
In January, South Korea’s top financial regulator, the Financial Supervisory Commission (“FSC”),
introduced a set of measures to reform the country’s capital markets. The measures are aimed at
improving foreign investors’ access to the markets and reforming regulations to be more on a par with
other advanced markets. The proposed changes are bold and could trigger a paradigm shift in Korean
equities, which have long suffered a valuation discount relative to global peers, by making Korea more
conducive to foreign investment. 

Overcoming language barriers
In 2022, companies listed on the Korea Composite Stock Price Index (“KOSPI”) market, the main board
of the Korea Exchange, released 2,483 disclosures in English  , equivalent to a mere 14% of the number
of disclosures in Korean  . Moreover, English disclosures are made voluntarily and most rely on machine
translation. Currently, there is no legal remedy for investors if any dispute arises in relation to English
disclosures. DART, the online repository of Korea’s corporate filings, displays a disclaimer stating
“disclosures in English are made voluntarily with no legal effect and may not correspond to the original
disclosures in Korean due to mistranslation”. Therefore, until now, foreign investors who rely on English
disclosures have been prone to misinterpretation and incomplete information. 

In 2024, authorities will make English disclosures mandatory for companies in phases. Initially, KOSPI-
listed firms with KRW 10 trillion (c.£6.4 billion) or more in assets and companies with foreign ownership
of over 30% (in this case, KRW 2 trillion or more in assets) will be subject to the English disclosure
requirement. From 2026, the requirement will be expanded to listed companies with KRW 2 trillion or
more in assets  .  

Removing foreign investor restrictions
The FSC is showing its intent to break away from a familiar but outdated regulatory framework. It is
scrapping the laborious registration requirements for foreign investors which were introduced in
1992   . Foreign investors will be able to open brokerage accounts immediately without a prior
registration process that typically took a few weeks to complete. The FSC is also ditching the reporting
requirements for trades by foreign investors made through an omnibus account, and expanding the
asset classes that are available for over-the-counter transactions by foreign investors.
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The capital market regulatory overhaul was long overdue in South Korea. While the proposed changes will be
gradual, they are a step in the right direction. As the measures get implemented, the investible universe for foreign
investors will expand and include companies that have been challenging to assess or invest in due to language
barriers and restrictions. These companies are primed to benefit from the shifting investor landscape in South
Korea. 

Opportunities for Utilico Emerging Markets Trust 
The FSC’s actions to improve market accessibility have been prompted in part by a report by MSCI Inc. in
June 2022   . South Korea is classified as an emerging market by MSCI, which has been reluctant to
promote the country to developed market status due to insufficient market accessibility. However, this
may soon change given South Korea’s continuous efforts to address MSCI’s concerns. Goldman Sachs
analysts estimated in February 2022 that a reclassification of South Korea as a developed market could
prompt over US$44 billion of net inflows from foreign investors and the KOSPI could rise by 35%   . 
The proposed reforms are likely to have a more profound impact on South Korean companies where
foreign investment is underrepresented. Currently, foreign investment is concentrated in the large caps,
with around 80%    of all foreign investor money in the top 50 companies listed on the Korea Exchange.
This compares to around 50%    for local investors. 

Local and Foreign Investments in Korean Stocks
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Source: KRX, ICM, 2023: Local and foreign investments in South Korean stocks by market capitalisation ranking; 
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Risk Warning
The information presented on this document is solely for information purposes and is not intended to be, and should not be
construed as, an offer or recommendation to deal in Utilico Emerging Markets Trust plc ("UEM"). Investments in UEM are subject
to investment risks, and the value of investments and the income derived from them may fall as well as rise and investors may not
get back the principal amount invested. Past performance is not indicative of future performance. Investors should read the
prospectus along with the supplement(s) and seek relevant professional advice before making any investment decision. The
information presented has been obtained from sources believed to be reliable, but no representation or warranty is given or may
be implied that they are accurate or complete. UEM is managed by ICM Limited and ICM Investment Management Limited. The
Investment Managers reserve the right to make any amendments to the information at any time, without notice. Issued by ICM
Investment Management Limited (registered in England: 08421482), which is authorised and regulated by the Financial Conduct
Authority (FRN: 630094). The information in the title banner is as at 31 March, 2023 and approved by ICM Limited.

Utilico Emerging Markets Trust plc | Registered Office
The Cottage, Ridge Court, The Ridge, Epsom Surrey, KT18 7EP, United Kingdom 
Company registration number: 11102129
www.uemtrust.co.uk
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*Total return is calculated based on undiluted Net Asset Value, plus dividends reinvested and adjusted for the exercise of warrants
and subscription shares
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