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TOP STORY
Foreigners Increase Loan Transaction Redemptions by Over 20 Percent in May

Foreign investors who had been in determined sell-off mode of their loan transaction stocks on the Korean bourse late last year and early this year are grimacing with the recovery of KOSPI (Korea Composite Stock Price Index) to the 1,800 mark in May. 

Even earlier this year, foreigners had sold off loan transaction stocks borrowed from Korea, betting on the fall of Korean shares.  However, with Korean shares eventually rising, supported by domestic institutional investors, foreigners are busy repaying those loan transaction stocks even taking apparent losses. 

Accordingly, the Korean bourse saw the third largest net foreign buying this year on May 15, analyzed to stimulate further rise of share prices. 

According to the Korea Securities Depository (KSD) and Korea Securities Dealers Association on Thursday, the repayment volume of loan transaction stocks leaped from 183 million shares in January to 247 million shares in April.

From March 28 to April 24 when the KOSPI rambled near 1,700, a daily average redemption on 11.08 million shares was made but since April 25 when KOSPI hiked to 1,800, a daily average of 13.38 million shares has been redeemed.

With the KOSPI’s recent climb to 1,800, foreigners increased repayment on loan transactions by 20.8 percent, even willing to take on losses.

Compared to the daily average of 6.4 million shares repaid earlier this year (January 11-18) when KOSPI was in the 1,700s, their redemption rate has more than doubled. 

KSD official said, “It was found that the pay-off volume was higher than newly generated loan transactions on May 15 alone.”

[Dong-eun Lee / KHS]
EDITORIAL

Gloomy Reality of Korea’s Education Salient on Teachers Day

President Lee Myung-bak told in a letter to 280,000 teachers across the nation on May 15 Teacher’s Day that teachers would take an active role in raising the global competitiveness of domestic education and straightening public education.

It is needless to say that the role of teachers who are the providers of education is an absolute for improving its quality.  However, it is doubtful whether domestic educational system is in fit shape to implement President Lee’s such request.  Grave distrust in public education among the Korean people has led the private education sector into astounding prosperity, burdening parents with exorbitant education expenses.

As matters stand, however, it is a pity that the nation still fails to build an adequate system to better the quality of the education it provides.  By the same token, it is hard to understand that the National Assembly finally rejected a revised bill on the Elementary, Junior School Act including the legal basis to run a teacher evaluation system -- which can actually contribute to upgrading the quality of teachers. 
The bill drifted over a year and a half since its introduction in the National Assembly that was just busy studying the face of teachers’ associations and it is now doomed to be discarded automatically with the closing of the 17th Assembly.

None other than teachers should be sensible of their responsibility for the situation.  Teachers’ pledge to reform would end in vacuity without accepting the critical system which puts teachers with ability and zeal before those without.

[Translated by Sun-young Park / KHS]
ECONOMY
Housing Supply to Drop 20 Percent; Prices to Up 6.5 Percent This Year

An analysis projected on Thursday that domestic housing supply will decrease 19.9 percent this year in comparison to the average annual supply for the past four years and such a decrease in supply will consequently push home prices upward by 6.5 percent.

Considering that a supply decrease leads to a price advance generally at an interval of about nine months, the analysis indicates that a price hike triggered by a short supply is much likely to loom within this year.

Kwon Joo-an, a researcher at the Korea Housing Institute, asserted as such in his report to be presented at the May 16 forum hosted by the Korea Housing Institute and the Construction & Economy Research Institute of Korea where measures to improve housing regulations in order to normalize housing supply will be discussed.

Kwon said in the report that domestic constructors who are members of the Korea Housing Association planned to supply 306,000 homes yearly on average from 2004 to 2007, but the figure for this year is forecasted to stay around 245,000.  A short supply will inevitably lead to price fluctuations though the time is fluid according to the market situation, he added.

Kwon additionally asserted that a price cap on the new apartment supply should be mended or abolished at all, to normalize housing market function.

[Sun-young Park / KHS]
1 Year Delay of KORUS FTA Ratification May Cost 15 Trillion Won 

Strategy and Finance Minister Kang Man-su called for a swift ratification of the KORUS FTA on May 15 stating, “If the effectuation of the KORUS FTA is delayed a year, around 15 trillion won loss will incur based on the estimation of the Korea Chamber of Commerce & Industry.”

Minister Kang participated in the 10th National FTA Countermeasure Committee held at the Palace Hotel this day and disclosed in his opening speech, “Ratification of the KORUS FTA is balked by misunderstandings surrounding U.S. beef and mistakes on the part of some government ministries.”

Kang assessed, “KORUS FTA is considered the best achievement by the past government.  The world economy has slithered into a phase of slowdown after a decade of prosperity and the KORUS FTA is an opportunity to surmount various difficulties ahead of us.”

He forecasted, “As the first free trade agreement between world’s largest market U.S. and Asia, KORUS FTA will resolve Korea’s economic difficulties caused by the nation’s sandwiched situation in Northeast Asia.  In particular, it will serve as a springboard for Korea to upgrade its economy which is currently losing its share in the U.S. market.”

Meanwhile, the FTA Countermeasure Committee discussed on Korea’s ratification trends and measures for KORUS FTA as well as America’s ratification trends, Korea’s supplementary measures and the U.S. beef import situation and its countermeasures.

[Dong-eun Lee / KHS]
Korea Ranks World’s Bottom in Labor Productivity for 6 Years

Korea’s labor productivity dipped as the world’s lowest for the sixth consecutive year, a massive obstacle to uplifting national competitiveness.

According to the Ministry of Labor’s analysis of the World Competitiveness Yearbook 2008 published by Switzerland’s IMD, Korea’s labor productivity ranked bottom of the survey of 55 nations.

Moreover, Korea’s ranking plunged from last year’s 45th to 54th this year in regards to the impediment degree placed on corporate activity by labor regulations, underscoring the necessity to improve related policies in order to upgrade Korea’s labor market competitiveness. 

Although Korea stuck in the world’s lowest in labor productivity, it scored high for chief items on the employment index. 

Korea once again topped the list again this year for long-term unemployment rate while its unemployment rate upped from 8th in 2007 to 4th.  Youth unemployment rate ranked 12th, the same as last year. 

Meanwhile, Korea climbed four rungs from last year to 36th in productivity and efficiency, which reflects the contribution of each laborer to national GDP. 

[Dong-eun Lee / KHS]
Korea’s Science Competitiveness Makes Global Top 5

South Korea’s science competitiveness made debut as one of the world’s top 5.

According to the World Competitiveness Yearbook 2008 published by IMD (International Institute for Management Development) based in Switzerland, South Korea ranked 5th in science competitiveness and 14th in technology competitiveness among the 55 nations surveyed, the Ministry of Education, Science and Technology announced on Thursday

South Korea’s competitiveness in science upped two notches from last year’s 7th, recording the highest rank since IMD has begun to collect such statistics in 1989. However, the nation’s competitiveness rank in technology declined eight notches from last year -- steady decline since it has ranked second in 2005.

South Korea’s national competitiveness ranked 31st, down two steps from last year -- IMD cited the declining competitiveness in government’s efficiency (37th) as the main factor for the downgrade. 

The Ministry of Education, Science and Technology said that it plans to increase the nation’s R&D investment-to-GDP ratio to five percent and expand the government’s investment for R&D to 1.62 trillion won by 2012.
[Eun-jung Kim / KHS]
COMPANIES
Samsung-LG to Cross Purchase TV Panels
Samsung and LG have decided to cross purchase TV panels.

The Ministry of Knowledge Economy announced such a plan on Thursday at “Development Strategies Briefing & Resolution Convention for Display Industry,” jointly held by Korea Display Industry Association (KDIA) at JW Marriott Hotel Seoul.

Firstly, beginning this July, Samsung Electronics’ VD (Visual Display) division is to buy LG Display’s 37-inch modules and LG Electronics is to buy 52-inch modules manufactured by Samsung Electronics’ general LCD division. 

Vice Knowledge Economy Minister Lim Cha-min said, “As competition among Northeast Asian nations including South Korea, Japan and Taiwan is intensifying, we need to concentrate our effort and capability on the equipment, component and material sectors. Cooperation among conglomerates is expected to inspire collaboration among SMEs and ultimately strengthen our industry’s global competitiveness.”
Currently, Samsung Electronics imports 60 percent of panels in 32-inch, 37-inch, 40-inch, 46-inch, 52-inch from Taiwan; particularly the entire quantity of 37-inch panels comes from Taiwan. LG Electronics imports 34 percent of panels in 32-inch, 37-inch, 42-inch, 47-inch, 52-inch from Taiwan.

The Ministry of Knowledge Economy prospected that once the Samsung-LG cross-purchase agreement is formed, the nation’s trade balance will improve as imports would be fulfilled by domestic consumption, and domestic investments will be promoted by the increase in trade among domestic companies.
[Eun-jung Kim / KHS]
KDB Wavering in Selection of Daewoo Shipbuilding Sale Manager

Korea Development Bank (KDB) which plans to sell its stake in Daewoo Shipbuilding & Marine Engineering is wavering in the process of selecting a manager for the sale.

KDB has demanded Goldman Sachs -- which had been chosen as the preferred bidder to become a manager for the sale -- add to the contract a clause to the effect that Goldman Sachs will take full responsibility for a possible conflict of interests in relation to the firm’s investing in a Chinese shipbuilder, the state-run bank said Thursday.

KDB is set to decide on its position on the matter after waiting for a response from Goldman Sachs by this week.

A KDB official said, “It is not decided yet whether we will dismiss Goldman Sachs from the top candidate for manager for the sale if it turns down our demand.  In a case where Goldman Sachs is not selected as the manager after all, we will turn to the next candidate or may conduct the sale process on our own via KDB’s internal M&A team.”
KDB’s drastic change in its position contrary to its previous assertion that “there is no particular problem” concerning the Goldman Sachs situation was understood as a countermeasure against the feasibility of a conflict of interests which has been continuously raised by market insiders and a growing rumor that Goldman Sachs had been chosen as the preferred bidder because of the firm’s connection with some high-ranking government officials.

However, some critics say there is also a problem about KDB’s way of dealing with the matter as it picked Goldman Sachs which had aroused the same kind of controversy during the Jinro sale process in the past without foreseeing such possible outcome as this and has belatedly taken action only after public criticism was voiced.

[Sun-young Park / KHS]
STX and Masan City Strike Agreement for Plant Establishment

STX Heavy Industries reached an agreement with Masan City to construct a shipbuilding facility plant on the reclaimed land at the Sujeong bay in Gusan subdivision county of Masan City.

STX Heavy Industries and the Sujeong New Town Promotion Committee concluded an “Agreement on Industrial Complex Development in Sujeong” at the Masan City Hall on May 15; the agreement was finally made in seven months after a series of clashes with several opposing residents.

The recent agreement however, was still tagged with a condition that the consent of all residents in the region must be received by May 30. 

In the recently concluded agreement, the phrase “Sujeong New Town Promotion Committee must receive full consent from the residents via objective procedure and submit it to STX Heavy Industries by May 30” was inserted as per STX’s request. 

Such condition was added due to STX’s fear that residential oppositions could continue even after the plant is under construction.
An official from STX explained, “The initial plan was not to push through with the project if there is any opposition from the residents.  However, considering Masan citizens’ adamant requests, a conditional agreement was contracted.”

Meanwhile, a number of residents are still persistent with their firm disagreements, forecasting slight difficulty in receiving the full content from the residents by the end of this month.

[Dong-eun Lee / KHS]
Hyundai-Kia Automotive Group to Foster Global Talents

Hyundia-Kia Automotive Group is set to foster students into global talents in an effort to fulfill its social responsibility.

Hyundia-Kia Automotive Group hosted its “First Social Responsibility Committee” chaired by CEO Jung Mong-gu on Thursday at its headquarters located in Yangje-dong, Seoul and made the final decision to send 1,000 students to foreign countries on “Happy Move Global Youth Voluntary Team” and recruit 500 university students for internship. 
The group said applications for the youth voluntary team will be accepted from May 19 and additional 500 students will be selected in the November second round.

The youth voluntary team will be sent to China, India, Turkey and Slovakia and perform voluntary works for causes such as environment, local welfare and medical treatment. 

The group has also decided to expand the internship program for university students seeking employment by first recruiting 100 interns for Hyundai Motor and additional 400 interns to have a total of 500 interns working for the entire group this year. 

[Eun-jung Kim / KHS]
GENERAL
Government Plans to Build AI Vaccine Production Facility

The government has decided to establish a facility that can produce vaccines for around 20 million patients per year and secure 400 sickbeds by next year in an attempt to prepare for AI human infection.

The Ministry of Health, Welfare and Family Affairs said on Thursday that it will promote the “Prevention Measures for Human Infection of AI” such as expanding anti-virus medicine reserve, building a vaccine-producing facility and securing additional detention sickbeds to prevent further human infection and proliferation of AI. 

Such measure was announced amid the growing concerns over AI human infection due to the outbreak of bird flu in the nation’s 40 poultry farms until last Tuesday and as 14,718 people including workers at poultry farms and those engaged in slaughter are exposed to AI.

Accordingly, the Ministry of Health, Welfare and Family Affairs has decided to construct the bird flu vaccine facility in Hwashun located in Jeolla province by next year and expand the number of sickbeds from 90 to 400.

The ministry also plans to secure anti-virus medicine for 10 million patients by 2012.

[Eun-jung Kim / KHS]

MLTM Appoints 5 Extra Reform Promotion Pilot Zones

Additional five renovation promotion pilot zones will be selected this year where the relatively “lagging” areas in urban centers can be refurbished with subsidies from the national treasury. 

The Ministry of Land, Transport and Maritime Affairs (MLTM) stated on May 15, “Five more renovation promotion pilot districts will be designated within the first half of this year.  Designation process will be complete within next month once each city and province voluntarily submits its candidate areas.”

Each city and province in Korea can select a candidate location and submit a business plan that includes the site’s location, size as well as the business type, period, manager, method and occupancy capacity by the end of this month for the MLTM to screen. 

A renovation promotion pilot district is different from a regular renovation promotion zone in that 600-700 million won worth subsidies are provided by the national treasury instead of the city or the province conducting the project with own expenses. 

However, much like the normal renovation promotion areas, pilot districts can also pull up the floor area ratio to a maximum 50 percent permitted under the national land plan act while receiving no restrictions in the number of floors for buildings in the second type general residential area. 

Currently there are 53 zones in Korea that are designated as renovation promotion zones and 8 of theses were pilot districts, subsidized by the government.  

[Dong-eun Lee / KHS]
Public Institutions to be Given Autonomy in Salary Determination
The government has decided to bestow public institutions complete autonomy in setting the salaries of their employees. Such a plan is drawing attention since it counters the fundamental principle of the Participatory Government to mediate the high salaries of workers at public institutions.

An official from the Ministry of Strategy & Finance on Thursday said, “The government shouldn’t control the salaries of employees at public institutions. It is better for public institutions to autonomously set the wages of their workers considering their own management conditions, profitability and consensus.”

The official continued, “Since the salary levels of employees at public institutions are currently disclosed via the Public Institution ALIO (All Public Information In One) System, if institutions raise salaries excessively, they could be prone to public criticism. And this does have a significant meaning to the decision of salary disclosure.”
However, the government has decided to expand the weight of bonus in the salary as a means to instill private sectors’ management efficiency in public institutions.

An official from the Ministry of Strategy & Finance said, “The ministry is revising the plan to significantly increase the current 10 percent weight of bonus payment. If the bonus payments are raised, the salary gap among the employees at the same institution will considerably grow, thus we should carefully review the extent of increase in the bonus payment weight.”
[Eun-jung Kim / KHS]
Traders with Illegal Market Behavior Record to be Ousted
Those who are involved in unfair trading activities such as stock price manipulation and insider trading will be restrained from dealing on credit and getting an employment with securities firms, the financial supervisory authorities said Thursday.

Kim Jong-chang, governor of the Financial Supervisory Service, revealed in his keynote address at the capital market annual meeting hosted by U.K-based financial magazine Euromoney Korea at the Grand Hyatt Seoul on the morning of May 15 that FSS is devising comprehensive measures to eradicate unfair trading practices in the domestic market in order to radically improve the health of the market.

FSS is set to allow all securities companies to share information about securities-related offenders, who will be consequently restrained from dealing on credit as well as taking a job at securities firms.  Those who have ever been engaged in an ill-intentioned securities order will also be banned from sale of stocks on consignment.

In addition, FSS plans to demand that communications firms present phone records of suspected unfair traders when the need arises and impose a fine on securities-related criminals.

[Sun-young Park / KHS]
FKI Consultancy to Small Businesses Pulls off a Coup

“Management Doctor” program operated by the Federation of Korean Industries (FKI) in which retired CEOs of big firms provide tailored management intelligence to small businesses was reported to be fructifying good results.

FKI said in a report on May 15 that its “Management Doctor” model project which has been carried out onto three enterprises in collaboration with Samsung Electro-Mechanics for the past nine months since February 2007 has delivered tangible achievements as those firms actually increased their revenues and profits.

In detail, “A” firm which was given management consultation via the program has reformed its strategy and business and established a foothold to boost its five new key products.  As a result, the company has turned a loss of 200 million won into a profit of 300 million won and the added value per worker has risen from 70 million won to 100 million won.

“B” firm has newly formulated a manual for its personnel system and succeeded in making an overseas business contract; “C” firm saw its sales advance by 25 percent and its overseas markets grew.

An official of the Center for Large and Small Business Cooperation at FKI said, “When the Management Doctor program gets into its stride, it will eventually contribute to the reinforcement of small businesses’ capability and job creation.  In order to do so, we plan to transmit the program to enterprises associated with ten major conglomerates this year.”
[Sun-young Park / KHS]
NEWS BRIEFING
Survey: U.S. Economy Tops Competitive Ranking

The United States topped world competitiveness rankings for the 15th straight year, but its economy is showing the same signs of weakness that sank booming Japan in the early 1990s, according to an annual survey released Thursday.

Asian tigers Singapore and Hong Kong ranked just behind the U.S., as they did last year. Switzerland jumped two places to fourth, while Luxembourg rounded out the top five most competitive national economies, said the World Competitiveness Yearbook.

The study lists 55 economies according to 331 criteria that measure how the nations create and maintain conditions favorable to businesses.

The U.S. position was cemented by its domestic economy, which is the world’s strongest, topping all others in its amount of investments, stock purchases and commercial service exports. The U.S. also ranks as the easiest place to secure venture capital for business development and dominates all other economies in key technology criteria such as computers in use, according to the report.

The 2008 report says there are parallels between now and two decades ago, and Japan’s competitiveness seemed unassailable, with a strong domination in economic dynamism, industrial efficiency and innovation.

Japan’s decision-makers were bureaucrats or politicians who reacted too slowly. The U.S. administration, by contrast, is full of business and financial experts that know when things need to be shaken up.

Rounding out the top 10 most competitive nations were Denmark, Australia, Canada, Sweden and the Netherlands. Slovenia rose eight places to 32nd -- a jump matched by Poland, which is now 44th. Greece slipped the furthest, six places down to 42nd.

China and India both dropped two places in the report, to 17th and 29th, respectively. Russia fell four spots to 49th.

Venezuela was ranked last for the third year in a row, immediately preceded by Ukraine, South Africa, Argentina and Indonesia.

[KHS]

General Electric Looks to Sell Appliance Unit

General Electric Co is looking to sell its appliance unit in an auction that could bring in $5 billion to $8 billion, The Wall Street Journal reported on its Web site on Wednesday.

While GE’s appliance unit, which makes refrigerators, stoves and other so-called “white goods,” is one of its most visible to consumers, the business made up about 4 percent of the Fairfield, Connecticut-based company’s $173 billion in revenue last year.

But it is dear to some of the Fairfield, Connecticut-based company’s employees and retirees, one of whom pleaded with Chief Executive Jeffrey Immelt at the shareholders’ meeting last month not to sell the unit.

Under Immelt, GE has worked to shed slower-growth businesses including the company’s plastics unit, where Immelt spent the early part of his career. It sold that business, last year to Riyadh-based chemicals company Saudi Basic Industries Corp 2010.SE in an $11.6 billion deal.

But the pressure has ramped up since the company stunned Wall Street last month with an unexpected drop in quarterly profit. That news punished GE’s shares, which are now down about 12 percent for the year, a far deeper decline than the 3 percent slide of the blue-chip Dow Jones industrial average, of which GE is a component.

GE has also put its U.S. private label credit card and Japanese consumer lending units on the block.

[KHS]
For questions or comments, please contact 82-2-2000-2273 or e-mail maeilnews@mk.co.kr
Readers’ contributions of opinions and ideas are all welcomed. 

Please post your name and contact information when submitting your contributions.
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