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Abstract

From Korea Discount to Korea Premium:
Geopolitical and Geoeconomic Complex Risks and
Responses

Kunsik Hong, Kyoung—sook Kim
(Institute for National Security Strategy)

The sharp fluctuations within the South Korean capital market in 2026 simultaneously
exposed both its latent growth potential and a structural vulnerability to amplified shocks.
Driven by a semiconductor-led rally in the first half of the year, the KOSPI exponentially
surged to the 9,000-point threshold before undergoing a subsequent correction that
dragged the index down to the 6,000 range. This acute volatility demonstrated a market
architecture wherein systemic risk becomes highly compounded by the convergence of
heightened expectations surrounding artificial intelligence, an extreme index concentration
on the semiconductor duopoly of Samsung Electronics and SK Hynix, and market
overheating exacerbated by the introduction of leveraged semiconductor ETF programmes.
This internal vulnerability was further compounded by a structural clash between foreign
divestment and domestic retail purchasing power, alongside exogenous shocks from the
US-Iran conflict that destabilized interest rates, exchange rates, and oil prices.

While structural fragility and corporate governance deficits have long underpinned the
chronic “Korea Discount,” a more fundamental paradigm shift has occurred not in mere
short—term volatility, but in the very nature of systemic risk. Historically, military provocations
from North Korea triggered transient risk premiums; however, contemporary geoeconomic
challenges—including the US-China technological rivalry, stringent export controls, shifting
legal frameworks governing tariffs, substantial domestic investments in the United States,

and supply chain vulnerabilities regarding energy and critical minerals—exert a protracted,
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structural impact on both corporate cash flows (the numerator) and the required rate of
return (the denominator). This evolution does not imply the obsolescence of the North
Korean threat, but rather indicates that whilst geopolitical risks remain ambient, the axis of
gravity has fundamentally shifted towards geoeconomic perils. Furthermore, the divergence
between South Korea's material capabilities and global institutional trust, paired with the
market accessibility constraints highlighted by the MSCI, continues to elevate risk
perception among long—term institutional investors. Consequently, transitioning towards a
“Korea Premium” necessitates a synchronized, tripartite strategy: securing institutional reliability,
strategically leveraging bottleneck technologies and supply chain resilience as national assets,

and accumulating sovereign trust capital through deep ROK-US geoeconomic cooperation.

Keywords: Korea Discount, Korea Premium, Geoeconomics (Geoeconomic), US-China Technological

Rivalry, ROK-US Economic Security, Market Accessibility, Sovereign Trust Capital
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