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(91 %)
I T N I R R T I
MIA -2.8 2.8/3.0
M= 1.7 -4.2 54 2.7 1.3/1.5 1.4 2.2 1.9 1.6
W= 3.6 -1.7 6.9 4.0 3.9/40  4.2/41 6.5 4.8 4.0
R=2 1.6 -6.1 54 3.5 0.8/09 | 1415 1.8 1.3 1.4
= 6.0 2.2 8.5 3.0 5.2 45 10.7 7.3 4.1
U= -0.4 -4.3 2.1 1.1 1.3/1.4 1.0 0.9 0.9 0.7
A= 1.6 -11.0 7.6 4.0 -0.3 1.0 2.1 2.0 1.4
o= 2.3 -2.8 59 2.1 1.6/1.8 | 1.1/1.0 2.2 2.2 1.8
ok 2.2 -0.7 4.1 2.6 1.5 2.4 4.9 29 2.2
F 1) / Olgt S7l= 20233 78 3 HYL
2) 717tE MEEL CifmHOl
Xt&: IMF World Economic Outlook(2023. 4. 2023. 7)
(82 7 2) IUe| AHXE7t 458 S 2 Y
(2l %)
T 2001-08 | 2011~19
MIA 3.5 3.2 4.7 8.7 7.0 49 43 3.5 4.4
M= 1.4 0.7 3.1 7.3 4.7 2.6 2.2 1.5 2.5
W= 5.1 52 59 9.8 6.5 5.2 6.8 5.2 5.7
%— 1.2 0.3 2.6 8.4 53 29 2.3 1.3 2.7
Ee 2.9 2.5 0.9 1.9 2.0 2.2 2.4 2.5 2.2
U= 0.5 -0.0 -0.2 2.5 2.7 2.2 -0.1 0.6 1.8
G= 1.8 0.9 2.6 9.1 6.8 3.0 1.9 2.1 29
0= 1.8 1.3 4.7 8.0 45 2.3 2.8 1.8 2.5
ok= 0.4 0.5 2.5 5.1 35 2.3 3.3 1.6 2.3
T 7IME AHKE} HSE2 Haldd
A& IMF World Economic Outlook(2023. 4)
(£ H 3) GDP CiH| 714 ¥ 7|¢=AH HIZ
(91 %)

---
2019 101 150 102 104 151
20221105 | 120 | 61 | 158 | 68 ' 118 | 74 | 78 | 57 | 106 84 | 68 | 66 162 | 55 73
Xt&: BIS Statistics

A,
~,
Hr
o%
re
4
rie



U2l ZHIXIE

(85 13 1) 0= 2HIEX 37t
(HY: %)

30
20
) I ‘ | I
1. 11 I I
19.1/4 20874 21.1/4 22174 23.1/4
-10
-20

x: Fd 5] ol

- O

XtZ: FRB of St. Louis Statistics

(82 I 3) 0]2 M2 52
(

ool 109 23)

30
20
) I ‘ | I
. I
19.1/4 20) M 21.1/4 22.1/4 23114
-10
-20

F HA 57| gy

—— O

XlZ: FRB of St. Louis Statistics

(B

j_E_I 5> Dla- Aljl E_lH A |

(2L %)
40

20

0

19-01 19-07 20-0

2207 2301

-20

e

= A 37| oiH| 37 e
Xt2: FRB of St. Louis Statistics

(85 13 2) st= HHIEX 37t
(T2 %)
200
100
0.0
100
200
-300
19-01 20-01 21-01 2201 23-01
B 7| Y B
F: MEA 57| ChHY
X2 =228 RS HAAL
(25 T3 4) st= THIX|
(H2: 2020=100)
200
160
120
80
19-01 20-01 201 220 230
—HEY —i S
X2 228 ARISHAIAL
(RE J3% 6) st= AH| 2|dzid
(21 %)
15
10
5 =

X
5 1t 14

.y Al

A0
A5
TVAEAY —TjAH =K AL
Z: HA 7| | B718Y
A2 SR8 ANSHAIAH

A,
1
Hr
o%
re
4
rie



2= Q| ANKIE
FE I8 7) Ml =& 3718
(T %)

12
8
4 P
0 .

015 2006 2017 2018 2019 0211 20 203
4
-8

—UE AL —4E

Xt=: IMF World Economic Outlook(2023. 4)

-5.0

F ME F7| ThH|Y
XtZ: FRB of St. Louis Statistics

(B2 J8 11) x93 FM>E

(H: %)

22-10

— =0 —0=00d —3S(10E) —L200d)

Rtz SR, ZRSHMAY

(88 18 8)

0
194 201
-20
40
_4\% _¢g|
7 HA 57 iy
Az S22, ZHISHAAR
22 0% 10) 0= M A&E
(T2 %)
g
6
3
o
19-01 20-01 21-01 22-01 23-01
UM 2 20 — kAN A2

= HA 57 oy

Xt&: FRB of St. Louis Statistics

ol

(B T8 12) = Oi0] 22| &g
(H9]: 2018=100)

140
130
120
110

100

90
19-01

19-07 20-01

20-07  21-01 2107 22-01 22-07 23-01

—ﬁ - %% —%'\_—‘_ﬁl —‘N‘__@'—}'l _.ﬁ’_;

Xt&: BIS Statistics

-1
rie



=
2= 2| AHKE
25 13 13) 5= BESAMEX B8 22 721 14) Slowbalization
(T %) (21 %)
30 6
20 4
) I 11 i
0 I . -
0 05 N7 W09 W01 W05 007 019 NN
2011 2013 2018 2019 2020 2021 2022 2317 3T =D ==HA
F ME F7| ThH|Y Z: GDP OiH| 2=QIRHEXL HIEY
g 5= F/1EA= Xt&: OECD Data
22 72 15) 1H0|5I04AH|E HE O3 16) FSMPFUE
(H: %) (TR = 9)
0.6 6 45 53 -55
= Ml et e
04 4 o maY g 2. 760
w19
13 94 417 41
02 ) & 15
364 20 4“3 438 47
0 0
2019.1/4 2020.1/4 2021.1/4 2022.1/4 2023.1/4 ) 21 n B I
—oY(EA) —HE) —42FBRE) —ONIRRE)  HE2UGA) 2l 03 MERE MARED ReSE el
A= a8d=d A2 28U=Y
(82 I8 17) BSUPFUE AXE
(T2l %)
6.0 200
40 el
10.0
20
50
00 0.0
20 2 by VERILS 13.24
= BHHE) 2HHz) —GAHREE)
—HEEHEE) ——dEEdE) -—EEE3)
A= F8d=sE
KiRizd9d+¢



CEO Brief

| 2024 Economic Outlook and Risks

ABSTRACT

In 2024, the global and Korean economies will move towards a new equilibrium
(New Normal Season 2), where the growth rates will be lower, and CPI
inflation and interest rates will be higher than in the New Normal Era. Experts
see rising global oil prices, persistent inflation and high—interest rates, hard
landing of the Chinese economy, accelerated slowbalization, and default
risks on the U.S. commercial real estate sector as external risk factors and
household and corporate debts and default risks on project financing as
internal risk factors.

1. Current Economic Conditions

The COVID-19 outbreak caused the global and Korean economies to deviate from
the previous equilibrium path and experience higher volatility. As the economic
volatility started to decline in 2023, the economies are moving towards a new
equilibrium path. The GDP growth rates significantly contracted immediately after
the COVID-19 shock but rebounded in 2021 due to the base effect. However, the
economic growth has remained subdued in 2022 and 2023, attributable to interest
rate hikes in major countries. The CPI inflation started to slow in 2023 due to
monetary tightening and stable global oil prices.

The slowdown of economic growth, internally and externally, is attributed to policy
interest rate hikes in major countries and the contraction in facilities investment
driven by consumption re—balancing. The acceleration of economic digitalization and
contraction of service demand following the enforcement of social distancing
measures to prevent COVID-19 increased the need for companies to secure
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inventory due to supply chain disruptions and the demand for goods driven by
increased income transfers, consequently leading to facilities investment expansion.
However, starting from the second half of 2022, facilities investment has declined
due to revenge spending on services, demand decrease for goods, inventory
increase, and soaring borrowing costs. Consumption re—balance and facilities
investment reduction decreased the global trade volumes sharply. It severely hit
Korea, which heavily relies on the IT sector.

The CPI inflation fell thanks to stable global oil prices and interest rate hikes.
However, recent voluntary oil production cuts of Saudi Arabia and Russia and the
devastating floods in Libya drive global oil prices up again. On the other hand, the
U.S. Federal Reserve hesitates to lower its policy interest rate because even though
the CPI inflation for goods has dropped to minus levels, the CPI inflation for
services, which includes housing prices, is still high.

The financial markets and the foreign exchange market have retained stability
despite the failures of Silicon Valley Bank and Credit Suisse. Share prices fluctuate
in the major stock markets, mainly influenced by expectations of the Federal
Reserve’s monetary policy stance. The foreign government bond yields show a
co—-movement with the U.S. Treasury yields. Also, the exchange rates of major
currencies against the U.S. dollar are determined by the interest rate differentials
and the expectations regarding the Federal Reserve’s decisions.

2. Economic Outlook for 2024

Global economic growth in 2024 is projected to remain unchanged from 2023. While
exports will rebound slightly following the end of consumption re-balancing,
boosting facilities investment, private consumption is likely to be weak due to the
depletion of household excess savings. However, the Korean economy, highly
dependent on exports, will grow modestly in 2024 compared to 2023, led by
improved exports and facilities investment.
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The CPI inflation is expected to be lower in 2024 than in 2023, driven by continued
monetary tightening in major countries and stable global oil prices. However, recent
fluctuations in oil prices create higher uncertainty about the projection.

In 2024, the global and Korean economies are expected to move towards a new
equilibrium (New Normal Season 2). The global (Korean) GDP growth rates averaged
4.2% (4.9%) during 2001~08, 3.5% (2.9%) during 2011~19, and IMF Forecasted the
GDP rates 3.0% (2.2%) during 2023~28, in other words, the economies will grow at
a slower pace. On the other hand, the global (Korean) CPI inflation averaged 4.3%
(3.3%) during 2001~08, 3.5% (1.6%), and is projected to average 4.4% (2.3%) (IMF
forecast), suggesting that the CPI inflation will be higher in the new equilibrium. In
a nutshell, in the New Normal Season 2, the growth rates will be lower, and CPI
inflation and interest rates will be higher than the previous levels in the New Normal
Era. However, since this protection is based on stable global oil prices, we cannot
rule out the possibility of higher-than—expected CPI inflation and interest rates
driven by volatile global oil prices.

3. Risks

The external risk factors that could weaken the real domestic and global economies
and increase volatility in financial markets are rising global oil prices, persistent
inflation and high—interest rates, hard landing of the Chinese economy, accelerated
‘slowbalization” — which refers to a phenomenon where globalization stagnates, or
international trade weakens - due to inter—country conflicts and protectionism, and
default risks on the U.S. commercial real estate sector.

Internal risk factors that could undermine macroeconomic and financial stability
include high levels of household and corporate debts and rising default risks on
project financing. Korea has the highest household and corporate debt-to—-GDP
ratios among major economies, and those increase rates are also the highest. Also,
the non—performing loan ratios are rising across the financial sectors. Despite the
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Legoland default shock, the outstanding balance of PF loans has not decreased, and

the delinquency rate has been increasing.

Therefore, the financial authorities should remain vigilant and strengthen risk
management to prevent default risks from spreading into systemic risk in the

financial market.

Seong Hun Yun, Senior Research Fellow
shyun@kiri.or.kr
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