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August MPC Review  
Still estimating terminal rate of 3.50%  
 

• At the August Monetary Policy Committee (MPC) meeting, the Bank of Korea 

(BOK) raised the base rate by 25bps (from 2.75% to 3.00%). Considering the 

dissenting vote (in favor of freezing the base rate) and the dot plot (suggesting 

only one more hike over the next six months), the overall stance was dovish. 

• Our baseline forecast for the terminal rate remains at 3.50%. The BOK is 

likely to hold the base rate steady through year-end before raising rates twice 

in 1H27 (once in January and once in April). 

• Market vigilance towards MPC meetings will likely soften before tightening 

again in 2027. But as the BOK has substantially lifted its 2027 GDP growth 

forecast, we acknowledge that the terminal rate might be as high as 3.75%. 

Excluding rate hike itself, MPC’s stance dovish 

The Bank of Korea’s (BOK) Monetary Policy Committee (MPC) raised the base rate 

by 25bps (from 2.75% to 3.00%), a move that surprised markets, as expectations 

had leaned towards a hold. Bond yields rose sharply as a result. 

Except for the rate hike itself and the BOK’s significantly upgrading its GDP growth 

outlook, all other aspects of the statement were dovish. Committee member Hwang 

Geon-il dissented in favor of a freeze, and the dot plot suggests only one more rate 

hike over the next six months. Governor Shin Hyun-song characterized the back-to-

back rate hike as an unusual departure from precedent, explaining that the 

preemptive action—aimed at nipping elevated inflation expectations in the bud—

should enable a more moderate (less aggressive) tightening path. After reviewing 

both the dot plot and the governor’s press conference, the bond market reversed 

course, with yields falling notably. 

Still forecasting terminal rate of 3.50%; next hikes in January and April 

Our forecast for the terminal rate remains at 3.50%. The BOK is likely to hold the 

base rate steady through year-end, but we now believe the next two rate hikes will 

happen in January and April (previously expected February and May). While we 

continue to view 3.50% as the most likely endpoint, given the BOK’s substantial 

upward revision to its 2027 GDP growth forecast (from 2.1% to 2.9%), we need to 

be open to the possibility of an additional hike taking the terminal rate to 3.75%. 

(Continued on the next page) 
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Relief rally hard to visualize 

Immediately after the rate-hike announcement, the 3-year KTB yield touched 3.9% before sentiment 

shifted following a closer review of the dot plot and the press conference. As a result of the press 

conference, yields tumbled 6bps d-d on the 3-year KTB and 3bps d-d on the 10-year KTB, reflecting 

diminished market expectations for additional rate hikes before year-end. That said, the BOK’s 2027 

growth forecast of 2.9% and core inflation projection of 2.5% signal that the high-rate environment is 

unlikely to end anytime soon, limiting the scope of further bond-yield declines. The next catalysts for 

the bond market will be the budget bill and its impact on KTB issuances. For now, we estimate the 3-

year KTB yield will range 3.60-3.80% and the 10-year KTB yield will range 4.10-4.40%. 

 

BOK dot plot (as of Aug 2026) 

 
Source: Bank of Korea 

 

Economic outlook (as of Aug 2026) 

 2026 2027 

 1H 2H Annual vs May 1H 2H Annual vs May 

GDP growth (%) 3.8 3.0 3.3 [+0.7] 2.5 3.2 2.9 [+0.8] 

• Private consumption 2.6 1.7 2.1 [+0.1] 3.1 2.5 2.3 [+0.2] 

• Construction investment -1.5 1.7 0.2 [-0.4] 2.6 1.3 1.9 [+0.4] 

• Facilities investment 5.4 8.3 6.8 [+2.4] 4.7 4.7 4.7 [+2.0] 

• Intellectual property 
products investment 

3.7 3.7 3.7 [+0.2] 0.3 3.4 3.2 [+0.2] 

• Goods exports 10.8 8.7 9.7 [+4.8] 4.8 4.5 4.6 [+1.3] 

• Goods imports 9.7 9.8 9.8 [+6.8] 5.3 4.0 4.6 [+1.1] 

CPI inflation (%) 2.5 2.8 2.7 [ -] 2.3 2.2 2.3 [ -] 

• Core inflation 2.3 2.8 2.5 [+0.1] 2.6 2.4 2.5 [+0.2] 

Current account 
(USD100mn) 

1,91
0 

2,590 4,500 [+2,000] 2,375 1,925 4,300 [+2,400] 

• Goods balance 1,93
8 

2,733 4,672 [+2,000] 2,529 2,059 4,589 [+2,434] 

• Services balance -118 -252 -370 [-14] -216 -255 -471 [-38] 

• Primary & secondary 
income balance 

89 108 198 [+14] 62 121 183 [+6] 

Source: Bank of Korea 
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Global Disclosures & Disclaimers 
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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-
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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) 
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report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons together being referred to as "relevant persons").  
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For reports to be distributed to Korea:  
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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 
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