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US-South Korea trade deal reached,
stabilising USDKRW
The US and South Korea reached a broad trade deal, keeping
reciprocal tariffs at 15%, including on autos and parts, and committing
$350 billion in investment in the US. Risk assets rose, and the USDKRW
fell to 1420 from 1435

Trade deal reached earlier than expected
The US and South Korea reached a trade agreement during the Asia-Pacific Economic Cooperation
summit. Markets had anticipated a longer negotiation process due to differences over US
investment terms. The agreement specifies a 15% sectoral tariff on autos, as well as Korean
investment in the US totalling $350 billion—$150 billion allocated to shipbuilding and $200 billion
provided in cash over the next 10 years.

The big gap in US investment was a major factor holding up the deal. The fund will be financed via
a combination of direct investment, loans and guarantees. Of the total, $150 billion will be
allocated to Korean shipbuilders working in the US. And $200 billion will be paid in cash, capped at
$20 billion per year. Korea added a condition that it may adjust payment timing and amounts
based on market conditions.
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The $20 billion figure had already been cited several times, including by Governor Rhee in
parliament, who stated that annual FX market impacts would be minimal, up to $15–20 billion. So,
markets welcomed the details of the deal.

USDKRW to gain, some volatility expected surrounding Fed
decision
Sealing the 15% tariff and greater certainty about the funding structure helped relieve pressure on
the KRW. We believe that better terms for Korean bio/pharma and semiconductors also lifted
market sentiment.

After the news, USDKRW gained almost 0.9%, falling from 1,435 to 1,420 late yesterday. Hawkish
Federal Reserve comments limited KRW's further gains this morning, hovering around 1,420-1,425.

But we expect the USDKRW to trend down to 1,400 by the year-end. Although market
expectations on the Fed’s December cut have fallen, ING continues to remain in favour of the
December cut. If we are right, the downward move may persist.  A more stable KRW could give the
Bank of Korea greater flexibility in its monetary policy. We still believe that housing market trends
should be closely watched, but a stronger KRW could support the BoK’s easing stance.

Also, even if the funding can be digested with interest income and FX reserves, as the BoK argued,
we expect to see an increase in dollar-denominated bond issuances. Also, structurally strong
demand for the dollar should limit the downside of the USDKRW in the longer term despite the
narrowing rate gap between the US and Korea. We expect the USDKRW to reach 1,350 by the end
of 2026.

USDKRW is likely to gain as won specific risk factors reduce
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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