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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 October and mid-November. 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
and Statistics Korea.

Executive Summary
◇ Overview : Maintaining a Trend of Modest Improvement, but Not
Strong Momentum of Recovery
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 maintained a trend of modest improvement during October and November, but
the momentum of recovery was not found to be strong.
By region, the economies of the Seoul Metropolitan, Chungcheong, Honam and Jeju
regions were found to have improved slightly and those of the Gangwon region turned
into slight growth from little change in the previous quarter. Meanwhile, with the
weakening of the recovery trends in Daegyeong region, the economies of the
Daegyeong and Dongnam regions had shown little change.

< Economic Activity by Region1) >

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 : Slight Increase in Manufacturing Production, Little
Change in Services Production
Manufacturing production was found to have grown slightly in October and November
led mainly by IT products and automobiles. By region, manufacturing production
increased in the Seoul Metropolitan and Chungcheong regions, led mainly by IT
products and automobiles, and showed little change in the Dongnam, Honam and
Daegyeong regions. Services production was found to have shown a level similar to that
of the previous quarter. By region, services production in the Seoul Metropolitan and
Dongnam regions remained unchanged, but it increased slightly in the other regions.

◇ Demand : Slight Increase in Private Consumption, Construction
Investment and Exports, Little Change in Facilities Investment
The recovery trend in private consumption was found to be weak in October and
1)
November due to delays in the improvement of consumer sentiment. Construction
investment was found to have increased slightly, most notably in the Seoul
Metropolitan and Daegyeong regions, due to increases in residential building
construction, which offset the sluggishness of civil engineering. Exports grew slightly
compared to the third quarter, led by semiconductors, and iron and steel. Facilities
investment showed a level similar to that of the third quarter due to companies’
maintenance of their conservative attitude to investment.

◇ Employment : Slower Growth in the Number of Persons Employed
The number of persons employed increased by 410,000 year-on-year in October,
showing a favorable pace of increase in overall, but the pace of growth has been
slower compared to the third quarter (+520,000 persons). By region, growth in the
Honam and Gangwon regions accelerated, while that in the Seoul Metropolitan,
Daegyeong and Dongnam regions decelerated.

◇ Consumer Prices and Housing Prices : Increases in

Housing

Sales Prices and Housing Leasehold Deposit Prices
Consumer prices rose in October at a rate of 1.2% (year-on-year), less than the 1.4%
increase in the third quarter, due to the faster decline in petroleum prices as oil prices
retreat. Housing sales prices increased in most regions including the Seoul Metropolitan
and Gangwon regions, affected by the government’s housing market revival package.
Housing leasehold deposit prices also showed an upward pace in most regions.

◇ Financial Conditions : Slight Improvement in Corporate Financial
Conditions
Corporate financial conditions were found to have improved somewhat in October and
November compared to the third quarter. By region, corporate financial conditions
improved in the Seoul Metropolitan and Honam regions, but deteriorated somewhat in
the Dongnam and Jeju regions due to sluggish sales. Lending attitudes of financial
institutions remained accommodative in most regions, most notably in regard to small2)
and medium-sized enterprises(SMEs) and households .

1) Consumer sentiment was found to have improved slowly. It had increased temporarily in August, only to decline in October.
(Consumer sentiment : 105 In July
107 in August
107 in September
105 in October).
2) Lending attitudes of financial institutions to households were found to remain accommodative, led by home mortgage loans,
affected by the government’s measure to revive the housing market.
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Production by Region
Region

Assessment

Seoul
Metropolitan

· Slight
increase

· Slight increase led by
· Delayed recovery due to
semiconductors and machinery
Sluggish wholesale, retail and
equipment
food industries

Dongnam

· Little
change

· Little change as sluggishness
in petrochemical and
shipbuilding industries offset
increase in automobiles
production

· Little change as increases in
transportation offset decline in
food and accommodation,
wholesale and retail industries

Chungcheong

· Slight
increase

· Increase led by automobiles,
semiconductors, iron and steel

· Sight increase led by
tourism-related services sector

· Slight
increase

· Little change as decline in
· Slight increase led by
petrochemical and petroleum
tourism-related services sector
products production offset
such as accommodation and
increase in production of
tourism
automobiles and electronic parts

Honam

Daegyeong

Gangwon

Jeju

· Little
change

· Slight
increase

· Slight
increase

Manufacturing production

Services production

· Little change as increase in
display panels, iron and steel
offset sluggish production of
mobile phones and machinery

· Sustaining recovery trend, led
by food and accommodation,
and real estate services
industries

· Slight increase led by less
sluggish medical equipment
production, and buoyant sales
of new food and beverage
products

· Increase on the back of
growing number of tourists
in line with increases in
regional festivals

· Slower growth as production
· Sustaining increase led by
in processed agricultural and
tourism-related services sector
fisheries products was sluggish
despite increase in production
of beverage products

Demand by Region
Region

Private
consumption

· Little change
with sluggish
Seoul
consumption at
Metropolitan department stores

Dongnam

· Slight decline
with contraction
of consumer
sentiment and
delayed recovery

· Little change
with sluggish
Chungcheong purchase of
durable goods

Honam

Daegyeong

Gangwon

Jeju

Facilities
investment

Construction
investment

Exports

· Little change
with investment
made for upkeep
of existing
facilities

· Slight increase
led by private
sector

· Little change
with sluggish
exports of mobile
phones and
automobiles

· Little change

· Slight increase
led by housing
sector

· Little change as
sluggish exports
of machinery and
shipbuilding
offset increases
in automobiles

· Little change led · Slight decline
by iron and steel, with falling
and petrochemical orders in public
industries
sector

· Faster increase
led by major
industries such as
semiconductors

· Slight increase
with recovery in
automobile sales

· Slight increase
led by
petrochemical
products

· Little change as
· Slight increase
decline in public
led by iron and
sector offset
steel, and
increase in private automobiles
sector investment
exports

· Slight increase
on improved
consumption in
department stores
and traditional
markets

· Slight decline

· Sustained increase · Slight decline as
on booming
exports of mobile
housing sector
phones dropped
and mega projects despite increase
of building
in exports of
innovative cities
iron and steels

· Slight increase

· Slight increase
with expansion
of facilities by
resort businesses

· Slight increase
on construction
of Pyeongchang
Winter Olympics
stadiums

· Increase on
· Little change
growing number
of tourists at
home and abroad

· Slight increase
on recovery in
medical
equipment and
booming
beverage exports

· Easing
· Slight increase
Sluggishness with led by
recovery in
semiconductors
private sector
despite sluggish
fisheries exports

A Summary of Major Economic Issues
◇ Effects of Yen Depreciation and U.S. Dollar Appreciation and
Company Reactions
Monitoring results show that the recent depreciation of the yen negatively affected
exports of some industries by weakening the price competitiveness. However, rise of
KRW/USD exchange rate, partially affected by the co-movement of the won with the
weak yen, appeared to have partly offset the negative effects of the weak yen.
Monitoring results reported that the weak yen has injured exports led mainly by
automobiles in the Seoul Metropolitan region and machinery equipment in the
Dongnam region. With regard to the services industry, tourism-related service sectors,
for example food and accommodation, were found to have been negatively affected by
the falling number of Japanese tourists in the Dongnam region. Exports to Japan were
found to have fallen in Jeju region for halibut exports and in Jeollabuk-do with its
flower exports such as roses and lilies, which are well-known local products.
Meanwhile, some manufacturing companies importing parts and components from Japan
appeared to expect the effects of cost reduction thanks to the weak yen.
3)

In a survey of companies with regard to companies’ strategy in responding to the
change in KRW/USD exchange rate, the most cited option was their increasing
profitability and internal reserves (47.5%) by maintaining their sales prices. It was found
that some companies are planning on boosting R&D and facilities investment (19.7%)
by taking advantage of their improved profitabilities, while other firms are considering
expanding their export volumes (15.2%) by lowering prices.

3) The survey of manufacturers (215 respondents out of total of 317 businesses polled) was conducted from October 20th to November 7th.

◇ Recent Developments in Housing Transactions and Household
Mortgage Loans
4)

In a survey of realtors on housing transactions, almost half of respondents (47.5%
and 54.5%, respectively) answered that inquiries about house purchase and housing
transactions in October and November were similar to those of the previous quarter
(monthly average basis). The answers varied by region as inquiries about house
purchase and housing transactions were favorable in the Dongnam region, while those
were not relatively active in the Daegyeong and Seoul Metropolitan regions.
5)
Meanwhile, a survey of financial institutions on the purposes of newly-extended loans
against housing collateral in October and November showed an almost equally divided
pattern of responses, with house purchases accounting for 50.3 percent and purposes
other than that standing at 49.7 percent. For the latter, the loans were mainly used for
living expenses (18.2%), debt repayment (17.5%), funds for housing leasehold deposits
and monthly rents (3.7%), business capital (4.9%), and other purposes (5.4%).

◇ The Causes of Slower Export Growth
Reactions
In a survey

7)

6)

to China and Company

of companies which experienced slower export growth to China, as to

the reasons why growth in exports to China have slowed, 39.1 percent mentioned the
slowing of Chinese economic growth, while 29.9 percent cited the replacement of
Korean manufacturers by Chinese firms. By industry, the share of respondents
mentioning the replacement of Korean manufacturers by Chinese firms was higher
from companies in mobile phones and petrochemical products, while that of
respondents citing the slowing of Chinese economic growth was higher from
companies in automobiles and machinery equipments. There were concerns that the
shift in China’s industrial structure from processing and assembly manufacturing to
high value-added manufacturing will gradually weaken Korean manufacturing’s
comparative advantage in terms of technology and quality. In this regard, companies
were reported to have been focusing on securing export competitiveness by opening
up new markets and developing new products.

4) A survey of 99 realtors in their region was conducted by the regional branches of the Bank of Korea from October 20th to
November 7th.
5) A survey of 69 financial institutions in their region was conducted by the regional branches of the Bank of Korea from October
20th to November 7th. Simple averages were used in calculating the shares of each financial institutions’ newly-extended housing
mortgage loans.
6) From January to October in 2014, exports to China decreased 0.2% year-on-year.
7) The survey of manufacturers (185 respondents out of total of 317 businesses polled) was conducted from October 20th to November 7th.

A Summary of Major Industry Trends
◇ IT Industry : In the Seoul Metropolitan and Chungcheong regions, production of
semiconductors was found to have increased centering on PCs, server memories, and
mobile NAND flash memories. Display panel production was reported to have grown
in the Daegyeong and Chungcheong regions, due to the effect of the rollout of new
models in mobile phones and to on-going demand for large flat panel TVs. Production
of mobile phones, however, saw a decline as sales shrank due to fiercer competition
with overseas brands and to the reduction of sign-up subsidies.

◇ Automobile Industry : Production of fully assembled vehicles was found to
have increased mainly in the Chungcheong and Dongnam regions owing to the
successful settlement of wage negotiations and the roll-out of new models. Production
of parts and components for motor vehicles and engines was also reported to have
risen, particularly in the Chungcheong region.

◇ Petrochemical Industry : Production of petrochemical goods grew in the
Seoul Metropolitan region upon the entry into operation of new facilities. Buffeted by
China’s rising degree of self-sufficiency in its supply capacity, however, the
Chungcheong region experienced anemic production as it struggled to secure sales
outlets. Oil refining is reported to have decreased in the Honam region both to the
narrowing of refining margins triggered by falling oil prices and to its increased
production of shale gas and shale oil.

◇ Iron and Steel Industry : In the Daegyeong and Honam regions, the
production of iron and steel increased thanks to rising exports and to enlarged supply
for fully-assembled automobiles. In the Seoul Metropolitan regions, however, production
decreased due to anemic demand in downstream industries such as shipbuilding and to
increased imports of low-priced Chinese substitutes.

◇ Shipbuilding Industry : In the shipbuilding industry, production was found to
8)

have declined in the Dongnam region due to delays in the process of constructing
offshore plants and special ship, and as some large shipbuilders recorded large-scale
deficits, the related small and medium- sized companies were also negatively affected.
Moreover, the Honam region also reported decreased production owing to falling orders
triggered by the long-delayed recovery of the shipping industry.

8) Since 2012, Korea’s major shipbuilders have moved into the business of constructing offshore plant and the special ship markets
(semi-submersible vessels : supersized semi-submersible drillships) in response to the moribund state of the conventional shipbuilding
industry. However, even as production has gained momentum, the shipbuilding process is being delayed due to the application of strict
design criteria.

Overall Summary

Overall Summary
Overview: Maintaining a Trend of
Modest Improvement, but Not Strong
Momentum of Recovery
According to information collected by the 16
regional branches of the Bank of Korea, from
companies and other organizations, national
economic activity maintained a trend of modest
improvement during October and November, but
the momentum of recovery was not found to be
strong. By region, the economies of the Seoul
Metropolitan, Chungcheong, Honam, Gangwon
and Jeju regions were found to have improved
modestly, while those of the Daegyeong and
Dongnam regions had shown little change.

Economic Conditions Radar Chart1)

Note: 1) Scores representing a change in the level of each
sector during October and November compared to the
third 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

On
the
production
side,
manufacturing
production grew slightly, led by IT goods and
automobiles.
By
region,
manufacturing
production in the Seoul Metropolitan and
Chungcheong regions increased led by IT
products and automobiles, but showed little
change in the Dongnam, Honam and Daegyeong
regions. Services production showed similar
levels to the previous quarter. By region, services
production in the Seoul Metropolitan and Dongnam

regions did not change much, while showing
modest increases in the other regions. In terms
of demand, the results of monitoring indicate
that the recovery trend in private consumption
was found to be weak due to delays in the
improvement of consumer sentiment. Construction
investment was found to have increased slightly,
most notably in the Seoul Metropolitan and
Daegyeong regions, due to increase in residential
building
construction,
which
offset
the
sluggishness of civil engineering. Exports grew
slightly compared to the third quarter, led by
semiconductors, and iron and steel. Facilities
investment showed a level similar to that of the
third quarter due to companies’ maintenance of
their conservative attitude to investment.

Economic Activity by Region

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).

The number of persons employed increased by
410,000 year-on-year in October, showing a
favorable pace of increase in overall, but the
pace of growth has been slower compared to the
third quarter (+520,000 persons). By region,
growth in the Honam and Gangwon regions
accelerated, while that in the Seoul Metropolitan,

Overall Summary
Daegyeong and Dongnam regions decelerated.
Consumer prices rose in October at a rate of
1.2% (year-on-year), less than the 1.4% increase
in the third quarter, due to the faster decline in
petroleum prices as oil prices retreat. Housing
sales prices increased in most regions including
the Seoul Metropolitan and Gangwon regions,
affected by the government’s housing market
revival package. Housing leasehold deposit
prices also showed an upward pace in most
regions.
Corporate financial conditions were found to
have improved somewhat during October and
November compared to the third quarter. By
region, while these conditions improved in the
Seoul Metropolitan and Honam regions, they
worsened in the Dongnam and Jeju regions due
to slumps in sales. Lending attitudes of financial
institutions, particularly toward small and
medium-sized enterprises (SMEs) and household
9)
s , remained accommodative in most regions.

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
(Slight Increase in Manufacturing Production)
Manufacturing production was found to have
increased modestly in October and November,
led mainly by IT products and automobiles. By
item, expanded demand for PCs, server
memories and mobile flash memories led to
increased production of semiconductors in the
9) Lending attitudes of financial institutions toward households
have remained accommodative, centering around home
mortgage loans and affected by the government’s measures to
boost the housing market.

Seoul Metropolitan and Chungcheong regions.
The roll-outs of new models in mobile phones
and the continued demand for large-scale flat
TVs drove up the production of display panels
in the Daegyeong and Chungcheong regions.
However, production of mobile phones saw a
decline as sales shrank due to fiercer
competition with overseas brands and to the
reduction of sign-up subsidies. Production of
fully
assembled
vehicles
rose
in
the
Chungcheong and Dongnam regions, thanks to
the conclusions of wage negotiations by major
10)
companies and to the roll-outs of new models .
Parts and components for motor vehicles and
engines also saw increased production, mostly in
the Chungcheong region. Iron and steel
production rose in the Daegyeong and Honam
regions, on the strength of growing exports and
expanded supply to the automobile industry.
However, it decreased in the Seoul Metropolitan
region due to the anemic demand of front-line
industries such as shipbuilding and to increase
in low-priced imports from China. While the
production of petrochemical products expanded
in the Seoul Metropolitan region, with the
coming into operation of new facilities, it was
sluggish in the Chungcheong region due to
difficulties in securing sales routes in line with a
rise in the self-sufficiency rate in China. The
production of oil refining products was found
to have declined in the Honam region, affected
by a reduction in refining margins and by
increased shale gas and oil production.
Meanwhile, shipbuilding industry production
contracted in the Dongnam region, due to delay
11)
s in the processes of construction of offshore
plants and special ships, and as some large
shipbuilders recorded large-scale deficits, the
related small and medium- sized companies
were also negatively affected. Shipbuilding
10) Hyundai Motors released a new sedan, the ‘Arslan’, on
October 30th.
11) Since 2012, Korea’s major shipbuilders have moved into
the business of constructing offshore plant and the special ship
markets (semi-submersible vessels : supersized semi-submersible
drillships) in response to the moribund state of the
conventional shipbuilding industry. However, even as
production has gained momentum, the shipbuilding process is
being delayed due to the application of strict design criteria.
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industry production in the Honam region also
declined, owing to reductions in new orders in
line with the delay in recovery of the shipping
industry.
Machinery
equipment
production
remained at the similar level, centering around
the Dongnam region, as demand from major
importers including China, the Middle East and
East Asia weakened, and as the competition
with Japanese companies intensified.
By region, manufacturing production increased
in the Seoul Metropolitan and Chungcheong
regions, and showed little change in the
Dongnam, Honam and Daegyeong regions.
Production in the Seoul Metropolitan region rose
slightly led by semiconductors, machinery
equipment and petrochemical products, and
production in the Chungcheong region increased
modestly in the mainstay industries such as
automobile, semiconductors, and iron and steel
products. Production in the Dongnam region
remained at a similar level with automobile
production rising but shipbuilding production
showing
sluggishness.
The
manufacturing
production in the Honam region remained
similar to that in the third quarter, as increase
in automobile and electronic components offset
sluggishness in petrochemical products. The
manufacturing production in Daegyeong region
was stagnant overall as increase in production of
display panels, and iron and steel products
offset sluggish production of mobile phones and
machinery equipments. Production expanded
slightly in the Gangwon region, as the
sluggishness of medical device production eased
and sales of new products of food and
beverages were robust. In the Jeju region, the
pace of increase in production slowed owing to
lagging production of agricultural and fishery
products, even despite increase in production of
beverages.
The results of monitoring suggest that
manufacturing production can be expected to
show a modest increase, but the delayed
recovery in domestic demand, the weakening of
the yen and the Chinese economic slowdown are
predicted to work as downside risks. Meanwhile,
it was found that the persistent weakening of
12)
the yen could negatively affect not only the

industries having high proportions of exports to
Japan or those competing with Japanese
companies such as automobiles, but also the
small and medium- sized components firms that
have received orders from such large companies.

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 October and November
compared to the third quarter of 2014, and it
is based on information obtained from
companies and other organizations.
Sources: Bank of Korea, Statistics Korea

(Little Change in Services Production)
Services production was found to have
remained at a level similar to that of the
previous quarter. By sector, the tourism and
leisure-related
services
and
transportation
sectors have rebounded somewhat, but the
wholesale and retail sectors were sluggish in
the Seoul Metropolitan, Dongnam and Honam
regions as growth in sales of fashion,
household items and home appliances at large
retail stores slowed down due to the delayed
recovery of consumer sentiment. The tourism
and leisure-related service sectors were found to
have improved in the Jeju and Gangwon
regions, as the number of Chinese tourists is
steadily on the rise and regional festivals,
school excursions and international events,
which had been canceled during the first half
of the year, resumed boosted by the
12) Some companies in parts components, and machinery
equipments industry were found to plan to use relatively
cheaper Japanese parts and components.
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government’s implementation of its policies for
13)
revitalizing
domestic
tourism .
The
transportation sector saw production increasing
in the Seoul Metropolitan and Dongnam
14)
regions, driven by increased container traffic .
The business service sector showed favorable
movements in the Seoul Metropolitan and
Daegyeong regions, affected largely by firms’
increased outsourcing to cut costs and by
buoyant demand in accordance with the
relocation of government and public agencies.
By region, services production remained
unchanged in the Seoul Metropolitan and
Dongnam regions, while increasing slightly
elsewhere. It remained at a level similar to that
of the third quarter in the Seoul Metropolitan
region, with the wholesale and retail and
restaurant sectors in the doldrums. Services
production marked time in Dongnam region, as
the transportation sector evolved favorably amid
increased traffic, whereas the food and
accommodation, and wholesale and retail
sectors shrank. Production in Jeju, Gangwon,
Honam and Chungcheong regions increased
slightly, affected by the growth of tourismrelated service sectors. Production in Daegyeong
region showed recovery led mainly by the food
and accommodation, and real estate service
sectors.
Monitoring results suggest that services
production is expected to exhibit a modest
recovery going forward, but the long-drawn-out
recovery of consumer sentiment is forecast to
act as a factor restricting the services industry’s
recovery. In addition, fiercer competition among
retailers and competition to bring down unit
prices are expected to slow down any recovery
in the sales and profitability of small
businesses.
13) The Ministry of Culture, Sports and Tourism designated
September 25th ~ October 5th as Autumn Tourism Week, to
promote domestic tourism and revitalize domestic demand that had
been blunted by the Sewol ferry disaster. A total of about 3,700
special tour programs were provided nationwide during the period.
14) Container traffic through the ports of Incheon and
Pyeongtack increased by 12.5 percent and 6.3 percent,
respectively, in the third quarter. Meanwhile, container traffic
is found to have maintained its growth through the port of
Busan as well in October, led by trans-shipments.

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 October and November compared to
the third quarter of 2014, and it is based on
information obtained from companies and other
organizations.
Sources: Bank of Korea, Statistics Korea

Demand
(Weak Recovery in Private consumption)
The recovery trend in private consumption
was found to be weak in October and
November due to delays in the improvement of
consumer
sentiment.
By
region,
private
consumption marked time in Seoul Metropolitan
and Chungcheong regions, while decreased in
the Dongnam region and increased slightly in
other regions. It remained at the similar level
in the Seoul Metropolitan region owing largely
to sluggish sales at department stores, and also
in Chungcheong region due to sluggish sales of
durable goods including home appliances,
furniture and mobile phones, which offset an
increase
in
automobile
sales.
Private
consumption in Dongnam region was found to
have declined slightly, as sales at department
stores and large retail stores were lackluster
due chiefly to the delayed recovery of the
regional economy and the withering of
consumer sentiment. Private consumption in the
Gangwon and Jeju region was found to have
increased slightly, led mostly by a rise in the
number of tourists. It also edged up somewhat
in Honam and Daegyeong regions as well,
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boosted respectively by growth in automobile
sales and by increases in sales at department
stores and traditional markets.
The results of monitoring found that private
consumption would show improvement going
forward thanks both to government measures to
15)
revitalize domestic demand
and to price
stability, but the pace of recovery would be
weak amid the slow-paced improvement in
consumer sentiment.

Facilities investment during October and
November remained at the same level as in the
third quarter. Some IT companies increased
their
facilities
investment,
but
most
manufacturers were found to be taking a
conservative attitude toward investment, making
only
minor
commitments
for
facilities
maintenance and repair.
16)
Semiconductor firms increased investment in

the Seoul Metropolitan region, to build new
production lines for production of high-tech
and
high-value
products.
Display
panel
17)
manufacturers
in the Chungcheong region
expanded investment, and so did those of
medical appliances, food and beverage, and
parts and components for motor vehicles and
engines in the Gangwon region. Iron and steel
makers and petrochemical product manufacturers
were inactive in facilities investment due for
the former to the continued excess supply
capacity resulting from the depressed state of
shipbuilding and other major downstream
industries, for the latter, to oversupply and
falling prices. Automobile makers reduced
facilities investment with the end of investment
18)
cycle for newly-introduced models .
By region, facilities investment in the Seoul
Metropolitan, Dongnam, Chungcheong and Jeju
regions largely marked time, being confined to
the maintenance and repair of existing facilities.
However, it increased slightly in the Honam
region centering around petrochemical products
manufacturers, and also in the Gangwon region
led chiefly by medical appliances manufacturers
and by resort complexes’ facilities expansion. In
the Daegyeong region, however, facilities
investment declined slightly, since mobile phone
manufacturers expanded their direct foreign
investment
and
regional
display
panel
manufacturers made little new investment in
their previous-generation production facilities.
The results of monitoring suggest that facilities
investment will tread water for the time being,
as most businesses choose to enhance process
efficiency rather than launch large-scale facilities
investment projects until the economic recovery
became
clearly
evident.
However,
some
businesses were found to be planning to
replace obsolete facilities by taking advantage of
the weak yen.

15) On July 24, the Korean government unveiled the ‘New
Economic Team’s Economic Policies’, which include a fiscal
expansion package of 41 trillion won in order to boost
domestic demand, and on October 8, it also announced
additional measures to revitalize domestic demand, including
the invigoration of tourism, the active steps to encourage
housing reverse mortgages and the expansion of support for
vulnerable groups.

16) Samsung Electronics is building a Line-17 system
semiconductor plant in its Hwasung complex, and SK Hynix is
pursuing the construction of a new cleanroom at its Icheon
plant for strengthening its medium- to long-term competitiveness.
17) Samsung Display is working on investment in flexible
OLED production lines for display panels.
18) Hyundai Motor’s Asan plant completed facilities
investment for the production of the Aslan in September.

Retail Sales1)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 October and November compared to
the third quarter of 2014, and it is based on
information obtained from companies and
other organizations.
Sources: Bank of Korea, Statistics Korea

(Little Change in Facilities Investment)

Overall Summary

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 October and November compared to
the third quarter of 2014, and it is based on
information obtained from companies and
other organizations.
Source : the Bank of Korea, Statistics Korea

investment was flat, due to a decrease in the
public sector, which offset an increase in the
private sector. In the Jeju region, the
sluggishness of construction investment eased,
affected by the private sector’s recovery.
However, construction investment declined
slightly in the Chungcheong region, owing to
the listless construction of non-residential
buildings resulting from a decrease in the
volume of public sector orders.
According to the results of monitoring,
construction investment in the residential
building
is
expected
to
increase,
but
sluggishness in civil engineering to continue for
time being.

Value of Construction Completed
at Constant Prices 1)2)

(Slight Increase in Construction Investment)
Construction investment during October and
November increased slightly, as construction of
residential buildings expanded, more than
offsetting the sluggishness in civil engineering.
By region, construction investment grew slightly
in the Seoul Metropolitan region with the rise
in the construction of residential buildings, and
it also increased in the Dongnam region, led by
the construction of residential buildings and the
launch of the construction of a new regional
19)
industrial complex . Construction investment
continued to grow in Daegyeong region,
boosted mainly by the promotion of mega
projects such as the construction of innovative
20)
cities and by reconstruction and urban renewal .
In the Gangwon region, construction investment
increased slightly, led chiefly by orders for
construction related to the PyeongChang
Winter
Olympic
Games
and
for
the
infrastructure construction for Wonju Innovative
City. In the Honam region, construction

19) The construction of the Ulsan Techno Industrial Complex
(1.28 million ) began in November.
20) In November, Daegu Station Central Xi, built on the site
of the former Office of Monopoly, was lotted out. In
December, two of four apartment complexes are scheduled to
be sold off in lots for reconstruction.

㎡

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 October and November
compared to the third quarter of 2014, and it
is based on information obtained from
companies and other organizations.
Source : the Bank of Korea, Statistics Korea

(Slight Increase in Exports)
Exports in October and November were found
to have increased slightly from the third
quarter,
led
by
enlarged
exports
of
semiconductors, and iron and steel, which more
than offset the sluggishness of those of mobile
phones. Exports of semiconductors remained
favorable in the Seoul Metropolitan and
Chungcheong regions, boosted chiefly by the
increased demand for memory chips for mobile
phones, PCs and servers. Exports of display

Overall Summary
panels increased in the Chungcheong and
Daegyeong regions led mainly by increased
21)
sales of premium display panels for TVs , the
expansion of supplies to ‘Apple’ and the
sustained upswing in display panel prices. In
addition, exports of iron and steel increased in
the Daegyeong and Honam regions on the back
of the continued US demand for steel pipes,
hot rolled sheets and plates, and thick plates.
Exports of automobiles to North America
posted favorable performances, particularly from
the Dongnam and Honam regions. Meanwhile,
mobile phone exports mainly from the Seoul
Metropolitan and Daegyeong regions decreased,
influenced by Apple’s launch of new products,
fiercer competition with Chinese companies, and
the Chinese government’s policy of reducing
22)
purchase subsidies . In addition, exports of
petrochemical products from the Chungcheong
and Honam regions were sluggish, led by
exports to China. Shipbuilding exports were
sluggish notably from the Dongnam region, due
mainly to the decreased amount of work
following the shortening of order books and the
postponement of handovers of vessels resulting
from setbacks to production at major shipbuilders. Exports of machinery equipment were
also found to have decreased due to a decline
in demand from major countries such as the
US and China.
By
region,
exports
grew
from
the
Chungcheong, Honam, Gangwon and Jeju
regions, but from the Seoul Metropolitan and
Dongnam regions they remained unchanged,
while those from the Daegyeong region
declined slightly. Exports grew from the
Chungcheong region, led by those of IT
products such as semiconductors, and those
from the Honam region increased, boosted
chiefly by iron and steel, and automobiles.
Meanwhile, exports from the Seoul Metropolitan
region remained unchanged from the previous
21) Samsung’s share of the North American UHD TV market
was found to have grown steadily.
22) In July, the Chinese government asked telecommunications
companies to reduce 20% of their marketing costs including
subsidies within three years. Accordingly, they announced their
plans to reduce purchase subsidies on mobile devices by
around 1.9~2.0 billion dollars.

quarter with strong exports of semiconductors
being offset by a decline in those of mobile
phones. Exports from the Dongnam region also
remained steady with an increase in automobile
exports being offset by declines in exports of
machinery and ships. Meanwhile, exports from
the Daegyeong region were found to have
decreased, as exports of mobile phones were
sluggish.
Exports are expected to increase only slightly,
despite the US economic recovery and the
growth of world trade, due mainly to the delay
in economic recovery in Europe and the
weakening of Korean price competitiveness in
line with the depreciation of the yen and with
aggressive price cutting by Chinese exporters.
Meanwhile, it was found that securing the
product competitiveness is important for
manufacturers of automobiles,
parts and
components for motor vehicles and engines,
iron and steel, equipments for semiconductors,
and machinery in order to respond to the
weakening of the yen. In addition, if Chinese
economic growth were to slow, there was
found to be concern among producers of
petrochemical products, and iron and steel, in
particular about a decrease in exports and a
deterioration of profitability.

Exports1)

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

Overall Summary

Employment: Slower Growth in the
Number of Persons Employed
The number of persons employed increased by
410,000 year-on-year in October, showing a
favorable pace of increase in overall, but the
pace of growth has been slower compared to
the third quarter (+520,000 persons). By sector,
while the number of persons employed grew at
a slower pace in services sectors such as
wholesale and retail sectors, and in the
manufacturing and construction sectors, the
number decreased at a faster pace in the
agriculture, forestry and fishing sector. By
region, growth in the Honam and Gangwon
regions accelerated, while that in the Seoul
Metropolitan, Daegyeong and Dongnam regions
decelerated. The nationwide employment rate
23)
(s.a.) stood at 60.2% in October, down slightly
from the third quarter, and the unemployment
rate(s.a.) stood at 3.5%, remaining unchanged
from the third quarter.

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

year-on-year, particularly in the services sector,
but there is a possibility of a slowdown in
growth. According to the results of monitoring,
some companies will either refrain from actively
expanding employment or maintain new
recruitment at its current level, due mainly to
the lingering uncertainties concerning economic
recovery and to poor performance.

Consumer Prices and Housing Prices
(Slower Rise in Consumer Price)
Consumer price rose in October at a rate of
1.2% year-on-year, posting slower-paced growth
than in the third quarter (1.4%). This was
mainly attributable to a faster decline in
petroleum products, affected by the downturn
in oil prices, whose effects offset sustained
hikes in service charges at the level seen in the
previous quarter. By region, prices rose at rates
a little above the 1% level, in most regions,
more slowly than in the third quarter, while
the low growth rate of 0.7% in the
Chungcheong region, remained unchanged.
According to the results of monitoring,
consumer price inflation is expected to remain
low due mainly to the stability of petroleum
product prices, whose effects offset hikes in
24)
public utility charges in some regions .

(Increases in 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

Going forward, the number of persons
employed is expected to remain on the rise
23) The employment rate is calculated as 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 October
2014.

Housing sales prices showed their upward
movements in October. Housing sales prices
rose slightly in most regions including the
Seoul Metropolitan and Gangwon regions,
influenced by the government’s real estate
market revitalization policies. However, housing
sales prices remained flat in the Honam region,
affected largely by the enlarged stock of
apartment housing. Housing leasehold deposit
24) Sejong City gave notice on November 5 as required by
legislation, of an intended upward revision of water utility
charges. The proposed revision provides inter alia for an
increase of household water bills from 420 won per ton to
460 won, and an increase of sewage charges from 185 won to
235 won.

Overall Summary
prices also continued to move higher in most
regions, except for the Honam region, due
mainly to a decrease in the availability of
deposit-based tenancies.
The results of monitoring found that the real
estate market is expected to recover in most
regions following the government’s housing
market stimulation policies. Housing leasehold
deposit prices were also expected to show
upward movements, led by those of smaller
apartments.

Housing Sales Prices and Housing
Leasehold Deposit Prices

remained accommodative to prepare for the
shift of outstanding loans to deposit money
banks in line with the application of uniform
25)
LTV･DTI ratios to all financial institutions .
The lending attitudes of financial institutions to
corporations were found to have remained
accommodative as well, particularly toward
SMEs. However, the degree of accommodativeness
toward SMEs was found to have decreased
somewhat in the Dongnam region, due mainly
to growing economic uncertainties and concerns
about credit risk. Lending requirements for
some industries including construction were
found to have been tightened in some regions
including the Honam region.
According to monitoring results, financial
institutions are expected to maintain their
accommodative lending attitude to SMEs and
households in most regions.

BSI on Financial Situation1)

Source : Kookmin Bank

Financial
Conditions:
Slight
Improvement in Corporate Financial
Conditions
Corporate financial conditions during October
and November were reported to have improved
slightly from the third quarter. By region,
corporate financial conditions were found to
have improved in the Seoul Metropolitan and
Honam regions, while deteriorating somewhat
in the Dongnam and Jeju regions due to
sluggish sales.
The lending attitudes of financial institutions
toward households were reported to have
remained accommodative, particularly regarding
mortgage
loans,
due
largely
to
the
government’s
housing
market
stimulation
policies. The lending attitudes of non-banking
financial institutions were also found to have

Note: 1) An arrow indicates the direction of the
changes in the level of corporate financial
conditions during October and November
based on information obtained from companies
and other organizations.
Source: the Bank of Korea
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25) The government on July 24th announced its intention to
standardize the LTV ratio at 70% and the DTV ratio at 60%,
for all financial institutions and regions and this was brought
into effect from August 1st.

