dunQ bradstreet

Country Insight Snapshot
Korea (South)

November 2021

......00; =
e

L
000000006 -
o000 or e

-

[
\‘
00 0000000 09¢
3 '

Written 12 November 2021



Country Insight Snapshot: Korea (South) ’)
November 2021 ’

Overall Country Risk Rating: DB3b Last change: November 2020 u

Slight risk: Enough uncertainty over expected returns to warrant close monitoring of country risk.
Customers should actively manage their risk exposures.

Rating Outlook: Improving

WorldWatch Headline

South Korea’s strong economic recovery and high vaccination levels could support another
interest rate hike in 2021, aimed at containing financial risks.

Recent Changes

e The current rating of DB3b is only one quartile off its historical /* . during the Asian
financial crisis (1998-99) and the first year of the pandemic (Apr" <ovember< 20).

e We upgraded the country risk score in late 2020 from DB3c¢" DB3b ag’ ¢ epidemic
was contained and exports grew.

e We ameliorated the rating outlook to ‘improving’ in May 2021.

Crents to Watch - A

e We expect a relatively broad-based econop avery . 2022, drive’ Jrimarily by a
recovery in the service sector.
e South Korea’s vaccination effort has b* i a succes more th. 7 o of the population

are fully vaccinated, which has allov. the goverr’ ent to ease 1 strictions.

e The presidential election due in 202~ “ll tes” ae public’s disaffection with housing
prices and corruption cases in adminis .

. The Regional Comprehensive i . mic Pai. =ship (RCEP), which South Korea signed
with the Association of Southea: ‘As. »Natioi. ASEAN), China, Japan, Australia and
New Zealand, is due to take effec hy jo ary 20- ..

ClloAcion QS Y|

. Expect evnorts and service ctor reop.aing to support growth in 2022.
. Be awai ... “nuth Korea’s' ions feature concentrations of different industries.
e Setcredit rmsco vatively,  .th a minimum of SD terms for small companies.
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Country Insight Headlines

Credit Environment Score: DB3bjy

Last change: November 2021 (DB3c=>DB3b)
Rating Outlook: Stable

Risks and Opportunities

e We have upgraded the credit environment score by one quartile to DB3b, thanks to the
economic recovery and policy support.

e In August, the Bank of Korea became the first central bank in Asia t#* icrease interest
rates amid concerns about rising financial risks.

e The economic recovery should gather pace now that the govers® cnt has be? 1 easing
restrictions; the plan is for a return to normality by early 2022,

e The credit spreads of BBB-rated corporate over-three-year g am< = bonds ha
stopped short of 2009 levels, but would have been higher without er. ency supps

Trade Terms

besrpion g FRG g T

Minimum Terms OA
Recommended Terms SD
Usual Terms 30-90 days

Source: Dun & Bradstreet

Note: OA: Open Account; SD: Sight Dray ‘L. umenta.  “ollection); LC: Letter of Credit; CLC:
Confirmed Letter of Credit; CiA: Cash in A van.

Export Credit Cover

pgeny oo |

US Eximbank " cover available
Eksport Kredit Fonden Fun =r available, conditions apply
ECGD ~ll cover available
Euler Hermes AG Full cover available
Soure .port Creait Agencies

C Lto A on
e Be aware  1at South Korea’s geographic regions feature concentrations of different

industr and will face divergent shocks from demand shifts at home and abroad.
e L _ait terms conservatively, with a minimum of SD terms for small companies.
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Supply Environment Score: DB3ajf g

Last change: November 2021 (DB3b=>DB3a)

Rating Outlook: Stable

Risks and Opportunities

South Korean authorities have been effective at containing COVID-19, and the country
has avoided the need for an economically damaging lockdown.

Japan’s removal of South Korea from its list of countries with automatic approval for
high-tech exports since 2019 has not affected supply chains greatly.

Global semiconductor shortages have hit the automotive sector hard, leading to big falls
in output.

In September 2020, Typhoon Haishen temporarily interrupted th* Operation of two
nuclear reactors at the Wolseong plant in North Gyongsang prox _e.

Call to Action

Be aware of sectors with just-in-time inventory systems that rely hc ‘v on plies
from overseas and may be affected by bottlenecks the global container . '« chain.
Note that South Korea’s integration with Asian su, ‘ers means it is less  xposed to
inward supply-chain shocks from Europe and.the Ame. .

Check whether critical facilities and supp! .'a. “ithin = m of the® ar main nuclear
sites; if so, check the terms of your busi® ,s-disrup.  n/contii. ac’ .surance.

Be aware of the theoretical risk of < aflict with/ orth Kore. .recting suppliers; we
advise contingency planning given thc n-zero .
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Market Environment Score: DB3cFA'Y

Last change: N/A->DB3c

Rating Outlook: Stable

Risks and Opportunities

e The revised US-South Korea free trade agreement took effect in January 2019, doubling
the annual quota for vehicle imports and easing non-tariff barriers.

e Trade relations with Japan entered a crisis in August 2019, when Japan deleted South
Korea from its list of countries enjoying automatic approval for high-tech exports.

e South Korea has signed the Regional Comprehensive Economic Partrership (RCEP)
along with the Association of Southeast Asian Nations (ASEAN" China, Japan,
Australia and New Zealand; it may take effect by 2022.

e South Korea’s per capita GDP stayed above USD30,000 in 20204 a show of silience,
making it the tenth-richest economy, displacing Italy.

Call to Action

e Note common rules of origin for trade within the” TEP once it takes eftc. < [ at the
earliest in early 2022, and South Korean tariff exem, ns for RCEP membe. ..

e Note further retaliation measures from Japar.are poss.  if South Kor‘an courts seize
Japanese corporate assets to compensate ¥ o rced i urers.

e Note that every year South Korea’ .rade c¢ mission. il .vestigates several
applications for unfair trade practice’ ad anti-dur  ing from a. _ted companies.

e Look for opportunities created by So.. Korea’s’ xible preferential tariff system.
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Political Environment Score: DB3cF A Y

Last change: N/A->DB3c

Rating Outlook: Stable

Risks and Opportunities

*  North Korea has demonstrated its short-range ballistic and cruise missiles with repeated
tests since May 2019, and continues to evade UN sanctions.

e The security situation in the peninsula is at its most fluid in decades, in line with US-
China, Japan-South Korea and inter-Korean relations.

e Key presidential elections are due to be held in early 2022.

e Victory for the ruling Democratic Party’s candidate, would likely< _ further steps
aimed at lowering inequality through increases in welfare spendi:* ananced by large
budget deficits.

e Victory for the opposition People Power Party (PPP) would bi!.  some rey’ al of these
policies, and a more hawkish stance towards China.

Call to Action

e South Korea is closely integrated into global sup, - chains; we advise « sntingency
planning, given the low, but not impossible, risl-of cori. = with North 7 area.

e Note that diplomatic relations with Japa:® .vc  erior.. 'and tex’ Jn over military
costs is complicating relations with the”

e Be aware that a big change in policy® ikely if the pposition.  ple Power Party wins
the upcoming presidential election.
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User Guide

Country Insight Snapshot: Korea (South) E’))

Please click here to visit our online user guide.

Other Dun & Bradstreet Products and Services

Sales Publisher

Email: countryinsight@dnb.com Dun & Bradstreet

Telephone The Point

UK: +44 20 7149 5000 37 North Wharf Road

US: +1 800 234 3867 London W2 1AF

Rest of World United Kingdom

contact your local office Tel: +44 20 7149 5000

or call +44 20 7149 5000 Email: countryinsight@ _.com

Dun & Bradstreet, a leading global provider of business decisioning data . ‘analyt” | enables
companies around the world to improve their business performance. Dun & . #* cet’s Data
Cloud fuels solutions and delivers insights that empower customers to accelerate. venue, lo
cost, mitigate risk, and transform their businesses. Since 1841. companies of every . »ha .elied
on Dun & Bradstreet to help them manage risk and reveal op, tunity. Visit www.di.  .m for
details.

For further information on Country Insight Group p .acee d serv. = pleased it

UK: https://www.dnb.co.uk/products/finance-cred” .isk/coun -insighe =« oLal-risk-
management.html

US: https://www.dnb.com/products/finance-crea.  ‘sk/cous y-insight-for-global-risk-
management.html

Canada: https://www.dnb.com/ca-en/pro. . ‘finance  dit-ri -insight-for- -risk-
management.html

Hong Kong: https://www.dnb.com.hk/Cour y-l.  hts/pag  <m

Legal and Copyright N

While the editors endeavour to er. e thc© wri v of all information and data contained in this
Country Insight Report, neither the, »r Dun <« radstreet Limited accept responsibility for any
loss or damage (w! . direct or indin. )\ whatsoever to the customer or any third party resulting
or arising therefron

© All rights reserved.. o pa of this, olication may be reproduced or used in any form or by
any mea= wraphic, ele. < .c or mechanical, including photocopying, recording, taping, or
info Loon storage anc. trieval systems without permission of the publisher.

O claimer

Wh.. . & Brads et attempis to ensure that the information provided in our country reports
is as accurate and ¢/ plete as possible, the quantity of detailed information used and the fact that
some of thwinta” ion (which cannot always be verified or validated) is supplied by third parties
and sources ... controlled by Dun & Bradstreet means that we cannot always guarantee the
accuracy, completeness or originality of the information in some reports, and we are therefore not
responsible for any errors or omissions in those reports. The recipients of these reports are
responsible for determining whether the information contained therein is sufficient for use and
shall use their own skill and judgement when choosing to rely upon the reports.
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