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Status of RoK-ASEAN Economic Cooperation

o RoK is actively enhancing trade and investment ties with ASEAN through various -
economic cooperation projects.

o Effective bilateral FTAs include : RoK-Singapore, RoK-ASEAN, RoK-Vietnam, RoK- Stable Production

Indonesia CEPA, RoK-Cambodia

~ Network within East
> RCEP, involving the participation of 10 ASEAN countries, is expected to reduce

Asia
transaction costs and improve the investment environment by easing trade barriers. =
> The RoK-Philippines FTA has been signed, and RoK-Malaysia negotiations are underway.
RoK-ASEAN Trade e
ROK-AS EAN Trade (unit: Billion $) (Unlt. Billion $, Mil. ton, %)
250 Export Import
Year . . . . . .
Amount ratio weight ratio Amount ratio weight ratio
. 16 74.5 -0.4 37.8 -6 443 -1.6 74 5.6
17 95.2 27.8 39.1 36 53.8 21.4 76.6 35
18 100.1 5.1 40 2.3 59.6 10.8 75.1 -1.9
150
s Export 19 95.1 -5 431 7.7 56.2 -5.8 65.3 -13.1
- mport 20 89 6.4 36.6 -15 54.8 2.4 58.4 -10.5
100 efeBalance 21 108.8 22.3 37.3 1.7 67.7 23.5 548 -6.3
= Trade 22 124.9 14.8 423 13.5 82.5 21.9 63.9 16.8
. 23 26.4 -19.0 10.1 -10.4 21.0 -0.6 19 21.3
Jan 8.3 -19.4 3.3 5.6 7.1 -0.9 6 239
Feb 8.4 -16.3 35 -2.3 6.9 9.9 6.8 35.4
0 Mar 9.6 -21.1 3.3 -21.3 6.9 -9.1 6.3 7.2
LT L L L LT A A e L L L L L AL AL A LT L
8 85 83 S 09982 3BV g5 3¥8 323 9 9 Source: KITA
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Status of RoK-ASEAN Economic Cooperation

RoK-ASEAN Trade (unit: Billion $, Million ton, %)

Year ir);%%rr:t Ratio \I/E\;(eri)gﬁ Ratio ,Al\r;?)fj:t Ratio \I/r\?eﬁ);:i Ratio Balance
221 10.3 29.5 3527 44.8 7.2 35.8 4810 16.2 3.1
22.2 10.1 393 3533 41.1 6.3 30.7 4995.8 23.1 3.8
22.3 12.2 46.2 4156.5 55.4 7.6 31.9 5843 15.8 4.6
224 1.3 384 3601.7 26.6 6.8 16.3 4838.9 8.1 4.5
225 10.7 23.6 3546.6 11.8 6.6 25.8 51394 19.5 4.1
22.6 10.3 17.1 2982.9 -4.2 6.1 12.5 4986.5 10.8 4.2
22.7 114 18.6 4272.5 19.6 7 20.8 5497 .4 -1.1 4.4
22.8 10.8 21.3 4031.1 50.6 7.8 374 6015.6 40.2 3
22.9 10.2 6.4 3570.3 114 7.6 31.1 57924 26.2 2.7
"22.10 9.2 -5.7 2748.1 -18.9 6.6 14.3 4712.5 2.6 2.6
22.11 9 -14.2 2904.2 -20.7 6.2 7.6 5415.4 29.1 2.9
"22.12 9.3 -16.9 3416.5 -15.1 6.8 3.6 5892.3 17.8 2.6
"23.1 8.3 -19.4 3331 -5.6 7.1 -0.9 5958 23.9 1.2
"23.2 8.4 -16.3 3451.4 -2.3 6.9 9.9 6765.4 354 1.5
"23.3 9.6 -21.1 3272.7 -21.3 6.9 -9.1 6261.9 7.2 2.7
Az SRR

=
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RoK’s Exports to
ASEAN has
declined
since the second
half of 2022



Status of RoK-ASEAN Economic Cooperation

ASEAN’s EXpOrtS to World 2022 unit: sillion $)

Year 221 | 222 223 224 | 225 | 226 | 227 | 228 | 229 | 2310 | 2311 | 2312 | Total
Singapore 33 30.3 36.6 356 | 36.3 | 395 43 389 | 419 36.5 35.4 37.7 444.9
Brunei 0.4 0.4 0.6 0.5 0.4 0.6 0.6 0.5 0.5 0.6 0.5 0.6 6.3
Cambodia 4 2.6 3.4 3.7 4.3 4 4.4 4 4 3 2.7 2.8 429 Decline
Indonesia | 199 | 166 | 206 19 | 215 | 223 | 221 | 216 | 211 | 186 | 196 | 189 | 2419 In
J
Laos 0.7 0.6 0.7 0.6 0.8 0.8 0.7 0.7 0.7 0.7 0.7 0.7 8.3 ASEAN'’s
' export to
Malaysia 239 | 212 26.8 255 | 274 | 298 | 288 | 28.1 26.9 26.6 26.4 26.3 317.7
World
Myanmar 29 2.4 35 29 32 3 32 3 2.7 28 26 25 34.9 :
since the
Philippines | 13.8 | 12.1 15.7 158 | 163 | 17.2 173 | 169 | 16.1 15.1 15.8 14.5 186.6 last
Thailand 237 | 208 26.1 25 256 | 273 | 264 | 253 | 244 225 233 234 | 2938 quarter
Vietnam 308 | 253 32 335 | 337 | 324 | 316 | 308 | 317 30.4 30.4 31.1 373.7 of 2022
total export | 153.1 | 132.4 | 1659 | 162.3 | 169.5 | 176.9 | 178 | 169.9 | 169.9 | 157 157.5 | 1585 | 19509
yoy 19.8 | 185 19 177 | 258 | 287 | 288 | 287 | 225 10.4 2.4 38

Source: IMF , Direction of Trade Statistics
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Status of ROK-ASEAN Economic Cooperation in Trade

RoK-ASEAN Trade: Proportions by Economic Categories wni %

Export | Primary COEZL:]mp Capital In;lc(ie;g © etc. Import | Primary Co?if)unmp Capital In(;lcciaartrg € etc.
2017 0.5 49 17 76.7 0.9 2017 11.7 18.1 16.3 52.8 1.1
2018 0.5 5.2 13.6 79.7 0.9 2018 12.1 18.8 14.5 534 1.1
2019 0.5 5.5 14.1 79.7 0.2 2019 9.2 19.9 13.1 56.6 1.1
2020 0.6 54 13.2 80.6 0.3 2020 7.3 19.7 16.7 55.1 1.2
2021 0.6 4.8 95 84.8 0.2 2021 8 17.7 19.2 54.1 1
2022 0.6 4.5 8.4 86.4 0.1 2022 11 16.2 16.8 55.1 0.9

2023.1q 0.7 5.7 11.5 82.1 0.1 2023.1q 10.5 16.5 17.3 549 0.7
; Source: KITA
Major Trade Partners' Share in RoK's Total Trade(%)
2014 2015 2016 2017 2019 2020 2021 2022 2023.1q
ASEAN 12.6 124 13.2 14.5 14.7 14.0 14.7 14.5
US 10.5 11.8 12.2 129 134 134 13.5 14.3
China 214 23.6 234 233 24.6 239 219 20.5
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Status of ROK-ASEAN Economic Cooperation in

Trade

RoK-Vietnam Trade
(Unit: Hundred Million $ %)

= 2016 2017 2018 2019 2020 2021
ot Amount (et Rt T R R et O e R Bt o Rl o

P iy O MR et s R Mo oot sy

o | 75 X RS it Mot Wt e b ) Sttt
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et i et Ittt St O s ol [ e e e S

Note: Ratio refers to the proportion of each item in the total amount of trade between Korea and ASEAN ; Source:KITA

- Exports to Vietnam accounted for 54.5% of South Korea's total exports to ASEAN, and this result is
due to South Korea exporting intermediate goods to utilize Vietnam as a production base
- We should focus on the overall trend of import amounts rather than the export proportion.
X Recently, our companies frequently import intermediate goods and finished products produced
and processed locally in Vietham to assemble finished products in ROK.
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Status of RoK-ASEAN Economic Cooperation in Investment

RoK’s FDI
(Unit: EA, Million$, %)
Proportion of ASEANin | Proportion of Vietnam
to World to ASEAN to Vietnam World in ASEAN
# New FDI # New # New FDI
Year firms Amount firms FDI(tA; rtr;?)unt firms Amount = New firms Arrfgtlm t New firms Anl:c?llm t
(total (total) (total) (total) (total)
2014~2017 13,065 144,594 3,997/ 19,256 2,369 7,663 30.6 13.3 59.3 398
2018~2021 11,630 218,284 3,855 32,017 2,327 12,336 33.1 14.7 60.4 38,5
Changes (%) | -11.0 51.0 -3.6 66.3 -1.8 61.0

Source: KEXIM bank.

- Since 2015, RoK’s FDI in ASEAN has exceeded its FDI to China.

- Since 2015, RoK’s FDI in ASEAN has accounted for 17% of its total FDI, while its FDI in China
has represented only 8% of the total.

- Although this share declined due to COVID-19 Pandemic, it still constitutes 11% of RoK’s total

FDI.

« Notably, with investment heavily concentrated in Vietnam, there is a corresponding concentration of

trade in Vietnam as well.
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RoK-ASEAN Supply Chain Integration

(2020) « RoK and ASEAN are now
(2010) = T integrated markets.
» * &« ¢ Adeclinein global market
demand affects RoK
® - « through its
* i % concentrations to ASEAN
| * markets.
« Conversely, developments
in Korean market can also
. influence ASEAN markets.
 Bilateral trades between
the two regions moves in
tandem through supply
chains involving
intermediate goods.
« Collaboration with
reliable partners is of
paramount important.

PRT

TR
DMK
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=3 HEN

HiEG
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Supply Chain Restructuring: The Journey towards Diversification

¢ (China) While major Western countries including the US are checking China;s
Innovation capabilities by strengthening export control and investment screening.
China is speeding up the localization of high-tech technologies as a solution.
The launch of Xi Jinping's third term and the emphasis on self-reliance of economy and technology

¢ (Western) Recognizing China as an unreliable competitor, the West is further
expanding government-led industrial policies in high-tech and strategic industries
the US: CHIPS Act, Inflation Reduction Act

EU: Horizon Europe(2021-2027), IPCEIl, European Chips Act, European Green Deal Industrial Plan,

Temporary Crisis and Transition Framework

China: "14th Five-Year Plan for National Economic and Social Development of the PRC,

¢ RoK-US Summit, RoK-Japan Summit, RoK-US-Japan Summit, G7 Summit, US-EU
Trade and Technology Council, IPEF = Supply Chain restructuring and Cooperatijon

Korea Institute for International Economic Policy 9



Vietnam's Imports: Navigating the Path to Diversification

o # of items imported from RoK with more than 50% market share in Vietnam import market : 193(2016) = 146(2020)

o # of items im 3orted from China with more than 50% market share in Vietnam import market:
1,328(2016)=>1,795(2020)

& (2016)Vietnam imported 4,414 items based on 6 units of HS code
« Qut of these, 3,422 items were imported from Korea and 4,002 items from China.
« # of imported items from RoK with more than 50% market share in Vietnam: 193
« # of imported items from China with more than 50% market share in Vietnam: 1,328

& (2020) Vietnam imports 4,483 items based on 6 units of HS code
« Qut of these, 3,349 items were imported from Korea and 4,072 items from China
« The number of items imported from Korea decreased over five years
« # of items imported from RoK with more than 50% market share in Vietnam : 146
« # of imported items from China with more than 50% market share in Vietnam : 1,795

& The supply chain linkage between RoK and Vietnam could pose potential risks..

& There is fierce competition in the Vietnamese market: and it’s crucial to consider which
industries have an advantage over China.

Korea Institute for International Economic Policy 10



ASEAN's High Dependency on China: The Imperative for Diversification

¢ ASEAN's High Economic Dependency on China
2020 Share of ASEAN’s Export by Region(%): EU(9.4), China(15.7), US(15.2),
Japan(7.2), Intra-ASEAN(21.3)
2020 Share of ASEAN’s Import by Region(%): EU(7.7), China(23.5), RoK(7.7),
Japan(7.8), Intra-ASEAN(21.2)
& ASEAN Exports to China : 2011(US$140 bn), 2020(US$218 bn)=> For 10 years US$78 bnft
- During the same period, GDP of China: $7,500bn — $14,700bn = For 10 years, $7,200br1f
- Thus every US$100 of China’s growth only produced US$1 of export growth from ASEAN region
& ASEAN Imports from China: 2011($155bn), 2020($300bn.)= for 10 years, $145bn 4
- During the same period, the change in ASEAN GDP: US$700bn 2 )
- Thus Every US$100 of ASEAN GDP growth was accompanied by US$ 20 of imports from China

¢ The growth of China’s domestic market has not resulted in a large increase in exports to
China because the marginal propensity of China to import from ASEAN is so low.

¢ ASEAN needs diversification.
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China's Demand Stagnation or Decline: The Path to Diversification

¢ China has actively strengthened its Red Supply Chain through its industry promotion
policy, = the self-sufficiency rate of intermediate goods(Utilization rate of Domestic
value added in gross export) has risen ==> In the long run China’s demand is
expected to stagnate or fall.

China’s ratio of Processing Trade and Domestic Value added in gross export

so%  ratio of processing trade 88%
50% h‘*w“‘*—,‘. / 86%
- 84%
S 82%
30% 80%
......... 78%
0% e T Utilization rate of Domestic value s
10% added in gross export 4%
0% 72%
2007 2008 2009 2010 2011 20122013 2014 2015 2016 2017 2018 2019 2020
- = 7} 32 H|F(=h — = E5E Alm BV EHEE2(F)

Source : CEIC, ADB-MRIO .
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Supply Chain Diversitiaction Direction:

ASEAN RVC

¢ ASEAN-oriented strategy of the US, China, and Japan (?)
= Formally, it seems to place a high value on ASEAN..

= China (internalization of supply chain), Japan (emphasizing domestic production),
and the United States (emphasizing reducing dependence on certain countries)

“You asked the question — you said, could
Vietnam play a role in replacing a dependence on
China? | wouldn’t frame the question that way,
Aésistant Secretary for East Asian and Pacific Affairs WIll. 1 would say that | think many O-f us have
Daniel ]. Kritenbrink on the Secretary’s Upcoming learned over the last few years that it's not

Travel to Vietnam and Japan advantageous for any one country to be overly
dependent on a particular partner or particular
supply chain. So.... Vietham has benefited from
that trend, and | think for good reason, because
Vietnam has many advantages as a trading
partner. But | think diversification is the word that
| would focus on. It's not just Vietham, but | think

many other partners.”
Korea Institute for International Economic Policy 13




Supply Chain Diversification Direction: ASEAN RVC

—> higher degree of vertical integration and intra-ASEAN connectivity

GVC RVC GVC RVC

@) Foreign Value Added Domestic Vale Added particpati| Partic pati — Foreign Value Added Dom estic Vale Added particpati| Participati

Q . : . : on on RVC ratb QD i : i : on on RVC ratio

3 etz %ESAUNQ Algég?\l (o2 OAlsjésAdNe AgzgeN wa) | ) | A 8 L9l (/)\ES\HNe Alg?/(iil 9] ggéi\ﬁNe Alg?/(iil @) | ) | O

o (a=b+c) b) () (d=etf) ) (f) Pu) (a=b+c) b) ) (d=etf) €) (f)

8_ 2007 26.7 25.8 0.9 10.1 8.3 1.8 36.8 2.7 7.3 < 2007 10.7 9.3 1.4 23.2 18.3 49 33.9 6.3 18.6

o 2010 24.2 234 0.8 10.7 89 18 34.9 2.7 76 M 2010 1.8 10.5 1.4 20.7 16.7 4.0 32.6 5.4 16.6
2015 24.6 23.7 1.0 1.1 8.1 3.0 35.8 40 1.1 2015 9.0 8.0 1.0 21.4 15.2 6.2 30.4 7.2 23.6

2 2016 24.3 232 1.1 12.0 8.2 38 36.4 5.0 13.7 2016 8.3 7.3 0.9 232 15.9 7.3 31.5 8.2 26.1

() 2017 24.2 23.1 1.1 12.6 85 4.2 36.9 53 14.4 2017 8.5 7.6 0.9 24.6 17.4 7.2 32 __| 81 24.4
018 | 308 | 2200 | 17 124 | 96 28 | B2 6 10.6 2018 | 107 8.2 25 274 16.5 109 | 31 g | 32
2019 | 331 306 o5 74 40 33 | 405 5\ 143 2019 127 97 3.1 19.3 7.7 1.6 | (320 14.8 457
2020 36.8 343 24 95 6.9 25 462 5. 10.8 2020 8.5 89 2.6 20.8 9.8 10.9 29.2 13.5 46.3
o021 | 318 | 290 28 153 38 115 N 47.1 #a | 305 2021 /.8 53 25 218 9.9 17.9 0.6 20 573

"e—F Rve GVC AVe

—| Foreign Value Added Dom estic Value Added particpati| Particpati < Foreign Value Added Dom estic Value Added participati|Participati

= on o |RVC rato == : . . . on on  |RVC rati

Do [T | o [ [ | e | e [0 D o | Do | | e | S | | e | e [0

Q (a=bc) b) ©) (d=e+f) ) (f) D (a=b+c) b) () (0=etf) €) (f)

8_ 2007 2.4 235 29 15.6 13.0 26 419 5.4 13.0 3 2007 30.6 26.6 41 8.9 7.3 1.5 39.5 5.6 14.2
2010 259 216 36 14.8 14 2% 40.0 70 174 2010 36.5 33.0 S5 9.6 8.4 1.3 461 4.8 10.4

2 2015 214 184 31 147 120 o5 36.0 5.6 155 2 2015 31.3 28.9 2.4 10.9 9.8 1.2 42.2 3.6 8.4

A 2016 19.9 17.1 o8 15.0 12.4 07 34.9 55 15.7 A 2016 38.5 35'5 3.0 9.4 8.7 0.7 47.9 3.8 7.8
2017 | 207 | 166 | 41 158 | 123 | 36 | 366 ) 77N 210 2017 | 369 | 334 85 96 S us dae | AE ] B
2018 258 07 31 15.9 137 20 Mn7 53 127 2018 39.4 371 2.2 11.3 10.3 0.9 50.6 / 3.2 6.3
2019 3.0 194 38 18 101 o8 6.1 6.6 183 2019 416 39.0 2.6 7.7 6.6 1.1 49.3 3.7 7.4
2020 233 196 37 120 93 27 35.8\ 64 / 181 2020 4.7 39.5 2.2 6.9 59 1.0 486 3.2 6.6
01 | 214 | 22 | 52 | 126 | 90 | a6 | 389\ 87 | 218 202 T D &8 2 2 e 525 |\ 2/l 80
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Supply Chain Diversification: ASEAN Integration

¢ ASEAN Member States strive to become key nodes in supply chains.
= Singapore : Strengthening the [P system
= Indonesia: Simplifying laws and regulations (Omnibus Act)

= Philippines: Revised Foreign Direct Investment Act, Revised Public Service Law
= Vietnam: Various Industrial policies

¢ Intensifying Competition within ASEAN to become a key node
=>» Impeding economic integration efforts

=» Formation of an ASEAN Regional Coordination Organization needed to respond to
supply chain restructuring.
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Supply Chain Diversification:Collaborating with Trusted Partners

& (RoK’s Position)RoK is the only Q32 If ASEAN were to seek out “third parties” to hedge
country that has grown in the against the uncertainties of the US-China strategic rivalry,
existing rule-based free trade order who is your preferred and trusted strategic partner for ASEAN?

= Strategic partners to build an open,

inclusive I’egiona| order " ) e The European Republic of The United
. . . i : Ki
- Geographical Adjacencies and Korean o . fores S
Wave Fever 2022 2023 2022 2023 2022 2023 2022 2023
0 Demonstratlng hlgh economic ASEAN 10.3% 9.3% £0.2% 6.8% 31.2% £.8%
cooperation through dlrect Investment  erune 208% 8.3% | 30.2% : 9.4%  6.7% 5.0%
led by private companies. GNIRRII  52% @ 1.5% @ 48.1% X Y 0% | 8.6%
- It has competitive edge in high-tech indonesia  [RIRCRNEVERNIRE : 69%
industries such as soft power, ICT, _
. . Laos 5.5% : 36.5% 6.8%
display, semiconductor, secondary |
battery, e-tc' Malaysia 59% b £9.6% 6.7%
Myanmar 6.3% | 46.0%

Philippines 19.0% 1% 34.5%

Singapore 9.9% | 39.2%

We must work diligently to bolster B .
trust between the two regions. N, 1 o ) 3%

Source: ISEAS, The State of Southeast Asia 2023
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Supply Chain Diversification in the Era of Climate

Change

¢ Climate change needs to be recognized as an economic challenge intertwined with

supply chains rather than solely an environmental issue.

= Generating Interest in Carbon Reduction and Clean Energy Transformation

= There is a direct impact on the global supply chain due to initiatives like the U.S. IRA
or the EU's Carbon Border Adjustment (CBAM) aimed at addressing climate change

@ The U.S. is set to provide substantial incentives for clean energy production and
investment through IRA.

@ The EU is introducing the Core Raw Materials Act (CRMA) and the Net-Zero Industry
Act to secure a supply chain of key mineral raw materials essential for clean energy
within the regjon.
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Supply Chain Stability: Public and Private Sector Roles

¢ Foreign supply-side shock preparedness + RoK-ASEAN technology and supply chain
cooperation
Ensuring a Resilient Supply Chain:

The objective is to secure a stable supply chain.

This entails maintaining resilience against external shocks.

Achieving this requires strong public-private partnerships involving parliament, government, and businesses,
maximizing "constrained efficiency."

Roles of Key Stakeholders:

Parliament: Establishing a system for ensuring a stable supply chain, including intellectual property rights
protection and the safeguarding of strategic materials and high technology.

Government: Setting up monitoring and stockpiling systems while upholding institutional transparency.

Enterprise: Building a stable procurement structure aligned with the company's capabilities, emphasizing that
unconditional diversification is not the solution.

Building Trust Across Regions:

Multi-layered efforts are essential to strengthen trust in both regions.

Eg) Regular exchanges between the Korea-ASEAN Parliament and the formation of a council of lawmakers can
facilitate this trust-building process.

Creating an Inclusive Society:

Forming a "Society" that includes parliaments, businesses, and civil society organizations from both regions and
nurturing it as an international organization.
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Thank you!
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