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Abstract 

 

On March 10, 2017, South Korea was able to achieve its first-ever impeachment of former 

President Park Geun-Hye, the daughter of the Park Chung-Hee, the authoritarian leader of post-

war South Korea who aimed to revive the war-torn economy through the government’s favorable 

support of Chaebol firms. Park Geun-Hye was brought down from her role as President, with one 

of the main reasons for being involved in a bribery scandal with Samsung. The political 

connection between the Chaebol and the South Korean government has been an alarming issue 

since the 1960s, and the recent political scandal resonated this issue and the need for reforms 

against Chaebol firms.   

 

In order to measure whether there is indeed more political risk involved with Chaebol firms, we 

use North Korean provocation events to examine whether Chaebol stock prices are more 

adversely affected during such events. Through the use of North Korean provocation events, we 

measure the “Korean Risk”, or the geopolitical risk that arises from inter-Korean confrontations, 

and compare this risk between the two types of firm structures: Chaebol and non-Chaebol firms. 

Through examining the periods between 1995 and 2017 using daily closing prices of 333 firms, 

our results show that Chaebol firms are more adversely affected during events of North Korean 

provocations, indicating that Chaebol firms are more impacted by geopolitical and financial risk 

during inter-Korean conflicts.  
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1          Introduction  

 

Our research aims to examine the effect of North Korean provocations, including missile 

launches, nuclear tests, and DMZ border attacks, on the stock prices of publicly listed South 

Korean firms and make a comparison between two types of firm structure: Chaebol (South 

Korean family-owned conglomerates) and non-Chaebol firms. We use firm level data on stock 

prices and a timeline of border instabilities. By including events, firm structure and industry 

dummies into our model, we hope to understand how actions of North Korea may affect the 

performance of the Korean stock market, whether this effect has changed over the years, and 

how it differs across the two types of firm structure. Through our research, we will compare the 

effects and influences of North Korean provocations towards the stock returns of the two types 

of firm structures, and analyze whether the stock prices accounts for the “Korea Risk” or other 

political risk factors.  

 

 

1.1          North Korean Provocations and the “Korean Risk” 

 

Since the 1953 Korean Armistice Agreement, there have been long-lasting instabilities at the 

border of South and North Korea, which were believed to have strong influences on South 

Korean shareholders’ confidence on the stock market. With the Korean Peninsula divided into 

two, North Korea has been provoking South Korea through different measures, including border 

attacks, verbal threats, missile launches, and nuclear provocations. Such provocations have led to 

a phenomenon amongst investors in the Korea Exchange (KRX), the sole securities exchange 

operator in South Korea, which is typically known as the “Korean Risk” or the “Korean 

Discount”. This phenomenon refers to the tendency of the Korean economy to fall during events 

of inter-Korean confrontation or related geopolitical risks (“Financial Markets”, 2010). One key 

inter-Korean confrontation that occurred during the past decade was the sinking of Cheonan, a 

Republic of Korea Navy corvette, on May 20th, 2010. With international investigation teams 

concluding that the warship was attacked by a North Korean submarine torpedo, the Korean 

stock foreign exchange market started stumbling, with the won-dollar exchange rate to rise by 9% 

(“Financial Markets”, 2010).   
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Another major event that has been widely discussed was the test-firing of the Taepodong-2 

Missile on July 5th, 2006. One research done by the Samsung Economic Research Institute 

measured the shock degrees of each provocation events based on the amount of media coverage 

in order to measure the degree of fluctuations of the Korea Composite Stock Price Index (KOSPI) 

during the occurrence of the events. The Taepodong-2 Missile event had the third highest 

anticipated shock intensity out of all provocation events from 1998 to 2010, but resulted in a 

relatively weak fluctuation of the stock market. U.S. economic sanctions and high possibility of 

surgical strikes against North Korea during 2005, it was expected that another provocation 

announcement would create a large fluctuation in the Korean financial community. However, 

there were several shock absorbing mechanisms, including high speculations by the South 

Korean government that the Taepodong-2 missile was not for military purposes. In addition, 

there were announcements that the missile was being fueled a few weeks prior to the launch and 

the missile exploded after 42 seconds into its flight, which disproved the threat capabilities of the 

North Korean multi-stage ballistic missile. Nevertheless, the market was met with massive sales 

from both domestic and foreign investors. This event is important as it suggests how the market 

reacts negatively to North Korean provocations, but the intensity of the reaction can be both 

amplified or alleviated based on related regulatory issues, international and inter-Korean 

diplomatic relationships, or investor speculations. In this case, the government made efforts to 

alleviate public concerns through announcing that the missile was launched for a satellite instead 

of military purposes, resulting in a negative fluctuation of the Korean stock market, but at a 

relatively mitigated level (Lim, n.d.).  

 

There have also been discussions in regards to whether the “Korean Risk” phenomenon has been 

decreasing over time as the market becomes immune to such geopolitical risk. One common 

notion amongst market analysts is that due to the repetitive nature of provocations, the impact of 

an additional event on the South Korean stock and foreign exchange market has been 

diminishing. Clearly, it can be seen that the measured impact of such risk can depend on the 

ongoing diplomatic relations between the North and South. In 2006, the first North Korean 

nuclear test brought a massive damage to the stock market and severely weakened the South 

Korean won, as the test indicated North Korea’s intentions to continue its usage of nuclear 
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weapons despite the international oppositions from the Six-Party Talks (Ferrier, n.d.). However, 

with a total of five nuclear tests since July 2006 until September 2016, a research done by the 

Korea Economic Institute of America suggests that the impact of nuclear tests has been 

diminishing over time. In the case of provocations in the DMZ or long-range rocket launches, the 

diminishing pattern over time does not apply. As we have seen from the case of Taepodong-2 

and how speculation led to a diminished impact, the financial markets respond to geopolitical 

risks that engender more uncertainty. In opposition to nuclear tests, the market tends to have a 

greater negative reaction towards provocations when the type of provocation, such as DMZ 

engagements, are outside normal security developments. Thus, it can be seen that the “Korean 

Risk” phenomenon is a factor that has an effect on the Korean financial market, while the issue 

of whether such risk has been diminishing with the immunization of the market depends on the 

type of provocation, related policy and security developments, as well as the degree of 

uncertainty.  

 

 

1.2          The Rise and Political Dependency of Chaebol Firms  

 

While most past research studies have been focusing on specific event studies or the overall 

impact of North Korean threats or provocations towards the Korean stock market, this research 

focuses on how the impact differs amongst Chaebol and non-Chaebol firms. The term “Chaebol” 

can be directly translated as a combination of wealth (“chae”) and clan (“bol”), and specifically 

refers to the Korean form of business conglomerates namely including Samsung Group, LG 

Group, Hanhwa, and the Hyundai Motor Group. After the Korean War (1950 – 1953), South 

Korea became a war-torn country and had one of the world’s poorest agrarian economies until 

the early 1960s with the national GDP per capital at $67 (Ahn, 2012). With Park Chung-Hee 

taking power in 1961 through a major military coup d’état, the Korean economy was met with 

phenomenal growth, which marked the beginning of the renowned “Miracle of the Han River”. 

Park, who had strong ambitions to use his authoritarian power to revive the economy, led the 

first Five-Year Economic Plan in 1962, which triggered industrialization and strengthened the 

relationship between the Korean government and the private sector. While the U.S. transferred 

large amounts of aid for the Korean military and population, widespread corruption remained, as 
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significant amounts of the aid was allocated for private use and created a new wealthy class of 

Koreans who went on to establish the Chaebol firms we know today (“Korean Economic 

Development”, 2003). These wealthy Chaebol entrepreneurs included the founders of Samsung, 

SK, LG, and Hyundai, with founder Lee of Samsung personally holding around 19% of the total 

wealth of Korea in 1962 (Jones, 1980). Throughout the 1960s, such family-owned firms formed 

alliances with the authoritarian government to receive cheap loans in order to expand into 

multiple industries without the fear of failing (Marlow, 2015). In order to achieve the motives of 

the Five-Year Economic Plan, Park knew he needed the help from the Chaebol firms and started 

protecting homegrown industries from foreign competition in order to steer growth for the 

Chaebols. Although Park’s policies manipulated and threatened the large firms to cooperate with 

the government, the relaxed regulations, tax cuts, and cheap loans promoted rapid growth for the 

Chaebols to place South Korea as a major industrial powerhouse in less than a generation and 

13th largest economy in the world today (Cho, 2015).  

 

The Chaebol firms were the major contributors of the “Miracle of the Han River” and may 

deserve the most credit for South Korea’s post-war economic development. Throughout the past 

decades, the common notion amongst Koreans was that the success of Chaebols was also the 

success of the country, and working for a Chaebol firm meant contributing to a national cause 

(Cho, 2015). However, the rise of Chaebols also led to massive imbalances in the domestic 

economy with economists arguing that Chaebols are thriving at the cost of preventing the growth 

of small and middle-sized enterprises (Marlow, 2015). While the Asian Financial Crisis in 1997 

led to the bankruptcy of 16 of the top 30 Chaebols, these conglomerates still remain as the major 

players in the Korean economy and are considered as ‘too big to fail’ (Cho, 2015). Currently, the 

revenue figures of the top five Chaebols constitute 60% of the gross domestic product of the 

nation, while Samsung alone, including all its affiliated companies, account for around 20% of 

the total market value of the Korean Stock Exchange and 15% of the entire economy (Ullah, 

2017).  

 

Since the post-war economic growth of South Korea, Chaebols now have established their 

unrelenting power not only in the economy, but also in politics as well. The heroic story of the 

“Miracle of the Han River” revolves around the close ties between the government and Chaebols, 
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and now Chaebols have grown to a state where the government is overly indebted and would 

take measures to protect these conglomerates (Marlow, 2015). Park Geun-hye, the daughter of 

the military dictator Park Chung-Hee who led the growth of Chaebols, was officially impeached 

from her presidency on March 10th, 2017 after one of the biggest political scandals in the history 

of South Korea. The scandal involved direct interventions to the presidency by Park’s aide Choi 

Soon-Sil, who was alleged to have used Park’s position to receive massive amounts of donations 

from the major Chaebol firms. A total of nine Chaebol companies have been found to have 

injected large amounts of donations to two foundations, Mir and K-Sports, that were controlled 

by Choi Soon, including Samsung Electronics Vice Chairman Lee Jae-Yong and Hyundai 

Motors Chairman Chung Mong-Koo donating 20.4 billion and 8.2 billion Korean won 

respectively (Ko, 2016).   

 

After being accused of bribery, embezzlement, and perjury, Samsung’s heir Lee Jae-Yong was 

arrested on February 16th, 2017. In addition to the donations given to Choi’s foundations, it was 

found that Lee donated a $900,000 horse for Choi’s equestrian daughter under a deal with 

President Park to receive government approval for a merger deal that would lead to a smooth 

leadership transition in favor of Lee (Choe, 2017). Despite shareholder opposition, Samsung 

pushed a merger between two units, Cheil Industries and Samsung C&T, which would allow for 

Lee’s control over the entire Chaebol conglomerate, but the merger deal could only be cemented 

with the government’s approval and circumventing the law. The merger deal led to an increase in 

the value of stocks owned by the Lee family of Samsung by $758 million (Choe, 2017). The deal 

between Samsung and Park Geun-Hye, the daughter of the authoritarian dictator who has 

supported Samsung to grow as a global behemoth it is today, truly alerted the country about the 

precarious mix of politics and business. The mere fact of Samsung’s hair being handcuffed and 

escorted by the police to jail was an unreal moment for the Korean public, but this scandal event 

was a symbolic one that shows the political ties that the Chaebols have maintained since the 

post-war economic revival of South Korea.  

 

The links between Chaebols and the South Korean government is almost inseparable. Former 

President Lee Myung-Bak was a former Hyundai executive who protected Lee Jae-Yong’s father 

Lee Kun-Hee from convictions of embezzlements and tax evasions, as well as several other 
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white-collar crimes with the justification that publicity damage done to Samsung would lead to a 

fatal economic downturn of the country (Choe, 2017). Former South Korean Presidents have 

been reluctant to erode the power of Chaebols due to their extensive control over core industries, 

and scholars claim that it would take more than a political or economic crisis to bring a Chaebol 

reform that would mitigate the existing corruption and family power of these massive 

conglomerates (“Blood Runs Thicker”, 2017).  

 

The purpose of our study is to examine whether or not Chaebols are more affected by North 

Korean provocations. As it can be seen, the connection between politics and business in South 

Korea goes back in history and the most recent major incident of Park’s impeachment and Lee’s 

arrest resonates the degree of how Chaebols have grown until this day with corruption, massive 

capital injections, and nonpublic deals with the government. Moreover, North Korean 

provocations create inherent geopolitical risk that has historically affected the South Korean 

financial markets. Through examining and comparing the effects of North Korean provocations 

on the stock prices of Chaebol and non-Chaebol firms, we aim to find whether there is indeed 

greater geopolitical and financial risk involved with Chaebol firms. 

 

 

2          Literature Review 

 

There has been numerous research related to the comparison of Chaebol and non-Chaebol 

performances. The paper done by Euysung Kim called “The Impact of Family Ownership and 

Capital Structures on Productivity Performance of Korean Manufacturing Firms: Corporate 

Governance and the Chaebol Problem” showed a positive relationship between family ownership 

concentration and productivity performance to be much stronger in Chaebol firms that in non-

Chaebol firms. Another past research that supports our topic was the research done by Seo Joon 

Choi and Sun Young Park called “Are Political Events Systematically Priced in the Stock Market? 

Evidence from Korean Listed Firms”, where the results showed that risks regarding changes in 

government regime is systematically priced over the Korean stock market. However, this paper 

deals with internal political risk, whereas our topic has to do with the external political risk that 

is inherent in the Korean peninsula through the current Korean armistice agreement between the 
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South and North. The research called “How do Investors in the Korean Stock Market React to 

Nuclear Threats from North Korea?” by Je-Joon Choi and Hyoung-Jin Park showed that the 

Korean Stock Market is indeed affected by the nuclear threats, but only specifically by actual 

happenings of threats instead of verbal threats. Also, the paper’s results showed that during 

events of threats, individuals sold their stocks, whereas foreign investors and institutes actually 

bought shares. This is an important implication for our research, as it shows that the event 

dummy variables that indicate North Korean threats should only include actual reported threats, 

instead of the verbal threats from the North Korean military and government. 

 

The “Korean Risk” in stock prices has been a topic that has been widely discussed and an 

important factor for both domestic and foreign investors. While past research has been focusing 

primarily on whether such risk factor is inherent in stock prices or dealing with the comparison 

of performance between Chaebols and non-Chaebols, we aim to combine these two topics to see 

how the “Korean Risk” in firm share prices are differently affected by Chaebols and non-

Chaebols. Although Chaebols tend to be more politically dependent and invested heavily by the 

Korean government, we hypothesize that the Chaebol stock prices would be less affected by 

North Korean provocations due to the nature of the conglomerate business structure of having a 

diversified portfolio of businesses and products.  

 

 

2.1 Stock Return Data 

 

Our empirical study mainly focuses on the impact of external political crises on the South 

Korean Stock Exchange by observing if there are any changes of stock returns after crises occur. 

Some of the crises took place at night, weekends and national holidays, when the stock market 

was closed. Based on observing our dataset, we make the assumption that the impact of these 

events was most likely carried forward to the next trading day due to the recovery period. We 

must also account for events that happened during a trading day, which might have an immediate 

effect on the current day stock price. 

 



 10 

In order to calculate stock returns for various time windows, we obtain the closing stock prices 

for 333 sample publicly-traded firms from the dates January 3, 1995 to March 31, 2017, using 

the FnGuide subscription financial database. This time period is chosen because most of the 

crises took place after the start of year 1995 and also captures most major firms that have gone 

through an initial public offering prior to 1995. By calculating returns with closing prices, we are 

able to capture the impact of both crises that happened overnight or during a non-trading day, 

and crises that happened during a trading day. We also obtain KOSPI and KOSPI 200 Index 

from FnGuide to observe the effect of external crises on the overall performance of the major 

South Korean stock market indices and use the capital asset pricing model to perform a variation 

of our results and control for the market variation.  

 

Out of the 2030 listed companies on the Korean Stock Exchange, the 333 companies were 

randomly chosen and was based on the criteria that the companies had been listed on the 

exchange prior to January 3, 1995. Thus, we have excluded the most recently listed companies as 

well as bankrupt firms in order to adjust for a fair comparison between companies with similar 

maturity.  

 

 

2.2 Firm Characteristics Data 

 

To address the question of whether Chaebols respond differently to crises in the Korean 

peninsula, we classify firms into Chaebols and non-Chaebols with a binary variable. All firms in 

the sample receive classifications based on whether management is passed onto family and 

whether the business is a conglomerate with diversified business models and product offerings. 

We have also analyzed media, Chaebol-related databases, and news reports to verify whether the 

conglomerate or firm is generally accepted as a “Chaebol” amongst the Korean public. Firms 

satisfying both criteria are classified into the Chaebol binary variable. Out of the 333 companies 

that we have collected data for, there are listed companies that are part of a conglomerate group 

that went through a separate initial public offering. For example, for Samsung Group alone, we 

have identified Samsung SDI, Samsung C&T, Samsung Group, Samsung Electro-Mechanics, 

Samsung Electronics, and Samsung Securities that have individually been publicly listed prior to 
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1995. Thus, the Chaebol classification includes all companies that are affiliated to a Chaebol 

company. Within the list of 333 companies, we have classified 113 firms as Chaebols, while the 

other 220 as non-Chaebols. One factor that we had to consider and account for was the fact that 

there were instances when a conglomerate decided to break up due to poor company 

performance such as the case of Ssangyong during the Korean Financial Crisis. Such companies 

were excluded from the regression or were counted as part of the non-Chaebol classification if 

the subsidiary company was wholly operated by a non-family management structure.  

 

 

2.3 External Political Crises and Provocations Data 

 

For the data on external political crises, we create a North Korean crises timeline covering all 

events that took place during the sample period, from January 3, 1995 to March 31, 2017. A 

binary variable is created to capture and differentiate between dates when provocation events 

happened and other dates. Throughout the measurement period, we were able to identify a total 

of 143 political crises and provocation events. These events are different types of provocations 

that were widely covered by both domestic and foreign media, including nuclear tests, missile 

launches, border attacks, and assassinations of key figures or refugees. As discussed during the 

literature review section, we have excluded any types of verbal threats against the South Korean 

government, as we make the assumption that verbal threats have a minimal effect on the Korean 

stock exchange.  

 

In order to capture variations of our results, we have also divided the 143 events into two types 

of classifications: “Missile” provocations and “Other” provocations. The “Missile” provocation 

event includes both missile launches and nuclear tests, while other types of provocations are 

considered as short-range attacks, exchange of fire, or actual border confrontations.  A total of 78 

events out of the 143 were classified as “Missile” provocations, whereas the rest of the 65 events 

were identified as “Other” provocations that includes territorial incursions or exchange of fires 

across borders. It is interesting to note that the missile and nuclear tests happened in the mid- and 

late 2000s, whereas the early periods were marked with more non-missile, short provocations. 

This supports the fact that technological advancement allowed for North Korea to proceed with 
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missile and nuclear tests during the mid- and late 2000s. We do not include events that are 

developed from a pre-existing provocation event, to make sure that the incidence of events is 

clearly defined and that there is no interdependence among them. Appendix 1 shows a timeline 

of the 143 events that we have captured for our study, including the specific dates of the events, 

description, as well as the classification. 

 

In order to allow for the study on how different types of events trigger different impacts on the 

stock market, we further divide the events into nuclear detonations and other events, which 

include missile launches, shooting, submarine activities and other border instabilities. This 

specification is obtained by two additional binary variables and hence we are able to observe the 

impact of each type of events separately. 

 

 

 

3 Theoretical Framework 
 

3.1  Impact of Events on Stock Return 

 
In order for us to study how external crises affect Chaebols and non-Chaebols differently, we 

must first examine whether the crises have any impact on stock return. We start with a simple 

model which observes if there is any impact of external crises on Korean stock market return. 

First, with the KOSPI and KOSPI 200 indices, and the individual sample firm returns, we 

calculate stock price returns for the period 𝑡 − 𝑚 to 𝑡 + 𝑛, based on the following specification: 

 

𝑅' =
𝐼'*+ − 𝐼',-

𝐼',-
, 𝑛 ≥ 0,𝑚 ≥ 0 

 

In this equation, 𝑅' represents the stock price return from period 𝑡 − 𝑚 to 𝑡 + 𝑛,  and we observe 

whether there is an event on date 𝑡. We use different values of n and m to create variations in the 

time window. Hence, we are able to find out which time-specific return is affected most by 
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external crises. The simple model which examines whether there is a general impact of the North 

Korea provocation events we recorded on stock price returns, is as follows: 

 

𝑅' = 𝛼 + 𝛽×𝐸' + 𝜀'  (1) 

 

One important consideration of this model is that the North Korean Provocations is uncorrelated 

with any short-term changes in the factors that may affect stock returns given the randomness of 

these factors. Hence our estimated impact of events on firms does not contain Omitted Variable 

Bias. 𝐸' is a binary variable and take the value of 1 when an event happens in date 𝑡.  We assume 

in this paper that 𝐸' is purely exogenous, which also means that the other factors which may 

affect Korean stock returns are not correlated with 𝐸', as well as 𝑀' or 𝑃'.This model is further 

developed by separately examining the impact of two types of events: 

 

𝑅' = 	𝛼 + 𝛽9×𝑀' + 𝛽:×𝑃' + 𝜀'  (2) 

 

In equation (2), 𝑁'  and 𝑃'  are two binary variables representing the “Missile” and “Other” 

provocation classifications, respectively. Hence the estimated parameters 𝛽9 and 𝛽:  measure the 

impact of each event on stock market return.  It is also reasonable to hypothesize that the impact 

of events on stock returns is in proportions, which means that the occurrence of an event would 

cause a percentage change in stock returns or total payoff. A way to test whether the impact 

causes a percentage change is to estimate log-level regressions as follows: 

 

log	(𝑅' + 1) = 𝛼 + 𝛽×𝐸' + 𝜀' (3) 

log	(𝑅' + 1) = 	𝛼 + 𝛽9×𝑀' + 𝛽:×𝑃' + 𝜀'  (4) 

 

In the above equations (3) and (4), the 𝛽 coefficients measure the percentage change in 𝑅' + 1, 

which is the payoff in day t+n as a percentage of an investment made in day t-m . Hence, the 

following equations hold: 

 

𝑅'*+ + 1 = 𝑅',- + 1 ×(1 + 	𝛽×100%) 

= 𝑅',- 1 + 	𝛽×100% + 1 + 	𝛽×100% 
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𝑅'*+ = 𝑅',- 1 + 	𝛽×100% + 	𝛽×100% 

= 𝑅',- 1 + 	𝛽×100% + 𝛽 

 

In this case, the estimated coefficient 𝛽 means that the happening of an event changes the return 

by 𝛽×100 percent and then by 𝛽 numerically. For example, if the estimated 𝛽 equals to -0.01, it 

means that the return decreases by 1 percent and from this value we subtract 0.01 to obtain the 

new return. Since signs of the 𝛽 coefficients in the above expressions are always positive, this 

means that a positive 𝛽 suggests an increase in return while a negative beta implies a decrease in 

return. Also, a numerically larger beta means a larger change in return. Hence, given different 

returns in the previous days (t -1), these equations allow for numeric variations in changes during 

an event while in the level-form models, we assume same numeric impact of events on each 

firm’s stock return. 

 

Another variation to this model makes firm-level stock return as the dependent variable and the 

coefficients are estimated with an additional expression which includes other factors, 𝛾D  , 

affecting stock returns.: 

 

𝑅D,' = 𝛼 + 𝛽×𝐸' + 𝛿D＋𝛾' + 𝜀'  (5) 

𝑅D,' = 	𝛼 + 𝛽9×𝑀' + 𝛽:×𝑃' + 𝛿D + 𝜀'  (6) 

log	(𝑅D,' + 1) = 𝛼 + 𝛽×𝐸' + 𝛿D + 𝜀'  (7) 

log	(𝑅D,' + 1) = 	𝛼 + 𝛽9×𝑀' + 𝛽:×𝑃' + 𝛿D + 𝜀'  (8) 

 

Equation (5) and (6) are level-level equations which assumes a fixed numeric change in firms’ 

stock returns when an event occurs. Equations (7) and (8) are log-level variations of the model 

under the assumption of a fixed percentage change of returns during an event.  
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3.2  Impact of Firm Structure on Stock Return Responses 
 

The next part of this section aims to test the difference in event responses between Chaebols and 

non-Chaebols. In order for the model to be able to test the potential difference, a Chaebol binary 

variable 𝐶D  is created. Ideally, if the provocation event binary variables in the above models 

exhibit significant impact on stock returns, we can observe any difference between Chaebols and 

non-Chaebols with the following models: 

 

𝑅D,' = 𝛼 + 𝛽9×𝐸' + 𝛽:×𝐶D𝐸' + 𝛿D + 𝜀' (9) 

𝑅D,' = 	𝛼 + 𝛽9×𝑀' + 𝛽:×𝑃' + 𝛽G×𝐶D𝑀' + 𝛽H×𝐶D𝑃' + 𝛿D + 𝜀' (10) 

log	(𝑅D,' + 1) = 𝛼 + 𝛽9×𝐸' + 𝛽:×𝐶D𝐸' + 𝛿D + 𝜀'  (11) 

log	(𝑅D,' + 1) = 	𝛼 + 𝛽9×𝑀' + 𝛽:×𝑃' + 𝛽G×𝐶D𝑀' + 𝛽H×𝐶D𝑃' + 𝛿D + 𝜀'  (12) 

 

Similar to the previous models we adopt both the linear and log-level form regressions to test the 

impact of events as well as the difference between Chaebols and non-Chaebols. As it can be seen 

from the above models, while the provocation events binary variable captures the effect of 

provocations on the stock price returns of the firms, the interaction variable between the Chaebol 

and event binary variables captures the additional effect of provocation events specifically 

towards Chaebol firms, which allows for the comparison against Non-Chaebol firms.  

 

Equation (9) allows us to test for any general difference between stock returns of Chaebols and 

non-Chaebols when there is an external political threat from North Korea through observing the 

binary variables and the interaction variable. Equation (10) again decomposes events into two 

categories, “Missile” and “Other”. By testing the significance of the estimated coefficients for 

the interaction terms in this equation, we observe any difference between Chaebols and non-

Chaebols’ stock returns when responding to North Korean nuclear detonations or other 

provocations, respectively. 
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3.3      Time Variation of Market Response to Crises 
 

As mentioned in the introduction, we want to test whether the impact of crises on stock returns 

have changed over the years and if there is indeed immunization of investor reaction towards 

provocation events. We also want to observe how the role of firm structure changes from the 

1990s to the recent decade. One way for us to observe whether there is any difference is to 

estimate two separate equations for an earlier and a later time period, respectively, and observe 

any significant changes in the coefficients. In order to have enough events for both periods, we 

simply decompose the 5704 days in our data into two periods of 2852 days each. We create a 

binary variable 𝑃𝑒𝑟𝑖𝑜𝑑2 which takes the value of 1 for dates in the second period and equals to 

zero for the first period dates. 

 

𝑅D,' = 𝛼 + 𝛾O𝑃𝑒𝑟𝑖𝑜𝑑2 + 𝛽9×𝐸' + 𝛾9𝑃𝑒𝑟𝑖𝑜𝑑2 ∙ 𝐸' + 𝛽:×𝐶D𝐸'+𝛾:𝑃𝑒𝑟𝑖𝑜𝑑2 ∙ 𝐶D𝐸' + 𝛿D + 𝜀' 

log	(𝑅D,' + 1) = 𝛼 + 𝛾O𝑃𝑒𝑟𝑖𝑜𝑑2 + 𝛽9×𝐸' + 𝛾9𝑃𝑒𝑟𝑖𝑜𝑑2 ∙ 𝐸' + 𝛽:×𝐶D𝐸'+𝛾:𝑃𝑒𝑟𝑖𝑜𝑑2 ∙ 𝐶D𝐸' + 𝛿D + 𝜀' 

 

𝛾O, 𝛾9 and 𝛾: from the above equations capture the difference in constant and slope coefficients 

between period 1 and 2. 𝛾9 represents how the impact on non-Chaebol firms differ across the two 

periods and the sum of 𝛾9  and 𝛾:	represents the change in the impact of events on Chaebol 

returns. 𝛾O simply tells you the difference in returns between period 1 and 2 when there is no 

event. Through the comparison of the two periods, we would be able to examine the claim that 

recent events are having a minimal effect on the stock returns, while also compare if there is time 

variation in the reaction towards provocation events between Chaebol and non-Chaebol firms.  

 

 

3.4     Controlling for Market Variation 

 
In this section we adopt a different approach that is developed from the Capital Asset Pricing 

Model (CAPM). With this model, we control for market return variation and observe for Chaebol 

and non-Chaebol firms, any difference in the relationship between market return and firm return 

during an event. 

 



 17 

𝑅D,' = 𝛼 + 𝛽×𝑅-,' + 𝜃9×𝐸' + 𝜃:×𝐶D𝐸' + 𝛿D + 𝜀' (13) 

𝑅D,' = 	𝛼 + 𝛽×𝑅-,' + 𝜃9×𝑀' + 𝜃:×𝐶D𝑀' + 𝜃G×𝑃' + 𝜃H×𝐶D𝑃' + 𝛿D + 𝜀' (14) 

 

This model splits the variations of firms’ stock returns into two parts: the variations along with 

the market return:  𝛽×𝑅-,', and any additional variation of returns during an event, for Chaebols 

and non-Chaebols. Since market return becomes an independent variable in this model, we allow 

for heterogeneous variations of the market return to each event. In other words, we allow each 

individual event to have a distinctive effect on the market return. The 𝜃 coefficients measures 

deviations of Chaebols and non-Chaebols during the crises. As our market return index, we use 

both the KOSPI and KOSPI 200 market indices, as KOSPI is the most widely used 

representative stock market index of South Korea. The 𝛽 coefficient measures the volatility, or 

the systematic risk of the representative portfolio of firms (333 chosen firms) in comparison to 

the chosen market indices, and thus measures how the firms respond to swings in the market. 

The interaction variable 𝐶D𝐸'  then captures the additional changes in the systematic risk of 

Chaebol firms during provocation events. Using the CAPM allows us to control for the market 

return variation, and captures the additional volatility or deviation of Chaebol stock prices during 

provocation events against non-Chaebol stocks and the market.  

 

 

4 Results 
 

4.1  Impact of Events on Stock Return 
 

We first report our estimation result for the impact of external political crises on market returns, 

without the consideration of different firm structures. The “-1” returns compare stock index price 

in the day when the event took place against that of one day earlier, while “-1, +1” returns 

compare prices for one day before and one day after the event happened. Besides the "-1" returns, 

we also test the model using the two-day "-1, +1" return as dependent variable to examine 

whether the market needs one more day to fully respond to North Korean provocations. We 

choose these two types of return periods as we aim to measure the immediate short-term change 
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in stock prices during the provocation events, while taking into account the fact that shocks to 

such events are temporary in nature with a recovery period of around two days (Business Insider).  

 

 
 

The upper half of Table 1 shows regression results for equation (1), while the lower half 

represent results for equation (2). All returns in Table 1 are in their level form. Table 2 shows 

results for equations (3) (upper half) and (4) (lower half). In these two tables, the market return is 

calculated from both the Korean Composite Stock Price Index (KOSPI) and the Korean 

Composite Stock Price 200 Index (KOSPI200).  

 

Column (1) and (2) of Table 1 do not show any significant impact of events on “-1” market 

returns (at the 10% level), and given that the constant term is also not statistically significant, one 

should not expect any consistent positive or negative one-day return from the Korean stock 

market. Column (3) and (4), on the other hand, show that mean “-1, +1” returns for KOSPI and 

KOSPI200 are positive at the 10% and 5% level, respectively. Also, there is a marginally 

significant (10%) negative impact of event on “-1, +1” market returns, as both returns would 
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decrease by around 26 basis points when an event happens. This implies a possible one-day 

window period for the Korean stock market to react to an external political crisis as people need 

time to finalize their trading decisions. When testing the impact of two types of events separately, 

it can be observed from column (3) that only events under the “other provocations” category 

have a significant negative impact of approximately 43 basis points on “-1, +1” KOSPI return. 

For “-1, +1” KOSPI 200 return, events of neither category have any significant impact, as shown 

in column (4).  The coefficients on events are mostly negative, which is in accordance with our 

hypothesis that external political crises from North Korea result in lower returns in the Korean 

stock market.  

 

As shown in Table 2, significance impact of event is found for both “-1, +1” returns of KOSPI 

and KOSPI200. The value of the two coefficients are both close to -0.0024, which suggests 

similar degree of responsiveness of KOSPI and KOSPI200 to events. This finding is not 

surprising given that both KOSPI and KOSPI200 are Korean stock market indices. Similar to 

Table1, no impact is found on the “-1” index returns. Also, no coefficients are significant when 

the event dummy is decomposed to two separate binary variables. Hence, from tables (1) and (2), 

we find that events only have significant (at the 10% level) impacts on the “-1, +1” returns, and 

no significant impact on the “-1” returns. This implies a potential lag in the impact, as it may 

take a day for the market to become more responsive to the crises.  
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Table 3 shows estimation results for equation (5), (6), (7) and (8), which are firm-level fixed-

effect estimations of events’ impact on firm stock returns.  As seen in columns (2) and (4), the 

coefficients for the event dummy are only significant (at the 1% level) in the log-level 

regressions. In these regressions, we are also able to observe significant (at the 1% level) impacts 

for both types of events when decomposing events into two separate dummy variables. 

Surprisingly, the coefficients for missile launches and nuclear detonations are positive in 

columns (2) and (4). This implies a positive impact of missile launches on stock returns, which 

will be discussed further in section 4.2. It is also shown in these two columns that the negative 

coefficients on other provocations are much larger than the positive coefficients on missile 

launches and nuclear detonations, which helps explain the overall negative impact of events on 

stock return. Another significance (at the 1% level) is found for the negative coefficient on other 

provocations in column (3), which is consistent with our previous findings about the adverse 

impact of events in the “other provocations” category. 
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4.2  Impact of Firm Structure on Stock Return Responses 
 

The results so far have been focusing on the impact of events on stock returns without 

considering difference between Chaebols and non-Chaebols when facing those events. Table 4 

shows regression results for equations (9), (10), (11) and (12), which focus on capturing any 

difference in impacts to Chaebol firms. From columns (1), (3), (5) and (7), when decomposing 

firms in the sample into Chaebols and non-Chaebols, we find a consistent additional negative 

impact of events on Chaebols, especially for the regressions in columns (3) and (7) in which we 

find the additional negative impact on Chaebols to be significant at the 1% level. Negative 

impact of events on non-Chaebol firms are also found these two log-level regressions. Hence, we 

conclude that events have negative impacts on returns of both Chaebols and non-Chaebols, with 

the impact being smaller for the latter. This supports our hypothesis of Chaebols being affected 

more during a crisis, due to their connections to the government as well as the larger amount of 

foreign shareholders. 
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From columns (4) and (8), we find that in the log-level regressions, the coefficients on “other 

provocations” are significantly negative (at the 1% level). However, no significant coefficients 

are found for the interaction term 𝐶D𝑃', which suggests that the events under “other provocations” 

do not affect Chaebols differently. We also find positive coefficient for the term 𝑀' in the same 

columns, but negative coefficients on the interaction term 𝐶D𝑀' . This implies that a positive 

correlation between missile launches and stock returns of non-Chaebol firms, and that Chaebols 

do not enjoy this positive correlation as much as the non-Chaebols. Instead, from column (4), we 

observe a close-to-zero overall impact of missile launches and nuclear detonations on Chaebols 

and from column (8), the impact on Chaebols is negative. Hence, we conclude that the missile 

launches and nuclear detonations cause a much larger increase in one-day returns for non-

Chaebol firms than Chaebol firms and that the impact of these events on two-day Chaebol stock 

returns is negative. 

 

Nonetheless, the significantly negative coefficient on the event dummy still provides strong 

evidence on the impact of events on stock returns being negative, and the conclusion about 

Chaebols being more adversely affected is still valid. Furthermore, the negative coefficients on 

𝑃' have much larger numeric values than the positive coefficients on 𝐶', which helps explain the 

reason for the overall effect of events being negative. 
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4.3  Time Variation of Market Response to Crises 
 

The time variation study uses a two-period comparison approach to test whether there is a 

change in average impact of events on stock return. Firm stock returns for day 1 to day 2852 are 

clustered into period 1 while returns from day 2853 onwards are put together as period 2. Table 5 

gives an overview of the data after being divided into two clusters. Both mean and standard 

deviation values for period 1 and 2 are similar to each other, as shown in this table. 
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We then test the difference in coefficients between these two periods using the interaction 

variable approach mentioned in section 3.3. 

 

 
 

As shown in table 6 column (3), we found a positive and significant (at the 1% level) coefficients 

for the interaction term 𝑃𝑒𝑟𝑖𝑜𝑑2 ∙ 𝐸', but did not find any significance on the interaction variable 

𝑃𝑒𝑟𝑖𝑜𝑑2 ∙ 𝐶D𝐸'. We also did not find any significant coefficients for interaction terms containing 

𝑃𝑒𝑟𝑖𝑜𝑑2 in any other columns. These findings suggest that the impact of events on all firms’ “-1” 

returns decreased in period 2. However, there is no evidence of any change in the additional 

impact of events on Chaebol firms from period 1 to period 2. Furthermore, there is no evidence 

of any change in impact on both Chaebols’ and non-Chaebols’ “-1, +1” returns. Thus, we can 

conclude that the results show that although both Chaebols and non-Chaebols are adversely 

affected during crises periods, the positive coefficient of 𝑃𝑒𝑟𝑖𝑜𝑑2 ∙ 𝐸'  shows that the adverse 

impact is smaller in terms of magnitude during period 2. This is consistent with the recent media 

coverage on how investors are becoming more immune in terms of their reaction towards events, 

as well as Moody’s and Fitch’s recently upgraded sovereign credit rating of South Korea for the 

reason for being able to better withstand against external factors, including North Korea 

provocations. However, the interaction variables show that although it seems that Chaebol firms 

are more adversely affected during period 1, there is not enough evidence that Chaebol firms are 

adversely affected during period 2 as well.  
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4.4     Controlling for Market Variation 
 

Table 7 shows regression results when market return is controlled for. As expected, we found 

strong correlation between the firm and market returns as all coefficients on the market returns 

are significant at the 1% level. The coefficient on the event dummy variable is not significant, 

suggesting no additional deviation of non-Chaebol returns from the market returns during the 

crises. However, significance (at the 10% level) can be found for the interaction variable 𝐶D𝐸', 

which suggests that other than being affected by the overall performance of the stock market, 

Chaebol stock returns experience additional decrease during events. Also, there is no 

significance found for the 𝜃 coefficients in equation (14), and hence we are unable to observe 

any deviation from market return when we decompose events into categories. The results we 

found with controlled market returns are consistent with the findings in section 4.2 as we found 

significance in the additional impact of events on Chaebol returns as compared to non-Chaebol 

returns.  
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5  Conclusion 
 

During a North Korean provocation event, it is an accepted fact that the “Korean Risk” or 

geopolitical risk from inter-Korean conflicts are revealed mainly though the price drops in the 

Korean stock exchange. This is because of capital flights, higher country risk ratings, as well as 

negative outlooks by both domestic and foreign investors. Our results suggest that external crises 

and provocations from North Korea result in decreases in Korean firms’ stock returns, and that 

Chaebol firms are more adversely affected during these crises. There could be two potential 

explanations that support the results: political risk and government dependency of Chaebol firms 

and the difference in foreign ownership. As explained in the introduction, the political 

connection between Chaebol firms and the South Korean government was deeply rooted since 

Park Chung-Hee’s regime and has grown stronger until today. With chaebols receiving 

preferential treatment in terms of political funds, capital injections, and non-public deals, it 

makes sense that inter-Korean geopolitical risk would affect the politically affiliated and the 

heavily government-subsidized chaebols even more.  

 

Another potential factor that explains why Chaebols may have been more adversely affected by 

North Korean provocations is the fact that chaebols have a higher percentage ownership by 

foreign investors. Most recently, the foreign ownership of Korean stocks has been increasing 

rapidly, with foreign ownership reaching up to 31.8% of total market capitalization by the end of 

February, 2017 (“Foreign Ownership”, n.d.). However, amongst Korean stocks, foreign 

ownership for Chaebol firms have been historically larger, with large names such as Samsung at 

51%, POSCO at 55% and KB Financial Group at 65%. Because foreign investors lack 

information compared to domestic investors, foreign investors could react more towards such 

provocation events. Moreover, historical data shows that North Korean provocations resulted in 

mass sales of stocks by foreign investors (Lim, n.d.). Inter-Korean tensions can lead to increases 

in the sovereign risk and credit rating by Moody’s and Fitch, which tends to trigger foreign 

capital flights and reduced foreign investments towards Korean stocks. Based on the fact that 

Chaebol firms have higher foreign ownership, we can see how Chaebol firms may be adversely 

affected more than non-Chaebols as foreign investors react more negatively and at a larger 

magnitude.  
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We used a lag period when the stock market responds to the crises, as the impact on two-day 

returns we calculated was found with higher magnitude and significance than the one-day returns. 

Also, evidence suggests that 1-day Korean stock returns are less sensitive to crises for the period 

2 (November 2005 to present) than the earlier period (January 1995 to October 2005). This 

coincides with the recent U.S. State Government’s Investment Climate Statement on South 

Korea, as well as the recently upgraded Moody’s and Fitch Sovereign Credit Rating, which 

reflects the increasing ability to withstand external shocks, including North Korean tensions. We 

also found a deviation of Chaebol stock returns from their usual movement relative to the market 

return during crises, as Chaebols experience an extra downturn during events in addition to the 

overall impact on the market. 

 

In this paper, we classify events into two categories and also adopt a model which controls for 

market variation. These two approaches to some extent address the problem of heterogeneity of 

events’ impacts, especially for the short-run returns. When an event occurs, the short-term 

impact mostly comes in the form of a “signal”: investors, especially individual investors, are 

uncertain about the actual impact of the event on the country, but are concerned because there is 

instability. Hence, it is reasonable to hypothesize that the short-term impact of events is more 

homogenous than the long-term effects.  

 

A possible extension to address the heterogeneity issue is to study each events individually. We 

can examine the stock return changes of firms as well as the market during the period of a certain 

crisis and hence we can observe the distinctive features of the impact of each event on stock 

return such as its size and duration. Also, dividing Korean firms into Chaebols and non-Chaebols 

is not the only way to categorize Korean firms. An alternative would be a cross-industry study to 

observe any difference between industries when responding to North Korean provocations. 

Lastly, another possible extension is to compare the recovery periods of each events for 

Chaebols and non-Chaebols, which could help add more dynamics to the results and allow for 

the observation of the duration of these event shocks on the stock prices of firms.  
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Appendix 

List of North Korean Provocation Events based on Classification and Date  

Date Type Event Date Type Event 

1995-03-31 Missile Provocation Anti-Ship Cruise Missile Launch 2010-01-27 Other Provocation Artillery Fire 

1995-08-01 Other Detainment of South Korean Vessel 2010-01-28 Other Provocation Artillery Fire 

1995-10-17 Other Provocation Infiltration and Incursion 2010-01-29 Other Provocation Artillery Fire 

10/24/95 Other Infiltration and Incursion 2/1/10 Other Provocation No-Sail Zone Declared 

1996-04-06 Other Territorial Provocation (Ground) 2010-03-26 Other Provocation Sinking of the ROKS Cheonan 

1996-04-07 Other Provocation Territorial Provocation (Ground) 2010-08-09 Other Provocation Artillery Fire 

1996-09-18 Other Provocation Infiltration and Incursion 2010-11-12 Nuclear Provocation Uranium Enrichment Program 
Disclosure 

1996-09-19 Other Provocation Exchange of Fire (Ground) 2010-11-23 Other Provocation Shelling of Yeonpyeong Island 

1996-09-21 Other Provocation Exchange of Fire (Ground) 2011-06-08 Missile Provocation Short-range Surface-to-Air Missile 
Launch 

1996-09-22 Other Provocation Exchange of Fire (Ground) 2012-03-29 Missile Provocation Anti-Ship Cruise Missile Launch 

1996-09-30 Other Provocation Exchange of Fire (Ground) 2012-04-13 Missile Provocation Satellite Launch (Other Provocation) 

1996-11-05 Other Provocation Exchange of Fire from Manhunt - 
Final Incident 2012-12-12 Missile Provocation Satellite Launch (Other Provocation) 

2/15/97 Other Provocation Assassination of North Korean 
Refugee 2013-02-12 Nuclear Provocation Nuclear Test 

1997-04-10 Other Exchange of Fire (Ground) 2013-03-15 Missile Provocation Short-range Ballistic Missile Launch 

1997-05-23 Missile Provocation Anti-Ship Cruise Missile Launch 2013-05-20 Missile Provocation Short-range Ballistic Missile Launch 

1997-06-05 Other Territorial Provocation (Maritime) 2013-08-29 Nuclear Provocation Nuclear Fuel Reactor Operation 

1997-07-16 Other Provocation Exchange of Fire (Ground) 2014-02-27 Missile Provocation Short-range Ballistic Missile Launch 

1998-06-22 Other Provocation Infiltration and Incursion 2014-03-03 Missile Provocation Short-range Ballistic Missile Launch 

1998-07-12 Other Infiltration and Incursion 2014-03-04 Missile Provocation Short-range Ballistic Missile Launch 

1998-08-31 Missile Provocation Intermediate-range Ballistic Missile 
Launch 2014-03-16 Missile Provocation Short-range Missile Launch 

11/19/98 Other Infiltration and Incursion 3/24/14 Other Provocation Discovery of North Korean drone 

1998-12-17 Other Provocation Infiltration and Incursion 2014-03-26 Missile Provocation Medium-range Ballistic Missile 
Launch 

1999-03-24 Other Territorial Incursion (Maritime) 2014-03-31 Other Provocation NLL Exchange of Fire 

1999-06-15 Other The First Yeonpyeong Naval 
Campaign 2014-05-22 Other Provocation NLL Exchange of Fire 

1999-09-02 Other Maritime Boundary Declaration 2014-06-26 Missile Provocation Short-range Ballistic Missile Launch 

2000-03-23 Other Maritime Boundary Declaration 2014-06-29 Missile Provocation Short-range Ballistic Missile Launch 

2001-09-19 Other Territorial Incursion (Ground) 2014-07-02 Missile Provocation Short-range Ballistic Missile Launch 

2001-09-20 Other Territorial Incursion (Ground) 2014-07-09 Missile Provocation Short-range Ballistic Missile Launch 

2001-11-27 Other Exchange of Fire (Ground) 2014-07-13 Missile Provocation Short-range Ballistic Missile Launch 

12/21/01 Other Territorial Incursion (Maritime) 2014-07-26 Missile Provocation Short-range Ballistic Missile Launch 

2001-12-22 Other Provocation Territorial Incursion (Maritime) 2014-08-14 Missile Provocation Short-range Ballistic Missile Launch 

2002-06-29 Other The Second Yeonpyeong Naval 
Campaign 2014-09-01 Missile Provocation Short-range Ballistic Missile Launch 

2003-01-10 Other Withdrawal from NPT 2014-10-07 Other Provocation NLL Exchange of Fire 

2003-02-20 Other Territorial Incursion (Air) 2014-10-10 Other Provocation DMZ Exchange of Fire 

2003-02-24 Missile Provocation Anti-Ship Cruise Missile Launch 2014-10-19 Other Provocation DMZ Exchange of Fire 

2003-03-02 Other Aircraft Interception 2015-02-08 Missile Provocation Short-range Ballistic Missile Launch 

2003-03-10 Missile Provocation Anti-Ship Cruise Missile Launch 2015-03-02 Missile Provocation Short-range Ballistic Missile Launch 
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2003-06-01 Other Territorial Incursion (Maritime) 2015-03-13 Missile Provocation Short-range Ballistic Missile Launch 

2003-07-17 Other Exchange of Fire (Ground) 2015-04-02 Missile Provocation Short-range Ballistic Missile Launch 

2003-08-08 Other Territorial Incursion (Maritime) 2015-04-03 Missile Provocation Short-range Ballistic Missile Launch 

2003-08-23 Other Territorial Incursion (Maritime) 2015-05-08 Missile Provocation Submarine Launched Ballistic 
Missile Launch 

2003-10-20 Missile Provocation Anti-Ship Cruise Missile Launch 2015-06-14 Missile Provocation Anti-Ship Cruise Missile Launch 

2003-10-30 Other Territorial Incursion (Maritime) 2015-08-04 Other Provocation Land Mine Explosion 

2003-11-24 Other Territorial Incursion (Maritime) 2015-08-20 Other Provocation DMZ Exchange of Fire 

7/14/04 Other Territorial Incursion (Maritime) 2015-12-21 Missile Provocation Submarine Launched Ballistic 
Missile Launch 

10/10/04 Other North Korean Submarine Attack 2016-01-06 Nuclear Provocation Nuclear Test 

10/26/04 Other GOP Border Attack 2/8/16 Other Provocation NLL Exchange of Fire 

2004-11-01 Other Territorial Incursion (Maritime) 2016-03-03 Missile Provocation Short-range Ballistic Missile Launch 

2/10/05 Nuclear Provocation North Korea declaration of Nuclear 
Weapon Possession 2016-03-10 Missile Provocation Short-range Ballistic Missile Launch 

2005-05-01 Missile Provocation Anti-Ship Cruise Missile Launch 2016-03-18 Missile Provocation Medium-range Ballistic Missile 
Launch 

2006-03-07 Missile Provocation Short-range Ballistic Missile Launch 2016-03-21 Missile Provocation Short-range Ballistic Missile Launch 

7/5/06 Missile Provocation 
Inter-Continental Ballistic 

Missile/Short-Range Missile 
Launches 

2016-03-24 Other Rocket Engine Test 

2006-10-09 Nuclear Provocation Nuclear Test 2016-03-29 Missile Provocation Short-range Ballistic Missile Launch 

2007-05-25 Missile Provocation Short-range Ballistic Missile Launch 2016-04-01 Missile Provocation Long-range Surface-to-Air Missile 
Launch 

2007-06-07 Missile Provocation Anti-Ship Cruise Missile Launch 2016-04-06 Missile Provocation Submarine Launched Ballistic 
Missile Launch 

2007-06-27 Missile Provocation Short-range Ballistic Missile Launch 2016-04-15 Missile Provocation Intermediate-range Ballistic Missile 
Launch 

2008-03-28 Missile Provocation Anti-Ship Cruise Missile Launch 2016-04-28 Missile Provocation Intermediate-range Ballistic Missile 
Launch 

2008-05-30 Missile Provocation Anti-Ship Cruise Missile Launch 2016-05-31 Missile Provocation Intermediate-range Ballistic Missile 
Launch 

7/11/08 Other Assassination of Park Wang-Ja in 
KeumKang Mountain 2016-06-22 Missile Provocation Intermediate-range Ballistic Missile 

Launch 

2008-10-07 Missile Provocation Anti-Ship Cruise Missile Launch 2016-07-19 Missile Provocation Medium-range Ballistic Missile 
Launch 

2009-04-05 Missile Provocation Satellite Launch (Other Provocation) 2016-08-03 Missile Provocation Medium-range Ballistic Missile 
Launch 

2009-05-25 Nuclear Provocation Nuclear Test / Short-range missile 
launch 2016-08-24 Missile Provocation Submarine Launched Ballistic 

Missile Launch 

2009-05-26 Missile Provocation Short-range Ballistic Missile Launch 2016-09-05 Missile Provocation Medium-range Ballistic Missile 
Launch 

2009-05-27 Missile Provocation Short-range Ballistic Missile Launch 2016-09-09 Nuclear Provocation Nuclear Test 

2009-05-29 Missile Provocation Short-range Ballistic Missile Launch 2016-09-20 Other Rocket Engine Test 

2009-07-02 Missile Provocation Short-range Ballistic Missile Launch 2016-10-20 Missile Provocation Intermediate-range Ballistic Missile 
Launch 

2009-07-04 Missile Provocation Medium-range Ballistic Missile 
Launch 2017-02-12 Missile Provocation Medium-range Ballistic Missile 

Launch 

2009-07-30 Other Provocation Fishing Boat Seizure at NLL 2017-03-06 Missile Provocation Medium-range Ballistic Missile 
Launch 

2009-10-12 Missile Provocation Short-range Ballistic Missile Launch 2017-03-22 Missile Provocation Ballistic Missile Launch (type 
unknown) 

2009-11-10 Other Provocation Daecheong Naval Campaign 2017-03-24 Other Rocket Engine Test 

2010-01-26 Other Provocation No-Sail Zone Declared 2017-04-05 Missile Provocation Short-to-Medium-range Ballistic 
Missile Launch 

   2017-04-16 Missile Provocation Ballistic Missile Launch (type 
unknown) 
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