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Korea’s Recent Political Turmoil Does Not Pose
Significant Near-Term Credit Risks

CareEdge Global does not expect the current political turmoil in the Republic of Korea (Korea),
rated CareEdge AA- (Unsolicited)®, to significantly impact the sovereign’s credit profile in the
near term. However, prolonged political uncertainty could increase risks to economic growth,
investor confidence, and liquidity in the financial markets.

The Republic’s brief encounter with martial law and its subsequent revocation reflects the
country’s political fault lines, as well as its institutional resilience that has helped in maintaining
stability. The government and the central bank acted swiftly to stabilise the markets and
restore confidence. The finance ministry committed to providing unlimited liquidity to support
the financial markets, which were negatively impacted by this political unrest. The Bank of
Korea also indicated that it was ready to take all necessary measures to ensure market
stability.

Korea has faced political crises in the past decades, including coups, assassinations and
impeachments, yet these events have not hindered the country’s overall economic
development. However, the recent event indicates a fractured political environment in the
country. Other developments, such as the 2022 Legoland default in Gangwon Province, where
the local governor initially refused to honour a debt guarantee, have raised concerns about
institutional reliability. Despite these weaknesses, the government’s ability to respond quickly
to crises highlights the strength of Korea’s institutional framework.

The recent political turmoil does not appear likely to significantly alter Korea’s credit outlook,
as its gross general government debt levels remain low (around 51% of GDP in 2023, as per
the IMF World Economic Outlook, October 2024) and debt affordability is strong. Furthermore,
Korea's low external debt (around 39% of GDP in 2023) reduces the risks from exchange rate
fluctuations in terms of debt servicing perspective. While political instability remains a key risk
to monitor, it is unlikely to have a substantial impact on Korea’s debt sustainability, unless it
severely disrupts investor sentiment, economic activity, or the budgetary balance.

Please refer to the following link for the previous detailed rationale Click Here

* Long Term Foreign Currency rating



https://www.careedgeglobal.com/upload/RatingReportPDF/Rationale_Korea.pdf

__J
Care=zdge
|
GLOBAL RATINGS
A subsidiary of CARE Ratings Limited

Analytical Contacts
Mihika Sharma
mihika.sharma@careedge.in

Kiran Kavala
kiran.kavala@careedgeglobal.com

Media Contact
Mradul Mishra
mradul.mishra@careedge.in

Criteria Applied
CareEdge Sovereign Rating Methodology

Credit Update
December 12, 2024



mailto:mihika.sharma@careedge.in
mailto:kiran.kavala@careedgeglobal.com
mailto:mradul.mishra@careedge.in
mailto:mradul.mishra@careedge.in
https://www.careedgeglobal.com/images/Sovereign%20Methodology_Sept19.pdf

GLOBAL RATINGS =
A subsidiary of CARE Ratings Limited

About Us

CareEdge Global IFSC Limited (CareEdge Global) is a full-service Credit Rating Agency (CRA) with a mission of Empowering
Global Capital Market Participants Through Unrivalled Insights and Expertise. As the first CRA registered and
authorized by the International Financial Services Centres Authority (India), CareEdge Global is uniquely positioned to provide
comprehensive ratings on a global scale. A part of the CareEdge Group, which is a knowledge-based analytical organisation
offering a wide range of services in Credit Ratings, Analytics, Consulting, and Sustainability. Established in 1993, our parent
company, CARE Ratings Limited (CareEdge Ratings), stands as India’s second-largest rating agency.

Disclaimer
This disclaimer applies to each credit rating report and/ or credit rating rationale ('report') that is provided by CareEdge Global
IFSC Limited ('CareEdge Global').

Ratings from CareEdge Global are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold or sell any securities/ instruments or to make any investment decisions. The report is not a
solicitation of any kind to enter into any deal or transaction with the entity to which the report pertains. Any opinions expressed
here are in good faith, are subject to change without notice, and are only current as of the stated date of their issue. CareEdge
Global assumes no obligation to update its opinions following publication in any form or format although CareEdge Global may
disseminate its opinions and analysis. The rating contained in the report is not a substitute for the skill, judgment and experience
of the investor, user, its management, employees, advisors and/ or clients when making investment or other business decisions.
The recipients of the report should rely on their own judgment and take their own professional advice before acting on the report
in any way. Therefore, the report is not intended to and does not constitute an investment advice. The report should not be the
sole or primary basis for any investment decision. CareEdge Global is not responsible for any errors and states that it has no
financial liability whatsoever to the users of the ratings of CareEdge Global. CareEdge Global does not act as a fiduciary by
providing the rating.

Any unsolicited ratings assigned by CareEdge Global are based on publicly available information as CareEdge Global may or may
not have access to documents / information or participation from management of such issuers. While CareEdge Global has
obtained information from sources it believes to be reliable, CareEdge Global does not perform an audit and undertakes no duty
of due diligence or independent verification of any information it receives and/ or relies on in its reports. CareEdge Global ratings
are subject to a periodic review, which may lead to revision in ratings. CareEdge Global has established policies and procedures
to maintain the confidentiality of certain non-public information received in connection with each analytical process. CareEdge
Global has in place a ratings code of conduct and policies for managing conflict of interest.

Neither CareEdge Global nor its affiliates, third-party providers, as well as their directors, officers, shareholders, employees or
agents guarantee the accuracy, completeness or adequacy of the report, and shall not have any liability for any errors, omissions
or interruptions therein, regardless of the cause, or for the results obtained from the use of any part of the report. CareEdge
Global DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING BUT NOT LIMITED TO ANY WARRANTIES OF
MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. In no event shall any CareEdge Global
or its associated entities or persons be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees or losses (including, without limitation, lost income or lost profits
and opportunity costs) in connection with any use of any part of the report even if advised of the possibility of such damages.

This report does not constitute an offer of services. This report is solely for use in the jurisdiction of IFSCA, GIFT City in
Gandhinagar. Without limiting the generality of the foregoing, nothing in the report is to be construed as CareEdge Global
providing or intending to provide any services in jurisdictions where CareEdge Global does not have the necessary licenses and/
or registration to carry out its business activities referred to above. Access or use of this report does not create a client relationship
between CareEdge Global and the user.

For latest rating information on any instrument of any company rated by CareEdge Global, you may visit our website
www.careedgeglobal.com.

This report should not be reproduced or redistributed to any other person or in any form without prior written consent from
CareEdge Global.
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