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2. Growth Trend

x 2 KO e a0/s rgr-owthoinalsiiiiihiere n-uomnm

Growth Trends: Korea and the World

(%)
15

10 | — K orea = =-World

80 85 90 95 00 05 10 15



2. Growth: Trend: Accounting

<Al Sicomponents (labor, capitaly I FP) have decelerated.

Growth Accounting of Korea

GDP (A+B+C) Capital (A) Employment (B) TFP (C)
1981~1990 9.9 4.1 1.7 3.6
1991~2000 7.0 3.8 1.0 1.9
2001~2005 4.7 21 1.0 15
2006~2010 4.1 18 0.5 18
2011~2015 3.0 14 1.0 0.5
2016~2020 1.7+? 11 0.6 ?
2021~2025 1.3+?7? 1.0 0.3 ??
2026~2030 0.7+?2?? 0.8 0.1 ???
2031~2035 0.2+7?7?7?7? 0.6 -0.4 ??7?7?
2036~2040 0.0+?2???? 0.5 -0.5 Ydddds

Source: Kwon (2017)



2. Growtn ‘ Trend:

Accatunting

< Extremely low fettility rate: C - [abor contractionin future
< High'capital to outpuit ratio) C - steady statelin future
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2. Growth Trend: Efficiency

= IEP S the only source of:growth [left for Korea

* - However, its future prospect does not seem rosy.

A Technology gapvis-a-vis the frontier will narrow as Korea converges.
A Demographywill age, hampering TFP progress.

A Improvement of institutions to achieve more efficient resource allocatjon

is the key factor that Korea should rely on.




2. Growth Trend: Efficiency

=< Evidences on allocation-efficiency are not encouraging.

A Labor mobility has been significantly lowere(Kwon and Kim (2014) )
A Financial market efficiencyis eroded by zombies. (Jeong (2014))

A Product market efficiency has been declining. (Oh (2017))




Similarities

3. Japanization?-

x> Some fundamentals of Korea 'are similarto those of:Japan
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3. Japanization?: Similarities

x> Some fundamentals of Korea 'are similarto those of:Japan

A Industrial structures are similar(Note SITC 7 industry)

Revealed Comparative Advantages

3 Canada 5 Japan . United Kingdom
1 A 1 1
0 - 0 - 0 -
01 23 456 7 89 01 2 3 4506 7 8 9 0123456 789
2 Germany 3 Korea USA

01 2 3 456 7 8 9 0123456 7 89 01 2 3 456 7 89



3. Japanization?: Similarities

x> Some fundamentals of Korea 'are similarto those of:Japan
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3. Japanization?: Differences

= Wil Kerea fall inta: chrenic.aefiation as iniJapan?

A Recent data, however, send a relieving signal.
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3. Japanization?: Differences

x The pace of disinflation was milder in Korea,

A while inflation has been lowered to a worrisome level since 2013.

CPI Inflation Rates



