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2007 South-North Korean Summit

South-North Declaration opens a new era of peace and prosperity in the
Korean Peninsula

The 2007 South-North Korean Summit held in Pyongyang on October 4 was very successful bearing fruitful
results, ranging from establishing the peace regime in the Korean Peninsula to planning of regular South-North
Korean summit meetings in the future, creating a Special Peace and Cooperation Zone in the West Sea, holding
South-North Korean Prime Minister level meetings and defense ministers’ meetings, tours to Mt. Baekdu with
non-stop flight services between Seoul and Mt. Baekdu, and promoting humanitarian projects.

Throughout the summit, the South and the North have broken away from the era of confrontation and conflict
and entered a new era of peace and co-prosperity in the Korean Peninsula, laying the foundation for ending the
54-year-old armistice and establishing a permanent peace regime.

South Korea’s President Roh Moo-hyun and North Korea’s Leader Kim Jong Il signed the Declaration on the
Advancement of South-North Korean Relations, Peace and Prosperity at the Baekhwawon State Guesthouse on
October 4.

l. Declaration on the advancement of South-North Korean relations,
peace and prosperity

In accordance with the agreement between President Roh Moo-hyun of the Republic of Korea and Chairman Kim
Jong Il of the National Defense Commission of the Democratic People’s Republic of Korea, President Roh visited
Pyongyang from October 2-4, 2007.

During the visit, there were historic meetings and discussions.

At the meetings and talks, the two sides have reaffirmed the spirit of the June 15 Joint Declaration and had frank
discussions on various issues related to realizing the advancement of South-North relations, peace on the
Korean Peninsula, common prosperity of the Korean people and unification of Korea.

Expressing confidence that they can forge a new era of national prosperity and unification on their own initiative

if they combine their will and capabilities, the two sides declare as follows, in order to expand and advance
South-North relations based on the June 15 Joint Declaration:
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1. The South and the North shall uphold and endeavor actively to realize the June 15 Declaration.

The South and the North have agreed to resolve the issue of unification on their own initiative and according to
the spirit of “by-the-Korean-people-themselves.”

The South and the North will work out ways to commemorate the June 15 anniversary of the announcement of
the South-North Joint Declaration to reflect the common will to faithfully carry it out.

2. The South and the North have agreed to firmly transform inter-Korean relations into ties of mutual respect
and trust, transcending the differences in ideology and systems.

The South and the North have agreed not to interfere in the internal affairs of the other and agreed to resolve
inter-Korean issues in the spirit of reconciliation, cooperation and reunification.

The South and the North have agreed to overhaul their respective legislative and institutional apparatuses in a
bid to develop inter-Korean relations in a reunification-oriented direction.

The South and the North have agreed to proactively pursue dialogue and contacts in various areas, including
the legislatures of the two Koreas, in order to resolve matters concerning the expansion and advancement of
inter-Korean relations in a way that meets the aspirations of the entire Korean people.

3. The South and the North have agreed to closely work together to put an end to military hostilities, mitigate
tensions and guarantee peace on the Korean Peninsula.

The South and the North have agreed not to antagonize each other, reduce military tension, and resolve issues
in dispute through dialogue and negotiation.

The South and the North have agreed to oppose war on the Korean Peninsula and to adhere strictly to their
obligation to nonaggression.

The South and the North have agreed to designate a joint fishing area in the West Sea to avoid accidental
clashes. The South’s Minister of Defense and the North’s Minister of the People’s Armed Forces have also
agreed to hold talks in Pyongyang this November to discuss military confidence-building measures, including
military guarantees covering the plans and various cooperative projects for making this joint fishing area into a
peace area.

4. The South and the North both recognize the need to end the current armistice regime and build a
permanent peace regime. The South and the North have also agreed to work together to advance the matter
of having the leaders of the three or four parties directly concerned to convene on the Peninsula and declare
an end to the war.

With regard to the nuclear issue on the Korean Peninsula, the South and the North have agreed to work

together to implement smoothly the September 19, 2005 Joint Statement and the February 13, 2007 Agreement
achieved at the Six-Party Talks.
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5. The South and the North have agreed to facilitate, expand, and further develop inter-Korean economic
cooperation projects on a continual basis for balanced economic development and co-prosperity on the
Korean Peninsula in accordance with the principles of common interests, co-prosperity and mutual aid.

The South and the North reached an agreement on promoting economic cooperation, including investments,
pushing forward with the building of infrastructure and the development of natural resources. Given the special
nature of inter-Korean cooperative projects, the South and the North have agreed to grant preferential
conditions and benéefits to those projects.

The South and the North have agreed to create a “special peace and cooperation zone in the West
Sea”encompassing Haeju and vicinity in a bid to proactively push ahead with the creation of a joint fishing zone
and maritime peace zone, establishment of a special economic zone, utilization of Haeju harbor, passage of
civilian vessels via direct routes in Haeju and the joint use of the Han River estuary.

The South and the North have agreed to complete the first-phase construction of the Gaeseong Industrial
Complex at an early date and embark on the second-stage development project. The South and the North have
agreed to open freight rail services between Munsan and Bongdong and promptly complete various
institutional measures, including those related to passage, communication, and customs clearance procedures.

The South and the North have agreed to discuss repairs of the Gaeseong-Sinuiju railroad and the Gaeseong-
Pyongyang expressway for their joint use.

The South and the North have agreed to establish cooperative complexes for shipbuilding in Anbyeon and
Nampo, while continuing cooperative projects in various areas such as agriculture, health and medical services
and environmental protection.

The South and the North have agreed to upgrade the status of the existing Inter-Korean Economic Cooperation
Promotion Committee to a Joint Committee for Inter-Korean Economic Cooperation to be headed by deputy
prime minister-level officials.

6. The South and the North have agreed to boost exchanges and cooperation in the social areas covering
history, language, education, science and technology, culture and arts, and sports to highlight the long

history and excellent culture of the Korean people.

The South and the North have agreed to carry out tours to Mt. Baekdu and open nonstop flight services
between Seoul and Mt. Baekdu for this purpose.

The South and the North have agreed to send a joint cheering squad from both sides to the 2008 Beijing
Olympic Games. The squad will use the Gyeongui Railway Line for the first-ever joint Olympic cheering.

7. The South and the North have agreed to actively promote humanitarian cooperation projects.

The South and the North have agreed to expand reunion of separated family members and their relatives and
promote exchanges of video messages.
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To this end, the South and the North have agreed to station resident representatives from each side at the
reunion center at Mt. Geumgang when it is completed and regularize reunions of separated family members and
their relatives.

The South and the North have agreed to actively cooperate in case of emergencies, including natural disasters,
according to the principles of fraternal love, humanitarianism and mutual assistance.

8. The South and the North have agreed to increase cooperation to promote the interests of the Korean
people and the rights and interests of overseas Koreans on the international stage.

The South and the North have agreed to hold inter-Korean prime ministers’ talks for the implementation of this
Declaration and have agreed to hold the first round of meetings in November 2007 in Seoul.

The South and the North have agreed that their highest authorities will meet frequently for the advancement of
relations between the two sides.

Oct. 4, 2007

Pyongyang
Roh Moo-hyun Kim Jong Il
President Chairman, National Defense Commission
Republic of Korea Democratic People’s Republic of Korea

Il. Outcome of the 2007 South-North Summit addressed by DPM Kwon

Deputy Prime Minister and Minister of Finance and Economy O-kyu Kwon presented the outcomes of the 2007
South-North Summit especially focusing on the economic area on the occasion of the South-North Economic
Cooperation Forum hosted by the Korea Press Foundation on October 10, 2007.

1. Current status of South-North economic cooperation

Number of people traveling across the DMZ and the trade between the two Koreas has dramatically expanded
since the first South-North summit in 2000. Such increase in the inter-Korean exchange has contributed to
reducing the country risk thanks to the eased tension in the Korean Peninsula and resolving humanitarian
issues.

Through adopting the Sunshine policy and South-North peace and prosperity policy after the South-North
Summit in 2000, the inter-Korean exchange has substantially expanded.
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Trade volume between the two Koreas grew 4 times to US$1.35 billion in 2006 from US$330 million in 1999,
making the South the second largest trading partner to the North.

Proportion of the North’s foreign trade by country

China | South Korea | Thailand | Russia
39% | 26% | 8% | 6%

Number of persons traveling between the South and the North exceeded 100,000 a year in 2006.

Number of persons traveling between the two Koreas

1999 | 2004 | 2005 | 2006
5,661 | 26,534 | 88,341 | 101,708

The frequency of transportation services operating between the two Koreas has also gradually increased.

Number of inter-Korean transportation services

| 2004 | 2006
Ships | 2,124 | 8,401
Flights ‘ 28 ‘ 88
Vehicles | 61,514 124,124

Inter-Korean economic cooperation has contributed to resolving tensions in the Korean Peninsula, in turn
reducing the country risk of the Korean economy.

Despite the tightened inter-Korean relations due to the North Korean nuclear issue, economic cooperation has
continued to make modest progress and inter-Korean visits have been continuously promoted, keeping the
situation from further worsening.

As a result, Moody’s raised Korea’s sovereign credit rating from A3 to A2 on July 25, 2007. The global credit
appraiser cited the reduced North-Korea-related uncertainties following the implementation of the six-party
agreement on February 13 as the reason behind the upgrade.

Humanitarian aid from the South such as food, fertilizer, and medical supplies has helped to ease the distress
of North Koreans.

Inter-Korean economic cooperation has improved the image of South Korea among the North Korean public.
According to a survey of North Korean defectors in the South, in 2000, more respondents see the South as a
friend (50.8% — 67.2%) and less people consider the South as an enemy (49.2% — 32.8%) compared to the
previous year.

However, there still remain obstacles that hinder the expansion of inter-Korean economic cooperation such

as military and security risks; economic sanctions on the North from other economies; lack of military
guarantee; insufficient improvement in the regime’s system and understanding of North Koreans.
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2. Results of the 2007 South-North Korean Summit

The 2007 South-North Korean Summit was an occasion to confirm each head of state’s commitment to the
denuclearization in the Korean Peninsula and the establishment of peace. With the principle of pursuing co-
prosperity based upon the establishment of peace, it was agreed to expand and advance inter-Korean economic
cooperation and pursue specific projects for a “win-win” inter-Korean cooperation. As a result, inter-Korean
economic cooperation which remained at the level of exchange and cooperation in the past, has achieved an
expansive, systematic and continuous implementation which will provide a foothold for the future development
into a common economic system.

A. Creating a Special Peace and Cooperation Zone in the West Sea

The Korean government proposed and reached an agreement with the North on the creation of a “Special Peace
and Cooperation Zone” in the West Sea as a comprehensive project that can serve as the driving force for peace
and prosperity on the Korean Peninsula. The project specifically includes creation of a joint fishing zone and
maritime peace zone, establishment of economic zone and utilization of Haeju harbor, passage of civilian
vessels via direct routes in Haeju, and the joint use of the Han River estuary.

Furthermore, by handling military issues including the NLL issue with a view to mutual economic benefits, not
from the military perspective, the agreed project is anticipated to serve as a systemic framework for a virtuous
cycle of establishing peace and seeking co-prosperity.

B. Diversifying the areas of economic cooperation

The summit provides an opportunity for the inter-Korean economic cooperation which was previously based on
light industries, to diversify into other areas such as shipbuilding, agricultural, health & medical, environmental
protection, science & technology, and resource development. The base of economic cooperation which was
limited to the Gaeseong Industrial Complex and Mt. Geumgang will also be expanded to Haeju, Anbyeon,
Nampo, and Mt. Baekdu as well.

C. Taking the first step towards removing obstacles to the development of economic cooperation

It was agreed that overall institutional guarantees for issues starting from passage, communication and
clearance regarding the Gaeseong Industrial Complex would be provided shortly. Further, the defense ministers’
meeting will be held in November to discuss military and security guarantees in relation to the economic
cooperation projects. In this respect, the first step was made towards removing the obstacles and resolving the
systemic problems for the development of economic cooperation.

D. Strengthening channels of economic cooperation

Regarding the current Inter-Korean Economic Cooperation Promotion Committee led at the Vice Minister level,
the two leaders reached a consensus that the discussions would be upgraded to a Joint Committee for Inter-
Korean Economic Cooperation, headed by deputy prime minister-level officials. Thus, it is anticipated that
follow-up measures to the 2007 South-North Korean Summit and other practical measures to boost inter-
Korean economic cooperation can be drawn up through the Joint Committee for Inter-Korean Economic
Cooperation.
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3. Economic benefits of the South-North Korean summit

{South Korea)

A. Alleviating country risk

During the 2007 South-North Korean Summit, the two heads of state clearly declared their commitment to
establishing peace and denuclearizing the Korean Peninsula. Furthermore, they agreed to establish a “Special
Peace and Cooperation Zone” in the West Sea where the possibility of unforeseen conflict still remains.

Such agreements are predicted to have positive effects on reducing country risk. As a result, it is expected that
domestically, reduced uncertainties in the economy will enhance investment confidence while externally higher
possibility of an upgrade in our sovereign credit rating will improve the conditions for raising overseas capital
and revitalizing foreign investment.

B. Creating momentum for economic revitalization

Mutually beneficial economic cooperation projects such as expansion of Special Economic Zones, establishing
shipbuilding complex and underground resources development will create investment opportunities for the
South in the process of combining the comparatively abundant resources from both Koreas, for example, capital
and technology from the South and labor, land, and resources from the North.

Especially, as Korea is sandwiched between China and Japan, the economic cooperation projects are expected
to create new momentum for economic revitalization in the South.

For instance, considering that the South Korean shipbuilding industry is saturated while labor cost in China is
increasing, construction of new shipbuilding complex in North Korea will be beneficial for the shipbuilding
industry in the South.

C. Minimizing financial burdens of the economic cooperation

The agreed economic cooperation projects can be implemented without imposing heavy burden on the finance
of the government.

Most of the projects including the expansion of Special Economic Zones, tours to Mt. Baekdu and the
establishment of shipbuilding complex can be contracted out to the private sector on a commercial basis.

The government will play its part in providing infrastructure so that the private sector can make investments
without difficulty.

In the case of the 1* development phase of the Gaeseong Industrial Complex, Korea Land Corporation, Korea
Electric Power Corporation and Korea Telecom could recoup their investments through charging for the land,

electricity and communication uses they provided.

Taking the example into consideration, financial spending of the government in Haeju Special Economic Zone
and the 2™ development phase of the Gaeseong Industrial Complex will not be as costly as some argue.
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In addition, the investment of the private sector will last for a considerable time. Given this, the projects will not
put much financial burden on the government.

Moreover, given that government spending is controlled by the National Assembly, the spending will be limited
within the capacity.

{North Korea)

During the summit, the North affirmed its full commitment to the peace and denuclearization in the Korean
Peninsula. By doing so, increased communication between the North and the international community is
expected.

When inter-Korean economic cooperation is carried out in full scale, North Korea will have an opportunity to
revitalize its economy through creating jobs, training manpower, and expanding export.

The Bank of Korea estimates that the real GDP of North Korea posted negative growth from 1990 to 1998,
rebounded to positive growth since 1999, and fell back down to minus 1.1 percent in 2006.

{Northeast Asia)

The South-North Korean summit is expected to help ease political and military tensions in Northeast Asia and
enhance the possibility of regional cooperation.

A series of economic cooperation projects agreed upon by the two leaders will be implemented in cooperation
with neighboring countries and ultimately contribute to the peace and prosperity in Northeast Asia.
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The Green Book

Current Economic Trends

The recent Korean economy shows continued improvement in domestic demand indicators
while exports decreased slightly as there were fewer working days due to Chuseok
holidays.

Industrial activity in August recorded a double-digit growth of 11.2 percent sustained from
the previous month supported by continued export growth of 14.0 percent and recovering
domestic demand. Service activities also posted a high increase of 7.3 percent.

Meanwhile, September exports edged down by 0.4 percent year-on-year led by fewer
working days due to Chuseok (Korean Thanksgiving) holidays, while average exports per day
recorded US$1.52 billion, the highest of the year.

Current account surplus in August registered US$610 million, down from the surplus of
US$1.56 billion in July following the surplus decrease in goods trade account and income
account along with increased service account deficit.

When it comes to consumer goods sales, consumption of durable goods including
automobiles continued a solid increase of 15.1 percent, whereas the sales growth in non-
durable goods including food and beverage slightly fell to 3.1 percent from 4.9 percent.

Estimated facility investment is under adjustment, maintaining a growth rate of 1.7 percent
in August, slightly up from 1.0 percent of the previous month due to less investment in
semiconductor equipment. Construction completed is gradually picking up, registering an
on-year increase of 5.5 percent, down from 12.3 percent of the previous month on the back
of lower performance in the public sector.

Price in September surged 0.6 percent month-on-month fueled by price increases in
agricultural, livestock and fishery products after typhoon and heavy rains, but price increase
stands at only 2.3 percent year-on-year due to the base effect.

To sum up, the Korean economy continues to pick up with domestic demand and exports
well-balanced.

Although irregular factors including the base effect have caused some indicators to slow
down as compared to the previous month, the overall economy remains on a solid recovery

track.

However, there remain uncertainties such as continued slowdown of the US economy,
additional tightening of China’s economy and rising international oil prices.

The government will closely monitor major economic indicators and risk factors in finance
and foreign exchange markets for better policy response.
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1. Global economy

The global economy has seen slow growth as worries over US subprime mortgage woes
spread to the financial market and high oil prices persisted.

Changes in OECD’s growth expectation of major economies (Sep 5, 2007)
(US) 2.1% € 1.9%, (Eurozone) 2.7% € 2.6%, (Japan) 2.4%, (G7) 2.3% © 2.2%

However, as fears in the global financial market has eased thanks to the US interest rate cut
and the growth momentum in China and other emerging economies has sustained, the
global economy is expected to maintain its upward trend.

us The possibility of economic recession in the US has increased as financial market jitters
stemming from subprime mortgage crisis have been reflected in real economic indicators
such as employment and consumption.
However, uneasiness in the financial market has modestly relieved as the larger-than-
expected interest rate cut (0.5%p, Sep 18) led to the recovery of stock market and increase
in CPissues.
The overall US economy has slowed down in August. Growth in industrial production and
retail sales has slowed down and the housing market recession has accelerated.
However, as the concerns over economic recession stemmed from sluggish consumption
have eased on the back of the improved employment figures in September and increased
wages, additional interest rate cut is less likely by the end of this year.
Meanwhile, inflation pressure has moderated as the CPI growth slowed down in August and
the core personal consumption expenditure (PCE) deflator recorded 1.8 percent, stabilizing
within the Fed’s comfort zone of a 1 to 2 percent growth for three consecutive months.
(Percentage change from previous period)
‘ 2006 ‘ 2007
‘ Annual Q3 Q4 ‘ Q1 Q2 Jun Jul Aug Sep
ﬁ'eiail ED,P: 77777777777777777777 ‘ 29 1.1 2.1 ‘ 0.6 3.8 - - -
- Personal consumption expenditure ‘ 3.1 2.8 39 ‘ 3.7 14 - - -
- Corporate fixed investment ‘ 6.6 5.1 -1.4 ‘ 2.1 1.1 - -

_ - Construction investmentfor housing | 46 204 172 ) 163 116 ; :
Industrial production ‘ 3.9 4.0 -1.5 ‘ 1.1 3.5 0.6 0.5 0.2 -
Retail sales ‘ 6.2 0.9 0.2 ‘ 15 1.3 -0.8 0.5 0.3 -
}“q‘t‘;”_:,°t’;'§3;’:n‘;‘;yf°” employment S o m w8 W@ 89 110

,N?W,hf)[n,e,s,a,lgs, 777777777777777 ‘ -18.1 -8.4 -0.8 ‘ -13.5 1.7 -3.0 3.8 -8.3 -
Core consumer prices (y-0-y, %) 2.5 2.8 2.6 2.6 2.3 2.2 2.2 2.1 -

1. Annualized rate
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m US GDP (g-0-q, annualized rate)

Source: US Department of Commerce
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China

China continued to experience economic overheating, maintaining high growth rates in
consumption and investment, and recording a 10-year high of 6.5 percent in consumer prices
in August. As a result, in September, the People’s Bank of China raised the reserve ratio for
the seventh time and the interest rate for the fifth time this year to restrain the increase in
lending and alleviate expectations of inflation.

(Percentage change from same period in previous year)

‘ 2006 ‘ 2007

| Annual a3 Q4 | Q1 Q2 Jun Jul Aug
Real GDP L 10.6 04 11 11.9 - - -
Fixed asset investment (accumulated) | 24.5 28.2 245 | 283 26.7 26.7 26.6 26.7
Retail sales ‘ 13.7 13.8 143 ‘ 14.9 15.8 16.0 16.4 17.1
Industrial production ‘ 16.6 16.2 14.8 ‘ 18.3 18.7 19.4 18.0 17.5
Exports | 212 28.7 21 | 218 27.4 271 34.2 22.7
Consumer prices | 15 1.3 2.0 | 2.7 3.7 4.4 5.6 6.5

]apan The Japanese economy in the second quarter slid back to minus growth in three quarters
contracting by 0.3 percent quarter-on-quarter, revised down from a 0.1 percent increase of
an earlier estimate due to reduced investments and sluggish household consumption.
However, exports and industrial production maintained sound growth and despite
reductions in wages, retail sales rebounded to an increase trend, thus continuing the
economic recovery trend.

(Percentage change from previous period)

‘ 2006 ‘ 2007

‘ Annual Q3 Q4 ‘ Q1 Q2 Jun Jul Aug
Real GDP ‘ 2.2 0.1 1.3 | 0.8 0.1 - - -
Industrial production | 48 1.3 22 | -13 0.1 1.2 -0.4 3.4
Retail sales ‘ 0.1 -0.8 -0.8 ‘ 1.9 -0.7 -0.8 -2.5 3.9
Exports (y-o-y, %) ‘ 14.6 15.6 1.2 | 12.5 131 16.2 11.8 14.5
Core consumer prices (y-0-y, %) | 0.1 0.2 0.1 | 0.1 -0.1 -0.1 -0.1 -0.1

Eurozone Risks increased in the eurozone as the economic growth slowed down under the influences
of financial market unease, strong euro, and high oil prices while prices increased by 2.1
percent in September. However, the region’s economy is forecast to maintain its growth
trend with solid employment and strong performance of industrial production and export.

(Percentage change from previous period)

‘ 2006 ‘ 2007

‘ Annual Q3 Q4 ‘ Q1 Q2 Jun Jul Aug
Real GDP ‘ 2.7 0.6 0.9 | 0.7 0.3 - - -
Industrial production | 40 0.8 08 | 039 0.4 0.0 0.6 -
Retail sales ‘ 2.1 0.6 0.4 ‘ -0.1 0.1 0.6 0.4 0.1
Exports (y-0-y, %) ‘ 11.2 8.0 11.6 ‘ 9.3 8.9 9.4 14.7 -
Consumer prices (y-0-y, %) | 2.2 2.1 1.8 | 19 1.9 1.9 1.8 1.7
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m China’s GDP and fixed asset investment
Source: National Bureau of Statistics of China
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2. Private consumption

The pace of private consumption growth expanded, maintaining the 4 percent growth range
in the second quarter of 2007 for two consecutive quarters following the first quarter. It
gained on-year 4.2 percent or on-quarter 0.8 percent.

Private consumption
(y-0-y, %): 5.2 (Q1 2006)
(SA*, g-0-q, %): 1.2 (Q1 2006)
* SA: seasonally adjusted

4.2(Q2)
0.8(02)

4.1(Q2)
0.6(Q2)

4.0(Q3) © 3.7 (Q4) © 4.1(Q12007)
0.9(Q3) € 1.0(Q4) © 1.5(Q1 2007)

The growth of consumer goods sales in August continued, up 7.1 percent year-on-year,
compared with the previous month’s on-year growth of 9.3 percent.

Durable goods sales maintained a robust growth (up 15.1%) in August, mainly led by
automobile sales (up 11.5%), while the sales growth of non-durable goods including food
and beverage slowed down to 3.1 percent from 4.9 percent of the previous month.

(Percentage change from same period in previous year)

‘ 2005 ‘ 2006 ‘ 2007
| Annual | Annual Aug Q3 Q4 | Q1 Q2 Jun Jul' Aug'
Consumer goods sales 41 | A7 4.3 2.9 45 | 11 5.3 4.8 9.8 7.1
(Seasonally adjusted)? | - 34 -0.2 30 | 25 -0.2 -0.4 1.6 0.6
- Durable goods? 6.5 ‘ 11.0 13.1 1.4 9.6 ‘ 17.0 141 1.5 22.0 15.1
« Automobiles 9.5 ‘ 8.1 -2.1 4.2 1.3 ‘ 9.8 9.3 5.2 27.6 1.5
- Semi-durable goods* 79 ‘ 5.1 1.9 2.9 3.6 ‘ 6.4 3.6 5.2 5.0 5.2
- Non-durable goods® 1.2 1.1 0.4 -1.7 2.0 2.1 0.9 0.5 49 3.1

1. Preliminary

2. Percentage change from previous period

3. Durable goods (25.4%): Automobiles, electronic appliances, furniture, telecommunications devices, etc.
4. Semi-durable goods (24.0%): Clothing, footwear, etc.

5. Non-durable goods (50.5%): Food, medicine, cosmetics, fuel, tobaccos, etc.

The sales growth in department stores picked up and that in large discount stores expanded
while the sales growth in other retail stores slowed down.

(Percentage change from same period in previous year)

‘ 2005 ‘ 2006 ‘ 2007

‘ Annual ‘ Annual Aug Q3 Q4 ‘ Q1 Q2 Jun Jul’ Aug'
- Department stores 3.1 3.7 -2.3 0.4 0.7 -2.1 -1.6 2.0 -1.5 35
- Large discount stores | 8.3 | 8.8 13.9 6.4 11.6 | 10.2 8.4 10.4 43 6.0
- Other retail stores? , 13 | 06 3.0 0.4 1.7 2.1 0.2 0.5 3.8 1.1

1. Preliminary

2. Stores at traditional markets, shopping malls and underground malls

1 6 October 2007



m Private consumption
Source: The Bank of Korea (national accounts)
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Source: Korea National Statistical Office (industrial activity trend)
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Consumption-related indicators in September posted ups and downs due to the shift of
Chuseok (Korean Thanksgiving) holidays from October last year to September this year.

Credit card use maintained a double-digit growth and the sales volume at department and
discount stores surged due to Chuseok holidays.

Value of credit card use (y-0-y, %)

16.2 (Apr 2007) € 12.8 (May) € 13.7 (Jun) € 18.4 (Jul) € 14.8 (Aug) € 10.0 (Sep)
Department store sales (y-0-y, %)

-2.3 (Apr 2007) € -0.1 (May) © 4.4 (Jun) € 0.2 (Jul) € 5.6 (Aug) € 6.2 (Sep)
Discount store sales (y-0-y, %)

-5.5 (Apr 2007) € -3.1 (May) € 1.9 (Jun) © -2.3 (Jul) © 1.7 (Aug) € 17.7 (Sep)

Source: Ministry of Commerce, Industry and Energy
The Credit Finance Association
Ministry of Finance and Economy (September data)

Domestic sales of domestically manufactured automobiles turned to fall in September on
the back of fewer working days (down 4 days) and the high comparison base of 40.3 percent
set in September 2006.

Domestic sales of domestically manufactured automobiles

(thousand units): 10.0 (Apr 2007) € 10.5 (May) € 10.6 (Jun) € 10.2 (Jul) © 9.9 (Aug) © 9.2 (Sep)

(y-0-y, %): 10.5 (Apr 2007) € 12.1 (May) € 5.7 (Jun) © 35.4 (Jul) € 11.0 (Aug) © -20.3 (Sep)

The recent recovery in consumption is deemed to be sustainable given that it is mainly
supported by the improving consumption environment including income and consumer

sentiment since the second half of 2006.

Real income also maintained an increase nearing the GDP growth rate.

(Percentage change from same period in previous year)

‘ Q2 2006 ‘ a3 ‘ Q4 ‘ Q1 2007 ‘ Q2

1 8 October 2007

The consumer expectations index maintained its upturn trend from the beginning of the year.

Consumer expectations index (base=100)

94.8 (Sep 2007) € 93.9 (Oct) € 95.2 (Nov) € 93.7 (Dec) € 96.1 (Jan 2007) € 98.1 (Feb) € 97.8 (Mar)
100.1 (Apr) € 101.1 (May) € 101.5 (Jun) € 102.6 (Jul) € 103.0 (Aug) € 103.2 (Sep)

Source: Korea National Statistical Office

Consumer sentiment index (base=100)
96 (Q3 2006) > 98 (Q4) € 103 (Q12007) € 108 (Q2) € 112(Q3)
Source: The Bank of Korea

Sustainability of the trend growth in private consumption will likely be determined by
income and employment conditions.

Number of employed (y-o-y, thousand)
288 (Q32006) € 278 (Q4) € 264 (Q12007) > 289 (Q2), 303 (Jul) € 294 (Aug)

Real household income (nationwide, y-0-y, %)
1.1(Q3 2006) > 5.4 (Q4) € 4.0 (Q1 2007) € 1.0(Q2)



m Department store and discount store sales (current value)
Source: Ministry of Commerce, Industry and Energy (monthly retail sales)
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m Domestic automobile sales
Source: Korea Automobile Manufacturers Association (monthly automobile industry trend)
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Source: Korea National Statistical Office (monthly consumer survey index)
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3. Facility investment

Facility investment in the second quarter of 2007 (preliminary GDP) made a jump on the
back of the recovery in domestic demand. It grew 11.9 percent year-on-year and 3.4 percent
quarter-on-quarter.

(Percentage change from same period in previous year)

‘ 2005 ‘ 2006 ‘ 2007
‘ Annual ‘ Q1 Q2 a3 Q4 Annual ‘ Q1 Q2
Facility investment? | 5.7 | 7.0 1.2 1.1 5.3 1.6 | 10.8 1.9
(Seasonally adjusted)® ‘ - ‘ -1.0 22 3.8 0.1 - ‘ 4.4 34
- Machinery ‘ 1.4 ‘ 33 9.5 12.4 6.5 7.9 ‘ 12.8 10.9
- Transportation equipment ‘ -1.8 ‘ 25.9 -3.5 48 -0.2 5.9 ‘ 2.2 17.7

1. Preliminary 2. National accounts 3. Percentage change from previous period

Facility investment (estimated index) in August maintained its modest growth of 1.7 percent
compared with the previous month’s 1.0 percent due to a decrease in special industrial
machinery such as semiconductor manufacturing equipment. Meanwhile, domestic
machinery shipments fell 0.7 percent year-on-year.

The growth trend of leading indicators including domestic machinery orders and machinery
imports slowed down slightly.

Domestic machinery orders in August posted a modest growth of 4.7 percent year-on-year,
as the orders turned to a sharp fall in the public sector while the growth pace in the private
sector slowed down.

(Percentage change from same period in previous year)

‘ 2005 ‘ 2006 ‘ 2007
‘ Annual‘ Annual  Aug Q3 Q4 ‘ Q1 Q2 Jun Jul' Aug’
Estimated facility investment? | 6.3 | 1.4 14.4 11.8 5.1 | 1.3 12.1 9.2 1.0 1.7
- Eﬁ’ig‘nﬁzﬂ‘t’s’“a"hi”ery 08 47 81 40 67 65 58 68 16 07
Domestic machinery orders ‘ 5.7 ‘ 18.8 18.4 21.0 16.7 ‘ 15.3 1.4 41 30.2 47
- Public ‘ -1.3 ‘ 71 6.9 19.0 22.1 ‘ 121 -235  -52.0 58.0 -21.3
- Private | 67 | 204 20.2 21.3 158 | 156 10.5 13.7 21.7 8.1

1. Preliminary 2. Industrial activity

Machinery imports (%)
16.0 (Mar 2007) © 42.7 (Apr) € 33.7 (May) © 24.9 (Jun) € 6.3 (Jul) € 18.2 (Aug) € 6.1 (Sep 1-20)

The Business Survey Index (BSI) for facility investment in the manufacturing sector compiled
by the Bank of Korea slightly rose within the range similar to those of the previous month.

2007
Business Survey Indexes (base=100) ‘
‘ May Jun Jul Aug Sep Oct
Manufacturing facility investment result | 100 100 100 99 99 -
Manufacturing facility investment prospect | 101 102 100 100 99 100

Source: The Bank of Korea

20 October 2007



Facility investment by type
Source: The Bank of Korea (national accounts)
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4. Construction investment

Construction investment in the second quarter of 2007 (preliminary GDP) increased 3.2
percent year-on-year, maintaining the 3 percent range growth since the first quarter. It
decreased 1.3 percent quarter-on-quarter.

(Percentage change from same period in previous year)

‘ 2005 ‘ 2006 ‘ 2007
‘ Annual ‘ a1 Q2 a3 Q4 Annual ‘ a1 Q2
Construction investment? | -0.2 | 0.2 -5.0 -0.1 3.2 -0.4 | 39 3.2
(Seasonally adjusted)? ‘ - ‘ 0.0 -0.9 2.0 1.9 - ‘ 0.8 -1.3
- Building construction ‘ -1.4 ‘ 1.1 -5.9 -2.4 -0.2 -2.0 ‘ 2.1 25
- Civil engineering works | 15 | -1.4 -3.9 3.4 7.4 2.0 | 1.4 4.2

1. Preliminary 2. National accounts 3. Percentage change from previous period

Construction completed (current value) in August slowed down its growth pace to 5.5
percent year-on-year from 12.3 percent in the previous month, fueled by a decrease in the
public sector and moderate growth in the private sector.

(Percentage change from same period in previous year)

‘ 2005 ‘ 2006 ‘ 2007
‘Annual ‘ Annual  Aug Q3 Q4 ‘ Q1 Q2 Jun Jul' Aug'
Construction completed? | 41 | 3.7 1.7 4.8 6.0 | 6.5 5.2 4.2 12.4 5.5
- Public | 87 19 8.4 9.0 126 | 188 11.2 10.9 13.8 -0.3

- Private | 15 | 49 0.5 3.8 4.0 | 1.9 1.6 0.5 9.8 6.4

1. Preliminary 2. Industrial activity

Construction orders in August increased 13.4 percent year-on-year led by a surge of 72.5
percent in the public sector with the growth in the private sector turning to an upward trend,
recording 6.0 percent compared with minus 38.8 percent in the previous month.

(Percentage change from same period in previous year)

‘ 2005 ‘ 2006 ‘ 2007
‘Annual ‘ Annual  Aug a3 Q4 ‘ Q1 Q2 Jun Jul' Aug'
Construction orders? | 1.3 | 9.0 15.0 37.1 27.1 | 26.3 26.3 28.8 -14.9 13.4
- Public | 17 63 -24.6 21.2 271 | 493 21.2 6.6 51.1 72.5

- Private | 14.5 | 12.8 14.9 36.8 28.3 | 21.8 17.0 19.4 -38.8 6.0

1. Preliminary 2. Current value
Although the construction sector is expected to reverse course derailing from the decreasing

trend due to the low comparison base set in the previous year, improvement in large scale
seems unlikely.

22 October 2007



Construction investment
Source: The Bank of Korea (national accounts)
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5. Exports and imports (customs clearance basis)

Exports in September posted US$29.55 billion, down 0.4 percent year-on-year, led by fewer
working days (down 4 days) due to Chuseok holidays.

Given this, the average daily exports maintained a robust growth, standing at US$1.52
billion, up 20.1 percent year-on-year, recording the highest average daily exports of the year.

By export category (estimated, Ministry of Commerce, Industry and Energy), ships (up
49.7%) and steel (up 18.4%) maintained a solid growth while wireless telecommunications
devices (down 2.2%) and semiconductors (down 1.6%) witnessed a decrease.

(US$ billion)
‘ 2006 ‘ 2007
‘ Jul Aug Sep Jan-Sep ‘ Jul Aug Sep Jan-Sep
Exports ‘ 25.77 27.29 29.65 238.07 ‘ 30.23 31.10 29.55 268.59
(y-0-y, %) | 109 16.9 20.9 147 17.3 14.0 -0.4 12.8
Average daily exports | 1.15 1.14 1.26 115 1.31 1.30 1.52 1.30
Imports ‘ 25.55 27.03 27.64 229.48 ‘ 29.20 29.67 27.06 255.95
(y-0-y, %) ‘ 18.8 22.9 21.6 20.4 ‘ 14.3 9.8 -2.1 11.5
Average daily imports | 1.14 1.13 1.10 1.10 | 1.27 1.24 1.39 1.24

September imports decreased 2.1 percent year-on-year to US$27.06 billion. Considering the
fewer working days, average daily imports reached the record high of US$1.39 billion, up
18.0 percent year-on-year.

Imports of raw materials increased led by steel products while consumer goods imports
maintained solid growth thanks to the recovery of domestic demand.

Raw materials (%)
14.9 (May 2007) € 9.4 (Jun) © 16.5 (Jul) © 7.4 (Aug) © 11.7 (Sep 1-20)

Capital goods (%)
13.3 (May 2007) € 10.7 (Jun) € 8.9 (Jul) © 12.7 (Aug) © 8.9 (Sep 1-20)

Consumer goods (%)
15.1 (May 2007) € 12.2 (Jun) € 23.8 (Jul) © 16.6 (Aug) ) 17.0 (Sep 1-20)

Trade surplus in September increased by US$1.07 billion from the previous month to post
US$2.49 billion driven by a sharp decrease in imports compared with exports.

(US$ billion)
‘ 2006 ‘ 2007
‘ Jul Aug Sep Jan-Sep ‘ Jul Aug Sep Jan-Sep
Trade balance | 0.23 0.26 2.02 8.59 | 1.03 1.42 2.49 12.63

24 October 2007

October export growth is likely to be back on a recovery track as the exports to emerging
countries including China are expanding and there will be more working days (up on-year 3.5
days) with Chuseok holidays falling in September instead of October.



[ZJ Exports (customs clearance basis)
Source: Ministry of Commerce, Industry and Energy (export and import trend)
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6. Industrial activity

August industrial production maintained a double-digit growth since the previous month (up
14.3%) to post 11.2 percent increase on the back of robust exports and improving domestic
demand indicators.

Although the growth of industrial production slowed down compared to the previous month,
it is largely attributable to irregular factors such as the comparison base set in the previous
year. The overall industrial production seems to maintain its solid growth.

By category, production of semiconductors (up 29.4%) continued to expand with
automobile (up 18.1%) and machinery (up 9.4%) leading the growth.

Contribution to on-year industrial output growth (Aug 2007, %p)
Semiconductors (7.77), automobiles (1.34), machinery (0.66)

Shipments for domestic demand as well as exports increased by 8.7 percent from a year
earlier, down from 14.9 percent of the previous month, while the inventory growth rose to
5.8 percent from 3.1 percent in the previous month.

(Percentage change from same period in previous year)

‘ 2006 | 2007

‘ Annual Q2 Aug ‘ Q2 Jun Jul' Aug’

Production (g-0-q) | - 0.8 3.7 | 4.4 1.9 2.0 0.8
(y-0-y) ‘ 10.1 11.5 11.7 ‘ 7.0 1.6 14.3 11.2
(days operated reflected) ‘ 10.6 12.0 11.6 ‘ 1.0 9.4 1.9 9.4
- Manufacturing ‘ 10.5 12.1 1.8 ‘ 7.1 1.7 14.7 1.7
» Heavy chemical industry ‘ 12.6 14.7 14.3 ‘ 8.3 9.3 16.9 14.0

« Light industry | 1.1 0.3 1.1 | 1.1 -0.5 4.0 0.1
Shipment ‘ 1.8 9.0 9.7 ‘ 1.2 1.5 14.9 8.7
- Domestic demand ‘ 45 4.9 3.4 ‘ 4.9 3.8 12.6 4.8
- Exports ‘ 1.9 14.2 17.4 ‘ 10.0 11.8 17.3 13.0
Inventory | 6.2 1.5 1.3 | 2.8 2.8 3.1 5.8
Average operation ratio (%) ‘ 81.1 80.7 81.2 ‘ 82.8 82.7 83.1 83.7
Production capacity ‘ 3.4 4.0 3.4 ‘ 2.7 3.2 3.6 4.4

1. Preliminary

26 October 2007

Industrial activity in September is forecast to slow down due to the high comparison base
set in the previous year (up 17.6%) and fewer working days (down on-year 4 days) with
Chuseok holidays falling in September this year instead of October.



m Industrial production

Source: Korea National Statistical Office (industrial activity trend)
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7. Service sector activity

Service activity continued healthy growth in August expanding 7.3 percent from a year
earlier, even though the pace of increase slowed from July when it surged 9.9 percent helped
by a relative comparison to the low base set last year due mainly to strikes.

Output in the overall service business categories except for educational services expanded
year-on-year, with financial & insurance services (up 19.4%) continuing to lead the way.
Wholesale & retail sales and hotels & restaurants, closely related to consumer confidence,
sustained sound growth reflecting the recent recovery of domestic demand.

(Percentage change from same period in previous year)

‘ 2005 ‘ 2006 2007
Weight o
‘ ‘ Annual‘ Annual Q1 Q2 Q3 Q4 ‘ Q1 Q2 Jun Jul'  Aug' ponur

Wholesale & retail
Hotels & restaurants

Transportation service

Communicationservices‘ 5.8 ‘ 4.1

Financial & insurance
services

Real estate & renting
Business services
Educational services

Healthcare & social
welfare services

Entertainment, cultural
and sports services

bution?
‘ 27.6 ‘ 2.1 40 37 4.2 43 37

4.9 38 3.7 10 4.1 1.01
‘ 11 | 0.3 2.1 39 24 23 -0.2 16 2.3 2.8 3.0 27 019

\ \
\ \

s | 88 | 42 | 63 6.4 6.3 5.9 69 | 67 5.5 1.0 10.7 90 085
| 2.8 23 29 3.2 2.6 | 33 3.2 2.6 3.1 3.1 0.22

| 176 | 13 | 19 132 92 4.9 48 | 9.1 156 208 230 194 363

‘ 5.4 | 8.5 | 102 105 8.2 14 14.3 | 5.8 3.3 6.6 15 48  0.26

| 85 | 28 | 59 5.6 5.7 5.7 64 | 53 6.7 6.5 6.8 6.5  0.56

‘ 8.6 ‘ 0.7 ‘ 23 14 25 14 4.4 ‘ 21 1.8 39 55 -41  -0.36

4.0 13 100 111 8.1 1.9 8.9 9.6 9.6 9.0 8.1 124 049

| 35 | 3.0 | 25 4.9 21 -0.9 3.7 | 5.7 6.8 8.9 148 116 043

Other public & personal - 96 19 38 47 41 39 25 19 12 28 28 23 005

services

1. Preliminary

2. Contribution to August growth (%p)

28 October 2007

Service activity in September is expected to have stayed on the upward track driven by a
continued robust recovery of real economy including consumption and investment.
Nevertheless, there remain downside risks including deteriorating external conditions such
as higher oil prices, as well as a possible adjustment in the stock market with a recurrence of
the subprime mortgage crisis. Also, the service activity growth in September may have
moderated since 3 days of operation were reduced from a year earlier due to the shift in
Chuseok holidays from October last year to September this year.

KOSPI (monthly average)
1,432 (Mar 2007) > 1,517 (Apr) © 1,615 (May) € 1,754 (Jun) € 1,912 (Jul) © 1,815 (Aug) € 1,879 (Sep)

Stock trading value (trillion won)
109 (Mar 2007) € 142 (Apr) © 146 (May) © 197 (Jun) © 205 (Jul) € 140 (Aug) € 131 (Sep)

0il prices (Dubai crude, US$/barrel)
58.9 (Mar 2007) > 64.0 (Apr) © 64.7 (May) € 65.9 (Jun) € 69.7 (Jul) © 67.4 (Aug) € 73.3 (Sep)



Service industry
Source: Karea National Statistical Office (service industry activity trend)
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8. Employment

The number of workers in payroll in August increased by 293,000 year-on-year to post
23,460,000, boosted by a strong economic recovery shown in recent robustness in industrial
and service activities.

Service sector employment sustained rapid growth (up 439,000) on the back of robust
service sector activity, exceeding the 400,000 level for the third consecutive month.

Employment in the manufacturing sector slightly accelerated the decline in August (down
62,000) as improvement in the employment environment of the sector was being delayed
with the progress of automation and the overseas relocation of production bases.

Hiring in the construction sector turned to a decrease (down 14,000) due to the deteriorated
weather conditions during the period of collecting August employment data when major
cities had 4 to 5 rainy days.

Employment in agriculture, forestry and fisheries continued to fall (down 71,000) affected by

the ongoing restructuring process.

As for the type of employment, the number of waged workers continued to increase (up
531,000), although self-employed small business owners and family members working
without pay in family-owned businesses decreased by 112,000 and 123,000, respectively. In
particular, the number of workers with a one-year or longer contract surged 520,000 in
August as companies tried to secure human resources amid the improving economic
outlook and as more non-regular workers attained regular employee status along with the
implementation of the Act on Non-regular Workers.

The employment rate continued to increase, up 0.2 percentage point year-on-year in August
to 59.8 percent. The unemployment rate maintained a downward trend falling 0.3
percentage point from a year earlier to 3.1 percent while the youth unemployment rate
dropped 0.7 percentage point to 6.7 percent from the same month of the previous year.

(Change from same period in previous year, thousand)
2006 ‘ 2007
Aug Annual Q3 Q4 Q1 Q2 May  Jun Jul Aug

Employment growth

318 295 288 278 264 289 274 315 303 293

- Manufacturing
- Construction

- Services

-51 -55 -56 -44 -53 -62
46 30 21 18 4 -14
369 3N 358 304 309 367 363 403 433 439

-53 -67 -57 -62
17 21 13 29

Unemployment rate

(%) 3.4 3.5 3.3 3.2 3.6 3.2 3.2 3.2 3.2 3.1

Employment rate (%)

\

\ \
\ \

- Agriculture, forestry and fishery ‘ -16 -31 -28 4 ‘ -42 -52 -51 -63 -80 -1

\ \
\ \
\ \
\ \
|

59.6 59.7 60.0 59.9 | 586 606 60.7 60.8 606  59.8
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Number of employed and employment growth
Source: Korea National Statistical Office (employment trend)
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9. Financial markets

9.1 Stock market

The KOSPI deployed downward trends in early September dropping as low as 1,813.5 points
on September 12 with falling global stock markets and continued net selling of domestic
stocks by foreign investors, both sparked by credit crunch concerns related to the US
subprime mortgage crisis. The index, however, rebounded to wrap up the month at 1,946.5
points boosted by money inflow into domestic equity funds and stabilized investor
sentiment with the Federal Reserve Board (FRB)’s interest rate cut by 50 basis points.

After undergoing correction as did the KOSPI at the beginning of the month, the KOSDAQ
also bounced back from the monthly low of 755.1 points to close the month at 794.6 points
as investor sentiment stabilized with global stock markets turning to an increase.

In September, net selling by foreign and individual investors amounted to 1,896.3 billion
won and 128.5 hillion won, respectively, while net buying by institutional investors recorded
1,901.5 billion won.

(End-period, point, trillion won)

‘ KOSPI ‘ KOSDAQ

‘ 2006 ‘ Sep 2007 Change' ‘ 2006 ‘ Sep 2007 Change'
Stock price index | 1,434.5 | 1,946.5 512.0 (+35.7%) | 606.2 | 794.6 188.4 (+31.1%)
Market capitalization | 704.6 ‘ 974.0 269.4 (+38.2%) | 72.1 ‘ 106.0 33.9 (+47.0%)
Average daily 3.4 5.0 1.6 (+47.1%) 1.7 21 0.4 (+23.5%)

trade value

1. Change from the end of previous year

9.2 Exchange rate

The won/dollar exchange rate in September fell to the 915 won range as international
financial markets had somewhat stabilized and the dollar lost ground.

In early and mid September, the won/dollar exchange rate was dragged down to the 920
won range as the dollar weakened overall with eased risk aversion in global financial
markets and the Korean stock market showed strong performance.

The exchange rate at end September dropped to the 915 won range, the lowest record of the
month, as the dollar’s value further decreased due to the FRB’s larger-than-expected interest
rate cut of 50 basis points.

(End-period)
‘ 2005 ‘ 2006 ‘ 2007
‘ Dec ‘ Dec ‘ Jun Jul Aug Sep Change'
Won/Dollar | 10116 | 9298 ‘ 923.8 919.3 938.3 915.1 1.6
Yen/Dollar | 117.8 | 118.7 | 123.3 118.9 116.2 115.1 3.1

1. Appreciation from the end of previous year (%); the exchange rate is based on closing price at 3:00 p.m.
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m Stock prices
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9.3 Bond market

Bond yields such as Treasury bond yields decreased in early September mainly affected
by the interest rate freeze by the Bank of Korea, eased expectations on another interest
rate hike and an expected cut in the US federal funds rate. However, the yields rebounded
after mid September to hit the highest record this year, due mainly to the stock market
rally fueled by the US rate cut, more issuances of bank bonds, inflationary pressure from
higher raw material prices, and robust economic indicators.

Yields on 3-month CDs, which are short-term interest rates, posted upward trends mainly
with increased issuances for two consecutive months.

(End-period)
‘ 2004 | 2005 | 2006 | 2007
‘ Dec ‘ Dec ‘ Sep ‘ May Jun Jul Aug Sep Change'
Call rate (1 day) ‘ 3.29 ‘ 3.76 ‘ 4.60 ‘ 4.55 4.52 4.76 498 4.98 +38
CD (91 day) ‘ 3.43 ‘ 4.09 ‘ 4.86 ‘ 5.06 5.00 5.10 5.29 5.35 +49
Treasury bonds (3 yr) ‘ 3.28 ‘ 5.08 ‘ 4.92 ‘ 5.17 5.26 5.22 5.43 5.46 +54
Corporate bonds (3 yr) ‘ 3.72 ‘ 5.52 ‘ 5.29 ‘ 5.55 5.66 5.64 5.85 5.97 +68
Treasury bonds (5 yr) 3.39 | 5.36 | 5.00 | 5.21 5.38 5.28 5.47 5.52 +52

1. Basis point change from end December 2006

9.4 Money supply & money market

The M2 growth in August increased compared to the previous month, due to accelerated
money increase in the private sector and relatively low growth a year earlier. M1, however,
continued to decrease as VAT payments at the end of July was reflected in the August
average figures reducing the balance of instant access accounts.

(Percentage change from same period in previous year, average)

‘ 2005 ‘ 2006 ‘ 2007 ‘ 2007
‘ Annual ‘ Annual Q1 Q2 Q3 Q4 ‘ Q1 Q2 Jul Aug' ‘ Jul?
M2 | 8.5 | -0.8 -0.6 -2.8 -5.5 5.9 | 6.1 -6.7 -8.4 Around-8‘ 302.4
M2 | 6.9 | 8.3 7.0 1.2 8.1 10.9 | 115 11.0 10.9 Mid 11 | 1,200.9
Lf* | 7.0 | 79 1.2 14 15 9.2 | 10.0 Lower10  10.0° Lower 10‘ 1,606.6°
1. Estimate 2. Amount, trillion won

3. Excludes corporate MMF and individual MMF from November 21, 2005 and March 22, 2007, respectively, as they are redeemable on and after the next business
day following the transaction date from those periods each.

4. Liquidity aggregates of financial institutions (mostly identical with M3)

5. Preliminary

In August, bank deposits reversed course to post an increase as banks increased marketable
short-term funds to raise money for lending while time deposits rose by the banks’ special
sales of savings products and the higher official interest rate set by the Bank of Korea.
Despite slowed money inflow into equity funds, growth in asset management company
(AMOQ) receipts maintained a similar level to the previous month as hybrid funds and money
market funds (MMFs) decreased at a slower pace while newly launched funds increased.

(Monthly change, end-period, trillion won)

‘ 2006 ‘ 2007

‘ Oct Nov Dec ‘ Jan Feb Mar Apr May Jun Jul Aug
Bank deposits ‘ -1.3 5.1 23.3 ‘ -5.5 6.2 10.9 2.0 6.9 13.3 -8.1 -4.4
AMC receipts 5.8 47 -0.8 | 34 0.4 34 -4.8 1.6 13.6 3.9 4.0
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m Interest rates

Source: The Bank of Korea
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10. Balance of payments

Korea’s current account surplus in August decreased to US$610 million from US$1.55 billion
in July as the goods and income account surpluses reduced while the service account deficit
expanded. The accumulated current account during the first 8 months of the year recorded a
surplus of US$530 million.

The goods account surplus declined to US$2.94 billion from US$3.04 billion of the previous
month as a surplus derived from the adjustment of time difference between customs
clearance and hand-over of exported ships shrank month-on-month from US$930 million to
US$150 million although the export-import gap on customs clearance basis expanded from
US$1.03 billion to US$1.42 billion.

The service account deficit grew to US$2.45 billion from US$1.69 billion a month earlier as
the travel account recorded a deficit due to seasonal factors while payment for patent rights,
which is usually concentrated in February and August, increased.

The income account surplus in August was down from the previous month’s US$530 million
to US$440 million as overseas dividend and interest payments increased.

The seasonally adjusted current account increased US$140 million from a month earlier,
registering a higher surplus than the original series as the service account deficit fell and the
goods account surplus rose with the adjustment process.

(US$ billion)
‘ 2006 ‘ 2007
‘ Jun Jul Aug Jan-Aug ‘ Jun Jul Aug Jan-Aug
Current account ‘ 0.94 -0.39 -0.64 -1.46 ‘ 1.27 1.55 0.61 0.53
- Goods balance | 2N 1.62 1.44 1570 | 321 3.04 2.94 19.00
- Service balance | -1.18 -1.74 -2.09 1271 -1.82 -1.69 -2.45 -14.71
- Income balance | -0.16 0.04 0.31 177 0.0 0.53 0.44 -1.25

36 October 2007

The capital and financial account balance realized a net outflow of US$600 million in August
as the direct and portfolio investment accounts posted a deficit led by increased profit-
taking by foreign investors although the other investment account saw a net inflow.

Capital & financial account balance (US$ billion)
3.64 (Mar 2007) > 4.20 (Apr) € 3.04 (May) € -1.36 (Jun) € 0.54 (Jul) © -0.60 (Aug)

The current account surplus in September is expected to have expanded as the export-
import gap on customs clearance basis increased from US$1.42 billion in August to US$2.49
billion in September while seasonal factors that had weighed on the surplus reduced.



m Current account balance
Source: The Bank of Korea (balance of payments trend)
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11. Prices and international commodity prices

11.1 Prices

Consumer prices in September rose 0.6 percent from a month earlier and 2.3 percent from a

year earlier.
‘ 2006 ‘ 2007
‘ Sep ‘ May Jun Jul Aug Sep
Month-on-Month (%) | 0.6 | 0.1 0.0 0.4 0.1 0.6
Year-on-Year (%) | 2.1 | 2.3 25 25 2.0 2.3

Prices of agricultural, livestock and fishery products surged 4.6 percent from the previous
month due to reduced shipments affected by a typhoon and heavy rainfalls and surged
demand around Chuseok holidays. They, however, rose mere 0.7 percent year-on-year with
a relatively high increase last year due to bad weather conditions. Prices of industrial
products were up 0.2 percent month-on-month mainly affected by higher international oil
prices, with price increases of oil products (up 0.4%) and durable goods (up 0.4%) leading
the way.

Public utility charges rose 0.7 percent from the previous month led by city gas fees. As for
housing rents, both for deposit basis and monthly basis were up 0.1 percent month-on-
month. On the other hand, personal service fees fell 0.1 percent, as hotel expenses and
package tour costs decreased by 16.4 percent and 5.1 percent respectively with the end of
summer vacations when demand for tourism is always high.

(Percentage change from same period in previous year)

Agricultural . . .
; b Industrial - Housing Public Personal
Total livestock & fishery 0il . h
| | products products products rents | utility | services
Month-on-Month (%) 0.6 4.6 0.2 0.4 0.7 0.1 -0.1
(Contribution ratio, %p) ‘ - ‘ (0.39) ‘ (0.06) ‘ (0.02) ‘ (0.12) ‘ (0.01) ‘ (-0.03)
Year-on-Year (%) 2.3 0.7 1.8 1.8 2.6 2.0 3.2
(Contribution ratio, %p) | - ‘ (0.06) | (0.54) | (0.10) | (0.43) | (0.19) | (1.10)

Core inflation was up 2.3 percent from a year earlier in September. Consumer prices for basic
necessities, a barometer of perceived consumer prices, rose 2.7 percent year-on-year.

(Percentage change from same period in previous year)

2006 2007
‘ Sep ‘ May Jun Jul Aug Sep
Core inflation | 2.0 | 2.2 2.3 2.3 2.3 2.3
Consumer prices for basic necessities | 3.5 | 3.1 3.2 3.3 2.4 2.7

On-year consumer price increase in October is forecasted to stand at around mid-2 percent
affected by persistent high oil prices although prices of agricultural, livestock and fishery
products is expected to stabilize with this year’s farm produce harvest.
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m Prices

Source: Korea National Statistical Office (consumer prices, core inflation) & The Bank of Korea (producer prices)
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11.2. International oil and commodity prices

International oil prices rose in September due to increased expectations over higher demand
for oil with the US funds rate cut, despite the OPEC’s decision to increase oil production by 5
billion barrels per day at the general meeting held in Vienna on September 11.

International oil prices in October are most likely to be influenced by a possible hurricane
and weather conditions during the winter in the US.

(US$/barrel, period average)

| 2005 | 2006 2007

‘ Annual ‘ Annual ‘ Apr May Jun Jul Aug Sep
Dubai crude | 494 | 616 | 640 64.7 65.9 69.7 67.4 733
Brent crude 54.3 65.1 67.6 67.4 71.8 71.5 71.2 71.5
WTI crude | 5%5 | 660 | 639 63.4 67.5 741 724 80.0

Record high oil prices (spot prices, US$/barrel)
Dubai crude: 72.2 (Aug 2006)  Brent crude: 79.6 (Jul 2007) WTI crude: 78.2 (Jul 2007)

The price of gasoline in the domestic market was down in line with lower international
gasoline prices. Prices of diesel, however, were up from the previous month due to strong
prices of diesel products.

(Won/liter, period average)

‘ 2005 ‘ 2006 ‘ 2007

‘ Annual ‘ Annual ‘ Apr May Jun Jul Aug Sep
Gasoline prices ‘ 1,365 ‘ 1,543 ‘ 1,505 1,535 1,551 1,551 1,549 1,539
Diesel prices | 1,080 | 1,295 | 1,215 1,237 1,249 1,256 1,290 1,294

Source: Korea National Oil Corporation

As for international commodity prices, prices of both non-ferrous metals and grain
increased.

Among non-ferrous metals, prices of nickel and lead rose backed by improved investor
sentiment with the FRB’s interest rate cut and decreased supply from major producing
countries such as Australia, while those of zinc and aluminum fell due to increased
production in China.

Concerning grain, wheat and soybean prices skyrocketed due to the expanded purchase by
investment funds, amid expected deterioration of harvest caused by drought in major
producing countries such as Australia and Brazil.

Price increases in Sep 2007 (m-0-m, %)
Wheat (23.8), soybean (10.9), nickel (6.9), lead (3.6), corn (3.1)

Price decreases in Sep 2007 (m-o-m, %)
Zinc (-10.6), aluminum (-4.9)

(Period average)
2005 ‘ 2006 ‘ 2007
Annual ‘ Annual ‘ Apr May Jun Jul Aug Sep
1,680 2,019 2,296 2,31 2,374 2,449 2,486 2,580

* A weighted average index of 17 major commodities
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m International oil prices
Source: Korea National Qil Corporation
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12. Real estate market

12.1 Housing market

Apartment prices in September remained relatively flat.

‘ 2004 ‘ 2005 ‘ 2006 ‘

(Percentage change from previous period)

‘Annual ‘Annual ‘Annual ‘ Apr May Jun Jul Aug Sep Sep3' Sep10' Sep17' OQct1'
Nationwide ‘ -0.6 ‘ 5.9 ‘ 13.8 ‘ 0.0 -0.1 0.1 0.2 0.1 0.1 0.04 0.02 0.02 0.02
Seoul ‘ -1.0 ‘ 9.1 ‘ 241 ‘ 0.0 -0.2 0.1 0.3 0.2 0.2 0.04 0.05 0.03 0.02
Gangnam? ‘ -1.3 ‘ 13.5 ‘ 27.6 ‘ -0.3 -0.4 -0.1 0.1 0.1 0.1 0.02 0.05 0.04 0.00
Gyeonggi | 37 | 76 | 284 0.0 -0.2 0.0 0.2 0.2 0.2 0.05 0.05 0.03 0.02

1. Weekly trends
2. Upscale area of southern Seoul
Source: Kookmin Bank

Average apartment rental prices rose moderately.

‘ 2004 ‘ 2005 ‘ 2006

(Percentage change from previous period)

‘Annual ‘Annual ‘Annual ‘ Apr May Jun Jul Aug Sep Sep3' Sep10' Sep17' Oct1'
Nationwide ‘ -2.7 ‘ 5.7 ‘ 1.6 ‘ 0.3 -0.1 -0.1 0.0 0.1 0.2 0.04 0.03 0.02 0.01
Seoul ‘ -4.4 ‘ 6.2 ‘ 11.5 ‘ 0.4 -0.1 0.0 0.1 0.2 0.1 0.04 0.07 0.02 0.00
Gangnam? ‘ -5.2 ‘ 8.6 ‘ 11.3 ‘ 0.2 -0.2 -0.2 0.0 0.1 -0.1 0.01 0.07 0.01 0.03
Gyeonggi | 55 10.6 | 12.4 | 0.3 -0.3 -0.2 -0.1 0.1 0.3 0.07 0.06 0.10 0.03

1. Weekly trends
2. Upscale area of southern Seoul
Source: Kookmin Bank

Apartment sales transactions in August decreased from the previous month while edged up

year-on-year.

(Monthly average, thousand)

2004 ‘ 2005 ‘ 2006 ‘ 2007
Annual ‘Annual | Aug Sep Oct Nov Dec | Jan Feb Mar  Apr May Jun Jul Aug
64 | 79 | 60 100 110 152 116 | 86 63 70 70 67 61 68 65
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Real estate prices
Source: Kookmin Bank (national housing price trend)
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12.2 Land market

Nationwide land prices in August rose 0.29 percent from the previous month for two

consecutive months.

Out of 248 cities, counties and districts, the Seoul metropolitan area including Seoul (up
0.47%), Incheon (up 0.37%) and Gyeonggi province (up 0.32%) stayed above the national
average while the rest stood below average.

(Percentage change from previous period)

‘ 2004 ‘ 2005 ‘ 2006 ‘ 2007

‘AnnuaI‘AnnuaI a3 Q4 ‘Annual Q1 Q2 a3 Q4 Dec ‘ Jun Jul Aug
Nationwide | 386 | 498 113 111, 561 131 143 1.25 15 049 | 027 029 029
Seoul | 409 | 656 144 159 | 917 178 237 219 25 081 | 037 040 047
Gyeonggi | 6.12 | 5.69 1.41 0.81 | 5.07  1.12 1.29 1.05 0.5 0.49 | 029 036 0.32
S.Chungcheong | 11.65, 832 128 212 | 554 277 131 069

067 024 013 012 0.14

Nationwide land transactions in August decreased from the previous month as well as from

ayear earlier.

(Monthly average, thousand)

‘ 2004 ‘ 2005 ‘ 2006 ‘ 2007

‘AnnuaI‘AnnuaI‘ Jun  Jul Aug Sep Oct Nov Dec ‘ Mar Apr May Jun Jul Aug
Nationwide | 218 | 248 | 178 236 239 330 372 212 203 | 212 203 216 216 196 193
Gyeonggi | 52 | 56 | 46 66 7 102 100 48 45 | 48 45 49 49 48 48
N. Chungcheong ‘ 8 [ 17 8 1 10 13 9 8 | 9 8 10 10 8 8
S. Chungcheong 2 17 | 8 10 9 12 15 " 12 11 12 12 12 9 9
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Land and consumer prices since 1970s
Source: Korea Land Corporation (land prices) & Korea National Statistical Office (consumer prices)
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13. Composite indexes of business cycle indicators

The cyclical indicator of coincident composite index, a barometer of current economic
conditions, rose 0.3 percentage point from a month earlier in August, due to increases in
most components of index including the industrial production index (up 1.6%) and the
service production index (up 1.2%), with the exception of the domestic shipment index
(down 0.2%).

Cyclical indicator of coincident composite index (m-o-m, p)
0.1 (Feb 2007) € -0.2 (Mar) € 0.1 (Apr) © -0.1 (May) € 0.4 (Jun) € 0.5 (Jul) € 0.3 (Aug)

The on-year leading composite index in August, which foresees the future economic
conditions, expanded 0.4 percentage point from the previous month led by increases in the
value of construction orders received (up 7.8%) and the KOSPI (up 4.4%), although the
indicator of inventory cycle (down 0.5%) and the commodity terms of trade index (down

0.6%) decreased.

12 month smoothed change in leading composite index (m-o-m, %p)

0.2 (Feb 2007) € -0.1 (Mar) € 0.3 (Apr) € 0.0 (May) € 0.5 (Jun) € 0.4 (Jul) € 0.4 (Aug)
‘ 2007
‘ Jan Feb Mar Apr May Jun' Jul’ Aug'
Coincident composite index (m-o-m, %)

| 02 0.5 0.3 0.5 0.3 0.8 0.9 0.7

Cyclical indicator of coincident composite index | 100.6 100.7 100.5 100.6 100.5 100.9 101.4 101.7

(m-0-m, p) | -0.2 0.1 -0.2 0.1 -0.1 0.4 0.5 0.3
Leading composite index (m-0-m, %) ‘ 0.3 0.6 0.2 0.7 0.4 0.9 0.6 0.7
12 month smoothed change | 47 49 48 5.1 5.1 56 60 64
in leading composite index (%) ‘

(m-0-m, %p) | 0.0 0.2 -0.1 0.3 0.0 0.5 0.4 0.4

1. Preliminary
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Cyclical indicator of coincident composite index
Source: Karea National Statistical Office
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Source: Korea National Statistical Office
(12-month smoothed change)
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Economic
News Briefing

KOSPI hit new high on inter-Korean summit

The benchmark Korea Composite Stock Price Index (KOSPI) has returned to the 2,000-point
level, easily surpassing the earlier record in late July as investor sentiment was buoyed by
the 2007 South-North Korean Summit. The KOSPI jumped 51.42 points, or 2.62 percent, to
close the day at 2,014.09 points on October 2 when President Roh Moo-hyun walked across
the heavily fortified inter-Korean border for the summit. The index has continued its bullish
run posting several new record highs thereafter and raised expectations that it will stay well
above 2,000 points in the future.

Meantime, Korea’s tech-heavy secondary stock market is also growing rapidly, attracting
more than 1,000 companies. The total number of companies listed on Korea Securities
Dealers Automated Quotation (KOSDAQ) reached 1,001 on October 1 surpassing the 1,000
mark for the first time, up from 343 in July 1996 when it opened.

FDI inflow first rebounds in Q3 since Q2 of 2006

48 October 2007

Korea’s FDI inflow (notification basis) during the third quarter of 2007 rose 13.3 percent
year-on-year to US$2.95 billion as the medium-scale investment of under US$100 million
jumped 33.6 percent to US$1.53 billion in total while the large-scale investment of US$100
million or more was dropped 2.7 percent to US$1.42 billion, according to the Ministry of
Commerce, Industry and Energy (MOCIE) on October 3. A rebound in FDI inflow was
attributed to Seoul’s aggressive pursuit of free trade agreements (FTAs) and the
government’s policy actions to attract more FDI with increased incentives and deregulations.



(USS$ billion)

2006 | 2007
Q2 a3 04 | Q1 Q2 a3
FDI'inflow 2.7 2.60 3.72 | 1.60 1.76 2.95
y-0-y (%) 79.0 -14.8 -39 -21.6 -34.8 133

New FDIs were focused on the service sector that grew 185.6 percent year-on-year to
US$2.25 billion in the third quarter of 2007, as investments in financial, insurance and
leisure services increased considerably. However, FDI in manufacturing dropped 70.2
percent to US$539 million from US$1.81 billion in the third quarter of 2006.

Korea reached a free trade deal on services with nine out of ten members of the Association
of Southeast Asian Nations (ASEAN) in its 20™ negotiation talks held in Laos from October 2
to 5, raising the possibility of finalizing the deal by the end of this year, the Ministry of
Foregin Affairs and Trade announced on October 8. The proposed free trade agreement
between Korea and ASEAN consists of four accords on merchandise, services, investment
and dispute settlement. Among these, the accord on the merchandise sector came into force
in June this year and the accords on services and investment are expected to complete by
year end.

Korea is also seeking free trade deals with other economies such as the European Union
(EU) with which the fourth round of negotiations was held in Seoul on October 15 to 19.
Although both sides still are sparring over the difficult issue of tariffs, Seoul cautiously
expects to reach a free trade deal by year’s end if there would be progress in negotiations on
goods concessions at the next round of talks. So far, the EU has offered to eliminate or
phase out all import tariffs on Korean goods within seven years, and remove tariffs on 8o
percent of the goods within three years after a deal comes into effect. Korea would remove
all tariffs on industrial goods within three years with some exceptions, and eliminate tariffs
on roughly 68 percent of EU goods as measured in value in three years.

The Korean government will move to ease regulations on mergers and acquisitions (M&As)
to spur corporate growth and integration. The Minister of the Ministry of Commerce, Industry
and Energy, Kim Young-ju said on September 13 that the government plans to ease
administrative red tape that has hindered overseas M&A by local companies, and is
examining a new system that can help finance takeovers and provide tax breaks. Also, Kim
Yong-duk, Chairman of the Financial Supervisory Commission (FSC) stated at a conference
on September 7 that Korea would provide more incentives to financial companies to
encourage M&A among players and support the securities industry in particular, which
lagged behind the banking and insurance industries in corporate restructuring.
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The policymakers’ remarks came ahead of implementation of a law that would go into effect
in 2009 which aims at integrating the country’s capital markets by breaking down barriers
among the banking, securities and insurance industries so that brokerages, futures traders
and asset managers are allowed to engage in each other’s business.

Under the amendment to the Enforcement Decree of the Securities and Exchange Act passed
in March 2005, companies with assets of 2 trillion won (roughly US$2 billion) or more will be
required to file within three months of the end of the fiscal year an annual report containing
consolidated, not separate, financial statements beginning March 2008.

In preparation, the Financial Supervisory Service (FSS) has been making relevant changes to
the annual filing form in the third quarter of this year. One of the amendments is a new
requirement to state major factors that affected the filer’s consolidated income. Filers are
also required to report the breakdown of certain consolidated information such as sales,
operation income, and assets by their operating segments.

The number of holding companies in Korea has steadily increased in recent years, signaling
growing efforts by local businesses to streamline corporate governance structures, the Fair
Trade Commission (FTC) said on October 3. According to its latest data, the number of
holding companies in Korea as of August rose by nine from a year ago to stand at 40
including four financial holding firms.

Market watchers view that a holding company system is a better alternative to replace the
cross-shareholding structure because the former may contribute in improving corporate
governance. The relaxed regulations have also helped business groups to ambitiously set up
a holding company in recent years.

Top economic officials of Korea and China on September 13 discussed their current level of
cooperation in financial, energy and information and communication sectors.

In the 7" Korea-China economic ministers’ meeting held in Beijing, Korea’s Deputy Prime
Minister and Minister of Finance and Economy O-kyu Kwon met with Ma Kai, Chairman of
China’s National Development and Reform Commission, to discuss bilateral economic
issues.



“Especially, the two countries agreed on the need for policy coordination to take appropriate
steps against global financial market uncertainties, including the US subprime mortgage
fallout and so-called yen-carry trade,” Korea’s Ministry of Finance and Economy said in a
statement.

Korean officials briefed the Chinese counterparts on Korea’s policies to advance its financial
system such as the Northeast Asian Financial Hub Initiative, and called for simplifying the
procedures of financial permissions in an effort to accelerate Korean financial firms to enter
into the mainland.

Two countries also discussed the various policies to attract foreign investment including
special economic zones, and the measures to expand bilateral investment.

North Korea will disable its key nuclear facilities by the year's end while also providing a
complete list of all its nuclear programs, according to a joint statement for the latest round of
six-nation talks on ending North Korea's nuclear ambition, which was released on October 3.
It marks a major step toward the complete denuclearization in the Korean Peninsula. The
joint statement also said the US reaffirmed its commitment to begin the process of removing
North Korea from the State Department’s list of “terrorist” countries and terminating the
application of the Trading with the Enemy Act to the communist country in parallel with the
North’s actions.

The latest round of the talks, involving the two Koreas, the US, Japan, China and Russia,

recessed on September 30, but the release of the joint statement has been withheld for the
countries to study further and approve the agreement.
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1. National accounts

(year-on-year change, %, 2000 constant prices)

Real GDP Final Gross fixed capital formation
Period consumption
ggfrii;hf:rriz: Manufacturing PRI Construction ‘ Facilities
2000 8.5 1.2 17.0 7.1 122 08 336
2001 3.8 1.1 2.2 49 0.2 6.0 -9.0
2002 7.0 -3.5 7.6 7.6 6.6 53 7.5
2003 3.1 53 5.5 03 4.0 7.9 -1.2
2004 47 9.2 1.1 04 2.1 1.1 3.8
2005 42 0.7 7.1 39 24 -0.2 5.7
2006P 5.0 -26 8.4 45 32 04 7.6
2002 | 6.5 6.7 52 9.4 7.7 11.0 3.3
Il 7.0 2.7 6.2 8.5 73 6.0 8.0
Il 6.8 -3.2 74 7.3 24 24 9.1
% 7.5 5.5 114 53 9.1 8.4 9.6
2003 | 38 -3.3 5.8 12 47 7.7 2.3
Il 22 05 3.3 0.6 42 7.9 -0.4
Il 2.3 -7.8 42 -1.0 2.7 7.7 -4.6
v 4.1 -6.9 8.6 -09 43 8.3 2.0
2004 | 5.4 10.1 1.9 0.4 24 49 0.1
Il 5.7 42 13.6 0.7 47 3.8 6.4
Il 47 43 1.7 0.1 29 1.0 6.8
1Y 33 13.3 1.7 13 -11 -33 24
2005 | 29 0.1 54 2.0 0.5 -3.3 3.8
Il 34 3.1 5.1 39 2.1 1.1 3.1
Il 48 1.9 7.5 48 22 -0.1 5.0
% 55 -0.5 10.1 49 43 0.4 10.8
2006° | 6.3 0.9 9.9 5.2 35 0.2 7.0
Il 5.1 -3.3 9.3 43 0.1 -5.0 1.2
Il 48 -4.7 9.0 4.3 4.6 0.1 1.1
% 40 2.0 5.7 4.3 45 3.2 5.3
2007 | 4.0 4.0 3.8 4.3 7.0 39 108
Il 5.0 43 59 45 6.7 3.2 1.9

P: Preliminary
Source: The Bank of Korea
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Growth rate by economic activity

30 - (year-on-year change, %)
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2. Production, shipment and inventory see graphs 61,63, 7-1,7-287:3

(constant prices, 2000 = 100)

Period Prqduction S Shipment S In\_/entory 7 p:)zrlﬁ; n 0
index change (%) index change (%) index change (%) index change (%)

2004 126.2 102 1247 9.1 1212 9.3 118.3 0.7
2005 134.1 6.3 131.7 56 1241 24 122.6 3.6
2006 147.6 10.1 142.0 7.8 131.8 6.2 129.0 52
2006 | 143.4 12.8 137.8 9.7 132.4 38 1241 6.2
Il 146.7 11.5 141.6 9.0 133.6 7.5 129.0 5.4
Il 145.2 1.3 139.8 9.2 130.8 6.5 128.5 45
\Y 155.0 52 148.6 38 131.8 6.2 134.5 48
2007 | 148.2 3.3 143.9 44 140.0 5.7 1311 5.6
Il 157.0 7.0 151.8 1.2 137.4 28 137.2 6.4
2006 1 142.1 7.7 135.2 5.3 128.1 -0.4 1241 1.1
2 136.7 214 132.2 17.5 130.2 2.3 118.1 6.0
3 151.4 10.7 146.0 7.5 132.4 3.8 130.2 53
4 145.1 10.7 140.1 8.4 132.5 3.7 128.5 6.6
5 148.5 12.6 142.8 104 134.7 52 130.2 6.5
6 146.5 1.2 1419 8.3 133.6 75 128.2 4.3
7 137.4 4.9 130.5 18 135.8 7.2 124.9 2.8
8 142.6 1.7 138.5 9.7 131.7 7.3 128.0 55
9 155.7 17.6 150.5 16.2 130.8 6.5 1325 6.9
10 151.6 55 144.4 29 131.6 7.3 129.0 45
" 160.8 7.1 154.1 5.3 131.3 7.1 132.5 5.7
12 152.7 3.0 147.2 3.0 131.8 6.2 141.9 5.4
2007 1 152.7 7.5 144.6 7.0 1421 10.9 130.3 5.0
2 135.9 0.6 133.8 1.2 141.2 8.4 126.0 6.7
3 156.1 3.1 153.4 5.1 140.0 5.7 136.9 5.1
4 154.9 6.8 150.0 7.1 140.3 59 135.3 5.3
5 158.5 6.7 153.0 7.1 138.1 25 137.9 59
6 157.7 7.6 152.5 7.5 137.4 2.8 138.3 79
7P 157.0 14.3 149.9 14.9 140.0 3.1 137.3 9.9
8r 158.6 112 150.6 8.7 139.4 58 137.3 7.3

P: Preliminary

Source: Korea National Statistical Office
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3. Production capacity and operation ratio scegrapne-

Production Operation Average
Period capacity index Y-0-Y ratio index Y-0-Y operation
(2000=100) change (%) (2000=100) change (%) ratio (%)
2004 115.1 48 102.5 28 80.3
2005 119.0 34 102.1 0.4 79.7
2006 1231 34 103.1 1.0 81.1
2006 | 1226 46 102.2 28 81.8
Il 1228 4.0 105.0 09 80.7
I 1227 32 100.8 2.1 80.6
v 1243 2.1 104.4 -1.5 81.3
2007 | 124.4 1.5 102.2 0.0 81.6
Il 126.1 2.7 107.6 25 82.8
2006 1 1225 46 99.8 -2.8 83.1
2 1225 45 975 12.3 80.9
3 1227 46 109.3 0.6 81.3
4 122.7 46 103.3 -1.4 79.3
g 1228 37 106.2 2.1 80.9
6 1228 36 1055 18 81.9
7 1228 36 949 -6.8 76.7
8 1226 34 98.0 1.9 81.2
J 1226 26 109.4 1.4 84.0
10 1241 26 101.2 -3.5 81.9
11 1243 1.9 109.7 09 81.6
12 1244 19 102.4 -2.0 80.5
2007 1 124.4 1.6 104.2 44 81.4
2 124.4 1.6 93.0 -4.6 82.0
3 1245 1.5 109.5 0.2 81.4
4 1256 24 107.0 36 82.3
5 126.1 2.7 109.2 28 83.3
6 126.7 32 106.7 1.1 82.7
7P 1272 36 102.8 8.3 83.1
8P 128.0 44 101.0 3.1 83.7

P: Preliminary

Source: Korea National Statistical Office
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4. Consumer goods sales index seegraphs 22,23, 24825

(constant prices, 2000 = 100)

Consumer
Period gg;:ls Durable Semi-durable Non-durable ————
[l ch:rigév(%) goods ch:n'S;Y(%) goods ch:r;;-ev(%) goods ch;(égév(%)
2004 116.2 1.0 171 33 115.8 39 116.0 -1.4
2005 121.0 41 124.7 6.5 1249 7.9 117.4 1.2
2006 126.7 47 138.4 11.0 131.3 5.1 118.7 1.1
2006 | 121.9 5.3 127.7 1.5 1241 74 118.0 1.2
Il 127.3 6.1 136.8 1.3 134.3 6.7 119.2 3.0
Il 122.4 29 140.8 1.4 114.9 29 116.7 -1.7
% 135.2 45 1481 9.6 151.9 3.6 120.8 2.0
2007 | 130.6 7.1 149.4 17.0 132.0 6.4 120.5 2.1
Il 134.0 5.3 156.1 14.1 139.2 36 120.3 0.9
2006 1 126.0 9.1 122.3 7.0 125.6 8.6 128.1 10.3
2 113.3 1.4 123.9 16.1 115.9 74 106.6 -8.2
3 126.5 53 136.9 1.7 130.8 6.4 119.2 1.4
4 125.6 5.5 131.2 8.0 137.7 8.7 1171 2.7
g 129.7 6.6 136.6 1.3 141.2 7.3 120.7 3.7
6 126.5 6.0 142.5 14.5 123.9 39 119.7 26
7 118.9 0.8 135.6 -0.7 115.7 1.8 111.9 2.3
8 119.4 4.3 141.0 131 99.7 19 117.9 04
9 129.0 53 145.9 23.9 129.2 45 120.3 -3.2
10 129.8 52 136.6 8.8 1414 0.0 120.8 6.2
1 134.1 5.1 151.3 11.8 152.7 6.8 116.7 0.3
12 141.7 33 156.5 8.3 161.6 39 124.9 0.0
2007 1 129.4 2.7 148.2 21.2 1321 52 118.7 -1.3
2 127.0 12.1 139.2 12.3 1241 7.1 122.2 14.6
3 135.5 7.1 160.9 17.5 139.7 6.8 120.7 1.3
4 131.8 49 151.3 15.3 141.2 2.5 117.5 0.3
5 137.5 6.0 158.1 15.7 145.9 33 123.2 2.1
6 132.6 48 158.9 115 130.4 5.2 120.3 0.5
7P 130.6 9.8 165.4 22.0 1215 5.0 117.4 49
8P 127.9 7.1 162.3 151 104.9 52 121.5 3.1
P: Preliminary

Source: Korea National Statistical Office
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5. Consumer goods shipment index and consumer sentiment index
See graph 2-6

Domestic consumer Consumer
goods shipment index sentiment index
AR (2000=100) Durable Non-durable -
change ) | P° | changat) | ™% | change(t) | indexstuston dex
2004 105.8 -14 106.4 -4.7 103.6 -1 -
2005 108.0 2.1 112.6 5.8 104.2 0.6 -
2006 113.3 49 124.0 10.1 107.8 35 -
2006 | 109.4 6.8 116.1 14.0 105.0 4.4 -
Il 111.3 5.7 1251 12.5 104.4 3.1 -
Il 1134 53 1217 9.1 109.4 45 -
% 119.2 22 133.2 5.7 112.6 2.0 -
2007 | 114.3 45 129.6 11.6 107.8 2.1 -
Il 116.5 47 137.6 10.0 107.9 34 -
2006 1 110.4 3.0 123 10.0 107.9 0.9 104.5 88.4
2 103.1 124 112.5 23.1 97.8 8.3 103.8 89.0
3 114.6 59 1235 10.3 109.2 45 103.4 90.1
4 108.8 47 1181 99 103.7 3.1 100.6 87.2
5 112.0 6.8 1255 135 105.3 42 98.0 83.0
6 113.0 55 131.8 14.2 104.2 2.1 97.4 81.9
7 104.7 -1.9 110.3 -5 102.2 0.7 94.3 78.7
8 110.5 3.3 1174 8.6 107.5 22 93.7 718
9 124.9 142 137.3 24.4 118.4 10.3 94.8 789
10 114 0.3 126.8 3.6 107.8 0.0 93.9 80.7
1 122.8 44 139.4 8.1 1151 44 95.2 77.3
12 120.7 1.9 1334 52 115.0 1.6 93.7 771
2007 1 117.5 6.4 1275 135 113.1 48 96.1 79.3
2 107.2 4.0 120.6 7.2 101.5 3.8 98.1 82.3
3 118.3 32 140.7 13.9 108.9 03 97.8 83.3
4 115.3 6.0 132.1 1.9 108.5 4.6 100.1 87.4
8 118.9 6.2 142.2 13.3 109.6 41 101.1 89.6
6 115.4 2.1 138.6 52 105.6 1.3 101.5 90.4
7 115.67 10.4p 138.8° 25.8° 106.2° 3.9¢ 102.6 91.4
8 116.6° 5.5P 137.1° 16.8° 108.3¢ 0.7 103.0 91.4
9 - - - - - - 103.2 92.0
P: Preliminary

Source: Korea National Statistical Office
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6. Machinery orders received, domestic machinery shipment
and estimated facility investment index see grapn 32

Domestic machinery orders received Estimated Domestic
luding ship (billion won, constant prices) Sumate machinery
exc ! facility investment .
index Slh 'gm enth.
. . - excluding ship

Total Public Private Manufacturing (2000=100) (2000=100)
2005 27,422 3,338 24,085 10,984 107.4 101.8
2006 32,574 3,576 28,998 14,535 115.3 106.6
2006 | 8,116 636 7,480 3,867 1111 101.9
Il 8,300 761 7,539 3,828 115.3 108.2
Il 7914 944 6,970 3,381 115.8 102.4
% 8,244 1,234 7,009 3,459 1191 114.0
2007 | 9.360 713 8,646 4137 123.7 108.5
Il 8,911 582 8,329 4,050 129.3 114.6
2006 1 2,437 186 2,252 1,132 102.3 93.1
2 2,758 202 2,555 1,322 103.5 96.4
3 2,921 248 2,673 1,413 127.5 116.2
4 2,774 181 2,593 1,363 1171 104.9
5 2,531 143 2,388 1,159 116.1 111.9
6 2,994 437 2,557 1,306 112.6 107.9
7 2,295 186 2,110 990 115.1 95.3
8 2.650 312 2,339 1,109 116.7 101.4
9 2,968 447 2,521 1,282 115.5 110.6
10 2.950 673 2277 1,144 1135 101.2
1 2.612 188 2,424 1,133 118.1 111.0
12 2,682 373 2,308 1,183 125.6 129.7
2007 1 3.071 227 2,844 1,378 118.1 102.8
2 3171 243 2,928 1,462 116.7 102.6
3 3,118 243 2,874 1,296 136.4 120.2
4 2,808 188 2,620 1,313 135.5 109.8
5 2,986 184 2,801 1,287 129.3 118.8
6 3,118 210 2,908 1,450 123.0 115.2
7P 2,988 293 2,694 1,289 116.3 106.4
8P 2,774 245 2,529 1,172 118.7 100.7

Y-0-Y change (%)
2005 5.7 -1.3 6.7 0.7 6.3 0.6
2006 18.8 7.1 204 32.3 7.4 47
2006 | 13.6 -3 20.2 320 6.2 48
Il 24.4 247 24.4 30.0 6.7 3.2
Il 21.0 19.0 213 350 11.8 40
% 16.7 22.1 15.8 32.8 5.1 6.7
2007 | 15.3 12.1 15.6 7.0 11.3 6.5
Il 7.4 235 10.5 5.8 121 59
2006 1 28 6.9 25 5.2 15 1.3
2 40.4 30.2 4.3 60.7 47 1.1
3 39 -58.2 205 37.0 1.7 29
4 19.2 -191 23.3 28.6 139 1.0
5 16.5 -22.2 20.1 16.4 5.7 8.2
6 379 115.9 29.9 46.8 0.7 08
7 6.2 -38.8 13.6 239 39 6.4
8 18.4 6.9 20.2 33.3 14.4 5.1
9 38.7 125.2 298 46.6 17.7 13.9
10 34.1 114.9 20.7 446 5.6 3.1
11 16.6 -14.2 19.9 305 7.8 10.3
12 2.1 -22.0 75 252 2.3 6.7
2007 1 26.0 22.1 26.3 217 15.4 104
2 15.0 20.2 14.6 10.7 12.8 6.4
3 6.7 2.0 75 8.2 7.0 34
4 1.2 39 1.0 -3.7 15.7 47
5 18.0 28.6 17.3 11.0 114 6.2
6 41 -52.0 13.7 11.0 92 6.8
7P 30.2 58.0 27.1 30.2 1.0 11.8
8P 47 -21.3 8.7 5.7 1.7 0.7
P: Preliminary

Source: Korea National Statistical Office
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7. Value of construction completed and domestic construction
orders received see graphss-284-3

(current prices, billion won)

Value of Type of order Domestic Type of order
construction construction
completed orders received
(total) Public Private (total) Public Private
\

2005 75,831 23,031 50,144 83,489 21,825 58,975
2006 78,637 23,470 52,623 91,001 20,460 66,550
2006 | 16,254 4,158 11,561 16,377 3,807 12,227
I 19,849 5,709 13,510 21,249 4,147 16,801

I 19,520 6,010 12,918 23,049 4,159 18,074

v 23,014 7,593 14,633 30,327 8,347 19,447

2007 | 17,306 4,940 11,783 20,678 5,683 14,893
Il 20,878 6,345 13,723 26,839 5,025 19,649

2006 1 4,977 1,291 3,525 5,846 901 4,809
2 4,902 1,218 3,521 4,515 1,518 2,893

3 6,376 1,649 4,515 6,017 1,388 4,525

4 6,354 1,790 4,375 5,266 1,229 3,992

5 6,461 1,841 4,415 6,744 1,403 5,249

6 7,034 2,078 4,720 9,239 1,515 7,560

7 5,873 1,724 3,989 7123 987 6,020

8 6,286 1,890 4,229 5,808 785 4,598

9 7,361 2,396 4,701 10,118 2,387 7,457

10 6,826 2,192 4,435 5,245 1,609 3,503

1 7,533 2,271 5,009 9,031 2,796 6,101

12 8,655 3130 5,189 16,051 3,941 9,843

2007 1 5,498 1,473 3,854 6,411 1,562 4,822
2 5,307 1,633 3,602 6,326 1,830 4,488

3 6,501 1,934 4,328 7,942 2,291 5,584

4 6,743 1,922 4,515 7,841 1,789 5,733

5 6,810 2,119 4,462 7,096 1,621 4,891

6 7,326 2,305 4,745 11,902 1,615 9,025

7P 6,597 1,963 4,381 6,060 1,491 3,685

8r 6,633 1,885 4,501 6,586 1,354 4,874

Y-0-Y change (%)

2005 4.1 3.7 75 7.3 1.7 14.5
2006 37 1.9 49 9.0 6.3 12.8
2006 | 42 -11.7 11.0 -85 -12.4 -39
I 0.3 5.8 22 -147 -29.9 6.0

Il 48 9.0 38 37.1 212 36.8

Y 6.0 12.6 4.0 271 27 28.3

2007 | 6.5 18.8 1.9 26.3 49.3 21.8
Il 5.2 11.2 1.6 26.3 21.2 17.0

2006 1 0.6 -125 6.5 10.9 -34.6 397
2 8.0 -135 16.6 29.0 158.0 0.7

3 43 -9.6 10.5 -34.1 -1.7 -29.4

4 0.2 6.4 34 177 -35.8 -85

5 -0.8 5.5 1.1 217 -26.6 -18.6

6 0.2 -5.6 23 6.8 -216 7.0

7 -2.4 -2.0 -1.4 6.8 1.2 10.4

8 1.7 8.4 05 15.0 -24.6 14.9

9 14.4 19.1 12.1 98.5 86.6 98.4

10 6.1 18.7 22 0.2 279 111

11 5.6 10.1 47 449 279 55.1

12 6.3 10.4 5.0 29.8 -15.8 35.1

2007 1 10.5 14.1 9.3 9.7 73.4 0.3
2 8.3 259 23 401 205 55.1

3 20 17.3 4.1 320 65.0 234

4 6.1 14 32 489 455 43.6

5 5.4 15.1 1.0 52 15.6 6.8

6 42 10.9 0.5 28.8 6.6 19.4

7P 12.3 13.8 938 -149 51.1 -38.8

8r 55 0.3 6.4 134 72.5 6.0

P: Preliminary

Source: Korea National Statistical Office
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8. Composite indexes of business cycle indicators and BSI

See graphs 13-1,13-2 & 13-3

Leading Coincident C_ycl_e o
Period index Y-0-Y index co::gl‘:ixent BSI (actual) BSI (outlook)
(2000=100) change (%) (2000=100) (2000=100)

2005 1 120.3 2.0 1271 99.2 84.6 778
2 121.0 2.3 127.2 98.8 87.2 85.7
3 122.3 3.1 1279 98.9 110.7 119.2
4 123.0 34 128.2 98.7 107.0 117.6
5 123.6 3.7 129.2 99.1 98.2 1141
6 1238 3.8 129.9 99.2 93.4 105.1
7 1247 43 130.9 99.6 91.7 96.5
8 125.6 4.9 1317 99.8 91.0 91.7
9 126.4 53 132.2 99.7 99.2 1114
10 126.9 55 1323 99.4 98.0 110.2
1 128.0 6.1 133.3 99.7 101.8 107.8
12 129.2 6.8 134.2 99.9 107.1 103.8

2006 1 130.4 7.3 135.5 100.5 95.4 102.6
2 130.4 6.9 136.0 100.4 90.5 102.4
3 130.3 6.3 136.6 100.4 1115 118.9
4 130.1 5.7 136.6 100.0 99.8 12.7
8 130.3 52 1371 99.9 94.1 110.7
6 130.7 49 137.5 99.8 94.2 98.6
7 130.7 42 1371 99.1 791 94.2
8 1311 39 137.8 99.2 85.9 93.4
9 132.0 4.1 138.9 99.6 99.4 107.7
10 1331 4.4 1411 100.7 99.4 103.5
1 134.2 48 142.1 101.0 103.7 104.3
12 134.7 47 142.4 100.8 100.4 101.4

2007 1 135.1 4.7 142.7 100.6 85.6 96.5
2 135.9 49 143.4 100.7 87.5 93.4
3 136.2 4.8 143.8 100.5 109.4 112.3
4 137.2 5.1 144.5 100.6 105.8 107.7
g 137.7 5.1 145.0 100.5 1041 110.9
6 138.9° 5.6° 146.2 100.9 100.2 105.6
7 139.8° 6.0 147.5P 101.4p 35.8 99.3
8 140.8P 6.4p 148.6P 101.7P 94.4 102.5
9 - - 101.5 111.8
10 - 116.3

P: Preliminary

Source: Korea National Statistical Office & The Federation of Korean Industries
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9. Balance of payments (1) see graphs5-1,52,53 1018102

(million US$)
Current Goods Services Income

balance trade trade trade Current
balance Exports Imports balance balance LCIEREIE

2004 28,173.5 37,568.8 253,844.7 224,462.7 -8,046.1 1,082.8 -2,432.0
2005 14,980.9 32,683.1 284,418.7 261,238.3 -13,658.2 -1,562.5 -2,481.5
2006P 6,092.6 29,213.7 325,464.8 309,382.6 -18,762.9 -538.6 -3,819.5
2005 | 5,263.5 8,750.5 66,807.6 60,626.8 31144 166.4 -539.0
I 2,352.1 8,365.8 69,702.8 63,694.9 -3,368.7 -1,948.8 -696.2

Il 2,198.2 7,234.8 71,097.7 66,228.3 -4,254.6 -97.3 -684.7

% 5,167.1 8,332.0 76,810.7 70,688.3 -2,920.5 317.2 -561.6
2006P | -1,118.4 5,222.6 73,885.0 72,5421 -4,996.2 -481.7 -863.0
I 692.0 74137 81,4734 76,719.7 -3,878.9 -1,648.0 -1,194.8

1l 374.9 6,227.9 82,712.8 80,215.8 -5,384.7 608.6 -1,076.9

% 6,144.1 10,349.5 87,393.7 79,905.1 -4,503.1 982.5 -684.8
2007P | -1,662.2 6,037.9 84,7134 82,267.8 -6,180.1 -689.6 -830.4
I 344 6,970.2 93,000.8 87,751.6 -4,395.3 -1,543.1 -997.4

2006P 1 91.2 1,478.2 23,257.9 23,089.3 -1,644.0 5714 -314.3
2 -782.8 837.3 23,787.0 23,507.8 -1,808.2 418.9 -230.8

3 -426.8 2,907.1 26,840.1 25,945.0 -1,544.0 -1,472.0 -317.9

4 -1,608.1 1,883.9 25,590.1 24,4858 -1,345.7 -1,876.5 -269.8

5 1,359.6 2,815.3 27,9345 26,210.4 -1,354.5 387.1 -488.3

6 940.5 2,7145 27,9488 26,0235 -1.178.7 -158.6 -436.7

7 -392.7 1,619.4 25,774.4 25,549.7 -1,744.0 444 -312.5

8 -638.3 1,443.2 27,287.2 27,029.5 -2,087.3 37 -305.9

9 1,405.9 3,165.3 29,651.2 27,636.6 -1,553.4 252.5 -458.5

10 1,759.9 2,685.5 28,016.0 25,621.8 -1,192.8 461.2 -194.0

11 4,237.5 5712.6 30,602.3 26,765.1 -1,426.3 236.3 -285.1

12 146.7 1,951.4 28,775.4 27,518.2 -1,884.0 285.0 -205.7
2007P 1 -428.1 1,292.1 28,097.2 27,590.7 -1,943.4 5471 -323.9
2 402.1 2,387.3 26,227.0 25,408.6 -2,551.1 850.7 -284.8

3 -1,636.2 2,358.5 30,389.2 29,268.5 -1,685.6 -2,087.4 2217

4 -2,078.1 1,519.5 29,948.0 29,529.7 -1,396.1 -2,001.5 -200.0

5 839.1 2,239.0 31,050.6 29,767.3 -1,483.2 461.6 -378.3

6 1,273.4 32117 32,002.3 28,4546 -1,516.0 -3.2 -419.1

7 1,652.3 3,044 30,2282 29,1981 -1,688.2 5335 -337.1

8 610.3 2,943.0 31,096.1 29,674.2 -2,4452 4443 -331.8

P: Preliminary

Source: The Bank of Korea & Korea Customs Service
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10. Balance of payments (1) sce grapn 103

(million US$)

E‘:i?]gir:ilij N S o Capital transfers Cf::ggfvzin Errors and

account inveI:tanient inv(:zst;;t invest:1rent &n?)?\(-]#:lse:ﬂ(c)?a?f assets omissions

‘ assets

2004 7,598.8 4,588.3 8,619.3 -3,856.0 -1,752.8 -38,710.5 2,938.2
2005 4,756.5 2,010.4 -1,728.2 6,814.7 -2,340.4 -19,805.8 68.4
2006P 18,618.7 -3,483.5 -22,543.6 47,6791 -3,033.3 22,1117 -2,599.6
2005 | 41415 -194.0 -1,278.2 6,125.5 -511.8 95137 108.7
I 22576 1,249.7 -2,575.3 42475 -664.3 -2,817.2 -1,792.5

Il -504.3 48.8 -147.5 256.8 -662.4 -2,300.1 606.2

v -1,138.3 905.9 2,272.8 -3,815.1 -501.9 -5,174.8 1,146.0
2006P | 6,524.4 -1,306.7 1,436.2 7,083.8 -688.9 -5,679.3 273.3
I 3,684.4 780.4 -14,176.7 17,880.6 -799.9 -4,315.7 -60.7

I 4,773.7 -3,656.5 -7,395.3 16,479.6 -654.1 -3,615.4 -1,533.2

v 3,636.2 699.3 -2,407.8 6,235.1 -890.4 -8,501.3 -1,279.0
20077 | 5,313.6 -959.8 -10,492.9 17,580.4 -814.1 -3,998.3 346.9
Il 6,442.1 -2,867.7 212 10,023.0 -686.0 -6,250.1 -226.4
2006P 1 3,628.2 -319.4 609.5 3561.3 -2232 -5,432.6 1,713.2
2 2,110.2 190.4 2,207.1 -92.7 -194.6 140.7 -1,468.1

3 786.0 11717 -1,380.4 36152 2711 -387.4 28.2

4 4,862.8 585.2 -3,180.0 7,745.1 -287.5 -3,354.6 99.9

5 513.1 125.6 -7,880.1 8,509.1 2415 -495.6 -1,377.1

6 -1,691.5 69.6 -3,116.6 1,626.4 -270.9 -465.5 1,216.5

7 1,730.1 -114.2 -3,669.2 5,789.4 -275.9 -686.0 -651.4

8 1,234.9 -663.3 -4,448.2 6,511.4 -165.0 -959.8 363.2

9 1,808.7 -2,879.0 7221 4,178.8 -213.2 -1,969.6 -1,245.0

10 -2,263.8 -57.9 -614.1 -1,328.7 -263.1 -956.2 1,460.1

11 436.0 126.1 -653.5 1,286.9 -323.5 -2,695.1 -1978.4

12 5,464.0 631.1 -1,140.2 6,276.9 -303.8 -4,850.0 -760.7
2007P 1 2,078.9 -208.9 -1,411.2 4,054.0 -355.0 -2,350.7 699.9
2 -404.0 -687.6 -1,940.7 2,427.6 -203.3 -1,134.7 1,136.6

3 3,638.7 -63.3 -7,141.0 11,098.8 -255.8 -512.9 -1,489.6

4 4,203.3 -388.2 3,808.0 1,029.3 -245.8 -1,878.4 -246.8

5 3,597.1 -311.3 529.6 36132 234.4 -4,492.9 56.7

6 -1,358.3 -2,168.2 -4,364.8 5,380.5 -205.8 1212 -36.3

7 537.1 -3.0 -6,925.0 7,692.6 -227.5 24216 3322

8 -603.5 -1,3725 -6,191.8 7,167.7 -206.9 -937.5 930.7

P: Preliminary
Source: The Bank of Korea
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11. Prices See graphs 11-1, 11-2 & 11-3

(2000 = 100)
Consumer prices (2005=100) Producer prices Export & import prices
All Items Commodity Service Core Allitems Commodity Export Import
\ \ \ \ \

2004 97.3 96.9 97.7 97.7 107.6 107.2 929 108.9
2005 100.0 100.0 100.0 100.0 109.9 109.8 86.7 112.0
2006 102.2 101.5 102.7 101.8 112.4 112.6 85.1 118.0
2006 1 1011 1011 1011 100.6 1109 110.7 83.8 115.0
2 101.3 101.1 101.4 100.8 1109 110.7 82.5 113.7

3 101.9 1011 102.3 101.4 111.0 110.9 83.3 114.3

4 102.0 101.3 102.5 101.5 111.8 1119 83.6 117.2

5 102.2 101.6 102.6 101.9 1125 112.8 84.7 119.7

6 102.0 101.0 102.7 101.9 112.5 112.9 86.2 120.7

7 102.4 101.5 103.0 102.1 113.0 1135 87.1 123.3

8 103.0 103.0 103.1 102.2 113.9 114.7 89.1 125.3

9 103.3 103.1 103.4 102.2 114.2 114.9 87.3 119.1

10 102.8 101.8 103.4 102.2 113.1 113.3 85.9 116.9

11 102.3 100.7 103.4 102.3 1125 112.4 84.1 115.1

12 102.6 101.2 103.6 102.5 112.6 112.5 83.6 115.4

2007 1 102.8 101.4 103.8 102.7 112.6 112.3 83.4 1124
2 103.5 102.3 104.2 103.1 112.8 112.5 84.0 115.4

3 1041 102.3 105.2 103.8 113.4 1133 85.6 119.3

4 104.5 102.8 105.5 104.1 114.6 114.8 86.4 122.1

5 104.6 102.8 105.7 104.1 115.3 115.6 87.0 122.8

6 104.6 102.7 105.8 104.2 115.5 115.8 87.1 122.7

7 105.0 103.3 106.0 104.4 115.7 116.0 87.1 123.2

8 105.1 103.5 106.1 104.5 115.8 116.2 88.1 124.0

9 105.7 104.7 106.3 104.6 116.6 1171 89.1 127.9

Y-0-Y change (%)

2004 36 42 3.1 29 6.1 75 6.2 10.2
2005 2.8 32 24 2.3 2.1 2.4 6.7 2.9
2006 2.2 15 2.7 1.8 2.3 2.6 -19 53
2006 1 22 25 20 1.3 2.1 2.3 -3.6 10.2
2 20 1.6 2.3 1.3 1.7 1.7 -4.9 8.5

3 2.0 1.2 2.3 1.4 14 1.3 -4.4 5.7

4 2.0 1.0 2.7 15 15 1.3 -4.0 6.1

5 2.3 1.8 2.7 1.8 26 2.8 0.6 1.3

6 24 20 2.8 19 32 39 1.3 9.2

7 24 1.7 29 2.1 28 34 -0.5 7.8

8 2.7 2.7 2.8 2.1 34 4.0 24 75

9 25 1.6 3.1 2.0 3.1 35 -1.7 0.2

10 2.2 0.7 3.1 2.0 19 19 -36 1.4

11 2.1 1.0 29 2.1 19 1.9 2.6 0.3

12 2.1 0.8 29 2.1 2.2 2.4 1.6 0.6

2007 1 1.7 0.3 2.7 2.1 15 14 0.4 2.3
2 22 1.2 2.8 2.3 1.7 1.6 19 15

3 22 1.2 2.8 24 22 22 2.7 4.4

4 25 15 29 2.6 25 26 34 42

5 2.3 1.2 3.0 22 25 25 2.7 2.6

6 25 1.7 3.0 2.3 2.7 2.6 1.1 1.6

7 25 1.8 29 2.3 24 22 0.0 0.1

8 2.0 05 29 2.3 1.7 1.3 1.1 1.0

9 2.3 1.6 28 2.3 2.1 19 2.1 1.4

Source: Korea National Statistical Office
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12. Employment and earnings see graphss-1,8288:3

Economically active persons (thous.) All industry earnings (won)
Period Unemploy- (base year=2000)
Employed persons (thous.) ment (%)
Manufacturing
All industry ‘Manufacturing‘ S.0.C&service
2004 23,417 22,557 4,290 16,427 37 2,372,612 2,279,724
2005 23,743 22,856 4,234 16,789 37 2,524,917 2,458,022
2006 23978 23,151 4,167 17,181 35 2,666,550 2,594,830
2006 1 23,340 22,471 4,201 16,893 37 2,865,004 2,803,400
2 23,365 22,412 4,184 16,763 41 2,451,498 2,376,782
3 23,769 22,848 4,179 16,986 39 2,481,580 2,322,720
4 24,088 23,242 4,188 17,186 35 2,504,830 2,424,268
5 24,267 23,484 4,170 17,293 3.2 2,356,038 2,201,426
6 24,320 23,501 4,184 17,294 3.4 2,685,520 2,580,407
7 24,270 23,447 4,180 17,303 34 2,646,200 2,596,198
8 23,972 23,164 4,114 17,099 34 2,607,031 2,531,654
9 24,096 23,330 4135 17,248 32 2,796,266 2,648,830
10 24,253 23,463 4,183 17,294 33 2,690,402 2,681,556
1 24,225 23,458 4,137 17,467 32 2,409,143 2,226,062
12 23,773 22,989 4,153 17,348 33 3,502,448 3,745,800
2007 1 23,580 22,729 4,156 17,221 3.6 2,627,540 2,425,973
2 23,536 22,674 4,139 17,114 3.7 3,013,449 3,056,645
3 23,960 23121 4,119 17,371 35 2,641,959 2,471,807
4 24,337 23,520 4,124 17,573 34 2,643,764 2,607,695
5 24,537 23,758 4,114 17,677 3.2 - -
6 24,593 23,816 4,140 17,715 3.2 -
7 24,545 23,750 4,126 17,740 32 -
8 24,214 23,458 4,052 17,524 3.1 -
g 24,341 23,622 4,101 17,639 3.0 -
Y-0-Y change (%)
2004 2.0 19 2.0 29 6.5 99
2005 1.4 1.3 -1.3 2.2 6.4 7.8
2006 1.0 1.3 -1.6 2.3 5.6 5.6
2006 1 1.2 1.8 -1.2 3.0 20.3 24.1
2 1.3 15 -1.7 25 -1.7 -11.8
3 1.0 1.2 22 25 55 5.7
4 1.0 1.3 -1.9 29 53 41
5 0.9 1.2 -1.9 25 79 8.1
6 0.8 1.1 -1.6 2.2 4.1 34
7 0.8 1.1 -1.2 22 6.0 5.9
8 12 1.4 -1.3 2.3 5.9 5.3
9 0.7 1.2 -1.6 2.1 1.3 02
10 0.8 12 -1.4 19 11.5 13.1
" 1.0 1.1 -1.4 19 5.6 6.1
12 1.1 1.3 -1.6 2.0 4.6 6.9
2007 1 1.0 1.1 -1 19 -8.3 -135
2 0.7 12 -1 2.1 22.9 28.6
3 0.8 1.2 -1.4 2.3 6.5 6.4
4 1.0 12 -1.5 2.3 55 7.6
5 1.1 12 -1.3 2.2 - -
6 1.1 1.3 -1.0 24
7 1.1 1.3 -1.3 25
8 1.0 1.3 -1.5 25
9 1.0 1.3 -0.8 2.3

Source: Korea National Statistical Office
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13. Financial indicators seegrapnss-1894

(period average)
Yields (%) Stock
Period ‘
Call rate CD Corporate bonds ~ Treasury bonds  Treasury bonds KOSPI
(1 day) | (91 days) | (3years, AA-) | (3 years) | (5 years) | (end-period)
2005 1 3.3 35 4.1 3.7 39 932.70
2 3.3 36 46 42 45 1,011.40
3 3.3 3.6 45 4.0 4.3 965.70
4 33 35 43 39 4.1 911.30
5 3.3 35 4.1 37 39 970.20
6 33 35 42 38 4.0 1,008.20
7 3.3 35 45 41 44 1,111.30
8 3.3 35 48 43 47 1,083.30
9 3.3 3.7 49 45 48 1,221.00
10 34 39 5.2 48 5.1 1,158.10
1 35 4.0 55 5.1 5.4 1,297.40
12 3.7 4.0 5.5 5.1 5.3 1,379.40
2006 1 3.7 42 5.5 5.0 53 1,399.80
2 39 43 5.3 49 5.0 1,371.60
3 40 43 5.3 49 5.1 1,359.60
4 4.0 43 5.2 5.0 5.2 1,419.70
5 40 44 5.1 48 49 1,371.70
6 4.2 45 5.2 49 5.0 1,295.70
7 42 4.6 52 49 5.0 1,297.80
8 44 4.7 5.1 48 48 1,352.70
9 45 4.6 5.0 47 48 1,371.40
10 45 46 49 46 4.7 1,364.60
1 45 4.6 5.1 47 48 1,432.20
12 45 48 5.2 48 49 1,434.50
2007 1 4.6 49 5.3 5.0 5.0 1,360.20
2 4.6 5.0 5.3 49 49 1,417.30
3 46 49 5.2 48 48 1,452.60
4 47 5.0 5.3 49 5.0 1,542.24
g 46 5.0 5.5 5.1 5.1 1,700.91
6 45 5.0 5.6 5.2 5.4 1,743.60
7 47 5.1 5.8 54 5.4 1,933.27
8 49 5.2 5.7 5.3 5.3 1,873.24
9 5.0 53 59 54 54 1,946.48

Source: The Bank of Korea
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14. Monetary indicators see grapn 95

(period average) (billion won)

Period Reserve money M1 M2 Lf

2004 37,272.4 306,842.5 929,640.6 1,260,547.1
2005 38,785.2 332,902.1 993,960.1 1,348,818.8
2006 41,664.0 330,134.1 1,076,682.4 1,454,858.8
2006 1 41,336.0 3275421 1,027,697.4 1,398,707.3
2 41,655.5 326,548.3 1,034,711.9 1,407,971.3
3 40,991.9 325,711.9 1,042,293.6 1,413,306.8
4 41,190.0 324,222.6 1,048,598.6 1,421,441.5
g 40,734.4 323,908.4 1,055,855.4 1,430,748.5
6 40,715.1 326,949.2 1,072,886.5 1,445,440.3
7 41,973.7 330,267.7 1,082,577.5 1,460,729.4
8 40,287.2 325,958.2 1,084,752.6 1,468,210.0
9 41,500.4 327,648.4 1,098,444.2 1,479,577.9
10 43,199.9 333,597.5 1,110,360.9 1,494,767.6
1 41,507.4 337,666.0 1,123,7146 1,510,883.0
12 44,876.4 351,588.5 1,138,295.5 1,526,516.2
2007 1 47,851.4 353,494.2 1,143,814.9 1,536,010.8
2 49,493.5 350,734.7 1,154,108.8 1,547,512.8
3 48,936.8 335,446.8 1,162,429.3 1,557,701.9
4 47,485.3 305,602.5 1,165,291.0 1,564,339.3
g 48,092.5 301,184.5 1,171,148.4 1,575,635.4
6 47,914.3 302,511.7 1,190,080.2 1,596,407.1
7 47,500.5 302,375.6 1,200,892.7 1,606,424.5
8 47,823.9 298,066.1 1,208,052.8 1,618,723.9

Y-0-Y change (%)

2004 4.2 8.3 4.6 6.1
2005 41 8.5 6.9 7.0
2006 74 -0.8 8.3 7.9
2006 1 9.0 1.7 7.3 7.2
2 5.0 -0.8 12 7.4
3 7.8 -2.7 6.6 7.0
4 8.6 -3.0 6.8 7.4
5 75 -2.3 7.1 7.6
6 7.6 -3.0 7.7 7.3
7 10.2 47 7.7 7.3
8 4.3 -6.1 75 7.4
9 41 -5.6 9.0 79
10 8.7 -19 10.1 8.7
1 52 10.0 111 94
12 11.3 10.4 11.4 9.6
2007 1 15.8 79 11.3 9.8
2 18.8 74 115 9.9
3 19.4 3.0 115 10.2
4 15.3 5.7 111 10.1
5 18.1 -7.0 10.9 10.1
6 17.7 -7.5 10.9 10.4
7 13.2 -8.4 10.9 10.0
8 18.7 -8.6 11.4 10.3
P: Preliminary

Source: The Bank of Korea
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15. EXChange rates s graphs 9-2 & 9-3

¥#¢/USS ¥¢/100 ¥ ¢/Euro

Period ‘ ‘

End-period Average End-period Average End-period Average
\ \ \ \ \
2004 1,043.8 11447 1,012.1 1,058.7 1,423.0 1,422.9
2005 1,013.0 1,024.3 859.9 930.7 1,199.3 1,274.0
2006 929.6 955.5 781.8 8215 1,222.2 1,199.3
2006 1 971.0 987.0 824.9 854.3 1,173.8 1,194.8
2 969.0 970.2 833.8 822.4 1,147.9 1,159.7
3 975.9 975.1 831.7 831.3 1,187.1 1172.8
4 9457 954.4 828.3 814.8 1,184.9 1,169.9
5 947.4 941.4 842.2 843.0 1,208.0 1,201.7
6 960.3 955.2 834.0 833.0 1,215.9 1,208.7
7 953.1 950.2 830.2 821.4 1,216.4 1,206.2
8 959.6 960.7 820.3 829.7 1,232.3 1,230.6
9 945.2 953.7 802.2 814.3 1,200.6 1,214.9
10 944.2 954.2 803.5 803.2 1,200.8 1,202.4
1 929.9 936.2 799.0 798.0 1,223.0 1,205.3
12 929.6 9258 7818 790.2 1,222.2 1,222.8
2007 1 940.9 936.4 7731 7719 1,220.1 1,217.0
2 938.3 937.0 7939 776.8 1,2419 1,225.1
3 940.3 943.3 797.0 804.8 1,253.9 1,249.4
4 929.4 9315 778.3 783.7 1,266.9 1,257.7
B 929.9 927.9 764.8 768.5 1,249.0 1,254.1
6 926.8 928.3 752.4 757.1 1,246.0 1,244.9
7 9232 918.9 7746 755.6 1,266.9 1,260.0
8 939.9 933.8 809.9 799.8 1,282.3 1,272.4
9 920.7 932.4 796.7 810.6 1,302.9 1,291.2
Y-0-Y change (%)

2004 -12.9 -4.0 9.6 28 5.3 55
2005 -3.0 -10.5 -15.0 -12.1 -15.7 -105
2006 -8.2 6.7 9.1 117 19 -5.9
2006 1 5.4 49 -16.7 -15.1 122 -12.4
2 -39 5.1 -12.9 -156 -14.0 -13.1
3 -4.7 3.2 127 -132 -10.3 -11.7
4 5.7 -5.6 -12.3 -136 -8.4 -10.6
B 5.5 6.1 9.3 -10.3 -35 5.5
6 6.3 5.5 -10.1 -10.4 -1.8 1.7
7 -1.3 -8.4 93 114 25 -35
8 6.9 5.9 114 -10.0 2.1 -19
9 -8.9 -1.4 -124 122 -3.8 -3.7
10 9.5 -8.8 -10.8 -118 -4.5 4.4
" -10.3 -10.1 1.7 9.3 0.3 -19
12 8.2 9.6 9.1 8.5 1.9 0.7
2007 1 3.1 5.1 6.3 -8.9 39 1.9
2 -3.2 -34 -4.8 -5.5 8.2 5.6
3 -3.7 -3.3 4.2 -3.2 56 6.5
4 -1.7 2.4 6.0 -3.8 6.9 7.5
5 -1.9 -1.4 9.2 -8.8 34 44
6 -35 2.8 9.8 9.1 25 30
7 3.1 3.3 6.7 -8.0 42 45
8 2.1 2.8 -1.3 -3.6 41 34
9 -2.6 2.2 0.7 -0.5 8.5 6.3

Source: The Bank of Korea
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