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Executive Summary

The Republic of Korea (ROK) offers foreign investors:

e political stability,

e public safety,

e world-class infrastructure,

e a highly skilled workforce, and

e adynamic private sector.

The globally integrated economy, which plays a prominent role in critical global supply chains, is
open to foreign investment. Following market liberalization measures in the 1990s, foreign
portfolio investment has grown steadily, exceeding 32 percent of the Korea Composite Stock

Price Index (KOSPI) total market capitalization as of July 2025.

Despite the size and sophistication of the ROK economy, foreign investors experience challenges
from the ROK’s complicated, opaque, and country-specific regulatory framework. At the same
time, low-cost producers, most notably China, have eroded the ROK’s competitiveness in the
manufacturing sector. The ROK government has taken steps to address regulatory issues over the
last decade, notably with the establishment of a Foreign Investment Ombudsman inside the Korea
Trade-Investment Promotion Agency (KOTRA) to address the concerns of foreign investors. The
business community often states that the most challenging hurdle for businesses is strict

regulation that is often unique to the ROK.

President Lee Jae Myung assumed office as president of the ROK in June 2025 following a brief
period of political upheaval resulting from his predecessor’s impeachment over an aborted
attempt to impose martial law. Lee’s administration has pledged to restore public trust,
stabilize domestic governance, and revitalize the economy, with early policy signals

emphasizing regulatory reform and targeted support for strategic industries such as green
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energy and advanced technology, including Al.

The revised U.S.-Korea Free Trade Agreement (KORUS) entered into force on January 1, 2019, and
helps secure U.S. investors broad access to the ROK market. Types of investment assets protected
under KORUS include:

o equity,

e debt,

e concessions, and

e intellectual property rights.
With a few exceptions, U.S. investors are treated the same as ROK investors in the establishment,
acquisition, and operation of investments in the ROK. Investors may elect to bring claims against

the government for alleged breaches of trade rules under a transparent international arbitration

mechanism.

Unlike trade in goods, the United States runs a $10 billion services trade surplus with the ROK.
The digital trade sector, represented by innovative American companies, constitutes a growing
proportion of U.S. exports and investment in the ROK. Lowering the ROK’s regulatory barriers is
crucial for maximizing market access and improving the investment climate for U.S. services
and related industries such as:

e fintech,

e legal services, and

e education technology.
Section 1. Openness to, and Restrictions upon, Foreign Investment

Policies toward Foreign Direct Investment

The ROK government welcomes foreign investment. In February 2024, former President Yoon

met with 12 executives of foreign-invested firms in the ROK and pledged to transform the ROK
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e OnJanuary 1, 2024, the Korea Fair Trade Commission’s updated Guidelines on the
Determination Criteria and Verification Procedures for the Same Person took effect.
The Guidelines provide detailed criteria for determining the same person and establish a
procedure for business groups to raise objections against the KFTC’s same person

designation.
Key pending/proposed laws and regulations as of March 2024 include:

e On February 6, 2024, the Ministry of Science and ICT (MSIT) announced a proposal to
partially amend its Notification on the Cloud Security Assurance Program (CSAP). This
proposed amendment is a follow-up to the CSAP classification scheme introduced in
January 2023, which divided the public cloud computing sector into three risk tiers
(high, medium, and low). The proposed amendment defines requirements for the CSAP
high and medium tiers and includes physical separation of servers and local encryption

standards.
Competition and Antitrust Laws

The Korea Fair Trade Commission (KFTC) reviews and regulates competition and consumer
safety matters under the Monopoly Regulation and Fair Trade Act (MRFTA), which includes
strengthened provisions on information exchange between companies, cartel law enforcement,
and administrative fine levels. Amendments to the MRFTA that came into effect in June 2024
eased reporting rules for mergers and introduced a remedy proposal system by parties deemed

to pose anti-competition concerns.

KFTC has a broad mandate that includes promoting competition, strengthening consumer
rights, and creating a suitable environment for SMEs. In addition to investigating corporate and
financial restructuring, KFTC can levy sizeable administrative fines and issue corrective
measures for legal violations and for failure to cooperate with investigators. Decisions by KFTC
are subject to appeal in Korean courts. As part of KORUS implementation, KFTC instituted a
“consent decree” process in 2014, whereby firms can settle disputes with KFTC without
resorting to the court system. KFTC is considering proposing legislation to foster competition in

digital markets, with new regulations applying to online platforms. The Korea Fair Trade
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Commission (KFTC) is considering proposing legislation to the National Assembly to address
competition in digital markets, similar to the EU Digital Markets Act. The planned bill faces

significant opposition from local and U.S. businesses.

Over the last several years, a number of U.S. firms have raised concerns that KFTC targets
foreign companies with aggressive enforcement. An amendment to the MRFTA in September
2020 improved the administrative decision-making process by the KFTC, including permitting
access to confidential business information, limited to outside legal counsel, in order to protect

possible trade secrets.

ROK law allows companies accused of anti-competitive practices to propose corrective schemes
without deliberating whether those practices violate competition laws. The system is designed
to offer companies the option to promptly resolve cases without entering lengthy legal

procedures.
Expropriation and Compensation

The ROK follows generally accepted principles of international law with respect to expropriation.
ROK law protects foreign-invested enterprise property from expropriation or requisition. Private

property can be expropriated for public purposes such as:

e urban redevelopment,
¢ new industrial complexes, or

e constructing roads.

Claimants are afforded due process and compensation. Private property expropriation in the ROK
for public use is generally conducted in a non-discriminatory manner, with claimants compensated
at or above market value. Embassy Seoul is aware of one case in which a U.S. investor filed an
investor-state dispute lawsuit in 2018 against the ROK government, claiming that the government
had violated the KORUS FTA in expropriating the investor’s land. The case was dismissed in the ROK
judicial system on jurisdictional grounds in September 2019. The ROK government allotted $1.1

billion in its 2024 budget for land expropriation —a 29.8 percent increase from the previous year.
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Dispute Settlement

ICSID Convention and New York Convention

The ROK acceded to the International Centre for Settlement of Investment Disputes (ICSID) in 1967
and the New York Arbitration Convention in 1973. While there are no specific domestic laws on

enforcement, ROK courts have made rulings based on the ROK’s membership in the conventions.
Investor-State Dispute Settlement

The ROK is a member of the International Commercial Arbitration Association and the World Bank’s
Multilateral Investment Guarantee Agency. These bodies can call upon ROK courts to enforce an
arbitrated settlement. When drafting contracts, some firms choose arbitration by a third party such
as the International Commercial Arbitration Association. Companies have access to local expert
legal counsel when drawing up contracts with an ROK entity. The KORUS FTA contains strong,
enforceable investment provisions. The United States also has a bilateral Treaty of Friendship,
Commerce, and Navigation with the ROK with general provisions pertaining to business relations
and investment. Foreign court judgments, with the exception of foreign arbitral rulings that meet
certain conditions, are not enforceable in the ROK. There is no history of extrajudicial action against
foreign investors. Investor-state disputes are pending before a United Nations Commission on

International Trade Law (UNCITRAL) tribunal.
International Commercial Arbitration and Foreign Courts

ROK civil courts can adjudicate commercial disputes, though foreign firms note the following

impediments to litigation:

e Civil procedures common in the United States such as pretrial discovery do not exist in the

ROK; and

o During litigation of a dispute, the Ministry of Justice may bar foreign citizens from leaving

the country until the court reaches a decision.

Due to the expense and time required to obtain judgment, lawsuits are generally initiated only as a

last resort, signaling the end of a business relationship. ROK law governs commercial activities and
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