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Korea Trade Insurance Corporation (hereinafter referred to as "K-sure") was established in July 1992 pursuant to the Trade Insurance Act. K-sure is
an institute providing insurance for trade investment established under the Ministry of Trade, Industry & Energy (MOTIE). The objective of K-sure is to

reinforce the national competitiveness of Korea by promoting trade and overseas investment as well as being responsible for the following roles:

e Operation of various trade insurance to guarantee risks arising from the export and import of goods and capital goods, overseas construction

works and investment, foreign exchange risk management, export of cultural contents and services and other international transactions
e Provision of credit information services including credit research management and recover debts including receivables for Korean enterprises

¢ Realization of “a public corporation that Korean citizens trust” with the emphasis on the management of customer satisfaction through ethical
management and innovative management such as integrity, transparency, sharing, and communications

e Underwriting of trade insurance within the limit of the agreement signed determined by the National Assembly annually based on the govern-
ment's contribution amount with regards to the “Trade Insurance Fund’ and sound operation of the fund under the responsibility of the Corporation

e Expansion in the role of trade insurance that leads the stable trade and overseas investment, reinforces national competitiveness and develops the
national economy through trade promotion

K-sure endeavors to develop various trade insurance products and high value-added services in order to contribute to Korea’s exports and further-
more, to the vitalization of global trade by actively adapting to the changes in the international trade environment. As of the end of December 2015,
K-sure operates a headquarter, 16 domestic branches and 12 representative offices with 2 overseas representatives in major export focus cities and

has 533 employees in total.
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MAJOR BUSINESS ACHIEVEMENTS

We at K-sure believe that a successful penetration of Korean firms into global markets will provide the critical mo-
mentum needed for the growth of the Korean economy. Thus, we offer tailored trade insurance services for those
firms that try to find new markets amid global uncertainty so that they can pursue their business with peace of

mind.

K-SURE AND THE COMMUNITY

We focus on inclusive development by promoting communication and expanding sharing with our clients and
people in our community. We continue to pursue social contributions for community development, knowledge
sharing to help the weak, donations for a stable community economy, regular volunteering and sponsorship ac-
tivities for those socially marginalized, etc.




History

1900's

Dec 1968

Feb 1969

Jan 1977

Jan 1979

Jul 1992

Nov 1992

Nov 1994

Dec 1996

The Export Insurance Act enacted and
proclaimed.

Korean Reinsurance Company engaged in
export credit insurance agency services.

Korea Exim Bank engaged in export credit
insurance agency services.

The management institution for export credit
insurance changed (The Ministry of Finance —
The Ministry of Commerce and Industry).

Korea Export Insurance Corporation (KEIC)
established as the management institution for
export credit insurance.

Export Credit Guarantee implemented.
Short-Term Export Credit Insurance, Agro-
Fisheries Export Insurance and Market

Development Insurance implemented.

Member of OECD Export Credit Group (ECG)
and Group of Participants (GOP) Committee.

2000's

Feb 2000

Feb 2000

Jul 2005

Sept 2005

Nov 2006

Dec 2006

Dec 2007
Dec 2007
Apr 2008

Jul 2008

Sept 2008

Dec 2008

Apr 2009

May 2009

Export credit insurance underwriting
performance exceeded KRW 10 trillion.

Foreign Exchange Risk Insurance introduced.

Knowledge Service Export Credit Insurance
introduced.

Resource development system under Overseas
Investment Insurance introduced.

Overseas Resources Development Fund
Insurance introduced.

Overseas Business Financing Insurance
introduced.

Cultural Contents Export Insurance introduced.

Overseas Marketing Insurance introduced.

SME Plus+ Insurance introduced.

Agro-Fisheries Export Package Insurance
introduced.

Export credit insurance underwriting
performance exceeded KRW 100 trillion.

Comprehensive Overseas Resource
Development Insurance introduced.

Export Financing Facility (EFF) introduced.

Opening of Customer Service Center.

2010's
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Jul 2010

Jan 2012

Dec 2012

Jan 2013

Mar 2013

Sept 2014

Dec 2014

May 2015

KEIC newly established as Korea Trade
Insurance Corporation (K-sure), and NEW
VISION 2020 proclaimed.

The Anti-Corruption & Civil Rights Commission
evaluated K-sure as one of the most transparent
institutions in Korea.

Export credit insurance underwriting
performance exceeded KRW 202 trillion.

Awarded with “Global Multilateral of the year
2012” designated by Project Finance
International.

SME Plus+ Group Insurance introduced.

The Ship Finance Department renamed as
Marine Finance Department and relocated to the

Marine Finance Center in Busan.

Bond Insurance for Capital Markets launched.

Support Center for Foreign Exchange Risk
Management established.




2015 Highlights

Reinforcement of capacity for the globalization of
SMEs

Support for SMEs to enter the overseas markets by building
an export safety network (year-round)

Discovered seven new institutions for group insurance including
the Small and Medium Business Administration (SMBA) and the
Small&Medium Business Corporation (SBC) and expanded the
base for usage. Relieve coverage eligibility and magnify indem-
nification limits to provide more benefits to more SMEs.

e Coverage qualification : exports of USD 5 million or less — USD 50 million or less
¢ [ndemnification limit : USD300,000 — USD500,000

Establishment of on-site centered supporting organization
(July)

With the establishment of the Credit Underwriting Department,
the functions of domestic branches were channelled into on-site
centered sales and the departments responsible for on-site
management at the head office were branched to better reflect
site opinions on the business plan and objectives.

Newly established a dedicated organization for special sup-
port to export companies with secured export opportunities
(December)

With the new establishment of the Special Underwriting Unit,
broke away from the past evaluation focused on export perfor-
mance and supported SMEs centered on growth potentials
such as business performance and technology.

The number of enterprises qualified to receive special underwrit-
ing support increased twice and the range of the products used
to cover these SMEs expanded from Export Credit Guarantee
(Pre-Shipment) to Export Credit Guarantee (Nego), and Export
Bond Insurance, completing support equivalent to KRW 50.4
billion.
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Reinforcement of risk management system for sub-
stantial management

Newly established the Credit Underwriting Department and
allocated independent Credit Review Department to
strengthen risk management following large claim cases
(July)

The Credit Underwriting Department, a special evaluation orga-
nization, was newly established under the Global Business
Division with regards to new cover and credit increases under
the short-term financial program with the goal of reinforcing un-
derwriting expertise.

The Credit Review Team expanded its credit review capacity
and became an independent Credit Review Department, as-
signed with the independence over its credit review work related
to credit rating, underwriting, and risk management.

Expansion and reorganization of the Credit Underwriting
Department into 2 within each regional headquarter to scale
up the subjects of credit reviews (December)

The Credit Review Department which conducts docu-
ment-based reviews expanded and newly established within
each regional headquarter to secure neutrality when reviewing
credits.

Senior credit reviewers with expertise allocated to this regional
headquarters’ Credit Review Department to foster the
Department as the pivot pooling credit review expertise and
know-how.

Reinforcement of bid-winning competitiveness by
expanding project financing

Development of new growth engines for the Korean econo-
my through preemptive financing support (Year-round)
Aggressive support for emerging markets by expressing its in-
tent on the provision of support for these markets. Ignite new
growth engine through customized support considering the
characteristics and demands per industry after screening the
promising industries with regards to future growth industries.

e Support for emerging markets : Expressed its intent for preemptive
support on eight projects in Iran in '15 and support has been prepared
to enable the project to be executed immediately upon the lift of sanc-
tion.

e Support for new growth engines : Aggressive support for future growth
engines including the infrastructure and defense industries including
USD 90 million support for the construction of subway infrastructure in
Turkey and USD 80 million support for the reconstruction of air force
base in Irag and others.

Main events and awards

* MOU for trade insurance credit support with Banco Central
de Cuba (BCC) and Exterior de Cuba (BEC) (February 9)

* MOU with Kuwait Petroleum Corporation (KPC) (March 2)

* MOU with Islamic Corporation for the Insurance of
Investments and Export Credit (ICIEC) (March 4)

* Volunteer works under 1 company 1 village with rural sister
relationship in the first half of ‘15 during spring planting sea-
son (April 9)

* MOU with TVEB of Turkmenistan (April 13)

* MOU with Shinhan Bank of Korea for export promotion of
SMEs (April 14)

* MOU with Santander Bank of Spain (April 21)

* MOU with ABGF of Brazil, the export credit agency (April 23)
* MOU with BNDES of Brazil, the development bank (April 24)
* MOU with Industrial Commercial bank (ICBC) of China (May 28)
» MOU with Credit Agricole of France (June 1)

* MOU with Korean Businesswomen’s Association (June 4)
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Supply of financing at the right time with the establishment
of a platform for the provision of tailored export credit (Year-
round)

For a stable provision of export credits for those projects award-
ed to Korean enterprises, completely resolve the funding gap
which may arise in case of insufficient financial procurement ca-
pability of the ordering organization with the signing of a USD 10
billion on-lending guarantee agreement with global commercial
banks.

To boost the funding capacity of domestic banks for overseas
projects, create an overseas SOC fund worth USD 2.1 billion
and expand the participation of Korean banks in K-sure backed
loans to promote the globalization of domestic banks and
strengthen the contract winning capacity of Korean construction
companies.

* MOU with Korea Customs Service for the establishment of
the order in trade and currency exchange transactions and
the support of exporters and importers (July 10)

* Agreement with 6 domestic banks for SOC funding support
abroad (August 17)

* MOU with Efic of Australia (August 25)
* MOU with Australian and New Zealand Bank (ANZ) (August 26)
* MOU with ING (September 15)

* MOU with Chungnam Creative Economy and Innovation
Center for the growth and globalization of SME exporters
(September 22)

* MOU with Kuwait Petroleum Corporation (KPC) worth USD
6 billion (October 12)

* MOU with Zurich North America (October 14)

* MOU with KOTRA (October 27)

* MOU with Eximbanka SR of the Slovak Republic (December 1)
* MOU with Czechinvest of the Czech Republic (December 2)

* Agreement with Junior Achievement Korea to support youth
training on economy and business (December 15)




Message
from the Chairman
and President

Dear customers,

2015 has been a meaningful year for Korea. Despite falling glob-
al exports due to low oil prices, a slowdown deepening in
emerging economies, and other challenging conditions, Korea
ranked sixth in global exports and was the world’s eighth largest
trading nation. These achievements were possible thanks to the
joint efforts of its people, enterprises, and government. It was al-
so a fruitful year for Korea as it secured growth engines for the
coming years through the ratification of the Korea-China FTA,
the fostering of next-generation industries, and other initiatives.

The year of 2015 has been significant and challenging for K-sure
as well. To overcome a tough external climate, we bolstered
trade insurance support for SMEs that “epitomize the future of
Korea’s exports”. We also made efforts to establish financial
networks at home and abroad in order to lead the current me-
ga-trend seen in overseas projects where “financing precedes
contracts”. Moreover, various measures were implemented to
back the development of emerging economies, which are
“next-generation markets” for Korean enterprises.

One of the measures we implemented in 2015 to aid these en-
terprises was the promotion of global hidden champions by es-
calating support for SMEs that stand at the center of the Korean
economy. Our SME support increased 8.4% YoY to KRW 41.7
trillion in 2015, marking the first year that SME support volume
exceeded KRW 40 trillion. The number of SMEs using trade in-
surance also jumped to 15,295 companies, an increase of 8.9%
from the previous year. This figure reflects we playing the
staunch role of a policy-based financial institution, particularly
when Korean enterprises faced additional burdens due to falling
exports under a fragile global economy.

Risk is opportunity:
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Our energy is focused on building trade insurance capacity

to develop future export engines in a difficult global

environment

Focus was also placed on strategic support through the “Export
Hope Guarantee” product and the “Trade Insurance Special
Support” program, introduced to foster domestic SMEs and ex-
port startups and transform them into global hidden champions.
Moreover, the “K-sure FX Risk Management Center” was set up
to help Korean SMEs manage their FX risk systematically, and to
expand the customer pool using FX risk insurance, as SMEs
faced tougher challenges created by interest rate hikes by the
U.S. Federal Reserve as well as volatile FX fluctuations.

Secondly, K-sure has been building a network with financial in-
stitutions and various other market participants to proactively
deal with the aforementioned current mega-trend where financ-
ing precedes contracts in overseas project bids. Moreover, USD
10 billion in “on-guarantee limits” were setup with five global
commercial banks that have strong presences in different parts
of the world. Meanwhile, “MOUs to finance overseas SOC proj-
ects” were signed with six domestic banks. Additionally, a
multi-institutional network was constructed through the conclu-
sion of MOUs with a wide array of ECAs and partnerships with
major sponsors from the Middle East, Southeast Asia, Latin
America, and other regions.

Thirdly, capturing next-generation export engines through the
pioneering of new markets is one of the most important mis-
sions of K-sure as a policy-based financial institution. We have
backed Korean firms to seize new markets through strategic
coping in volatile global situations. An MOU on the provision of
export credits extending a 60 million euro credit was set up
jointly with the central and foreign exchange banks of Cuba in
February 2015, and conditions for supporting Iran’s trade insur-
ance was eased in May in line with the tentative conclusion of
nuclear negotiations with Iran. As a result, trade insurance sup-
port for Cuba and Iran soared from KRW 5.5 billion in 2014 to
KRW 186.2 billion in 2015.

It has also been a year when we established a risk management
platform through a “sustainable growth” paradigm, going be-
yond mere external growth. Credit Underwriting and Review
Departments were set up to solely manage risk. The Audit and
Inspection Department was also augmented and reorganized
for better internal control. In short, these endeavors were taken
to eliminate risk factors within the agency that inhibit sustainable
development. Moreover, an MOU was concluded with Korea
Customs Service to block nefarious trade and foreign exchange
transactions.

The term “export cliff” has been used to describe the difficult
global export environment of 2016. As such, we plan to concen-
trate our energy on the globalization of SMEs, on proactive sup-
port for emerging and strategic markets, promotion of future in-
dustries, and customized support for overseas projects. We at
K-sure shall pursue corporate social responsibility and innova-
tion with the goal of becoming a public corporation that is trust-
ed by the people of Korea and its clients.

We ask for your warm encouragement and support.
Thank you very much.

Vo H des

Chairman and President

Korea Trade Insurance Corporation

Kim Young-hak



The Role of
K-sure in 2015

Despite the moderate recoveries of advanced economies, in-
cluding the U.S., the Eurozone, and Japan, the global economy
experienced low growth in 2015 as China, Brazil, and other ma-
jor emerging markets stagnated.

As for major economies, the U.S. showed a modest recovery
thanks to increased domestic consumption with improved em-
ployment, notwithstanding a drop in oil price and a strong dollar.
Gradual recovery was also seen in the Eurozone as exports ex-
panded due to the adoption of quantitative easing by the
European Central Bank, a weak euro, and an enhanced environ-
ment for consumption under low oil prices. As for Japan, al-
though negative growth rates continued from the second quar-
ter into the third, signs of consumption recovery were seen in
the third quarter as household consumption turned positive.
However, despite several cuts in interest rates and reserve ra-
tios, as well as other expansionary macroeconomic policies im-
plemented by its government, growth stagnation continued in
China owing to falling exports, a deteriorating manufacturing
sector, and excessive correction in the infrastructure sector.

In the case of Korea, even though the country could not attain
the one trillion-dollar trade mark that had been reached for three
consecutive years beginning in 2011, it stood as the world’s
sixth largest exporter and the eighth largest trading nation in
2015, thanks to initiatives undertaken by its people, enterprises
and government.

Notwithstanding the downturn in emerging economies, and oth-
er difficult conditions related to global trade, SMEs’ bolstered
competitiveness led exports. This was a result of SMEs’ export
structure becoming sound, as export growth was higher in
SMEs compared to large enterprises, and of the diversification
of the range of SME exports from advanced technology to med-
icine and food.

Moreover, the government’s initiatives supporting active SME
development of emerging markets, and the conclusion of FTAs
with other countries contributed in part to the promotion of
trade. As of December 2015, Korea ratified 14 FTAs with 51 na-
tions around the world, with 60% of its total trade coming from
these FTAs. The number of SMEs benefitting from these agree-
ments has been on the rise through this tailored government
support.

2016 Trade Outlook
and the Role of K-sure

In 2016, the global economy is expected to recover slowly, cen-
tering on advanced economies and weak recovery in global
trade. Increasing demand in the U.S. and expansionary fiscal
policies by the Eurozone and Japan would boost global trade,
which in turn, would have a positive impact on Korea’s exports
as well.

Policy effects from expansionary fiscal expenditures, investment
promotion, and the ratification of FTAs with China and Vietham
are expected to help boost Korea’s exports by 2.1% YoY with
USD 90 billion in trade surplus.

Nonetheless, downside risks still remain, including fragile export
performance in the petrochemical sector due to continuing low
oil prices, a deepening slowdown in emerging countries entail-
ing U.S. interest hikes, and other factors.

Designating job creation as a top policy agenda, the govern-
ment plans to expand growth and investment by fostering
10,000 SME exporters by 2017, through measures such as the
discovery of promising exporters, provision of tailored support
to SMEs, and active support for export startups that are devel-
oping overseas markets.

In line with the government’s initiatives, we plan to provide ac-
tive support for emerging market development, to lead the glo-
balization of SMEs, and to expand project finance support in the
plant and shipbuilding sectors, among others, with the goal of
fulfilling its role as the export credit agency (ECA) representing
Korea.
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ACHIEVEMENTS

We at K-sure believe that a successful penetration of Korean firms into global markets will
provide the critical momentum needed for the growth of the Korean economy. Thus, we offer
tailored trade insurance services for those firms that try to find new markets amid global
uncertainty so that they can pursue their business with peace of mind.

In short, we duly perform the role of a confident partner to Korean exporters by reflecting what
was heard at the actual exporting sites to our operation and provide optimal solutions
customized to each individual exporter.
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2015 Business
Performance and
2016 Business Plan

2015 Business Performance

Trade insurance support amounting to KRW 168.1 trillion
and support performance for SME expanded significantly
We provided KRW 168.1 trillion support and among which, KRW
41.7 trillion was directed to SMEs, the biggest in its history, rein-
forcing its role as an export safety network for SMEs.

By increasing the group insurance to reinforce export competi-
tiveness of SMEs and establishing an export safety network for
small firms, a sum of KRW 12.8 trillion provided as support.
Moreover, the special support evaluating export startups with
high growth potentials and SMEs with soaring exports centered
on business values was increased by 34 times compared to the
previous year, considering SMEs facing difficulties in exporting
due to the lack of export credit support despite having secured
export opportunities.

Furthermore, various efforts were made to reinforce the bid win-
ning competitiveness of Korean firms for overseas projects. An
on-guarantee agreement worth USD 10 billion was signed with
global commercial banks and a USD 2.1 billion SOC fund was
set up with domestic banks. On the other hand, multi-directional
cooperation beyond private financing and policy-based financ-
ing were strengthened through joint guarantee system with poli-
cy-based financial institutions and joint declaration to eradicate
underbidding practices.

Moreover, our employees visited new emerging markets with in-
sufficient infrastructure for credit information to continue the op-
eration of Mobile K-Office to conduct credit survey and to ex-
tend credits to local importers through this outreach program.
And with the CEO visiting Iran, Cuba, and other promising mar-
kets in person to build a network of cooperation with financial
ministries to extend credits, various efforts were put in.
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Advancement of the risk management system

For a stable operation of the Trade Insurance Fund, we oriented
towards quantitative expansion while pursuing qualitative im-
provements. After determining the permissible standard of risk,
the underwriting target and the underwriting portfolio that the
fund could handle were set.

The management system of the total amount of risk in domestic
enterprises was improved and focus was placed on risk man-
agement on the pretext of assuming the worst case scenarios
against predicted losses. Multi-directional efforts were made for
risk management such as establishing a system for extracting
window dressing accounts to evaluate credit ratings of different
enterprises in detail, conducting special monitoring on large
transactions and reinforcing site visits.

Reinforcement of competency for claims and recoveries
Cooperation for claim cases was reinforced with Korea Trade-
Investment Promotion Agency (KOTRA) to boost the efficiency
in the claims task while mutual cooperation was pursued with
Korea Customs Service to filter iniquitous transactions.

The ambiguous terms and conditions identified during the pro-
cess of settling claims were improved. On-site focused training
utilizing the “Trade Insurance Academy” was reinforced so that
exporters would not suffer disadvantages during claims pro-
cesses due to the lack of trade insurance-related information.

More recovery cases were consigned with regards to outstand-
ing collection agencies abroad through evaluation by region and
country. Information sharing was reinforced between represen-
tative offices and collection agencies to increase the recovery of
unsettled receivables through the selection of and targeting
specific accounts.

Establishment of a stable business platform through organi-
zational innovation

The sales function of domestic branches was strengthened to
help alleviate export-related difficulties faced by SMEs with the
focus on trade insurance marketing. Moreover, the Credit
Underwriting Department was set up under each of the two
Regional Headquarters to reinforce expertise and neutrality of
the underwriting. Simultaneously, the credit underwriting and re-
view functions were expanded and restructured for a stable op-
eration of the trade insurance business.



16 MAJOR BUSINESS ACHIEVEMENTS

2016 Business Plan

Amidst the smooth recovery of economy in advanced countries
centered on USA from the perspective of the 2016 world econo-
my, the slowdown in China's growth rate as well as the lagging
growth in important resource-rich countries such as Brazil and
Russia are expected to contribute to the overall growth of ap-
proximately 3.0~3.6%.

Although a slow consumption-led recovery is expected in 2016
for the Korean economy such as expansionary macroeconomic
policies, there is also the possibility that the drop in exports fol-
lowing the global consumption decrease would hinder econom-
ic recovery. However, there is room for new opportunities such
as the lift of sanction in Iran, the ratification of Korea-China FTA,
and the inauguration of the AlIB.

The government has prepared and implemented various sup-
port measures to cope with the recent export woes, among
which the role of K-sure is becoming highlighted more than be-
fore since the trade insurance system is an effective policy tool
for promoting export.

On the other hand, in line with the government’s strong demand
for boosting efficiencies and social responsibilities of public
agencies after the announcement of the normalization plans for
state-owned institutions in 2014, we have been striving to sin-
cerely execute the social responsibilities and expand efficiency
by promoting the soundness of the “Trade Insurance Fund’, cre-
ating jobs through the peak wage system and strengthening
ethical management.

With “export recovery“ being the top priority for K-sure, we have
escalated its total target business volume to KRW 196 trillion for
2016, an increase of KRW 27.9 trillion from the previous year.

Particularly, the target volume for SME support has been set at
KRW 46.5 trillion, an increase of KRW 4.8 trillion from KRW 41.7
trillion in 2015, with the plan to foster SMEs to become leaders
in a creative economy.
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Moreover, the MLT business volume for the plant, shipbuilding,
and other medium and long-term project sectors has been set at
KRW 14.7 trillion, an increase of KRW 2.9 trillion from KRW 11.8
trillion in 2015 in order to boost the competitiveness of Korean
enterprises in winning more projects abroad. On the other hand,
we will strive to improve the soundness of the Trade Insurance
Fund by restructuring the business portfolio while taking into ac-
count risks from each insurance/guarantee product.

To examine the major work execution plan of trade insur-
ance in 2016 in detail,

First, we will reinforce the exporting capacity of SMEs by foster-
ing global hidden champions.

The environment conducive to SMEs for easy access to trade
insurance will be created by actively identifying those SMEs to
be protected under SMEs Plus+ Group Insurance.

The supply of “Export Hope Insurance (Guarantee)” and “Special
Support” will be drastically increased, in which the former is used to
create a solid export platform for export startups and domestic
firms, while the latter is granted upon evaluating the particular com-
pany’s export growth and business potential. Moreover, on-site
management will be strengthened by cooperating with other export
related institutions and information related to overseas markets and
projects will be consolidated to improve the quality of services pro-
vided to Korean exporters.

One-stop FX risk management services will be continued
through the Foreign Exchange Risk Center opened last year,
and tailored one-to-one consulting and various public relations
channels will be diversified to boost accessability to Foreign
Exchange Risk Insurance.

Second, trade insurance support will be significantly reinforced
toward emerging markets and future industries to overcome
slump in the existing major export markets and industries.

To advance into the Iranian and Cuban markets that have
opened its doors to the world recently with the lifting of interna-
tional sanctions, cooperative relationships that had been forged
since last year will be continued to facilitate domestic exporters
to obtain export financing.

Promising enterprises in the service, consumer goods, and cul-
tural contents sectors will be actively identified to transform
them into exporters with the goal of fostering growth engines,
i.e. future industries.

Third, along with infrastructure markets deemed to generate
new opportunities with the establishment of the AlIB, tailored
support will be provided continuously for overseas projects in-
cluding in the plant and shipbuilding industries that had been hit
hard by oil glut.

K-sure-backed credit limits will be provided in advance for those
major sponsors abroad to help Korean contractors to win proj-
ects for the goal of Korean firms regaining contract competitive-
ness in overseas markets.

Candidates for overseas investment insurance will be expanded
to include investment groups such as infrastructure funds to
meet an increasing investment supply in Asian and emerging
markets with the formation of the AlIB, in which cooperation will
be strengthened with domestic pension funds and securities
firms seeking new investment destinations.

Fourth, risk management will be given full attention with a larger
target business volume.

Special monitoring will be expanded to detect export scams in
advance through the development with regards to companies
with abnormal signs and preemptive risk management such as
new development of pre-monitoring indices per insurance prod-
uct and the expansion of pre-monitoring targets will be sought
to improve the soundness of the Trade Insurance Fund.
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Fifth, a competent organization centered on efficiency will be
realized.

Efforts will be placed on stabilizing the organization restructured
at the end of last year when the credit underwriting and market-
ing businesses were separated to boost work efficiency. The
wage system based on work and performance will be reorga-
nized to reinforce competition within the organization and efforts
will be made to transform K-sure into a competent organization
centered on performance remunerations.

We have duly performed its role of boosting export competitive-
ness of Korean firms despite the difficulties such as the past
global financial crisis. Despite the global faltering demand in
2015 and other negative circumstances around the world, it has
achieved a record volume of support to SMEs with KRW 41.7
trillion, helping Korean firms develop overseas markets and con-
tributing to the development of the Korean economy.

For 2016, corporation-wide efforts will be channelled into export
expansion to overcome the difficult global situations while rein-
forcing business competitiveness through risk management and
business efficiency in order for our economy regain USD 1 tril-
lion of national trade, ultimately reinforcing its role as a reliable
trade safety network.
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Business Volume
and Outstanding

Commitments BUSINESS VOLUME

The total exports of Korea at the end of 2015 stood at USD
527.2 billion, a 7.9% fall YoY and due to a weakened global
economy and declining trade growth, falling oil and other com-
modity prices, etc. Despite these challenges, we provided ac-
tive support for the globalization of SMEs and the expansion of
exports through “SME Plus Group Insurance”, “Export Hope
Guarantee”, and “Export Startup Hope Insurance”, as well as
other active measures.

Thanks to these efforts, SME support, which had been climbing
steadily since 2011, also increased in 2015 despite the total
business volume falling 11.6% YoY to KRW 168.1 trillion.

Business Volume (Unit: KRW trillion, %)

202.3 203.7

Year 2010 2011 2012 2013 2014 2015
Business volume

Business Volume for SMEs

Business Ratio for SMEs

OUTSTANDING COMMITMENTS

Outstanding commitments at the end of 2015 showed a 4.3%
drop YoY at KRW 89.5 trillion. As for outstanding commitments
by region, they were the highest in Asia, followed by the Middle
East and Europe. Notably, a jump in business volume was seen
in Latin America and Africa, but dropped in other regions.

Outstanding commitments by Region (as of end of 2015)
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(Unit: KRW trillion, %)

Region Outstanding commitments Ratio Rate of change (‘15/14)
Asia 232 25.9 AG7
Middle East 175 19.5 A63
Europe 16.1 17.9 A58
North America 7.0 7.8 A17.0
Latin America 10.9 121 221
Africa 4.6 5.1 4.9
Oceania 6.6 7.4 0.3
Others 3.7 4.1 A20.2
Total 89.5 100.0 A43

Oceania

Total of

100%

Others




Short-term Export Credit
Program

OUTLINE

This Short-term Export Credit Insurance program covers losses of exporters or financial institutions that provide export credits but
cannot recover their export proceeds from importers (issuing banks in the case of L/C-based transactions) in those export transactions
with two year or less repayment periods. The risks covered include commercial risks posed by importers such as export contract can-
cellation, bankruptcy, payment default, or payment refusal. Political risks in the importing countries including war, revolt, currency in-
convertibility, etc., are also covered.

Exporters can develop new overseas markets through transactions on credit or discover new buyers since they can be indemnified on

those losses coming from the non-payment risk posed by overseas buyers, and financial institutions can expand trade financing on
those high risk transactions using our cover as security.

Structure of Short-Term Export Insurance (Post-Shipment)

@ Shipment

@ Settlement
® No settlement

A
@ Subscription ‘
A ® Insurance payment

(@ Set credit limit H

v

Details m Trade parties
o Korean exporter < Overseas buyer

m Risks covered

e Political risks from importing countries
e Commercial risks from importers
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SHORT-TERM PROGRAM BY FINANCING FUNCTION

The short-term program can be divided based on several factors, but the policyholder-based method function, depending on whether
the particular product has financing or non-financing, (pure-cover) is most commonly used to classify different products under the pro-
gram.

Pure cover(no financing function) Cover on financing
Policyholder Exporter Financial institution
Cover on Export proceeds, etc. Export receivables, purchasing costs, etc.
Most used product ST Export Credit Insurance (Post-Shipment) Export Financing Facility (EEF), ST Export Insurance (Forfeiting)

SHORT-TERM PROGRAM BY OPERATION METHOD

The ST Export Credit Insurance program can also be classified by the operation method. The scheduled cover allows the policyholder
to pick and choose specific transactions to be covered; usually those deemed to have high risk. On the other hand, under blanket in-
surance, the policyholder (the exporter using our insurance) and we jointly set the scope of export transactions to be covered ahead of
time including export products and settlement terms.

Comparison between blanket and scheduled cover

Blanket insurance Scheduled insurance
. e All transactions that fall under a certain set of scope are * Insurance subscription and underwriting are needed for each
Outline . . : - .
covered (transactions with a tenure of 180 days or less) transaction (transactions with a tenure of two years or less)

Policyholder e Good for high risk transactions e Selective policy purchase possible for only those high risk

(Exporter) e Relatively low premiums transactions
Advantages
(IIQ_SSUJZ) ® Good for risk spread ® Can refuse to cover those high risk transactions
Policyholder « Cover also required for low risk transactions ] D!fflculty obtgmlng cover on high risk transactions
(Exporter) ® Higher premium than blanket cover
Disadvantages
(IIE-SSUJS;) * Obligated to cover even those high risk transactions * Risk spread difficult
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2015 SHORT-TERM PROGRAM BUSINESS PERFORMANCE

ST business volume by region and by enterprise size (Unit: KRW 1 tril)

148.0

North
America

Enterprise size Europe Latip Asia Oceania Middle East Africa Other Total
America

The total business volume coming from the short-term program dropped 13% YoY to KRW 148 trillion in 2015. The contributing factors
included the global economic slump (due to continuing low oil prices), a flagging Chinese economy, debt crises in southern Europe,
and other factors. Korean exports fell, in addition to credit adjustments and other tougher risk management measures taken by falter-
ing Latin American, CIS, and other emerging economies. Nevertheless, the ST volume increased for SMEs to 16% YoY despite these
challenging conditions of the export environment.

By region, ST business volume decreased YoY for North America by 29% (KRW 22.7 trillion) from reduced exports to the U.S. and
Canada, Europe by 22% (KRW 20 trillion) due to continued political and economic instabilities in the region, and Asia by 14% (KRW
63.8 trillion) due mainly to the slowdown of the Chinese economy.

By industry, the fall in ST business YoY was 26% for machinery, 19% for chemicals, 16% for electrical and electronic goods, and 7%
for metal products.

Medium-and Long-
term(MLT) Export Credit
Program

PROGRAM OVERVIEW

As for MLT export transactions, the majority is export transactions
of capital industrial facilities and is characterized by large contract
amounts, protracted construction and repayment periods and
complex financing and transaction structures. In such a case, ex-
porters prefer to secure export proceeds when they produce
goods or make shipment in order to reduce financial burden, rath-
er than receiving export proceeds over a long period of time.
Following such, buyers generally procure the necessary capital at
the discretion of the buyer's credit financing and this is when the
government institution of the exporting country guarantees an ex-
port credit granted by a financial institution to buyers to facilitate
export lending and to boost the stability of loan recovery.

Structure of Buyer's Credit Insurance
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The MLT products offered by us can be classified into two cate-
gories: the financial and non-financial/pure cover products. The
financial products include MLT Export Credit Insurance,
Overseas Business Financing Insurance, Export Bond
Insurance, and Interest Rate Risk Insurance. They are used to
support financing needed to export capital goods or investors/
contractors to pursue overseas businesses. The second cate-
gory is the non-financing or pure cover products used to cover
risks in export receivables and overseas investments. They in-
clude Overseas Construction Works Insurance, Overseas
Investment Insurance, and Service Credit Insurance.

Buyer's cash payment
made through the bank

< ‘‘‘‘‘‘‘‘‘‘‘‘

Buyer Credit Cover




24 MAJOR BUSINESS ACHIEVEMENTS

Structure of Overseas Business Financing Insurance (OBFI)

Borrower

Loan

OBFlI

Borrower

(Overseas Corporations)

(Overseas government,
financial institution)

Project with

Korean Interests

* Equity
 Feedstock
 Offtake

* EPC. etc.

With MLT Export Credit Insurance and Overseas Business
Financing Insurance being the two flagship products of K-sure,
the former is used to cover the non-payment risk of principal
and interest for those financial contracts with two years or lon-
ger tenures, while the latter also covers the same risk but for
Korean investments abroad.

These are the two pillars of the MLT program that complements
financing from international financial markets to eventually pro-
mote the exportation of capital goods for the building of vessels
and overseas plants and to support Korean firms develop mar-
kets and resources abroad.

Korean firms are expanding their presence abroad based on
their accumulated business know-how and improved techno-
logical competitiveness. The globalization of Korean enterprises
is expected to be accelerated with an increasing demand for in-
frastructure in Asian, Latin American, and other emerging re-
gions along with the penetration of overseas markets by more
Korean construction firms. Thus, the demand of ECA covered
loans will continue to increase with a more emphasis on the MLT
program of K-sure.

CURRENT STATUS OF OPERATION IN 2015
AND THE SYSTEM IMPROVEMENT

The MLT financial market in 2015 was daunted with the drop in
contract orders following the plunge of oil prices, instability in
the Middle East and staggering growth in the global economy.
The domestic EPC contractors selectively participating in proj-
ects after witnessing the profitability drop caused by intensifying
competition among rival countries due to weak Yen and Euro, in
addition to the excessive competition strategy and others at
both home and abroad might have caused an influence. From
the regional perspective, the total amount of contracts from the
Middle East plummeted as projects were delayed or cancelled
as a spillover effect of low oil prices; however, the number of
contracts rose from Asia with an increasing demand for infra-
structure development.

The demand for ECA financing has risen with the attitude of
commercial banks averting risk in new projects under global un-
certainties and fear of global slump initiated from China. To meet
this demand, we focused on MLT support to ensure project fi-
nancing wasn't hindered in order to satisfy the demand of ECA
financial support amid global recession and strived to improve
the system by reflecting the market demands. Moreover, we en-
sured that Korean EPC contractors would win project bids by
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actively engaging in the contract process from the initial stage,
including the issuance of LOIs to meet the current trend in the
global project market where financing precedes contract closure
with sponsors securing ECA financing beforehand.

Notably, we reviewed the requirements and suggestions from
domestic and international financial institutions and revised the
general terms and conditions of MLT policies in favor of the us-
ers. Specifically, the reasons for the non-payment of insurance
proceeds were clarified and strengthened the lien rights of K-
sure by easing the exercise options on security put up by policy-
holders. These customer/policyholder-friendly measures is re-
ceiving favorable responses from domestic and foreign financial
institutions. Moreover, an on-guarantee agreement worth USD
10 billion was signed with 5 global commercial banks and an
overseas SOC fund equivalent to USD 2.1 billion was created
with 6 domestic banks to prepare a platform for Korean firms to
accelerate the penetration into the overseas markets. Finally, the
SME Project Team was augmented and reorganized to promote
overseas market development for SMEs and in order to rein-
force the function of evaluation on the project environment of
which the importance is gradually being highlighted, the suc-
cessful operation of the newly established Technology and
Environment Team is also being considered to be significant.

MAJOR CASE STUDIES OF SUPPORT

The two K-sure supported projects that epitomized the MLT line
in 2015 were the mobile communications network building proj-
ect by Reliance Jio of India and the refinery plant modernization
project of Turkmenistan.

The Reliance Jio’s project involved the establishment of a na-
tion-wide 4G LTE network grid for the first time in India in which
two Korean enterprises were awarded with the project of provid-
ing the necessary hardwares, softwares and the commissioning
services. we partook actively in this USD 12.4 billion project from
the initial stage, assisting the Korean firms to win the project by
offering USD 750 million in ECA financing against the principal.

On the other hand, the objective of the modernization project of
the refinery plant in Turkmenistan is to produce high-quality pe-
troleum products by advancing the existing refinery plant locat-
ed in the coast of the Caspian Sea, equivalent to USD 940 mil-
lion. A consortium of Korean firms was formed to execute the
EPC, K-sure and KEXIM in Korea provided ECA export financ-
ing. The significance of the project lies in the fact that domestic
private commercial banks participated as leading providers of fi-
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nance in the K-sure covered facility of the said project. With our
active support, not only Korean companies but also domestic
private banks that lacked experiences in overseas projects par-
ticipated in global financing make this case extremely meaning-
ful.

Beside such projects mentioned above, we also offered trade fi-
nance support for different projects in the LNG, power genera-
tion, shipbuilding sectors and the like, thereby contributed to
boosting the competitiveness of Korean firms and banks.

OVERVIEW AND ANALYSIS OF BUSINESS
PERFORMANCES

As for the MLT coverage in 2015, the business performances,
based on valid contracts and commitments outstanding, in-
creased by approximately 4.4% YoY despite domestic and for-
eign difficulties such as the drop in oil prices as a result of active
financial support for projects. As of the end of 2015, out of KRW
61.7 trillion in total commitments outstanding under the MLT pro-
gram, MLT Export Credit Insurance recorded KRW 38.5 trillion
and KRW 11.3 trillion for Overseas Business Financing Insurance,
indicating increases of 14.3% and 2.8%, respectively, YoY.

When examined by sector, the plant sector recorded KRW 29.5
trillion, responsible for 48% of KRW 61.7 trillion in total. This
sector siphons the largest portion each year as the flagship field
of K-sure. Furthermore, this volume was the fruition of an in-
creased support to Asian, Latin American, and other emerging
markets as well as the granting of support to those projects that
had been delayed in the past.
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MLT commitments outstanding by product (Unit : KRW 1 billion)

61,723
59,100

54,713

