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Korea’

s Foreign Exchange Crisis and Its

ImBlications for U.S.-Korean Trade

William L. Greene'
greene (@ usitc.gov

(202) 205-3405

After nearly three decades of extraordinary growth and development, the
Korean economy was derailed in November 1997 by a serious foreign
exchange crisis. In response, the Republic of Korea (Korea) signed an
emergency arrangement with the International Monetary Fund (IMF) on
December 4, 1997. Facing the high interest rates, sharp currency
depreciation, a falling stock index, and a crippling shortage of liquidity,
Korea had to initiate a series of reforms to stabilize its volatile financial
market and help its transition from a state-directed economic system to one
that is freer.’ In response to the currency depreciation, there was a
significant decline in the dollar value of U.S. exports to Korea and a
modest increase in the dollar value of U.S. imports from Korea. This
article will examine the crisis, Korea'’s stabilization efforts, and changes
in U.S.-Korea bilateral merchandise trade.

Korea was the world’s 11th-largest economy in 1997 and, after Japan, the most advanced
economy in Asia. Korea had evolved into the world’s largest producer of DRAM chips, the
third-largest producer of automobiles, and a leading producer of consumer electronic
products, steel, and ships. Korea was also the fifth-largest market for U.S. exports and the
eighth-largest source of U.S. imports.

Nonetheless, 35 years of extraordinary economic growth came to an abrupt halt in
November 1997. A U.S. Government official noted four general conditions that severely
limited competition and market access: pervasive government intervention in the economy,
the lack of transparency between the government and Korea’s leading conglomerates, a
poorly supervised and arcane banking system, and “crony capitalism.” These four general
conditions contributed significantly to Korea’s worst economic crisis since the end of the
Korean Conflict.> An official of the International Monetary Fund (IMF) has asserted that
two other, more immediate factors specifically precipitated the crisis of 1997: shortage of
foreign exchange reserves, and the loss of confidence in Korea by foreign creditors. As a
result, in November 1997, the Korean economy entered into a harsh recession, with a

! The views expressed in this article are those of the author. They are not the views of the
International Trade Commission or any of the Commissioners.

2U.S. Department of Commerce, Korea, National Trade Estimates Reports, Asia/Pacific, 1998,
found at Internet address http://www.infoserv2,ita.doc.gov, retrieved July 15, 1998.

3 David L. Aaron, Under Secretary of Commerce, “Dealing with the crisis in Asia,” Business

America, Feb. 1998, retrieved Apr. 23, 1998. |
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currency depreciation, spiraling interest rates, liquidity shortfalls, foreign exchange losses,
and labor unrest.*

The adverse affects of the foreign-exchange crisis have been dramatic. After average annual
growth of 7.5 percent during 1990-96, Korea’s real GDP growth dropped to 5.8 percent in
1997. The full force of the crisis hit in the first quarter of 1998, with a projected 3.8-percent
contraction in GDP for the full year 1998 (table 1).° Korea experienced a collapse in
domestic demand, escalating unemployment, and an overall slump in economic activity.
The Bank of Korea reported that the first quarter of 1998 represented the country’s worst
economic performance in 18 years. Korea’s unemployment rate soared to an 11-year high
at 6.7 percent (1.5 million) in April 1998. Korea’s nominal per capita income had grown
from $82 in 1962 to $8,350 in 1995 and $10,000 in 1996. But it slipped back below $10,000
in 1997; usable gross reserves declined by 68 percent; and benchmark 3-year bond rates rose
from 14 percent to almost 30 percent in 1997.% In the 10-month period ending April 1998,
the Korean won was devalued by more than 40 percent against the U.S. dollar, 26 percent
against the Japanese yen, 37 percent against the Chinese yuan, and 26 percent against the
Taiwan dollar.’

Factors Contributing to Korea’s Foreign Exchange Crisis

In the years following the Korean Conflict, successive Korean administrations, in
conjunction with large family-owned conglomerates (chaebols), adopted an activist state-led
industrialization program that was designed to produce high annual growth rates in a short
period of time.> With government encouragement, the chaebols grew and diversified into
a variety of unrelated capital-intensive industries as part of a plan to shift production to
high-technology products.

4 Stanley Fisher, “The IMF and the Asian Crisis,” speech, Los Angeles CA, Mar. 20, 1998,
found at the The International Monetary Fund Internet address
http://www.imf.org/external/np/speeches, retrieved May 13, 1998.

5 International Monetary Fund, IMF Concludes Article IV Consultations with Korea, press
release No. 98/39, June 19, 1998, found at Internet address http://www.imf.org, retrieved June 19,
1998.

¢ "South Korea Faces Crisis After Leaving Developing World,” Journal of the Group of 77,
Sept./Nov. 1997, found at Internet address http://www.g77.org, retrieved Apr. 23, 1998.

7 Kang Yeoun-sun, “Economy Grows 5.5 Percent in 1997, Lowest in Five Years,” Korea
Herald, Mar. 18, 1998; Lee Kap-soo, “Korea Marks Negative GDP Growth for First Time in 18
Years,” Korea Herald, May 22, 1998; Chun Sung-woo, “Exports Supported by Price
Competitiveness, Ministry Says,” Korea Herald, May 25, 1998; found at Internet address
http://www koreaherald.co.kr, retrieved June 15, 1998.

8 "A Land of Overachievers,” Korea Herald, May 1, 1998, retrieved Jan.4, 1999.
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Table 1
Korea at a glance

Population, 1997(Million) . . . . .. ... e 46
GDP, 1997 (Million dOHArS) . . . . ..« oot et e e e e e e e e 487.5
GDP per capita, 1997(D0ollars) . . .. ... .o e 10,598
Real GDP growth rate: Percent
005 L e 8.9
908 o e 71
107 o 5.8
1008 L e e 1.3.8
External debt: Billion dollars
1905 e s 119.7
08 . ot e 157.6
1907 o e 154.4
Usable gross reserves:
1905 e e e 285
008 . ot e e 29.4
007 o e 9.1
Debt service ratio: Percent
007 o 9.0
Exchange rate: Won per dollar
1905 o e 7747
008 . ot e e e 842.2
1907 o e e 1,960.0
MY 1908 . . ot 1,394.6
Inflation rate: Percent
1005 e 45
008 . ot e e e 5.0
1007 e e 47
Consumer price inflation:
1005 e e e 47
908 .ot e i 4.9
1997 o e e 6.6
Unemployment:
1905 e e 2.0
908 . ot e e 2.0
007 e e e e e e el 2.7

1 Official projection by the Government of Korea.

Source: U.S. Department of State, U.S. Department of Commerce, Embassy of South Korea-Washington, DC, IMF.
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This expansion was bankrolled principally through short-term debt-financed investment.’
The need for bank loans to cover expansion plans grew immensely as the chaebols
globalized. To meet the growing demand for capital, Korea’s banks borrowed heavily from
foreign creditors, including Japan (40 percent), Western Europe (45 percent), and the United
States (15 percent).”® Korean businesses also amassed more than $12 billion in short-term
debt to Japanese banks.!! Reportedly, government policies towards “favored industries” not
only protected them from international competition, but also granted them special financial
and tax benefits.'”?> Government officials had sufficient control over the nation’s banking
system to direct capital to favored industries. According to Korea’s finance minister, “the
government-led development strategy of the last 30 years was effective in mobilizing
production factors for rapid industrialization, enabling Korea to achieve remarkably high
economic growth of over 8 percent per annum.”” In the end, Korea’s emphasis on high
growth rates created unforeseen structural problems in its economy. Observers note that
some delays in Korea’s adoption of a democratic, free-market economy compounded these
problems by perpetuating collusive links between the government and the private sector, and
reinforcing powerful proclivity on part of government to intervene in the market."

With greater economic globalization, Korea’s major corporations reportedly became less
competitive in world markets, effectively making debt-financed growth increasingly
perilous. By the beginning of 1990, Korea’s current account had slipped into the red and
its gross foreign debt had more than tripled by 1996.”° According to the IMF, “Korean
conglomerates undertook an aggressive investment drive financed by large increases in
borrowing from domestic banks, which, in turn, sharply increased short-term external
borrowing. During 1997, an unprecedented number of highly leveraged conglomerates went
into bankruptcy as the buildup in capacity proved unviable, owing to the depreciation of the
won, a sharp decline in demand for Korean exports in Asia, and the slowing of domestic
demand in 1996.”* Often, Government officials reportedly directed the borrowed capital
to favored industries without regard to the borrower’s ability to repay. Access to these funds
accelerated Korea’s globalization efforts, allowing the chaebols with extremely high debt-to-

® Ibid. -

19 Thomas S. Mulligan, “IMF Disburses $2 Billion Payment to South Korea,” the Los Angeles
Times, Dec. 31, 1997, NEWSEDGE, retrieved Jan. 12, 1998.

! Kang Yeoun-sun, “Yen’s Fall Feared to Deal Double Blow to Economy; Exports to Lag,
Shaky Won-Dollar Rates to Delay Recovery,” Korea Herald, Apr. 6, 1998, found at Internet
address http://www .koreaherald.co, retrieved Aug. 31, 1998.

12 Anthony Spaeth, “Biting the bullet,” Time, Dec. 5, 1997, found at Internet address
http://pathfinder.com/ time, retrieved Aug. 20, 1998.

13 Finance Minister Lee Kyu-Sung, Korea’s Economic Restructuring: Progress Report and
Future Plans, May 20, 1998, The Republic of Korea Embassy-USA, found at Internet address
http://korea.emb.washington.dc.us/
new/policy/speech/sppeck.wcgi?92v, retrieved Aug. 20, 1998.

14 nSouth Korea’s New Start,” The Economist, Jan. 3, 1998, retrieved Apr. 23, 1998.

15 Dr. Duck-woo Nam, The Financial Crisis in Korea, 11th Conference of the Korea-U.S.
Business Council in Hawaii, Jan. 9, 1998, found at Internet address http://www.keia.com,
retrieved Aug. 20, 1998.

16 IMF Concludes Article IV Consultations with Korea, IMF, press release No. 98/39, June 9,
1998, found at Internet address http://www.imf.org, retrieved June 19, 1998. 4
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capital ratios to use billions of dollars in short-term funds to finance long-term investment."’

Korea’s chaebols were allowed to operate on narrow profit margins with an almost
inexhaustible line of credit.”®* This almost risk-free expansion eventually put many of
Korea’s chaebols in danger of bankruptcy as they “over-extended and over-borrowed during
Korea’s decades of growth.””® By the end of the first quarter of 1998, the average debt to
equity for Korea’s largest 30 chaebols had grown to nearly 519 percent, up from over 386
percent in 1996, and Korea’s total external debt accounted for approximately 32 percent of
its GDP.*

A series of major bankruptcies, high interest rates, and a drop in Korea’s exports combined
to leave Korea’s banks with billions of dollars in bad debts. As of January 1998, eight
prominent and highly leveraged chaebols, including those controlling Hanbo Iron & Steel
and Kia Motors, and nearly 15,000 small and medium-size firms filed for bankruptcy after
finding themselves no longer able to service their excessive debts.”' The IMF reported that
these bankruptcies “resulted in a severe deterioration in the balance sheets of Korean
financial institutions.”” The Korean Government struggled with the choice of declaring a
debt moratorium or allowing Korea’s banks to default on more than $154.4 billion in
nonperforming loans from foreign banks, 44 percent of which were in the form of short-term
debt.”

These conditions reportedly undermined foreign creditors’ confidence in Korean banks. The
cost of borrowing abroad began torise and it became increasingly difficult for Korean banks
to find new sources of capital. By November 1997, confidence had declined to the point
where foreign banks would no longer roll over maturing debts. According to informed
sources this, in turn, precipitated a massive outflow of capital as wealthy Koreans and
foreign investors began to withdraw their investments from Korean stocks and bonds and
converted their holdings into dollars.>* At the same time, a number of banks, mostly
merchant banks, reportedly faced serious liquidity problems, as well as possible insolvency.

The capital outflow placed severe strains on the Korean central bank’s foreign exchange
reserves as stock prices plummeted and as the value of the won depreciated to record levels
against the U.S. dollar. The evolving financial crises in Thailand and Indonesia, Hong

17 Kevin Sullivan, S. Korea Bows to IMF on Reforms,” Washington Post, Dec. 30, 1997,
NEWSEDGE, retrieved Jan. 12, 1998.

18 IMF Concludes Article IV Consultations with Korea.

1 Sandra Sugawara, “Big Korean Firms Set for Fight,” Washington Post, June 19, 1998, pp.
Cl13.

2 Korea’s Economy Reinvented: Strategy Details and Progress (June 1998), Ministry of
Finance and Economy, Press Release, June 12, 1998, found at Internet address http://kiep.gov kr,
retrieved Sept. 25, 1998.

2 Kevin Sullivan, “S. Korea Bows to IMF on Reforms,” Washington Post. “Editorial:
Reforms and Market Economy,” Korea Herald, June 16, 1998.

2 IMF Concludes Article IV Consultations with Korea.

B Address by Republic of Korea President Kim Young Sam, Nov. 22, 1997, found at Internet
address http://www.foreignaffairs.org, retrieved Aug. 20, 1998.

24 nCredit Crunch Endures Despite Liquidity,” Business Korea, Oct. 1998, retrieved Nov. 13,
1998.
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Kong’s declining stock market, and the banking crisis in Japan exacerbated foreign creditors
trepidations as they reduced credit lines.” As the volume of nonpreforming loans grew
larger, international credit rating agencies downgraded Korean corporate debt issues to
speculative grade and the Bank of Korea was forced to provide the nation’s private banks
with emergency foreign exchange to prevent them from defaulting.?

In late August, IMF officials indicated that the Korean Government introduced a series of
financial stabilization measures and reforms designed to inject liquidity, assist failing
corporations, and boost confidence in its financial system. These measures, however,
proved to be largely ineffective in restoring confidence and slowing the outflow of capital.”’
Korea was forced to request emergency assistance from the IMF in late November 1997
because its usable foreign exchange reserves were nearly exhausted. An IMF-led bailout
was intended to restore confidence and stem the outflow of foreign capital. However,
because these initial measures did not prove to be adequate, the Korean Government was
forced to seek additional assistance from the IMF.

Economic Stabilization Efforts

On December 4, 1997, Korea and the IMF reached an agreement on a “Mexican-style”
economic financial aid and reform package totaling more than $58.2 billion.?® The package
included monies from the World Bank, the Asian Development Bank (ADB), and the Group
of 7 countries, including the United States and Japan (figure 1). The IMF alone pledged to
provide $20.9 billion in the form of a 3-year credit line. The IMF adjustment program
included a variety of restructuring measures designed to raise the confidence of the
international business community in Korean financial institutions, end the massive outflow
of capital from Korea, promote the regeneration of domestic demand, reinforce Korea’s
social safety net, and restructure Korea’s financial and corporate sectors.” The program
was conceived to pare Korea’s current account deficit to less than 1 percent of GDP in 1998-
99, contain inflation at or below 5 percent in 1998, and restrict Korea’s GDP growth to no
more than 3 percent in 1998.%° -

 U.S. Department of Commerce, Korea: Economic Trends and Outlook, National Trade Data
Bank, Country Commercial Guide, Stat-USA Database, found at Internet address http://www.stat-
usa.gov, retrieved Jan. 5, 1999.

2 IMF Concludes Article IV Consultations with Korea.

21 Korea’s Economic Adjustments Under the IMF-supported Program, Presentation by Kunio
Saito, Director, Regional Office for Asia and Pacific, IMF, at the Sogan University/Korea
Economic Daily Conference, Jan. 21, 1998, found at Internet address http://www.imf.org,
retrieved Sept. 16, 1998.

2 IMF Concludes Article 1V Consultations with Korea.

# Chol-Hwan Chan, Governor Bank of Korea, Letter of Intent of the Government of Korea,
IMF, July 24, 1998, found at Internet address http://www. Imf.org, retrieved Sept. 16, 1998.

3% Summary of the IMF Agreement, The Republic of Korea Embassy-USA, Apr. 4, 1998, found
at Internet address:http://korea.emb.washington.dc.us, retrieved Sept. 25, 1998. 6
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In conjunction with the IMF program, the Korean Government reportedly has pledged to
intensify and accelerate additional macroeconomic policy adjustments and structural
reforms long sought by its principal trading partners.’! For example, the Korean media notes
that the Korean Government has proposed reforms to its economy that would have been
considered “unthinkable” before the crisis; these include the closure of insolvent banks that
fail to satisfy the standard capital adequacy ratio of 8 percent set by the Bank for
International Settlement (BIS), the adoption of policies allowing strategic alliances with
foreign firms, creating more transparency between the private sector and government, and
the implementation of new rules governing Korea’s chaebols (table 2).*?

Figure 1
Sourcing of emergency funds for Korea based on IMF Agreement

Percentage
IMF 40.4

World Bank 19.2

Others 13.5

Japan 9.6
(Total $58.2 billion)

Source: International Monetary Fund.

3! Deputy Prime Minister Kang, Economic Turn-Around, The Republic of Korea Embassy-
USA, official speeches, Sept. 22, 1997, retrieved Jan. 5, 1999.
32 "Reforms and Market Economy,” Korea Herald, June 16, 1998.
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Table 2
Specific reforms proposed by the Korean Government

Financial Sector:

Implemented a new purchasing method to enable the Korean Asset Management Corp. (KAMC) to absorb
additional bad loans held by failing banks. The government intends to write off 50 percent of all bad loans by
the end of 1997 and eliminate all bad loans by the end of 1999.

Steps have been taken to develop a stronger, more transparent and globally competitive financial industry,
including voluntary and enforced restructuring through merger and acquisitions. The result of these bank
mergers will be greater capitalization for the remaining banks and increased activity in areas, such as
securities, that are not traditionally a part of bank business. Fourteen insolvent merchant banks have been
closed and 1 suspended; 2 commercial banks were recapitalized and were placed under supervision.

Announced the privatization of 5 state-owned enterprises and their 21 subsidiaries, and the gradual
privatization of 6 other state-owned enterprises.

The trading band in which the won is allowed to float will be increased from 2.25 percent to 10 percent, in order
to better reflect depreciation expectations in the market once the foreign exchange markets are stabilized.
Capital market will also undergo substantial liberalization.

Limits on swap facilities with the central bank will be increased for foreign bank branches in Korea to improve
capital inflow. Overseas borrowing by major public enterprises will be encouraged. Other government
measures to attract new foreign capital include facilitating crude oil imports, granting permission to airlines to
apply a “sale and lease-back” method for aircraft purchases, and considering the issue of treasury bills in the
international financial market. The capital account was substantially opened to foreign investment.

Will require merchant banks to have a minimum capital ratio of 8 percent by June 30, 1999.

The government will release relevant financial data concerning the size and terms of foreign debt and current
size of non-performing assets of domestic financial institutions. Also released will be data on the size of bad
loans held by individual commercial banks.

The short-term interest rate (call rate) was raised from 12.5 percent to 25 percent.

A revised Bank of Korea Act providing for central bank independence was submitted to the National Assembly.
The bill would consolidate supervision of all the banks, including specialized banks, merchant banks, and other
financial institutions, in an agency with operational and financial autonomy needed to deal with the financial
institutions now in distress.

Up to $3.3 billion in trade finance will be provided on commercial terms to small and medium-sized companies.

Institute labor market reform to facilitate the redeployment of labor.

Chaebol (family owned conglomerates):

Improve their capital structure; require chaebol to appoint outside directors.

Chaebol are required to produce combined financial statements beginning January 1998.

Strengthen the rights of share holders, particularly those with minority holdings.

Abolish closely linked relationships between the chaebol affiliates while encouraging independent behavior.
Promote transparency through enhanced disclosure rules, and eliminate cross-debt guarantees.

Institute better insolvency and asset disposal procedures.
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Table 2—Continued
Specific reforms proposed by the Korean Government

Trade liberalization:

+ Set a timetable to eliminate trade-related subsidies and phase out the import diversification program, as well as
streamline and improve the transparency of import certification procedures.

» Reduce the number of items subject to adjustment tariffs from 62 to 38.

+ Fully liberalized foreign investment and foreign exchange transactions. Opened an additional 30 industries to
foreign direct investment; leaving only 31 of 1,148 industries restricted from foreign participation. Allowed
foreigners to own land.

Source: Recent Korean Economic Trends & Status of Structural Reform, speech by Mr. Hoon Shin, Deputy
Governor, Bank of Korea, June 26, 1998, found at Internet address http://www. bok.or.kr, retrieved Nov. 2, 1998.
Republic of Korea Ministry of Foreign Affairs, Ministry of Finance and Economy.

On March 27, 1998, the Korean Government announced that it would use $300 million
provided by the World Bank to help Korean manufacturers aggressively finance and
promote exports. Korea has also received loans from its principal trading partners tied to
its import of raw materials, capital goods, and intermediate goods needed by its export
industries. The U.S. Export-Import Bank agreed to provide Korea with $2 billion in loans
tied to the purchase of U.S. inputs to help maintain Korean imports of U.S. capital goods.
It also raised its short-term export insurance limit to $750 million, increased the number of
eligible Korean banks from 6 to 10, and extended the Credit Guarantee Program for $3
billion ($1 billion in short-term credit and $2 billion in medium-term credit).”* The U.S.
Department of Agriculture’s Commodity Credit Corporation Export Credit Guarantee
Program (GMS-102) is supporting $1.5 billion in U.S. agricultural exports to Korea in 1998
and an additional $50 million in 1999.** The Japanese Export-Import Bank recently granted
$1 billion in import letters of credit to assist Korean importers purchase imports of raw
materials and equipment from Japan.®®> Germany pledged to provide Korea with $200
million in export credits and its Bayerische Vereins bank agreed to invest about $260
million to several Korean commercial banks.*® Likewise, Australia provided a $200 million
credit to fund the purchase of Australian agricultural products.’’

33 "Washington Stepping Up Export Drive to Korea,” Korea Herald, Feb. 4, 1998.

34U.S. Department of Agriculture, USDA Extends Fiscal 1998 GMS-102 Credit Guarantees to
South Korea, Sept. 29, 1998. USDA Extends Supplier Credit Guarantees to South Korea, Oct. 9,
1998, found at Internet address http://www.fas,usda.gov, retrieved Jan. 20, 1999.

35 "Japan to Lend $1 billion to Korea for Import Financing,” Korea Herald, May 25, 1998.

36 Kang Yeoun-sun, “U.S. Extends $2 Billion Loan to Korea,” Korea Herald, June 12, 1998.

37 v Australia to Extend $200 million Credit to Korea,” Korea Herald, Mar. 14, 1997. 9
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Bilateral U.S. -Korean trade

Korea reported that the United States accounted for 15 percent of its total exports and for
22 percent of its total imports during 1997. Total merchandise trade between the United
States and Korea increased by 54 percent between 1992 and 1997, rising from $30.7 billion
to $47.2 billion (table 3). The bilateral trade surplus held by the United States during 1995-
97 appears to be shifting back to Korea’s favor in view of developments in 1998, as Korea
experienced a trade surplus of $4.8 billion through July 1998.

U.S.-Korean trade, 1992-97

(Million dollars)
Jan.-July Jan.-July
1992 1993 1994 1995 1996 1997 1997 1998
US.exports ............. 14,220 14,359 17,499 24,483 24,433 24,287 15,882 8,578
US.imports ............. 16,523 16,986 19,547 24,026 22,532 22,939 13,011 13,396
Tradebalance .. .......... -2,303  -2,627  -2,048 547 1,901 1,348 2,871 -4,818

Source: Complied from official statistics of the U.S. Department of Commerce.

U.S. Exports

After increasing by 72 percent during 1992-95, U.S. exports to Korea declined by an average
annual rate of 0.4 percent during 1995-97 and plummeted by 46 percent during the first 7
months of 1998 compared with January-July 1997 (figure 2). During this period, Korea
reported a jump in import prices by 50 percent, consumer price inflation of 99 percent, and
a decline in household income by between 10 to 15 percent.®® Consequently, by the end of
July 1998, Korea had dropped from the fifth- to the 11th-largest market for U.S. exports.
Despite Korea’s rank, U.S. exports to Korea accounted for only 3.8 percent of U.S. global
exports during 1997. Traditionally, U.S. exports to Korea consisted primarily of capital
goods and equipment, electronic components, aircraft, computers, and raw materials
important to Korea’s export industries (table 4). In 1997, the 10 leading U.S. export
categories accounted collectively for 40 percent of total U.S. exports to Korea. ’

Korea’s demand for U.S. products was adversely affected by a 50-percent devaluation of the
won against the dollar by the end of 1997, declining domestic consumption, a record decline
in investment in new plant and equipment, and the reluctance on the part of local banks to
buy export bills of exchange.*® As of August 1998, letters of credit opened for imports were
more than 43 percent below the November 1997 level.* The Korean press reported that

38 U.S. Department of State telegram No. 003943, “OECD: ERDC Annual Review of Korea,”
prepared by U.S. Embassy, Seoul, July 10, 1998.

39 U.S. Department of State telegram No. 007539, “Korea’s Economic Crisis: What Does It
Mean for U.S. Business?,” prepared by U.S. Embassy, Seoul, Dec. 24, 1997.

% U.S. Department of State telegram No. 005270, “ROK Exports Decline Again in August,”
Prepared by U.S. Embassy, Seoul, Sept. 9, 1998. 10
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Figure 2
U.S.-Korean bilateral trade, Jan. 1997-July 1998
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Source: Compiled from official statistics of the U.S. Department of Commerce.
Table 4
Leading U.S. exports to Korea, by product, 1992-97
(Million dollars)
Product 1992 1993 1994 1995 1996 1997
Electric integrated circuits .......... ... ... .. Lo L. 730 876 1,186 1,541 1,559 2,680
Aircraft, spacecraft,parts .......... .. ... .. . L. 1481 1490 1,674 2,182 2,107 2,161
Computers, office machinery,andparts . .................. 481 548 726 991 1,198 1,297
Medical and scientificequipment . ............. ... ... ... 486 538 733 827 1,117 1,086
Raw hides and skins of bovine or equine animals ........... 539 496 560 648 567 553
Ferroswasteandscrap ............ ... ... ... ... . .. ... 167 180 231 302 388 499
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