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Of the many stereotypes that are tossed around about South Korea and South Koreans, one of the 
most generous and true is that it’s a place and people striving and working hard. 
 
My favorite such characterization came from an American diplomat at one of the sessions of the 
Six Party Talks several years ago. Waxing on to reporters in praise of South Korea’s delegation, 
this person said. “You know the South Koreans, always getting Monday’s homework done on 
Friday night.”  
 
That image got a jolt recently from some news in a slightly obscure part of the financial world. 
 
 MSCI Inc., one of the two major compilers of stock and mutual fund indices for investors 
around the world, said on June 10 it decided to stop reviewing South Korea for elevation from its 
status as a “developing” market to “developed,” the highest level and home to the safest 
investments. 
 
Each year since 2008, MSCI has considered whether to make that change. And each year it has 
found issues that stood in the way and asked the country’s regulators and stock exchange to 
address them. Now, after six years in which changes weren’t made, MSCI threw in the towel. 
 
It cited two issues that constrain accessibility to the South Korean market for international 
investors: the limited convertibility of the South Korean won and rigid use of a national ID 
system. 
 
Many non-Koreans who live in or visit South Korea encounter difficulties with the ID system. 
Workarounds become a necessity. For most of my time in the country, my cellphone was 
registered under the name of a South Korean colleague instead of mine or that of the foreign-
based company where we worked. Friends in Hong Kong and Japan who are fond of Korean 
products often complain about the inability to order them online because a Korean ID is required. 
That South Korea hasn’t fixed this simple issue is mystifying. 
 

 



 

The won is the real challenge. Through the early and mid-2000s, South Korean authorities took 
many preparatory steps to internationalize the won, making it convertible outside of the country, 
in 2009. But the outflow of capital following the Lehman collapse in September 2008, resulting 
in a sharp plunge in the value of the won, spooked regulators. In October that year, they stopped 
the march to convertibility and in 2010 hunkered down behind new measures to stop 
“speculative” movement of capital. 
 
Today, with few exceptions, the won still can’t be used, obtained or converted outside the 
country. South Koreans, if they want to invest abroad, must change their won to dollars or some 
other global currency. Most exporters wind up doing business in U.S. dollars. And firms that 
want to invest in South Korean stocks must do it in Seoul rather than via accounts that can be 
traded and settled outside the country. 
 
This skittishness about the won’s value is rooted in the 1997 financial crisis in South Korea and 
several other Asian countries. At that time, the U.S. and other countries forced South Korea to 
end the won’s peg to the dollar, causing it to lose nearly half its value as $1 went from about 950 
won to 1,800 won. By 2005, the won’s value had organically come back. From then throughout 
2007, $1 was worth around 910 to 950 won. 
 
When the won collapsed in late 2008 and 2009 to the point where $1 bought 1,400 won, South 
Korea felt a psychic blow. The won’s strength, or more specifically its years-long recovery from 
the 1997 collapse, had been a source of pride. I visited Seoul from Hong Kong almost monthly in 
2005 and 2006 and, upon remarking to a hotel clerk on one trip about a particularly big jump in 
the won’s value since my previous visit, was told, “Our country is getting stronger.” Shortly after 
Lee Myung-bak took office in 2008, newspapers railed against his policy of letting the won 
weaken about to about 1,000 per $1. “The government should look for measures to halt the sharp 
weakening of the Korean won that may end up threatening the nation’s economy,” Chosun Ilbo’s 
editorial page wrote in March 2008. 
 
Today, perceptions have reversed. South Korean officials and media openly worry about the won 
being worth 1,000 for $1 again. Newspapers and broadcasters are filled with stories about the 
expectation of lower profits for Korean companies as the won strengthens. But investors seem 
less worried, with the Kospi far higher than it was during the 2005-08 strong won era. Indeed, 
the Kospi is only about 5% below its 2011 record high.  
 
Following the MSCI move, the South Korean finance ministry maintained its customary silence 
about the actions of market players. KRX, the Korean stock exchange that became government-
controlled during the Lee administration, issued a statement saying it had done all it could to 
respond to MSCI’s concerns. It pointed to the bigger picture, without directly mentioning anxiety 
over the won.  
 
Its statement said: “The overall sentiment is that the government should carefully deal with such 
issues, taking into consideration their impact on the national economy and the financial market, 
rather than changing policies for the purpose of getting the developed market status.” 
 
MSCI, an independent company that spun off from Morgan Stanley in 2009, also took Taiwan 
off consideration for developed-market status, citing similar issues and lack of change. And 

 



 

investment managers of emerging- or developing-markets mutual funds are happy to keep 
Korean and Taiwanese firms in their basket of investment possibilities. Since both countries 
behave more like developed markets, they bring stability to investment funds that can be 
whipped around by the volatility in places like China and Vietnam.  
 
And yet, the easy acceptance of MSCI’s decision in South Korea seems uncharacteristic of the 
place that outsiders have come to know and admire for the last half-century, a place where 
people were pushing to reach the level of companies and institutions in bigger, richer countries.  
 
Like the arrival of a middle-age spread or the boiling of the proverbial frog in a pot, settling into 
mediocrity happens slowly and with fewer markers than the climb upward. This could be a 
moment when the fire was turned up a notch and the people in the pot didn’t notice. 
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