure sur-
passed 200 trillion won (US$176.37 bil-
lion) in 2005, 300 trillion won (US$264.55 
billion) in 2011 and 400 trillion won 
(US$352.73 billion) in 2017. It will exceed 
500 trillion won (US$440.92 billion) next 
year in just three years after it surpassed 
400 trillion won (US$352.73 billion).

With a rapid rise in fiscal spending, 
the burden on the people will grow as 
well. The ratiooftaxationagainstgrossdo-
mesticproduct (GDP) reached 20.28 per-
cent last year. It was the first time that 
the tax burden ratio exceeded 20 percent. 
The government announced that it would 
maintain the tax burden ratio at little over 
20 percent in the future but the tax burden 
on the people will increase further consid-
ering the pace of budget growth.

It also raises concerns over the nation’s 
financial stability. The government expects 
to see its tax revenues increase 60 trillion 
won (US$52.91 billion) over the next five 
years. However, tax revenues are expected to 
decrease because of the drop in corporate tax 
revenues from the weak domestic demand. 

Laying Heavier Burdens on People

S. Korea’s Budget Likely to 
Surpass 500 Tril. Won in 2020
By Jung Suk-yee

of 1 expresses maximal inequality. 
Surpassing 0.4 represents income 
inequality.The Gini coefficient 
places South Korea as the fifth-
worst country based on income 
gap among OECD countries, com-
ing after Mexico with 0.459 in 
2014, Chile with 0.454 in 2015, 
Turkey with 0.404 in 2015 and the 
United States with 0.391 in 2016.

South Korea’s Gini coefficient 
of households with two members 
or more in cities has been rapid-
lydeteriorated since the Asian 
Financial Crisis in 1997. The fig-
ure jumped from 0.257 in 1997 to 
0.285 in 1998 and 0.288 in 1999. 
It has been maintaining at a high 
level after peaking at 0.295 in 
2009 right after the global finan-
cial crisis.

Sou th  Korea ’s  dec i l e  o f 
income distribution which divides 
the average income of the top 20 
percent income-bracket by that of 
the bottom 20 percent, has also 
expanded from 6.98 in 2016 to 7 
in 2017. It means that the top 20 
percent of South Koreans earn 7 
times more than the lowest 20 per-
cent and the income inequality is 
getting worse.

The problem of income dis-
tribution has continued even after 
South Korean president Moon 
Jae-in came to office.A household 
survey conducted by the Statistics 
Korea in the fourth quarter of last 
year shows that the top 20 percent 
of South Koreans earn 5.47 times 
more than the lowest 20 percent, 
which is one of the worst income 
gaps that the country has experi-
enced since 2003.

In his New Year’s speech, 
Moon said, “We still have many 
people who have the rigor of 
lifedespite a remarkable national 
economic growth because the ben-
efits from the economic growth 
that we have achieved together are 
concentrated on a small number of 
upper class and big companies and 
they have not shared equally.” 

The government's budget for 2020 is highly likely to 
surpasses 500 trillion won (US$440.92 billion) for the 
first time.
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With external uncertainties growing, the proportion 
of short-term foreign debt in Korea’s foreign lia-
bilities has reached its highest level in six years. 

However, the debt level is not high in consideration of its small 
absolute amount and Korea’s large foreign exchange reserves.

According to Korea’s international investment position in 
2018 released by the Bank of Korea on Feb. 27, Korea’s bal-
ance of external financial assets stood at US$1,520.5 billion at 
the end of 2018, up by US$58.9 billion from a year ago. The 
balance of foreigners' investment in Korea (financial liabilities) 
was US$1,107.5 billion, down by US$92.4 billion. Korea’s 
external assets increased, while debt decreased, with the nation’s 
net foreign financial assets growing to US$413 billion, up 
US$151.3 billion in one year.

"Samsung Electronics’ acquisition of Harman and SK 
Hynix’ acquisition of a stake in Toshiba boosted Korea’s for-
eign financial assets," a BOK official said. “Foreign financial 
liabilities include domestic stocks owned by foreigners. A drop 
in domestic stock prices and the value of the Korean won led to 
a cut in financial debt last year."

Korea’s foreign credits, excluding stocks, grew by 

US$30.7 billion to US$908.1 billion, while foreign debt rose 
by US$28.6 billion to US$440.6 billion. Net foreign credit, a 
difference between money to receive from foreign countries 
(foreign credit) and money to pay back to foreign countries 
(foreign liabilities) amounted to US$467.5 billion, an all-time 
high. Short-term foreign debt with a maturity of less than one 
year jumped by US$9 billion to US$577.6 billion from the end 
of last year.

The ratio of short-term foreign debt, which refers to the 
short-term foreign debt divided by reserve assets, stood at 31.4 
percent, the highest since 32 percent in 2014. The proportion of 
short-term foreign debt in total foreign liabilities stayed at 28.7 
percent, the highest since 31.3 percent in 2012. "Countries with 
key currencies have higher short-term foreign debt ratios than 
Korea because their reserve assets are small," a BOK official 
said. "China and Turkey, which are not countries with key cur-
rencies, have short-term foreign debt ratios of 31.9 percent and 
110 percent, higher than that of Korea.”

"Korea’s percentage and ratio of short-term foreign debt all 
rose but still stands around 30 percent, a stable level,” said an 
official at the Ministry of Strategy and Finance. 

Still at a Stable Level

Korea's Short-Term Foreign Debt 
Reaches 6-Year High
By Jung Suk-yee

Korea’s short-term foreign debt has reached its highest level in six years.
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South Korea’s exports totaled 
US$39.56 billion last month, 
down 11.1 percent from a year 

ago, the Ministry of Trade, Industry and 
Energy announced on March 1.

For reference, exports fell 1.3 percent  
and 5.8 percent year on year in Decem-
ber 2018 and January 2019, respective-
ly. This is the first time since July 2016 
that South Korea’s exports fell for three 
months in a row.

South Korea’s semiconductor exports 
reached US$6,773 million with a year-
on-year decline of 24.8 percent last 
month. This has to do with the continu-
ous decline in chip price that started last 
year, which can be attributed to a delay 
in global IT giants’ investment in data 
centers. The average contract price of 8 
Gb DDR4 chips dropped from US$9.3 
to US$5.9 between February 2018 and 
last month. Likewise, the price of 128 Gb 
NAND flash chips fell 25.2 percent to 
US$5.

The export unit price of petroleum 
products fell, too. Although international 
oil prices rose, the export unit price could 
not rise due to an increase in supply 
from the United States. South Korea’s 
petroleum product exports added up to 
US$2,855 million last month, down 14 
percent from a year ago. Its petrochemi-
cal exports fell 14.3 percent to US$3,487 
million as well. Its ship, wireless com-
munications equipment and display 
exports decreased by 46.5 percent, 15.3 
percent and 11 percent, respectively.

On the other hand, Korea’s automo-
bile exports rose 2.7 percent to US$2,882 
million. General machinery and steel 
exports increased by 2.7 percent and 1.3 
percent, respectively. Exports from South 
Korea to China dropped for the fourth 
consecutive month, with a decline of 
17.4 percent, due to the ongoing slow-
down of the Chinese economy.

The ministry explained that the back-
to-back decline in exports is nothing to 

worry about. “The average daily exports 
increased from US$1.93 billion to 
US$2.08 billion from January to Febru-
ary and new major export items showed 
an improvement in export performance,” 
it said. The items include bio-health 
products (up 24.5 percent), secondary 
batteries (up 10.7 percent), OLEDs (up 
7.9 percent), electric vehicles (up 92.4 
percent), cosmetics (up 21.5 percent), 
agrifood and seafood (up 2.9 percent), 
and plastic products (up 5.7 percent). 

South Korea’s trade surplus totaled 
US$3.1 billion and the country remained 
in the black for the 85th consecutive 
month. For reference, its average month-
ly trade surplus was US$5.9 billion in 
2018. South Korea’s imports added up to 
US$36.47 billion last month, down 12.6 
percent from a year ago.

In the meantime, the Korea Develop-
ment Institute estimated last month that 
South Korea’s exports would increase 
2.2 percent this year, lowering its own 
estimate by 1.9 percentage points in four 
months. An increasing number of experts 
say that its annual exports may fall in 
three years this year with its exports fall-
ing more and more rapidly.

Semiconductor exports and exports  
to China are the key to recovery. The 
former, which account for 20 percent 
of South Korea’s total exports, dropped 
24.8 percent last month. The latter, which  
represent 27 percent of the total, fell 17.4 
percent during the same period. Accord-
ing to World Semiconductor Trade Sta-
tistics (WSTS), the global memory chip 
market is likely to show a negative growth 
of 0.3 percent this year to US$164.5 bil-
lion. The International Monetary Fund 
(IMF) recently adjusted its Chinese eco-
nomic growth forecast for this year from 
6.4 percent to 6.2 percent. 

Semiconductor Exports Plunge 25%

South Korea’s Exports Fall for Third 
Consecutive Month
By Jung Suk-yee

South Korea’s exports totaled US$39.56 billion last month, down 11.1 percent from a year ago.
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Th e  K o r e a  I n t e r n a t i o n a l 
Trade Association (KITA) 
announced on March 20 that 

South Korea enjoyed the highest market 
shares in the world with 77 export items 
in 2017.

The number, which had been 67 in 
2014 and 68 in 2015, rose to 71 in 2016 
and 77 in 2017. In 2016 and 2017, South 
Korea ranked 12th in the world in terms 
of the number of such items. In 2017, 
China ranked first with 1,720 export 
items, followed by Germany (693), the 
United States (550), Italy (220) and 
Japan (171).

In 2017, the total exports of the 77 
items were US$140.7 billion, equivalent 
to 24.5 percent of South Korea’s total 
annual exports. The 77 items include 31 
chemical products, 13 steel products and 
eight textile products. When it comes 
to the chemical products, the number 
jumped by six in one year.

As for the global market shares of 
16 out of the 77 items, the United States, 
Japan, Germany and China were nipping 
at the heels of South Korea with a gap 
of less than 5 percentage points. South 
Korea was competing with China in 
most of the 77 cases and with Japan as to 
chemical and steel products. South Korea's 77 export items enjoyed the highest market shares in the world in 2017.

South Korea Competing with China in Most of the Fields

77 Export Items of South 
Korea Enjoy World’s Highest 
Market Shares
By Jung Suk-yee

South Korea’s terms of trade 
deteriorated for the 15th con-
secutive month in February 

this year, led by sluggish mobile phone 
component and semiconductor exports. 
Both export prices and export volumes 
dropped last month.

The Bank of Korea announced on 
March 26 that South Korea’s commod-
ity terms-of-trade index reached 93.4 
last month, down 4.1 percent from a year 

earlier, in comparison to the reference 
year and index of 2010 and 100. The 
decline is the steepest in 11 months. The 
index, which indicates the ratio between 
the prices of one unit of exported prod-
uct and one unit of imported product, 
shows the amount of products that can be 
imported per export unit.

The central bank explained that the 
export price fell 6.4 percent and the 
import price fell 2.4 percent last month, 

leading to the decline in the index. The 
index has fallen since December 2017, 
due mainly to the mobile phone compo-
nent and semiconductor chip prices that 
have been on the decline.

The export value index fell 9.5 per-
cent year on year to 108.62. It fell for the 
third consecutive month with the steepest 
decline since April 2016, when the rate 
of decrease amounted to 13.4 percent. 
The index fell 20 percent and 13.9 per-

Export Prices, Volumes Drop in February

Korea's Terms of Trade Worsens for  
15 Consecutive Months
By Jung Suk-yee
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cent in electrical and electronic equip-
ment and coal and petroleum products, 
respectively. Mobile phone components 
and liquid crystal displays led the decline 
in the former while the export value 
index of semiconductor integrated cir-

cuits, 171.84, fell no less than 23.4 per-
cent from a year ago.

Likewise, the export volume index 
fell to 127.76 with a year-on-year decline 
of 3.3 percent, a five-month high. It fell 
8.9 percent in electrical and electronic 

equipment and 12 percent in coal and 
petroleum products. The export volume 
index of semiconductor integrated cir-
cuits was 460.33 last month, up 3 per-
cent from a year earlier but slightly lower 
than in January this year.

The import volume index was 114.54, 
down 9.7 percent compared with the 
same period of the previous year. The 
import volume index of general machin-
ery dropped 37.5 percent and that of elec-
trical and electronic equipment fell 8.4 
percent. The former, the steepest since 
December 1998, was caused by a decline 
in semiconductor facility investment.

The import value index fell 11.9 
percent to 104.27, led by a 37.9 percent 
decrease in general machinery and a 4.4 
percent decrease in mining products.

The income terms-of-trade index, 
which shows the amount of products that 
can be imported with the total exports, 
reached 119.33 with a year-on-year 
decrease of 7.2 percent. 

South Korean manufacturers’ 
overseas investment almost 

doubled year on year in 2018 and South 
Korea’s total overseas direct investment 
hit an all-time high during the same 
period. This has to do with an increase 
in the number of cross-border M&As 
and manufacturing facility relocation to 
China, Vietnam and other countries.

The Ministry of Economy and 
Finance announced on March 8 that 
South Korea’s total overseas direct 

investment increased by 11.6 percent to 
US$49.78 billion last year. The annual 
amount, which broke the US$40 billion 
mark in 2017, reached an all-time high 
since records began in 1980.

South Korean companies’ overseas 
direct investment topped US$20 bil-
lion in 2007. Then, it remained around 
US$30 billion in 2013, 2014 and 2015. 
Subsequently, it showed a double-digit 
year-on-year growth for three years in 
a row until 2018.

Especially, South Korean manufac-
turers’ overseas investment hit a record 
high of US$16.37 billion last year with 
a year-on-year growth of 92.7 percent, 
which is almost 26 times the average 
growth for the three most recent years. 
This is attributable to large-scale M&A 
deals concluded by semiconductor and 
electronics manufacturers and over-
seas manufacturing facility expansion 
by display, battery and semiconductor 
manufacturers. 

Manufacturers’ overseas 
investment almost doubles  
in 2018 

South Korea’s 
Overseas Direct 
Investment Shows 
Significant Increase 
Last Year

Samsung Electronics’ manufacturing plant in Vietnam

Korea’s terms of trade worsened for 15 consecutive months in February.

By Jung Suk-yee
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The incumbent government’s push for an energy par-
adigm shift away from nuclear and coal took the 
form of an official policy in the 8th Basic Plan for 

Electricity Supply announced in December 2017. The plan 
called for slashing down the number of nuclear plants, which 
have safety concerns, and coal-fired thermal power plants, 
which are the biggest cause of fine dust, and drastically 
expanding renewable energy and liquefied natural gas (LNG) 
power generation.

LNG power generation received little attention at that time 
as the focus was on renewable energy. However, the govern-
ment is planning to increase the LNG power generation capac-
ity from 37.4 GW in 2017 to 47.5 GW in 2030. The plan will 
be included in the 9th Basic Plan for Electricity Supply to be 
unveiled at the end of this year.

The problem is that building a large number of LNG power 
plants will not help the domestic industry at all because South 
Korea needs to import all the gas turbines, a key component of 
the plants, from other countries. LNG power plants also have a 
downside that they depend entirely on imported LNG fuel. The 
fact is being ignored that LNG power plants are less effective 
in reducing the amount of fine dust than nuclear power plants, 
though they are more effective than coal-fired power plants.

The total purchase amount of 149 gas turbine units for LNG 
power plants in operation in South Korea came to 8.12 tril-
lion won (US$7.17 billion) as of January last year, according 
to the data from the Korea Institute of Machinery & Materi-
als (KIMM). Moreover, the maintenance costs, which have 
been paid to foreign companies over the last 25 years, stood at 
4.21 trillion won (US$3.72 billion). The total amount of money 
drained to other countries for the introduction of LNG power 
generation reached a whopping 19 trillion won (US$16.78 bil-
lion) when including incidental expenses.

A considerable amount of money will go abroad additionally 
in the future if the country increases the number of LNG power 
plants as the government has planned. Sohn Jeong-rak, a senior 
researcher at the KIMM, said, “Gas turbine power generation 
currently costs US$250 (283,000 won) per kW. Considering 
this, the cost to introduce a 300 MW gas turbine power genera-
tion unit is estimated at 85 billion won (US$75.06 million) and 
2.80 trillion won (US$2.47 billion) for a 10 GW gas turbine 
power generation unit.”

The eight LNG power plants scheduled to be completed 
in 2020 and 2021 are all planning to use foreign gas turbines. 

Korea Midland Power Co.’s LNG combined-cycle power plants 
in Seoul will be constructed by Doosan Heavy Industries & 
Construction Co. However, the industry and the academic com-
munity considers it as a foreign one because Doosan E&C will 
just assemble it after receiving a license from foreign compa-
nies.

Currently, the global gas turbine market is an oligopoly mar-
ket led by four companies, including General Electric Co. of 
the United States, Siemens AG of Germany, Mitsubishi Hitachi 
Power Systems Ltd. (MHPS) of Japan and Ansaldo Energia 
Group of Italy. The small number of market players show the 
tall technological barriers in this field.

Doosan E&C is carrying out a demonstration project for the 
first time in the domestic industry this year, raising the possibil-
ity of localization. However, it takes two to three years for com-
mercialization and, even when the company succeeds in com-
mercialization, it will still be in the entry level when it is chosen 
by domestic power plants, according to market experts.

Lee Deok-hwan, a professor of physical chemistry at 
Sogang University, said, “LNG power plants which are com-
pletely dependent on imports for not only key components but 
also fuel will not help boost the domestic industry and can be 
exposed to risks caused by price volatility. LNG power plants 
are better than coal considering emissions alone but they can 
have a greater effect as they are located around big cities.” 

Korea Depends on Imported Gas Turbines, LNG Fuel

Korea's Rush for LNG Power Generation 
Only Benefits Foreign Companies
By Jung Suk-yee

The Korean government's plan to build a large number of LNG power plants does 
not help the domestic industry at all because South Korea needs to import gas tur-
bines and LNG fuel.a year ago.
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The Korean government will 
lower import fees on liquefied 
natural gas (LNG) for power 

generation beginning on April 1. Pric-
es of gas for combined heat and power 
plants with a capacity of less than 100 
megawatts will go down 6.9 percent. 
LNG-fired power plants emit less air pol-
lutants such as fine dust than coal-fired 
ones.

The Korean government passed an 
amendment to the Enforcement Decree 
of the Petroleum and Petroleum Alterna-

tive Fuel Business Act in a cabinet meet-
ing on March 19. Accordingly, begin-
ning on April 1, import fees on LNG for 
power generation will plummet 84.2 per-
cent from current 24.2 won per kilogram 
to 3.8 won.

Many experts have pointed out that 
the public charge and tax system for 
fuels for power generation has not ade-
quately taken into account environmental 
costs such as costs caused by fine dust.

The environmental cost of LNG for 
power generation is about half that of 

bituminous coal. However, public charg-
es and taxes on LNG are 2.5 times higher 
compared with those on bituminous coal. 
Public charges and taxes usually include 
the individual consumption tax, import 
fees and customs duties.

Therefore, the government decided 
to fix the taxation system in order to 
make the proportions of public charges 
and taxes on bituminous coal and LNG 
match those of their environmental costs 
in a revised tax act announced in July 
2018. 

Import fees on liquefied natural gas (LNG) for power generation will be lowered 84.2 percent beginning on April 1.

Prices of LNG for Power Generation to Go Down 7%

Import Fees on LNG for Power 
Generation to Be Cut 84% Starting  
on April 1
By Jung Suk-yee
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The South Korean government 
and the ruling party have 
allowed any consumer in the 

country to buy a liquefied petroleum gas 
(LPG)-powered vehicles or modify their 
cars to run on LPG starting on March 26 
as part of efforts to improve air quality. 
However, they have failed to come up 
with countermeasures for such down-
sides as a drop in tax revenue and an 
increase in greenhouse gas emissions.

The most immediate problem is an 
increase in green house gas emissions. 
Under the United Nations Framework 
Convention on Climate Change, South 
Korea has obligations to reduce green-
house gas emissions starting next year. 
To this end, the government decided to 
strengthen the average carbon dioxide 
(CO2) emission and fuel efficiency stan-
dards for automobiles from 140 g/km to 
97 g/km and from 17 ㎞/l to 24.3 ㎞/l, 
respectively, in 2016. These standards 
are similar to those of Japan but they are 
still weaker than 93 g/㎞ of the Euro-
pean Union. Accordingly, the Ministry 
of Environment was planning to further 
tighten the emission standards after 2021. 
However, the ministry’s job has become 
more difficult as the Ministry of Trade, 
Industry and Energy (MOTIE) has hast-
ily lifted LPG car restrictions.

LPG vehicles emit less fine dust 
compared to conventional gas or diesel-
fueled cars but emits more CO2. When 
LPG consumption increases, the govern-
ment has to strengthen regulations on 
CO2 emissions further. However, auto-
makers would react to such a decision, 
saying that they just followed the govern-
ment’s policy. Moreover, the restriction 
on CO2 emissions itself can be useless 
when automakers choose the fuel effi-

ciency standards set by the MOTIE. The 
fuel efficiency of LPG vehicles set by 
the MOTIE is 1.26 times higher than the 
average. So, companies will not be hit 
hard even when they increase LPG car 
production.

There are also no countermeasures 
for lower tax revenues. LPG has 30 to 50 
percent lower taxes than gas and diesel. 
Therefore, the country’s fuel tax revenues 
will go down when LPG consumption 
grows. The MOTIE submitted a report 
to the National Assembly which estimat-
ed the amount of tax revenue reductions 
at 333.40 billion won (US$294 million) 
over the next 10 years when the govern-
ment lifts LPG car restrictions. However, 
the Ministry of Economy and Finance, 
which is in charge of taxation systems, 
points out that it is a “nonsense estima-
tion.” The tax revenues from gas and die-

sel, excluding value added tax, came to 
22.21 trillion won (US$19.58 billion) as 
of 2017. An official from the government 
said, “When gas and diesel consumption 
decreases by only 1 percent, the tax rev-
enues can drop by more than 200 billion 
won (US$176.37 million) a year. The 
government has failed in both tax revenue 
estimation and alternative discussion.”

In addition, the latest decision will 
not be effective in reducing fine dust. 
MOTIE estimates that it will decrease 
71 tons of fine dust over the next 10 
years, about 7 tons a year. This is about 
one sixtieth of the 427 tons of fine dust 
reduction per year to be achieved by 
reforming the tax systems for power 
generation. MOTIE plans to raise taxes 
on bituminous coal for power generation 
while lower them for LNG starting from 
April. 

The South Korean government and the ruling Democratic Party have lifted restrictions on LPC vehicles without 
carefully considering the downsides.

More LPG Cars Would Increase Greenhouse Gas Emissions

S. Korea Hastily Lifts LPG Car Restrictions 
Without Considering the Downsides
By Michael Herh
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Korean manufacturers that 
need to secure excess carbon 
credits are in trouble as the 

trading volume of carbon emission has 
plummeted amid skyrocketing emission 
permit prices.

The market price of the carbon emis-
sion permit hit an all-time high at 26,500 
won (US$23.31) per ton on March 26. 
The average price in 2015 when the mar-
ket opened was 11,007 won (US$9.68) 
per ton but the figure has been increasing 
by 106 percent to 156 percent on-year 
every year since then. It has also risen by 
more than 4,000 won (US$3.52) per ton 
this year.

The problem is that the trading vol-
ume is on the decrease. As no carbon 
emission permits have been put up for 
sale for a while despite high prices, there 
has been no emission permit transaction 
in the market. As a result, companies 
which have failed to secure carbon cred-
its are facing a crisis. They want to buy 
emission permits even with high prices, 
but they cannot get them and are facing 
a fine.

A company official said, “The gov-
ernment asks us to reduce carbon emis-
sions by ourselves with an investment 
in environment-friendly facilities but it 
requires an enormous amount of money 
and time. The carbon emissions trading 
system will increase the cost burden on 
companies and lead to a rise in product 
prices in the end.”

The government started implement-
ing the carbon emissions trading system 
in 2015. Under the program, the gov-
ernment designates some companies as 
a large emitter of greenhouse gases and 
imposes emissions caps on them. When 
the emitters have an excessive amount of 
emissions, they are required to buy car-

bon credits in the trading market. This 
came after the Lee Myung-bak Govern-
ment in 2007 enacted the Framework Act 
on Green Growth and promoted the low 
carbon policy, spearheaded by a national 
vision of “Low Carbon Green Growth.”

However, the emissions credit trading 
market now faces a cliff in transactions. 
Experts say it was an expected outcome. 
The Lee Myung-bak Government’s green 
growth strategy was based on an idea of 
foreign consulting firms. The Kyoto Pro-
tocol in 2008 has already become null 
and void and South Korea and New Zea-
land are the only countries that operate 
the carbon emissions trading system at 
the national level after the Paris Climate 
Conference in 2015. The government’s 
excessive greed for policy has led to the 
burden on companies after all.

The market price of carbon credits 
stood at 8,640 won (US$7.60) per ton on 
Jan. 12, 2015, the first day of the mar-
ket opening, but it more than tripled to 
26,500 won (US$23.31) as of March 26. 
The price surged as the supply cannot 
meet the demand.

It is no wonder, then, that companies 
which have failed to secure carbon cred-
its are frustrated by the current situation. 
For one thing, they cannot purchase car-
bon emissions permits, though they are 
willing to pay higher prices. If they can-
not get the permits, they have to pay a 
penalty which is three times higher than 
the average market price of carbon cred-
its. For instance, a company which emit-
ted an excess amount of 500,000 tons 
will be imposed a fine of 13.30 billion 
won (US$11.70 million) if they fail to 
get the credits. The figure equals 500,000 
tons times 26,500 won (US$23.31), 
the market price on March 26, exclud-
ing a weighted average. The penalty is 

imposed once in a three-year plan term 
but companies have to buy an additional 
amount of carbon emissions permits and 
submit them to the government at the end 
of May every year. They can fill a short-
age the next year but they are not sure 
whether they can secure the supply.

An official from the industry said, 
“Power generation, steel, petrochemical 
and cement producers which consume 
lots of energy are major companies that 
participate in the carbon emissions trad-
ing system but they are basic manufac-
turers connected to the upstream indus-
try. The cost burden from carbon credits 
can lead to a chain reaction of product 
price hikes and lower global price com-
petitiveness. In a nutshell, the cost bur-
den of power companies can lead to an 
increase in electric charges, while the 
burden on steel producers can lead to 
a rise in prices of cars and home appli-
ances.”

Companies are calling for a more 
flexible government policy. An official 
from a company said, “We agree on the 
need for the reduction of greenhouse 
gas emissions but we face a heavy bur-
den if the government suggests too much 
emission reductions at the early stage. 
The emissions credit trading market also 
needs to make adjustments considering 
the stance of companies.”. 

Korean manufacturers that need to secure excess 
carbon credits are in trouble as they cannot buy them 
in the market.

Emissions Trading System Not Working As Planned

Manufacturers Have Trouble Securing Carbon 
Credits Due to Sharp Decline in Trading
By Jung Suk-yee
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The recent court ruling for the 
expansion of the scope of ordi-

nary wage would lead to an increase in 
labor cost on the part of companies, an 
increase in outbound investment and a 
decrease in inbound investment, the 
Korea Employers Federation warned in a 
symposium on March 19.

At the symposium, Korea Aerospace 
University business administration pro-
fessor Kim Sang-shik said that South 
Korean companies are likely to face a 
labor cost increase of 2 percent to 9.1 
percent this year. “It is likely to entail a 
producer price increase of 0.56 percent to 
2.54 percent and a decline in exports of 
US$870 million to US$7.53 billion,” he 
explained.

The professor also pointed out that 

the increase in labor cost would affect 
foreign direct investment (FDI) in South 
Korea. “A 9.1 percent increase in labor 
cost is estimated to decrease FDI by 0.1 
percent to 0.47 percent,” he continued 
to say, adding, “At the same time, South 
Korean companies will increase their 
outbound investment and an increasing 
number of foreign companies will shut 
down their manufacturing facilities in 
South Korea.”

Panelists at the symposium criticized 
the court as being excessively favorable 
to workers in defining the scope of ordi-
nary wage. “In the recent case of Siy-
oung Traffic, the court ruled, based on 
the bus company’s earned surplus, that it 
is capable of making a payment despite 
the fact that its cash on hand is merely 54 

million won and its debt ratio amounts to 
1,223 percent,” said lawyer Jo Young-gil 
at I&S, adding, “This shows the court’s 
ignorance about accounting.”

“At present, 44.5 percent of small 
and medium-sized enterprises in South 
Korea are subcontractors and 80.8 per-
cent of their sales are dependent on their 
clients,” Korea Small Business Institute 
researcher Roh Min-seon explained, con-
tinuing, “The ongoing ordinary wage dis-
cussions revolving around large corpora-
tions and the resultant labor cost burden 
will hit them hard.” 

The OECD and the Ministry 
of Employment and Labor of 

South Korea announced on March 19 
that only 10.7 percent of South Korean 
workers belonged to trade unions in 2017 
whereas the ratio was as high as 52 per-
cent in Norway, 65 percent in Finland 
and 66 percent in Sweden.

During the same period, the ratios 
of Britain, Germany and Spain were 
24 percent, 17 percent and 14 percent, 
respectively. In addition, South Korea’s 
collective bargaining coverage was much 
lower than those of the European coun-
tries. Experts point out that the cover-

age needs to be raised fast in that a low 
collective bargaining coverage leads to 
employee wage inequality.

In many cases, a high collective bar-
gaining coverage offsets a low ratio of 
unionization to ensure better working 
conditions for those who work for small 
firms. For instance, France’s collective 
bargaining coverage amounts to 98 per-
cent although its ratio of unionization 
stands at 11 percent. South Korea’s col-
lective bargaining coverage is merely 12 
percent whereas the OECD average is 
32.2 percent.

Such a low coverage of South Korea 

can be attributed in part to inactive col-
lective bargaining agreement extension. 
The extension can be defined as a col-
lective agreement being extensively 
applied to uninvolved workers and places 
of business when the extensive applica-
tion is deemed necessary for the public 
good. A number of European countries 
are making use of collective agreement 
extension in keeping wage inequality to a 
minimum. 

The Korea Employers Federation warned that the 
recent court ruling for the expansion of the scope 
of ordinary wage would lead to an increase in labor 
cost, an increase in outbound investment and a 
decrease in inbound investment.

South Korea's unionization ratio stood at 10.7 perent 
in 2017, much lower compared with European coun-
tries.

Labor Cost Projected to Rise 2%-9.1% in 2019

KEF Warns Expansion of Scope of Ordinary 
Wage Will Lead to Adverse Effects
By Jung Suk-yee

A Cause for Wage Inequality

Korea’s Unionization Ratio, Collective 
Bargaining Coverage Problematically Low
By Jung Suk-yee
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More than nine out of 10 
small and medium-sized 
enterprises (SMEs) in 

South Korea provide foreign work-
ers with accommodation as well as an 
additional pay of over 400,000 won 
(US$352) a month on average, accord-
ing to a recent survey. Companies are 
now facing a heavier burden as the cost 
of board and lodging, which is a wage in 
kind, has not been included in minimum 
wage calculation last year.

Among SMEs which employ for-
eign workers, 94.6 percent served meals 
and 92.3 percent offered accommoda-
tion, according to a report released by 
the Korea Federation of SMEs (Kbiz) on 
March 27.

“Support in kind” accounted for the 
most part of their board and lodging. 
The study said 77.8 percent of respon-
dents provided foreign employees with 
board and lodging in the form of sup-
port in kind. It means that nearly eight 
out of 10 SMEs offer accommodation, 
including dormitory, to their foreign 
workers instead of providing accom-
modation fees. Moreover, 12.9 percent 
of the companies provided lodging with 
a mixture of cash and support in kind, 
while 3.9 percent of them offered only 
cash, which was higher than the propor-
tion (5.4 percent) of those who did not 
support accommodation at all. Likewise, 
62 percent of the respondents said they 
provided meals in the form of support in 
kind, while 16.4 percent of them offered 
with the mixture of cash and support in 
kind, 14 percent with cash and 7.7 per-

cent with no support.
The problem is that such support is 

not included in calculating the minimum 
wage. The National Assembly passed 
an amendment of the Minimum Wages 
Act in May last year. Under the new law, 
regular bonuses exceeding 25 percent of 
the minimum wage and welfare benefits, 
such as lodging and transportation, sur-
passing 7 percent of it will be included 
in the calculation of basic wages. How-
ever, the unit of welfare benefits is lim-
ited to cash so companies have to shoul-
der the burden of accommodation sup-
port in kind. In addition, the latest report 
said each company paid 399,000 won 
(US$351) to each foreign employee a 
month on average for lodging. Compa-

nies which offered only in-kind support 
paid 388,000 won (US$341) a month, 
while those which provided a mixture of 
in-kind support and cash paid 429,000 
won (US$377) a month.

Meanwhile, 61.3 percent of respon-
dents did not deduct accommodation 
costs, while only 32.9 percent of them 
deducted partial costs.

The latest study was conducted on 
15,464 companies which asked for foreign 
employees on the E-9 visa last year and 
1,422 of them responded to the survey. 
The Kbiz said it carried out the survey on 
March 8 to understand the current status of 
accommodation provision and deduction 
of small and medium-sized manufacturers 
having foreign workforce. 

In-kind Support Not Included in Minimum Wage Calculation

SMEs Hiring Foreign Workers Bear 
Extra Burden Under Revised Minimum 
Wage Law
By Jung Suk-yee

SMEs that provide board and lodging to their foreign workers bear an extra burden as the cost for such in-kind 
support is not included in minimum wage calculation.
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est institutional investor in South Korea, 
played a crucial role in depriving the 
Hanjin Group chairman of his managerial 
control. We are concerned that the NPS 
voted against the reappointment of Cho, 
swayed by controversies surrounding him 
and his family, though it had to maintain 
a cautious attitude in consideration of the 
interest of shareholders and shareholder 
value. It is a shame that the NPS did not 
act cautiously, given the market fears of 
‘pension fund socialism.’”

In fact, a considerable number of 
companies can experience what has hap-
pened to Korean Air. The NPS owned 
more than a 5 percent stake in as much 
as 294 listed companies in South Korea 
and over a 10 percent in 90 firms, such 
as Korean Air, as of the end of the third 
quarter of last year, according to finan-
cial market researcher FnGuide. 

Hanjin Group chairman Cho 
Yang-ho has lost his control 
of Korean Air, the group's 

flagship company. Korean Air held a gen-
eral shareholders' meeting on March 27, 
putting Cho's reappointment as an inside 
director and other matters to a vote.

Cho's reappointment was voted 
down, with 64.1 percent of the share-
holders voting for him and 35.9 percent 
voting against him. He needed support 
from at least two thirds of the share-
holders to retain his seat on the board of 
Korean Air. Cho controls 33.35 percent 
of the shares of Korean Air, including the 
stakes held by people and organizations 
with special ties with him.

He was dealt a blow by the National 
Pension Service (NPS), the largest institu-
tional investor in South Korea, which has 
decided to oppose his reappointment. The 

NPS, the second largest shareholder of 
Korean Air, has joined foreign institutional 
investors in ousting Cho from the board.

The Korean business community is 
in shock as Hanjin Group chairman Cho 
Yang-ho lost his managerial control of 
Korean Air Lines by failing to secure 
support for his reappointment as an 
inside director at the general sharehold-
ers’ meeting.

Business leaders are surprised as their 
worst fears had been realized. They are 
hurrying to begin an in-depth study of 
the stewardship code and are raising their 
voices for arrangements to defend their 
management rights from foreign capital.

The Federation of Korean Indus-
tries (FKI) made a statement of regret 
in the name of executive director Bae 
Sang-geun. It said, “We believe that the 
National Pension Service (NPS), the larg-

Business Leaders on Alert    

Concern over ‘Pension Fund 
Socialism’ Growing in Korean 
Business Community
By Jung Min-hee
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Out of these, the largest shareholders 
holdings of a great number of conglom-
erates, including major Samsung Group’s 
subsidiaries such as Samsung Electron-
ics Co., Samsunn SDI Co., Electro-
Mechanics Co. and Hotel Shilla Co., is 
lower than Korean Air. However, it can-
not completely rule out the possibility of 
the NPS exercising the stewardship code 
on these companies.

Moreover, there is no way that even 
the NPS and foreign capital can gather 
shareholders to the level of appoint-
ing another member of board directors. 
Accordingly, there is a concern that it can 
be a vicious circle of simple dragging 
down. It means that Cho’s board removal 
cannot affect the governance structure 
but it can cause only side effects of 
unstable management rights. 

An official from the business com-
munity said, “A head of a company 
shows his will for responsible manage-
ment by sitting on the board. The latest 
decision may have given him indulgence 
instead.” In short, the head of the compa-
ny still has practical management rights 
but he can shift legal obligations to the 
board of directors.

In addition, there is a growing con-
cern that there is no device to protect 
domestic conglomerates from share-
holder activists when foreign hedge 
fund operators and global proxy advi-
sory firms, including Elliott and the 
ISS, attack them with the similar meth-
ods. Hyundai Motor Group dropped its 
attempt to overhaul its governance struc-
ture last year as Elliott opposed to the 

move and the Korea Corporate Gover-
nance Service, the main advisor of the 
NPS, joined force.

'Candlelight Revolution in 
Capital Market'?

Meanwhile, when Hanjin Group 
Chairman Cho Yang-ho failed to be re-
elected as an in-house director at a share-
holders' meeting of Korean Air, a key 
affiliate of the group, the stock market 
assessed it as a "historic event." Some 
experts called it “a candlelight revolution 
in the capital market,” which has correct-
ed wrong management practices.

Domestic and foreign proxy advisory 
companies have advised shareholders to 
vote against Cho’s reappointment as an 
inside director. They included the Korea 
Corporate Governance Service (KCGS), 
which is an advisor for the National Pen-
sion Service; the ISS, the global voting 
rights advisor; Sustinvest, a research 
institute that provides advice on invest-
ment strategy; and the Institute for Good 
Corporate Governance. The People's Sol-
idarity for Participatory Democracy also 
launched a campaign to delegate voting 
rights to oppose Cho's second term.

However, no one could easily predict 
the outcome of the Korean Air share-
holders' meeting, as there has been no 
precedent in which the head of a large 
business group was stripped of his mana-
gerial rights in a proxy battle. Even stock 
market insiders took the outcome of the 
shareholders’ meeting as a surprise.

Experts on voting rights, who were 

Korean business leaders are in shock as Hanjin Group chairman Cho Yang-ho lost his managerial control of 
Korean Air Lines Co. in a proxy battle. 

against Cho's reappointment, gave a rel-
atively positive assessment of the out-
come. In particular, Ryu Young-jae, head 
of Sustinvest, described Cho’s loss of 
managerial control as “a historical event” 
and “a candlelight revolution in the cap-
ital market” that was staged by minor-
ity shareholders, in cooperation with the 
National Pension Service, to correct the 
mismanagement of Korean Air.

He added that chaebol owners should 
take it as a stern warning that they should 
step down from their posts if they fail 
to receive support from the public and 
shareholders. He added that the incident 
will serve as an opportunity for people to 
clearly understand why it is important for 
institutional investors to embrace a stew-
ardship code and actively exercise their 
shareholder rights, and where the “Korea 
discount” takes place.

The case is meaningful in that it was 
the first time that the National Pension 
Service won support from shareholders 
for a proposal related to chaebol owner 
families, said Ahn Sang-hee, head of the 
Daishin Governance Research Institute.

"In Hanjin Group’s case, the damage 
to corporate value inflicted by its owner 
family was too starkly visible to share-
holders," Ahn said. "In the future, com-
panies will become cautious about filling 
board seats with owner family members 
who have a history of damaging corpo-
rate value." Actually the shameful scan-
dals involving Hanjin Group’s owner 
family had a negative effect on the price 
of Korean Air shares as well. Korean Air 
stock prices plunged from 39,000 won 
(US$35) early last year to 25,050 won 
(US$22) in October the same year.

"In the past, it was taken for granted 
that the agendas of shareholders’ meet-
ings were passed without being screened 
out," said Song Min-kyung, director 
of the Stewardship Code Center at the 
Korea Corporate Governance Institute.

"Now, more institutional investors 
and minority shareholders are actively 
exercising voting rights on issues that 
cause concern among market partici-
pants. Majority shareholders can no lon-
ger go their own way at shareholders’ 
meetings.” Song said. 

27 

cover story



Shareholder activism is chang-
ing the corporate landscape 
in Korea. It has triggered 

the introduction of a stewardship code 
by the National Pension Service (NPS), 
Korea Corporate Governance Improve-
ment (KCGI)’s attempt to participate in 
the management of Hanjin KAL, and the 
abolishment of the shadow voting system 
that strengthened minority shareholders’ 
rights. Many experts say that 2019 will 
be the first year of shareholders exercis-
ing their expanded rights, with the gener-
al shareholders meeting season in March 
becoming a watershed.

Corporations are on edge as they do 
not know how shareholder rights will 
be exercised. They feel that they do not 
enough weapons to protect themselves.

Listed Korean companies’ weak 
equity structures are the main root of 
concern over possible mix-ups at gen-
eral shareholders meetings. This year, 
more companies are likely to fail to win 
approval on their auditor and audit com-
mittee member appointments at regular 
general shareholders meetings due to 
a shortage of votes. The Korea Listed 
Companies Association says this is due 
to the so-called "3 percent rule" that lim-
its the voting rights of major sharehold-
ers (the largest shareholders plus special 
interest individuals) to 3 percent.

The appointment of auditors is not 
the only problem. Many listed compa-
nies have vulnerable equity structures. 
The Korea Listed Companies Associa-
tion estimates that 408 companies (21.2 
percent) do not satisfy requirements for 
common resolutions even when all equi-
ties of their largest shareholders and spe-
cial interest individuals are combined. In 
addition, 271 (14.1 percent) companies 
cannot reach their quorums even when 

all equities of their largest shareholders, 
special interest individuals, shareholders 
with equities of 5 percent or more and 
institutional investors are combined.

Activist funds exploit these vulner-
abilities. When the National Pension Ser-
vice and KCGI announced their exercise 
of shareholding rights against Hanjin 
KAL, those in the Korean business world 
and the securities industry are already 
predicting that some companies where 
major shareholders hold a small equity 
will be the next targets.

Listed companies assert that it is 
necessary to come up with measures to 
address this problem, including the aboli-
tion of the 3 percent rule by amending 
the commercial law. However, the cur-
rent Korean government maintains that a 
revision of the Commercial Law should 
contain content related to "economic 
democratization" such as the multi-repre-
sentative litigation and cumulative voting 
systems. The Financial Services Commis-
sion responsible for the capital market, 
has launched countermeasures such as the 
spread of an electronic voting system and 

an autonomous decentralization program 
to avoid so-called "super-general share-
holders meeting days.” But many experts 
call the countermeasures “stopgaps.”

In the meantime, foreign funds are 
taking advantage of blind sides. This is 
why securities industry experts have said 
that Dalton Investments announced that 
it would vote against the appointment 
of outside directors and auditors at the 
coming general shareholders meeting 
of Hyundai Home Shopping by taking 
into account the weakness of the home 
shopping company’s equity structure and 
the three percent rule. "We brought up 
investment in non-core businesses or low 
shareholder return but outside directors 
did not oppose constructively and Audit 
Committee members failed to play their 
proper roles in monitoring and check-
ing," Dalton Investments claimed.

Dalton Investments joined the Kore-
an-type stewardess code for the first time 
as a US-based investment company in 
2017, and has begun to actively exer-
cise shareholding rights by forming the 
Korea-US Investment Alliance with 

Measures Needed to Protect Management Rights    

Spread of Shareholder Activism Puts 
Listed Korean Companies on Edge
By Michael Herh

Korea's listed companies are on edge as they do not know how shareholders will use their expanded rights.
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Korean and US institutional investors. 
KCGI and Value Partners participated 
from Korea while Brandes Investment 
Partners and Ruane, Cunniff, & Gold-
farb from the US. The investment alli-
ance also delivered an open letter calling 
for strengthening corporate governance 
standards and increasing dividends to 
the Korean government and the National 
Pension Service in February.

A Mechanism Urgently Needed 
to Protect Management Rights

As the National Pension Service 
(NPS) started to apply the stewardship 
code in earnest and activist funds are 
involved more actively, Korean listed 
companies will have more difficulty in 
protecting their management rights. In 
addition, the Korean government is push-
ing to amend the Commercial Act to take 
power away from majority sharehold-
ers. A considerable number of revision 
bills to the Commercial Act that would 
take away more rights from majority 
shareholders are currently pending at the 
National Assembly. 

Under the circumstances, the Korean 
business community claims that the gov-
ernment should come up with measures 
to protect management rights. Korean 
listed companies are on the alert as they 
could face hostile takeover threats and 
lose their management rights. In par-
ticular, not only average businesses with 
less than a 10 percent stake owned by 
major shareholders but also mid-size 
enterprises that maintain the manage-
ment 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 pri-
vate funds, according to market experts. 
A company official said, “Some activ-
ist funds have continuously made man-
agement intervention and threatened the 
management rights. Given the circum-
stances, companies’ business activities 
will be forced to shrink further if institu-
tional investors have more rights.”

A case in point is a multiple deriva-
tive suit, which enables shareholders of 

a parent company to file a compensation 
suit against executives of a subsidiary or 
a grandson company who commits an 
illegal act, and the measures that hold 
management in check, including the obli-
gation of the concentrated vote system, 
which allows minority shareholders to 
appoint whoever they want when a com-
pany elect more than two board members.

In fact, according the Korea Eco-
nomic Research Institute, there are 20 
cases of the amendments in the Commer-
cial 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, while only two 
cases focus on protective devices of the 
management rights.

Economic organizations, like Korea 
Listed Companies Association, said, 
“The measures that can protect the man-
agement rights of a company, including 
the disproportionate voting rights, should 
be adopted as well.” In other words, the 
government also need to provide com-
panies with a shield to protect their man-
agement 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 opposition. Kim 
Jong-sun, head of the research policy 
division at the KOSDAQ Listed Com-
panies 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.

In the meantime, the top five busi-
ness groups in South Korea increased 
their total cash dividend by more than 
4.7 trillion won last year by enhancing 
their shareholder return after stewardship 
code introduction by institutional inves-
tors including the NPS. An increase in 
dividend payouts is likely to continue for 
a while with activist funds raising their 
voices for return of excess capital.

The listed subsidiaries of the groups 
that have a December fiscal year end and 
made their dividend announcements until 
Feb. 19 paid a cash dividend of 18,265.2 
billion won in 2018 whereas their total 
cash dividend had been 13,546.7 billion 
won in the preceding year.

At present, the dividend payout ratio 
of all listed South Korean companies is 
20.3 percent. This is still much lower than 
the estimated dividend payout ratio of the 
global stock market, 47.1 percent. 

The National Pension Service (NPS) started to apply the stewardship code in earnest.
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Global rating agency Standard 
& Poor's (S&P) has warned 
that the credit ratings of 

South Korean companies can be down-
graded this year.

S&P released a report on South Kore-
an companies on March 19. “The credit 
ratings of South Korean companies seem 
to have entered a cycle of gradual decline 
from the second half of last year after 
three years of improvement from 2015 
to 2017. South Korea’s major companies 
will be in a greater danger of credit rating 
downgrades over the next year.”

S&P added, “These companies’ 
financial policy, which has become more 
aggressive after 2015, is a major cause 
of pressure on credit rating downgrades. 
This can be confirmed in an increase 
in major firms’ investment spending, 
shareholder return, including dividend, 
and continuous mergers and acquisitions 
(M&As).”

It also said, “The global slowdown 
in demand for major industries, such as 
semiconductors, smartphones and vehi-

cles, weighs on these companies amid 
concerns over trade disputes and pro-
tectionism. The credit rating of South 
Korean firms will be under pressure to be 
downgraded over the next 12 months.”

S&P warned of the possibility of 
South Korean companies’ credit rating 
downgrades because their business 
env i ronment  has  been  ev iden t ly 
worsened and their financial policy is 
excessively aggressive. Semiconductor 
companies,  which propped up the 
nation’s exports, are suffering a sharp 
drop in profits and some companies, 
including Hyundai Mobis Co., are 
experiencing a large cash outflow due to 
the expansion of shareholder returns.

In particular, S&P cited Hyundai 
Mobis and SK E&S Co. as a classic 
example of the expansion of shareholder 
returns. Hyundai Mobis announced its 
shareholder return plan worth 2.60 tril-
lion won (US$2.30 billion), such as 
expansion of dividends and repurchase 
and retirement of treasury stocks, until 
2021. Considering the fact that the annu-

al dividends came to 300 billion won to 
400 billion won (US$265.25 million to 
353.67 million) over the years, a consid-
erable amount of money will be drained, 
according to S&P.

SK E&S is expected to pay 400 bil-
lion won to 600 billion won (US$353.67 
million to 530.50 million) of dividends a 
year over the next two years. S&P said, 
“The company’s capacity to maintain the 
current credit rating will be reduced for 
the next 24 months.” The total amount of 
SK E&S’ dividends in 2019 stood at 672 
billion won (US$594.16 million), show-
ing a big jump from a yearly dividend 
of100 billion won to 300 billion won 
(US$88.42 million to 265.25 million)in 
recent years.

In addition, S&P said, “The increase 
in investment costs and continuous M&A 
move can also adversely affect the com-
pany’s credit rating.” It raised the possi-
bility of the financial burden of SK Tele-
com Co. and KCC Corp., which expand 
investments in new business through an 
M&A. S&P said, “SK Telecom acquired 
ADT Caps Co. for 702 billion won 
(US$620.69 million) last year as part of 
its new growth engine strategy and its 
consolidated debts reach 1.70 trillion 
won (US$1.50 billion). The company’s 
spending will significantly increase over 
the next two years with the burden from 
the 5G investment.

Previously, S&P placed KCC on 
“credit watch negative.” KCC jointly 
acqu i red  U .S . -based  Moment ive 
Performance Materials Inc., the world’s 
second largest manufacturer of silicone, 
quarts and ceramics, for US$3 billion 
(3.39 trillion won) through a consortium 
in September last year. There is a 
possibility that the deal will worsen 
KCC’s financial statements. 

Due to Aggressive Financial Policy  

S&P Warns Major S. Korean Companies 
Could Suffer Credit Rating Downgrades
By Yoon Young-sil

Global rating agency Standard & Poor's (S&P) has warned that major South Korean companies could suffer 
rating downgrades this year.
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Foreign investment in South Korean bonds came to 113.80 
trillion won (US$101.70 billion) in 2018, reaching a 

record high. The growth was attributed to the country’s high 
international credit standing and eased geopolitical risks on the 
Korean Peninsula, though external uncertainties continued, such 
as the trade dispute between the United States and China and a 
rise in interest rates in the United States.

The balance of foreign ownership of domestic bonds stood 
at 113.80 trillion won (US$101.70 billion) in 2018, up 15.30 
trillion won (US$13.67 billion) from a year earlier, according 
to the “White Paper on Government Bonds in 2018” report 
released by the Ministry of Economy and Finance (MOEF) on 
Feb. 27. The figure surpassed the 100 trillion won (US$89.37 
billion) mark for the first time in three years after 2015.

As the balance of South Korean bonds held by offshore 
investors increased, the ratio of foreign ownership to the total 
balance of bond issuances grew again as well. The figure was 
6.8 percent to 7 percent in 2014 but decreased in 2015 and 2016 
before rising to 6.6 percent again in 2018.

By investor, the ratio of foreign central banks which have 
a medium to long-term investment propensity, increased from 
11 percent at the end of 2009 to 50 percent at the end of May in 
2016 and 52.5 percent at the end of 2018. 

The proportion of foreigners’ portfolio investment assets, 
such as stocks and bonds, in South Korea’s external 

debts is high, the Bank of Korea says, warning that an external 
impact could increase instability in the foreign exchange and 
stock markets.

The ratio of portfolio debts to South Korea’s external debts 
stood at 64.3 percent as of the end of 2017, according to a central 
bank's analysis of external position’s impact on the volatility in 
the foreign and stock markets, which was released on March 10.

The figure was higher than that of not only emerging 
countries, including Malaysia at 39.1 percent, Indonesia at 40.8 
percent and Poland at 29.4 percent, but also advanced countries, 
such as the United States at 54.8 percent, Japan at 55.2 percent 
and Canada at 49.1 percent.

The report said that the volatility in the domestic foreign 
exchange and stock markets would increase from changes in 
external conditions when foreigners’ portfolio investment assets 
grow. The expansion of the size of the portfolio investments can 

be seen as a greater impact on domestic financial situations by 
global factors.

An official from the BOK said, “The size of foreign portfolio 
investments, which is directly affected by risk seeking behaviors, 
is excessively high compared to other countries.”

On the other hand, domestic portfolio investment assets 
failed to help reduce the volatility in exchange rates and 
stock prices. When a crisis breaks out, there is a coupling 
phenomenon which affect both domestic and foreign financial 
markets and it cannot absorb external shocks even by selling 
foreign investment assets. The fact must be considered in the 
process of securing foreign-exchange liquidity, according to an 
official from the BOK. 

The Bank of Korea says the proportion of foreigners’ portfolio investment assets, 
such as stocks and bonds, in South Korea’s external debts is excessively high.

Eased Geopolitical Risks Play a Role

Foreign Investment in  
S. Korean Bonds Hits Record 
High in 2018
By Yoon Young-sil

Central Bank Urges Strengthened Monitoring 

BOK Says Foreigners' 
Portfolio Investments in Korea 
Excessively Large
By Yoon Young-sil

Foreign investment in South Korean bonds totaled 113.80 trillion won (US$101.70 
billion) in 2018, hitting an all-time high.
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Bank of Korea Governor Lee 
Ju-yeol said on March 25 
that the central bank would 

maintain monetary easing for the time 
being for stable economic growth.

“An ac t ive  ro le  o f  f inance  i s 
necessary in a macroeconomic point of 
view alone, and a supplementary budget 
of 10 trillion won, which is equivalent to 
0.5 percent of the GDP, would contribute 
to a higher growth rate,” he said.

This means monetary easing based 
on a supplementary budget is required 
t o  o f f s e t  t h e  o n g o i n g  e c o n o m i c 

slowdown attributable to a decline in 
exports. Earlier, the IMF advised that 
a supplementary budget equivalent to 
0.5 percent of the GDP is required for 
South Korea to achieve this year ’s 
economic growth goal of 2.6 percent to 
2.7 percent.

He went on say it is true that things 
are worse than earlier this year, implying 
the central bank would somewhat lower 
its growth estimate next month. Still, he 
mentioned the current benchmark rate is 
lower than the neutral rate and, as such, 
the benchmark rate does not need to be 

additionally lowered.
Still, an increasing number of market 

insiders are predicting that the central 
bank would lower the benchmark rate 
in the second half of this year. “With 
the United States planning to maintain 
the current benchmark rate for a while, 
the central bank of South Korea is under 
less pressure to raise its rate,” said the 
Hyundai Research Institute, adding, 
“Now is the time to consider a lower 
benchmark rate with both exports and 
domestic consumption showing signs of 
deterioration.”  

Bank of Korea Governor Lee Ju-yeol answers questions from lawmakers during a session of the Strategy and Finance Committee of the National Assembly on March 25.

By Yoon Young-sil

Supplementary Budget Required to Offset Economic Slowdown

BOK Governor: 'Monetary Easing Will Be 
Maintained for Stable Growth'
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The Financial Supervisory Service announced on March 
19 that the current net income of South Korean banks’ 

overseas branches totaled US$983 million in 2018 with a year-
on-year growth of 22.2 percent. The amount is equivalent to 8 
percent of the banks’ net income for the same period. The total 
credit cost of the branches increased by US$44 million whereas 
their interest income and non-interest income rose US$286 mil-
lion and US$80 million, respectively.

By region, the current net income of the branches located 
in Hong Kong totaled US$175 million. It was followed by 
China (US$154 million) and Vietnam (US$132 million). The 
income showed a positive growth in every country except for 
the United States, Japan and Indonesia. In 2018, the number of 
South Korean banks’ overseas branches rose by four to 189 in 
39 countries.

The branches, with 131 located in Asia, include 19 in Viet-
nam, 16 in China, 15 in India, 12 in Myanmar, 11 in Hong 
Kong. The total assets of the branches rose by US$9.37 billion 
to US$114.25 billion last year.

Specifically, their loans and marketable securities increased 
by US$7.24 billion and US$1.53 billion, respectively. Their 
non-performing loan ratio fell from 0.93 percent to 0.6 percent 
in 2018. The ratio rose from 1.1 percent to 1.53 percent in 
Indonesia and from 0.25 percent to 0.3 percent in Singapore 
whereas it fell in the other regions. 

South Korean banks in China have initiated full-scale risk 
management processes with South Korean companies in 

China scaling down their business in the country.
The Financial Supervisory Service announced on March 

20 that South Korean banks increased their assets in China by 
only 0.2 percent to US$26.4 billion in 2018 whereas the rate of 
growth was 14.2 percent in 2016 and 12.1 percent in 2017.

This is because the ongoing trade war between the United 
States and China is likely to add to the uncertainties of the 
Chinese financial market and an increasing number of South 
Korean companies are stepping out of China due to its slow 
growth and increasing labor costs.

The banks are concentrating on new business relationship 
with Chinese companies instead of expanding their business 
with South Korean companies in China. This has to do with the 
fact that the Chinese financial authorities are currently encour-
aging new loans for small Chinese firms. Still, it is said that 

South Korean banks’ local networks are currently not enough 
to provide loans for leading Chinese companies. Although the 
current net income of South Korean banks’ branches in China 
jumped by 42 percent last year, the growth was based on rising 
interest rates rather than local network expansion.

However, experts point out the branches in China will 
eventually become the banks’ major profit source as the trade 
war is predicted to result in further opening of the Chinese 
financial market. 

South Korean banks earned US$983 million in net income from their overseas 
operations in 2018.

South Korean banks in China posted anemic growth last year as South Korean 
companies in China scaled down their business in the country.

Accounting for 8% of Total Net Income 

South Korean Banks Earn 
Almost US$1 Bil. in Net Income 
Abroad Last Year
By Michael Herh

Hit by Korean Companies' Exodus from China 

South Korean Banks Grow Little 
in China in 2018
By Michael Herh

33 



South Korean money market 
funds (MMFs) attracted more 

than 20 trillion won (US$17.60 billion) 
this year.

The amount of capital that flew 
into the MMFs totaled 23.98 trillion 
won (US$21.10 billion) from Jan. 1 to 
March 13 this year, according to the 
Korea Financial Investment Association 
(KOFIA) on March 17. The amount of 
MMFs set up increased a whopping 26.7 
percent in two months to 113.07 trillion 
won (US$99.62 billion) from 89.63 
trillion won (US$78.97 billion) at the 
end of last year.

This is because stock investors’ 

confidence have weakened, with the 
benchmark KOSPI index going at a 
snail's pace after rising for a while 
earlier this year, and demands for short-
term investment vehicles have increased

A MMF is an investment vehicle 
for investors who need to cash out 
at their pleasure and have not found 
where to put money into in a short term. 
Generally, the size of MMFs increases 
when there is uncertainty in the financial 
market and investors’ uneasiness grows.

For the same reason, money flew 
out of the domestic equity-type funds 
and equity-oriented balanced funds this 
year. There has been a net outflow of 

368.50 billion won (US$324.67 mil-
lion) of money from the domestic equi-
ty-type funds and 116.60 billion won 
(US$102.73 million) from the equity-
oriented balanced funds since the begin-
ning of the year, according to financial 
market tracker FnGuide. In particu-
lar, equity-type funds saw 429.90 bil-
lion won (US$378.77 million) worth of 
money flow out over the past month as 
the KOSPI has been slowed. 

South Korean asset management 
firms saw their combined assets 

surpass 1,000 trillion won (US$883 bil-
lion) for the first time last year. How-
ever, their net profit took a hit.

The combined assets under man-
agement of 243 asset managers totaled 
1,018.70 trillion won (US$899.51 bil-
lion) as of the end of last year, up 
7.3 percent from 949.60 trillion won 
(US$838.50 billion) at the same period 
a year earlier, according to the Financial 
Supervisory Service (FSS) on March 
13. It is the first time for year-end assets 
under management in South Korea to top 
1,000 trillion won (US$883 billion).

More specifically, the amount of pri-

vate equity funds jumped 42.40 trillion 
won (US$37.26 billion) to 333.20 trillion 
won (US$293.33 billion), while that of 
real estate funds and special asset funds 
grew 15.40 trillion won (US$13.60 bil-
lion) and 13.50 trillion won (US$11.92 
billion), respectively.

As of late December, the number of 
asset management firms in South Korea 
totaled 243, with 28 new players added 
over the year.

However, their net profit rather 
shrunk. The net profit of asset manage-
ment companies came to 606 billion won 
(US$535.10 million) last year, down 
1.4 percent from 614.70 billion won 
(US$542.78 million) from a year earlier.

In particular, only 146 firms showed 
a surplus as of the end of last year, while 
as much as 97 companies recorded a 
loss. Nearly half of private equity fund 
management firms experienced the 
slump in profit as 80 out of 169 compa-
nies incurred losses last year.

The soundness showed a falling trend 
as well. The return on equity (ROE) 
stood at 10.2 percent last year, down 1.4 
percent points from 11.6 percent a year 
ago. 

South Korean money market funds (MMFs) attracted 
more than 20 trillion won (US$17.60 billion) this 
year as investor confidence in the stock market has 
weakened.

The combined assets under management by South 
Korean asset management firms surpassed 1,000 
trillion won (US$883 billion) for the first time last 
year.

Due to Growing Anxiety about Local Stock Market 

S. Korea’s Money Market Funds Gain  
Net Inflows of 24 Tril. Won
By Yoon Young-sil

Assets Under Management Surpass 1,000 Tril. Won 

S. Korean Asset Management Firms 
Struggle with Deficit in 2018
By Yoon Young-sil
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The South Korean govern-
ment will cut the tax for trad-
ing stocks listed in the main 

KOSPI and secondary KOSDAQ mar-
kets and unlisted stocks by 0.05 percent-
age point within this year.

The government had been cautious 
on lowering the tax rate for stock 
transactions, but finally decided to lower 
it within this year.

The  government ' s  dec i s ion  i s 
intended to expand investment in 
venture  companies  and faci l i ta te 
recovery of  venture  investments , 
according to a plan jointly announced by 
the Ministry of Economy and Finance 
and the Financial Services Commission 
on March 21.

The cut will lower the current stock 
trade tax on shares listed on the KOSPI 
and KOSDAQ markets and non-listed 

shares by 0.05 percentage point. The 
transaction tax on shares listed on the 
country’s smallest bourse Korea New 
Exchange (KONEX) will be pushed 
down by 0.2 percentage point in order 
to activate its function as the market 
to recover investment funds, including 
venture capital.

More specifically, the authorities 
wi l l  mainta in  the  specia l  tax  for 
rural development levied on KOSPI 
transactions at 0.15 percent and cut 
the stock trade tax by 0.05 percentage 
point from 0.15 percent to 0.1 percent, 
which will bring the combined tax on 
KOSPI transactions from 0.3 percent 
to 0.25 percent. The stock trade tax on 
the KOSDAQ and KONEX markets, 
which do not have the special tax for 
rural development, will be reduced from 
0.3 percent to 0.25 percent and from 0.3 

percent to 0.1 percent, respectively. The 
tax rate for non-listed stocks will be cut 
from 0.5 percent to 0.45 percent.

The government will also push 
ahead with the financial tax system 
advancement plan in its bid to support 
innovative growth by vitalizing the 
capital market and improve international 
convergence of the tax code on the 
capital market. In the short term, it will 
allow investors to annually calculate 
income on capital gains of local or 
foreign shares upon investment losses. 
The change will allow investors to add 
up all losses and profits from various 
financial investment products and 
calculate them before being taxed on 
income. This will be applied to stocks 
to be transferred after Jan. 1, 2020, by 
investors who are subject to pay the 
transfer tax.   

To Stimulate Venture Investment and Facilitate Recovery of Funds

S. Korea to Lower Stock Trade Tax by 0.05 
Percentage Point Starting This Year
By Yoon Young-sil

The South Korean government will cut the tax for trading listed and unlisted stocks by 0.05 percentage point within this year.
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Global investment banking 
(IB) companies headquar-
tered in Hong Kong, includ-

ing J.P. Morgan, are visiting South Korea 
for talks with South Korean financial 
companies before the official auction for 
NXC Corp. starts. They are discussing 
a financing structure with local finan-
cial companies as the sale price for the 
nation's largest game developer is esti-
mated at 15 trillion won (US$13.20 bil-
lion) and acquisition financing alone 
is expected to surpass 7 trillion won 
(US$6.16 billion).

The working groups of five to six 
global IB companies which have their 
Asia-Pacific investment headquarters in 
Hong Kong, such as J.P. Morgan, Cred-
it Suisse and BNP Paribas, have visited 
South Korea and contacted South Korea’s 
commercial banks and securities firms, 
according to merger and acquisition 
(M&A) industry sources on March 17. 

They have discussed ways to join hands 
and arrange acquisition financing with 
domestic financial companies before the 
official auction opens for the sale of NXC 
Corp. next month.

Nexon Group has put its 98.64 
percent stake in its holding company, 
NXC Corp., up for sale and bidders are 
conducting a due diligence on it. After 
the due diligence, Deutsche Bank, the 
manager of the deal, is planning to begin 
the official auction, possibly next month, 
and strategic investors, including Kakao 
and Tencent, and large private equity 
fund (PEF) management companies, 
such as MBK Partners, KKR and Bain 
Capital, are forecast to participate in it.

The problem is the huge price of the 
deal estimated at up to 15 trillion won 
(US$13.20 billion). The amount can vary 
depending on the structure of financing 
and the method of the sale but the IB 
industry estimates the size of acceptance 

financing at 7 trillion won to 8 trillion 
won (US$6.16 billion to US$7.04 bil-
lion). An official from the IB industry 
said, “This is an attractive deal because 
we can earn more than 200 billion won 
(US$175.98 million) a year in interest 
income even when the lending interest 
rate is set at as low as 3 percent. How-
ever, it is impossible to invest trillions 
of won in a gaming firm which does not 
have tangible assets that can be offered 
as collaterals. Domestic financial firms 
cannot even objectively predict the future 
of Nexon Group 10 years later.”

The book value of NXC’s intangible 
asse ts  s tood a t  1 .11  t r i l l ion  won 
(US$977.30 million) at the end of 2017, 
while that of its land holdings and 
buildings among its tangible assets was 
only 269.80 billion won (US$237.40 
million). It is a difficult situation for 
South Korean financial firms, which give 
out mostly security loans, to hastily make 
a large investment.

Global IB firms are seeking to take 
advantage of such a weakness. They are 
proposing that acquisition financing be 
divided into two trenches – Korean won 
and foreign currency – and domestic 
financial companies take responsibility 
for  f inancing in  Korean won and 
foreign IB companies for  foreign 
currency financing as nearly 70 percent 
of Nexon’s sales are from the global 
markets.

Another variable is whether China’s 
largest gaming firm, Tecent, will join 
the bid or not. If Tencent participates 
in the bidding, it can reignite interest 
in the deal which has slightly vanished. 
There is also a possibility that Tencent, 
which has deep pockets, will reshape the 
financing structure by attracting Chinese 
IB companies.   

Acquisition Financing Expected to Surpass 7 Tril. Won.

Global IB Firms Eying on Sale  
of NXC Corp. Valued at 15 Tril. Won
By Yoon Young-sil

Global investment banking (IB) companies are seeking to provide acquisition financing to the bidders for NXC 
Corp., the holding company of Nexon Group.
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Corporate bond issuance totaled  in January, reaching a record high in six years.

Issuane of ordinary corporate bonds xceeded 5 trillion 
won (US$4.45 billion) in January, reaching a record 
high in six years. Businesses actively sought to secure 

funds to brace for an economic slowdown.
The Financial Supervisory Service (FSS) announced on 

Feb. 28 that the amount of corporate bonds issued in January 
this year came to 13.31 trillion won (US$11.85 billion), up 
55.8 percent from the previous month. In particular, the amount 
of corporate bonds issued by ordinary companies showed a 
whopping 1,172.4 percent increase to 5.85 trillion won 
(US$5.21 billion). This was the largest monthly ordinary bond 
issuance figure in six years and three months after the 6.44 
trillion won (US$5.73 billion) recorded in October 2012. The 
biggest reason for bond issuance was to secure operating funds 
(3.23 trillion won or US$2.87 billion), followed by refinancing 
(2.52 trillion won or US$2.24 billion).

By maturity, long-term bonds with more than five years 
amounted to 3.80 trillion won (US$3.38 billion), while medium-
term bonds totaled 2.05 trillion won (US$1.83 billion). By 

rating, bonds with over AA ratings accounted for 81.2 percent of 
the total with 4.75 trillion won (US$4.23 billion).

By company, Shinhan Bank topped the list with 1.50 
trillion won (US$1.34 billion), followed by CJ CheilJedang 
and Hyundai Steel with 700 billion won (US$622.78 million) 
each, SK Incheon Petrochem with 600 billion won (US$533.81 
million), Hana Bank with 598.20 billion won (US$532.21 
million) and Mirae Asset Daewoo with 500 billion won 
(US$444.84 million).

An official from the FSS said, “The issuance of corporate 
bonds surged as three factors coincided – companies’ move to 
raise financing to tide over the ongoing economic slowdown, 
the decrease in market interest rates and the resumption of fund 
operation by institutional investors.”

However, the amount of stocks issued by companies stood at 
246 billion won (US$218.86 million), down 61.2 percent from 
the previous month, while that of initial public offering (IPO) 
dropped by 59.3 percent to 128.90 billion won (US$114.68 
million).   

Ordinary Corporate Bond Issuance Hits Six-year High in Jan.

Companies Actively Issue Bonds  
to Prepare for Economic Slowdown
By Yoon Young-sil

MONEY
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Shareholder Activism Drives Growth of Dividend Payment 

Dividend Payouts by S. Korea’s Top 5 
Business Groups Grow 10 Tril. Won  
over Last 5 Years
By Michael Herh

The amount of cash dividends paid by the top five 
business groups in South Korea surged by more than 
10 trillion won (US$8.94 billion) over the last five 

years. As the era of shareholder activism has dawned on the 
country, the size of dividend payouts is expected to grow steadi-
ly.

The total amount of dividends paid by 53 listed firms under 
the country’s top five business groups, including Samsung, 
Hyundai Motor, SK, LG and Lotte, which announced their 
dividends until Feb. 26, stood at 18.70 trillion won (US$16.71 
billion), up as much as 10.87 trillion won (US$9.71 billion), or 
138.7 percent, from 7.83 trillion won (US$7 billion) in 2014, 
according to financial market researcher FnGuide on Feb. 27. 
The figure has more than doubled over the past five years. It 
has also increased by a whopping 4.54 trillion won (US$4.05 
billion), or 32 percent, in one year from 14.17 trillion won 
(US$12.66 billion) in 2017.

The total amount of dividends last year is estimated to reach 
20 trillion won (US$17.87 billion), including companies which 
have not decided the size of dividends yet.

Samsung Group paid out the most dividends among the top 
five business groups. The amount of the group’s dividends last 
year came to 11.69 trillion won (US$10.44 billion), showing 
a 194 percent growth in five years. Samsung Electronics paid 
out 9.62 trillion won (US$8.60 billion) of dividends last year, a 
triple increase compared to 2014 and a record high. The amount 
of Samsung Electronics’ consolidated cash holdings grew by 
24.7 percent on year to 104.21 trillion won (US$93.13 billion) 
last year, surpassing the 100 trillion won (US$89.37 billion) 
mark for the first time.

The total amount of SK Group’s dividends stood at 2.90 
trillion won (US$2.59 billion) last year, up 172.3 percent from 
2014, reaching a record high. It is the second biggest figure after 
Samsung Group. SK Hynix increased its dividends by nearly 
five times from 218.40 billion won (US$195.17 million) in 2014 
to 1.03 trillion won (US$916.89 million) in 2018 thanks to the 
semiconductor boom.

Hyundai Motor Group saw its dividends rise by 21.5 percent 
to 2.14 trillion won (US$1.92 billion) last year compared to 
2014. The figure was similar with 2.05 trillion won (US$1.83 
billion) a year earlier. No company had a significant growth in 
dividends due to the worsening performance of the group as a 

whole, except for Kia Motors.
However, the group is forecast to expand its dividends 

starting from this year as U.S. hedge fund Elliott has been 
strongly demanding the expansion of dividends and exercising 
the shareholder rights. Elliott has strongly urged Hyundai Motor 
to pay out 4.50 trillion won (US$4.02 billion) of dividends, 
which is more than three times the group’s net profits, and 
shareholdersto vote for its proposal for higher dividends at the 
shareholders' general meeting to be held next month. Hyundai 
Mobis also announced on Feb. 26to pursue a shareholder 
return policy worth 2.60 trillion won (US$2.32 billion) in total, 
including 1.1 trillion won (US$983.02 million) of dividends and 
1 trillion won (US$893.66 million) of the purchase of treasury 
stocks, for three years.

The total amount of dividends paid by LG Group and Lotte 
Group last year came to 1.31 trillion won (US$1.17 billion) and 
656.90 billion won (US$587.04 million), respectively, up 45.6 
percent and 422.9 percent. LG Group had a relatively lower 
growth in dividends because of poor performance of some 
affiliates. LG Display decided not to pay out any dividends last 
year for the first time in five years.

The investment banking (IB) industry expects that the 
country’s top five business groups will continuously boost their 
dividend payouts because the figures are still much lower than 
those of foreign companies.   

The amount of cash dividends paid by Korea's top five business groups surged by 
more than 10 trillion won (US$8.94 billion) over the last five years.
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Global ICT Giants Investing in Insurtech

S. Korean Insurance Firms Frustrated  
by Financial Regulations on Insurtech
By Yoon Young-sil

South Korea’s financial regulations are hampering 
insurers’ efforts to secure a next growth engine.

Global companies based on information and com-
munications technology (ICT), such as Google, Alibaba and 
Tencent, are making an aggressive investment in insurtech, 
which refers to the use of technology innovations to the 
insurance industry. These companies are crossing boundar-
ies between industries, benefiting from eased regulations and 
expanding the insurance market.

The amount of investments in the global insurtech market 
greatly increased from US$370 million (418.29 billion won) 
in 2012 to US$2.21 billion (2.50 trillion won) in 2017. The 
Chinese insurance industry is known to have successfully 
created new profit models using healthcare services worldwide. 
Chinese internet giants’ healthcare service business expansion 
and the Chinese government’s support have led the growth of 
the Chinese insurance market.

ZhongAn Online P&C Insurance Co., a Chinese online-
only insurance company, joined hands with IT giant Tencent 
to launch “Diabetes Policy” in 2015, which reflects diabetics’ 
health conditions in insurance premiums. The product is a profit 
model connecting blood glucose monitoring devices, medical 
information transmission, big data establishment and telemedi-
cine. China’s Allianz also developed “Kaishi,” which check 
the health state of mothers-to-be and babies through a digi-
tal device. It collects information on babies’ health conditions 
through a digital device and checks information on the nutrition 

and health status of mothers-to-be through real-time telemedi-
cine.

Various new products are pouring into the U.S. market, 
which is considered the sacred place for insurtech and healthcare 
startups, every year. UnitedHealthcare’s Motion is a wearable 
device which helps participants track steps, set goals and earn 
1.10 million won (US$973) per year by meeting certain daily 
walking goals. Lapetus Solutions, Inc. is now developing a 
product that compute insurance premiums by analyzing the age 
and body mass index (BMI) of insurance policy holders through 
their selfies as the company believes that selfies are more useful 
to analyze health risks than actuarial hypothesis.

Japan has succeeded in commercializing healthcare 
services early. Dai-ichi Life Insurance released “Ken Kou Dai-
ichi (Health First)” in 2017. This is a smartphone app which 
analyzes health information of users, such as age, BMI, amount 
of smoking and drinking, and set up a goal. It also offers 
incentives when users meet their certain goals. Sumitomo Life 
Insurance has joined hands with IT giant SoftBank to establish 
a platform for the collection of health-related data and develop 
related products.

Telstra, the biggest mobile network in Australia, has 
promoted the healthcare industry as its new growth engine 
and developed an integrated healthcare product that connects 
patients to doctors, doctors to service suppliers, and services and 
information at the right time.

Foreign insurance companies have been launching various 
insurance products combining healthcare services in the global 
market. However, domestic insurers have been unable to do so 
due to regulations. In fact, it would be a win-win if insurance 
companies reduce premiums for customers who work out hard 
to lower the chances of insurance payment. But this possibility 
has remained unrealized for years with financial authorities 
unwilling to come forward to untangle the complicated 
problems among ministries and interest groups.

An official from the life insurance industry said, “Under 
the current circumstances, insurance companies and startups 
can’t but shoulder legal risks in order to enter the healthcare 
market. They are providing just a very basic level of healthcare 
services.” The government said it would come up with a 
“manual on healthcare based on non-medical services” shortly 
and revise related guidelines in September so that insurance 
policy holders can be offered high-priced wearable devices. 
However, insurers have already run out patience.   

Korean insurerers are frunstrated by financial authorities' failure to ease regulations 
on insurtech, which is growing rapidly in advanced countries with the participation 
of global ICT companies, such as Google, Alibaba and Tencent.
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The new contract  rat io of 
domestic life insurance com-
panies has fallen below 10 

percent. The ratio indicates the share of 
new policyholders in a life insurer’s total 
subscribers.

The metric has continued to drop 
since 2010 when it fell below 20 percent 
for the first time. The steady decline is 
attributed to the over-saturation of the 
Korean life insurance market and young 
people in their 20s and 30s turning away 
from social safety net type of insurance 
policies. It took less than 10 years for the 
10 percent line to collapse.

Life insurance companies, who 
already face regulatory challenges in 
pushing for innovative growth, now 
face another burden in addition to the 
pressure for recapitalization with the 
upcoming implementation of IFRS17.

Acco rd ing  t o  t he  Korea  L i f e 
Insurance Association, the average 

new contract ratio of domestic life 
insurance companies was 9.74 percent 
as of November 2018. The ratio is the 
percentage of the new insurance contract 
value divided by the existing contract 
value; a decrease in this rate means the 
company has difficulty in attracting new 
policyholders.

As life insurance contracts are, unlike 
non-life insurance products, long-term 
products and are not mandatory, the 
new contract ratio shows the level of 
interest in life insurance among potential 
policyholders and the future growth 
potential of the life insurance industry 
in general. The life insurance industry is 
facing a grim outlook as the new contract 
ratio is unlikely to recover the 10 percent 
range.

The drop in the metric is attributed 
to young people in their 20s and 30s 
not being able to afford insurance due 
to unemployment and low wages. 

According to the Korea Insurance 
Development Institute, the number of life 
insurance policy subscriptions by people 
in their 20s and 30s plunged from 23.2 
million in 2013 to 20.65 million to 2017. 
Although there was no final count, the 
figure is estimated to have fallen below 
20 million in 2018.

Life insurers are trying to reach the 
younger generation with “mini” policies 
that have less coverage with a cheaper 
premium, but they are facing an uphill 
battle due to the dropping economic 
power of the younger generation. An 
official at a life insurance company said, 
“If the younger generation turns away 
from a social safety net type of private 
insurance, their dependence on public 
insurance grows. This may ultimately 
lead to an increase in government 
spending. It is necessary to foster 
private insurance to complement public 
insurance.”   

Young People Turn Away from Life Insurance 

Over-saturation of Life Insurance Market 
Leads to Drop in New Contract Ratio
By Yoon Young-sil

Domestic life insurance companies are having difficulty in attracting new customers due to market saturation and young people's shallow pockets.
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The size of the insurance mar-
ket for migrant workers in 
South Korea has doubled 

in less than 10 years. The current law 
requires foreign employees who reside 
in the country and the employers who 
hire them to take out the insurance pol-
icies exclusively designed for foreign 
workers.

The amount of annual insurance 
payments by migrant workers and their 
employers increased from 225.70 bil-
lion won (US$199.03 million) in 2011 
to 396.46 billion won (US$349.61 mil-
lion) in 2018, according to Samsung 
Fire& Marine Insurance Co. on March 
25. There are four types of migrant work-
ers insurances – departure guarantee 
insurance and guarantee insurance which 
guarantee wages and severance pay to be 
paid to foreign employees by employ-
ers, personal injury insurance which 

guarantees foreign workers’ non-business 
risk of injuries during a work period, 
and return cost insurance which covers 
expenses for going back to their home 
countries.

Unde r  t he  cu r r en t  ac t  on  the 
employment  of  fore ign  workers , 
all employers and foreign workers, 
especially those who has a E9 or H2 
visa, are obliged to be insured. Violators 
would be punished by a fine of up to 5 
million won (US$4,400).

As the number of migrant workers in 
South Korea is on the rise and the gov-
ernment is tightening the enforcement of 
the relevant regulations, the number of 
migrant workers insurance policy hold-
ers and the amount insured is growing 
as well. The number of foreign employ-
ees who took out a departure guarantee 
insurance stood at 240,907 as of last 
year. The departure guarantee insur-

ance had the most number of subscrib-
ers among departure guarantee insur-
ance, guarantee insurance, personal 
injury insurance and return cost insur-
ance. Currently, the number of migrant 
workers insurance policy holders came to 
243,723 as of the end of last year, which 
was 99 percent of the total. The figure 
grew about 100,000 compared to 2011. 
The amount of foreign employees’ depar-
ture guarantee insurance fees totaled 364 
billion won (US$320.99 million) as of 
last year, which accounted for 92 percent 
of the total.

However, it is hard for insurance 
companies to expect a profit. A num-
ber of insurance companies have start-
ed operating products in a consortium 
form with the introduction of mandatory 
migrant workers insurances in 2006 but 
Samsung Fire is practically the only one 
operating the products with a 95 per-
cent share now due to the profit issue. 
Samsung Fire runs a departure guarantee 
insurance, personal injury insurance and 
return cost insurance, while Seoul Guar-
antee Insurance Co. operates a guarantee 
insurance.

This is why some raise doubts on if 
there is a problem with the process of 
competitive open bid which is conducted 
by the Ministry of Employment and 
Labor  and the  Human Resources 
Development Service of Korea once 
every two years. However, there is 
no additional insurer who wants to 
jump into the market. An official from 
Samsung Fire said, “We have added 
more services, such as an official website 
for employers and a mobile application 
which supports 16 languages for foreign 
workers at the end of last year in order to 
enhance convenience.”   

Samsung Fire Is the Sole Insurer for Migrant Workers 

S. Korea’s Insurance Market for Migrant 
Workers Doubles Within 10 Years
By Yoon Young-sil

The insurance market for migrant workers in South Korea has doubled in less than 10 years.
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South Korea’s information technology (IT) exports have 
continuously decreased over the last five years when 

semiconductors are excluded.
The amount of IT exports, except for semiconductors, 

peaked in 2013 and then fell for five years in a row, according 
to the data on IT industry exports between 1996 and 2018 
compiled by the Korea Economic Research Institute (KERI).

South Korea’s IT industry exports had grown 7.9 percent 
a year on average from US$41.2 billion 1996 to US$220.40 
billion in 2018.

Excluding semiconductors, however, the amount of IT 
exports totaled US$92.20 billion in 2018, falling to the level 
before 2010. The figure has been on the decrease after it peaked 
at US$115.50 billion (131.27 trillion won) in 2013.

There are only five items, excluding semiconductors, 
among the 20 IT products which have shown growth in exports 
until recently. They include printed circuit boards (PCBs) and 
measurement instruments. The five items, however, accounted 
for a mere 8.2 percent of the total IT exports last year.

In addition, exports of flat panel displays, one of the major 
IT export items, also fell significantly. They recorded US$39.30 

billion (44.66 trillion won) in 2013, taking up 7 percent of the 
total exports, but the figure fell to US$27.80 billion (31.59 tril-
lion won) last year. Cellular phone exports have halved over the 
last three years and amounted to US$14.60 billion (16.59 trillion 
won) last year.

Samsung Electronics has warned investors of a negative 
earnings surprise for the first time since its inception 50 

years ago. “Our Q1 performance, affected by adverse display 
and memory chip market conditions, is likely to be less than 
market expectations,” the company said on March 26.

When it comes to display, it said that the global LCD panel 
demand was low due to seasonal factors and Chinese display 
panel manufacturers increased their supply based on facility 
expansion, which led to a steeper-than-expected drop in price. 
“Major clients reduced their demand for flexible OLED panels 
and price competition with LTPS LCD panels went on, resulting 
in a drop in profitability,” it explained. Regarding its memory 
chip business, it said major products’ prices fell more than 
expected in the low season.

Samsung Electronics’ Q1 earnings announcement is sched-
uled for April 5. The company’s pre-earnings announcement 
explanation on March 26, which is without precedent, is regard-
ed as a forewarning for investors with securities companies’ 
performance estimates for the company still quite high. Ear-
lier, the company made similar remarks during its Q4 earnings 
announcement early this year in order to explain why its perfor-
mance fell short of market expectations. 

South Korea’s information technology (IT) exports, excluding semiconductors, 
decreased last year for the fifth consecutive year.

Samsung Electronics announced on March 26 that its Q1 performance is likely to 
fall short of market expectations.

Non-semiconductor IT Exports Fall to Pre-2010 Level 

S. Korea’s IT Exports Decrease for 5 Consecutive Years  
When Semiconductors Are Excluded
By Kim Eun-jin

The First Time in 50 Years 

Samsung Electronics Warns 
Investors of an Earnings Shock
By Kim Eun-jin
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Core Tests for Galaxy S10 5G Completed

SK Telecom Ready to Provide Advanced 
5G Services
By Kim Eun-jin

SK Telecom announced on March 25 that it has com-
pleted core tests for mass production of the Galaxy 
S10 5G. 

Over the past two months, SK Telecom tested a wide range 
of items, including 5G network-smart phone interworking 
tests, interface verification and frequency compatibility, at the 
5G device test lab in its Bundang Building and in commercial 
fields. The mobile carrier also carried out scenario-based tests 
by creating more than 100 virtual environments using special 
equipment at the lab.

A smartphone can be released only after  passing 
performance tests at a 5G device test lab and on a commercial 
network. This is why the process is called the final step to 
commercialization. The completion of the core test will pave 
the way for the world's first 5G smartphone to be officially 
launched.

In the next step, SK Telecom will conduct inspections of 
mass-produced products this week. Through the inspections, 
the company will prepare the launch of the first 5G smartphone 
without any problem. Moreover, SK Telecom is ready for the 
launch of the Galaxy S10 5G with additional 5G technologies 

such as three-stage combination technology that elevates 
speed and 5G media compression technology to reduce data 
consumption.

On top of that, SK Telecom has built 5G Biz Platform 
in a server to support the early launches of 5G services and 
specialized products. 5G Biz Platform is designed to make 
it easy to develop tailor-made 5G products and services for 
customer groups, time, location and conditions.

SK Telecom will preemptively upgrade Tango, an artificial 
intelligence network of its own development in line with the 
5G era and commercialize it in 5G base stations and switching 
centers for 5G smartphones. Tango analyzes big data generated 
from base stations nationwide and solves problems by 
optimizing communication quality such as antenna direction 
and coverage in real time and predicting the factors of quality 
change such as a traffic surge. Tango 5G has advanced machine 
learning and big data analysis technology to meet 5G networks 
that require two or three times more base stations than LTE 
networks. This technology enables SK Telecom to provide 
high-quality network services to customers from the time of the 
commercialization of the first 5G smartphone. 
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GlobalFoundries Puts Another Fab in Singapore up for Sale

Samsung Electronics May Benefit from 
GlobalFoundries' Fab Sales
By Kim Eun-jin

GlobalFoundries, the world's 
third-largest semiconduc-
tor foundry, is looking for 

a buyer for its 300 mm fab (Fab 7) in 
Woodland, Singapore, Taiwan's Digi-
times has reported. The report came 
in less than two months after the U.S. 
foundry signed a contract to sell its Fab 
3E in Singapore to Vanguard Internation-
al Semiconductor (VIS) in Taiwan.

Market watchers’ focus is on Sam-
sung Electronics. Digitimes named Sam-
sung Electronics as a potential buyer, 
together with a Chinese semiconductor 
company. Samsung Electronics has been 
mentioned every time news of semicon-
ductor-related M&As is broken because 
it is sitting on a 100 trillion won cash 
mountain and has been seeking to shore 
up its non-memory business.

However, Samsung Electronics has 
no reason to acquire the fab from Global-
Foundries as it is ahead of others in semi-
conductor technology, industry watchers 
say. If Samsung decides to take over the 
fab, its goal is to secure a customer base 
rather than increase its production capac-
ity, they say. "GlobalFoundry’s Singa-
pore fab is not a very attractive target," 
said an analyst. “This is because the fab 
does not have big corporate customers 
like U.S. fabs.”

On the contrary, if the third-ranked 
foundry is dismantled into separate fab 
units, it would benefit second-ranked 
Samsung Electronics as the Korean tech 
giant can widen its gap with followers. 
Market researcher IBS said that in 2018, 
Samsung Electronics' foundry share 
stood at 14.9 percent, larger than 8.4 per-
cent of GlobalFoundries.

Analysts say that the UAE, which 

own GlobalFoundries, have decided to 
sell off its fabs in separate units after 
finding that neither Samsung Elec-
tronics nor SK Hynix are interested 
in acquiring the whole of the foundry. 
Mohamed bin Zayed bin Sultan Al-
Nahyan, crown prince of Abu Dhabi, 
met with Lee Jae-yong, vice chairman 
of Samsung Electronics, and Chey Tae-
won, SK Group chairman, during his 
visit to Korea on Feb. 26-27 to sound 
out about the sale of GlobalFoundries, 
but no deal was made. Since then, ana-
lysts say, the crown prince switched 
to selling the foundary after dividing 

it into pieces. The crown prince owns 
more than 90 percent of GlobalFound-
ries.

The proposed sale of GlobalFound-
ries has spawned skepticism among 
semiconductor experts about the fully 
depleted sillicon on insulator (FD-SOI) 
technology, which has been considered 
to be GlobalFoundries' competitiveness. 
Some semiconductor engineers point out 
that unlike what is known, FD-SOI tech-
nology could have some problems.

A Samsung Electronics official said 
that the company would not respond to 
any M&A rumors. 

GlobalFoundries, the world's third-largest semiconductor foundry, is looking for a buyer for its 300 mm fab 
(Fab 7) in Woodland, Singapore.
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Top Executives Say M&As Under Way 

Samsung Electronics Pushing to 
Acquire High-tech Companies

Samsung Promotes Automotive 
Semiconductors 

Samsung Electronics'  
Self-Driving Car Video on 
YouTube Spawns Speculations

Samsung Electronics announced on March 20 that it 
would push for mergers and acquisitions (M&As) this 

year to look further afield for growth. The electronics giant has 
a cash mountain of over 100 trillion won and faces a growing 
need to take over overseas high-tech companies for its future 
growth in the non-memory semiconductor market and the 5G 
sector.

“In today’s Industry 4.0 era, we are making preparations 
with every possibility open, including M&As for new busi-
nesses as well as better utilization of internal resources for sus-
tainable growth,” said Samsung Electronics vice chairman Kim 
Ki-nam.

Ko Dong-jin, head of the IM Division also said that his 
division is currently moving ahead with plans for 5G-related 
M&As and will continue to push for acquisitions in the future.

At present, Samsung Electronics is leading the global mem-
ory chip market, yet it is not a leading company in the non-
memory sector. This year, the company’s M&A activities are 
likely to occur in the latter. Samsung Electronics was recently 
mentioned as a potential buyer of GlobalFoundries and NXP. 
GlobalFoundries announced that it is not up for sale. Samsung 
Electronics officially denied the possibility of its acquisition 
of NXP. Xilinx, an American system-on-chip manufacturer, is 
being mentioned as a target of Samsung Electronics, too. 

Samsung Electronics has recently posted a promotional 
video of a self-driving car on YouTube, spawning speculations.

The global semiconductor giant released a video titled 
“Samsung Automotive Memory Solution” on YouTube 

on March 21. The 60-second video describes autonomous driv-
ing technology.

Some observers say that it hints at the possibility of 
Samsung entering the autonomous driving car business. The 
video shows that an autonomous driving car is started with a 
smart key and runs on roads in a city, using computer graphics. 
It makes Samsung Electronics looks as if it was an automaker 
developing future cars.

"Relationships between automobiles and drivers are 
evolving thanks to the recent development of advanced 
technology leading the automobile industry," a narrator says in 
the video.

The latter half of the video shows four types of semicon-
ductor products inside an autonomous driving vehicle. "As a 
leader in the advanced memory market, Samsung Electronics 
is contributing to the creation of the future of safe autonomous 
driving through cutting-edge parts and solutions," the narrator 
added. "This video introduces some of memory solutions for 
self-driving cars."

In the meantime, Samsung Electronics has denied 
speculations about its entry in the vehicle production. "We do 
not plan to engage in the automobile businesses such as electric 
cars and autonomous vehicles or acquire or merge with related 
companies," the company said in a message to employees last 
year with reference to the autonomous driving vehicle business. 

Samsung Electronics holds a shareholder meeting in Seoul on March 20.

An image capture of the video “Samsung Automotive Memory Solution: Enables 
the Future of Safe Autonomous Driving” released in the official YouTube channel of 
Samsung Electronics

By Michael Herh

By Kim Eun-jin
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Blockchain-based Mobile Services Available on Galaxy S10 

Samsung Electronics' Galaxy 
Smartphones Expected to Accelerate 
Blockchain Popularization
By Kim Eun-jin

Starting with the Galaxy S10 released this year, Sam-
sung Electronics Co. has begun to introduce its own 
blockchain wallet in the Galaxy series. Samsung’s 

move is fueling expectations that cryptocurrency payment and 
remittance services will be popularized. Moreover, the popular-
ization of services like “COSMEE,” a blockchain-based beauty 
social media platform, is expected to pick up speed through 
“Samsung Blockchain Keystore,” which enables users to safely 
keep a “private key” that is required to use blockchain-based 
mobile services, or decentralized applications (DApps).

Samsung Electronics introduced a total of four services, 
including Coinduck, COSMEE, Enjin Coin and CryptoKitties, 
via a Galaxy S10 software update on March 8.

As the Ethereum-based payment service of Coinduck, a 
cryptocurrency payment service subsidiary of Chain Partners, 
has been installed on the Galaxy S10, users of the smartphone 
are now able to pay with cryptocurrencies at online and offline 
stores partnered with Coinduck. Coinduck commercialized 
“Coinduck Payment” in January 2018, allowing users to make 
a payment with Ethereum at offline stores for the first time in 
the world. The company currently has 1,000 affiliate members 
in Korea. The figure is larger than that of “Crypto Valley” in 
Zug, Switzerland.

CryptoKitties, an Ethereum-based collectible game, and 
Enjin Coin, a blockchain-based game project, have also 
become the first partners of the Galaxy S10. Previously, Sam-
sung Electronics announced technological partnership with 
Blue Whale Foundation, a global sharing economy platform, to 
expand the indie game ecosystem. In addition, the company is 
focusing on expanding game services which are considered to 
be killer services in the blockchain sector.

With Cosmochain, which operates COSMEE, Samsung 
Electronics is expected to revitalize the token economy eco-
system, which is a cryptocurrency reward system based on the 
blockchain technology. This is because the Galaxy S10 not 
only supports Ethereum but also a host of other ERC20 tokens 
issued by Ethereum.

Chang Sung-hoon, CEO of Rootone Soft, which operates 
cryptocurrency wallet “Bitberry,” said, “It is a very positive 
sign for the related industry that a global conglomerate, such 

as Samsung, has taken concrete action in blockchain. The num-
ber of actual cryptocurrency use cases will not significantly 
increase with Samsung Blockchain Keystore alone but the 
blockchain ecosystem can be expanded further if the company 
cooperates with services that connect businesses with users 
such as Bitberry.”

Some market experts say Samsung Electronics may be 
seeking for a “game changer” in the blockchain and cryptocur-
rency industry by forming various DApp ecosystems based 
on “Galaxy Store,” which integrates “Google Play Store” and 
its separate “Galaxy Apps” and “Gear Store.” It is part of a 
strategy not to repeat the same mistake that the company made 
before. Samsung Electronics had let Google and Apple domi-
nate the operating system (OS) and app store sectors, respec-
tively, though it made its smartphones global products in the 
mobile industry. 

Samsung Electronics' introduction of a blockchain wallet in the Galaxy S10 
smartphone is expected to accelerate popularization of cryptocurrency payment 
and remittance services.
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Blockchain incubators are becoming increasingly 
interested in game companies. With games based 
on blockchain platforms such as Ethereum and EOS 

appearing one after another, South Korean game companies 
are focusing on blockchain technology and working on related 
games as well.

For example, Hashed, one of the largest blockchain funds 
in South Korea, is currently attracting game companies with its 
Hashed Labs program for startups working on blockchain-based 
DApps. Hashed held a presentation session for game companies 
on Feb. 21.

Dunamu, which runs the cryptocurrency exchange Upbit, is 
accelerating its investment in blockchain game developers via 
its investment firm Dunamu & Partners. The investment firm 
has announced a plan to invest 10 billion won in blockchain 

games with Neptune and the investment has gone to Node 
Brick, NABU Studio, WAY2BIT and other companies.

This trend is worldwide. For instance, TRON, one of the top 
10 global blockchain projects in terms of cryptocurrency market 
cap, has launched the TRON Arcade as a blockchain game fund 
of US$100 million to invest in game companies.

TRON Foundation director Loy Liu visited South Korea 
in January this year to attend Korea Blockchain Game Show 
2019. “The ecosystem of the game industry is very similar to 
the blockchain-based token economy and game money and 
cryptocurrency have a lot of things in common,” the director 
said at that time, adding, “Especially, South Korean game 
developers are highly specialized in free-to-play and, as such, 
they are expected to come up with a number of killer blockchain 
games.” 

Investment in Blockchain-based Games Growing

Blockchain Giants are Increasing 
Investment in Game Industry
By Kim Eun-jin

Blockchain funds are becoming increasingly interested in game companies.
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As Samsung Electronics ush-
ered in the era of foldable 
phones by unveiling the Gal-

axy Fold, global smartphone makers are 
pushing to develop more advanced fold-
able phones.

For instance, Samsung Electron-
ics has patented a smartphone that can 
be worn on the wrist like a watch, and 
Apple is said to be preparing a foldable 
phone that can be folded in and out.

In 2018, Samsung Electronics filed a 
patent application with the World Intel-
lectual Property Organization (WIPO) 
for a smartphone technology that could 
be bended, according to LetsGoDigital, 
a Dutch online magazine specializing in 
information technology, on March 13. 
This patent was disclosed on March 7.

The report says the device can bend 
in one direction and curl up, allowing 
users to wear it on their wrist. When the 
flexible phone is fully unfolded, it shows 
an elongated display. A magnet is placed 
at both ends of the bendable smartphone 
to prevent it from falling off when it is 
worn on the wrist. Cameras are mounted 
on the front and back of the smartphone.

In addition, Samsung Electronics is 
reportedly developing two new foldable 
phone models – an out-folding model 
and a smartphone that can be vertically 
folded.

Apple is expected to release a fold-
able iPhone this year. Apple is acceler-
ating the development of the foldable 
iPhone by receiving a flexible display 
sample from Samsung Display. The dis-
play for the foldable iPhone is 7.2 inches, 
which is 0.1 inch smaller than the Sam-
sung Galaxy Fold’s display (7.3 inches). 
Apple filed a patent on the foldable 

phone with the U.S. Patent Office in Feb-
ruary. The patent document depicts the 
foldable iPhone which is not horizontally 
folded like those of Samsung Electronics 
and Huawei but is vertically folded. In 
particular, it can be folded in and out.

As Samsung Electronics and Huawei 
announced their plans to launch Android 
operating system (OS)-powered fold-
able phones and Apple began to develop 
its foldable phone, the foldable phone 
market is expected to grow faster than 
expected by many experts.

As consumers began to be tired of 
using their bar-type smartphones, if a 
foldable phone of a reliable brand comes 

out, it can quickly replace old bar-type 
smartphones. However, the key is wheth-
er smartphone makers will be able to 
lower the prices of their foldable phones 
to reasonable levels.

Samsung Electronics and Huawei are 
trying to lower the price barriers. "We 
will lower prices of foldable phones to 
about 1,000 euros in a year or two," CEO 
Richard Yu of Huawei said in a recent 
interview with foreign reporters. "I 
believe that foldable phones will become 
the mainstream of the smartphone mar-
ket." Huawei's first foldable phone, the 
Mate X, costs 2,299 euros (about 2.93 
million won). 

Samsung Patents Watch-like Bendable Phone

Smartphone Makers 
Working on Diverse 
Types of Foldable Phone
By Kim Eun-jin

A 3D render of a bendable smartphone that 
Samsung Electronics has patented

A Move to Expand Foldable Phone Market 

Samsung Electronics Developing Outfolding  
and Vertical Foldable Phones

Samsung Electronics, which has 
unveiled its first foldable phone 

Galaxy Fold, is reportedly develop-
ing different types of foldable phone. 
It seems to be preparing to expand its 
share of the foldable phone market.

According to Bloomberg on March 
6, Samsung Electronics is developing 
two types of foldable phone: an out-
folding type and a vertical folding type.

The vertical folding type, which is 
similar to the folder phone used in the 
past, is likely to be released at the end of 
this year or early next year.

The out-folding type, which is the 
same as Huawei’s Mate X, is expect-

ed to be released after 2020. The out-
folding method is advantageous in that 
it does not require additional display 
because it folds the main display and 
uses it as a cover screen. As a result, the 
Mate X has earned positive reviews for 
being thin. 

Huawei's out-folding foldable phone Mate X

By Kim Eun-jin
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Korea is expected to have 
bragging rights as the first 
country to successfully 

commercialize 5G telecommunications 
in the world. Korea’s launch of 5G tele-
communication services is schedule 
for April 5. Korea will launch 5G ser-
vices with a 5G smartphone and a 5G 
monthly plan about a week earlier than 
its competitor, the United States. Ini-
tially, Korea aimed to launch 5G com-
mercialization in March, but the launch 
has been postponed due to a lack of a 
dedicated 5G terminal and a monthly 
fee system. However, if commercial 5G 
services take place on April 5 in Korea, 
Korea will be the world's first country to 
commercialize 5G services as desired by 
the government.

The Samsung Galaxy S10 5G (SM-
G977N) model passed a conformity test 
as a broadcasting and telecommunication 
device, said the National Radio Research 
Agency under the Ministry of Science 
and ICT on March 18. The conformity 
certification of the terminal in confor-
mity assessment means that the termi-
nal is certified after the agency checks 
whether or not the terminal causes elec-
tromagnetic interferences to a radio wave 
environment or a broadcasting network 
or suffers an electromagnetic interference 
in normal operations. In fact, pre-release 
work is over for the Samsung Galaxy 
S10 5G (SM-G977N) model. The Gal-
axy S10 5G model transferred to mobile 
operators is expected to be released after 
network connection tests.

The government and Samsung Elec-
tronics have tentatively agreed to com-
mercialize 5G services on April 5. The 
three Korean mobile carriers will release 
the Galaxy S10 5G model and monthly 
plans on the day. Therefore, Samsung 
Electronics plans to launch the Galaxy 
S10 5G model on the day without a pre-
order process unlike some new smart-
phone models.

The last remaining key factor is 5G 
service plans used by mobile carriers. 
As the Ministry of Science and ICT 
rejected SK Telecom's 5G service plan, 
no 5G service plans have been drawn 
up so far. Given the fact that the launch 
of commercial 5G services is slated for 
April 5, SK Telecom has to submit a 
revised 5G service plan to the Ministry 
of Information and ICT by April 22. 
The 5G service plan, which SK Telecom 
submitted earlier, cost at least 70,000 
won a month.

A celebrat ion event  which the 
government initially planned to hold 
in honor of the launch of the world’s 
first 5G services on March 28 is highly 
likely to be discussed again after April 
5. Therefore, the mobile operators will 
start commercial 5G services first and 
the government will hold the event later.

Korea will beat the United States 
by succeeding in commercializing 5G 
services for the first time in the world. 
"5G commercialization by Verizon in the 
United States is not perfect 5G services 
in terms of terminals or coverage, but 
was symbolic as the world's first," 
an industry observer said. "Although 
Korea’s schedule has been delayed 
somewhat, the launch of commercial 
5G services on April 5 will be a great 
help in Korea securing the global 5G 
initiative." 

World’s First 5G Services

Korea Set to Launch World’s First 5G 
Services on April 5 with 5G Phone Ready
By Michael Herh

Korea’s launch of 5G telecommunication services is schedule for April 5.
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Google's YouTube is threatening 
not only Korean players in 
the video media market but 

also those in the Internet search market, 
which had been dominated by Naver. As 
YouTube has become a black hole that 
absorbs the Korean Internet and mobile 
markets as well as the media market, 
Korean internet companies such as Naver 
and Kakao are losing ground.

KT Group's digital media rep, Nas 
Media, analyzed service use behaviors 
and ad acceptance behaviors of PC and 
mobile Internet users in Korea. The 
results of the analysis showed that 60 
percent of them answered that they use 
YouTube for information search. This 

means that YouTube's influence has 
expanded from video content to search 
services.

In  par t icular,  seven out  of  10 
teenagers said that they used YouTube as 
their search channel. This indicates that 
the use of YouTube as a search channel is 
expanding among the younger generation 
in Korea.

The results also showed that 92.4 
percent  of  Korean Internet  users 
use Naver as their search channel. 
However, Naver’s position is threatened 
by  YouTube ,  which  i s  becoming 
increasingly popular as a search service 
among young people. In addition to the 
internet video market, YouTube has been 

stealing the show in the Korean Internet 
and mobile contents market from Korean 
companies.

YouTube accounted for 86 percent of 
the aggregate use time of all Google Play 
apps in Korea in November of 2018, 
according to Wiseapp, an application 
market research company. A total of 
31.22 million people used YouTube for a 
total of 31.7 billion minutes. This means 
that Koreans watched YouTube content 
for about four hours (237 minutes) per 
person a week on average. On the other 
hand, domestic video companies such 
as Oksusu, TikTok, U+ Mobile TV 
(formerly U+ Video Portal) and Naver 
TV recorded meager shares. 

Young People Use YouTube as Search Channel

YouTube Threatens Naver in Korean 
Internet Search Market
By Michael Herh

YouTube is threatening Naver in the Internet search market.
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Samsung SDS has unveiled a 
platform that connects Ethe-
reum, a leading open block-

chain platform, and Hyperledger Fabric, 
a representative closed (private) block-
chain platform.

T h e  c o m p a n y  i n t r o d u c e d  t h e 
“Deliver” platform, the first of its kind, 
at Cello Conference 2019, which was 
an event for logistics companies, at its 

Pangyo building in Gyeonggi Province 
on March 14.

Deliver is a platform jointly devel-
oped with the Port of Rotterdam Author-
ity and ABN AMRO Bank. The platform 
connects blockchain platforms of differ-
ent kinds. It supports document notari-
zation, double payment prevention, and 
asset transfer functions by connecting 
different platforms. Deliver allows users 

to run apps not only for Ethereum but 
for Hyperledger.

Samsung SDS also provided a vision 
for supporting apps developed with vari-
ous blockchain platforms, such as EOS, 
through technology development in the 
future.

"The Customs Clearance Blockchain 
System at the Korea Customs Service 
is based on Hyperledger Fabric, while 
Rotterdam Port in the Netherlands is 
using the Etherium Platform," said Han 
Seung-yeop, a manager at Samsung 
SDS. “We started the Deliver project to 
connect different platforms."

Samsung SDS is actually utilizing 
the Deliver platform. It has succeeded 
in delivering information on containers 
which left Korea for the Netherlands to 
the Port of Rotterdam through the Deliv-
er platform. The company is planning 
to advance the use of the platform by 
implementing similar projects with other 
European countries.

Currently, the Deliver platform is 
used for export clearance only but its 
application is expected to expand to var-
ious fields in the future. ABN AMRO 
Bank, which co-developed the platform, 
is also planning to use it in financial ser-
vices.

"We will be able to connect other 
platforms such as EOS as well as the 
Ethereum platform through Deliver," 
Han said. “Deliver will be the starting 
point of a trust society based on super-
connected chains where different block-
chains are interconnected on the Deliv-
ery platform."

An Initiative to Establish Leadership in Blockchain Technology

Samsung SDS Connects  
Different Blockchain Platforms  
with 'Deliver' Platform
By Michael Herh

Han Seung-yeop, a manager of Samsung SDS, introduces “Deliver” at the Cello Conference 2019 held at 
Samsung SDS Building, Pangyo, Gyeonggi Province on March 14.
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Korean display companies are expected to lay out 
large-scale investment plans during the first half of 
this year to respond to the rapidly growing organic 

light emitting diode (OLED) TV market.
LG Display is likely to invest in a 10.5th-generation plant to 

cope with the expansion of the ultra-high and ultra-large OLED 
TV market. Samsung Display is expected to invest in large 
OLED panels on a full scale.

Display industry sources said on March 3 that LG Display 
is expected to start investment in a 10.5th-generation plant for 
production of 65-inch panels during the first quarter of this year 
at the earliest.

LG Display already announced that it would build a 
10.5th-generation OLED production line at its P10 Plant in 
Paju, Gyeonggi Province. "We expected LG Display to begin 
placing equipment orders in the second half of the year. But the 
company is expected to advance its investment schedule," said 
a researcher at a securities firm. “I understand that LG Display 
is already placing orders for equipment for 10.5th-generation 
lines even though it was not publicly disclosed.” LG Display 
recently decided not to pay dividends, the first time in five 
years. Industry watchers say that the decision was made to raise 
funds for large-scale investment.

Samsung Display is expected to decide on investment in 
large OLED panels next month by holding an investment review 
committee. Although Samsung Display is currently the No. 
1 player in small and medium-sized OLED panels for smart-
phones, it is mainly making LCD panels in the large panel 
segment. Display industry watchers expect that Samsung Dis-

play will start work from April to set up a production line for 
quantum dot-OLED (QD-OLED) panels at its LCD plant in 
Asan, South Chungcheong Province. In addition, Samsung is 
expected to resume the construction of A5 Plant. The company 
announced in July 2017 that it would invest one trillion won to 
build a new plant. Samsung SDI is expected to invest at least 25 
trillion won to 30 trillion won for three years from 2019.

Display companies are ramping up investment in large 
OLED panels as the OLED TV market is growing rapidly. Sales 
of OLED TVs grew 58 percent year on year to US$6.53 billion 
in 2018, market researcher HIS said. The number of OLED TV 
manufacturers also increased significantly. OLED TVs were 
first launched by LG Electronics in 2013 and are currently 
manufactured by 15 companies including Sony, Toshiba, 
Panasonic and Philips. Demand for super-large ultra-high-priced 
OLED TVs is on the rise. In 2018, sales of OLED TVs of 50 
inches to 59 inches totaled 162,700 units, up 54 percent from 
the previous year, while those of 60- to 69-inch models reached 
862,000 units, up 63 percent.

In terms of sales volume, 50- to 59-inch models eclipsed 60- 
to 69-inch products, but in growth rates, the latter outperformed 
the former. Sales of the latter are expected to accelerate in the 
future. In 2020, 60- to 69-inch OLED TVs are forecast to sell 
3,260,100 units and 50- to 59-inch OLED TVs, 2,762,500 
units, so 60- to 69-inch OLED TVs will begin to outclass 50- to 
59-inch OLED TVs in sale figures. It is forecast that in 2022, 
sales of 60- to 69-inch and 50- to 59-inch OLED TVs will reach 
6,088,900 and 3,217,800 units, respectively. In terms of sales 
revenue, the size of the 60- to 69-inch OLED TV market is 
estimated to reach US7.6 billion in 2022, more than triple the 
size of the 50- to 59-inch OLED TV market.

LG Display is moving to invest in the 10.5th-generation 
line earlier than expected in order to cope with the rapid growth 
of the super-large luxury OLED TV market. If the company 
produces panels for 65-inch TVs at its existing 8.5th-generation 
plants in Guangzhou, China, and Paju, Gyeonggi Province 
in Korea, it will suffer a drop in efficiency. While an 
8.5th-generation line manufacture three 65-inch panels, a 
10.5th-generation line can roll out eight.

In addition, a recent decline in OLED panel prices seems 
to have affected LG Display’s decision. The price of a 65-inch 
OLED panel dropped from US$1,103 in the first quarter of 2017 
to US$950 in the fourth quarter of 2018 and is expected to fall 
to US$903 in the fourth quarter of 2019. 

To Respond to Rapid Growth of OELD TV Market

Display Makers to Ramp Up  
Investment in Large OLED Panels
By Kim Eun-jin

LG Display and Samsung Display are expected to advance their investment 
schedule for large OLED panels to respond to the rapid growth of the OLED TV 
market.
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Competition in 8K TV Market 

LG Display Emphasizes  
OLED Panels Optimized for  
8K Displays

In Six Years Since Mass Production Began

LG Electronics' OLED TV Sales 
Breaks Through 4 Million Units

As competition intensifies over the 8K TV market 
among global manufacturers this year, LG says that 

active matrix organic light emitting diode (OLED) panels are 
more advantageous than liquid crystal display (LCD) panels 
in showing high-quality videos. This means that LG refuted 
Samsung's position that it will lead the 8K TV market with 
quantum-dot light-emitting diode (QLED) TVs which combine 
quantum dot filters and LCD panels. The TV battle between 
Samsung and LG is raging over the market for big-screen high-
definition TVs.

LG Display made a presentation on display technology at 
LG Electronics Science Park under the management of Kang 
In-byung, chief technology officer (CTO) and vice president of 
LG Display in Seoul, Korea, on Feb. 27. "OLED panels are a 
display platform from QD-LCD panels," Kang said. "We know 
Samsung is also aiming to mass-produce QD-OLED TVs based 
on OLED panels in 2021."

LG Display explained that Samsung rushed into production 
of large-sized OLED panels because LCD panels are limited in 
expressing 8K or clearer images. "The nature of liquid crystal 
in LCD panels causes a viewing angle problem," Kang said. 
"LCD panels’ brightness is reduced by 50 percent or even skin 
colors change when viewed from its sides instead of its front.”

"OLED panels are more advantageous in the 8K TV age 
when 8K TVs need to control 33 million pixels," Kang added. 
"Self-lighting display OLED panels are optimal as the higher 
resolution is, the smaller pixels become." 

LG Electronics' sales of organic light-emitting diode 
(OLED) TVs broke through the milestone of 4 million 

units in six years since the company started to mass-produce them.
In 2018, LG Electronics sold 1,564,500 OLED TVs, an 

increase of about 33 percent over the previous year, market 
researcher IHS Markit said on March 24.

LG Electronics began the world's first mass production of 
OLED TVs in 2013 and since then, had sold a total of 3,803,000 
units by the end of last year. LG Electronics sold 3,600 units in 
2013 when it launched its first OLED TV model but its sales 
increased more than 20-fold to 76,400 units in 2014, followed 
by 313,900 units in 2015 and 666,400 units in 2016. Its annual 
sales topped one million units for the first time in 2017. In the 
first quarter of this year, the Korean TV giant sold 365,000 
OLED TV units.

LG Electronics’s OLED TVs are enjoying good evaluations 
from experts and consumers. They have received high points 

from a number of reputable rating agencies, including the U.S. 
consumer magazine Consumer Reports which ranked an LG 
OLED TV first in a performance test in 2019.

LG Electronics plans to launch an aggressive sales 
campaign in order to further solidify its position in the premium 
TV market this year. The company launched a number of new 
products with improved performance early March and decided 
to prune TV prices by up to 30 percent compared to last year. 
Through this, LG Electronics plans to ramp up the share of 
OLED TVs in its total TV sales from 20 percent in 2018 to 25 
percent in 2019. 

Kang In-byung (middle), chief technology officer (CTO) and vice president of LG 
Display, answers questions from reporters at the Display Technology Briefing at 
Magok LG Science Park in Seoul on February 27.

LG Electronics' sales of organic light-emitting diode (OLED) TVs broke through 4 
million units. 

By 비지니스코리아

By Kim Eun-jin
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Despite growing demand for 
polysilicon, leading Korean 
solar panel manufacturers 

including OCI and Hanwha Chemical 
have announced their intention to reduce 
or give up domestic production due to 
an increase in electricity charges. Indus-
try analysts say that these companies are 
weighed down by a gradual hike in elec-
tricity bills that amount to hundreds of 
billions of won a year. They also face 
rising costs due to a lack of subsidies 
and the imposition of a carbon tax.

"It is difficult to pay up to 300 
billion won in electricity charges a 
year," OCI vice chairman Lee Ki-woo 
said in a meeting with reporters after the 
regular general shareholders meeting on 
March 26. "We need to consider closing 
our factories in Korea and moving them 
to Malaysia." Lee clearly stated that it 
was difficult to do business in Korea due 

to cost problems. OCI had a sluggish 
year in 2018 due to a sudden change in 
China’s photovoltaic policy and a gas 
leakage accident at its Gunsan plant in 
Korea.

Lee noted the business upturn at 
OCI’s overseas plants at the regular 
general shareholders meeting, as he 
did at the company's IR show at the 
beginning of this year. He explained that 
the company would gradually expand its 
overseas plants, including the capacity 
expansion of 10,000 tons in OCIMSB, 
a polysilicon plant in Malaysia that the 
company acquired in 2017 to overcome 
the growing domestic operation costs.

OCI’s annual electricity bill is about 
300 billion won a year. A 5 percent 
increase in electricity price would lower 
its profit by 15 billion won.

Kim Chang-bum, CEO of Hanwha 
Chemical, said in a general shareholders' 

meeting on March 26 that the company 
would choose overseas, not Korea, 
for the expansion of facili t ies for 
polysilicon, the basic material for solar 
cells. Kim predicted that the Korean 
photovoltaic (PV) market would steadily 
grow to 2 GW this year. He emphasized 
that he would continue to invest in 
protecting the Korean market out of 
concerns that the proportion of Chinese 
solar products in the Korean market will 
expand.

Hanwha Chemical's affiliate Hanwha 
Q CELLS ranks first in the global 
solar cell module market. If Hanwha 
Chemical or Hanwha Q CELLS does 
not invest in the photovoltaic business, 
Chinese products will surely replace 
Korean products in the Korean market. 
"There is no plan to expand polysilicon 
facilities in Korea where electric bills 
are high," Kim said. 

Manufacturers' Exodus from Korea

Rising Electricity Bills Compel Korean 
Solar Panel Producers to Leave Korea
By Jung Min-hee

Leading Korean solar panel manufacturers including OCI and Hanwha Chemical are considering relocating production plants overseas due to an increase in electricity 
charges and operational costs.
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Expectat ions  are  growing 
among South Korea’s oil 
refining, shipbuilding and 

steel companies as the “IMO 2020” 
rules will take effect on Jan. 1, 2020, 
requiring vessels of 400 gross tonnage 
and above to lower the upper limit of 
sulfur oxides (SOx) emissions from 3.5 
percent to 0.5 percent.

The stricter SOx emissions regula-
tion is expected to boost demand for 
low sulfur vessel fuel oil. Oil refiners’ 
advanced facilities turn heavy crude oil, 
including bunker-C oil, into high value-
added products, such as gasoline, diesel 
and kerosene.

SK Energy Co. is building a vacuum 
residue desulfurization (VRDS) facility 
at the complex plant in Ulsan with an 
investment of 1 trillion won (US$885.74 
million). When the VRDS facility starts 
operation next year, it is forecast to cre-
ate 200 billion won (US$177.15 million) 
to 300 billion won (US$265.72 million) 
of profits every year.

S-Oil Corp. is producing low sulfur 
oil products at the RUC-ODC plant that 
converts high sulfur bunker-C oil into 
high-value products. Nearly 76,000 bar-
rels of residue is turned into high value-
added products, including propylene and 
gasoline, per day at the plant.

GS Caltex Corp. has advanced facili-
ties that can covert 274,000 barrels of 
high sulfur heavy crude oil into light oil, 
such as gasoline and diesel, per day.

Hyundai Oilbank Co. completed 
a solvent de-asphalting (SDA) facil-
ity with a daily production capac-
ity of 80,000 barrels last year. When 
de-asphalted oil produced at the SDA is 

injected into the advanced facilities, it is 
turned into high-value products, includ-
ing gasoline, diesel and jet aircraft fuel.

As the IMO 2020 rules is to come 
into effect next year, the number of 
orders for LNG ships has jumped, pro-
viding a boost to the shipbuilding and 
steel industries. Recently, the number of 
new orders for LNG ships has increased 
dramatically. It is also expected to show 
a steady growth in the future. Shippers 
can use low sulfur fuel oil or install 
scrubbers in existing ships to meet the 
new IMO regulation, but those who 
need new vessels are highly likely to opt 
for LNG-powered vessels. South Kore-
an shipbuilders clinched combined ship 
orders of 11 million compensated gross 
tonnage (CGT) as of January this year, 
accounting for about 80 percent of glob-

al orders of 14 million CGT.
In addition, the steel industry, which 

provides raw materials to the shipbuild-
ing industry, is gearing up for the IMO 
2020 rules. POSCO Group has recently 
developed the world’s first high man-
ganese steel which is capable of carry-
ing and storing LNG at extremely low 
temperatures. Hyundai Steel Co. devel-
oped steel bars for LNG tankers that can 
endure ultra-low temperatures and has 
been manufacturing them since 2017.

An official from a steel company 
said, “Korea’s price competitiveness in 
steel materials will help Korean ship-
builders gain an advantage over their 
rivals in Japan and China in competing 
for LNG-powered vessels. We expect that 
there will be a win-win for the shipbuild-
ing industry and the steel industry.” 

Pinning Hopes on Stricter SOx Emissions Regulation

Korea’s Oil Refining, Shipbuilding, 
Steel Industries Welcome IMO’s Sulfur 
Regulation
By Jung Min-hee

South Korea’s oil refining, shipbuilding and steel companies are pinning hopes on the “IMO 2020” rules that 
require vessels to lower the upper limit of sulfur oxides (SOx) emissions from 3.5 percent to 0.5 percent from Jan. 
1, 2020.
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Hyundai Motor Co. is planning to 
temporarily stop the operation of 

its first plant in Beijing with its sales vol-
ume in China dropping. It is going to cut 
back on manpower and facilities in order 
to deal with oversupply.

The temporary shutdown by Beijing 
Hyundai, a joint-venture between BAIC 
Motor and Hyundai Motor, is scheduled 
for May. The joint venture’s first plant 
in China was put into operation in 2002 
and has produced approximately 300,000 
vehicles a year.

On the face of it, the temporary 
production suspension has to do with 
the fact that the vicinity of the plant has 
been changed into residential zones and 
residents in the areas are complaining 
about  the  operat ion of  the  plant . 
However, it is attributable to Hyundai 
Motor’s concerns over oversupply in 
China.

The company sold 740,000 or so 

vehicles in China last year and this 
amount is less than 50 percent of the 
annual manufacturing capacity of its 
facilities in the country. There, the com-
pany’s sales volume has dropped since 

China’s THAAD retaliation two years 
ago while the company has failed to 
catch up with the market trends including 
an ever-increasing popularity of SUVs. 

Under the circumstances, Kia 
Motors wil l  shut  down i ts 

Yancheng Factory 1 in China this May. 
Following Hyundai Motor, Kia Motors 
began to step up its efforts to streamline 
its production facilities in China due to 
sharp drops in sales in China.

Yancheng Factory 1 was set up in 
2002 by Dongfeng Yueda Kia, a joint 
venture launched by Kia Motors (50 
percent) and its two Chinese partners, 
Dongfeng (25 percent) and Yueda Group 
(25 percent). The plant’s annual output is 
around 150,000 units. Dongfeng Yueda 
Kia is running three factories including 
Yancheng Factory 1. The three factories 
are able to produce about 890,000 units 
a year.

Currently, Yancheng Factory 1 is 
employing 6,500 workers but when the 
plant is shut down, a massive personnel 
restructuring will be inevitable. 

Sales in China Remain Sluggish

Hyundai Motor to Temporarily Shut Down Plant in Beijing

Forced by Sharp Drop in Sales

Kia Motors to Shut Down Yancheng Factory 
1 in China This May

By Michael Herh

By Michael Herh

Hyundai Motor’s plant in Beijing, China. 

Kia Motors will shut down its Yancheng Factory 1 in China this May due to sharp drops in sales in China.
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The downsizing of Chinese plants by Hyundai Motor 
Co. and Kia Motors Corp. has a ripple effect on 
Hyundai Mobis Co.

Hyundai Mobis is said to be closing down its Module 
Plant 1 in Beijing at the time when Hyundai Motor shuts down 
its Beijing Plant 1, according to automaker and component 
industry sources on March 13. Hyundai Mobis has production 
plants around five of the six Hyundai Motor’s Chinese 
production bases, except one for commercial vehicles. Hyundai 
Mobis’ Beijing Module Plant 1 supplies components to 
Hyundai Motor’s Beijing Plant 1.

An official from Hyundai Mobis said, “Hyundai Motor, 
Kia Motors and Hyundai Mobis cannot but face the same fate 
as Hyundai Motor and Kia Motors’ production and operation 
systems are closely connected with those of Hyundai Mobis.”

In fact, Hyundai Mobis has not added more employees at 
not only the Beijing Mobis Module Plant 1 but also the Jiangsu 
Mobis Module Plant 1 since employees there voluntarily 
resigned last year. The company has also run a flexible workforce 
management system by using some temporary workers for the 
required workforce. This can be seen as its strategy to manage the 
workforce considering restructuring. Hyundai Mobis currently 
has a total of 700 employees – 500 for the Beijing Mobis Module 
Plant 1 and 200 for the Jiangsu Mobis Module Plant 1.

It is now a fait accompli that Hyundai Motor’s Beijing Plant 
1 will be closed down as it has reduced the number of its 2,000 
workers at a fast pace through voluntary retirement and relocation 
from January this year. In this case, the Beijing Mobis Module 

Plant 1 will go through a shutdown process next month at the 
earliest due to the absence of buyer. Jiangsu Mobis Module Plant 
1 will also share its fate with Kia Motors’ Yancheng Plant 1 which 
will stop all the production lines.

The Beijing Mobis and Jiangsu Mobis Module Plants supply 
three modules to Hyundai Motor and Kia Motors, respectively, 
such as braking steering component (chassis module), electronics 
and airbag (cockpit module), and air conditioning and lamp 
systems (front end module).

Beijing Mobis Module Plant 1 is a production base 
established by Hyundai Mobis in 2003 and it has an annual 
production capacity of 300,000 units. All the output from 
the plant goes to Hyundai Motor’s Beijing Plant 1. Jiangsu 
Mobis Module Plant 1 was also set up in 2002 with the entire 
investment from Hyundai Mobis. The plant has an annual 
production capacity of 150,000 units and all the modules 
produced here are supplied to Kia Motors’ Yancheng Plant 1. In 
short, the two plants has nearly 100 percent of sales dependence 
on Hyundai Motor and Kia Motors. The rate of operation of 
Beijing Mobis Module Plant 1 and Jiangsu Mobis Module Plant 
1 last year fell short of 50 percent, just like Hyundai Motor and 
Kia Motors’ plants in China.

Things are not much different in Jiangsu Mobis Automotive 
Parts Co. The company saw its sales nearly halve from 3.31 
trillion won (US$2.93 billion) in 2016 to 1.71 trillion won 
(US$1.52 billion) in 2017, posting 15.70 billion won (US$13.88 
million) in net loss. Its sales also remained at some 1 trillion won 
(US$884.41 million) last year. 

Domino Shutdown by Hyundai Motor Units

Hyundai Mobis to Shut Down Plants in China
By Jung Min-hee

Hyundai Mobis wil reportedly close down its Module Plant 1 in Beijing at the time when Hyundai Motor shuts down its Beijing Plant 1.
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Lee Won-hee, president of 
Hyundai Motor, has recently 
expressed his aspiration to 

elevate the automaker to third place in 
the global electric vehicle (EV) market.

Lee said at an "Investor Day" event 
held at the end of February that Hyundai 
Motor would ramp up its electric car 
models to 44 by 2025, industry sources 
said on March 19. He also disclosed 
a plan to prepare an EV platform next 
year.

Lee’s remarks led some analysts 
to speculate that Hyundai's future car 
strategy, which is focused on hydrogen-
powered vehicles, might be changed to 

the promotion of both electric cars and 
hydrogen electric vehicles.

Lee did not disclose whether the 
electric cars he referred to included 
hydrogen electric cars. He also stopped 
short of identifying the two car makers 
that would stay ahead of it in the market. 
Toyota is the competitor that Hyundai is 
trailing closely. Volkswagen has already 
built a modular car platform for electric 
cars, which is the core of an electric car 
strategy, and plans to invest 24.3 trillion 
won (19 billion euros) in EVs by 2023. 
So it will be difficult for Hyundai Motor 
to catch up with Volkswagen in the near 
future.

Hyundai plans to diversify its mod-
els through an EV platform in 2020 to 
strengthen its electric vehicle business. 
Starting with the Kona this year, the 
carmaker is aiming to launch the sporty 
sedan “Lafesta” and the compact SUV 
“Encino” next year and the “Porter” in 
2020 in China.

Hyundai Motor has decided to 
popularize EVs that can run longer, 
as short mileage is a major weakness 
of EVs. It also plans to focus on the 
development of entry-level EV models 
targeting emerging markets, while at 
the same time seeking to boost its brand 
by properly responding to the North 
American market. Beginning next year, 
it will launch an EV taxi model loaded 
with an electric power train for long-
distance drives. The EV taxi model will 
be introduced in the Korean market first 
and then will be promoted in China and 
Southeast Asia.

Some experts are concerned about 
Hyundai's strategy to focus on EVs and 
hydrogen-powered EVs. They say that 
Hyundai Motor’s concentration on EVs 
will affect its business performances as 
vehicles powered by internal combustion 
engines will dominate the car market for 
more than 10 years.

In addition, Hyundai's reputation in 
the automobile industry is falling as the 
inefficient supply of battery packs halved 
production of the Kona Electric in four 
months. Furthermore, some experts 
predicted conflicts between the labor and 
management at Hyundai Motor would 
intensify as the expansion of the electric 
car business would result in a 20 percent 
reduction in workforce. 

Planning to Build a Modular EV Platform in 2020

Hyundai Motor Aiming to Take 3rd Place 
in Global Electric Vehicle Market
By Michael Herh

Hyundai Motor’s electric vehicle Kona
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The Seoul Economic Daily reported on March 7 
that Korea Development Bank (KDB) and General 
Motors (GM) reached a secret agreement earlier so 

that the public funds invested in GM Korea can be recouped 
even if the company goes under. This means KDB and GM put 
recoupment of investment before the normalization of the ail-
ing carmaker. If call option exercise, even a partial exercise, is 
included in the agreement as an option, GM can leave the South 
Korean market by spending just 560 billion won (US$494 mil-
lion) on 3 percent preferred share purchase.

Back in May 2018, GM Korea’s only option for survival 
was GM’s US$2.8 billion debt cancellation and a US$750 
million loan from KDB for investment in facilities. However, 
the latter opted for preferred shares instead of the loan because 
the public funds could not be recuped if they are provided in 
the form of a loan once GM Korea goes under. Likewise, GM 
decided to convert the US$2.8 billion debt into preferred shares 
without voting rights. In this manner, a fund of US$7.15 billion 
was prepared for business normalization, consisting of the 
US$2.8 billion portion from GM, the US$750 million portion 
from KDB, and US$3.6 billion GM promised to invest anew for 
10 years down the road.

The agreement was reached on May 10, 2018. That day, the 
South Korean government announced a normalization plan to 
invest US$7.15 billion in GM Korea together with GM. “Equity 
sales between 2018 and 2022 have been prohibited in the inter-
est of GM’s long-term management in South Korea and GM has 

to maintain its position as the largest shareholder, along with a 
shareholding of at least 35 percent, for the following five years,” 
the government explained at that time. In short, the government 
said GM would not leave the South Korean market until 2027.

What has been found out is that GM can withdraw its facili-
ties in stages from 2024, unlike the announcement, based on a 
call option allowing GM to buy back KDB’s 800 billion won 
public fund investment at the cost price. Although the govern-
ment did not explain in the announcement, GM’s 114.32 million 
preferred shares and KDB’s 23.81 million preferred shares in 
GM Korea can be converted into common stocks in seven years. 
GM recently specified in its business report that it has the call 
option regarding the preferred shares purchased by KDB and the 
call option becomes effective six years after the date of issue.

Things can be serious if this secret agreement is real. At 
present, GM and KDB own 83 percent and 17 percent of GM 
Korea with 344.77 million and 70.70 million shares, respec-
tively. KDB’s veto rights against GM’s asset disposal are based 
on the former’s 17 percent stake in GM Korea. If GM Korea 
remains in the red until 2024, GM is likely to opt to leave South 
Korea. If GM exercises its call option at this time to buy back 
KDB’s 23.81 million preferred shares at the cost price, GM’s 
common stocks increase from 344.77 million shares to 482.91 
million shares to cause an increase in shareholding from 83 per-
cent to 87 percent. Then, KDB’s shareholding falls to 13 percent 
and its veto rights disappear although the bank can recoup the 
principal of its 2018 public fund spending.

In other words, in reaching the agreement last year, GM 
made preparations for withdrawal from South Korea and KDB 
made preparations for investment recoupment on the assumption 
that GM Korea would go under in five years and GM would not 
stay in South Korea for as long as 10 years. Experts are criticiz-
ing KDB, claiming that it provided no protection for the local 
automotive industry in order to recoup its spending.

Things after 2024 cannot be clearly known unless GM and 
KDB disclose specifics of their deals. The possibility cannot 
be ruled out that there are additional undisclosed and shock-
ing deals between the two. As of 2017, the total value of GM 
Korea’s land assets alone amounted to 1,084 billion won, which 
means GM can leave South Korea in 2024 with most of its 
investment in the country intact. 

A Local Economic Daily Reports

GM and KDB Made Secret Deal  
to Facilitate Former’s Withdrawal  
from Korean Market

Korea Development Bank has reportedly signed a secret deal with GM to ensure that 
it can recoup its investment in GM Korea even if the ailing carmaker goes under.

By Jung Min-hee
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Renault Samsung Motors is standing at a crossroads. 
Renault Group in France has recently announced a 
plan to reorganize its regional headquarters system, 

which would transfer Renault Samsung Motors from the Asia 
and Pacific headquarters to the Africa, the Middle East, India 
and the Pacific headquarters.

The management of Renault Samsung Motors said 
the organizational overhaul would offer the company an 
opportunity to diversify its export markets. However, if the 
ongoing labor-management conflict is prolonged, Renault 
Samsung Motors would not be able to secure enough production 
volume and, as a result, face a crisis.

Renault Group will reorganize its regional headquarters 
system on April 1. Currently, the Asia and the Pacific 
headquarters include Korea, Japan, Australia, Southeast 
Asia and the South Pacific. But this headquarters will be 
expanded into the African, Middle Eastern, Indian and Pacific 
headquarters. As for China, the group has decided to set up a 
separate headquarters in China.

Renault Samsung Motors believes that this reorganization 
will considerably help the carmaker to diversify its export mar-
kets and grow steadily as its markets will extend beyond Asia to 
Africa, the Middle East, India and the Pacific. Africa and India 
are known to be the regions where the Renault-Nissan-Mitsubi-
shi alliance can create considerable synergies. Therefore, this 
change can boost the advantages of Renault Samsung Motors’ 
plant in Busan, Korea as the plant can produce both Renault and 

Nissan models.
"It will be difficult at the moment for Renault Samsung 

Motors to export its cars to new markets such as India that are 
covered by the expanded headquarters, but after two or three 
years, it will be a big opportunity for Renault Samsung Motors," 
a Renault Samsung official said. “Renault Technology Korea is 
expected to expand its roles as the core R&D base in Renault 
Group going beyond its current status as the Asian R&D hub." 
Renault Samsung Motors’s Busan plant has a production 
capacity of 300,000 units a year based on three shifts, but 
the plant rolled out only 210,000 units last year. In the long 
term, Renault Samsung believes that it will be able to ramp 
up its production volume by acquiring new export volume to 
Southeast Asia and the Middle East.

However, in order for Renault Samsung Motors to take 
advantage of the organizational overhaul, its cooperation with the 
labor union is vital. Renault Samsung Motors has virtually failed 
to sign a new contract with Renault Group for production of the 
next model to the Nissan Rogue as its management and labor 
failed to end their dispute by the deadline set by the group. Renault 
Samsung has been producing the popular SUV on a consignment 
basis, but this contract will come to an end this September.

Renault Samsung is pushing forward with a plan to 
temporarily increase production of the SM6 and the QM6 
until receiving the next production order but it is insufficient 
to replace the current Rogue production volume. Last year, the 
Rogue accounted for nearly 50 percent of Renault Samsung's 
total domestic production of 215,680 units.

Renault Samsung, which had initially pushed to start the 
production of the post-Rogue model from this September, has 
been trying to persuade its global headquarters to allow it to 
start new model production at the beginning of 2020, but it has 
not been easy, either.

"If the management accepts demands from the labor union, 
the competitiveness of the Busan factory maintaining at the 
upper level among affiliates of the Renault Group, will lower to 
the bottom of the standings," a Renault Samsung official said.

Currently, the Busan plant's units per hour (UPH) stands at 
66, the highest level among group affiliates (based on data of 
fitting-out yards, but the average monthly income of workers at 
the Busan factory workers is 78 million won, at the highest level 
in the group. Renault Samsung Motors's global competitiveness 
will have no choice but to fall if the management accepts the 
labor union’s proposal to put an additional 200 workers into 
production work and slow down the speed of production lines, 
the management claimed. 

Renault Group to Reorganize Regional Headquarters

Renault Samsung Motors Standing  
at a Crossroads

Renault Group in France will reorganize its regional headquarters system, 
transferring Renault Samsung Motors from the Asia and Pacific headquarters to the 
Africa, the Middle East, India and the Pacific headquarters.

By Jung Min-hee
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Mercedes-Benz Korea has 
become the last importer 
of foreign cars in Korea to 

join the Takata airbag recall movement. 
The company has decided to carry out 
the first recall for Takata airbags, yet 
market experts point out that it is still 
slow to respond as it is recalling only 742 
out of the 18,274 cars subject to recall.

The Ministry of Land, Infrastructure, 
and Transport (MOLIT) announced on 
March 14 that Mercedes-Benz Korea 
will recall 742 vehicles in three different 
models equipped with Takata airbags, 
including C200 Kompressor. ,

A fatal flaw has been found in 
Takata’s  a i rbag  inf la tor,  and  the 
deadly airbags have caused at least 20 
deaths and 200 injuries worldwide, 
including the United States, Malaysia 
and  Aus t ra l ia ,  f rom 2013 due  to 
explosion. Japan’s Takata Corp., which 

was the manufacturer of the airbag, 
acknowledged the structural flaw in 2015 
and the company went into bankruptcy. 
Accordingly, most of the domestic car 
importers, except for Mercedes-Benz 
Korea and GM Korea, have conducted a 
voluntary recall from September 2017.

GM Korea announced in February 
this year to recall a total of 199,000 cars, 
including 189,279 units of GM Korea’s 
Lacetti Premiere, Cruze, Aveo, Orlando 
and Trax models, 5,213 units of FCA 
Korea’s 300 C (LX) and Jeep Wrangler, 
4,298 units of Jaguar Land Rover 
Korea’s Discovery, and 297 units of Ford 
Sales and Service Korea’s Mustang.

On the other hand, Mercedes-Benz 
Korea, has decided to recall only 742 
units of three models. This is why there 
is criticism that Mercedes-Benz Korea 
is still not making an active response. 
Although it was a safety issue that is 

directly related with consumers’ life, 
the company had decided not to recall 
its cars in the domestic market, saying 
there was no accident in its models, and 
recalled only in large markets, including 
China.

Mercedes-Benz Korea submitted its 
recall plan for 18,724 units of its nine 
different models equipped with Takata 
airbags to the MOLIT. In a nutshell, 
the first recall does not even account 
for 4 percent of the total. Mercedes-
Benz Korea said it was because the 
short supply of components but the 
first incident of Takata airbags occurred 
in 2013 and other imported car brands 
made the first response in 2017. An 
official from the MOLIT also said, “The 
company is the last one to conduct the 
recall but it is recalling the smallest 
number. We will continuously discuss the 
ways to recall other cars.” 

The Last Car Importer to Join Takata Airbag Recall

Mercedes-Benz Korea Slow to Recall 
Cars Equipped with Faulty Airbags
By Jung Min-hee

Mercedes-Benz Korea is under fire for being slow in recalling its cars equipped with faulty airbags.
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As the global electric vehicle 
(EV) market is growing rap-
idly, competition is heating 

up among global EV-related companies 
to hire Korean EV battery engineers. A 
few years ago, Chinese companies active-
ly recruited Korean engineers. Now com-
panies from Sweden, Germany and India 
are offering jobs to them.

Last year, three engineers of the bat-
tery management system (BMS) segment 
of LG Chem moved to Volvo of Sweden, 
said sources in the chemical industry 
on March 12. Volvo reportedly offered 
incentives and benefits such as shorter 
working hours and higher salaries to hire 
them. Volvo has announced that it would 
only release electric vehicles such as 
plug-in hybrids without rolling out inter-
nal combustion engine-powered vehicles 
beginning this year. Therefore, the com-

pany is aggressive in recruiting engineers 
specializing in batteries, which account 
for about one third of electric car prices.

Companies in emerging economies 
are coveting Korean workers, too. Tata 
Consultancy Services (TCS), an infor-
mation technology consulting company 
and a subsidiary of Tata Group in India, 
is constantly in contact with Korean 
engineers through LinkedIn, a business 
social network service (SNS). Tata Group 
is ramping up investment in electric cars 
and launched the Tigor EV through its 
subsidiary Tata Motors.

Infineon, a German chipmaker, is 
also trying to hire Korean electric car bat-
tery engineers through headhunters and 
LinkedIn. Infineon accounted for about 
16 percent of the automotive semicon-
ductor market in 2017 and is actively 
involved in securing BMS-related engi-

neers in preparation for the coming elec-
tric vehicle era.

The global competition to secure 
Korean battery engineers is attributable 
to Korea's technological prowess and 
remarkable market share. SNE Research 
say that LG Chem accounts for 27.2 
percent of the global electric car battery 
market excluding China, while Samsung 
SDI and SK Innovation claim fourth and 
sixth places with 9.6 percent and 3.3 
percent, respectively. The three Korean 
battery makers are expanding facilities 
in Europe, China, and the United States. 
As global automakers such as Volkswa-
gen have been placing orders for batter-
ies, some automakers are having trouble 
securing enough batteries they need. In 
the year of 2018, the three Korean battery 
companies posted 100 trillion won in new 
electric vehicle battery orders. 

Korea Excels in Battery Technology

Korean Battery Engineers Coveted  
by Companies in Sweden,  
Germany and India
By Michael Herh

Global companies related to electric vehicle production are offering jobs to Korean battery engineers.
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Korean shipbuilders swept 90 
percent of the new vessel 
construction orders awarded 

in February. Amid an upward trend in 
vessel prices, the average price of LNG 
tankers jumped by US$1 million per ves-
sel in February, benefiting Korean ship-
builders.

Korea received orders amounting to 
630,000 CGTs (eight vessels or 90 per-
cent) out of the 700,000 CGTs (15 ves-
sels) placed worldwide in February, said 
Clarkson Research, a U.K. shipbuild-
ing market analysis agency on March 
11. China had only 20,000 CGTs (one 
vessel), followed by Japan with 10,000 
CGTs (one vessel). In the first two 
months of 2019, Chinese shipbuilders 
won orders totaling 1.24 million CGTs 
(65 vessels or 41 percent), followed by 
Korean shipbuilders with 1.21 million 
CGTs (20 vessels or 40 percent), Italian 
shipbuilders with 240,000 CGTs (three 
vessels or 8 percent) and apanese ship-

builders with 230,000 CGTs (six vessels 
or 8 percent).

However, global shipbuilding orders 
are on the decline. Orders placed in 
February contracted 70 percent from 2.31 
million CGTs (86 vessels) in January. 
Total orders in the first two months of 
2019 also slid year on year. They stood at 
1.03 million CGTs, compared with 7.07 
million CGTs in the same span of 2018. 
Shibuilding orders more than halved year 
on year in January and February of 2018.

As a result, at the end of February, 
total global order backlog reached 80.5 
million CGTs, down by 1.01 million 
CGTs from the end of January. However, 
Korean shipbuilders' backlog ticked up. 
Compared with January, Korea's order 
backlog swelled by 220,000 CGTs while 
that of China dipped by 210,000 CGTs 
and that of Japan shrank by 540,000 
CGTs. Order backlog by country were 
China with 29.13 million CGTs (36 per-
cent), followed by Korea with 21.17 mil-

lion CGTs (27 percent) and Japan with 
14.52 million CGTs (18 percent).

Ship prices also rose. The Clarkson 
Newbuilding Price Index (NPI) in Feb-
ruary marked 131 points, up one point 
from 130 points in January. Observing 
shipbuilding prices by ship types, very 
large crude oil carriers (VLCCs) and 
container ships (13,000 TEUs to 14,000 
TEUs) were priced for US$93 million 
and US$115 million per unit, respective-
ly, showing no change in their prices.

The unit price of LNG tankers rose 
by US$1 million from January to US$185 
million, up 3 percent from a record low 
of US$180 million in February 2018.

However, some shipbuilding industry 
watchers say that the rise in prices of 
LNG carriers dominated by Korean 
shipbuilders may have a negative 
impact on evaluations of Hyundai 
Heavy Industries Group and Daewoo 
Shipbuilding & Marine Engineering 
(DSME) in terms of monopoly and 
oligopoly while the two are waiting for 
the results of a review of their merger 
in each country. "If the review is based 
on the Herfindahl–Hirschman Index 
which is a measure of the size of firms in 
relation to the industry and an indicator 
of the amount of competition among 
them," said Hong In-sun, a researcher 
at the Korea Institute for Industrial 
Economics and Trade. "If the reviewers 
check ship types such as bulk carriers and 
container ships, there will be no concern 
over the merged company being called 
a monopolist or an oligopolist. If LNG 
carriers are included, the index will rise 
to a level of concern." 

Vessel Prices on the Rise

Korean Shipbuilders Sweep 90%  
of Worldwide Shipbuilding Orders  
in February
By Michael Herh

Korean shipbuilders swept 90 percent of the new shipbuilding orders awarded in February.
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Hyundai Heavy Industries Co., the world’s largest 
shipyard by sales, is set to sign an official deal 
with Korea Development Bank (KDB) on March 

8 to take over Daewoo Shipbuilding & Marine Engineering Co. 
(DSME). However, Hyundai Heavy will still have a lot of prob-
lems to solve in order to completely acquire DSME after signing 
the official contract.

As announced in January, Hyundai Heavy will establish an 
intermediate holding company that will control its shipbuilding 
units, including the newly acquired DSME. KDB will secure 
an 18 percent stake in the new company by contributing its 
100 percent stake in DSME, which is worth 2.10 trillion won 
(US$1.86 billion).

KDB will receive 1.25 trillion won (US$1.11 billion) worth 
of redeemable convertible preference shares (RCPS) and 850 
billion won (US$752.55 million) worth of ordinary shares of 
the envisioned intermediate holding company. Hyundai Heavy 
Industries Holdings will become the largest shareholder with a 
28 percent stake and the KDB the second largest shareholder 
with an 18 percent stake.

Hyundai Heavy Industries Holdings’ stake in the proposed 
intermediate holding company may increase if DSME’s 
corporate value falls in due diligence.

The next issue is 1.50 trillion won (US$1.33 billion) worth 

of capital increase for DSME. As agreed, Hyundai Heavy Indus-
tries Holdings, the largest shareholder, will invest a total of 
400 billion won (US$354.14 million), while the second largest 
shareholder, KDB, and other major shareholders, including the 
National Pension Service (NPS) and KCC, will fund 800 bil-
lion won (US$708.28 million). However, it is still uncertain that 
minority shareholders, which are estimated to own around 40 
percent of the company’s stock, will participate in the capital 
increase.

It also still remains uncertain that the NPS and KCC will 
participate in the capital increase. An official from Hyundai 
Heavy said, “Hyundai Heavy currently has 2.50 trillion won 
(US$2.21 billion) of cashable assets and Hyundai Heavy Indus-
tries Holdings holds plenty of cash as well. If there are forfeit-
ed shares, the largest shareholder will cover insufficient funds 
through the allotment to a third party.”

The last issue that Hyundai Heavy Industry Group must deal 
with is the evaluation of the merger proposal by major coun-
tries, such as the United States, the European Union, China and 
Japan. During a press conference on March 6, Chung Mong-
joon, chairman of the Asan Foundation and the largest share-
holder of Hyundai Heavy Industries Holdings, said, “The coun-
tries evaluate and decide whether a merger is good for the local 
industry,” hinting that it is the biggest issue in the merger.

The key is a high share of the LNG shipbuilding market. Dr. 
Hong In-sun from the Korea Institute for Industrial Economics 
& Trade said, “Herfindhal-Hirschman Index (HHI), which rep-
resents the degree of market concentration, is the standard for 
examination. Taking a look at only other vessels, including bulk 
ships and container ships, there is no concern over monopoly in 
terms of HHI. But, the index goes up to an alarming level when 
including LNG ships.”

In fact, the two companies won orders for 42 vessels – 25 
from Hyundai Heavy and 17 from Daewoo Shipbuilding – from 
January to November last year, accounting for 65 percent of the 
total global orders of 65. They also won orders for four LNG 
ships – one from Hyundai Heavy and three from Daewoo Ship-
building – this year, taking up one third of the total global orders 
of 12. However, a spokesperson of Hyundai Heavy Group said, 
“Unlike other consumer goods, buyers set the the price of ships. 
There will be no problem.” 

Many Problems Still Remain After Contract Signing

Hyundai Heavy to Sign Official  
Deal to Take Over Daewoo Shipbuilding  
on March 8
By Michael Herh

Hyundai Heavy Industries Co. is set to sign an official deal with Korea Development 
Bank (KDB)  to take over Daewoo Shipbuilding & Marine Engineering Co. (DSME).
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The Ministry of Food and 
Drug Safety (MFDS) has 
decided to limit the number 

of pharmaceutical companies that can 
participate in a joint bioequivalence test 
for development of generic drugs in a 
bid to put the domestic generics market 
in order.

Currently, small pharmaceutical 
companies can jointly carry out a bio-
equivalence test in developing generic 
drugs. There is no limit in the number 
of companies that can join hands for a 
joint bioequivalence test. This system 
has resulted in a large number of compa-
nies developing the same generic drugs 
simultaneously as the cost of taking a 
bioequivalence test is low.

To address this problem, the minis-
try has decided to introduce a “1 + 3” 
system, which limits the number of par-
ticipants in a joint bioequivalence test to 
three per original drug. The ministry con-
sidered abolishing the system altogether 
now, but decided to set a three-year grace 
period to give small pharmaceutical 
companies time to adapt to the planned 
change. The “1 + 3” system will go into 
effect one year after the relevant regula-
tion is revised in June or July this year.

If the joint bioequivalence test system 
is abolished, each pharmaceutical com-
pany will be required to finance a bio-
equivalence test on its own. This is likely 
to trigger a restructuring of the industry, 
as a considerable number of small and 
medium-sized pharmaceutical companies 
are expected to leave the market.

At a meeting with pharmaceutical 
company CEOs on Feb. 27, Minister Ryu 
Young-jin said, "We will strengthen the 
competitiveness of the domestic pharma-

ceutical industry by preventing massive 
development of generics. We will limit 
the number of products in a bioequiva-
lence test for three years and completely 
abolish the system afterwards."

The “1 + 3” system was proposed by 
Won Hee-mok, president of the Korea 
Biopharmaceutical and Bio-pharma 
Manufacturers Association.

The government allowed multiple 
companies to jointly conduct a bioequiv-
alence test in 2011. The deregulation 
caused the number of generic drugs to 
surge. Critics began to raise their voic-
es to restrict the bioequivalence system 
after the discovery of carcinogens in 
valsartan, which is a raw material used 
in hypertension treatment. As more than 
100 domestic generics have been found 
to have used valsartan, a growing num-

ber of people called for abolition of the 
joint bioequivalence test.

The government hopes that the 
revised bioequivalence system helps to 
improve the competitiveness of the phar-
maceutical industry as it will force com-
panies to focus on R&D on their flagship 
drugs.

After presenting its plan to over-
haul the bioequivalence test system, the 
MFDS announced good news for the 
industry. The MFDS will introduce prior-
ity counseling and expedited screening 
for priority medicines, such as rare and 
incurable disease treatments, and expand 
the scope of non-clinical trial data of 
non-OECD countries that would be rec-
ognized as valid to support the develop-
ment of new drugs by domestic pharma-
ceutical companies. 

Up to 3 Firms Allowed to Jointly Conduct a Bioequivalence Test

Korean Gov’t to Overhaul Bioequivalence 
Test to Put Generic Drug Market in Order
By Choi Moon-hee

he Ministry of Food and Drug Safety (MFDS) has decided to limit the number of pharmaceutical companies that can 
participate in a joint bioequivalence test to three.
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Kumho Asiana Group chairman Park Sam-koo has 
decided to step down from all his posts to eliminate 
what is called an “owner risk,” a risk that stems 

from investor distrust in the owner of a company. He was forced 
to resign to regain investors’ confidence in his group.

Park has been showing his strong will to rebuild his disinte-
grated group even after his failure to buy back Kumho Tire Co. 
However, his efforts to improve the group’s financial structure have 
come to nothing due to a recent controversy over an audit report 
for Asiana Airlines Inc. As an independent auditor issued a quali-
fied opinion on Asiana Airlines, investors’ confidence has been 
damaged and it has created skepticism about the airliner’s ability to 
achieve management normalization without external support.

Until now, Kumho Asiana Group has skated on very thin ice 
as it relied on debt financing. The expansion in its size through 
large merger and acquisition (M&A) deals led to a liquidity 
crisis of the group as a whole. Kumho Asiana’s liquidity crisis 
started from the acquisition of Daewoo Engineering & Con-
struction Co. in 2006. Kumho Asiana Group had total assets of 3 
trillion won (US$2.64 billion) at the time, but it bought Daewoo 
E&C, which was worth 6.40 trillion won (US$5.63 billion). The 
put-back options the group provided to financial investors (FI) 
in the acquisition deal put a massive burden on it. The situation 
was similar when the group acquired Korea Express, which cost 
4.10 trillion won (US$3.60 billion), in 2008. After all, the group 
was forced to sell Kumho Tire, a company to which Park is 
strongly attached, and all it had was 3.90 trillion won (US$3.43 
billion) worth of debt imposed on Asiana Airlines.

Kumho Asiana Group has been seeking to improve its finan-
cial structure and normalize its management repaying a large 
portion of its debt. The group secured liquidity by taking out 
loans using its stake in Air Busan Co. and a hangar in Incheon 
as collateral, issuing asset-backed securities (ABS), selling a 
stake in CJ Logistics Corp. and selling its headquarters building 
in central Seoul. Park even put up his personal wealth as collat-
eral to the KDB, the main creditor.

With such efforts, Kumho Asiana Group’s debt dropped 
from 4.60 trillion won (US$4.04 billion) in 2017 to some 3 
trillion won (US$2.64 billion) at the end of last year. This was 
because the group believed that it could take a leap again if it 
improves its financial structure by focusing on debt reduction. 
For its main subsidiary, Asiana Airlines, the fuel expenses fell in 
the second half of last year as international oil prices went down 
just in time. Moreover, there seemed to be a growing demand 
as the number of outbound travelers was expected to increase 

from 2.80 million in 2018 to30 million this year. With an 
increasing passenger demand, the sales grew as well and there 
was no problem with cash flow. In fact, Kumho Asiana Group 
announced in February this year that it recorded its highest sales 
at 6.85 trillion won (US$6.02 billion) last year and pledged to 
make an additional improvement in its financial structure by 
issuing 150 billion won (US$131.87 million) worth of perpetual 
bonds this month.

 All these efforts went for nothing after Samil Pricewater-
houseCoopers (PwC) issued a "qualified" opinion in the audit 
report as the airline failed to submit some financial state-
ments for 2018 on March 21.It came after the auditor addi-
tionally asked the airliner to treat the maintenance costs for 
leased planes as allowances in accounting according to the 
revised external audit law. The stock trading of Asiana Airlines, 
which failed to receive an "unqualified" opinionwas once sus-
pended. Samil PwC revised its opinion on the airliner’s 2018 
financial statement from “qualified” to “unqualified” through 
the reaudit on March 26 but market confidence had already 
dropped. Asiana Airlines’ net loss for last year greatly rose from 
10.40 billion won (US$9.14 million) to 195.90 billion won 
(US$172.22 million) in the process of additionally reflecting the 
maintenance costs into allowances.

 Even when Kumho Industrial Co. and Kumho Tire went 
on strike in 2009, Park came under pressure to resign from the 
market but he survived. However, the market could no longer 
trust Kumho Asiana Group after it experienced the “no-meal 
fiasco,” which occurred after a change in caterer, last year and 
the latest incident in a row. The price of Asiana Airlines and 
Kumho Industrial shares plunged and there was a rumor that it 
would make Park take responsibility for the “qualified opinion” 

Asiana Airlines Facing Liquidity Problems

Kumho-Asiana Chairman Steps Down  
to Restore Investor Confidence
By Michael Herh

Kumho Asiana Group chairman Park Sam-koo has decided to step down from his 
post to restore investor confidence.
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As a "qualified" opinion of 
the audit reports can lead to 
a downgrade of Asiana Air-

lines’ credit rating from the current BBB- 
to BB+, it raises the possibility of cross 
default on debts related to maintenance of 
leased planes and asset-backed securities 
(ABS) and asset-backed short-term bonds 
(ABSTB). Cross default is a provision in 
a bond indenture or loan agreement that 
puts the borrower in default if the bor-
rower defaults on another obligation.

The balance of Asiana Airlines’ ABS, 
corporate bonds and lease debts comes 
to 3.13 trillion won (US$2.76 billion), 
according to investment banking (IB) 
industry sources on March 25. Out of 
these, ABS, which is worth more than 
1 trillion won (US$881.83 million), has 
a trigger clause that the company has to 
make an early payment when its cred-
it rating is downgraded from BBB- to 
BB+, which is a speculative grade rating.

If debenture holders declares the trig-
ger clause, Asiana Airlines has to make 
an early payment with cash alone with the 
company unable to refinance properly.

Asiana Airlines had only 295 billion 
won (US$260.14 million) worth of cash-
able assets as of the end of September last 
year. The market believes that the com-
pany’s cash flow will get worse and it 
is impossible to rule out an ABS default 
when ABS investors demand an early 
repayment.

The problem is that even 1.50 tril-
lion won (US$1.32 billion) worth of 
lease debts has a special agreement 
for early repayment. Asiana Airlines’ 
financial lease debts has a clause that a 
default on a specific loan is considered 
the grounds for early payment of finan-
cial lease debts. In short, the aftermath of 

ABS default can increase the possibility 
of cross default of debts.

The trading of Asiana Airlines’ cor-
porate bonds is blocked in the trading 
market. Korea Exchange said the compa-
ny’s listed corporate bonds, the “Asiana 
Airline 86," would be delisted on April 
8. The Asiana Airline 86 will also be sus-
pended from trading until March 27.

The  Korea  Inves to r s  Se rv i ce 
announced on the same day that the cred-
it rating of Asiana Airlines’ ABS which is 
linked with the company’s credit rating 
has included in one of subjects to con-
sider a downgrade.

Financial authorities have stepped in 
to calm down the growing concern about 
Asiana Airlines. Choi Jong-ku, chairman 
of the Financial Services Commission 
(FSC), said the situation would be set-
tled without causing serious problems. 
“Asiana Airlines received the qualified 
opinion not because the company had 
problems with business capacity or cash 
flow but because of issues related to the 
financial statement evaluation method. 
Its ABS, which has become a concern, 
has been issued in security for accounts 
receivable so generally there is no prob-
lem with repayment if the company nor-
mally runs business.” 

FSC Head Optimistic About Asiana's Debt Repayment

Asiana Airlines Arouses 
Fear of Defaulting on  
3 Tril. Won Debt
By Yoon Young-sil

 Choi Jong-ku, chairman of the Financial Services 
Commission (FSC), said Asiana Airlines would have 
no problem with debt repayment if it normally runs 
business. 

incident at the two companies’ share-
holder meetings to be held on March 
29.

In particular, Kumho Asiana 
Group came under pressure as there 
was even a rumor that the financial 
regulators were considering ways to 
include a certain ratio of marketable 
borrowing in the basis of main debtor 
group selection after the Asiana Air-
lines’ incident. An official from the 
business community said, “Asiana 
Airlines is like a bomb to the group, 
though it received an “unqualified” 
opinion. He seems to have made 
the decision to resign due to a sense 
of crisis that the group itself can be 
dissolved if Asiana Airlines which 
accounts for 60 percent of the total 
sales of the group collapses with the 
liquidity issue.”

 As Park has decided to step 
down as group chairman and CEO of 
Asiana Airlines and Kumho Indus-
trial, the group's holding company, 
South Korea’s two largest airliners 
need to suddenly speed up manage-
ment succession to the third genera-
tion of the owner family. Both Hanjin 
Group chairman Cho Yang-ho who 
has lost his management rights of 
Korean AirLines Co. after the Nation-
al Pension Service voted against 
Cho's reappointment and Park have to 
worry about the consequences. Since 
Cho has been removed from its board 
and Park has offered his resignation 
suddenly, it was insufficient to suc-
ceed the management rights to Kore-
an Air president Cho Won-tae and 
Asiana IDT president Park Se-chang.

Chairman Park owns a 31.1 percent 
stake in Kumho Bus Lines Co., which 
controls Kumho Asiana Group, while 
the junior Park holds a 21 percent stake. 
President Cho has only a 2.34 percent 
stake in Hanjin KAL Corp., the holding 
company of Hanjin Group. An official 
from the business community said, “It 
must be not easy to carry out manage-
ment succession under the current situ-
ation where owners stepped down from 
their posts. It will take a lot of time to 
initiate a succession process.” 

MONEY
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SK Innovation Co., South Korea's top oil refiner, has 
decided to spin off its materials business unit that the 

company has been promoting as its new growth engine.
The company announced on March 21 that its shareholders 

have approved a plan to spin off its electronic materials unit 
at the shareholders meeting held at the head office in Seorin-
dong, Seoul. The tentatively named “SK IE Materials” will 
begin independent management on April 4 and strengthen its 
business specialty.

With the latest move, the number of SK Innovation’s affili-
ates will be six from the current five -- SK Energy Co., SK 
Global Chemical Co., SK Lubricants Co., SK Incheon Petro-
chem Co. and SK Trading International Co.

In addition, the company reported last year’s business per-
formance, including sales of 54.51 trillion won (US$48.28 

billion) and operating profit of 2.12 trillion won (US$1.88 bil-
lion).

Kim Joon, president of SK Innovation, said, “We were able 
to strengthen our competitiveness and achieve progress in new 
business fields last year through the Deep Change 2.0 strategy 
despite the global economic downturn." He forecast that this 
year, e-mobility would become more popular while environ-
mental problems would become more serious. 

Hanjin Chairman Ousted from Korean Air Board

Hanjin Group Chairman 
Deprived of Control on Korean Air
By Michael Herh

SK IE Materials to Be Launched on April 1

SK Innovation to Spin Off 
Materials Business Unit
By Jung Min-hee

Hanjin Group chairman Cho Yang-ho has lost his control 
of Korean Air, the group's flagship company.

Korean Air held a general shareholders' meeting on March 
27, putting Cho's reappointment as an inside director and other 
matters to a vote.

Cho's reappointment was voted down, with 64.1 percent 
of the shareholders voting for him and 35.9 percent voting 
against him. He needed support from at least two thirds of the 
shareholders to retain his seat on the board of Korean Air.

He was dealt a blow by the National Pension Service (NPS), 
which has decided to oppose his reappointment. The NPS, the 
second largest shareholder of Korean Air, has joined foreign 
institutional investors in ousting Cho from the board.

The NPS’ Special Committee on Fiduciary Responsibility 
decided to oppose an extension of Cho’s term as an inside 
director on March 26. The fiduciary committee did not reach 
an agreement in its first meeting on March 25 because the 
members were sharply divided.

"We decided against the reappointment of Cho as an inside 
director because he had a history of undermining corporate value 

and infringing upon shareholder rights," the committee said. Cho 
is now on trial for allegedly embezzling a total of 27 billion won.

Earlier, global voting advisors such as ISS and Korean vot-
ing advisors such as Sustinvest, and the Center for Good Cor-
porate Governance advised shareholders to object to Cho's reap-
pointment. Three foreign institutional investors -- the SBA of 
Florida and the Canada Pension Plan Investment Board (CPPIB) 
and British Columbia Investment Management Corp. (BCI) -- 
expressed their objections as well.

Cho controls 33.35 percent of the shares of Korean Air, 
including the stakes held by people and organizations with 
special ties with him. 

Hanjin Group chairman Cho Yang-ho has lost control of Korean Air as shareholders 
oppose his reappointment as an inside director of the airliner.

SK Innovation Co. has decided to spin off its materials business unit.
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Under pressure from U.S. activist hedge fund Elliott 
Management, Hyundai Motor Group is expected to 
propose a stronger shareholder friendly policy and 

announce its new governance reform plan.
The group scrapped its governance reform scheme last year 

due to opposition from institutional shareholders, including 
Elliott Management. Industry watchers expect the group will 
present a more shareholder friendly governance plan this time.

Hyundai Motor Co. executive vice chairman Chung Eui-sun 
will be confirmed as chief executive officer (CEO) of Hyundai 
Motor Co. and Hyundai Mobis at the board meetings of the two 
companies to be held after the general shareholders meetings on 
March 22. Before the board meetings, Hyundai Motor Group 
presented a stronger shareholder friendly policy to respond to 
Elliott's call for higher dividend payouts.

Previously, Hyundai Mobis announced a 2.60 trillion won 
(US$2.31 billion) shareholder return package over the next 
three years in response to Elliott’s demand for special dividend 
payouts worth 2.50 trillion won (US$2.22 billion). Hyundai 
Motor presented its medium and long-term performance 
improvement guidance, pledging to attain an operating margin 
of 7 percent  and return on equity (ROE) of 9 percent by 2020.

When Chung is elected as CEO, the group is forecast 
to come up with its new governance reform plan which can 
receive approval from shareholders. The IB industry believes 
that Hyundai Motor Group will unveil its governance reform 
plan by the end of next month. The new plan, like the earlier 
one, is expected to put Hyundai Mobis at the top of the 
governance structure and use Hyundai Glovis as a key unit in an 
organizational overhaul.

If Hyundai Motor Group’s performance improves quickly 
in the first half of the year, Chung may aggressively increase 
his stakes in core businesses. In this case, Chung can fully 
receive his dividends and sell off his stake in Hyundai Glovis, 
a subsidiary that was named by the Fair Trade Commission as a 
tool for intra-group unfair trading. 

Chung may attempt to partially revise last year's governance 
reform plan. He may push for a merger between spun-off units of 
Hyundai Mobis and Hyundai Glovis and address the complaints 

of Hyundai Mobis shareholders by changing the merger ratio. 
He can become the largest shareholder of the remaining Hyun-
dai Mobis by exchanging his stake in merged Hyundai Glovis 
with the stake in Hyundai Mobis owned by Kia Motors. He can 
acquire the 7 percent stake held by chairman Chung Mong-koo 
through inheritance and the 5.7 percent owned by Hyundai Steel 
through purchase. In this case, however, he needs a new logic to 
justify the change in the merger ratio. Chung’s stake in Hyundai 
Mobis can also be reduced.

There is another option for the governance reform plan. 
The group can put Hyundai Glovis at the top of the governance 
structure. In this case, the group can split Hyundai Mobis 
and have Hyundai Glovis acquire the stake in the remaining 
Hyundai Mobis held by Kia Motors. Chung can secure enough 
stakes to directly and indirectly control the group and convert 
the indirect stake into the direct stake through the merger 
between the two companies in the future.

Some experts say that the group is least likely to reform its 
governance structure through the spin-off of business divisions 
with the announcement of Hyundai Mobis’ shareholder value 
improvement plan. Lee Jae-il, an analyst at Eugene Investment 
& Securities, said, “Since it confirmed a large-scale capital 
investment, it cannot reduce Hyundai Mobis’ capital and worsen 
its cash flow of operation. The practical alternative plan at this 
stage can be the settlement of the cross-shareholding structure 
by the major shareholder’s purchase of the stake in Hyundai 
Mobis owned by Kia Motors.

Hyundai Motor Group announced its plan to spin off 
Hyundai Mobis’ module and after-sales business and merge it 
with Hyundai Glovisin April last year. However, it withdrew the 
plan after Elliott said the 0.71:1 merger ratio between Hyundai 
Mobis and Hyundai Glovis would undervalue Mobis shares and 
is unfair to its shareholders.

Hyundai Motor Group has four cross-shareholding 
structures between Hyundai Mobis, Hyundai Motor, Kia Motors 
and Hyundai Mobis. Chung does not have the stake in Hyundai 
Mobis, which is at the top of the governance structure, so the 
core of the governance reform plan is to strengthen the control 
of affiliates through Hyundai Mobis in the future. 

Likely to Adopt a Shareholder Friendly Approach

Hyundai Motor 
Expected to Unveil  
a New Governance 
Reform Plan
By Jung Min-hee

Hyundai Motor Group is expected to announce a new governance reform plan 
soon.
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LG  E l e c t r o n i c s  I n c .  h a s 
become more aggressive in 
advancing into new business-

es after Koo Kwang-mo took office as 
chairman of LG Group last year. As the 
company has made bold investments in 
future growth engines, the number of its 
subsidiaries has greatly increased for the 
first time in four years. The electronics 
giant is expected to continue investment 
in and cooperation with technology com-
panies to secure competitiveness in auto-
motive electronics, artificial intelligence 
(AI) and robotics. Moreover, not only 
LG Electronics but also LG Group as a 
whole are expected to accelerate disposal 
of non-core businesses.

The number of consolidated sub-
sidiaries of LG Electronics stood at 139 
in 2018, up 16 from 123 a year earlier, 
according to last year’s audit report sub-
mitted by LG Electronics on March 10. 

LG Electronics saw the number of its 
subsidiaries increase for the first time 
in four years after 2014. The figure rose 
from 138 in 2013 to 141 in 2014 but slid 
to 125 in 2015 and 123 in 2016. In short, 
LG Electronics’ strategy, which focused 
on downsizing, has been changed.

The number of subsidiaries of LG 
Electronics sharply increased last year 
largely due to the fact that the compa-
ny acquired Austria’s ZKW, the world’s 
largest automotive lighting and headlight 
systems provider, for 1.40 trillion won 
(US$1.23 billion). It was the biggest 
acquisition made by LG Electronics in 
history. After the acquisition of ZKW, a 
total of 14 companies, such as holding 
company and production corporations in 
Austria and production corporations in 
Slovakia, China, Mexico and the Czech 
Republic, have become new subsidiaries 
of LG Electronics.

In addition, “LG Technology Ven-
tures” and “LG Electronics Fund” have 
become subsidiaries. LG Technology 
Ventures, a venture investment firm 
established in Silicon Valley last year, 
operates venture company investment 
funds jointly created by LG Electronics 
and LG Group’s other affiliates, such as 
LG Chem Ltd., LG Display Co. and LG 
Uplus Corp.

Starting with the investment in 
Ridecell, an autonomous driving soft-
ware venture based in Silicon Valley, 
in November last year, LG Technology 
Ventures has made an investment in May 
Mobility, a U.S.-based startup devel-
oping self-driving shuttle buses, and is 
aggressively investing in automotive 
electronic business, which LG Electron-
ics considers one of its future growth 
engines.

Its investment in the AI and robot 
sectors is also notable. LG Electronics 
made an equity investment in AI startup 
“Acryl Co.,” industrial robot manufactur-
ing firm “Robostar Co.” and U.S.-based 
robot developer “Bossa Nova Robotics 
Inc.” last year.

LG Chem also saw the number of 
subsidiaries increase last year. It added 
seven new units, boosting the total num-
ber to 45. LG Chem bought Ugimag 
Korea Co., which manufactures and sells 
permanent magnets used in small motors 
for cars and home appliances, for 23.30 
billion won (US$20.49 million) in 2018 
as well as Uniseal Inc., a U.S.-based sup-
plier of specialty adhesives and sealants 
for cars.

Furthermore, LG Uplus, a distant 
third player in the wireless market, has 
finally decided to take over CJ HelloVi-
sion, the nation's No. 1 cable TV com-
pany, to change the landscape in the 
domestic pay TV market. An official 
from the business community said, “LG 
Electronics expanded its investments in 
future growth engines, including auto-
motive electronic, AI and robot, last year 
and is accelerating business reorganiza-
tion by closing down its non-core fuel 
cell business. The is expected to pursue 
M&As and make investments in a more 
decisive manner this year.” 

Number of Affiliates Grows for First Time in Four Years

LG Electronics Makes 
Bold Investments in Future 
Businesses

LG Electronics Inc. has become more aggressive in investing in new businesses after Koo Kwang-mo took office 
as chairman of LG Group last year.

By Kim Eun-jin
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Statistics Korea announced on 
March 5 that the number of 

"medium-sized" South Korean enter-
prises was 4,468 in 2017, equivalent to 
0.7 percent of all South Korean for-profit 
corporations, and they accounted for 15.5 
percent of Korea’s total industry sales 
during the same period. Those medium-
sized enterprises’ sales totaled 738 tril-
lion won in 2017, up 15.5 percent from a 
year earlier.

A company is defined as a medium-
sized enterprise when it meets one of the 
four criteria – more than 1,000 employ-
ees on the payroll, assets exceeding 500 
billion won, 100 billion won or more in 

equity capital, and annual sales of 150 
billion won or more on average for three 
years. 

In 2017, medium-sized enterprises 
increased the number of their employees 
by 8.9 percent to 1.36 million, which is 
13.6 percent of the total employment of 
the country.

Earlier, the Association of High 
Potential Enterprises of Korea and the 
Ministry of Trade, Industry and Energy 
conducted a survey on their employ-
ment from September to November last 
year. In that survey, 1,021 medium-sized 
local enterprises answered that they hired 
253,952 persons in 2017, up 26.9 percent 

from a year ago.
In 2017, those enterprises’ total R&D 

investment added up to 7.2 trillion won 
with a year-on-year increase of 16.9 per-
cent. The ratio of those wishing to be 
reclassified as smaller firms went down 
from 6.9 percent to 5.9 percent in 2016 
and to 4.9 percent in 2017. Regarding 
family business succession, 69.5 percent 
of the survey respondents mentioned 
excessive inheritance and gift taxes as 
the biggest obstacle to the continuation 
of themselves.  

ENERZAi, a Korean startup that 
provides AI-based solutions 

for the energy sector, has received seed 
round investment from Springcamp, a 
venture capital subsidiary of Naver Corp.

ENERZAi is a team comprised of 
engineers from Seoul National Univer-
sity’s Department of Electrical/Computer 
Engineering and Energy Resources Engi-
neering. The co-founding members gath-
ered up to solve problems of the oil and 
gas Industry, including exploration, drill-
ing and production, with solutions based 
on AI technology.

Especially, they are currently focus-
ing on inefficiency problems during the 
drilling process, where safety and cost 
issues are significant despite oil and gas 
players’ astronomical scale spending in 

drilling. In fact, cost for drilling a single 
well could cost from millions of dollars 
to up to a billion dollars, and fatal inci-
dents involving casualties could occur 
anytime since drilling sites involve large 
machinery. The autonomous drilling sys-
tem which ENERZAi is developing is 
expected to solve these inefficiency and 
safety problems of the industry.

Chang Han-him, CEO of ENERZAi, 
said, “We plan to interpret oilfield data 
based on machine learning algorithms 
to suggest optimum parameters which 
could eventually minimize inefficiency. 
These parameters will then be applied to 
the autonomous drilling system, which is 
expected to reduce drilling cost and casu-
alty accidents.” He added, “Our goal is to 
become a global leading energy company 

based on AI technology.”
Nam Hong-gyu, vice president of 

Springcamp, said, “ENERZAi members 
have expertise in diverse fields includ-
ing AI research and development, global 
business development and energy engi-
neering. We expect ENERZAi to inno-
vate the energy industry and grow as a 
global player.”

ENERZAi is currently discussing 
collaboration with government-funded 
research institutes and drilling players 
and is planning to promote field tests fol-
lowing this seed investment.  

Medium-sized Firms Growing Fast

Medium-sized Enterprises Account for 
Over 15% of Korea’s Total Industry Sales

Providing AI-based Solutions for Energy Sector

Energy AI Startup ENERZAi Attracts 
Investment from Springcamp

By Jung Suk-yee

By Kim Eun-jin

"Medium-sized" South Korean enterprises accounted 
for 15.5 percent of Korea’s total industry sales in 
2017.

ENERZAi co-founders (from left to right): Chang Han-
him, Wang Shin-jo, Hong Young-jun and Yoo Jae-
yoon
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SOMESING, a Korean startup  
tha t  opera tes  the  b lock-
chain-based Karaoke App, 

announced on March 14 that it has 
signed a strategic partnership with 
ChaintoB to expand its presence in the 
Chinese and Indonesian markets.

“We have been watching the Chi-
nese and Indonesian markets, where 
music culture has become popular, and 
we would like to expand our business 
through a strategic partnership with 
ChaintoB," said Yoon Hyun-keun, COO 
of SOMESING. “China has recently 
been interested in Korean music con-
tent, and Indonesia is also very interested 
in all the cultures related to the Korean 
Wave." Yoon added. According to him, 
China and Indonesia have a positive 
image of Korean cultural content. Fur-
thermore, the size of their markets is so 
huge that SOMESING and ChaintoB 
expect that SOMESING’s Karaoke App 
can attract many users.

Yoon also said, "The reasons why the 

industry and the world market are paying 
attention to SOMESING is that we have 
combined the blockchain ecosystem with 
real world services. We can change the 
paradigm of the existing karaoke culture, 
and we have also combined our service 
with the content consumption behavior 
of the digital-native era. The growth and 
scalability potential of SOMESING’s 
business is enormour due to these fac-
tors."

In regard to this strategic partnership 
with ChaintoB, Kim Heui-bae Kim, CEO 
of Emel Ventures Co. Ltd., expressed 
strong confidence, saying, "Throughout 
the world, more than 500 million people 
directly enjoy singing. Although people 
have been thinking that it is natural to 
pay for singing, SOMESING is free to 
sing, and because it's equipped with fast 
updates of brand new songs, high qual-
ity sound, sound effect controls and mix-
ing technology, it will be a great platform 
providing a huge satisfaction to a lot of 
sing lovers."

Kim added, "SOMESING not only 
allows all K-POP lovers all over the 
world to fully enjoy but will become a 
popular platform that can be used any-
time and anywhere freely through the 
distribution of music source of each 
country. Therefore, the strategic part-
nership with ChaintoB will become an 
important motive to take a step further 
into the big market."

Jang  Min ,  CEO of  Cha in toB, 
declared his firm commitment, saying, 
"It is very meaningful to expand the 
service to China and Indonesia together 
with SOMESING, a real world block-
chain service, and ChaintoB will commit 
its best to expand SOMESING’s service, 
which combined blockchain with the 
Korean Wave,  worldwide."

ChaintoB is a company that stands 
out in a variety of business areas, from 
solution services based on blockchain 
and AI technology to ICO consulting, 
building blockchain ecosystems, and 
accelerating.

In particular, ChaintoB has been 
recognized for its cutting-edge technol-
ogy as it was the only Korean team that 
entered into the final stage at the “Block-
chain Stable Economy Model Design 
Competition (BSEMDC)” hosted by 
Tsinghua University in China in August 
2018.

In September 2018, it also signed 
up an MOU on Blockchain Coopera-
tion with UDAYANA University located 
in Bali, Indonesia and became the first 
Korean company to hold a blockchain 
hackathon in Bali, Indonesia, showing 
achievements in Korean blockchain tech-
nology and business expansion in China 
and Indonesia.

Meanwhile, SOMESING announced 
that  the SOMESING beta version 
released on Feb. 28 has already attracted 
a great deal of interest in the market such 
as showing active transactions with more 
than 10,000 downloads in 10 days and 
active users within the service are show-
ing an increasing trend.

The beta version of SOMESING can 
be downloaded at the Google Play Store, 
and the release of beta version of IOS for 
iPhone users is scheduled for April.  

To Advance into Chinese, Indonesian Markets

SOMESING, ChaintoB Sign 
Strategic Partnership
By Kim Eun-jin

Kim Heui-bae (left), CEO of SOMESING, Ai Shuguang (center), ChaintoB China Biz CEO, and Jang Min, CEO of 
ChaintoB, pose for a photo after signing a partnership agreement.wage increase.
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a wide angle, the spatial light wavefront 
controller must be made of many pix-
els. However, the number of pixels of 
the conventional wavefront controller is 
insufficient to create realistic 3D imag-
es. That is, the light can be modulated 
only within a very limited angle.

Under these conditions, the 3D 
image that can be made with the current 
technology is limited to about 1 centi-
meter (cm) in size and a viewable angle 
of about 3 degrees, making it practically 
impossible to be commercialized.

Instead of constructing a complex 

Technology Transferred to Korean Firm for Clinical Trials

KIST Researchers Develop New Material 
for Treatment of Dementia
By Choi Moon-hee

A research team led by Professor 
Park Yong-geun of the Korea 

Advanced Institute of Science and Tech-
nology (KAIST) has developed a tech-
nology that can reproduce three dimen-
sional (3D) holographic displays without 
glasses.

This technology has improving 3D 
display technology one step further by 
taking an ultra-thin structure, being 
compatible with conventional display 
production process, and securing a 
large-area wide viewing angle.

A holographic display that can repro-
duce realistic 3D images without spe-

cial glasses has long been regarded as 
a dream technology. However, the 3D 
image created by the conventional tech-
nology is very small in size and the 
viewing angle is also limited, so it is 
practically difficult to be implemented.

To create a 3D hologram, both the 
intensity of the light and the direction 
in which the light travels must be pre-
cisely modulated. Precise modulation 
of the direction of light propagation is 
achieved by a spatial light wave front 
controller.

In order to precisely control the 
direction in which the light travels from 

Three-dimensional dynamic color hologram that 
operates at 60 Hz

A Technology for Holographic Displays in Smartphones

Korean Research Team Develops No-glass 
3D Holographic Display Technology
By Kim Eun-jin

ity as a drug, they found that the mate-
rial is delivered to the brain of the human 
body at a very high efficiency and had no 
adverse effect on other nervous systems.

In this study, the researchers found 
reasons that the conventional drugs have 
failed to be approved despite the short-
term efficacy shown in the previous clin-
ical studies and found a new candidate 
material that overcomes the limitations.

The researchers transferred the tech-
nology for the new candidate material to 
a Korean company in 2017, which will 
apply for approval on its clinical trial 
plans this year. 

Researchers at the Korea Institute of Science and 
Technology (KIST) have developed a new dementia 
treatment with a longer duration of efficacy compared 
to current treatments.

Researchers at the Korea Insti-
tute of Science and Technology 

(KIST) have developed a new dementia 
treatment with a longer duration of effi-
cacy compared to current treatments.

A research team led by Dr. Park Kee-
duk at the KIST Convergence Research 
Center for Dementia DTC and a team 
led by Lee Chang-joon at the Center for 
Glia-Neuron Interaction presented the 
outcome of their joint study that will 
help patients with dementia caused by 
Alzheimer's disease.

The researchers found that even 
though conventional drugs initially 
improved cognitive function by reduc-
ing the amount of GABA produced in the 
brains of patients with Alzheimer's dis-
ease, a long-term administration led to 
an increase of GABA and cognitive dys-

function again. GABA is an inhibitory 
signaling mediator in the central nervous 
system of mammals and causes memory 
or cognitive impairment when it is exces-
sively produced by reactive astrocytes.

On the other hand, the candidate drug 
newly developed by the researchers has 
been confirmed to improve cognitive 
function even after a long-term adminis-
tration.

In addition, the researchers con-
firmed that cognitive function is restored 
when they applied the material to a 
genetically modified Alzheimer's disease 
mouse model and also found a signifi-
cant cognitive improving function in a 
test, where a small dose was adminis-
tered for long-term.

In particular, when the researchers 
tested the candidate material for suitabil-
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arm and hand module connection to 
tighten or untighten. Two workmen can 
assemble Mode Man in just one min-
ute. Even a single worker can assemble 
the versatile robot in two to three min-
utes. The “genderless” modules can be 
firmly connected without the need to 
distinguish between male and female 
connections. This technology of bond-
ing joints between modules without 
male and female distinction is a unique 
achievement of the Mode Man research 
team, and the team has filed for an inter-
national standard with a relevant inter-
national organization. Lee Woo-seop, a 
senior researcher at KIST, said, "When 
this technology is adopted as an interna-
tional standard, companies in developed 
countries will use our technology."

The team also achieved technologi-
cal breakthroughs in software (SW). It 
has developed a control SW engine that 
can calculate the optimal movement 
of any hand and arm module combina-
tion. The movement of the robot arm 
can be expressed by the formula of the 
sine-cosine trigonometric function, 
which converts the rotational motion 
of the joint into the linear motion. The 
SW engine automatically calculates 
the mathematical expression that com-
bines the trigonometric function and the 
matrix to control movement of any mod-
ule combination.

Lee said, “The development method 
of the SW engine, which automatically 
constructs the calculation formula for the 
robot control by combining trigonomet-
ric functions and matrices, has been pro-
posed by various academic papers in the 
past, but this is the first time that the pro-
posal has been developed into an actual 
hardware robotic system.”

Back in 2014, when development of 
Mode Man began, the concept of col-
laborative robot was unfamiliar to the 
researchers. Only five years later, how-
ever, they succeeded in developing the 
core technology by themselves. Lee 
explained, "Korea’s collaborative robot 
technology level is now close to those of 
the United States, Japan, Germany, and 
Sweden. We can say that we are in the 
top group in some areas.” 

optical system, the team developed a 
3D image with greatly improved perfor-
mance compared by adding LCD panels 
and unperiodically designed thin films. 
Thin films consist of numerous apertures 
(pinholes) arranged in an unperiodical 
fashion, and the pinholes spread the light 
at a wide angle, forming a 3D image that 
can be seen from a wide angle.

The researchers attached the thin 
film designed according to the theory to 
the LCD panel of the conventional dis-
play and succeeded in developing a 3D 
holographic image with a viewing angle 
of about 30 degrees on a screen of about 
3 cm × 3 cm. This is about 400 times 
more than the space bandwidth that can 
be represented by a full HD holographic 
display. They also implemented dynamic 
holograms with three colors (red, green, 

blue) operating at 60 Hz.
Dr. Park Jong-chan, the first author 

of the paper, said, "In order to commer-
cialize a holographic display, it is nec-
essary to maintain a small form factor 
as well as a wide viewing angle and a 
large image size. In this study, we cre-
ated a large-area wide viewing angle 
holographic display in a flat display." 
He added, "We expect that this will be a 
foundation technology for implementing 
holographic displays in portable devices, 
such as smartphones and tablets."

The result of this research led by 
Park (formerly a researcher at the 
KAIST Physics Department, currently 
a researcher at the University of Illinois 
at Urbana-Champaign) was published in 
the online edition of Nature Communi-
cations on March 21. 

A new type of do-it-yourself (DIY) 
robot has been unveiled by the 

Robotics and Media Research Center of 
the Korea Institute of Science and Tech-
nology (KIST).

The new robot, which is called 
“Mode Man” and looks like the human 
upper body, allows users to attach indus-
trial robot arms and hands freely for their 
specific application.

The research center recently took the 
wraps off the state-of-the-art robot for 

the first time after completing its devel-
opment. It is now busy preparing for 
commercialization of the new robot.

Mode Man was developed as a col-
laborative robot that helps workers at 
production lines. It can replace several 
conventional collaborative robots as it 
can carry out various different tasks at 
the same time.

The DIY robot has attachable hands 
and arms built for different tasks, and this 
allows users to assemble them in a form 
they need. In particular, Mode Man can 
have six to seven sections connectively 
attached on both arms. It is also possible 
to combine the arm and hand modules in 
a wide variety of ways with no distinction 
of front and backside. Depending on how 
the user combines the modules, Mode 
Man's movement, speed, and power 
change.

Module attaching and detaching can 
be easily done by simply turning each 

"Mode Man," a do-it-yourself collaborative robot 
developed by KIST

KIST Develops DIY Robot 'Mode Man'

Korean Researchers Develop Fast-
Transforming 'Korean Transformer' Robot
By Kim Eun-jin
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T eachers around the world are 
undergoing a truly challenging 
time as they have to prepare 

their students for the future that is getting 
increasingly difficult to define. Techno-
logical innovation is so rapid that by the 
time their students graduate, they will face 
a world of work that is totally different 
from what we see today. It is against this 
backdrop that Dulwich College, which was 
founded in London 400 years ago, came 
up with a new approach, dubbed “Gradu-
ate Worldwise.” This concept, according to 
Graeme Salt, headmaster of Dulwich Col-
lege Seoul, puts emphasis on human quali-
ties as well as academic achievement. Salt 
says the development of character strengths 
and such core skills as the ability to under-
stand and work with other people is a better 
way to prepare students for the future than 
teaching them adult work skills. The head-
master explained the prestigious school’s 
new philosophy and some of the interesting 
activities planned to mark its 400th anni-
versary in a recent interview with Business-
Korea. The following are excerpts from the 
interview. – Ed.

What is the vision behind the con-
cept of Graduate Worldwise? Why did 
Dulwich initiate this new philosophy?

While Graduate Worldwise embraces 
a number of key themes for us, the core 
message represents our commitment to 
preparing students for a future that is 
undefinable. This means shaping our cur-
riculum and range of co-curricular activi-
ties, alongside our provision for student 

wellbeing, to build character strengths 
and skills that will stand the test of time. 
We do not believe having students learn 
adult work skills now (such as the latest 
coding program) will be as effective as 
building core skills that business futur-
ists are highlighting. These include the 
ability to work with others effectively in 
teams; to be able to problem solve; to be 
able to make brave, creative decisions 
that are often right; to carry on strong in 
the face of disappointment or temporary 
failure; to genuinely seek to understand 
other people. The "Graduate" element of 
the statement implies our commitment to 
students through their school career with 
us to build these qualities. "Worldwise" 
is a play on the term "streetwise" captur-
ing the non-conventional qualities that we 
attribute to those who will be confident of 
making their mark on the world in future.

Today’s world is not the world our 
children will inherit. It is changing faster 
than ever before. At Dulwich College we 
help students prepare for a future that is 
undefinable.

How is this approach different? 
What differentiates it from other phi-
losophies?

It is different in its emphasis on 
human qualities running alongside aca-
demic achievement. Success by students 
too often is defined in terms of short-
term achievements without consider-
ation of a longer-term view. I believe 
this has the chance to lead young people 
into blind alleys. The world is chang-

ing faster than ever before with conven-
tional qualifications not keeping up with 
the needs of employers or new flexible, 
technology-rich working environments. 
Too many young peoples’ futures are 
being shaped simplistically by qualifica-
tion systems that measure the academic 
qualities for jobs that machines will soon 
replace. We believe the development 
of core skills and character strengths 
embraced by Graduate Worldwise will 
enable Dulwich students to face uncer-
tainty with confidence and opportunity.

What are some of the benefits stu-
dents receive from this approach? How 
does it prepare students for their futures?

We are using the values statements 
currently in our mission to emphasize 
our intentions. For example, we use the 
term "Pioneering Spirit" to drive innova-
tion in students and staff. We use "Kind-
est School in the Universe" to drive 
empathy and genuine interactions with 
other people. We use "Building Bridges 
to the World" to drive an outward look-
ing approach developing the qualities of 
being "Worldwise." We use "One Col-
lege, Many Campuses" to drive collabora-
tion between students and staff across the 
Dulwich group of schools (currently 12 
in Asia with our parent in London) to the 
betterment of our students’ experience and 
preparation for Graduating Worldwise.

How have the students accepted 
this approach? Has it been a smooth 
transition?

Prestigious School Celebrates 400th Anniversary This Year

‘Graduate Worldwise’:  
Dulwich College’s Way 
to Prepare Students for 
Undefinable Future
By Yu Kun-ha

Graeme Salt, headmaster of Dulwich College Seoul
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This has not been a radical step change 
for students but they will have noticed: 
an increase in opportunities for critical 
thinking (through new philosophy class-
es); increased opportunities for decision-
making and choice in the direction of their 
learning (personal engagement and creativ-
ity); more meaningful leadership opportu-
nities (for example the leading of all Senior 
School assemblies now lies with senior 
school students); opportunities to access 
funds for personal project work.

Is it used by all Dulwich Schools? 
How many Dulwich schools are there 
internationally?

There are 12 Dulwich schools in Asia 
and our parent school in London. Yes, 
‘Graduate Worldwise’ is used to shape 
student opportunities across all schools.

I understand that this is a special 
year for the school -- the 400th anniver-
sary of the school's founding. Please tell 
us about some of the interesting activi-
ties you have planned over the next sev-
eral months to celebrate.

Dulwich College was founded in Lon-
don in 1619. We have a copy of the origi-
nal signed charter at school. The first Dul-
wich school to open internationally in the 
group was in Shanghai in 2005. In 2015, 
all schools held an Olympiad of sporting 
and cultural activities in Beijing, as a lead 
up to the momentous 400th anniversary we 
will be celebrating this year. All schools 
will have students travelling to London in 
late March to engage with each other in 
the fields of sport, visual arts, music and 
drama. We have a party of 60 students 
travelling from Dulwich College Seoul to 
take in competition, ceremonies, concerts, 
a sports fixture at the Olympic stadium, a 
play in a West End theatre and many other 
activities to explore London. Our hotel is 
next door to Tower Bridge and the Tower 
of London so students will be immersed in 
a historical part of London.

What are the preferred universities for 
Dulwich graduates? Are there graduates 
who enter universities in Korea? What are 
the most preferred fields of study for Dul-
wich graduates these days?

Our graduating students are mainly 
split between the United States and Unit-
ed Kingdom with others attending uni-
versities in Canada, Hong Kong, main-
land Europe, Australia and Japan. We 
have students at Ivy League, Oxbridge, 
top U.K. and U.S. universities, includ-
ing Dartmouth, Smith, Wesleyan, RISD, 
Oxford, Imperial, UCL, and HKUST. 
This year we already have offers includ-
ing MIT, Caltech and Tufts and a host 
from wonderful arts colleges. It is impor-
tant to emphasize that our curriculum 
enables entry to elite universities in the 
United States, United Kingdom and 
around the world, but it is our duty to 
advise students and parents about the 
importance of "right fit." The world’s 
universities are very diverse in teaching 
approach, size, location, price, employ-
ment prospects and we hope they will 
choose an institution that allows them to 
carry on ‘graduating worldwise’. We do 
not have students in Korean universities 
yet but I hope opportunities for them will 
open up more often in future, especial-
ly as Korea will soon be experiencing a 
serious demographic drop off in the num-
ber of potential students.

In Korea, multiple-choice tests are 
extensively used to assess students’ aca-
demic achievements. But many multiple-
choice tests do nothing more than assess 
students’ ability to memorize certain 
facts and details. They also make stu-
dents test-savvy. Therefore, many experts 
argue that school tests should take the 
form of essay writing to help students 
build the power to think based on their 
own experiences and observations and 
assess their abilities more accurately. 
How does your school assess students?

I could not agree more. Multiple choice 
not only limits how students are assessed, 
more importantly it shapes what they are 
taught and how they learn. There is an 
inconvenient truth that multiple choice is 
a cheap way to assess but extremely lim-
ited in what it can assess. Over-emphasis 
on this approach limits students’ potential 
to develop the important core skills and 
character strengths required to be confident 
with an uncertain future. We believe more 

in the power of "formative" assessment 
over too much "summative" assessment. 
This means continuously improving how 
and what teachers feedback to students 
to help them learn better, and structuring 
feedback in a way that students, teachers 
and parents openly discuss improvement 
strategies rather than be overly pre-occu-
pied by test results and grades.

Could you tell us how the Dulwich 
School network is governed? I assume 
that there is a board of trustees that 
controls the entire organization. How 
are board members selected?

Dulwich College Seoul has a board 
of directors responsible for its legal and 
financial operations. As the head of col-
lege, I rely on guidance about educa-
tional matters from an advisory board of 
employees from Dulwich College Man-
agement International based in Singapore 
and Shanghai to ensure alignment of 
approach across our group. We also have 
a board of trustees that advises on mat-
ters of local reputation. This board has 
appointed parent trustees as well as rep-
resentatives from Dulwich College, Dul-
wich College Management International 
and the Seoul Metropolitan Council.

Is there anything else you would like 
to share about Dulwich College and its 
special year?

We won Teaching Initiative of the Year 
at the International School Awards in Janu-
ary 2019. This was reward for our innova-
tions in Mathematics teaching, and the sec-
ond year in a row we have won this award.

We are proud of our "Diversity" 
program whereby artists visit Dulwich 
schools through the year to provide 
opportunities for shared experiences as 
well as expert personal insight to their 
craft. So far this year we have hosted the 
Royal Shakespeare Company, a modern 
jazz quartet, dancers from the University 
of Auckland, a performance poet, a cel-
list, an artist-photographer and author.

Please follow our Facebook or Ins-
tagram sites to see a full representation 
of the wide number of experiences and 
opportunities Dulwich students have in 
our school. 
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Robert Rosenstein is chairman and founder of Agoda 
and strategic advisor to the CEO of Booking Holdings. 
Peter L. Allen is the managing director of Agoda Out-

side, Agoda’s public affairs division. Agoda is the Asia-based sub-
sidiary of Booking Holdings, the world’s leader in online travel. 
Allen can be reached at peter.allen@agoda.com. -- Ed.

Around Asia — and indeed around the world — the mar-
ket for local host rentals (LHRs) is continuously growing. 
Despite very substantial demand though, an increasing number 
of restrictions are popping up against LHRs. You might be sur-
prised to learn, for example, that many home rentals are illegal 
in Thailand, that Singapore’s market is extremely restricted, 

and that Taiwan has been stepping up pressure and fines on 
both individual properties and platforms. On the other hand, 
after a recent change of law in Korea, local travelers will be 
able to enjoy the benefits of LHRs, which is a step in the right 
direction.

Reasoned legislation is needed, of course, to prevent abuses, 
such as landlords driving out tenants to convert their units into 
LHRs, but legislation should take a light touch and respond to 
the needs of all stakeholders. LHRs offer a broad array of unrec-
ognized benefits to every stakeholder including travelers, local 
communities, and entrepreneurial local hosts. If regulators rec-
ognize this fact, they will surely be more open to finding good 
solutions.

The Global LHR Market Growing Fast

Making Local Host Rentals Work for All
By Robert Rosenstein and Peter L. Allen

Robert Rosenstein, chairman and founder of Agoda
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These benefits fall into three major areas: traveler choice, 
income to hosts, and jobs and tourism dollars for communities.

1. For travelers, LHRs offer access to more choices.

For travelers, LHRs offer the variety and flexibility that 
travelers want. Parents traveling with kids can rent homes with 
separate bedrooms, washing machines, and kitchens – amenities 
that most hotels are not designed to provide. Independent travel-
ers can have a more local experience with direct access to hosts’ 
knowledge and the local culture, and for many, LHRs offer a 
better financial deal -- something Agoda’s data shows to be a 
top traveler priority. With more diverse choices and better value, 
people often stay longer.

2. For hosts, LHRs help improve their quality of life.
Hosts benefit, too, by earning additional income, which, 

research shows, often goes towards improving the property 
through upgrades and renovation, helping with mortgage and 
rental costs, daily living expenses, children’s education, and 
retirement savings. LHRs help hosts live better and make more 
efficient use of the real estate assets they have – with relatively 
little need for government support.

3. LHRs help communities thrive.

Neighbors and communities often lead the charge against 
LHRs, but in fact they benefit from these rentals. LHRs bring 
more people — and more tourist dollars, RMB, euros, and yen 
— to neighborhood businesses, as travelers spend money on 
food and drinks, shopping, local transportation, and entertain-
ment. LHRs create jobs not only for hosts but also for people 
who provide necessary services, such as checking in and out, 
cleaning, laundry, home-cooked meals, and a wide range of 
experiences (from athletics to wine tasting). Restaurant spending 
by LHR travelers in five Asia Pacific cities increased by $240 
million in 2017, compared to the previous year, according to one 
LHR platform. And while some complain that LHRs destroy 
neighborhoods, in fact many hosts depend on the income from 
their rentals to stay in their homes. Rather than compromising 
communities, LHRs can help keep communities together.

There are other significant benefits to cities that welcome 
guests in LHRs. These distributed accommodations ease over-
crowding in tourist areas, bring revenue into local communities, 
can increase sustainability, and provide valuable tax income 
that can help meet civic needs, from basic services like fire and 
police to destination marketing support, or even fostering the 
arts, education, and housing for the homeless.

In addition to these benefits, it is important to recognize that 
the local host rental segment is already large, and it is growing 
fast. (The reason is simple: people want to travel this way!) By 
the end of 2020, the LHR market will reach US$194 billion, 
Skift predicts. This style of travel is particularly attractive to 

millennials – a huge group (400 million in China alone) that is 
spending vast amounts on travel (US$1.4 trillion by 2020). Sev-
enty-four percent of U.S. millennials have already used LHRs 
for business travel. In China, the Wall Street Journal reports that 
Tujia has received US$300 million in investments, and Xiaozhu 
has received US$270 million in total funding. Both of these 
companies now qualify as Asian unicorns, with values above 
US$1 billion. To repeat, the market is huge and growing fast – 
particularly among the rising generations.

The key to harnessing this success is good regulation. If 
licensing and laws are prohibitively complex — or if rentals are 
banned outright — communities will miss out on all the benefits 
we have just explored. And while some LHRs will disappear, 
others will go underground, compromising the safety of trav-
elers. But appropriate and well-designed licensing rules and 
regulations will increase safety and manage markets in ways 
that benefit communities. We recognize that local host rentals 
are a relatively new way for people to travel and experience 
destinations, and that new models can sometimes disrupt exist-
ing infrastructure and process. But good, balanced licensing and 
registration requirements and processes can help prevent these 
problems.

Change is disruptive: We know this very well from our 
experience at Agoda, a leading digital travel technology com-
pany. But ignoring change does not make it go away. Depriving 
many people of the benefits of change to protect the interests of 
a few is not economically beneficial, nor is it democratic or fair. 
We urge governments and citizens to find ways to manage it 
well. If they do this and do it right — everyone — guests, hosts, 
neighbors, cities, and even tax collectors — will be better off. 
And who can argue with that? 

Peter L. Allen, managing director of Agoda Outside
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Korea Ginseng Corporat ion 
(KGC) announced on March 

15 that its premium cosmetics brand 
Donginbi has won a Package Design-
Beauty award at 2019 iF DESIGN 
AWARD 2019.

The iF DESIGN AWARD is one of 
the top three design prizes in the world 
and its awards are divided into seven cat-
egories: product, package, communica-
tion, service design and UX, architecture, 
interior and professional concept. This 
year, a total of 6,375 exhibitors from 52 
countries entered the competition.

The Donginbi 1899 line received a 
high score for bringing out preciousness 

of its main ingredient red ginseng oil and 
blending the craftsmanship of the 1899 
Signature Oil in a stamp-like cap made 
of leather and metal in combination with 
a wood package through a design con-
cept of re-interpreting the shape of tra-
ditional Korean pot into a bottle shaped 
like an oil droplet.

KGC’s Donginbi official said, "We 
have tried to express red ginseng oil, 
which is the signature raw material of 
Donginbi products, by utilizing the beau-
ty of Korean tradition. Based on solid 
quality of Donginbi products, we will 
continue to strengthen design capabilities 
to beef up its name value in the global 

market."
Donginbi is a premium ginseng cos-

metics brand that pursues to create firm 
skin based on KGC’s 120 years of his-
tory and technology. By applying KGC’s 
exclusively developed red ginseng oil, 
extract, and condensate to all cosmetic 
lines, Donginbi has made red ginseng 
products for skin, which are different 
from other oriental cosmetics. 

ics based on KGC’s red ginseng technol-
ogy, which has a history of 120 years. Its 
products pursue a “high-density skin” 
and have powerful anti-aging effects as 
they contain KGC’s trinity of Red Gin-
seng Oil, Red Ginseng Condensate and 
Red Ginseng Extract.

Donginbi’s products can be found 
at Donginbi stores in major depart-
ment stores and duty-free shops across 
the country, "Cheong Kwan Jang & 
Donginbi LOUNGE 1899" stores, and 
the Cheong Kwan Jang Mall. 

Utilizing the Beauty of Korean Tradition

KGC’s Donginbi Wins iF Design Award
By Choi Moon-hee

Donginbi, a premium red gin-
seng cosmetics brand owned 

by Korea Ginseng Corp. (KGC), has 
launched a high-end sheet mask line 
dubbed the “Mi Mask Stick.”

This premium mask line uses KGC’s 
red ginseng technology and high-quali-
ty ingredients to enhance skincare ben-
efits and differentiate itself from ordinary 
mask sheets.

The Mi Mask Stick is designed to 
provide customized intensive care to 
solve various skin problems. It comes 
in five types, with each type offering 
a specific function. The five types and 
their functions are Power Repair (elas-
ticity), Nutrition (nutrition), Vital (vital-
ity), Hydro (whitening) and Brightening 
(moisture). Users can select one of the 
five types depending on their skin condi-
tions. Unlike common mask packs, they 

come in a stick form, which is easy to 
carry, store, and use.

To celebrate the launch of the new 
product, KGC is holding the “MASK IN 
LOVE” promotional event, which runs 
until March 17.

During the event, customers who 
purchase the five types of the Mi Mask 
Stick will be given a “Red Ginseng Daily 
Defense Essence (mini).” Those who 
purchase the “1899 Oil Capsule Serum” 
or the “Donginbi Power Repair Essence” 
will be given two Mi Mask Stick (Vital) 
sheets, a Donginbi Candle and a diffus-
er. In addition, customers who purchase 
the Donginbi Essence products, includ-
ing the Defence, Moisture & Balancing, 
Duedrop Intensive Hydro and Brighten-
ing, will receive a Mi Mask Stick sheet 
and a Donginbi Candle.

Donginbi produces high-end cosmet-

The Mi Mask Stick sheet masks from Korea Ginseng 
Corp.

Based on KGC's Red Ginseng Technology

Donginbi Launches Premium Mask Sheet 
Line ‘Mi Mask Stick’
By Choi Moon-hee

Korea Ginseng Corporation’s (KGC) premium cos-
metics brand Donginbi has won a Package Design-
Beauty award at 2019 iF DESIGN AWARD 2019.
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Ko r e a  H e a l t h  I n d u s t r y 
Deve lopmen t  In s t i t u t e 
(KHIDI) and Chungcheon-

gbuk-do (south Chungcheong Province) 
announced that they will hold the 14th 
Bio Korea 2019 in COEX, Seoul from 
April 17 to 19.

It is Asia’s largest biotechnology 
convention, where pharmaceutical and 
biotechnology companies, hospitals, gov-
ernment agencies, medical device mak-
ers, and research institutes participate. In 
last year’s event, 25,000 people from 50 
countries participated, and 700 domestic 
and overseas companies held successful 
business forums and exhibitions.

This year, more than 400 domestic 
and foreign companies, including Chong 
Kun Dang and Yuhan, have applied for 
business forums and exhibitions, and this 
year’s event is composed of conferences, 
business forums, exhibitions, invest fair, 

and job fair.
Domestic pharmaceuticals and prom-

ising companies that will lead the next 
generation of bio industry will participate 
in the conference, and hospitals, govern-
ment agencies, and research institute-
related industries will also showcase the 
latest biotech technology and new prod-
ucts.

There will be halls with a variety of 
themes, where participants can check out 
the innovational technologies and prod-
ucts of the health industry. In addition, 
there will be halls for healthcare start-
up and new excellent technology (NET) 
promotion. There will also be an H+TLO 
center, where people can learn about 
trends of healthcare technology commer-
cialization through industry-university 
cooperation.

In the health functional food sector, 
companies like Novarex and Suheung 

will participate. Foreign countries, 
including Australia, India, and Russia, 
will open booths to promote their global 
biotechnology business.

The KHIDI said, "There will be a VR 
experience hall to help participants to 
take a closer look at products and facili-
ties and the QR code system will allow 
companies to attract more visitors, while 
obtaining information of potential cus-
tomers visiting the booth.”

For registration and more informa-
tion, visit the conference website (http://
www.biokorea.org/index.asp?pLn=Eng). 

2019 Bio Korea poster.

Buyer consultation. Event venue. 

Asia’s Largest Convention

BIO Korea 2019 will 
Open from  
April 17 to 19 in COEX
By Lee Song-hoon
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