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South Korea 
Export-Focused Economy To Face Trade Strains 
 

Key Takeaways 
• Korea's large and growing trade surplus may attract U.S. tariffs, which 

would hit makers of autos, industrial machinery, and semiconductors.  

• Weaker U.S. support for EVs may slow sales further and pressure Korean 
firms in EV value chains, especially firms with aggressive U.S. investments.  

• 13% of our outlooks on Korean firms are negative, none is positive. Steel 
firms face China supply, petrochemicals face overcapacity, both under 
weak demand. High-tech chips can pass-on tariff costs, helped by AI needs. 

 

Tariffs and U.S. policy shifts could weigh on Korean issuers. Korea has a sizable 
and rapidly growing trade surplus with the U.S. that totaled to US$70 billion in 
2024 (see chart 1). This may attract U.S. tariffs and add costs to Korean firms. Most 
at risk are makers of autos, industrial machinery, and semiconductors--the top 
three Korean exports to the U.S. 
 

Chart 1 

Korea's large and growing U.S. trade 
surplus may attract tariffs 

Kora's trade with the U.S. 

Chart 2 

Korea's large export sector flags 
exposure to global demand 

Kora's total trade 

  

Sources: UN Comtrade, International Trade Centre, IMF, S&P Global Ratings. 
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Reduced U.S. policy support for electric vehicles (EVs) could also hit Korean firms. 
This could slow EV adoption and pressure Korean firms across the EV value chain, 
particularly battery makers with investments in the U.S. Indirect impact on growth 
resulting from tariffs and other policy shifts could weigh on Korean industries 
sensitive to global demand, such as steel and petrochemicals. The country's 
exports to global markets total to a third of the size of its GDP (see chart 2). 

Ratings are under increasing downward pressure. Outlooks on our ratings for 
Korean firms are showing a skew to the downside: 13% are negative and none is 
positive. This contrasts with a year ago, when our outlook distribution was more 
balanced, with 8% positive and 5% negative.  

Even before the new U.S. administration took office, Korean firms faced weak 
demand and deteriorating market conditions. Some entities' aggressive 
investments compounded this weakness. We recently downgraded LG Chem Ltd. 
and LG Energy Solution Ltd. and revised the outlook on Posco Holdings Inc. and its 
two subsidiaries to negative, for example. 

EV-related sectors feeling the strain. Global EV sales growth has slowed 
considerably over the past 18 months, particularly in non-China markets. The 
Trump administration's stance on energy transition suggests that policy support 
for EVs may weaken, and demand in the U.S. may deteriorate as a result.  

This poses a significant risk for Korean EV battery makers that invested 
aggressively in North America; a view reflected in our recent downgrade of LG 
Energy Solution and negative outlook on SK Innovation. Related capital 
expenditure is a drag on profitability and will push up their leverage. Further 
erosion of U.S. EV demand would only compound the impact. Korean firms that 
actively invested in EV battery materials, including Posco Holdings and LG Chem, 
are likely to report weak results even without such a policy shock. 

Petrochemical and steel face a longer cyclical downturn. Overcapacity and weak 
demand will continue to weigh on the profitability of Korean petrochemical 
companies in 2025. Recovery could be delayed due to their dependence on export 
sales and the thin margin spreads for commodity chemicals. Even with tighter 
controls over capital expenditure, rating buffers will likely narrow. 

In steel, Korean producers such as Posco and Hyundai Steel Co. are contending 
with margin pain due to rising supply from China. The demand picture will likely 
stay hazy. The decline in raw material prices will only partially mitigate the 
deterioration in crack spreads, in our view. 

Korean automakers are relatively well positioned in a tougher market. Even 
without new U.S. tariffs, we expect volume growth of global light-vehicles sales to 
slow to 1%-3% in 2024-2026, compared with 9.8% in 2023. Prices will also weaken 
across the U.S. and Europe following a period of strength.  

Hyundai Motor-Kia is relatively well-placed to handle these pressures, thanks to its 
competitive product offerings in hybrid vehicles and pure EVs. The company's 
market share gains in the U.S. and strong sales of high-margin hybrids will help 
offset higher buyer incentives and other sales costs amid intensifying competition. 
They will also help moderate the impact of new tariffs. 

The effect of tariffs on Mexico, Canada, and Europe should not be material for 
Korean carmakers. Hyundai Motor-Kia, for example, ships only a few models from 
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Mexico to the U.S. The hit would be harder, however, if the U.S. imposed tariffs on 
all countries. The entities export sizable volumes from Korea to the U.S., and price 
hikes resulting from such tariffs would weigh on overall demand in the U.S. 

AI demand to support certain tech companies. The recent boom in AI-related 
demand has driven the current upcycle in the memory semiconductor industry. 
Growth in the highly profitable high bandwidth memory (HBM) segment spurred by 
AI demand will likely continue to drive strong performance for some Korean 
semiconductor makers.  

SK Hynix Inc., in particular, is well placed to take advantage of this trend given its 
strong positioning in the segment versus Samsung Electronics Co. Ltd. and Micron 
Technology Inc. Conventional memory, in contrast, is likely to see pricing pressure 
due to subdued end-market demand.  

Korean memory makers are less likely to be impacted by tariffs. High-tech 
products such as HBM make up a significant portion of their memory chip sales to 
the U.S. As such chips are in tight supply, HBM producers will be able to pass on 
any additional tariff costs to their customers. On the non-conventional memory 
side, while producers are less able to pass-on such costs, U.S. sales are not large 
enough to materially impair their profitability.   
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Related Research 
South Korea 
• Steel Brief: U.S. Tariffs To Hit Korean Producers Harder Than Regional Peers, 

Feb. 18, 2025 

• Korean Corporate Credit Trends: An Uphill Climb In 2025, Dec. 2, 2024 

 
Editor's note: S&P Global Ratings believes there is a high degree of unpredictability around policy 
implementation by the U.S. administration and possible responses--specifically with regard to tariffs--and 
the potential effect on economies, supply chains, and credit conditions around the world. As a result, our 
baseline forecasts carry a significant amount of uncertainty. As situations evolve, we will gauge the macro 
and credit materiality of potential and actual policy shifts and reassess our guidance accordingly (see our 
research here: spglobal.com/ratings). 

 

Editors: Jasper Moiseiwitsch, Cathy Holcombe 

Designer: Halie Mustow  

http://www.spglobal.com/ratings
https://www.capitaliq.spglobal.com/web/client#ratingsdirect/creditResearch?rid=3324754
https://www.capitaliq.spglobal.com/web/client#ratingsdirect/creditResearch?rid=3293167


Corporate Top Trends Update 

spglobal.com/ratings  March 27, 2025 5 
 

 

 

 

 

 

 

 

 

 

 

 

Copyright © 2025 by Standard & Poor's Financial Services LLC. All rights reserved. 

No content (including ratings, credit-related analyses and data, valuations, model, software, or other application or output therefrom) or any part 
thereof (Content) may be modified, reverse engineered, reproduced, or distributed in any form by any means, or stored in a database or retrieval 
system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be 
used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees, or 
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness, or availability of the Content. S&P Parties are not 
responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for 
the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL 
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR 
PURPOSE OR U.S.E, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED, OR 
THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties 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 or losses caused by negligence) in connection with any use of the 
Content even if advised of the possibility of such damages.  

Some of the Content may have been created with the assistance of an artificial intelligence (AI) tool. Published Content created or processed using 
AI is composed, reviewed, edited, and approved by S&P personnel. 

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and 
not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase, 
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to 
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment, 
and experience of the user, its management, employees, advisors, and/or clients when making investment and other business decisions. S&P does 
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be 
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives. Rating-
related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not 
limited to, the publication of a periodic update on a credit rating and related analyses. 

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain 
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P 
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any 
damage alleged to have been suffered on account thereof. 

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective 
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established 
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process. 

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P 
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web 
sites, www.spglobal.com/ratings (free of charge), and www.ratingsdirect.com (subscription), and may be distributed through other means, including 
via S&P publications and third-party redistributors. Additional information about our ratings fees is available at www.spglobal.com/usratingsfees. 

STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor's Financial Services LLC. 

http://www.spglobal.com/ratings
http://www.spglobal.com/ratings
https://nam11.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.ratingsdirect.com%2F&data=05%7C02%7Chalie.mustow%40spglobal.com%7C5bb1306385dc4c5fc3e308dd49eccc3e%7C8f3e36ea80394b4081a77dc0599e8645%7C1%7C0%7C638748003595791339%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=ss4G97vbX7d726od%2BMHv7Z1L204nbyOF9nbq8DFwZsA%3D&reserved=0
http://www.spglobal.com/usratingsfees

	Related Research
	South Korea


