
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.

In September, industrial production increased by 5.1% y-o-y, a recovery after three months of decline. Semiconductor production,
which had declined sharply in the past few months, recorded an increase, and auto and food production also increased. However, comput-
er production continued to fall by 26.9%. The average factory operation rate rose by 74.9%. Wholesale and retail sales also showed con-
tinued growth. Much of September’s apparent growth in production and sales was due to a national holiday falling in October rather than
S e p t e m b e r, increasing the number of business days compared to last year. Therefore, it would be a mistake to interpret the month’s
growth as a sign of economic recovery. In particular, facility investment, which has stagnated severely, fell by 6.1% y-o-y in September.

The number of unemployed in September fell by 68,000 from the previous month to 684 thousand, and the unemployment rate fell by
0.4% to 3.0% (the seasonally adjusted rate fell by 0.3%  to 3.3%). The number of employed rose by 273 thousand to 21.797 million. Wi t h
industrial production and construction on the uptrend, new hiring in these sectors increased. The increase in female hires outpaced that of
males, which is seen as the result of the straitened economic situation compelling women to work rather than a social trend to greater female
participation in the economy. By OECD standards, the unemployment rate fell 0.4% from the previous month to 3.2%.
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Consumer prices in October increased 0.1% from the previous
month and 3.6% y-o-y. Seasonal factors (a national holiday) con-
tributed to the relatively high y-o-y growth. Although prices for agri-
cultural goods and especially vegetable produce fell from September,
housing rents and services prices continued to rise. The rise in services
prices caused the inflation rate to be higher in Seoul (where services
account for a higher share of demand) than for other cities. World oil
prices, which have a significant effect on price levels in the US, have
been relatively stable, and this suggests that the relative price stability
seen in the first half will continue for the rest of the year.

With jittery sentiment still dominating in the bond market,
market interest rates continue to fluctuate, and daily fluctua-
tions are increasing. Although some sign of a declining trend
can be seen going into November, interest rates do not seem to
have entered a broad declining trend. Although Korea will
maintain a low-rate stance in light of the US and European poli-
cy cooperation to reduce rates, a sharp interest rate cut is
unlikely due to shaken policy credibility after investor senti-
ment started to falter in early October. 
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In September, exports amounted to 12.57 billion dollars, which
was a 17.0% decline y-o-y but a moderate fall compared to those of
July (21.0%) and August (20.3%). 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 11.70 bil-
lion dollars, an 12.0% decrease y-o-y. Import of capital goods are
expected to fall by 22.3%, and raw materials by 7.2%, while that of
consumer goods rose moderately by around 6.2%. The trade surplus
was 0.87 billion dollars, an increase from July (0.33 billion dollars)
and August (0.46 billion dollars). The cumulative trade surplus until
September was 7.61 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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Without any special reason for exchange rates to shift in the
domestic foreign currency market, the won/dollar rate is fluctuat-
ing mildly at around 1,295, while movement of the yen/dollar rate
is more pronounced due to prospects for the US economy. W i t h
third quarter GDP growth, unemployment, and consumer confi-
dence in the US suggesting further stagnation, the yen/dollar rate
showed a declining trend, falling to 121.

In contrast to the fluctuating bond market, the domestic stock
market is on a stable upward trend. In November, the stock price
index exceeded the 560 level, and if the recent US rate cut encour-
ages foreign investors to continue their buying, a surge to 570 may
very well occur. Despite stagnant fundamentals, the uptrend seems
to be the result of anxiety in other markets such as the bond mar-
ket, and recent hopes for the stock market to benefit from interest
rate cuts. 
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