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More upside risk to growth?  

 
  

 
 Thursday, May 25, 2017 

 
Highlights 

 The Bank of Korea kept its benchmark rate unchanged at 1.25%, as widely 

expected by market-watchers. It has been a year since BOK adjusted rates (the 

last cut was in June 2016). Importantly, this is also the first meeting since 

President Moon Jae-in took office. In a nutshell, the central bank observes that 

domestic economic growth has expanded, while initial volatility in its financial 

markets seen in the early part of this year has calmed to-date. 

 Encouragingly, the policy-makers cited that growth will likely print slightly 

above its April’s growth outlook of 2.6% for the whole year. In our opinion, 

growth will likely be underpinned by the observable improvement already seen 

Korea’s export and investment numbers, while its labour environment had 

improved given the uptick in persons employed. Still, we remain concerned over 

household debt levels, especially seen from the weak growth pace in domestic 

consumption, while “household lending has sustained its high rate of increase 

exceeding past years’ levels”.  

 We opine that BOK is in no hurry to raise rates, nor does it have any viable 

room to cut rates further given the risk over widening rate differentials and 

exacerbation of domestic debt levels. Inflation outlook appears to be 

manageable with BOK’s view for full-year CPI growth at a mere 1.9% while core 

is pencilled in the mid-upper 1% range. For the year, government fiscal 

expenditure would likely be used as a tool to stimulate growth, should we recall 

President Moon’s campaign promise to inject KRW10 trillion to stimulate growth. 

We leave our GDP and CPI forecast at 2.5% and 2.0%, respectively, while 

expecting BOK to leave rates unchanged at 1.25% for the whole year.  
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in 
whole or in part to any other person without our prior written consent. This publication should not be construed as an 
offer or solicitation for the subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on 
the economy, stock market, bond market and economic trends of the markets provided is not necessarily indicative of the 
future or likely performance of the securities/instruments. Whilst the information contained herein has been compiled 
from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in 
this publication is not untrue or misleading at the time of publication, we cannot guarantee and we make no 
representation as to its accuracy or completeness, and you should not act on it without first independently verifying its 
contents. The securities/instruments mentioned in this publication may not be suitable for investment by all investors. Any 
opinion or estimate contained in this report is subject to change without notice. We have not given any consideration to 
and we have not made any investigation of the investment objectives, financial situation or particular needs of the 
recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is 
accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on 
such information or opinion or estimate. This publication may cover a wide range of topics and is not intended to be a 
comprehensive study or to provide any recommendation or advice on personal investing or financial planning. 
Accordingly, they should not be relied on or treated as a substitute for specific advice concerning individual situations. 
Please seek advice from a financial adviser regarding the suitability of any investment product taking into account your 
specific investment objectives, financial situation or particular needs before you make a commitment to purchase the 
investment product. OCBC and/or its related and affiliated corporations may at any time make markets in the 
securities/instruments mentioned in this publication and together with their respective directors and officers, may have or 
take positions in the securities/instruments mentioned in this publication and may be engaged in purchasing or selling the 
same for themselves or their clients, and may also perform or seek to perform broking and other investment or securities-
related services for the corporations whose securities are mentioned in this publication as well as other parties generally. 
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