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Korea: Current Account Oscillation Not Reversion

us$ Bn Current account position reversion to surplus while

15

10

-10

Share of Contribution to Sept's Services Balance

) . Impovement from Aug (%)
welcoming has several pitfalls. Charge for Intellectual Property

Travel
Telecom., Computer & Info....
Manufacturing Services
Financial Services
Insurance Services
I Personal and Cultural Services

Government Services
mmm BoP: CA: G&S: Goods BoP: CA: G&S: Services (SV) Transportation
mmm BoP: CA: Primary Income BoP: CA: Secondary Income

Maintenance and Repair Services
=—=BoP: Current Account (CA)

Construction

N
Cas s ST HaBE >0 can s ST oot >0cans S Other Business Services
S2oxT53 Lo 0 SoxT53 Lo0d S2T53
g£§<§%“2%020g&§<§%°2$0202£§<§3“5$ ! T T 1 T : :
Source: CEIC, Mizuho Bank -180%120%60% 0% 60% 120%180%240%

Source: CEIC; Mizuho Bank

Korea’s current account returned back to a surplus position of US$1.6bn in September from August’s
deficit of US$3bn. While this surplus position is a much welcomed development for the KRW, a peek
under the hood ought to dampen over exuberance.

First, the goods balance achieved a slight surplus largely on account of a decline in import spending
(by US$5.1bn) as export revenues stayed rather flat.

In fact, the restrained export demand from worsening sentiments surrounding slowing global growth
is also reflected in the various drivers behind the lower import expenditure. While a lower fuel import
bill contributed 20% of the decline, falling import demand of machinery, electrical equipment and
vehicles drove 40% of the lower import spending.

Second, a deeper examination® reveals that these imports are largely investment spending on capital
goods such as machines for semiconductor and integrated circuit production which hints at
possible caution surrounding the strength of downstream consumer demand.

Thirdly, higher inflows of charges for intellectual property usage and improvement in tourism
receipts help narrow the services deficit in September. With foreign arrivals in September still at
23% of 2019 monthly levels, ample room is available for further recovery. Nonetheless, we see that
falling freight rates may begin to weigh on transportation receipts which have already been
declining in recent months.

All in, rather than a sustained reversion to a surplus position, the current account position in Q4 will
continue oscillating between surplus and deficit. This comes as a confluence of factors from the
resurgence of energy prices tussle with lower import demand as corporates hold back investment
spending due to elevated global uncertainty and higher borrowing cost.

1 Using 4-digit HS code from Korea Customs Database
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Important Information

This publication has been prepared by Mizuho Bank, Ltd. (“Mizuho”) and represents the views of the author. It has not been prepared by an
independent research department and it has not been prepared in accordance with legal requirements in any country or jurisdiction designed
to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of
investment research.

Disclaimer

Unless otherwise stated, all views or opinions herein are solely those of the author(s) as of the date of this publication and are not to be
relied upon as authoritative or taken in substitution for the exercise of judgement by any recipient, and are subject to change without notice.
This publication has been prepared by Mizuho solely from publicly available information. Information contained herein and the data
underlying it have been obtained from, or based upon, sources believed by us to be reliable, but no assurance can be given that the
information, data or any computations based thereon are accurate or complete. This publication provides general background information
only. It is information in summary form and does not purport to be complete. This publication has been prepared for information purposes
only and is not intended by Mizuho or its affiliates to constitute investment, legal, accounting, tax or other advice of any kind and all recipients
of this publication are advised to contact independent advisors in order to evaluate the publication, including, without limitation, the suitability
of any security, commodity, futures contract or instrument or related derivative (hereinafter, a “financial instrument”), product or strategy
herein described. This publication is not intended to be relied upon as advice to investors or potential investors and does not take into
account investment objectives, financial situation or needs of any particular investor. It is not intended for persons who are Retail Clients
within the meaning of the United Kingdom’s Financial Conduct Authority rules nor for persons who are restricted in accordance with US,
Japanese, Singapore or any other applicable securities laws.

This publication has been prepared for information purposes only and is not intended by Mizuho to market any financial instrument, product
or service or serve as a recommendation to take or refrain from taking any particular course of action or participate in any trading or other
strategy. This publication is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or any of the assets, businesses
or undertakings described herein, or any other financial instrument, nor is it an offer to participate in any trading or other strategy, nor a
disclosure document under applicable laws, rules, regulations or guidelines. Nothing contained herein is in any way intended by Mizuho or its
affiliates to offer, solicit and/or market any financial instrument, product or service, or to act as any inducement to enter into any contract or
commitment whatsoever. Neither the author, Mizuho nor any affiliate accepts any liability whatsoever with respect to the use of this
publication or its contents or for any errors or omissions herein.

Mizuho and its affiliates, connected companies, employees or clients may take the other side of any order by you, enter into transactions
contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any
securities mentioned herein or derivative transactions relating thereto or perform or seek financial or advisory services for the issuers of
those securities or financial instruments.

All of the information contained in this publication is subject to further modification without prior notice and any and all opinions, forecasts,
projections or forward-looking statements contained herein shall not be relied upon as facts nor relied upon as any indication of future
results. Opinions stated in this publication are subject to change without notice. Future results may materially vary from such opinions,
forecasts, projections or forward-looking statements. The information contained in this publication may not be current due to, among other
things, changes in the financial markets or economic environment. Mizuho has no obligation to update any information contained in this
publication. Past performance is not indicative of future performance.

This is a strictly privileged and confidential publication. This publication contains information addressed only to a specific individual and is not
intended for distribution to, or use by, any person other than the named addressee or any person or entity in any jurisdiction or country where
such distribution or use would be contrary to law or regulation. Save with Mizuho’s prior written consent, you may not disclose, divulge,
reproduce or furnish any information contained herein to any other party. Please notify the sender immediately if you have mistakenly
received this publication.

Singapore: Mizuho is licensed as a bank under the Banking Act (Chapter 19) of Singapore, and is regulated by the Monetary Authority of
Singapore.

Japan: Mizuho is authorised and regulated by the Financial Services Agency of Japan.

United Kingdom / European Economic Area: In the UK, Mizuho is authorised by the Prudential Regulation Authority and subject to regulation
by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of MHBK's regulation
by the Prudential Regulation Authority are available upon request. This publication may also be distributed by Mizuho International plc (“MHI”).
MHI is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority.

United States: This publication is not a “research report” as defined in Commodity Futures Trading Commission (“CFTC”) Regulations 1.71
and 23.605. The content of publications distributed by Mizuho Securities USA Inc. (‘“MSUSA”) is the responsibility of MSUSA. The content of
publications distributed directly to US customers by Mizuho is the responsibility of Mizuho. US investors must effect any order for a security
that is the subject of this report through MSUSA.
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