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f Border Blockade and Prolonged Trade Suspension

Imports and Exports, 15t Half of year

Unit: USD

1.36 Billions - 1.04 billions USD (2019) — 0.32 billions USD(2020)

- 83.7% decrease (compared to 15t half of 2017)
* Imports from CN: 66.5% decrease (compared to 15t half of last year)
1.14 Billions
- 1.14 billions (2019) — 0.38 hillions (2020)
- 76.5% decrease (compared to 15t half of 2017)

0.99 Billions
0.89 Billions
o Exports to CN: 74.7% decrease (compared to 15t half of last year)
- 108 millions (2019) — 27.4 millions (2020)
0.38 Billions - 96.9% decrease (compared to 15t half of 2017)
- N I « Balance of Trade: 65.6% decrease (compared to 1t half of last year)
0.15 Billions 0.18 Billions
0.03 Billions

- -1.04 billions (2019) — - 0.36 billions (2020)

o Total Trade with CN: 67.2% decrease (compared to 1t half of 2019)

2017 2018 2019 2020 - Balance of trade in 2020 would be at the level before the sanctions.

W Imports from CN W Exports to CN X average balance of trade (2010~2016): - 0.67 billions
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I Monthly Trend: Trade recovery between April ~June

Monthly with CN, 15t half, 2019~2020
Imports (top), Exports (bottom) * Imports from CN is recovered during April ~June

Unit; 10 thousands USD ) ) )
30,000 - Jan. & Feb. average 98.6 mill. USD — Mar 18 mill. — June 87.8 mill.

25,000
20,000

15,000
10,000  Exports to CN is almost suspended.
5,000 I II I
0 m | I  Therecovery of trade with CN would be determined by the

COVID19 situation in Liaoning Province

- Note that imports in June decreased by 59% (compared to 15t half, 2019)

W 2019 m2020 - Trade w/ CN declined after the border closed in Jan. Recovered between April
2200 and June. But decrease in July Again.
2,000 - Last case of COVID19 in Liaoning was confirmed on August 2
1,500 - NK would try to recover imports from CN again from mid-September,
1,000 3~4 weeks after the last COVID19 patient in Liaoning Province
* Supplies deficient due to sanctions, COVID19, and flood must be procured via
w0 I imports

o
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I Import trends by industries

Imports by industry, 15t half

Units: 10 thousands USD, %

Imports recovery, mainly in agriculture

50,000
45 000 - Imports decreased in all industries
40.000 - Recovery accelerated as border blockade eases
25 000 during May and June
30,000 « Imports by industry
25,000 : . :
- Agriculture: bigger than in 2017
20,000 L : .
- Textile: imports continued until March,
15,000 but ceased from April.
10,000 - Electronics, Machinery, and Transportation:
5,000 |I II I I Almost ceased due to sanctions
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Imports from China
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¥ Agriculture

» The decline in agricultural imports from China is relatively small. No signs of urgent food crisis.

@ What is the driving force? :
- maintained purchasing power of North Koreans despite sanctions. Demand for processed foods is not declined.
® Food localization and Imports substitution Policy, by Chairman Kim Jong-un
- Minimize the decrease in imports of items that have a large impact on North Koreans’ daily lives, even though industrial

production is slowing down due to sanctions

Top 5 Agricultural Imports, 15t half

2017 2018 2019 2020
ltem HS4 Value Item HS4 Value Item HS4 Value Item HS4 Value
=10 0221 € 1507 | agrs| Soybeanoll 1507 | 5,727| Soybeanoll 1507 | 5300| SOYbeanol 1507 | 5,297
and fractions and fractions and fractions and fractions
2| Apple, Pear 808 2,051 Apple, Pear 808 ag3s5 HourorMesing g, 1 g ggy FlourorMesing g 1 55y
powder powder
Bird feathers, 505 1.254 Flour or Meslin 1101 3,962 Manufactured 2403 1,953 Sugar cane 1701 1,928
downy powder tobacco sugar
4 | Ethyl alcohol 2207 754 | Manufactured 2403 2266 “ugarcane 1701 117 Manufactured |5 00 817
tobacco sugar tobacco
5 Rice 1006 700 | Sugarcane 1701 1,184 Apple, Pear o8| 1529, amoiand 1511 877 1QJ
sugar fractions —
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I Medical Supplies

Increased medical imports

- NK’s medical imports have been increasing since 2018.

- The value in the 1st half of 2020 is similar to the 1st half of 2018.

Reasons for increasing medical imports

Medical Supplies Imports (HS 8 digits, Top 5)

Unit: thousand USD

0 Preventing the spread of COVID19

@ Construction of Pyeongyang General Hospital

- Increase hospital equipment imports for the

completion of Pyongyang General Hospital
(Oct. 2020)

Rank HS8 Item 2017 | 2018 | 2019 | 2020
1 30049090 Etc. 2,995 | 7,883 | 9,163 | 9,714
2 30042090 | Etc.(including antibiotics) 550 | 1,582 | 2,705 | 2,118
3 30045000 | Etc.(including Vitamins) 499 | 1,468 | 1,760 937
4 30022000 Vaccine - - - 845
5 30046090 Etc.(including antimalarial i ] ] 395

vaccine)

@ International organization’s medical supplies

- Humanitarian aid, which had been suspended due to nuclear test (2016-2018), resumed after the

PyeongChang Olympics, and they are mainly medical supplies and food due to COVID

@ Income improvement(quetionalbe)

- NO evidence. But some vitamins are being imported ?
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I Medical Equipment

e Maedical equipment imports

- therapeutic respirators and surgical X-rays for Pyongyang General Hospital and treatment of COVID19

Medical Equipment Imports (HS 4 digits, Top 3)

Unit: thousand USD

Rank HS4 Item 2017 2018 2019 2020
1 9018 Dewce; for internal medlcme, surgery, 1,517 1,464 2.044 855
dentistry, and veterinary medicine
Mechanical therapy, massage, psychological
2 9019 | aptitude test, and other therapeutic respiratory 336 125 290 604
devices
3 9022 Devices that use X-rays, alpha rays, beta rays, 49 82 43 209
and gamma rays

KIicP
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I Refractory Brick

» Significant increase in imports of refractory brick*

- 3.2 millions USD was imported, only in June 2020.

- 1st half of 2020: 33.7 millions. 1st half of 2019: 2.4 millions. 1st half of 2018: 1.4 millions. 1st half of 2017: 2.4 millions.
* a brick that withstands high temperatures of 1,500~2,000°C used for fireproof purpose

» Construction and repair work of new facilities required for high heat

- Construction of facilities for C1 chemical industry

- Small and medium-sized hydropower plants**, steel mills
** |cheon County’s Civil Hydro Power Plant (Gangwon Province)

and, Pihyeon No.2 Power Plant (Pyeonganbuk Province) completed in July

 What does this tell us?
- From the New Year’s address, the NK authorities have emphasized the construction of power plants and C1 chemical industry.
Even though the border was closed due to COVID19, policy important items are being brought in.

- One of small evidences that NK authorities are controlling the economy including agricultural and medical imports.

K I E Pt gy e
l L Korea Institute for Inlemational Econamic Policy i




¥ Chemistry

» Chemical imports can be classified into 4 categories

- Medical Materials, Soap/Detergent, Dye/Adhesive, Agricultural Materials
- analyzing the import of industrial catalysts will be the key to analyze industrial activities,

but the detailed analysis is not possible yet, due to lack of relevant knowledge.

Chemical imports declined, but medical imports increased

Classifying the top 10 chemical items by type

Medical materials Soap/Detergent Dye/Adhesive Agricultural Materials
Soap, organic surfactant, carbonate, Oxygen-functional amino
Medicines, Nitrogen fertilizer, compound
shampoo, wax, hair spray, compounds, paints, varnishes,
Vaccines fertilizer, pesticide, herbicide
sodium hydroxide adhesives for preparation
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I Other items

 Electronics/ Machinery/ Transportation

- Imports are prohibited due to sanctions

- International organizations are bringing into NK for humanitarian aid (the volume is negligible)

e Textile

- Imports of textile intermediates continued to decline

- Unofficial trade of textile was almost stopped as border were blocked to prevent COVID
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Exports to China
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I Top 5 Export Items

Rank

Items

Portable watch
movement

Electricity

Ferroalloy

Wig, beard,
eyebrows

Tungsten ores
and
concentrates

ltems carried

by individuals

HS4

9108

2716

7202

6704

2611

9804

Value

Growth rate

Value

Growth rate

Value

Growth rate

Value

Growth rate

Value

Growth rate

Value

Growth rate

2017

477

991

275

37

3,891

Top 5 export items, 1t half of year

Unit: 10 thousand USD, %

2018

779

346

- 27
1,169
18
993
261
889

2302

1,305

- 66

2019

3,089
297
532

54
1,393
19
1,279
29
693

-22

372

-71

2020

651

-79

507

292

-79

218

-83

205

-70

200

- 46

* Analyzing exports is NOT meaningful because of
the small amount of exports to CN.

- There is hardly any export

« Exports of processed items are gradually
INcreasing.
- Exports of portable watch movements, wigs, beards, and
eyebrows increased after border closure eased in Jun.
- Portable watch movement
: 3.0 million USD (May) — 6.5 million USD (June)
- Wigs, beards, and eyebrows

: Suspension of exports (Jan. Feb.) — Resumption (Jun)

 Resumed export of some minerals
- Almost stopped in Jan. and resumed in Jun.

- Ferroalloy: 1.8 millions (Jan. Feb.) — 3.0 millions (June)

- Tungsten ores: 0.5 'Ijgrﬁ FE 6—.5 qm*lq )
REEP ciersm R |
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I Import of Watch Parts & Export of Portable Watch Movements

Watch parts and Portable watch movements * Import of watch parts were suspended since April,
Units: 10 Thousand USD but export of Portable watch movements continued.

1,000

900 - Portable watch movements are manufactured and

800

exported using imported raw materials in the 29 half of
2019

700
600
500
400
300
200

100
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Trade Analysis by Province and Industry

r
KiSpeignymesmes |,

Korea Institute for Inlemational Econamic Policy



¥ Imports by Provinces of China

 Mainly from Liaoning  Major imports by Province
-In response to Sanctions’ NK diversified import regions - Liaoning/ Guangdong: AgriCUIture/ Chem|stry/ Textile/ Plastic/ Rubber
from Liaoning & Jilin to Guangdong & Fujian during - Fujian: Textile/ Wood
2018-2019 - Jilin: Other items which is not classified by HS code

- As COVID19 spreads, imports concentrated in Liaoning

Imports by provinces, 15t half of year

Unit: 10 thousands USD

45,000 2017 2018 2019 2020
40,000 Rank
Province Value Province value Province value Province value
35,000
30,000 L N
55 000 1 Liaoning 52,847 | Guangdong | 35,830 | Guangdong | 40,371 | Liaoning 19,433
20,000 . . L .
15 000 2 Jiangxi 35,655 Liaoning 32,953 Liaoning 34,445 | Guangdong | 10,504
10,000 . Jilin . .
3 Zhejiang 17,986 7,565 Jilin 12,805 Fujian 4,114
5,000
[] —
. .. . 4 Jilin 14,815 Hebei 4,869 Fujian 12,128 Jilin 1,970
Liaoning Guangdong Fujian Jilin
W 2019 W 2020 5 | Guangdong | 7,296 | Jiangsu | 4,594 @ Beijing 3,550 | Srangdog 941

“lh Ndd O 11 O7 T | b
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I Imports by province and industry

Import share by province and industry, 1st half of year

Industry

Agriculture
Chemistry
Electronics
Others
Textile
Machinary
Marine
Mine
Plastic/ Rubber
Steel
Wood
Transport
Total

Liaoning

2019 | 2020
375 55.6
149 159
0.0 0.0
19 34
20.7 79
0.0 0.0
32 2.2
0.7 0.3
183 125
0.0 0.0
25 21
0.0 0.0
100 100

Jilin
2019
225
7.0
37.1
20.2

4.1

29

5.3

1.0

100

2020
140
55
391
296

13

5.6

2.8

22

100

Guangdong
2019 | 2020
24.7 4.3
6.8 459
0.0 6.2
101 58
323 20.2
0.0 0.0
31 04
20 13
129 81
0.0 0.0
81 7.8
100 100

Unit: %

Fujian

2019 = 2020
133 178
44 112
105 112
495 41.6
2.7 0.3
109 24
86| 155
100 100

Guangdong Province: import decrease since

COVID19

- Guangdong ranked 1%tin 2018-2019

- NO evidence, but suspected that NK engaged in unofficial

textile trade with Guangdong since 2018

- However, since spread of COVID19, unofficial textile trade

was stopped.

Jilin Province: Others

- Portable watch movements, and textile intermediates

KIicP
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I Exports by Province of China

6,000
5,000
4,000
3,000
2,000

1,000

Mainly to Liaoning and Jilin

Jilin

Liaoning

m 2019

Exports by provinces, 18t half of year
Unit: 10 thousand USD

2017 2018 2019 2020
Rank
Province Value Province Value Province Value Province Value
1 Liaoning 29,833 Jilin 4,692 Jilin 6,803 Jilin 1,254
2 Jilin 23,324 Liaoning 4,089 Liaoning 2,332 Liaoning 1,106
3 Shangdong 13,965 Guangdong 932 | Guangdong 738 | Guangdong 221

Guangdong Shandong 4 Guangdong 8,138 | Shangdong 341 Anhui 526 | Shangdong 96

" 2020 5 Jangsu 3,230 | Sichuan 192 | Shangdong 232 | zhejiang 26

K I EP ctiel gy e
l L Korea Institute for Inlemational Econamic Policy =



¥ Analysis on Broad Economic Categories

 Industrial production is slowing down due to sanctions and COVID19

- Total imports declined, especially capital and intermediate goods.

- Imports of intermediate and consumption goods in 2910 were increased in 2019

- Corona has a negative impact on the NK economy

- Overall, the economy is adversely affected. While the public sector including SOE is becoming difficult, private

sector maintained purchasing power to some degree

Imports by BEC, 15t half of year

Unit: 10 thousands USD, %

2017 2018 2019 2020

Intermediate Value 62,903 42,297 55,014 15,240
Goods Growth rate - -32.8 30.1 -72.3
Consumption Value 35,820 32,249 33,106 13,082
Goods Growth rate - -10.0 2.7 -60.5
Value 21,900 1440 732 264

Capital Goods
Growth rate - -93.4 -49.2 -64.0

KIicP
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Conclusion
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¥ Conclusion

e Sanctions have adversely affected the NK economy, but COVID19 has a serious impact on the NK economy

- North Korea blocked the border between North Korea and China on January 22, 2020 to prevent the spread of Corona 19
- Despite increasing economic difficulties, NK has not yet opened its borders. Why?
* Resumption of import is inevitable due to goods not produced in NK.
* On the one hand, NK is trying to block the influx of corona because NK cannot manage the virus.
* On the other and, the NK economy is still within the control of the authorities meaning that food shortage is not serous enough

to shake down NK society based on analysis of the 15 half of NK’s trade.(NO evidence)

 However, structural change has been witnessed since August.

- Severe flooding occurred due to typhoons and rainy seasons during August.
- It will be difficult for NK economy to withstand the three things: sanctions, COVID19, and flood.
* Whether NK can produce 4.5 million tons of grain seems to be the key by the end of 2020.

If it fails, a serious food shortage would occur in the spring of 2021.
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Thank you
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