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South Korea heads for black September as
problems pile up for the ailing won

American investments threaten currency

Leo Lewis in Seoul

The deepening woes at Fannie Mae and Freddie Mac, badly
stretched central bank reserves and a losing battle to support the
won are pushing South Korea towards a full-blown currency crisis
this maonth, analysts have said.

Heavy investment by the Korean Government in Fannie, Freddie
and other US-related agency bonds has left a potentially huge
liquidity problem - perhaps $50 billion (£27 4 billion) - in the foreign
reserve partfalio. Some believe that Seoul might have no
ammunition left to prevent & significant flight from the waon.
Fruitless currency intersention by South Korea - increasingly
desperate-looking verbal and financial measures to fight the market
trend - cost about $20 billion in July alone

Attempts to prop up the won come as South Korea's househald
and corporate sectors are wincing from the pain of high energy
prices and inflation. A surmmer of strkes by lorry drivars and mass
street demonstrations calling for President Lee to resign reflect
nsing public concern that the aconomy is in trouble,

The intervention efforts have failed to prevent the currency sliding
more than 7 per cent against the dollar in the past month, The won
15 teetering at a 44-month low against the greenback and, with the
central bank's foreign exchange reserves still dwindling,
economists al CLSA, the brokerage, say that it is "a game that
Korea can literally no langer afford to play”

EXPLORE ECONOMICS
P ALITUMN BUDGET 2007

» BUDGET 20

*WORLD E

INOMIC FORLIM

QUOTE SEARCH
Company Fund
UK, European of US Companies

[ENTER COMPARY HAME I
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