Gross Domestic Product of North Korea in 2006

North Korea's real annual GDP decreased 1.1% in 2006, turning negative after
seven consecutive years of positive growth. This was mainly atiributable to
decreased production in the agriculture, forestry & fisheries, and construction
sectors.

North Korea's general economy faced difficult circumstances in 2006 due to the
deterioration of its international relationships resulting from the nuclear weapons
issue and to its lack of resources.
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Looking at North Korea's GDP growth by industry, the agriculture, forestry &
fisheries industry marked a 2.6% decrease, after a 5.0% increase in 2005, owing
to unfavorable weather conditions.

Production in mining increased 1.9% in 2006, down from its 3.5% increase in
2005, as the decline in metallic mineral production outweighed the increases in
coal and nonmetallic mineral products.

North Korean manufacturing production increased 0.4% in 2006, down from its
4.9% increase in 2005. In the light industries, there was a 0.6% production drop,
primarily due to the decrease in food products and beverages. In the heavy
industries, production increased 1.1%, down from its 5.4% increase in 2005,
owing to the declines in machinery and nonferrous metal products.



Electricity, gas & water production increased 2.7%, down from its 4.4%
increase in 2005, owing to a shrinkage in hydroelectric power generation despite
increase in steam power generation.

Construction industry production declined 11.5%, as against a 6.1% increase in
2005, due to the reduced civil engineering, specifically road and railroad
construction, and despite an expansion in non-housing construction.

Production in services climbed 1.1%, following a 1.3% increase in 2005. Hotel
and restaurant industry production fell with the decline in foreign tourists, but
production of the transport and the post & telecommunications industries
increased.

North Korean GDP Growth by Industry
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Looking at North Korea's industrial structure in 2006, there was rise in the share
in GDP of services, mining & manufacturing, and electricity, gas & water
production. However, the shares of the agriculture, forestry & fisheries and
construction industries decreased.



North Korean Industrial Structure
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The 2005 North Korean economy (hominal GNI) was valued at 25.6 billion
dollars, one thirty-fifth (2.9%) that of South Korea, while its per capita GNI stood
at 1,108 dollars, approximately one seventeenth (6.0%) that of South Korea.

Economic Scale and Per Capita GNI in South and North Korea
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North Korea's trade volume (goods-based) during 2006 amounted to 3,000
million dollars, 1/212 the size of South Korea’s.

North Korea’s exports decreased by 5.2%, but its imports increased by 2.3%.
Accordingly, its overall frade volume fell 0.2%.

Trade in South and North Korea
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Mote ¢ Bilateral trade between Morth and South Korea is excluded.

Meanwhile, bilateral trade between South and MNorth Korea stood at 1,349.7
million dollars in 2006, a 27.8% year-on-year increase after the increase of 51.5%
in 2005.

South-to-North trade grew 16.0% vyear-on-year, due to the increase in
non-fransactional trade, such as South Korea’s provision of rice and fertilizer, as
well as to expansion of the Gaeseong Industrial Complex. North-to-South trade
climbed 52.7%, owing to increased frading of basic metal and mining products, as
well as to the expansion of inter-Korean economic cooperation project.
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Major Economic Indicators in South and North Korea in 2006
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Brief Explanation of Estimation Method

- The Bank of Korea (BOK) has been estimating the “Gross Domestic Product
of North Korea” annually since 1991, using the basic data on production
quantities supplied by the relevant institutions.

o This estimation project had been promoted for the purpose of evaluating
the North Korean economy from South Korea's perspective and utilizing the
estimated data in making policies.

- Therefore, the estimation follows the System of National Accounts (SNA),
which is also applied to GDP estimation for South Korea.

* Recently, nations in fransition to market economies have been adopting the
SNA for estimating their GDPs, as is the practice as well in almost all
market economies including South Korea.

- GDP at current prices is estimated with the use of the South Korean prices,
value-added ratios and exchange rate.



