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| SUMMARY

Evaluation and Impact Analysis on Real Estate Market Opening in 1998

Hee-Nam Jung

In May 1998, Korea opened land market in order to attract more foreign
investment, to meet the demand for Multilateral Agreement on Investment (MAI)
negotiations, and to ease concerns on possible real estate deflation caused by the
foreign currency crisis in December 1997.

As of the end of 2002, foreigners’ land acquisition amounted to 142.3km’ or
19.3 trillion won (about US$ 16 billion) with 20,145 cases. Compared to the figures
as of the end of 1997, the number of cases, volume and monetary values increased
3.0 times, 3.8 times, and 3.3 times respectively. As a result, land owned by
foreigners took up 0.14% (0.04% in 1997) of the total national land, and 2.82%
(0.79% in 1997) of the total urban areas. This shows a constant increase of 2,670
cases or 20.0km’ on annual average since the 1997 market opening. Considering
the total values of land owned by foreigners reaches 19 trillion won, the volume
of investment in buildings is estimated to be about 19 trillion won.

The impact of land market opening is summarized as follows: As Korea
voluntarily opened real estate market even before the contents of market opening
from the MAI negotiation concretized, Korea could change its strong image as a
closed country, thus playing a significant role as a catalyst for the attraction of
foreign capital investment. The volume of foreign capital invested in real estate,

38 trillion won (about US$ 32 billion), largely contributed to the Korean
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economy’s early recovery from the foreign currency crisis.

Furthermore, FDI in the domestic real estate market helped reduce concerns
about a possible long-term recession in real estate market, which was dampened
by the strict financial situation with high interest rates due to the foreign currency
crisis. There was not a much possibility that a large volume of speculative capital
would flow into real estate market, because real estate investment is usually a
long-term investment and an immediate cashing in of real property is not secured.
Land market opening has also greatly helped to ease the antipathy and negative
perspectives on real estate investment as speculation.

Nevertheless, we may say that foreigners’ investment in land and other real
property is far lower than the expectation that was estimated at the time of the
market opening. Several strategies are suggested to promote more foreign
investment into the Korean real estate market.

Among others, it is suggested to take measures for introducing more
industrial capital, because industrial capital would need large-sized land and real
estate. The other is to improve efficiency in the real estate market. The third is a
need for a paradigm shift in government regulation system. Lastly, as for political
and cultural tasks, it is necessary to remove negative feelings toward foreign
investment in the real estate market.

This report is consisted of five chapters and appendix. Following the first
chapter which shows the background of the Korean land market opening, the
second chapter discusses the major contents of land and other real estate market
opening policies. The third chapter analyses the result of land market opening,
while the fourth chapter evaluates the impacts of market opening. Last chapter
suggests strategies for the activation of foreign investment in the Korean real
estate market.

Other countries’ policies for foreigner’s land acquisition are attached

separately as appendix.
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