This report, a condensed English version of ‘BOK Regional Economic Report’ published
in Korean, is compiled based on information gathered by the sixteen regional
branches of the Bank of Korea from companies and other organizations within their
regions between late April and mid-May. It provides basic information for assessing
current regional economic conditions. The contents of this report may not necessarily
coincide with the official statistics to be released later by the Bank of Korea.

Executive Summary
◇ Overview : Information collected by the sixteen regional branches of the Bank
of Korea from companies and other organizations within their regions indicated that
national economic activity continued its trend of modest growth during April and May.
However, private consumption declined and activities of tourism, food and
accommodation, and wholesale and retail sectors, and leisure-related services were
sluggish following the Sewol ferry accident on April 16.
By region, the economies of the Seoul Metropolitan, Dongnam, Chungcheong and
Jeju regions were found to have grown, while the economies of the Honam and
Daegyeong regions continued to remain at the same level as in the first quarter, and
the economic recovery of the Gangwon region remained sluggish.

< Regional Economic Conditions1) Snapshot >

Note: 1) Economic conditions are assessed by the overall monitoring score, which is an
average of the manufacturing and services monitoring scores weighted by the
shares of gross regional domestic product (GRDP). Monitoring score of –0.5 ~
+0.5 indicates an unchanged level, +0.5 ~ +2.0 (-2.0 ~ -0.5) a slight growth
(contraction), +2.0 ~ +3.5 (-3.5 ~ -2.0) a moderate growth (contraction), +3.5 ~ +5.0
(-5.0 ~ -3.5) a rapid growth (contraction).

◇ Production : Manufacturing production in April and May was found to have
continued to grow, led mainly by the increased demand at home and abroad for such
products as semiconductors, mobile phones and automobiles. By region, manufacturing
production in most regions including the Seoul Metropolitan and Dongnam regions was
found to have increased. Services production was reported to remain at a similar level
to that of the first quarter as services production in the Seoul Metropolitan and Jeju
regions increased, while services production in some regions decreased.

◇ Demand : Exports were found to have increased in April and May in the Seoul
Metropolitan and Chungcheong regions, led by IT products including semiconductors
and mobile phones, and exports in the Dongnam and Daegyeong regions also exhibited
an increase led by automobiles and parts. Private consumption decreased in most
regions with retail sales declining. Facilities investment showed a level similar to that
1)
of the previous quarter, while facilities investment in some industries including the IT
and petrochemical industries increased. Construction investment was found to have
increased slightly.

◇ Employment : The number of persons employed continued to grow in April, but
at a slower pace compared with the first quarter, with the scale of growth decreasing
centering around the service sector. By region, employment continued to increase in
most regions, particularly in the Seoul Metropolitan and Daegyeong regions, but the
scale of growth declined. Meanwhile, the employment situation in the Gangwon region
was seen to have recovered from its slump, with the number of persons employed
increasing in agriculture and forestry. According to the results of monitoring, the
uncertainties at home and abroad was limiting new employment in manufacturers, and
the upward trend in the number of persons employed might slow in some services
sector.

◇ Consumer Prices and Housing Prices : Consumer prices rose in April at a
rate of 1.5% (year-on-year), faster than in the first quarter (1.1%), as the acceleration
of the rise in charges for personal services offset a decline in agricultural product
prices. House sales prices and housing leasehold deposit prices edged up at a slower
pace, due mainly to an increase in the stock of housing and to the ending of spring
time seasonal moving demand.

◇ Financial Conditions : Corporate financial conditions during April and May
were found to have improved slightly from the first quarter. Lending attitudes of
financial institutions, particularly toward small- and medium-sized enterprises (SMEs),
remained accommodative, largely to increase their market share. Meanwhile, their
attitude toward households differed from region to region, depending upon regional real
estate market conditions.

1) Facilities investment in IT products in the Seoul Metropolitan region was reported to have been made in response to demand for
new products.

A Summary of Major Economic Issues
◇ The Consumption Activity after the Sewol Ferry Accident
Monitoring results show that consumption-related indicators worsened in the second
half of April following the Sewol ferry accident on April 16, but it did not spread
further in May as sales of some retailers turned to increase.
2)

In the second half of April, sales of major retailers including department stores and
large discount stores declined, while economic activity in food and accommodation,
3)
and tourism and leisure-related service sectors slowed as local festivals and business
events were cancelled or postponed. Sales of food and accommodation business
dropped, with the number of banquets and business events held at hotels decreasing
4)
and reservations at resorts and small- and medium-sized accommodation facilities
being cancelled by tourist groups and especially those of school students. In the Jeju
region, however, services production continued to record positive growth, albeit weak,
as visitors from China and individual domestic tourists increased, although the number
5)
of domestic group tourists declined .
In May, it is reported that with the sluggishness of leisure-related service sector
6)
easing, retail sales recovered slightly and the number of visitors to tourist spots in
7)
some regions including the Honam and Gangwon regions increased. The results of a
8)
survey of consumption-related service providers show that 33.7% of the respondents
experienced a more than 10% decrease in sales in the second half of April, but the
figure fell to 27.1% in the first half of May.

2) The rate of growth (year-on-year) in sales of ‘A’ department store in the Daegyeong region was 5% in the first half of April,
but it showed a decrease of 10% range in the second half of April as sales dropped after the Sewol ferry accident. And the rate
of growth (year-on-year) in sales of ‘B’ large discount stores also showed about 5% decrease in the second half of April.
3) Tentative calculation indicates that, of the 111 regional events scheduled in the Gangwon region for April and May, only 21
were held as scheduled, 53 were postponed, 18 downsized, 8 cancelled and 11 are being kept under review.
4) The number of tourists in the Gangwon region showed a double-digit growth early April, but it turned to decrease by 5%
(year-on-year) in the second half of April.
5) The rate of growth (year-on-year) in the number of Jeju visitors remained in the 20% range until March, but declined to the
5~6% level in April.
6) The sales of both ‘A’ department store and ‘B’ large discounts stores in the Daegyeong region increased by 5%
(year-on-year) in the first half of May, while the rate of growth (year-on-year) in sales of ‘A’ department store and ‘B’ large
discounts stores in the second half of April was about –10% and –5%, respectively.
7) During the four-day holiday in May (May 3rd to 6th), 347,000 people in total visited 18 major tourist spots in Yeosu,
Jeollanam-do, which represented a more than five-fold increase over the last weekend of April, and during the four-day holiday,
12,000 people entered Jeonju Hanok Village daily, surpassing the number of daily entrants during weekends of April (about 6,000).
8) The survey of consumption-related service providers (166 respondents in total of 245 businesses) was conducted from May 15th
to 19th.

By sector, the share of respondents who experienced a more than 10% decrease in
sales fell from 24.7% in the second half of April to 15.6% in the first half of May
in wholesale and retail sector, from 43.5% to 39.1% in food and accommodation, and
from 70.0% to 60.0% in tourism and leisure related service sector. However, since
there are views that this is only a one-off effect of the early-May holidays, further
monitoring may be necessary to judge the basic direction of private consumption.
Meanwhile, the results of a survey on how long the Sewol ferry accident would
affect sales of consumption-related service providers show that 54.2% of respondents
said as 2~3 months after the accident, and 10.2% answered more than three months.

◇ Strong Korean Won : Despite the recent appreciation of the won against the
dollar, exports continued to grow due to the improvement of the quality
competitiveness of domestic products and robust demand from abroad for major export
products, while exporters’ concerns about the decline in profitability appeared
significant. SMEs which are not capable of managing foreign exchange risk and have
weak price competitiveness are found to suffer more than large enterprises. By
industry, textiles and machinery with their narrower price margins over late-starter
countries were relatively heavily affected by the won’s appreciation. However, the
petrochemical and steel industries with their greater use of imported raw materials
were less affected, and in case of some companies having large external debts, the
won’s appreciation was also seen as helpful in improving their profitability. In a
9)
survey of manufacturers, 55.2% of respondents answered that the won’s appreciation
had a negative influence, and only 8.1% answered that it had a positive influence.

◇ Slowdown of Chinese Economic Growth : With the Chinese economic
10)

growth showing signs of slowing recently, industries with a greater dependency upon
11)
exports to China including petrochemicals and machinery were found to be greatly
affected by the Chinese economic slowdown. In contrast, the IT and automobile
industries that export in large part to the U.S. and Europe were reported that the
Chinese slowdown would have only a limited impact on them, as they are expected to
continue to be buoyant in line with the continuing economic recovery in advanced
12)
economies. In a survey of manufacturers, 43.0% answered that the slowdown in
Chinese economic growth was having a negative impact.

9) The survey of manufacturers (223 respondents in total of 291 businesses) was conducted from April 21st to May 14th.
10) China’s economic growth rate in the first quarter of this year was 7.4%, down from 3Q (7.8%) and 4Q (7.7%) of 2013.
11) Petrochemical products in Chungnam whose share of exports to China consist of 75% of total exports were found to be affected by
China’s economic conditions more than other regions whose share of exports to China is about 50%.
12) The survey of manufacturers (230 respondents in total of 291 businesses) was conducted from April 21st to May 14th.

◇ Recent Construction Investment : Construction investment turns out to
have increased slightly recently. By region, construction investment increased or
bottomed out in the Seoul Metropolitan region where construction investment in the
private sector rose in line with government deregulation policies13), in the Daegyeong
region where construction of national industrial complexes and innovative cities is
under way, in the Gangwon region where infrastructure related to PyeongChang Winter
Olympics is being constructed, and in the Jeju region where the construction of tourist
hotels is increasing. However, construction business condition was lackluster in the
Dongnam, Chungcheong and Honam regions due to a decline in the number of orders
from the public sector including non-residential buildings and civil engineering.

13) The government adjusted the related framework by permanently cutting the housing acquisition tax (effective as of August,
2013), discontinuing the imposition of heavy transfer taxes on owners of more than one house (effective from January 1, 2014),
and allowing remodeling for perpendicular extensions (effective from April, 2014).

A Summary of Major Industry Trends
◇ IT Industry : The IT industry embracing semiconductors and mobile phones
continued its good performance in the Seoul Metropolitan, Chungcheong and
Daegyeong regions as demand both at home and abroad increased, with the launch of
14)
new models . Production of display panels recovered due to increased demand for
ultra high definition (UHD) panels.

◇ Automobile Industry : The production of the automobile industry was found
to have increased in the Dongnam and Chungcheong regions, with both domestic
15)
demand and exports showing strong performance due to the roll-out of new models
and increased global demand. Production of parts and components for motor vehicles
and engines was reported to have expanded, mainly in the Daegyeong region, owing to
the robust sales of fully assembled vehicles in domestic and overseas markets, and an
increase in supply in line with the expansion of overseas production by domestic
automobile makers.

◇ Petrochemical Industry : Production of petrochemical products was sluggish
in the Donam region due to decreased demand from China, but it increased slightly in
16)
the Honam region as the temporary effect in the first quarter has been settled.

◇ Iron and Steel Industry : The recovery of iron and steel industry was
delayed due to continuing global oversupply and inroads into the domestic market by
Chinese products. However, in the Daegeyong and Honam regions, production in the
iron and steel products including cold rolled steel sheet and steel plate increased
slightly as the demand from automobile and shipbuilding industries increased, and
exports of high quality steel related to shale gas also increased.

◇ Shipbuilding Industry : The shipbuilding industry was found to have shown
improvement in the Dongnam region as global demand have gradually recovered,
international ship order prices are on the increase and exports increased recently mainly
for high value-added ships including drilling vessels and LNG carriers.

14) Samsung Galaxy S5 was launched on April 11, and G3 of LG Electronics is scheduled to launch at the end of May.
15) In April, the auto industry recorded a double-digit growth in production (12.3%, year-on-year), domestic sales (11.2%) and
exports (14.0%). The industry recorded USD 4.83 billion in exports, the highest performance ever.
16) In January, a cracking of oil pipeline at Yeosu port after a collision with a Singapore-registered oil tanker Wu yi San caused
an oil spill. The production of petrochemical products in the Honam region was reported to increase recently following the
restoration of related facilities.
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Overall Summary
Overview
According to the information gathered by the
sixteen regional branches of the Bank of Korea
from companies and other organizations,
national economic activity continued its trend of
modest growth during April and May. By
region,
the
economies
of
the
Seoul
Metropolitan, Dongnam, Chungcheong and Jeju
regions were found to have grown, while the
economies of the Honam and Daegyeong
regions continued to remain at the same level
as in the first quarter, and the economic
recovery of the Gangwon region remained
sluggish. On the production side, manufacturing
production was found to grow in most regions,
led mainly by the increased demand at home
and abroad for such products as semiconductors,
mobile phones and automobiles. But services
production was reported to remain at a similar
level to that of the first quarter as services
production in the Seoul Metropolitan and Jeju
regions increased while services production in
some regions decreased.

In terms of demand, exports continued its robust
growth, while private consumption declined.
Facilities investment was similar to that in the first
quarter, while facilities investment in some
industries including IT industry increased, and
construction investment was found to have
increased slightly.
The number of persons employed maintained an
upward trend, increasing by 580,000 in April
(year-on-year), but the extent of increase narrowed
compared to the first quarter. By region,
employment continued to increase in most regions,
particularly in the Seoul Metropolitan and
Chungcheong regions, but the scale of growth
declined. Consumer prices rose in April at a rate
of 1.5% (year-on-year), faster than in the first
quarter (1.1%), as the acceleration of the rise in
charges for personal services offset a decline in
agricultural product prices. The pace of increase in
house sales prices slowed down, affected by
increases in housing supply in the Seoul
Metropolitan, Chungcheong, Daegyeong and Gangwon
regions.

Economic Activity by Region
Economic Conditions Radar Chart

1)

Note: 1) Scores representing a change in the level of each
sector during April and May compared to the first
quarter of 2014 are computed based on information
gathered in meetings with local companies and other organizations. A score closer to +5(-5) indicates a
rapid rising (falling) level, 0 denotes an unchanged
level, and a score of +3 represents the average rate
of growth over previous years.
Source: Bank of Korea

Note: 1) Economic conditions are assessed by the overall
monitoring score, which is an average of the
manufacturing and services monitoring scores weighted
by the shares of gross regional domestic product (GRDP).
Monitoring score of –0.5 ~ +0.5 indicates an unchanged
level, +0.5 ~ +2.0 (-2.0 ~ -0.5) a slight growth (contraction),
+2.0 ~ +3.5 (-3.5 ~ -2.0) a moderate growth (contraction), +3.5
~ +5.0 (-5.0 ~ -3.5) a rapid growth (contraction).

Overall Summary
Increase in housing leasehold deposit prices
slowed down, or remained flat in most regions
with the spring moving season coming to an
end. Corporate financial conditions are reported
to have improved slightly compared to the first
quarter. Lending attitudes of financial institutions
were accommodative overall, but financial
institutions presented a mixed picture in terms of
household lending region by region, depending
upon regional real estate market conditions.

Cities and Provinces Included in Each Region
Region

Cities and Provinces

Seoul Metropolitan

Seoul, Incheon, Gyeonggi-do

Dongnam

Busan, Ulsan, Gyeongsangnam-do

Chungcheong

Daejeon, Chungcheongbuk-do,
Chungcheongnam-do

Honam

Gwangju, Jeollabuk-do, Jeollanam-do

Daegyeong

Daegu, Gyeongsangbuk-do

Gangwon

Gangwon-do

Jeju

Jeju-do

Production
Manufacturing production during April and
May was found to increase in most regions. By
item, production of IT products such as
semiconductors and mobile phones remained
robust, owing to the increased demand at home
17)
and abroad with the launch of new models .
Production of displays showed a recovery due
to an increase in demand for ultra high
definition (UHD) panels. Automobile production
increased in the Dongnam and Chungcheong
regions thanks to increases in both domestic
18)
sales and exports as a result of the rollout of
new models and a rise in global demand.
Production of parts and accessories for motor
vehicles and engines also increased in the
Daegyeong
region,
owing
to
favorable
automobile sales in the domestic and foreign
market and to a rise in demand in line with
17) Samsung Galaxy S5 was launched on April 11, and G3
of LG Electronics is scheduled to launch at the end of May.
18) In April, the auto industry recorded double-digit growth
in production (12.3%, year-on-year), domestic sales (11.2%)
and exports (14.0%). The industry recorded USD 4.83 billion
in exports, the highest performance ever.

the robust overseas production by automobile
makers. The recovery of iron and steel industry
was
sluggish
due
to
continuing global
oversupply and inroads into the domestic
market
by
Chinese
products.
However,
production of iron and steel products including
cold rolled steel sheet and steel plate increased
slightly in the Daegeyong and Honam regions
as
the
demand
from
automobile
and
shipbuilding industries increased. Production of
petrochemical products was sluggish in the
Donam region due to decrease in demand from
China, but it increased slightly in the Honam
19)
region as the temporary effect
in the first
quarter has been settled. Business conditions in
the shipbuilding industry improved in the
Dongnam region as global demand for ships
have gradually recovered, and international ship
order prices rose, and exports grew recently
mainly for high value-added ships such as
drilling vessels and LNG carriers.

Manufacturing Production1)2)

Notes: 1) Quarter-on-quarter indicator is based on a
seasonally adjusted series.
2) An arrow indicates the direction of the
changes in the level of manufacturing
production during April and May compared to
the first quarter of 2014, and it is based on
information obtained from companies and
other organizations.
Sources: Bank of Korea, Statistics Korea

However, machinery equipment production
declined slightly owing to the delayed recovery
19) In January, a cracking of oil pipeline at Yeosu port after
a collision with a Singapore-registered oil tanker Wu yi San
caused an oil spill. The production of petrochemical products
in the Honam region was reported to increase recently
following the restoration of related facilities.

Overall Summary
of domestic facilities investment and slowing
overseas demand from China and other
countries. The monitoring results suggest that
manufacturing production is poised for an
increase centering around the IT sector and
automobiles, boosted by the economic recovery
in the advanced economies.
Services production was reported to remain at a
similar level to that of the first quarter as services
production in the Seoul Metropolitan and Jeju
regions increased while services production in
some regions decreased. In the Seoul Metropolitan
20)
region, the transportation sector and business
services maintained their recovery trend, and in
the Jeju region, services production continued to
record positive growth, albeit weak, with
uninterrupted arrivals of Chinese tourists and
domestic individual tourists offsetting a decline in
21)
the number of domestic tourist groups . In some
regions, service consumption was found to decline
as activities of tourism, food and accommodation,
and wholesale and retail sectors, and leisurerelated services were sluggish. After mid-April,
sales in the wholesale and retail sector declined
22)
and business conditions of tourism
and
23)
leisure-related services
deteriorated as school
24)
trips , local festivals and corporate events were
cancelled or delayed, and the nation was in
mourning. In case of food and accommodation,
20) This is attributable mainly to increases in the number of
tourists using international airports and increased quantity of
goods transported through Pyeongtaek and Dangjin ports.
21) The number of tourists visiting Jeju island had been
increasing at a rate of around 20% (year-on-year) before the
Sewol ferry accident, but this plunged to 5-6% (year-on-year)
after the accident.
22) It is reported that the number of tourists in ‘A’ tour spot
in Gyeongju decreased by 20% (year-on-year) in April , and
the number of passengers on the sightseeing boats in the
southern coast (TongYeong) and that of tourists in the
Honam region also decreased by more than 30%
(year-on-year) in the second half of April.
23) It is found that the number of visitors to major amusement
parks in the Seoul Metropolitan region showed a favorable
double-digit growth (year-on-year) in the first half of April, but
it decreased by about 30% (year-on-year) in the second half of
April. The number of visitors to ‘A’ amusement park in
Gyeongju also decreased by about 40% (year-on-year) in the
second half of April.
24) It is reported that 51,000 group tourists including school
trip tourists cancelled the reservation of accommodation
around Bulguksa in Gyeongju.

sales at large hotels declined with reductions in the
number of banquets and business events being held,
25)
and sales by resorts and medium- and small-sized
accommodation
facilities
also
declined
as
cancellations by group tourists increased. The
business
conditions
of
business
facilities
management and professional services deteriorated
slightly as the relocation of public agencies in
certain regions was mostly completed.
The monitoring results suggest that most
businesses expect sales to continue sluggish for
some time. However, businesses project consumer
sentiment to recover somewhat with progress in
26)
coming to terms with the accident . They also
expect that scheduled sports events such as the
27)
28)
World Cup and the Asian Games will help
bring about a recovery in their business conditions.

Services Production1)2)

Notes: 1) Quarter-on-quarter indicator is based on a
seasonally adjusted series.
2) An arrow indicates the direction of the
changes in the level of services production
during April and May compared to the first
quarter of 2014, and it is based on information
obtained from companies and other organizations.
Sources: Bank of Korea, Statistics Korea

25) The number of tourists in some reports in the Gangwon
region had showed a double-digit growth rate (year-on-year)
in the first half of April, but this turned to a decrease of 5%
in the second half of April.
26) When consumption-related service businesses (166
respondents in total of 245 businesses) were surveyed on how
long the Sewol ferry accident would affect their sales, 31.3%
of respondents said as 1 months after the accident, 54.2%
2-3 months, and 10.2% answered more than three months.
27) The 2014 FIFA Brazil World Cup is to be held from
June 13th to July 14th this year.
28) The 17th Incheon Asian Games will be held from
September 19th to October 4th this year.

Overall Summary

Demand
Private consumption in April and May
declined compared to the first quarter. Until
mid-April, sales at department stores and large
retail stores were favorable, but they fell in the
second half of April. With cancellation or delay
of local festivals that contribute to sales of local
products, business conditions in traditional
markets deteriorated. However, it was fount
that the sluggishness was not worsened further
29)
30)
as sales at some retailers turned to increase .
Sales of durable goods such as automobiles and
non-store sales such as those via the internet
31)

and home shopping showed a robust growth .

Retail Sales1)2)

By region, private consumption declined in
most regions except the Jeju region where private
consumption showed a modest increase affected
by an increase in the number of overseas tourists.
Construction investment in April and May was
found to have increased slightly. By region,
construction investment increased or bottomed out
in the
Seoul
Metropolitan region where
construction investment in the private sector rose
32)
in line with government deregulation policies , in
the Daegyeong region where construction of
national industrial complexes and innovative cities
is under way, in the Gangwon region where
infrastructure related to PyeongChang Winter
Olympics is being constructed, and in the Jeju
region where the construction of tourist hotels is
increasing. However, construction business condition
was lackluster in the Dongnam, Chungcheong and
Honam regions due to a decline in the number of
orders
from
the
public
sector
including
non-residential buildings and civil engineering.

Value of Construction Completed
at Constant Prices 1)2)

Notes: 1) Quarter-on-quarter indicator is based on a
seasonally adjusted series.
2) An arrow indicates the direction of the
changes in the level of private consumption
during April and May compared to the first
quarter of 2014, and it is based on
information obtained from companies and
other organizations.
Sources: Bank of Korea, Statistics Korea

29) The rate of growth (year-on-year) in sales of ‘A’
department store in the Daegyeong region was 5% in the first
half of April, but it showed a decrease of 10% range in the
second half of April, and the rate of growth (year-on-year) in
sales of ‘B’ large discount stores also declined to about 5%
(year-on-year) in the second half of April. However, it is
reported that the sales of both ‘A’ department store and ‘B’
large discounts stores increased in the first half of May.
30) As this is partly due to public holidays at the beginning
of May, continuous monitoring of the impact of the Sewol
ferry accident is considered necessary going forward.
31) Automobile sales in April increased by 11.2%
(year-on-year), and it was reported that sales in some large
non-store businesses maintained a double-digit growth.

Notes: 1) Quarter-on-quarter indicator is based on a
seasonally adjusted series.
2) An arrow indicates the direction of the
changes
in
the
level
of
construction
investment during April and May compared to
the first quarter of 2014, and it is based on
information obtained from companies and
other organizations.
Source : the Bank of Korea, Statistics Korea

32) The government adjusted the related framework by
permanently cutting the housing acquisition tax (effective as
of August, 2013), discontinuing the imposition of heavy
transfer taxes on owners of more than one house (effective
from January 1, 2014), and allowing remodeling for
perpendicular extensions (effective from April, 2014).

Overall Summary
The results of information gathering showed
that the recovery in the private housing market
is predicted to continue, while civil engineering
is expected to be sluggish due to a reduction in
budget of the social overhead capital (SOC)
sector.
Facilities investment during April and May
remained at a level similar to that in the first
quarter, while facilities investment in some
industries including the IT industries increased.
Most companies were found to take a
conservative attitude to investment, making only
minor investments for facilities maintenance and
repair, rather than undertaking new investment.
By
region,
manufacturers
in
the
Seoul
Metropolitan regions increased their facilities
investment for the production of advanced
products, centering around the IT sector
including semiconductors and mobile phones. In
the Chungcheong region, plants were under
33)
construction to enlarge the scale of iron and
steel industry production. In the Gangwon and
Jeju regions, ancillary facilities for large resorts
were found to have been expanded in readiness
for increased numbers of visitors and purchases
of cars for rental were also found to have risen.
However, automobile manufacturers did not
increase their facilities investment, because
investment in assembly lines for the launch of
new models had largely been fully completed
and a major assembler in Incheon was seeking
34)
to withdraw from the European market .
Monitoring results showed that, although
semiconductor manufacturers and other sectors
of the IT industry would increase their new
facilities investment because of the expected
growth in demand in line with the recovery of
advanced countries, other industries were
planning
mostly
to
make
substitution
investments for the maintenance and repair of
worn-out equipment due mainly to continued
33) Hyundai Steel is enlarging its special steels plant to
provide an annual production capacity of 1 million tons and
its steel plate plant to one of half a million tons. It has
finished the site preparation and has now launched the
building construction.
34) GM Korea announced its plan to withdraw its Chevrolets
from Europe, citing the strengthening of its competitiveness
upon its graduation from a bailout program in December 2013.

35)

uncertainties at home and abroad and would
be cautious in deciding whether to make new
investment, given the economic situation at
home and abroad in the second half of this
year and later.

Facilities Investment1)2)

Notes: 1) Quarter-on-quarter indicator is based on a
seasonally adjusted series.
2) An arrow indicates the direction of the
changes in the level of facilities investment
during April and May compared to the first
quarter of 2014, and it is based on information obtained from companies and other
organizations.
Source : the Bank of Korea, Statistics Korea

Exports in April and May were found to
have sustained their improving trends with
those of flagship products showing double digit
growth rates. Exports of mobile phones
continued to increase due to the launch of new
models and an expansion in overseas demand
for low-end mobile phones, and exports of
semiconductors also continued to increase,
influenced by an increase in demand for system
semiconductors and a rise in DRAM prices.
Exports of automobiles increased, bolstered by
the launch of new models and the growth in
the unit value of exports with demand from
major overseas markets such as the US and
Europe, showing a recovering trend. Exports of
parts and components for motor vehicles picked
up,
boosted
by
domestic
automobile
manufacturers’ booming overseas production and
buoyant sales. Concerning shipbuilding exports,
those of high value-added vessels such as
35) Many manufacturers were concerned about external
uncertainties such as slowing economic growth in China and the
heightening of geopolitical risks including the Ukrainian crisis.

Overall Summary
drilling vessels and LNG tankers increased.
Exports of iron and steel products were found
to have increased, bolstered by an increase in
36)
export volumes mostly to the US, Japan and
other major advanced economies. Although
exports of textiles were experiencing difficulties
due mainly to fiercer price competition from
late starters in Southeast Asia and China,
exports of clothing were found to have
increased thanks to the overseas expansion of
Korean fashion brands.

Exports1)

Note: 1) An arrow indicates the direction of the
year-on-year changes in exports during April
and May, and it is based on information
obtained from companies and other organizations.
Source : the Bank of Korea, the Korea International
Trade Association

By region, the buoyancy of exports continued,
led by exports of IT products in the Seoul
Metropolitan and Chungcheong regions, and
exports increased, led by automobiles, and parts
and accessories for motor vehicles in the
Dongnam and Daegyeong regions. However,
exports declined in the Gangwon region on
sluggish performance of those of nonferrous
metals and medical devices, and those in the
Jeju region on a reduction in exports of halibut
to Japan caused by sluggish demand and the
weakness of the Japanese yen.
Exports are forecast to continue their overall
favorable trend, led by mainstay export
products, such as IT products and automobiles
in line with the economic recovery in major
36) The export volume of steel products increased to 2.55
million tons in April 2014 from 1.75 million tons in April 2013.

export destinations and the rollout of new
models. A considerable number of companies,
however, were found to be concerned about
negative influences as exemplified by the
deteriorating profitability arising from the strong
37)
Korean won , and also by the slowdown in
38)

Chinese economic growth .

Employment
In April, the number of persons employed
increased by 580,000 persons year-on-year,
continuing its substantial uptrend, but its pace
of increase slowed compared to the first quarter.
By sector, the number of persons employed
continued to grow in manufacturing and
services sectors, while the slowdown in
employment growth centered on the service
sectors, as the number of persons employed fell
in business facilities management and business
support services, arts, sports and recreation
related services. By region, employment numbers
sustained their uptrend in most regions, notably
the Seoul Metropolitan and Chungcheong
regions, though at a slower pace. Meanwhile, in
the Gangwon region, the number of persons
employed shifted to an increase, pulling out of
the subdued pattern that had persisted since
September 2013 as the number of persons
employed increased in agriculture and forestry,
business･personal･ public service sectors, and
construction. The nationwide employment rate
39)
(s.a.) stood at 60.2% in April, down slightly
from the first quarter of this year, and the
unemployment rate (s.a.) rose slightly.
37) Of manufacturers surveyed (223 respondents in total of 291
businesses) from April 21st to May 14th, 55.2% of respondents
answered that the strong Korean won had a negative influence,
and 8.1% answered that it had a positive influence due mainly
to declines in import prices of raw materials and a decline in
foreign currency liabilities, which showed that the share of those
answered ‘negative’ was much higher.
38) According to a survey of manufacturers (230 respondents in
total of 291 businesses) from April 21th to May 14th, 43.0%
answered that the slowdown in Chinese economic growth would
have a negative influence.
39) The employment rate is calculated by the ratio of the
persons employed to the population group aged 15 years or
older. Meanwhile, on an OECD basis (ratio of the number of
persons employed to the population cohort aged 15 to 64 years),
the employment rate (s.a.) registered 65.3% in April 2014.

Overall Summary
Going forward, the number of persons
employed is expected to remain on the rise,
particularly in the service sector. The results of
monitoring, however, found that the pace of
increase in the number of persons employed is
expected to be constrained by uncertainties at
home and abroad, such as the strong Korean
won and system changes related to ordinary
wages,
acted
to
limit
recruitment
in
manufacturing and as the increase in the
number of persons employed has slowed in
some
service
sectors,
including
travel･
transportation･accommodation and food services.

Changes in the Number of Persons
Employed and the Employment Rate1)

some regions and in prices of processed food
products would be likely to put upward
pressure on consumer prices.
Housing sales prices rose at a slower pace
during April and May. Those in the Jeju region
showed an accelerated increase from the first
quarter, and those in the Dongnam region
sustained an uptrend due mainly to the
relocation of public agencies. Meanwhile, those in
the Seoul Metropolitan, Chungcheong, Daegyeong
and Gangwon regions posted slower growth,
owing primarily to an increase in housing supply
and a decline in the volume of completed
housing as a result of the announcement of
measures concerning taxation on housing rental
40)
income announced on Feb 26th.

Housing Sales Prices and Housing
Leasehold Deposit Prices

Note: 1) Changes in the number of persons employed
represent year-on-year changes, and the employment rate is a seasonally adjusted series.
Source : Statistics Korea

Consumer Prices and Housing Prices
Consumer prices rose in April at a rate of
1.5% year-on-year, slightly up from the first
quarter (1.1%). This was mainly attributable to
the acceleration in the pace of increase in
personal service charges, whose effects offset
declines in agricultural product prices. By
region, most regions registered rates of
increases of around the 1½% level, slightly
higher than in the first quarter, while the
Chungcheong and Gangwon regions saw prices
maintained at around the 1% level. The results
of monitoring found that consumer price
inflation was expected to show a modest
uptrend for the time being. However, it was
found that increases in public utility charges in

Source : Kookmin Bank

The upward of housing leasehold deposit
prices was also found to be slowing. As the
demand for spring-time house moving came to
an end, housing leasehold deposit prices in
most regions other than the Dongnam region
either showed a milder upward trend or
flattened out. The results of monitoring found
that the slowdown in the trend of increase in

40) It was found that buying confidence among those owning a
number of housing units could well fall as, following the
proposed legislation to stimulate the housing rental market
(announced on Feb 26, 2014), landlords’ rental and leasing
income would be exposed, increasing the burden of their tax
payments even though, on the other hand, tax incentives for
renting out housing on a monthly basis would be expanded.

Overall Summary
housing
leasehold
deposit
prices
would
continue, owing primarily to the increased
supply of housing on this basis.

Financial Conditions

and
households
going
forward,
their
accommodativeness toward household credit
lending in some regions would weaken, due
mainly to the delay in the improvement of
household balance sheets.

Corporate financial conditions during April
and May are reported to have improved
slightly from the first quarter. By region,
conditions in the Dongnam, Chungcheong,
Daegyeong and Gangwon regions improved
slightly, while those in the Honam region
remained unchanged.
Lending attitudes of financial institutions
were found to remain accommodative overall.
In regard to corporate lending, financial
institutions, seeking to build their market share,
maintained an accommodative stance, above all
on lending to SMEs. They, however, were
found to have taken a somewhat more cautious
approach toward construction and real estate
businesses in some regions. Meanwhile, the
lending attitudes of financial institutions to
households presented a mixed picture region by
region, depending upon the state of real estate
market activities.

BSI on Financial Situation1)

Note: 1) An arrow indicates the direction of the
changes in the level of corporate financial
conditions during April and May based on
information obtained from companies and
other organizations.
Source: the Bank of Korea
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