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Leak at the South Korean Embassy in the US

On May 22, an unnamed diplomat from the South
Korean embassy in the US shared the transcripts of the
telephone conversation between President Moon and
US President Trump with Khang Hyo-shang, a
lawmaker from the Liberty Korea Party. Altogether,
three staff members from the embassy are accused of
being involved in the incident. The diplomat who
disclosed the information to Khang was dismissed
from his post.! On May 29, President Moon issued a
public apology for the incident. Critics also argue that
Foreign Minister Kang Kyung-wha and South Korean
ambassador to the US Cho Yoon-je should also be held
responsible.?

Supplementary Budget

On May 20, President Moon urged the National
Assembly to pass the supplementary budget
amounting to KRW 6.7 trillion.> The supplementary
budget which includes spending for economic growth
and disaster preparation/relief was introduced in April.
However, prolonged political stalemate in the
National Assembly is preventing the bill from moving
forward. The TDP proposed that June 3 be the date
to bring the National Assembly back online.* It is
unclear whether the supplementary budget can pass
even if the parties do decide to reconvene the National
Assembly.

Ulchi-Taegeuk Exercise

South Korea conducted the new Ulchi-Taegeuk (UT)
exercise during May 27~30.5 The exercise combines
emergency response management (Ulchi) with
command-post wartime preparation (Taegeuk). The
UT exercise is a de facto replacement for the joint
Ulchi Freedom Guardian (UFG) exercise. Both the US
and South Korea agreed to end the UFG as of this year.
North Korean media condemned UT and urged South

Korea to end “provocative actions”.®

Shangri-La Dialogue

This year’s Shangri-La Dialogue began on May 31 in
Singapore. Many defense and security challenges
including the North Korean nuclear issue will be

Korea Development Institute (KDI) has also cut its
growth outlook for South Korea this year to the same
level of 2.4 percent. The agency cited a slowdown in
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discussed during the summit. South Korean Defense
Minister Chung Kyung-doo, US acting Secretary of
Defense Patrick Shanahan, and Minister of National
Defence for China, General Wei Fenghe, and Japan’s
Defense Minister Iwaya Takeshi will attend the
meeting. 7 A ROK-US-Japan ftrilateral defense
ministers meeting is expected to take place. There is
also a defense ministerial meeting planned for South
Korea and China. No bilateral meeting has been
scheduled between South Korea and Japan as relations
remain at an all-time low.

On North Korea

On May 31, South Korean major media outlets
reported that the North Korean leader purged high-
level officials responsible for the Hanoi Summit.®
Kim Hyok-chol, North Korean Special Representative
for the US was executed, and Special envoy Kim
Yong-Chol was allegedly sentenced to forced labor.
The Blue House has yet to confirm the report.

Japan

On May 20, Tokyo called for Seoul to establish a
mediation committee to help resolve the dispute over
forced labor. In response, the South Korean Ministry
of Foreign Affairs stated that it will prudently consider
Tokyo’s request. It is stipulated in the 1965 bilateral
pact that if a dispute arises between the two countries
over the pact, the two sides should first try to
diplomatically resolve the dispute; if this fails, the two
sides are authorized to refer this matter to a mediation
committee, which will include a third party
representative. If Seoul does not accept this request,
the Japanese government may file a complaint with
the International Court of Justice (ICJ).’

Economic Outlook

The Organization for Economic Cooperation and
Development (OECD) has lowered its growth outlook
for South Korea in 2019 from 2.6 percent to 2.4
percent. “[T]he 29% increase in the minimum wage
over 2018-19 has held back job gains, particularly for
low-skilled workers. Employment growth in 2018
dropped to 0.4%, the lowest since 2009,” said its
quarterly economic outlook report.

the export-oriented economy as the main reason for
the downgraded outlook. '
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Household Income

According to Statistics Korea (KOSTAT), the average
monthly household income of the bottom 20 percent
bracket was KRW 1.25 million in the first quarter of
2019, down 2.5 percent from a year earlier. This marks
the fifth consecutive quarterly decline. Analysts blame
the rapid increase in the minimum wage and rise in
unemployment. Labor earnings plunged 14.5 percent
year-on-year. Meanwhile, those in the top 20 percent
earned KRW 9.93 million during the same period,
down 2.2 percent from a year earlier. This marks the
first time that the labor earnings dropped since the
fourth quarter of 2015.

This is because this top group received less bonus
compared to a year earlier amid a slowdown in the
country’s economy, according to an official of
KOSTAT."

Base Rate

The Monetary Policy Board of the Bank of Korea
decided on May 31 to maintain the Base Interest Rate
unchanged at 1.75 percent, amid sluggish exports and
escalating US-China trade dispute. '?
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