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South Korean exports rise on strong chip
demand, but slowdown looms
Strong chip demand helped South Korean exports overcome US tariffs
in April. But with trade-war headwinds mounting, overseas shipments
are poised to lose momentum. Even if chips and ships outperform, the
broader economy will suffer
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Higher than expected
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Korean exports rose in April thanks to strong chip demand

Source: CEIC

South Korean exports unexpectedly rose to 3.7% year on year in April (vs revised 3.0% in March,
-2.0% market consensus) amid strong demand for chips. Exports were also partly boosted by
favourable calendar effects. Adjusting for workday effects -- April 2025 had one day more than
April 2024 -- the average daily exports dropped 0.7% in April (vs 5.3% in March). Thus, export
momentum is clearly weakening.

Korean export data shows US tariff are biting
By category, chips and mobile devices gained notably by 17.2% and 26.5%, respectively. DRAM
prices rebounded, with High Bandwidth Memory (HBM) exports showing particular strength. Chips
are exempt from the US tariffs, but strong demand for artificial intelligence (AI) technology also
helped power April gains. By contrast, car exports declined 3.8%. Combustion vehicles and
electronic vehicles fell, while hybrid vehicles have risen 14 months in a row.

By destination, exports to the US dropped 6.8% in April, with notable declines in cars and general
machinery. Cars are subject to 25% tariffs from April; other items to 10% tariffs. Meanwhile,
exports to China rebounded 3.9%, the first jump in four months, led by strong chip exports.

Import data suggests rebound in equipment investment in
current quarter
Imports dropped 2.7% YoY in April, mainly due to falling global commodity prices. Energy imports
were down 20.1%, yet non-energy imports, including chipmaking equipment, rose 2.4%.

GDP outlook
With the contraction of first-quarter GDP, which fell 0.2% quarter on quarter, we lowered our 2025
annual GDP forecast to 0.4% YoY. For the near-term growth, we expect 2Q25 GDP to rebound 0.2%
QoQ, seasonally adjusted, avoiding a technical recession.

We expect domestic components rather than external demand to be the main driver of the
recovery. Easing political uncertainty at home and more assertive fiscal spending will help
domestic growth. Today’s strong data on equipment imports supports our view that equipment
investment will rebound in the second quarter. Global demand for chips (particularly high-end
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chips) has been stronger than expected. This partly reflects the tariff exemption. Demand will
remain strong for a while, given expansionary AI investment plans. Thus, this is likely to offset
some of the negative impact of the US tariffs. We expect exports to decline in the current quarter.
But the trade balance will remain in surplus as imports decline faster than exports. Depending on
the US-Korea trade deal and the size of the supplementary budget,  our GDP forecasts risks are
open for both sides.
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