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Report Highlights:

South Komrea's imports of American food and agic ultural products in 2017 though Seplember tot led 56,3
billizn, up 25 percent fram the came period of previows year. The United Sta e e mained the lead ing esporter
of food and agreukural peduck to Korea with 25 pereent market shae. Underzold mcovery trend of the
Korea n econamy, American expors 1o Korea showed autstanding outoo mes for the basic, intermediate, and
consumer-orented product categories. Despite eocalbited competiton Frn-rnln;urt-nr'- nied competitors,
consumer-oriented Amercan products continued to lead the expansion ofexport market in Korea, which
reflected Korean consumers” increased demand for better value, quality and diversity, The Koma-United States
Free Trade &g memant, implemented in 2012, coupled with on-going recovery of the Korean economy, is
expected to generate greater export opportunities for A merican products in Korea in the coming year.
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SECTIONVE: KEY CONTACTSAND FURTHER INFORMATION
A, USDAFAS Off cez in Koma
B. State Regiom | Trade Groups [STRG)
C, Additional Sources of Information & Support

APPENDIX: KEY SOC|O-ECONDOMIC INFORMATION OF KOREA
Disdaimer

Thie report was prepaned by the Agrculium | Trade Office of the U5 Embaszy Seoul, Korea. Korea n gowernment
palicy and regulation are subject to cha nge a nd revision, Please check for updated mports and werify Korean
import requirements with your Koman business partners o ensure that you have the most upto-date
information prior to shipping. FINAL IMPORT APPROVAL OF ANY PRODUCT |5 SUBJECT TO THE IMPORTING
COUNTREY'5RULES AND REGULATIONS AS INTERPRETED BEY BORDER OFFICIALS AT THE TIME OF PRODLICT
ENTRY.

SECTION I: MARKET OVERVIEW

South Korea (hemin after mfered to as Komea) is the wodd’s 11 brgest economy as of 201 6with a national
GDP of 51.411 trillion, up 2.0 percent from the previous year,and a percapita Gross National Income (GN ) of
527,561, Korea is the fifth largest export market for America n agriculture in the workd. The United States s the
keading exporter of agricultum | products o Korea.

Figure 1: Korean Boonomy Trend
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Korea by mature relies heavily on imports to fulfil its food and agrcultum | needs. Korea izatout the size of the
state of Indiana and over 70 percent of its land i mountainows termin, umslitable for large-scale comme reial
farming. Furthermore, 3 majority of the imited farm acreage & exclusively dedimted to rice production. its
populbtion of 50 million makes Korea the third most dersely populated country in the workd amengcountries
with over X million in population. What & even more striking & that owver 90 percent of Koreans live inurban
areaswhichaccount for 17 percentofthe bnd space. Inaddition, over 50 percent of the population lives within



arin the direct vicwnity of the ca pital city, Seoul. Theagriculur | sector, which accounts for only 2,2 percent of
the Korean Grom= Do mestic Production [GDP[:;nf A6, isexpec ted to remain a minorcont ributor o the
Korean economy in the futus,

The aftermath of the gobal economic ¢ risis since 2009 brought tides of challenge to the export-oriented Korean
ecomemy. Some of Komra's major industries. particularly ship buibers a nd ocea n freighters, experie nced major
setbacks as their export markets shrank sig nifica ntly. Houwsehold debts saw asteep, 75 percent increase
betwesn 2008 and 2016 Reduced inoome growth fored Korean families to tighten up their oo nsumption
spending. On wopof thi, the political turmoi that swept the country in the second half of 2016 over

corruption influe nce-pedd ling st nda | inve ving the president furthe r degraded both business and consumer
sentiment inthe market. Korean howeehold's food spending aw a decline in 2016 for the first time in years
(down 0.1 percent from 2015).

Figure 2: Recowerny of Korean Export Sector and Conmewmen BLE ines=s Sentiment
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That said, the Koreaneconamy has been showing solid signs of recovery throug hout 2017, |n padticular, the
expoit sector, the main engine of the ¥orea necnomy, bas meported double digit growth, kEading to
ocutstanding improvement in both business and consumer confide nce indewes. The Eorean stock market hita
record highat the time of this report. The politica | environment in Korea has a bo esumed steong lkeadership as
a result of aneardy presidentia | election in May 2017, Reflectingon these positive develo pments, both
International Moretary Funds (IMF) and the Bank of Korea announced in Octoker that they hevwe mised the
annua | growt h forecast for the Korean economy for 2017 to 3.0 percent, up 0.3 percent point from their
previous forecasts.

Iz res seed vitality in bath bea | procescing and retall zectors has led o & rema ko ble neresce in Korea's

agricult ural impo s in 2007 thorough the time of the report Provided that the growth trend cont | nues for the
remaining manthe of the year, Korea’s importz of agricultural products fram the work are forecast to a mount
to 534.7 billion in 2017, up 10 percent from the previous year. Imports from the U pited States am forecast to
inc rease 25 percent to 587 billion,



Table 1: Korea's Agriculurml Imports by Category (5Million, CIF Vakie® )

Source: Korea Trad e Information Service (MOTE) Databsse offered by the Komea Int’'| Trade Assocation fwww kits rel),
complied by the US. Agricultural Tade Office [ATO) Seoul,

* Thit value |5 CIF basls which |5 Inclusve of Inde rrationals hipplng and s wance cost.

w4 X1 7(F) figures ame fomcast based on lanuary S pte mber KOTIS import data tre rd analyss by ATO Seoul

Food consumption trends in Eoma eflect on-going socio-economic shifts among the genem | Korea n pullic,
which includes: ree ofaflluent consumer groups, retirement of e by boomers, more women in the bbor
market, downsizing of the family, well-t mveled feducated young generations, urbaniztion, a nd adoption of
information technologies. As a result, products and businesses that offer good value, high quality,

health) nutritional benefits, new a nd divers ified taste, and conveniencea re s howing strong growth in the
rmarket.

Table ¥: Advantages and Challenges for Amerncan Products in the Korean Mariet

Ko nean £onsumers and teders recognize the United States az a keading origin for imported agricultural
products of good quality and value, The strong bisiness and social ties betwee n Koma and the United States
encourage Korea nconsumens to maintaina Bvorableattention o new American prodict and consumption



trends, The Konea-United St tes Free Trade Agreement (KORUS FTA), im ple mented in IViarch 2012, coupled
with on-going recovery of the Korea n economy should generate grea ter export op portunities for A merican
products in Korea in the coming years

SECTION Ii: AMERICAN EXPORTER BUSINESS TIPS
A, Where to Start

Market Research

The first step recomme nded for new -to-market American supplie s seek ing an entry into Korea is preliminary
ressarc h to determing if there isa potential market for their products in Korea, The ressarchshould cover key
marketing and regulatory Esues including conswmption trends, size of the market (imports), major distribution
channels, current import tariffand bcal tax structure, and Korean government reg ulations and standards. The
researc h, together with consultations with potential Korean import partners down the mad, can also help
American sup pliers determine ifa ny modifications to their existing products or ma rketing strategy are needed

The internet home-page (www.atoseouloom) of the Agricultural Trade Office Seoul under the USDA/Foreign
Agricultural Service [FAS)offers various infermation a bout the Korean food market, including:

# GAIN Market Reports: Re portson key products and industnes published by FAS Seoul Particulberly, the
Exporter Guide, FAIRS Country Repont, Export Certificate Report, Retail Food Sector Re port, and HRI
Focd Service Sector Repo rtare recommended to new-to-market suppliers.

KORUS FTA Prduct Briefz: Shart briefk onover 45 "t prospect”™ prod etz are avalls ble

Komea's Agricultural Impe rt Statitics: 5presdshests, updated monthly, provide a summa ry of Korea's
agriculiural imparts by fowf digit HS product code. Fora more accurate reading of the market, loth the
Ko rean govemment's import sta tistics (CIF value basic) and the U 5. export statistics [FOB value basi)
are provided,

« Koma'sAgricultural bnport Trends Presentation: Presentations, updated quarterly, provide an overview
of Korea's agricultural imports a nd the competition between the U.5 a nd other competitors for key
products,

+ Komra Food Market Media Reports: Weekly food news clip pings summarize outstanding issues and
trends in the Korean food market.

lecalaffices in KEorea under US0DA FAS can alsa provide Amercan suppliers with ca e red as=ista nee with various
miarket entry toa k as well az links o other relevant sources sfzupport (please cee Section Vilafthe repart for
contact infarmation of the offices) Additiemally, the United States Department of Commerce & ansther
impatant zource of informa tion abe ut the Koman market. In particular, the "Country Commercial Guide’
publihed by the department includes a wide range of useful informa tion ko r neveto- ma rket American suppliers
lavailable from www.export.gov).

Estobdizhing Korean Business Partners

While executing prelimina ry market ressa rch, the America n supplier is encouraged to deve lbp dialogues with
potential business painers (imporers/distributors) in Eorea. Lists of Korea nimporiers by product or by

ind ustry are ava ilable from the USDA/FASoffices in Korea. The lists are based on the industry contact database
updated by the offices regularly. Korean imporiers in general a e actively seeking new businessopportunities
with foreign suppliersa nd would willingly provide in-depth market intelligence if they are interested in the



supplier's product or busines offer,

An g ffective tool recomme nded for developing contacts with KEorean importers isexhibiting in eputable food
tracke s hows because Eoman importers highly value face to-face encounters when developing new business
with foreign suppliers. In particular, Secul Food & Hotel, the only food trade show officially endo med by
USDAFAS in Korea, has been an outstanding venue for new-to-ma det American suppliers to deve bp business
contacts with a large number of key importers and distributors in Korea, Regitmtion information to join the
L5, Pavilion of the show & avalabke from the crganizer [www.seo ulfcodnhotel.co . kr

rhood @oa koverseas.com). Otherinternational food trade shows that attract a skzable number of Korean food
buryers include Food Ex Japan (hitp:/fwenw. jma.or. jpffoodesfen/), Matua | Products Expo West

e expowestoom) Fancy Food Show (www speclalyiood.com) SIAL France (wowsisialpari com) and
ANUGA Gemany [wiwara nugs oo m).

Anothe rtool recommended i jpining trade delega tio e to Komea orga nised by various America nagriculiu ral
expoit promotion organizations, suc b as State Regiora | Trade Groups (Western U5 Tade Association, Food
Expot Amoci tion of the Midwest U SA, Southern U5, Trade Assoction, and Food Export USA Northeast], State
Departme nts of Agriculture, and USDA Cooperators (eg. U5 Dairy Export Council). Some of the states and
USDA cooperatars mainta in re prese ntative offices or marketing contractors in Korea. Contact informa tion of
these arganizations & avail ble from USDASFAS Korea offices.

Korea has well established regulations and procedweson food imports, which often makes entry of new-to-
miarket products into Eorea a time and resowce consuming pmcess. Working with reputa ble imponers is the
appmach that has been proven most efficent © ovwermome these reg ulatory chaBlenges. Establehed imporers
are the best sourse for up-to-da te market demand fsupply Intelligence, loca | business laws and practices,
distributis n e hannelz, and mast of all gavernment regulatibnzan impoited foads.

Az the dialogue develops further and the potentio | business pariner is narmwed down, the America n sup plier
would be asked to ship sample products to Korea, Sample products shipped o Korea could be subject to the
same set of Korean regulations as requined on regular commercial shipment to enter the ma fet, and the refore
allow the America n supplier to veify in advance if the prod uct woulkd have any problems against Korean
standards, such as export certification require me nts or food additive standards. The test shipment also helps
verify the Harmonized Tariff System (HS) Gode that the product woulkd be subject to in Korea, whic h decides the
import tariff or tariff eted import quota that the product & subject to.

Oince the test shipment isswcessful, and an agreement on price and transaction terms & reached, the American
supplierand the Korean importer would move forward to sign a fomal contract to start actual business. The
type of bisiness ebtomship ageed between the U.5. exporterand the Korean importer mayvary from a
miarket exclusive, lbng-term business agree ment toa non-Bnding, one-time pure hase order. This determin tion
would mainhy de pend an how the exporter sees the mhe of the import partner in market develo pment., One
common practios is maintaining a non-binding seller-buyer relitio s hip during the test-market period and then
upgrading to a mos bindingoption later if the partnership proves to demonstrate bigger potential. Letterof
credit (LfC) is the most common and recommended payme nt terms used between new business partners, Itis
also recommended that the contract include a n agreement on the method of reso lution for any dis pute that
miay a rise from the tereaction.

Mee ting locol Tostes:
One of the common mietakes that America nsuppliers often make is viewing Koreans as the same as consumers
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impolite to pour one's own drink, As such, participantsshould not b bashful about pouring forothersat the
table,

O 55 (bde:

Koreans take first impression from the kbokof a person very importantly. ks recommended ko wear a business
suit and tie when meeting or visiting Korean importers for the first time regardless of the weather [in the heat
ofsummer most Koreans do not weara tie) unless you inte nd to deliver a s pecific idea by wea ring special
attire.

Resolving Gonfiices:

Koreansdo not like to appear "lost face " when dealing with conflets. Themfore, even a sma ll concession
affe red by the American supplier ean help resalve the conflict mare quic kly. Vizible anger e not useiul ina
coanfrantation Instesd, slence could be a more effective method af conveying die pleazure. Apolog bing can
ales be vseful and dees ot o oy mea n tha b you feel you we re wiong. Lastly, never point yourcrithelsm
directly at one specific peron, bt try to sham the esie with the entire group of staffs involed in the Korean
company. Lawsuits are a very expensive a nd time consuming way to resobe conflicts, Therefom, it & always
recommended to include ana kernative measure inthe contract desc ribing how pote ntial business disputes
would be resolved. The following s a clause often used by the Korean traders - “All disputes related to this
contract shall be finally settled by arbitration in the country of the respondent. In case the respondent is the
Korean importer, the arbitration shall be held at the Korean Commercia | Arbitration Board. Incase the
respondent & the American supplier, the arbitmtion shall b= held at an Ameri@anoommerca larbitration
association.” The Korean Commercial Artitration Board offers some weful info mation related to thi is=ue |
htip: Jeabarkifsendet/keab sdmy membem uth 5000).

C. General Consumer Food Tastes and Consumption Trends

Represented by < ten med rice, Kirmchl [seazoned and fermented vegetables) and Bulgogi (soy mauce marnated
beef), t reditio ma | Korea n c uisine remamns the mainstream of the Korean diet today, Howewer, globalization of
the market and evolvement of consumer ifestyle have made today’s Korean diet quite different from what it
was in the past. Like consumers in developed countries elewhere, Koreans are boking for new tastes, better
value, comenience, high quality, and most of all, safe and healthy food in their daily diet.

Due in part to theaging popuktion, there & a heavy empha s amaong the general Korean putic on healthy
eating. Koreanoonsumers' strong beliefin hea kh-improving efficacy of regular food ingredients dates back
thousands of years as indicated by a still prevailing old Eorea n teaching, "food and medicine are from the same
source.” Ontopof this, "Well-being’, a theme that evoked new oonsumer trends of seeking both physical and
pEycholog ical hea ith by adopting more who lesome approac hes indally life has further heightened the Korean
consumers’ atiention to healthy diets. As a result, = les of functiona | foods [such as glucommine, chlomrlla,
vitamire, ant howlds nts, et bacterla, antlers, pollen, feh oll, gireeng a nd other Azian herke ) az wellas mgulsr
feods that are az=o¢ bted with heakh benefie (zueh az red wine, agani food, green tea, yoghurt, Blueles rres,
pomegranate, and quinoa jcontinue to gmw.

Table 3: Aging Korean Population [unit: million people)

| 1995 2015
fmEmup Number Share Mumber Share Chunge
0-14 | 102 230% 69 143%  -32%

15-64 | 37 711% a50 TF25% 10 %



G5 + | 26 9% B4 133% 146 %
50 e : Eoma NationalSwatistics Office (htlo Mol kd

It & important o note that Korea ncons ume s today are extremely semsitive to food safety Bsues as they have
gone through endless outbrea ks of food s fety scanda k and controversies over the years, inchiding Bovine
Spongiform Encephalite [BSE), Avian Influe reza, fauky additives found in Chinese processed foods, and radistion
risk from Japanese seafood after the Hukusima nuclear accident. In addition, Korean consumers perce ive
Genetica lly Maodified Oganism (GM0)asa food safety concern. As a result, Korea nconsumers tend to react
quickly to food safety issuves a nd other consumer concerns of any magnitude. Furthermore, internet and on-line
s lal media have beoome & mapr communica tianchannel o share Esues and conce ms among the gens ral
Karean publie, which makes it more dif cult for the gove rame mt a uthority ar the supplier to rezpond Ina timely
and efflchEnt rma nner.

Continued grawthaf the economy allbws Kofean coreumers o pay moneatiention o quality, dive reity and nesa
tastes in their diet. In particular, better-trave led young comsume s, many of whom are educated in foreign
countries, ane ushering mome inte rma tional poducts and food culture into the market, It is ako notable that the
number of ‘super ric h* consumers continues to increase in Korea (Korea had almost 250,000 cash- millionaires in
116, which ranked Korea 13 in the workd in terms of the number of @sh-millionaires in the market). While
Japa nserved inthe past as the leading window for Korean consume rs to monitor and adopt new foreign food
culture and products, today’s Koman consumers are tracking morediverse intema tiora | ma rkets, including
California, New York, Pari, and London for new foreign food deas and trends.

At the s=ame time, the call for better value E akbo emphazized in the market mainky due to the on-going
retirement of the seven million Korean ks by boomers as well a2 slowing-down of the loc | econamy under the
angoing gobal econoamic downturn. Az a resull, the numberof private brand B kel produete introdeeed by
retall stores = on a ree. Retall storesa e a ko trying to expand direct importation efagrievltum | preducts inan
effort o eliminate the middiermen in the supply chain and lower the cost to the oo nsumers. Inaddition value-
onfented mtailstores, including dollar shops, wam house discount stores and outlet shopping malk are currently
deplying an aggressive expa msion strategy to capita live on the trend,

Convenience & another strong driving force behind ma ny consumer trends as everyday life of Koreans gets
busier. Forexample, rapid increase of dua Fincome fa milies, single parent households, and single member
households hasled to a growing demand for Home Meal Replcement (HMR) products in retail stores as wellas
take-out meak in resta urants. Delivery service & extremely well deve bped in Korea as people do not want to
waste time in the heawy taflic. Rapid gmowthof on-line shopping k also moted partly in the dema nd for
conven lence.

Figure 3: Brea kdown of Koman Houze holds by the Rumberof Household Memiber
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Source: Househol SstBoics, Komea Nationa | Seaties Of Tice [het pof Mo & kr)

Each Korean housshold, representing 3.13 me mbers, spent on average 885,330 won per month in 2016on food
purc hases, Spending on lood accounted for 27.3 percent of total Korean househo d consum ption

expenditures, Fifty two percent of the household food spending went to grocery purc hases, while the
remaining 48 percent went to dining out

Between 2011 and 201 & Korean house hold’s food spending marked anavemge of 1.6 percent annua |
growth. k & nota be that spending on dining ouwt outgrew spendingon groceny purchases during the pericd. &
i likely that dining out will account for an increased portion of Koran houwsehod food spending in the coming

vea r= as Korean families face ever busier lifestyles.

Figure 4: Korean Howehald's Food Expenditure — Grocery Shopping ve. Dining Out
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Source: Householl Statktics, Koma Nationa | S5@tic Offce (it ko k kr)

Categories in the house hold food spending that showed higher growth than the average growth included meat,
processed meat, confectioneries and snacks, other processed foods, juice and beverages, a kohol beve ages,
and dining out. Onthe ether hand, grains, fresh seafood, seaweeds, spices and seasonings, and coffes and tea

dec lined.

Table 4: Breskdown af Manthly Korean House hald Fosd Expenditure (Unit: Wan)

Year 2011 2016 Growth®

Numibe rof House hold Members 328 313 0.9%
Taotal Consumption Expenditu e 3841586 4,399,190 2.8
Total Food Expend tture 841,711 695,330 1.8
Product Category Wmount Share Amount Share Gowth®
Grains | 20847 3.2% 17,30  25% -3.2%

Processed Grins | 16661 2.8 16433  24% 0. 3%




Source: WMo nthly Household Expend ture Suney, Eoma National Statics Office (hitpfkosk br)
*Gewih: Compourd AnnualG oawth Rate [CAG R between X011 and 3016

SECTION Wiz IMPORT FOD D 5TANDARDS & REGULATIONS

Korea has we ll-esta blished sta ndards and regulations on food and agricultural products. Imported products
miet meet all the beal rukes to be able to enterand b2 2ol in Koea, Fordetiled information rega rding
standards and regulstions that impo ried food and agricultural productsare subject to in Korea, including
Labeling. Fac kaging, Export Health Certificates, MRL (Maximum Residue Level) Code, and Food Additive Code,
please refer to the folbwing annual reports publiehed by the Offce of Agric ukturm | Affairs [FAS Ssoul

5 (o visit

LWL

AIRS (Food and Agriculun | Import Regulationg and Standa nd
werwatoseoul.com or wew.fas.usda gov for more recent upda te),

(2) EAIRS Export Certificate Report Annual 2016
(3) Animal & Plant Health Inspection Service (APHIS/USDA)a ko provides via its we bsite (www.aphis.usda.gov)
detailed information and guidance on expo it health certificates and documents required in Korea by product.

SECTION IV: IMPORT PROCEDURES
A Customs Cleamnoe

Imperted praducts a e subject to mandatory decumenta tion and inspection requirements adminkstensd by
relevant agencies upan arrhal in Korea.

The Korea Customs Service (KCS), the Minktry of Food and Drug Safety (WMFDS), the Minktry of Agriculture,
Food and Rural Affairs (MAFRAL and the Quarmntine Inspection Agency [ Q1A under MAFRA) are the lead Korean
authorities involed inthe import clearance process, Any failure to satisfy the Korean reg ulatio ns administe red
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(11) Nutrents
(12) Other tems designated by the detailed labeling standa rck for food such as publc heakth wamings

D. lmport Tariffs and KORUS FTA

Korea utilizes a 10 digit Ha rmonized Tariff Gode System (HSK) and the local a uthority mainta ins an exclusive
right to make a ruling on H5K c bssification on imported products based on its own discretion. HSE classification
onanimported product decides the amount of tariff and additiona | import restrictions (such as quotas) to be
applied to the poduct. In many cases, the American supplier would not be able o dentify the H5K code that
his or her product will be subject to in Eorea until the product isofficially reviewed by the Korean authority
upon imporiation. Asa result, there isa high rik for the traders © mistake the H5K code and consequently
vinlate the Karean tariff reguls o n (Failto pay the tariff due ). Amy vielatisns ineluding unintentienal mistalkes
coild esd 1o heawy peralies. Therefore, American suppliersa e highly meammended to v "HSEK elas f eatian
pre-reyview e niee” offered by the Korea Customs: Va luastion & Clazzflcation |nstitute [ KOWCI,

bt fwww customs go kr/kecsho me/s ite/ index do Mlayo ut Siteld=cynci) under the Korea Cistoms Service (KSC)
through which traders can receive an official H5K chssfication ruling on an imported product before the
product & imported into Korea forcommercial = les. This service requiressample products and detailed
information a bout the product forapplication which sho uld be submitted through the local re presentative
(import partner orcustoms broker) in Konea.

Tariffs charged on imponed agriculiural products va ry considerably from product to poduct. Korea has

esta Hie hed many trade agreements with individual countries as well as with bodies of economic coalitions (such
a5 WTO and ASEAN) over the years. As a result, taniffscharged on imported agricultural productscan ako vary
conziderably fram arigin to arigin. Ingeneral, @nff rates are higheron products that are impartant o lbeal
agriculture (for such producis, there might be addithona | @afe gus rd meazures such az Tarlff Rate Quotasor Sa fe
Gun rd Tariffz), Ingredient products and bulk commedity preducts needed by the lbeal procez=ing |ndustry

generally have bowe r tariifs,

The KORUS FTA, implemented on March 15, 201F, significantly red uces tariffs on many America n pod ucts
imported into Koma, The ATO Seoul home mage has a special section that offers detailed information and links
related to the KDORUS FTA, including:

(1) Full Text of the Agreement: hitp;

ext
(2) Korea Tariff Schedule:
http: AET. pov/sites/de fau ) files up bad s men ks korusfasset uplosd fie786 12756.pdf

You will find the bse & riff mte and the phaze out category forall ag ricultural a nd food prod ucts, oganized by
HSE cade inthe Korea Tariff Schedule. Phass-cut categares nclude:

A Immediate tarfielimination € Gyear

B 2yearphazecut F 7year
c_| 3 year G_ 10year
b | 5year H 15year

() Country of Orgin Certification:
kttp: atossoulon i RL S 20 FTAN D C AQ clean™202 Lpdf



) Tarifl-mte Quotas: hitp: atoseolleo wtepd as

(5) FTA Briefs on Top 40 Products: http;
E. Trademarks and Patents

Mew-to-ma rket Ame rican suppliers should pay attention to potecting the company ar preduct’s tradema s
and patents, whichican be easily handled by working with the Koman business partreror through local
atiorneys. The KEorea Industria | Property Office (KIPO) & resporeible for registration of trade marks and review
of petitions rebted to tedemark regitration. In accordance with the Trademark Law, trade ma fis ae
registered in Korea ona “first file, first reg Etered” principle. A personwho registers a tradema rk first has a
preferential right 1o that trade ma ik, and Kamean law pretects the persan who has the right ever the
tracemark. Te prevent trade markd e putes, Amerlc ncampan e sonsidering condeeting buzines in Kores ane
entouraged to regieter their trademarks a2 early a2 poible. For more information, e the Korea Industrial

Property Rights Information Senvice we beite (http:[feng, kipris.orkr),

SECTION V: MARKET SECTOR STRUCTURE AND TRENDS
A Supply Chain and Product Flow

The supply chain for imported agricultural and food products in general involves multiple layers of middle men
and distributors, which is part of the mason for high consumer prices of ma ny imported poducts in Korea.

It ta kes at least two weelbs for a container ship from a westem American port, and three weelks from an eastern
port, to arrive ina port inKores. Ingeneral, most imported consumer ready preducts enter thecountry throwgh
the portof Busan, the second largest city in Korea at the southeastern tip of the peninsula. The portofincheon,
which & much closer o the Secul metropolitan maket, Eanother important entey point. Small-vo lume-high-
value products, such as premium wine, fresh cherries, and chilled beef, are ingeneral brought invia aircargos
through Incheon International Alrpornt (ICH)which & abouw an hour drive dietance fram the city of Seoul.

Figure 5 Flaw af Imparted Food and Agric witural Produc i
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Oince the products are cleared from the customs, they are transpoted to the importer’s warehouse for
Emporary storage. Importers may have ware houses in more than one lo@tion. Small, independent importers
ingeneral we third party logistics service provide s for wa reho wsing and trucking to aveid high ove rhead

costs. The importer wsually supplies directly to the large-scale cuEtomer's warehouse, but may use wholesalkers
arf independent zales broke s whensupplying tozmallcleomers or tode m eglonal markets, lage-uxale
retailers and franchize food @ rvice com panies [resturants) in general o perate a nebworkofl “distrbution -hubs "
across the country, each of which se rvices all the branch stonres and end-user restau nts in the given regional
miarkat,

The city of Secul and its surrounding area withina @ milks radiusaccounts forover 50 percent of the total
Korean populationand 70 percent of total retail sakes in Korea, Although the gove mment maintains a stong
pelicy initiative to deve kbp other regions of the country for balanced growth, the Seoul metropolitanama i
expected to maintaina dominant share of food market sabes in Korea in the coming years because it showld
continue to draw people for jpbs and education. Regional markets that are likely to see a significant g mwth in
the coming years include Busan, Inchan, keju, and Dagjun (Daejun aea, lo ted in the middle section of the
peninsula, has been des ignated as the new home of the Korean gowernment offices).



B. Retail Food Secor

The retail food sector has evo lved dramatically ever since o pening of its first b rge-scale discount reta il stone in
1993 (E Mart by Shinsegae Group wasthe first lyperma rket launched) and libe ralization of reta il business to
foreign cwnership in 1996 [Macro, a Dutch retailer was the first one that entered the market)l Ower the last
two decades, modern fomat, large-scale retail bisinesses such as hypermarket chains, grocery superma rket
chains, convenience store chains, and on-line retailers have grown rapidly at the expense of traditional street
markets and fa milp-operated small grocers. On-going evolement of the retail food sector is likely to bhdng a
continuous change in the way Korea n consumers purhase daily necessities, including groce ry food.

Figure &: Sakesof Focd Peducts in the Korean Retail Scior

.=

Source: fetall indstny Sales by ProduciStatetes, Korea Matioral Stat Btics Offiee [hitpcffes i ki)

The owerall retall sector in Korea generated W3B6 rillion won of cash-regieter salkes in 2016 (approxdmately
5331 Bllion, ex hange rate: 51 ='Wl 167 won), up 5.2 percent from the previous year. The retail sector ales
rarked & weakgrowth betwesn 2012 through 2015 as the Korean economy = lbwed down under unfavorable
ghbbal economic environment, Total = lesof food products in the rtal sector amounted to WEE. 1 trilion won
in 2016, up & Iparcent from the previo s year, |0 other words, food poducts accounted for 23 percent of the
cverall retaill sector sales in Korea.

Grocery supermarkets were the leading reta i cha nnel for food products in the sector witha nestimated W319
trilicn won of food sakes in 2016, follbwed by hyperma rkets (427.0 trillion won). However, in terms of g mwth,
on-line etalers marked the highest, 34.0 percent growth of food sales between 2014 and 2016, follbwed by
convenience stores [53.5 percent ). (onsidering increased consumer demand for comenience and va lue, on-line
retailers and convenience stores are likely to lead the growth of food s ks in the Eorean retail sactor in the
coming years. On the other hand, hypermarket and de pa tment siores a e expected o see stagnant food salks
growth matanly dee to esxcals ted competitien fram an-line retailers but alkbe e Ee of limied mam te buld
rew s tones in the market Small-acale, family-orened grocers s nd traditisnal strest markets continue B e
reduced food salkes.

Table & Breakdown of Food Product Sales by Retail Industry Seg ment [Estimates, J016)

Share of Food Products in Total Sales Food Sales
Industry Segment Total Sales (Estimates*) (Esti J
Grocery WwWireE 84, 5% W19 trillion

Supermarkets trillion




Hype rrra rhe tx w529 51.0% w270 tdllion

trillion

Co fivenie fioe 540 fes Wi9.G 51.4% W10.1 tillian
trillian

On-line Retailers WES.E 13.4% WWEE trillion
trillion

D= partment 540 res WAaa 10, 1% W0 trillion
trillion

Others** W7.3 trillion

Total WS trillion

Source: Retall Industry 5ales by Prod uct Statktics, Koma National Satisties Office (hitgfhosis ki

* Estimates are based on IR repors of some of the eading cormpa nées in each segment. The figure for on-lne miallen kB
I Drelire shopping mduwdtny pod wet sales starELes” by Korea Mational StanEtics Office.

O re irclude | nde pe ndent, family o pemted srmall rets il shops and vendars in trad tlonal strest markst,

Figure 7. Breakdown of Food Product Sales by Eb1.:|i||r||;|l|.|.'.1'rl|r Segment [(2014-2016)

——
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12t aleérs Lored

It & nota ble that the agges e expansion stiategy pursusd by leading large-2ca le retail companies las

heiglte ned competition in the Korea n retail bood sector, While maintaining heavy invest ment to add additional
stomes and new businesses, kading phyers hawe a ko actively pursued merger and acquisitio n o ppo rtunities to
achieve biggercontrolof the sector, B a result, the Korean mtail food sector today B mainly driven by a

e ndful number of leading pbyers. These kading pbyers are ingeneral "conglomerate” reta il businesses that
pa rticipate in all key reta il industry segments. Forewsample, the business umbrell of lotte Shopping G. (one of
the leading large-scale etailcom panies in Korea) includes s upemarkets (Lotte Super), hypermarkets [Lotte
kart), department stores (Llotte Department 5tore), convenience stores (Seven Eleven Korea ), outlet shopping
mialls [Lotte Outlet), duty free stores (Lotte DFS) health a nel keauty shops (LOHEs), TV home shopping (Lot
Hame Shapping), and Internet shopping mall [Lottecom ).

Korean retaikers ingeneral rely heavily an independent importers or middle man detrlbutors for impo ried food
productz. Akhough keading playe s a e making inones sed efforis to expand direct imports from foreignsuppliers
for lower cost and improved poduct assortment, theircurment attention is mainly targeted on a limited numbsr
of large volume products such as fresh fruits, livestock meat, and seafood

Evo e ment of the retail sectar in Korea lesako led to development of modern, large-scale bgistcs
industry. Leading retailers are equipped witha emperature controlled distribution network of trucks and



wiareho uses that cover the entire market. On the other hand, smalkto-medium-size retailers in ge neral rely on
third party bgistics service providers for wamehousing and tricking. The lbgistics indistry & like ly to continue
solid growth in the coming years due to a rapid rise of consumer demand for home delivery service, which i
now widely offered not only by on-line retailers buta ko by conventional el stores,

For furtherinformation about the retail food sector in Eomea, please efer to the Eorea Retail Food Sector

Biennia| Report 2017, K51729 dated September 26, 2017 favaik ble from www atoseo ulcom or
wwrw fas. usda . gov).

€. Hotel, Restaurant and Institutional (HRI) Food Service Sector

Evo e mient of blestyle and dietary c ulture coupled with ing reased income level af Koean consumers have
pramoted & rapkl growth of the Hotel, Restmurant and Institutlsnal (HRI) food service secior in Korea over the
st three decades. Monihly percapita houzehold < pending on dining outzide the hame amounted io W04 074
won [roug hly %94 ) in 2015, up 2.7 pereent from the previows year, Each Korean househo ld < pent 47 4 percent
of its food expend®ure, or 12.9 perxent of it total consumption expenditume on dining out. 1t & expected thai
spending ondining-out will cntinue a steady growth in the coming yearsas korea nconsumers face ever busier
lifestyle with increased number of dual-income Bmilies and single-mem ber howseholds.

Figure & Monthly Per Gpita House hold Spending on Dining Outside the Home

FLULUA]

— e e
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Souece: Monthly Howe hold Income & Expend Bu e 5 ey, Koea National Seatetics Offce

Cash register sakes for the HR food service sector in Korea totled WE3.B trillion won (579.6 billon at 51 =
W1,052 won as of Dec, 31, 2014) in 2014, up 5.4 percent from the previous year. Fullservice Eorean
restaurants remained the leading segment of the sector by accounting ford 36 percent of the sector sales. Bars
were the second brgest segment of the industry accounting for 13.3 pereent of the sectorsa ks, However, the
barsegment reco rded the least mles growth betwesn 2012 and 2014 in the sector due to elevated oonsumer
health concerns and reduced corporate entertainment s pending. On the other hand, cafés and non-akohol
kevemge shop, quick-sevice restaurant and iretitutional feeding restaurant segments led the s ks gowthof
the sector during the period. Strong consumer interest in new tastes, busier kestyles, and concerns for the
sluggeh econamy are likely to further boost the sales of these seg ments inthe coming years.

Table 7:Brea k Dewn of Food Service Sectarin Korea
Category Type of Restaurant 2012 o bl Gewth
Full Serdice Humbser 295,48 01538 2.2%

Restaurant e Sales® 35,178,359 36,554,531  39%
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Figure 9: Anfual Sales and Tota | Number of Restaurants & Ba s in Komea
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Soumne: Restaurant & Bar Ind ustry Statstics, Kora NationalStatics Office

Figure 10: Brea kdown of Resta ura nts and Bars by Annual Sa les (Unit: Wan )

Soume: Retaumnt L Bar ind BEIry STATE IS, Korea Natona St Of fee

The evalving food senicesector & generating new opportunities for imponed products that offer new wates,
healthy recipes, added-value, stable supply, and specifcations catered o ood s rvice industry use,
characteristics whane U.5, products are competitive.

For furthe rdetailed infomation abouwt the HRI food service sector in Korea, please refer to Korea HRI Food
Service Sector Biennil Market Report 2016, K51604 chted Februa ry 11, 2016 Ewilable from

wwwatoseoul.oom or wnw fas. usda gov).
0. Food Processing Sector

Korea maintains a strong food processing industry that manufactures a wide variety of processed food producs
and food additives. There were over 26000 food processing companies in Korea as of 2015, which generated W
19 willion won (mughly 547 billion )of = les, up 8 percent from the previous year.

Fligure 11: Annwal Sales of Food Processing Industry in Korea
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Soume: Food Processing Indstey Statetics, Korea Minktry of Food & Drug Safety (MFDS)

Alco hol Eeverages and non-alocshel beve mges were the keading @ tegores produced by the Korean processors
az of 2015, follvwed by snacks, bread & bakery products, and coffes & tea. |ntermzof growth, healkh
functional foods, moffee & tea, snacks, a i sthers categary led the grawth af the process ing ind wtry e

b b i 2011 and 2015,

Table 8;: Breakdown of Food Procesing Industry Sales by Product Category (Unit: Billon Wan)

Category 2011 2015  Growth
Akoho| Beverages 4538 5318 18%
Kon-alohol Beverages 4,100 4,670 1%
Snac ks 197 37= 288
Bread & Bakery Products 3403 3,692 8%
Coffes & Tea 2,176 3214 AE%
Ready-to-eat Prepared Foods (2,620 2,983 14%
Hoodles 2,526 2946 AT%
Health Functional Foods 13e 4,219 62%
Fermented & Seasoned Foods | 1,768 2,080 186
Sugars and Syrups 2213 1971 -13%
Fat & Oil 1,565 174 1%
Food Additives 1,304 1,623 24%
Sauces & Condiments 1172 13 %
Chooolate Gonfectione ry 1,197 1728 5%
Processed Meat Prodiucts 1,257 1,345 T4

Others 8973 11800  31%
Total 43,244 51910  20%
Soume: Food Precessing Indwstey Statktics, Korea Minktry of Food & Drug Safety (MFDS)

The Korean processing industry relies heavily on imports for raw materials, inte mediate ingredients and
additives beca use of limited local supply. As a resulkt, the Korea n food processing industry offers an outstanding
cpportunity for imported agricwtwa | preducts for processing use fom Bsk oo mmod ltes such as cornand
wheat to Intermedite Ing redlents such as whey powder and frult juce concentmtes to food addit ves such as
flavers and coloring agents, Abouw 7 pereent of over ll produetion by the Korean food processing Industry &
currently exponed to foreign market= and Korean proceszo e a e making extra effort to expand their export
business. The Korean gowemment is also committed to provide the industry with financialand pomotional



support to boost ind ust iy exports under the “gbbalimtion of Eorean Food”™ policy initiative,

Figure 1.2 F:l:p:-rl::uf Ko rean Food Processing Ind ustry

Soune: Food Processing Industry Statetics, Korea Minkstry of Food L Drug Safety [MFDS)

For furthe r detailed infomation abo ut the food processing sector in Korea, please refer to the Koma Food
Processing Ingedients Market Report 2016 ES1651 dated bnuary 3, 2017 [awailable from www atoseoul.oom

orwww fas usda govl

SECTION Vi: KOREA'S AGRICULTURAL & FOOD IMPORTS
A Agricultural & Food Import Statistics

Monthly updated statistics of Korea's agricultural and food imports, o rga nired by 4-digikt H5codes based on the
Korea Trade Information 5ervice database (KOTIS, CIF valee) isavailable from the ATO Ssoul's Inte met ho me-
page www atceeou Lleam). Quarterly presentathons that summa iz |mport trends of key products are alss

avalls ble fram the sie.

B. Best High-value, Consumer-oriented Product Prospects

avr,

2015 Avg M6
Imports ' Impaort Fey
Product HS (% Mil) :ﬂm"'l Tariff Rates  Constraints for il
part Attractiveness for
Ca tegarry Code fram o wih o ol .5 Suppliers
World warll Ammerican Develo prme nt ==L
™
UsA USA ol
. 2pm 119% BSE image, High price &
Baef Meat 0201 2% Competition, limited supply of
0202 967 17.6% High tarlffs loa | prodict
1268 50% High price &
Pork Meat 0203 0% - 9% “:'“"z'ET limited supply of
352 1.5% igh tar loca | product
193 -1 &% Avian High price &
Poulty Meat & | a7 . ] Influenza,  limited supply of
Competition loca | product
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Food Export USA - Northeast Region of the United St tes

150 5. Independence Wall West, 1036 Public Ledger Building. Phikdelphia, PA 19106 USA
Telkephone; 215-82.9111 Faw: 215-E29.9777

E-mail; info@foodexportorg

Website: www.foodexport org

Southern United States Agricultura | Trade Asscciation (5U5TA)
2 Canal Street Suite 2515, New Orleans, LA 70130, USA
Telkephone: 504-568-5986 Fax: 50d-588-8010

E-ma il: sustai@s =@ org

Website : wanw _susta.ong

C ADDITIONAL SOURCES OF INFORMAT ION E SUPPORT &
(1) For infermatienan the man-agreulural cormmerne bl and industria | preducts in Korea, please contact

U5, Cammenial Service

Korean Address: U5, Ermnilmssy, B2, Sejong-ro, Jongro-gu, Seoul, Ko rea

.5 Mailing Address; U, 5 Embassy Seoul, Unit 15550-USCS, APD, AP 962055550
Tekephone; +82-2 374535 Fax:+82-2 73B-1628

E-mail: Seocul office box@ma il doc.gov

Homepage: www. buyusa.gov/southkorea

(2)The American Chamberof Gommerce in Korea [AMCHAM joffe s a beal network of America n businesses by
sector, through which its over 1000 member companies @ nshare market intellgence and colls borate on new
bus iness op potunities.

Addmess: #4501 Trade Tower, 159-1 SSmeung-dong, Gangna m-gu, Seoul, Koea
Telephone: +83-F 564-2040 Fax: +82-2 564-2050

E-ma il: amc hamevp ©a me hambko ea.org

Homepage: www.amc ham korea,omg

(2) Amercan State Offices in Korea (ASDK)

1 DE : Stale of Delavare Koma Oifice
Repesentaive: M. Ken Yang
Bih FL, Yulchon Bidg., 20,
Gukjsgeumyu ng-Ra, Youngdungpo-gu, Ssou, 07327 Koma
Tak +82-2-TBE-TTD1 Fax: +B2-2-TBE-T7Ox

E-mail: kyangikbsing co kr Waebsile: gobal de law s gov

2h G State of Geoigia Kom a Ofice
Man aging Dwector: Mr. Feter Undenvood
Dimcior Me JdiYeon Kim ) Trades Reps senialive: Mr, Ssong-hun Les
Suile 1705, Offcia Building, 82 Sasmun an-ro.Jong no-gu,
Secul 03186, Koma



3)

4)

=)

B}

L

B}

o)

Tak +82-2-M01-3222 Fiam, +B2-2-701-8B58
E-mal; punde mocd@geomiacn / kim@geo giacm / skee@georgia.ong
Wiabsite: waw qec i is.oim

LA Louisians Economie Develspme nl Ko a Office

Fispmeesntalie: M. Young-Ho Seo

IKF 308, Heolleung-m 7, Seccho-gu, Secal 06TR2, Koma

Tek +82-2-508-8768 Fax: +82-2-6275-5060

E-mal: youngho. s | agow W bsile: warw opporunity o uisiana.c om

MDD : Repress flalve Korea, Stas of Maryland, Un iled Staiss
R possnlalpe: M. Thomas (Joosmn) Kim

Lotte C astle Gold, Maple towar 2703,

Olympic-Fo. Songpa-gu, Seoul 05510, Koea

Tel +82-2-303-8000 Fax: +82-2-401-6644

E-rmal: Thomas Kim@ Stae O iMaryland ki, mg k233 kaiel s ke

Wabsite: wany, Stole OfM arvignd kr

MK : Minnesota Trade Cffice in Komea

Country Director Kr. Hank lmm

Suils 58, 22™ Fioor, Twe IFC, Yeouds, Ssoul, 07 326, Koma
Tel +82-10=4400-4510

E-mal: hankimmi@state mn.us  Websie: www. mn.govidesd rade

MO : State of Missouri Ko a Office

Dimcior M Josaph Le nox

S il Financs Canber AF 130 Sa jang - ases, Jung-gu, Seoul, 04520, Konea
Tak +82 -T0- 43224414

E-mal: josaph. ke noad misscu ri-koeacom

Website: wnw.ded. mo gov

ME : Stale of Mseissippl, Koma Rep Office
Fepessniaive: Mr. Seck-Soon Cho

A7, ADS, Taharan o, Gangnam-gu,

{Champs Elysses Cantar), Seoul, (6102, Koma

Tek +82-2-518-0125 Fax: +EB2-2-548-8127
E-mal: sechofOifhe mpas com, choss mailqmail com
Wabsibe: wnw. mississippLoim

MC : Slate of Morth C smlin 8 Koea Offce

Repesentative: Ms. Hyun- Sook Kim

I nweel Ko a Flars 404,

Healleungno 7, Sesocho-gu, Seoul, 06782, Kom a

Tal +82-2-387-1651

E-mail: hghimiimpes or kr Websie www adpnc com

OR : Homa Represe native Office, Stale of Oegon

R pessntatve Dr Jin-Waoen (Jim) Km

Suile 1507, Dongyang Eldg .. Sokong-dong 112-6,
Chung-gu, Sacul, 5331, Komea

Tel +82-2-T53-1349 Fee: +82-2-T53-5154

E-mal: pegonkoeaiifgmailcom Websie: www.omgonkomacy



10}

11}

12)

13)

14}

15)

16}

17

OH: Etade of Ohio Kom a O ffice

Repmsentative: Mr. Heon- Sang (Howard) J ang

Gangnam bidg 16F, Secchodaem 306, Ssccho-gu, Seoul, Koma
Tel +82-10-32506840

E-mal; ang.jo beo ea@ocogbbalcom  Wiabaite: waaw jo ba-ohio com

FA : Commonwaalh of Pennsdvania Koma Office

Mr. Steve Shin, Merketing Specialist

Eih FL, Yulkchon Bidg.,

20, Gukjegeurmyung-Fo, Youngdungpo-gu, Sseul, 0F 327, Komea

Tak +82-2-TBE-T703 Fax: +82-2-TBE-T7

E-mal: gshinf@ peonsylvaniaorkr  Website: www penn gylvania.orkr

TH : State of Tennesses Korsa Office

Cimcior : Ms. Hes-jung Shin

7TH0E, Miwon Bidg. Yoido-dong 43, Youngdeungpo-gu, Ssoul, 07 333 Koma
Tal +82-2-G0855421 Famc: B2-2-TE3-5421

E-mail: heajung shini@tngov Websie: www tnecd com [www in goviecd

UT : State of LHah KomaOffce

RepressntEtive Ms. Hyun- Sook Kim

Invesl Koma Flaz 4044,

Healleungno 7, Seocho-gu, Seoul 0672, Koma

Telk +82-2-6000-3090-1 Fax+ B2-2-2205-3388

E-mal: hskimilimpss orkr We baite wiw, utsh . gov

VA State of Vg inla Komes Office

Fopmossntatve: M. Jule (Young) Kim

22F, Seoul Gity Tower, 110, Huam-m, Junggu, Seoul, 04637, Koma
Tek +82-2-6390-7TE1 Fax +82-2-6300-7T703

E-mal: jkimi YeeVigniacng Websie: weww yesviminia.org

VA | State of Visginia Trade Office
Mz, Sophiales, Markating Specialist

Bth F1, Yulkchon Bldg.. 20, Gukjegeumyung-Fo,
Youngdungpo-gu, Ssoul, 07327, Koea

Tal +B82-2-TRS-TT02 Fem: +82-2-T88-7 704

E-mal: glonld kbsins oo ki Wiabaibe: witnn. v ovidiniacrg

VA-Port : Virginia Fort KomaOffice

Repesentatve: Mr. Sang-Yong Les

Rm 405, Seccho Plaza B/D, Seocho-dong,

Sencho-gu, Seoul, D664, Komsa

Tol +82-2-739-6248 Fax: B2-2-T30-8538

E-mal: ypaseoulficholcom . glhaf@vilorg Website: www vitorg

Fairfax County Economic Deve o pment Authority { FCEDA)
pre e nlathe: WM. Chaf e s Fim

Hanhwa Obalisk C-213, C hsongmin-m 5,

Songpa-gu, Seoul, DGE4 1, Korea

: «82-2-774-0501 Faa +82-2-TT4-6646

E-mal: ckimi@fcedaorg We beite wyww fairfaxco unbedaorg



1B}  WI: Wisconsin Economic Deve b pmaent Corporalion Koma Cifice
Ceputy Diector: Ms, Hye-won Shin
Bih FL, Yukhon BElda.. 20, Gukjegeumyung-Fo,
Yioungd ngpo-gu, Ssoul, OF 327, Komea
Talk «82-2-TB5-T702 Fas: +B2-2-T85-7 704
E-mal: hshini® kbsing co kr Website: woww inwisconsin com

APPEN DIN: KEY SOCI0-ECONOMIC INFORMATION OF KORE A
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Soume: The ClA Waild Factbook [avww.cls gow)



