
2000’s GDP growth reached 8.8% while per capita GNI(a measure of consumers’ real purchasing power) reached
$9,628.0. Economic growth is expected to slow down with a GDP growth rate just over 2.5% in 2001, and per capita
GNI is forecast to decrease to $8,500 in light of the recent terrorist attacks in the US.

Production in August decreased by 4.7% y-o-y, with semiconductor production showing a continued but slower decline
of 11.6%. The average factory operation rate increased slightly from last month to 73.4%. Wholesale and retail sales
increased 3.5% y-o-y, a steeper increase than seen in the previous month, and shipments of domestic consumer goods rose
by an impressive 104%. Facility investment, which has been stagnant in recent months, fell by 19.0% y-o-y in August and
construction orders, which had been relatively strong, fell by 8.8%. The cyclical component of the coincident index, which
indicates current economic conditions, fell by 0.4 for the third straight month, but the leading index rose by 0.7% y-o-y.

The number of unemployed in August fell by 8,000 from the previous month to 752 thousand, and the unemployment rate main-
tained its level in July of 3.4% (the seasonally adjusted rate fell by 0.1% from the previous month to 3.6%). The number of persons
hired fell by 236 thousand from July. Despite the decrease in the number of newly hired, the unemployment rate did not fall because
August was a vacation period and job-seeking by students fell steeply (the teenage unemployment rate declined). Some structural
improvement was also seen, with the number of discouraged unemployed falling by 3.1% from the previous month and 22.7% y-o-y.
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Consumer prices in September maintained their level from
August, but increased 3.2% y-o-y. This was a continuous slow-
down since May, when prices rose 5.4% y-o-y. Although hous-
ing rents and various service fees rose, the price of agricultural
goods such as vegetables fell, which slowed the inflation rate.
With inflation moderating for basic necessities, living necessi-
ties prices increased by 26% y-o-y, a significant slowdown.
Although crude oil prices temporarily rose due to the recent ter-
rorist tragedy, they quickly stabilized and had little effect on
domestic prices.  

After the US terrorist attacks, market interest rates fell
steeply due to anxious market participants buying bonds for
s a f e t y. In addition, the terrorism increased the likelihood of a
drawn-out world recession, which led central banks in various
countries to cut their interest rates. The Bank of Korea also cut
interest rates by 0.5% on September 19, which put additional
downward pressure on market interest rates.
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In September, exports amounted to 12.62 billion dollars, which
was a 16.6% decline y-o-y but a moderate fall compared to those of
July (21.0%) and August (20.1%). Apparently, exports fell by less
despite the recent terrorism in the US due to an increase in shipments
near the end of the month. Meanwhile, imports amounted to 11.74 bil-
lion dollars, an 11.7% decrease y-o-y. Import of capital goods are
expected to fall by 22%, and raw materials by 6%, while that of con-
sumer goods rose moderately by around 10%. The trade surplus was
0.89 billion dollars, an increase from July (0.33 billion dollars) and
August (0.46 billion dollars). The cumulative trade surplus until
September was 7.63 billion, and the country ran a trade surplus every
month since February 2000. Due to the increase in the trade surplus,
the current account balance is expected to go  into surplus from a 0.11
billion dollar deficit in August. Reduction in foreign travel since the
terrorist attacks are expected to contribute to a current account surplus. 
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The won/dollar rate in the beginning of October rose to 1,310,
reflecting steep rises in the offshore NDF markets during the
Chusok holiday. A prominent factor was the purchase of dollars by
Korean companies in light of the current account deficit in August
and the possibility of war in the Middle East. Although the
exchange rate is expected to continue its uptrend in the short term, it
is expected to fall approaching the end of the year due to changing
dollar supply. Although economic slowdown is currently a world-
wide phenomenon, the end of 16 months of current account deficits
is expected to impact the foreign exchange market temporarily.

The terrorist attacks on the US brought further instability to
financial market around the world and more investors are fleeing
from risky assets such as stocks. The Korean stock market saw its
biggest drop ever on the day after the attacks. Although the domes-
tic bourse is recovering thanks to unexpected stability in the US
markets, a sustained uptrend is unlikely as the full repercussions of
the incident have yet to emerge. 
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