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Global Fixed Income  
MPC minutes and July inflation: Reading the 
next move 
 

• The July MPC minutes show that: 1) only one member advocated preemptive 

action; and 2) several of the assumptions behind the BOK’s hawkish remarks 

in July have changed (inflation has eased and the Kospi has fallen). 

• With fears of back-to-back rate hikes (in July and August) receding, bond 

yields have room to fall further, led by short- to medium-term bonds. 

• That said, any decline should be limited rather than sustained given the 

number of events ahead—the BOK’s economic outlook and the BOK’s dot plot 

(both will be announced on the day of the August MPC meeting—Aug 27) as 

well as the government’s budget bill (expected around the end of August). 

One member advocates preemptive action; assumptions have shifted 

The Bank of Korea’s (BOK) July Monetary Policy Committee (MPC) minutes 

confirmed that another rate hike is a foregone conclusion—all six members voted 

for an increase, and most endorsed a continued tightening bias. This is not new 

news—the May dot plot showed broad consensus for at least two hikes this year. 

What matters now is the urgency of the next rate hike—the July MPC minutes 

proved to be less hawkish than the market feared (it feared back-to-back rate hikes). 

Of the six MPC members, only one explicitly advocated a preemptive hike (Member 

3). Member 4 also used the word ‘preemptive,’ but argued for weighing the costs 

and benefits of preemptive action vs gradual tightening. The other four members 

confined themselves to data-dependent language such as: “monitoring how the data 

evolve” and “judging the timing of any further hike after careful assessment.” 

Member 2 did not comment on the future rate path at all. 

Many of the assumptions behind the hawkish July remarks have already changed. 

The won/dollar rate, which Member 1 flagged as a concern at 1,480, has since fallen 

to 1,424 (the won has strengthened), and exuberance in the equity markets (cited 

by Members 1 and 6) has cooled (with the Kospi falling). 

(Continued on the next page) 
 

 

Global Fixed Income Team 

Jiman Kim  

Analyst 

Jiman8.kim@samsung.com 

 

 
 

2026. 8. 6 



FIXED INCOME ISSUE REPORT 
2026. 8. 6  

 

 

Global Fixed Income 

 
 

Samsung Securities (Korea) ∷ www.samsungpop.com 2 
 

Core inflation rises, but headline- and living-necessities inflation falls sharply 

Korea’s headline CPI rose 2.8% y-y in July, returning to the 2% range for the first time in three months. 

Core inflation, by contrast, rose from 2.5% in June to 2.6%, its fastest growth in 2 years and 7 months. 

BOK Governor Hyun Song Shin said at the June MPC meeting that the BOK would watch not only 

headline and core inflation but also the index of living necessaries (a CPI sub-index of frequently 

purchased items). That measure plunged to +2.5% y-y in July from +3.4% y-y in June. One member 

(Member 5) cited the +3.4% y-y figure in the July minutes as direct justification for a rate hike, but the 

basis for that argument has now gone. With perceived inflation down sharply, we see little justification 

for pressing ahead with consecutive rate hikes. 

Next rate hike to happen in October 

We keep our view that the next rate hike will arrive in October. The minutes suggest virtually no 

member has consecutive rate hikes in mind, and the two assumptions underpinning the hawkish 

remarks in July (an elevated won/dollar rate; equity markets overheating) have both eased. The index 

of living necessaries, which the BOK said it watches closely, has also fallen sharply. Urgency for back-

to-back rate hikes would build if core inflation kept rising and inflation expectations turned back up, 

but with the BOK’s survey-based inflation expectations standing at 2.7% and the bond market’s 

breakeven inflation rate (BEI) at 2.58%, it is hard to argue that the situation demands immediate action. 

Our policy rate forecasts remain unchanged: A 25 bps hike in October (for a rate of 3% by end-2026) 

followed by a 25bps hike in 1Q27 and in 2Q27, for a terminal rate of 3.5%. 

With back-to-back rate-hike fears receding, bond yields have room to fall further, led by short- and 

medium-term bonds. That said, any decline should be limited rather than sustained given the number 

of events ahead—the BOK’s economic outlook and the BOK’s dot plot (both will be announced on the 

day of the August MPC meeting—Aug 27) as well as the government’s budget bill (which is expected to 

be presented around the end of August). 
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Key views of individual members at the July MPB meeting 

 Key remarks Calls for a pre-emptive hike 

Member 1 

Stock market volatility has widened to the peak levels seen during the 2008 

global financial crisis, and amid such excessive volatility retail investments 

funded by margin trading and loans appear to be rising, which is worrying. 

The won/dollar rate … rose to the KRW1,550/USD level, then fell back to the 

high-KRW1,400 level as supply-demand imbalances eased. 

We should decide the timing and size of any further rate hike while closely 

examining demand-side upwards price pressures, the improving growth 

trend, and exchange rate and household debt conditions. 

None 

Member 2 

Supply-side price pressures have eased, but with demand-side factors 

(stemming from stronger growth and wage increases) persisting and the 

sustained high forex, inflation is likely to remain unsettled for some time.  

Rising property prices and growing leveraged investments in capital markets 

are building financial imbalances and emerging as a potential risk to financial 

stability.  

I believe now is the best time for structural reform, including in the labor 

sector, and we should step up efforts to lift the declining potential growth rate 

by raising productivity through timely and bold reform. 

None 

Member 3 

Growth looks set to exceed its potential by a considerable margin, and the 

GDP gap should gradually turn positive.  

A sharp pickup in nominal growth is likely to add further to demand pressure 

across the economy and push up underlying inflation.  

As underlying price pressures are expected to build, we need to further 

strengthen efforts to anchor inflation expectations and entrench price stability 

through pre-emptive monetary policy action and careful policy 

communication. 

The only member to call for ‘pre-

emptive action’ 

Member 4 

CPI inflation came in at 3.1% in May and 3.2% in June, staying above 3% for 

two straight months, while core inflation remained around 2.5%.  

Services prices in particular are sensitive to demand conditions and are slow 

to adjust, so unless their pace of increase slows sufficiently, the convergence 

of inflation towards the target could be delayed. 

We should decide the pace of hikes by weighing the pros and cons of pre-

emptive versus gradual action. 

Used the term ‘pre-emptive’ but 

argued for weighing it against 

gradual action 

Member 5 

CPI inflation edged up from the previous month to 3.2% in June, and living 

necessities CPI inflation reached 3.4%.  

Owing to labor market rigidities, this growth momentum is not feeding 

through into new job creation.  

It would be desirable to decide the direction of monetary policy while 

watching the trends in real economy and price indicators 

None 

Member 6 

Inflation expectations have moved sideways after rising immediately after the 

start of the Middle East war, but a further increase (in inflation expectations) 

as the domestic economy expands cannot be ruled out.  

The market has already priced in much of the expected rate hike, and given 

the improvement in corporate and household income and financial 

soundness, the overall burden on economic agents from a rate hike should 

be limited.  

We should judge the timing of any further base rate hike while closely 

examining the pace of recovery in energy supply chains and the pass-

through of the semiconductor cycle to domestic demand. 

None 

Note: Members 1-6 are labeled in the order their views appeared in the July minutes 

Source: Bank of Korea, Samsung Securities 

 

  



FIXED INCOME ISSUE REPORT 
2026. 8. 6  

 

 

Global Fixed Income 

 
 

Samsung Securities (Korea) ∷ www.samsungpop.com 4 
 

 

Korea’s July CPI at 2.8%, core CPI at 2.6%  Living necessities CPI: Plunged to 2.5% in July 

 

 

 
Source: Ministry of Data and Statistics, Samsung Securities  Source: Ministry of Data and Statistics, Samsung Securities  

 
 

Break-even inflation vs inflation expectations  Won/dollar rate: Lower than at the July meeting 

 

 

 
Source: Infomax, Bank of Korea, Samsung Securities  Source: Bloomberg, Samsung Securities 

  

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5

5.0

5.5

2023 2024 2025 2026

(%)

CPI Core CPI

CPI

Core CPI

Bank of Korea target 2% -2

0

2

4

6

8

2021 2022 2023 2024 2025 2026

(%)

Living necessities CPI (m-m)

Living necessities CPI (y-y)

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5

5.0

2020 2021 2022 2023 2024 2025 2026

(%)

Korea 10-year BEI Inflation expectations
1,400

1,420

1,440

1,460

1,480

1,500

1,520

1,540

1,560

Jan 2026 Mar 2026 May 2026 Jul 2026

(Won)

July MPC meeting 
(Jul 16): KRW1,480/USD



FIXED INCOME ISSUE REPORT 
2026. 8. 6  

 

 

Global Fixed Income 

 
 

Samsung Securities (Korea) ∷ www.samsungpop.com 5 
 

 

Global Disclosures & Disclaimers 
General 

This research report is for information purposes only. It is not and should not be construed as an offer or solicitation of an offer to purchase or sell any securities or other financial instruments 

or to participate in any trading strategy. This report does not provide individually tailored investment advice. This report does not take into account individual client circumstances, objectives, 

or needs and is not intended as recommendations of particular securities, financial instruments or strategies to any particular client. The securities and other financial instruments discussed 

in this report may not be suitable for all investors. The recipient of this report must make its own independent decisions regarding any securities or financial instruments mentioned herein 

and investors should seek the advice of a financial adviser.  

This report may not be altered, reproduced, distributed, transmitted or published in whole or in part for any purpose. References to "Samsung Securities" are references to any company in 

the Samsung Securities, Co., Ltd. group of companies. 

Samsung Securities and/or other affiliated companies, its and their directors, officers, representatives, or employees may have long or short positions in any of the securities or other financial 

instruments mentioned in this report or of issuers described herein and may purchase and/or sell, or offer to purchase and/or sell, at any time, such securities or other financial instruments 

in the open market or otherwise, as either a principal or agent. Any pricing of securities or other financial instrument contained herein is as of the close of market for such day, unless 

otherwise stated. Opinions and estimates contained herein constitute our judgment as of the date of this report and are subject to change without notice.  

The information provided in this report is provided "AS IS". Although the information contained herein has been obtained from sources believed to be reliable, no representation or warranty, 

either expressed or implied, is provided by Samsung Securities in relation to the accuracy, completeness or reliability of such information or that such information was provided for any 

particular purpose and Samsung Securities expressly disclaims any warranties of merchantability or fitness for a particular purpose. Furthermore, this report is not intended to be a complete 

statement or summary of the securities, markets or developments referred to herein.  

Samsung Securities does not undertake that investors will obtain any profits, nor will it share with investors any investment profits. Samsung Securities, its affiliates, or any of its and their 

affiliates, directors, officers, employees or agents disclaim any and all responsibility or liability whatsoever for any loss (direct or consequential) or damage arising out of the use of all or any 

part of this report or its contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without notice. Past performance is not 

indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. For investment 

advice, trade execution or other enquiries, clients should contact their local sales representative. Any opinions expressed in this report are subject to change without notice and may differ 

or be contrary to opinions expressed by other business areas or groups of Samsung Securities. Any analysis contained herein is based on numerous assumptions. Different assumptions 

may result in materially different results. Samsung Securities is under no obligation to update or keep current the information contained herein. Samsung Securities relies on information 

barriers to control the flow of information contained in one or more areas or groups within Samsung Securities into other areas or groups of Samsung Securities. Any prices stated in this 

report are for information purposes only and do not represent valuations for individual securities or other financial instruments. Samsung Securities makes no representation that any 

transaction can or could have been effected at those prices and any prices contained herein may not reflect Samsung Securities’ internal books and records or theoretical model-based 

valuations and may be based on certain assumptions. Different assumptions by Samsung Securities or any other source may yield substantially different results. Additional information is 

available upon request. 

For reports to be distributed to US:  

Securities research is prepared, issued and exclusively distributed by Samsung Securities Co., Ltd., an organization licensed with the Financial Supervisory Service of South Korea. This 

research may be distributed in the United States only to major institutional investors as defined in Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended, and may not be 

circulated to any other person otherwise. All transactions by U.S. investors involving securities discussed in this report must be effected through Samsung Securities (America) Inc., a broker-

dealer registered with the U.S. Securities & Exchange Commission and a member of the Financial Industry Regulatory Authority/SIPC, and not through any non-U.S. affiliate thereof. The 

analysts listed [on the front of this report] are employees of Samsung Securities Co., Ltd., or a non-U.S. affiliate thereof, and are not registered/qualified as research analysts under applicable 

U.S. rules and regulations and may not be subject to U.S. restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst 

account.  

For reports to be distributed to UK:  

This report is not an invitation nor is it intended to be an inducement to engage in investment activity for the purpose of section 21 of the Financial Services and Markets Act 2000 of the 

United Kingdom ("FSMA"). To the extent that this report does constitute such an invitation or inducement, it is directed only at (i) persons who are investment professionals within the 

meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 (as amended) of the United Kingdom (the "Financial Promotion Order"); (ii) 

persons who fall within Articles 49(2)(a) to (d) ("high-net-worth companies, unincorporated associations etc.") of the Financial Promotion Order; and (iii) any other persons to whom this 

report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons together being referred to as "relevant persons").  

Any investment or investment activity to which this report relates is available only to relevant persons and will be engaged in only with relevant persons. Persons who are not relevant 

persons must not act or rely on this report. 

For reports to be distributed to Korea:  

This report is for private circulation only, not for sale, and is issued and distributed only to persons permitted under the laws and regulations of Korea.  

For reports to be distributed to Singapore:  

This report is provided pursuant to the financial advisory licensing exemption under Regulation 27(1)(e) of the Financial Advisers Regulation of Singapore and accordingly may only be 

provided to persons in Singapore who are "institutional investors" as defined in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore. This report is intended only for the 

person to whom Samsung Securities has provided this report and such person may not send, forward or transmit in any way this report or any copy of this report to any other person. 

Analyst certification  

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of such analyst(s) 

was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research report. The analyst(s) principally responsible for the preparation of this 

research report receives compensation based on determination by research management and senior management (not including investment banking), based on the overall revenues, 

including investment banking revenues of Samsung Securities Co., Ltd. and its related entities and has taken reasonable care to achieve and maintain independence and objectivity in 

making any recommendations.  

Copyright © 2010 Samsung Securities Co., Ltd. All rights reserved. This report or any portion hereof may not be reprinted, sold or redistributed without the prior written consent of Samsung 

Securities America Inc 

 



 

 

 

 

 

 

 

 

     

  

SAMSUNG SECURITIES 

Samsung Electronics Bldg., 11, 74-gil, 

Seochodae-ro, Seocho-gu, Seoul, Korea 06620  

Tel: 02 2020 8000 / www.samsungpop.com 

Family Center: 1588 2323 

Voice Of Customer: 080 911 0900 

 

For more information,  

please call our sales representatives: 

 

LONDON  

Samsung Securities Europe Limited 

1st Floor, 30 Gresham Street, London EC2V 7PG UK 

Tel. 44-207-776-4311 

Fax. 44-203-837-9219 

 

NEW YORK  

Samsung Securities America Limited 

1330 Avenue of the Americas. 10th Floor. New York,  

NY 10019 

Tel: 1-212-972-2454 

Fax: 1-212-972-2704 

 

HONG KONG  

Samsung Securities (Asia) Limited 

Suite 4511, Two International Finance Center,  

8 Finance Street, Central, Hong Kong 

Tel: 852-3411-3608 

Fax: 852-2114-0290 

 

BEIJING  

Samsung Securities Beijing Representative Office 

Rm. 910, The Exchange Building No 118 JianGuo Lu, Chao 

Yang District, Beijing, China 

Tel: 86-10-6522-1855 (extension 7891) 

Fax: 86-10-6522-1855 (extension 7889) 

 

TOKYO  

Samsung Securities Tokyo Representative Office 

#106-8532 19F, Roppongi T-Cube 3-1-1,  

Roppongi Minato-ku Tokyo, Japan 

Tel: 81-3-6333-2952  

Fax: 81-3-6333-2953 

 

 


