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Abstract

A Storm in a Teacup or an Economic Tsunami:
Causes and Outlook of the Recent Surge
in North Korean Market Exchange Rates and Prices

Lim Soo-Ho
(Institute for National Security Strategy)

The surge in North Korean market exchange rates and prices, which began in the second
quarter of 2024, has continued for two full years. As of the first quarter of 2026, the won/
dollar exchange rate, won/yuan exchange rate, and rice price have risen by 377.2%, 329.7%,
and 251.5%, respectively, compared to the first quarter of 2024. This marks the third
instance of a prolonged price surge since the establishment of market systems in North
Korea.

Regarding exchange rates, the causes lie in the depreciation of the won due to currency
expansion, market supply and demand imbalances caused by policy contradictions, and
private sector expectations and speculative demand for foreign currency. As for refined oil,
the causes appear to be the surge in exchange rates coupled with reduced market supply
due to crackdowns. As for food items(rice and corn), the causes appear to be the depreciation
of the won relative to the real assets due to currency expansion, increased inflationary
expectations and speculative demand, and a decrease in market supply resulting from
crackdowns on grain trading.

Given that the core cause of the recent surge in exchange rates and prices is the depreciation
of the won against foreign currency and real assets due to currency expansion, it is highly
likely that this upward trend will continue for a considerable period. Furthermore, with speculative
demand for foreign currency and real assets remaining in the market, the authorities” market

controls are highly likely to actually accelerate the skyrocketing of exchange rates and
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prices. From the perspective of the North Korean economy as a whole, there is an increasing
possibility that foreign currency and goods from the state—run sector will flow into the
market or exit trade, following “price signals.” Consequently, the food situation for North

Korean residents is also expected to worsen, particularly among the non-rationed classes.

Keywords: Inflation, currency expansion, speculation, supply and demand imbalance, market

versus state-run distribution
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