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In cross-country regressions, corporate
governance variables explain more of the
variation in exchange rates and stock market
performance during the Asian crisis than do

macroeconomic variables
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LbsJorea discount

{

| Corporate governance explains South Korea's low stockmarket ratings

Corporate governance explains

Feb 11th 2012 | SEOUL

IT IS sometimes asserted that Ic
Korean equity valuations stem fi
threat of instability in North Kore
explanation looked & lot less cor
after the death of Kim Jong Il in

when the KOSPI 200 index of le
shares and the won, the South ¥
currency, both quickly shrugged
news

So what is the source of the “Ko
discount®, which means that the
a forward price-to-earnings ratio
ten, below most other Asian sto¢
(see chart)? There are a few po!
The national economic model is
exports, often in highly cyclical il

Price-to-earnings ratio, 2012 forecast

Japan (Nikkei 225)
India (85¢)
Philippines (PSEi)
Taiwan (Twl)
Singapore (ST)
Indonesia (Jsx)
Hong Kong (Hang Seng) _
south Korea (xose) [N
[E—

China (SEEA)

Source: Bloomberg
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N = L 25% Sat 75% = At

All listed firms 19788 i )
Chaebol-affiliated & Large firms 1048 0 7.61 i 19.89 I 34.59 85.27
Large firms 2137 0 4.88 ; 15.58 i 32.45 100

1
Non-Chaebol & Small firms 17105 [86.4%] O 0 | 031 | 445 100

I 1
KOSPI 7657 i |
Chaebol-affiliated & Large firms 1008 0 7.77 | 19.75 | 351 85.27
Large firms 2014 0 4.89 i 15.89 1 33.09 100
Non-Chaebol & Small firms 5287 [69%] O 0.07 L 114 821 99.7

! 1
KOSDAQ 12131 i |
Chaebol-affiliated & Large firms 40 0 5.75 | 2149 | 299 57.97
Large firms 123 0 3.69 97 | 23.66 57.97
Non-Chaebol & Small firms 11818 [97.4%] O 0 L 012 297 100

X AR ;o= | Y X[Hl =Y /2015E 7| &
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P — _ Alllisted firms
KCGS 'Disclosure’ {'Non-ChaeboI & \i Chaebol-affiliated & Test of Difference
(deciles) i Small firm (A) iLarge firms (B)  Large firms (C) (A-B) (A-C)
Mean 472 < 7.33 7.91 [20.38]***  [32.6]***
Median 5 8 9 [27.36]***  [26.76]***
N 13235 1219 701
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<¥t> Global ESGETF 2 <3t > Assets under management with an ESG mandate
G ETF avntt  WERETP avat — 180 USD trillion AUM Deutsche Bank projection: >99% of total
160 - R
¥
140 | 95% of total , #
¥
120 - R
L
100 | e
g
80 | .,’
601 50% of total 1,0'
- 40 - *
bl €25% of total (USD 23 trillion) c
N N M/
O*’— g T T T T T T
2000 2005 2010 2015 2020 2025 2030 2035
X EM L ETFGI X &K : Big data shakes up ESG investing , Deutsche Bank
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