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Executive Summary

Executive Summary

The Impact of Exchange Rate Volatility
on Fisheries Export

1. Purpose

O With the looming uncertainty of the global economy, volatility of exchange rates
has been deepening. Against this backdrop, this study analyzes impacts of
exchange rate fluctuations on fisheries export and proposes responsive
strategies.

- It examines domestic fisheries export and foreign exchange market trends,
analyzes impacts of exchange rate changes(JPY, CNY and USD) on fisheries
export and reviews responsive policies and system, Based on the analysis, the
study presents strategies for fisheries exports about how to cope with exchange
rate fluctuations.

2. Methodologies and Features
1) Methodologies

O The study intends to analyze impacts of foreign exchange changes(KRW/JPY,
KRW/USD and KRW/CNY) on fisheries export of each country, taking into
account various market environment variables, For that purpose, it constructs a
time series model.

- It conducts a test to select an appropriate model among time series models and
finds out the Autoregressive Distributed Lag(ARDL) model is the most suitable,
As a result, it conducts the analysis with ARDL,

- The demonstration model of ARDL is as follows;

InEXPORT, = a+~InEXPORT, ,+ 8nEXR, + B,ln Prod,
+ B3ln GDP, + B, Price + 85 Time + 3D+ ¢,

v
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- In this model, EXPORT refers to the total export of export partners or fisheries
exports(export volume) per type or species, EXR is exchange rates of export
partner countries against the Korean Won, Prod is fisheries production(total
domestic production or production per type or species), GDP refers to GDP of
export partner countries and Price is export price to partner countries, Time

means time variables and D is quarterly dummy reflecting seasonal effects.

2) Features

O The study analyzes exchange rate changes of major countries and their impact
on fisheries export and reviews responsive policies and system, Based on the
analysis, it presents fisheries export strategies responding to changing exchange
rates.

- It analyzes impacts of exchange rate fluctuations on the detailed target such as
nation as a whole, fisheries types and fisheries species. The results provide
implications for countermeasures for export,

- The study also reviews policies and systems to deal with exchange rate changes
such as the Foreign Exchange Risk Insurance, By doing so, it seeks out
responsive measures of the government and the industry other than the

insurance,

2. Results

1) Summary

O Economic issues with global implication have continued to occur, such as the
global financial crisis in 2008, quantitative easing of the US in 2009, Abenomics
in 2013 and sluggish economic growth rates of China in 2015,

- One of the most sensitive economic indexes to global economic issues is
exchange rate and its volatility is getting higher.

- The exchange rate of KRW to JPY and KRW to USD showed similar trends from
2000 to 2015, except for the CNY which the Chinese government intervened,

- Korea’s fisheries export to Japan, the US and China showed increasing trends
since 2000. However, the financial crisis and resulting volatility in exchange

rates changed fisheries exports to a large degree.



Executive Summary

O As for fisheries export trends according to exchange rate changes, fisheries
export to Japan has repeatedly fluctuated in the same direction of depreciation
or appreciation of KRW to JPY. This showed strong interrelation between
exchange rate and fisheries export,

- Fisheries export to the US showed similar trends, However, the export to China
remained largely unchanged excluding some items, regardless of KRW to CNY
exchange rate,

O The analysis on the impacts of exchange rate change on fisheries export showed
that fisheries export to Japan and the US were affected by exchange rates to
some degrees. However, fisheries export to China was relatively less affected by
exchange rate change,

- As for fisheries export to Japan, a considerable number of items showed
meaningful elasticity, Especially, seaweed and abalone turned out to have
relatively higher elasticity than other items,

- As for the export to the US, meaningful results were obtained for the total and by
types. However, export per item showed no meaningful results except for some
items,

- In the case of China, the total fisheries export, export per type, export per item
showed no meaningful results except for some items,

O A representative example of direct policy and system addressing exchange rate
change is the Foreign Exchange Risk Insurance,

- The Foreign Exchange Risk Insurance has been introduced and operated
differently for each industry, It was introduced to the fisheries sector in 2013 as
a pilot project and the project has been carried out continuously,

O Countermeasures against exchange rate change are necessary as it directly and
indirectly affects export of fisheries products and the fluctuations are getting
intensified.

- For that purpose, it is needed to strengthen short-term exchange rate
monitoring, to support exchange rate response capability and to seek ways to
enhance competitiveness other than price,

vii



vii g8 H30| ME fME +E Fe 24

2) Policy Proposal

O To utilize basic materials for operation of export support projects by the Ministry
of Oceans and Fisheries(supports for exchange rate insurance)

O To explore institutional improvement plans for fisheries export countermeasures
against exchange rate

O To enhance capability of export industry to respond to exchange rate fluctuations

by presenting countermeasures

3) Expected benefits

O The fisheries export industry has recently sustained damages from the sudden
exchange rate changes, Therefore, preemptive response to such changes can
minimize impacts on fisheries exporters,

O Along with support from the Ministry of Oceans and Fisheries to buy the Foreign
Exchange Risk Insurance, the study contributes to stabilizing management of

fisheries exporters and facilitating fisheries export,
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