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South Korea’s constitutional court decided to uphold the parliament’s impeachment of President Park Geun-hye
amid a corruption scandal that has plagued the president and her adviser, Choi Soon-sil. An election to replace
her is to take place within 60 days. Despite the allegations and her low approval ratings, Park still had supporters,
and tensions have been high.

The impeachment ruling was definitely not a surprise to me as the degree of anger regarding the behavior of
President Park meant that the legislature seemed to have no choice but to impeach her. South Koreans have
been particularly harsh when it comes to presidential corruption and abuses of power. Several South Korean

presidents in the not-so-distant past have been jailed or gone into exile—one was even driven to suicide.

President Park’s impeachment has important potential implications for the South Korean economy and market.
Although the country has very strong Confucian traditions that have made it difficult to confront people of higher
status, there has been movement toward reform and change in the society as a whole, and not only in
government.

For example, in one case, a South Korean airline co-pilot was unwilling to confront the chief pilot about problems
because of the chief pilot’s superior status, with devastating results. One can also point to the continuation of
family control of the Korean chaebols (conglomerates), where control passes down from father to sons, even
though the family may not have majority control of the company. It is this system that | think could be reformed
or dismantled as a result of the recent presidential corruption scandal.

Since the major chaebols are so important within the South Korean stock market, moves to reform the system
could have major implications for the market. A weakening of the chaebol system could give an opportunity for
smaller companies to grow and prosper without being dependent on the chaebols.

The impeachment ruling in South Korea does not have a major impact in terms of our investment strategy in the
country or region. We are bottom-up investors and continue to look for what we view as potential investment
bargains in all sectors and all companies. However, if we see the chaebol system weaken, we anticipate a greater
focus on small- and medium-sized companies, which we would expect to realize faster growth.

What’s happening in South Korea offers some broader potential implications, particularly for other countries with
problems of corruption in the political arena. For example, prosecutors in Brazil took inspiration from Italian
prosecutors who had been successful jailing corrupt politicians. While these scandals are unsettling and can
create market volatility, they also offer opportunity for positive change.

Our analysts located in South Korea report the decision to impeach the president has been welcomed, and the
immediate market reaction has reflected optimism. There is a feeling that Korea is moving in the right direction.
It will be interesting to see how the presidential election in two months plays out, particularly in regard to chaebol
reform, which is an opposition-party focal point.



Mark Mobius’s comments, opinions and analyses are for informational purposes only and should not be
considered individual investment advice or recommendations to invest in any security or to adopt any investment
strategy. Because market and economic conditions are subject to rapid change, comments, opinions and
analyses are rendered as of the date of the posting and may change without notice. The material is not intended
as a complete analysis of every material fact regarding any country, region, market, industry, investment or
strategy.

Important Legal Information

All investments involve risks, including the possible loss of principal. Investments in foreign securities involve
special risks including currency fluctuations, economic instability and political developments. Investments in
emerging markets, of which frontier markets are a subset, involve heightened risks related to the same factors,
in addition to those associated with these markets’ smaller size, lesser liquidity and lack of established legal,
political, business and social frameworks to support securities markets. Because these frameworks are typically
even less developed in frontier markets, as well as various factors including the increased potential for extreme
price volatility, illiquidity, trade barriers and exchange controls, the risks associated with emerging markets are
magnified in frontier markets. Stock prices fluctuate, sometimes rapidly and dramatically, due to factors affecting
individual companies, particular industries or sectors, or general market conditions.
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