/
MIRAE ASSET

Global Investments

|

Korea’s Transformation:
Factory Production to
Innovation Generation
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@ The Hermit Kingdom: Then and Now

e Korea has been a traditional powerhouse in manufacturing, experiencing robust gains in social, political, and economic
indicators in past decades, although the country now faces a “new normal” of lower growth and muted inflation as it is
impacted by dynamics beyond its borders.

* A rebalancing China has pulled down Korean exports, widely regarded as a bellwether of global trade.

Korea: Decelerating Economic Growth
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While A Slowing China Drags Down Korean Exports
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Source: Bloomberg, Mirae Asset Global Investments (2016)

lb Structural Shift from Manufacturing to Innovation

e Korea has moved away from manufacturing, towards services, with industrial policies that paved the way for resilient
leaders in the sectors of LCD/display, automobiles, semiconductors, and shipbuilding by the likes of Samsung, Hyundai,
SK, LG, and Hanwha.

* [ntense focus on indigenous capabilities in the way of education, research, and high tech development have yielded
world-class results in the way of innovation (ranked no. 1 in the Bloomberg Innovation Index from 2014 to 2016).

A Transformed Gross Domestic Product Composition
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Fostering an Indigenous Innovation Spirit

Rank Ecomony Total Score R&D. | Vi ) " Researchgr Patlte.n
Intensity  Value-Added Concentration Activity
1 South Korea 91.31 2 1 39 2 1 6 2
"2 Germany 85.54 8 3 32 5 17 14 3
3 Sweden 85.21 5 16 16 9 16 5 8
4  Japan 85.07 3 13 29 5 34 9 1
5  Switzerland 84.96 7 8 3 10 25 13 5
6  Singapore 84.54 17 5 5 13 2 7 24
7  Finland 83.80 4 18 26 23 4 3 7
8  United States 82.84 10 26 8 1 37 21 4
9  Denmark 81.40 6 22 13 21 18 2 10
10 France 80.39 15 39 15 4 12 18 11
11 Israel 79.81 1 35 35 7 29 1 20
12  Russia 78.85 31 27 18 8 3 27 15
13 Austria 78.45 9 11 14 30 7 11 13
14  Norway 77.07 21 43 1 12 24 8 19
15 Ireland 76.67 24 7 12 25 6 24 22
16 Belgium 76.19 13 23 10 21 31 22 17
17  United Kingdom 74.92 22 44 30 11 9 20 14
18 Netherlands 74.90 18 28 24 15 41 16 9
19 Canada 73.44 23 40 19 17 22 12 26 J
20 Australia 73.42 14 47 2 16 21 15 32 \_

Source: Bloomberg Innovation Index (2016)

11 Riding the Korean Wave High Yet Facing Challenges at Home

e Soft contents and the Korean wave are riding high on back of greater tourism levels to Korea, notably from China and
Southeast Asia (Chinese spend 3x more on average than other tourists’).

e On the other hand, Korea faces a shortfall in its labor force coupled to a heavier dependency ratio weighing on the country
as the median age rises and fertility rates plummet to levels of nearly one-fifth what they were fifty years ago.

" CLSA, Korea Tourism Organization

Korean Wave Leads to Leap in Chinese Tourists
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Source: Korea Tourism Organization, Mirae Asset Global Investments (2016)

Amid a Shrinking Labor Force and Greying Population

Bl Additions to Working Age Population [5-Year Average Growth] (RHS) l Dependency Ratio (LHS)
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ﬁ Country at a Crossroads

e Meanwhile, the country faces a high stakes leadership handover from the second to third generation of Chaebol families
and thorny social and economic issues such as stagnating wages, higher unemployment, gender inequality, deflationary
forces, elevated senior citizen poverty, and mounting household debt levels.

e Corporate governance issues are high on the agenda for all stakeholders, like those of higher dividends and eliminating
conflicts of interest against shareholders, as Korea trails regional peers in Corporate Governance scores.

“Korea Discount” of Paying Out Low Dividends

Dividend Yield (%)
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Source: Bloomberg, Mirae Asset Global Investments (December 2015)

Korea Trails Regional Peers in Corporate Governance Scores

CG Rules & Political &

Rank Country . Enforcement IGAAP CG Culture
Practices Regulatory

1 Hong Kong 65 61 71 69 72 51

1 Singapore 64 63 56 64 85 54

3 Japan 60 48 62 61 72 55

4  Thailand 58 62 51 48 80 50

4  Malaysia 58 55 47 59 85 43

6 Taiwan 56 48 47 63 75 47
_7___India 54 57 46 58 57 51 _
(8 Korea 49 46 46 45 72 34 )

9 China 45 42 40 44 67 34

10 Philippines 40 40 18 42 65 33

10 Indonesia 39 34 24 44 62 32

Source: Asian Corporate Governance Association (2014)

<5’ Security Umbrella and Geopolitical Entanglement

e Korea must strike a balance between a close economic interdependence with China and the traditional US alliance as
typified by the American security umbrella, as geopolitics flare on the peninsula with North Korea.

e While the consensus is that reunification remains far off, the scenario analysis of pros and cons for such an event remain
mixed, although they would surely exact an onerous short-term cost on South Korea’s economy.

Million Man Army and Manhattan Project in Pyongyang
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Source: International Institute of Strategic Studies (Military Balance 2015),
The Economist (2015), United States Geological Survey (January 2016), Mirae Asset Global Investments (2016)

North vs. South Korea: Economy & Industry
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Source: Bank of Korea, Statistics Korea, The Economist (2015), Mirae Asset Global Investments (2016)

Disclaimer

This document has been prepared for presentation, illustration and discussion purpose only and is not legally binding. Whilst complied from sources Mirae Asset Global Investments believes to
be accurate, no representation, warranty, assurance or implication to the accuracy, completeness or adequacy from defect of any kind is made. The division, group, subsidiary or affiliate of Mirae
Asset Global Investments which produced this document shall not be liable to the recipient or controlling shareholders of the recipient resulting from its use. The views and information discussed
or referred in this report are as of the date of publication, are subject to change and may not reflect the current views of the writer(s). The views expressed represent an assessment of market
conditions at a specific point in time, are to be treated as opinions only and should not be relied upon as investment advice regarding a particular investment or markets in general. In addition,
the opinions expressed are those of the writer(s) and may differ from those of other Mirae Asset Global Investments’ investment professionals.

The provision of this document shall not be deemed as constituting any offer, acceptance, or promise of any further contract or amendment to any contract which may exist between the parties.
It should not be distributed to any other party except with the written consent of Mirae Asset Global Investments. Nothing herein contained shall be construed as granting the recipient whether
directly or indirectly or by implication, any license or right, under any copy right or intellectual property rights to use the information herein. This document may include reference data from third-
party sources and Mirae Asset Global Investments has not conducted any audit, validation, or verification of such data. Mirae Asset Global Investments accepts no liability for any loss or damage
of any kind resulting out of the unauthorized use of this document. Investment involves risk. Past performance figures are not indicative of future performance. Forward-looking statements are
not guarantees of performance. The information presented is not intended to provide specific investment advice. Please carefully read through the offering documents and seek independent
professional advice before you make any investment decision. Products, services, and information may not be available in your jurisdiction and may be offered by affiliates, subsidiaries, and/or
distributors of Mirae Asset Global Investments as stipulated by local laws and regulations. Please consult with your professional adviser for further information on the availability of products and
services within your jurisdiction.

Hong Kong: Before making any investment decision to invest in the Fund, investors should read the Fund’s Prospectus and the Information for Hong Kong Investors of the Fund for details and
the risk factors. Investors should ensure they fully understand the risks associated with the Fund and should also consider their own investment objective and risk tolerance level. Investors are
also advised to seek independent professional advice before making any investment. This document is issued by Mirae Asset Global Investments and has not been reviewed by the Hong Kong
Securities and Futures Commission.

United Kingdom: This document does not explain all the risks involved in investing in the Fund and therefore you should ensure that you read the Prospectus and the Key Investor Information
Documents (“KIID”) which contain further information including the applicable risk warnings. The taxation position affecting UK investors is outlined in the Prospectus. The Prospectus and KIID
for the Fund are available free of charge from http://investments.miraeasset.eu, or from Mirae Asset Global Investments (UK) Ltd., 4th Floor, 4-6 Royal Exchange Buildings, London EC3V 3NL,
United Kingdom, telephone +44 (0)20 7715 9900.

This document has been approved for issue in the United Kingdom by Mirae Asset Global Investments (UK) Ltd, a company incorporated in England & Wales with registered number 06044802,
and having its registered office at 4th Floor, 4-6 Royal Exchange Buildings, London EC3V 3NL, United Kingdom. Mirae Asset Global Investments (UK) Ltd. is authorized and regulated by the
Financial Conduct Authority with firm reference number 467535.

United States: An investor should consider the Fund’s investment objectives, risks, charges and expenses carefully before investing. This and other important information about the investment
company can be found in the Fund’s prospectus. To obtain a prospectus, contact your financial advisor or call (888) 335-3417. Please read the prospectus carefully before investing.

India: Mutual Fund investments are subject to market risks, read all scheme related documents carefully.



