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Korea has experienced substantial corporate cash generation alongside n

exceptional equity-market volatility, driving significant shifts in financial flows 
throughout 2026. First, Korean semiconductor companies are projected to 
generate roughly KRW150trn (or 4.9% of GDP) in net cash in 2026 and 9.3% of 
GDP in 2027. While these net cash-flow estimates do not automatically equate to 
inflows into Korea’s domestic financial system, repatriation of foreign-affiliate 
earnings has historically averaged at around 60%. Thus far in 2026, robust 
corporate inflows into MMFs have directly supported demand for money-market 
instruments, while overall bank funding conditions have faced offsetting 
pressures due to a significant slowdown in household bank deposit growth. 

Second, large equity-market fluctuations have impacted other non-bank n

household financial flows. Increases in brokerage cash balances and equity-fund 
assets have coincided with higher insurance policy surrenders and elevated 
policy-loan demand. This has created competing cash needs for insurers, 
constraining their capacity to add bond holdings on the margin.  

Third, household leverage linked to equity investments remains elevated despite n

some reduction from its peak, with the expansion in leverage accompanied by 
increased short-term funding by securities companies. Concurrently, leveraged 
investment products have strengthened the channel through which rebalancing 
and hedging flows could amplify equity-market price movements. 

Looking ahead to 2027, the semiconductor upcycle is expected to generate an n

even larger pool of corporate cash, although the extent of repatriation will 
remain a critical determinant of domestic financial market dynamics. Wage and 
dividend payments by major semiconductor producers could reach 5.2% of GDP 
in 2027, marking the highest level in available historical data, and modification in 
patterns for household financial asset distribution (which shifted almost entirely 
towards equities in 2026) will have major implications for bank funding, money 
markets, and equity flows. Additionally, the demand-supply backdrop for KTBs 
could become more supportive in 2027, helped by lower KTB supply, potential 
NPS rebalancing and a recovery in WGBI-related inflows.
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Background 
Korea has experienced substantial corporate cash generation alongside exceptional 
equity-market volatility, driving significant shifts in financial flows throughout 2026. The 
ongoing semiconductor boom is generating unprecedented cash flows for Korean 
corporates. However, the extent to which offshore earnings are repatriated remains a 
critical determinant of domestic liquidity. Concurrently, sharp equity price fluctuations 
have coincided with major shifts in household financial balances and leverage demand. 
Against this backdrop, this report examines the evolution of financial flows across 
Korea’s primary financial intermediaries and analyzes their implications for domestic 
financial markets.  

1. Semiconductor cash generation 
The semiconductor upcycle is driving an exceptionally large increase in cash flow for 
Korea’s major semiconductor producers. Based on estimates from our technology 
analysts, major Korean semiconductor companies are projected to generate 
approximately KRW 150 trn in net cash flow in 2026—equivalent to nearly 5% of GDP—
with a further substantial increase to over KRW 300 trn projected for 2027 (Exhibit 1). 
The scale of this cash generation is particularly remarkable given the substantial cash 
outlays involved: capital expenditures, investments, and financing activities (including 
dividends) are expected to total approximately KRW 270 trn (8.5% of GDP) in 2026, 
alongside wage and tax payments of KRW 130 trn (4.2% of GDP). Even after accounting 
for these outlays, Korea’s semiconductor producers retain a substantial—and rapidly 
growing—pool of cash available for allocation across financial assets. 

 

Even when compared to Taiwan—a highly relevant regional peer given its significant 
exposure to the semiconductor upcycle—Korea’s semiconductor-related cash 
generation is both larger and expanding at a faster pace (Exhibit 2). Net cash retained by 
Korean semiconductor firms is approximately 50% larger relative to GDP than in Taiwan. 
More importantly, the incremental cash-flow impulse is considerably stronger in Korea. 

 

Exhibit 1: Unprecedented cash inflow for Korea from the semiconductor upcycle 
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On a broader metric combining taxes and wages, the year-on-year (YoY) change is 
equivalent to approximately 11% of GDP in both 2026 and 2027 for Korea, compared to 
2.5% and 4.2% of GDP, respectively, for Taiwan. These flows could potentially accrue to 
different sectors of the economy—including the public sector (taxes), households 
(dividends and wages), and other corporates (investments)—and therefore carry distinct 
financial market implications. 

 

However, these net cash-flow estimates do not automatically equate to inflows into 
Korea’s domestic financial system, as cash generated by overseas operations can remain 
offshore rather than being repatriated. Taiwan serves as a recent case in point: its 
overseas deposits increased by approximately 4% of GDP in 2025—the highest level in 
available data since 1984—suggesting that a substantial share of cash generated during 
a strong semiconductor upcycle may accumulate abroad. As a conservative benchmark, 
we assume that all net cash generated is held overseas and apply the historical 
repatriation ratio of around 60% for foreign-affiliate earnings, implying potential 
domestic inflows equivalent to roughly 3% of GDP in 2026 and 5.6% in 2027. The 
historical ratio is calculated as dividends relative to current-period foreign-affiliate 
earnings. These estimates are illustrative, as the historical ratio is based on 
foreign-affiliate earnings rather than net cash flow and fluctuates over time. Notably, the 
repatriation ratio has risen in recent years due to more favorable tax policies: starting in 
2023, 95% of qualifying dividends received from foreign subsidiaries were excluded 
from taxable corporate income, and this exclusion was raised to 100% in 2026. (Exhibit 
3).  

 

Exhibit 2: Tech-related cash flow has been significantly stronger and growing more rapidly in Korea relative to Taiwan 

2020 2021 2022 2023 2024 2025 2026E 2027E
-4

0

4

8

12

16

-4

0

4

8

12

16

Wages Taxes
Investment Financing
Net cash Total

Percent of GDP Percent of GDP

Taiwan: year-on-year change in tech cash flow

2020 2021 2022 2023 2024 2025 2026E 2027E
-4

0

4

8

12

16

-4

0

4

8

12

16

Wages Taxes
Investment Financing
Net cash Total

Percent of GDP Percent of GDP

Korea: year-on-year change in tech cash flow

 
 

Source: Goldman Sachs Global Investment Research

20 September 2026   3

Goldman Sachs Asia Economics Analyst



来源：发现报告（www.fxbaogao.com/view?id=5753282）| 引用请注明出处

 

Aggregate monetary data reflect a significant increase in Korean corporate cash 
holdings in 2026. Broad money (M2) growth has averaged approximately 6% YoY in 
recent months, with non-financial corporates accounting for roughly 80% of this 
expansion in part due to KRW depreciation that increases KRW value of corporate USD 
holdings—the highest contribution share in available data since October 2003 (Exhibit 
4). This contrasts sharply with Taiwan, where bank deposit growth has accelerated above 
9% YoY (close to its post-pandemic peak) but has been driven predominantly by 
households (note: a detailed M2 holder breakdown is unavailable for Taiwan). 
Non-financial corporates contributed approximately 2.4 percentage points to Taiwan’s 
deposit growth in recent months, which remains below their contribution during the 
2021–2023 semiconductor upcycle. While structural differences complicate a direct 
comparison, this divergence suggests that the current semiconductor upcycle has 
translated more directly into domestic corporate financial balances in Korea than in 
Taiwan.  

 

Exhibit 3: Historical repatriation of foreign-affiliate earnings has averaged around 60%, with 
recent shares higher  
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The expansion in corporate M2 holdings has been concentrated in bank deposits and 
money market funds (MMFs). Year-on-year growth in bank deposits has averaged 6.3% 
YoY (approximately KRW130trn) in recent months, with the corporate sector accounting 
for roughly 80% of the increase. Conversely, household bank deposits have declined for 
the first time since 2008 (Exhibit 5).  This corporate cash accumulation is even more 
pronounced in MMFs, which are heavily utilized by the corporate sector: MMF assets 
under management (AUM) have increased by 12.7% YoY (approximately KRW 30trn) in 
recent months, with corporates accounting for over 90% of the growth. Collectively, the 
data points to a substantial accumulation of corporate funds in bank deposits and 
money-market products, aligning with the surge in corporate cash generation. 

 

While the accumulation of corporate cash in bank deposits and MMFs provides a 
supportive backdrop for money-market conditions, the ultimate impact on certificate of 
deposit (CD) rates depends heavily on where these funds are held. Strong corporate 
inflows into MMFs have provided a direct source of demand for money-market 

 

Exhibit 4: Korea’s M2 growth is driven by non-financial corporates, showing a much higher concentration than in Taiwan 
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Source: Bank of Korea, Haver Analytics

 

Exhibit 5: Robust banks and MMF AUM growth, driven by corporates 
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instruments, but declining household bank deposits have increasingly offset this 
support. In previous research, we established that higher bank demand deposits and 
larger MMF AUM are associated with narrower CD spreads over the Bank of Korea (BOK) 
policy rate. However, a more granular decomposition of bank deposits suggests that 
household deposits, rather than corporate deposits, are the primary driver of bank 
funding conditions. Our estimates indicate that a 1% increase in household deposits is 
associated with an approximate 1.1 basis point (bp) cumulative narrowing of the 
CD-to-policy rate spread. In contrast, an equivalent increase in MMF AUM is associated 
with only a 0.5 bp narrowing, after controlling for policy-rate differentials and broader 
bond and money-market funding conditions. This suggests that the robust expansion in 
MMF AUM may not have fully compensated for the drag of weak household deposit 
growth on bank funding conditions, explaining why the surge in corporate cash did not 
translate uniformly into lower CD spreads earlier in the year (Exhibit 6). The larger 
estimated impact of household deposits likely reflects their important role as a relatively 
stable source of bank funding which could reduce banks’ reliance on wholesale funding. 

The net impact on money-market conditions also depends on the BOK’s liquidity 
operations. An increase in liquidity absorption via open-market operations can reduce 
banking-system reserves, potentially offsetting the easing in short-term funding 
conditions driven by stronger bank deposits and MMF flows. In 2026, the outstanding 
balance of net repurchase agreement (RP) purchases remained broadly unchanged, 
while the stock of Monetary Stabilization Bonds (MSBs) continued to decline (Exhibit 7).  

 

2. Equity market volatility 
Exceptional volatility in Korea’s equity market also had important implications for 
household financial flows and portfolio allocation. The KOSPI rose by as much as 116% 
YTD to its mid-June peak, before declining roughly 30% from that peak by 
mid-September. Its 60-day realized volatility has surged above 70% on an annualized 
basis—well above the approximately 30% recorded in Taiwan and 17% in the US (Exhibit 

 

Exhibit 6: CD rate spread with the BOK policy rate stayed 
elevated in 2026 

 

Exhibit 7: Outstanding stock of Monetary Stabilization 
Bonds has continued to fall year-to-date in 2026 
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8). This heightened volatility is particularly impactful given households’ increased 
exposure to equities. 

The latest Flow of Funds data (available through Q1 2026) shows that household equity 
holdings had increased by approximately 23 percentage points of GDP from a year 
earlier, continuing a meaningful upward trend that began in mid-2025 (Exhibit 9). 
Concurrently, household holdings of insurance and pension assets declined by 4.6 
percentage points of GDP from a year ago and by approximately KRW 25 trn from the 
previous quarter, marking the first sequential decline since Q3 2023. Although these 
quarterly data predate both the June equity-market peak and the subsequent 
correction, they highlight a meaningful shift in household balance-sheet exposure 
toward equities, increasing the likelihood that large market swings will disrupt 
subsequent portfolio allocations across financial products and institutions. 

 

Higher-frequency financial-sector data suggest that the substantial accumulation of 
household market-related financial balances earlier this year has partially reversed 
alongside the equity-market correction. Investor deposits at securities firms and Cash 
Management Account (CMA) balances had increased by approximately KRW 50trn and 
KRW 15trn, respectively, from their end-2025 levels to their mid-June peaks, but have 
since declined by roughly KRW 30trn and KRW 8trn, respectively (Exhibit 10). While both 
metrics remain higher than at end-2025 and a year earlier, they are considerably below 
their market-peak levels. 

A similar pattern is evident in equity funds, where AUM rose from around KRW210trn at 
end-2025 to a peak of nearly KRW390trn, before falling to approximately KRW 340trn 
by mid-September. Unlike brokerage cash balances, however, equity-fund AUM has 
recovered more robustly from its initial post-peak decline, rising from approximately 
KRW 295trn in late July. Taken together, these movements suggest that while the large 
build-up in household financial assets associated with equity-market activity has 
partially unwound since June, the subsequent recovery in equity funds underscores 
continued household exposure to the equity market despite heightened volatility. 

 

Exhibit 8: Exceptionally high volatility in Korea equity 
markets 

 

Exhibit 9: Large shifts in household financial assets 
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The shift in household financial flows may also be constraining insurers’ investment 
capacity at the margin. Insurance-policy surrenders reached approximately KRW55trn 
through June, compared with an average of around KRW40rn over the same period in 
the preceding three years (Exhibit 11), thereby increasing cash outlays to policyholders. 
Concurrently, household borrowing from insurers accelerated from May to July, with the 
monthly increase reaching its highest level since early 2021. The acceleration coincided 
with tighter credit management in the banking sector and a subsequent shift toward 
non-bank funding channels. While these developments do not indicate systemic liquidity 
stress for insurers, elevated surrender payments and policy lending both absorb cash 
that would otherwise be allocated to financial assets, potentially limiting insurers’ 
capacity for incremental securities purchases. Insurance-sector household lending 
subsequently moderated in August, as insurers progressively tightened lending 
standards and policy-loan availability in response to heightened regulatory scrutiny of 
household debt. 

 

Exhibit 10: Equity investment funds remain up YTD despite volatility; likewise for money market investment funds  
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The moderation in insurers’ investment capacity has potentially important implications 
for Korea Treasury Bond (KTB) demand, particularly at the long end of the curve. 
Insurers hold around one-third of outstanding KTBs overall, but their presence is 
substantially greater in longer maturities, accounting for around 67% of outstanding 
10-20 year KTBs and 57% of bonds with maturities exceeding 20 years (Exhibit 12). 
Against this backdrop, insurer net investment in KTBs has slowed meaningfully in 2026. 
Net investment amounted to around KRW15trn through August, down from KRW22trn 
over the same period last year, with nearly all of this year’s purchases concentrated in 
maturities above 10 years. Notably, net investment in KTBs with maturities exceeding 20 
years was the weakest for any comparable period in available data since 2012. 

The weakness in long-end demand may also reflect a reduced need for further duration 
extension following several years of asset-liability management. The impact of higher 
long-term rates on insurers’ Korean Insurance Capital Standard (K-ICS) positions 
depends on insurers’ existing asset-liability duration gaps, while regulatory pressure to 
extend duration has become more gradual after the authorities slowed the extension of 
the final observation maturity, which will remain at 23 years through 2027 before 
gradually increasing from 2028. Although World Government Bond Index (WGBI)-related 
foreign inflows provided an offset to weaker insurer demand in 1H of the year, the pace 
of foreign KTB purchases has slowed considerably since peaking in May, falling to near 
zero in July and August. That said, the maturity composition of foreign purchases has 
been relatively supported of longer dated KTBs, with around 40% of net investment in 
2026 concentrated in maturities exceeding 20 years. Consequently, a recovery in 
WGBI-related inflows could therefore provide some offset to weaker insurer demand at 
the long end of the curve. 

 

Exhibit 11: Insurance companies experienced elevated policy surrenders and household loan growth in 2026 
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3. Equity market leverage 
The large upswing in equity-market activity has been accompanied by greater use of 
leverage, adding another dimension to financial flows in Korea. Unlike shifts between 
deposits, funds, and other financial assets, leverage expands investors’ market exposure 
beyond their initial cash outlays, while direct borrowing can create additional funding 
demands within the financial system. 

Household leverage linked to equity investments remains elevated despite some 
deleveraging from its peak. Margin-loan balances rose alongside the equity market rally, 
peaking at approximately KRW38trn before declining to around KRW33trn by 
end-August, but still well above KRW27trn at end-2025 (Exhibit 13). In comparison, 
securities-backed lending has remained broadly stable at around KRW25-26trn 
throughout the year. This divergence suggests that the expansion in securities-firm 
lending in 2026 has been concentrated primarily in credit used directly to finance equity 
purchases, with elevated loan balances indicating continued vulnerability to further 
large market movements. 

The increase in equity-related lending has also coincided with greater funding raised by 
securities firms in the money market. Customer RP sales have increased by around 
KRW6trn ytd, broadly matching the increase in the combined balance of margin loans 
and securities-backed lending (Exhibit 14). While RP funding cannot be directly mapped 
to individual securities-firm assets, the close co-movement is consistent with securities 
firms partly funding their customer lending expansion through short-term secured 
borrowing. This dynamic has implications for broader money-market conditions, as 
higher equity-market leverage increases securities firms’ demand for funds in the RP 
market, thereby absorbing a portion of the additional cash accumulating in 
money-market products. 

 

Exhibit 12: While insurers maintain substantial presence in longer maturity KTBs, net investment has slowed in 2026 
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Leveraged investment products represent an alternative channel of equity-market 
leverage, affecting market flows rather than directly generating additional funding 
demand. Combined AUM in domestic leveraged and inverse ETFs has fallen by nearly 
half from a peak of slightly below KRW40trn, and AUM in single-stock leveraged ETFs 
has declined from around KRW15trn to KRW6trn (Exhibit 15), partly reflecting the 
government’s measures to curb leveraged-product activity following the sharp increase 
in market volatility. Unlike margin lending, leveraged ETFs allow investors to obtain 
market exposure exceeding their initial cash investment without a corresponding 
increase in household borrowing or securities-firm funding. Nonetheless, their market 
impact can be significant, as leveraged products must dynamically rebalance their 
derivatives exposure as underlying prices fluctuate in order to maintain their target 
leverage ratios. This rebalancing can generate procyclical trading flows, potentially 
amplifying large market movements. The decline in leveraged ETF AUM since the market 
peak suggests that the potential scale of these procyclical rebalancing flows has 
moderated. 

 

Exhibit 13: Equity-related leveraged positions remain 
elevated... 

 

Exhibit 14: ... along with outstanding RP sales from 
securities companies 
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Looking ahead to 2027 
Looking into 2027, the semiconductor upcycle should generate a still larger pool of 
corporate cash, with net cash projected to reach 9.3% of GDP, according our technology 
analysts’ estimates. The extent of repatriation and the ultimate domestic accumulation 
of this cash will remain critical determinants of domestic financial market dynamics. 

However, a potentially more significant shift could emerge from the household sector as 
a larger share of semiconductor earnings is redistributed through compensation and 
dividends. We estimate that bonus payments by semiconductor companies could 
amount to approximately 1.7% of GDP, while the increase in dividend payments could 
reach around 3.5% of GDP. The combined total would represent the largest share of GDP 
in available historical data since 2005. In 2026, household bank deposits declined as 
financial flows shifted almost entirely toward equities; any reversal or modification of 
this pattern in 2027 will have major implications for bank funding, money markets, and 
equity flows. 

The demand-supply backdrop for KTBs is also poised to become more supportive in 
2027. On the supply side, KTB issuance ceiling is set to decline by around KRW13trn next 
year, equivalent to 0.9% of GDP (Exhibit 16). While this reduction is modest relative to 
the scale of the government’s revenue gains, authorities have also indicated they may 
adjust the maturity composition of issuance in response to weak demand for ultra-long 
bonds. 

On the demand side, the National Pension Service (NPS) could provide an additional 
source of support. As of June 2026, domestic bonds accounted for just 15.4% of its 
KRW1866trn portfolio, around 7.7pp below its revised 23.1% year-end target for 2026 
(Exhibit 17). While the NPS is not required to close this gap immediately—and its 
permitted allocation bands allow substantial deviation from target—the difference 
points to scope for potentially significant domestic bond purchases as the portfolio is 

 

Exhibit 15: Declines in leveraged ETF AUM since the market peak 
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gradually rebalanced.  

Additionally, non-financial corporate demand could rise alongside further 
semiconductor cash generation, though direct corporate participation in the KTB market 
has historically remained small (totaling around KRW 0.9trn in 2026, concentrated in 
maturities under 10 years). Overall, reduced supply combined with potential demand 
from the NPS and cash-rich corporates should provide a more supportive backdrop for 
KTBs in 2027, though the impact is likely to vary considerably across the yield curve. 

Overall, the flow picture appears relatively more supportive at the front end of the KTB 
curve, as substantial cash would be available for investment for semiconductor 
producers and banks, whose KTB holdings tend to be skewed toward shorter maturities. 
Around 40% and 60% of their respective KTB holdings are in maturities of less than two 
years. This flow dynamic would be directionally consistent with our rates strategy team’s 
recommendation to receive KRW 2Y IRS, which is driven primarily by the gap between 
our BOK policy rate forecast of one more 25bp hike in this cycle and the roughly four 
hikes currently priced by the market.  

 

Exhibit 16: KTB supply to decline only slightly in 2027 
 

Exhibit 17: NPS underexposed in domestic bond markets 
relative to targets in 2026 and 2027 
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