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Korea Value Up: The New Japan Narrative vs. The 
Memory Cycle Trap 
 

 

Figure 1. Korea Value Up: The ‘New Japan’ or a Memory Trap? 

Key takeaway: Our framework tests whether the post-6,000 breakout reflects a durable re-rating or late-cycle euphoria (as 

of March 3, 2026). 

 

1. Executive Summary 
As of February 26, 2026, the KOSPI has entered a transformative phase, breaking through the long-

feared psychological ceiling of 6,000 to close at 6,307. For us as disciplined investors, this is less a 

reason for celebration and more a clear signal to re-evaluate our assumptions with clinical 

detachment. (see Figure 2). 
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Figure 2. The 6300+ Paradox 

Key takeaway: A 6,307 close after a +130% 12-month surge is a signal to re-test assumptions—not chase price momentum. 

 

We have moved from an era of the Korea Discount into the much riskier territory of Korea Euphoria. 

Our goal now is not to identify the absolute peak of this +130 percent annual surge, but to determine 

whether we are witnessing a durable structural re-rating or the final blow-off stage of a classic 

memory cycle. 

The real importance of this moment lies in the tension between two forces: the Value Up governance 

reforms on one hand, and the explosive cyclical momentum of the semiconductor boom on the other. 

While headlines focus on price action, the deeper story is the attempt to re-rate Korea’s terminal value 

rather than just its current earnings. 

From a capital cycle perspective, we must be clear: earnings-driven growth is often a reflection of 

temporary supply-demand imbalances, not a structural shift in value. A true re-rating requires a 

sustained reduction in the cost of equity—in other words, a lasting improvement in how global 

investors price Korean risk. 

Our task now is to analyze how Seoul’s industrial engine is synchronizing with global liquidity flows, 

and to identify which parts of this rally are sustainable and which are transient. 

2. Impact on US Markets: The AI Capex Umbilical Cord 
The KOSPI is not a standalone story; it is deeply embedded in the global AI supply chain. In practical 

terms, Korea functions as a critical industrial extension of Silicon Valley. 



 

 INDEPENDENT RESEARCH 

 
research@moatpeak.com Page 3 www.moatpeak.com 

There is a reflexive, almost umbilical relationship between the AI capex of US hyperscalers and Korea’s 

industrial earnings. When US big tech allocates tens of billions into AI infrastructure, Korean 

semiconductor and component producers are among the primary beneficiaries. 

The standout quarterly results of $NVDA acted as the immediate catalyst for the KOSPI’s February 26 

spike. Yet, this price reaction was only made possible by a macro backdrop that provided enough 

liquidity and confidence for investors to respond. (see Figure 6). 

 

Figure 6. Catalyst 2: The Semiconductor Earnings Engine 

Key takeaway: The February spike is tightly linked to US AI capex and semiconductor earnings—an external driver, not a 

purely domestic re-rating. 

 

On the same day, the Bank of Korea kept rates steady at 2.50 percent and upgraded its GDP growth 

forecast to 2.0 percent, underlining domestic resilience. This policy mix has helped stabilize USD/KRW 

in the 1,420–1,430 range, giving US-based investors a relatively benign currency window to increase 

exposure to Korean equities. 

In the background, the US Treasury market—via instruments like $TLT and $IEF—remains the 

ultimate barometer of global liquidity. If US yields move sharply higher on inflation or fiscal concerns, 

then, regardless of how compelling Korea’s Value Up reforms appear, a rising global discount rate will 

inevitably compress valuations. 

Put simply, the current flow of liquidity into AI-linked emerging markets is fragile. It assumes that US 

AI spending is secular, not cyclical. If that belief is challenged, Korea’s equity story could be repriced 

with brutal speed. 
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3. European and Global Market Synchronicity 
The Korea Value Up agenda does not exist in isolation. It is part of a broader global push toward 

corporate efficiency and shareholder discipline, echoing developments in Europe and, most clearly, 

Japan. 

Japan remains the most relevant reference point. The 2024 Tokyo Stock Exchange (TSE) reforms 

forced undervalued companies to address chronic inefficiencies. With roughly 61 percent compliance 

among undervalued firms, the TSE has shown how coordinated regulatory pressure can unlock value. 

Korea is now attempting a similar transformation, using Japan’s experience as a practical blueprint. 

Another underappreciated catalyst emerged on February 20, 2026, when the US Supreme Court ruled 

against the executive mechanism for imposing global tariffs. This decision effectively removed a key 

overhang of trade-war uncertainty that had been depressing export-heavy indices. 

This legal clarity acted as a starting gun for global exporters, allowing markets to re-focus on 

fundamentals rather than political tail risks. The impact has extended beyond the KOSPI to European 

value sectors, many of which had been held back by persistent fears of escalating protectionism. 

4. Sectoral Dynamics and High-Conviction Tickers 
The KOSPI today is clearly bifurcated. To avoid major capital misallocation, we need to distinguish 

sharply between cyclical memory giants and structural Value Up beneficiaries. (see Figure 11). 

 

Figure 11. Sector Value Map: Where is the Real ‘Value Up’? 

Key takeaway: We separate cyclical memory exposure from governance-driven beneficiaries to avoid capital misallocation 

as the rally broadens. 
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The Memory Giants $005930.KS (Samsung Electronics) has climbed to a historic 218,000 won share 

price and a $1 trillion market cap, tripling in value since early 2025. In parallel, $000660.KS (SK Hynix) 

has delivered an approximately 5x increase, approaching 1,100,000 won per share. 

This divergence in performance reflects the market’s preference for pure-play High-Bandwidth 

Memory (HBM) exposure. As production lines pivot aggressively toward HBM, the resulting supply 

squeeze in conventional DRAM has been severe. TrendForce projects DRAM price increases of +90–95 

percent quarter-over-quarter, underscoring how extreme this cycle has become. 

The Value Up Candidates The financial sector is emerging as the clearest expression of governance 

reform. Banks and insurers that long traded at P/B ratios of 0.6–0.7x are finally seeing multiple 

expansion as dividend payout ratios rise and capital discipline is enforced, rather than merely 

promised. (see Figure 12). 

 

Figure 12. The Pure Play: Banks & Financials 

Key takeaway: Banks/financials are the cleanest Value Up expression, with low starting valuations and rising payout 

discipline as the key driver. 

 

The Chaebol Holdings Large holding companies such as $HYMTF (Hyundai), LG Corp, and SK Holdings 

continue to trade at structural NAV discounts of 40–60 percent. These positions are less about 

cyclicality and more about the gradual dismantling of entrenched cross-shareholding structures that 

have historically weakened minority shareholder rights. If the Value Up framework is enforced 

consistently, these discounts represent deep but policy-dependent optionality. 
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5. The Grey Rhinos: Underestimated Signals and Structural Risks 
With the index now targeting the 6,400 area, our mindset must shift toward inversion: what could 

cause meaningful, or even permanent, capital impairment? (see Figure 14). 

 

Figure 14. Invalidation Triggers & Overlooked Risks 

Key takeaway: As 6,400 becomes the focal point, we prioritize downside triggers—execution, timeline fallacies, and 

policy/market fragility. 

 

The Enforcement Shift On February 25, 2026, an amendment to the Commercial Act turned Value Up 

from a voluntary guideline into a binding requirement. Corporations are now legally obliged to cancel 

treasury shares within 18 months. (see Figure 5). 
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Figure 5. Catalyst 1: The ‘Value Up’ Reality Check 

Key takeaway: Turning Value Up from voluntary guidance into binding rules is supportive, but execution risk and loopholes 

remain central. 

 

In the short term, this is supportive of share prices and shareholder returns. But it also creates direct 

friction with founding families, whose control structures often rely on treasury stock. We should 

expect defensive corporate maneuvers, complex restructurings, and potential legal pushback—none of 

which is fully priced in. 

The AI Capex Cliff We assign roughly a 30–35 percent probability that US hyperscalers materially cut 

AI capex by 2027, shifting focus from infrastructure build-out to monetization and optimization. 

Given that semiconductors account for about 45 percent of total KOSPI profits, a cyclical downturn in 

memory would be close to binary at the index level. Historically, memory down-cycles have ended 

with earnings declines of 70–80 percent once supply finally overshoots demand. If this pattern 

repeats, the current euphoria could give way to a sharp and painful normalization. (see Figure 7). 
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Figure 7. Grey Rhino #1: Extreme Earnings Concentration 

Key takeaway: With ~45% of profits tied to semiconductors, an AI/memory downturn could mechanically drive severe 

index-level earnings compression. 

 

The Retail Warning Retail investor deposits—our collective dry powder—have reached 111 trillion 

won (approximately 77 billion dollars). This “Ant Rebellion” (개미의 반란) is driving a powerful 

reflexive loop: Korean retail investors are recycling USD gains from names like $NVDA back into the 

KOSPI, amplifying the rally. (see Figure 9). 
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Figure 9. Microstructure: The ‘Ant Rebellion’ and Retail Powder 

Key takeaway: Record retail deposits and repatriated gains can amplify rallies—but also increase fragility when sentiment 

turns. 

 

At the same time, margin debt has surged to a record 28.7 trillion won, leaving the market highly 

exposed to any exogenous shock. Historically, peak retail participation has aligned with late-cycle 

dynamics, not early stages. When leverage and optimism peak together, the market often becomes one 

external event away from a liquidity-driven cascade. (see Figure 10). 
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Figure 10. Retail Liquidity as a Warning Sign 

Key takeaway: Record margin debt alongside peak retail participation raises the risk of liquidation cascades on any 

exogenous shock. 

 

6. MoatPeak Scenarios and Probability Weighting 
To navigate this environment, we frame the future in probabilistic terms, aiming above all to avoid 

ruin in the midst of euphoria. (see Figure 13). 
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Figure 13. 2026 Scenario Analysis & Probabilities 

Key takeaway: We treat the outlook probabilistically: Bull/Base are roughly equal, with a meaningful tail risk of a ‘Memory 

Shock’. 

 

We see the Bull and Base cases as roughly equally likely, with a meaningful tail risk attached to a 

Memory Shock scenario. 

7. MoatPeak Insights: The Reflexivity of Korea Euphoria 
At MoatPeak, we analyze the Capital Cycle to separate fleeting price moves from authentic re-ratings. 

While the KOSPI’s P/B has risen from 0.9x to 2.0x, this expansion is predominantly a function of ROE 

rising to around 17 percent, driven largely by the semiconductor upswing. This is earnings leverage, 

not yet a verified improvement in long-term investor trust. (see Figure 8). 
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Figure 8. Key Valuation Drivers: The Cold Math Behind 6400 

Key takeaway: The P/B move to ~2.0x is largely ROE/earnings leverage; a true re-rating requires durable P/E expansion 

across cycles. 

 

A true re-rating is achieved when P/E expansion proves durable across cycles. For context, the MSCI 

World currently trades at roughly 20x forward P/E. Despite prominent houses like Goldman Sachs 

highlighting figures around 24.5x, the actionable reality is that Korea still trades at a roughly 60 

percent discount to global developed markets. (see Figure 3). 
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Figure 3. The Fundamental Anomaly: Cheap vs. Value Trap 

Key takeaway: Korea’s headline cheapness must be weighed against whether the discount is structural rather than a simple 

mean-reversion opportunity. 

 

This discount is not purely an emotional overhang; it remains a rational premium for Korea’s exposure 

to cyclicality and governance risk. (see Figure 4). 
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Figure 4. The ‘Korea Discount’ as a Structural Phenomenon 

Key takeaway: The ‘Korea Discount’ has been reinforced by governance, capital discipline, volatility, and cyclicality—

reforms must shift these risk premia. 

 

The Ant Rebellion represents a textbook reflexive feedback loop. Retail investors, encouraged by their 

wins in US tech, are pushing capital back into Korea, which in turn lifts the KOSPI and appears to 

validate their strategy. This continues until margin debt collides with a liquidity constraint. 

Within the capital cycle framework, rapid asset growth funded by retail credit has historically marked 

the point of maximum capital misallocation. We are watching closely for the moment when new equity 

supply—whether via secondary offerings or chaebol restructuring—begins to meet and absorb the 

retail demand wave. That inflection often signals a transition from euphoria to distribution. 

8. Strategic Mandate for the Retail Investor 
As we position for the remainder of 2026, we need to move beyond the simplistic buy vs. sell framing 

and concentrate on second-order effects and timing. 

First, we must track the Korean won. A strengthening KRW reflects confidence and attracts flows, but 

it also acts as a hidden headwind for exporters like $005930.KS (Samsung Electronics) by compressing 

margins on global sales. Ironically, the success of Value Up—if it drives stronger inflows and a firmer 

currency—could partially undermine the earnings momentum that has propelled the index. 

Second, we need to focus on the execution gap. Announced Value Up plans are not investable on their 

own; completed actions are. Our key operational benchmark is the February 25 amendment. The 

crucial question is whether chaebols actually follow through on mandatory treasury share 

cancellations within 18 months, or whether they engineer loopholes and workarounds. 

If execution lags or is diluted, the re-rating narrative will likely unravel, and the market will revert to 

pricing Korea on pure cyclicality once again. 

For 2026, we believe Korea should be treated as a high-gamma tactical allocation, not a permanent 

core holding. This is a market that demands active rebalancing every 3–6 months, with position sizes 

calibrated to the reality of elevated volatility and leverage. (see Figure 15). 
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Figure 15. Tactical Portfolio Decision Checklist 

Key takeaway: Positioning should match the regime: tactical sizing, risk controls, and periodic rebalancing over ‘buy-and-

forget’. 

 

Our objective is not to be the last participant in the Korea Euphoria phase. Our objective is to preserve 

and compound capital through the full cycle. As the margin of safety narrows, we should prioritize 

disciplined position sizing, vigilant monitoring of the AI capex horizon, and a clear plan for how and 

when to de-risk when the capital cycle inevitably turns. (see Figure 16). 
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Figure 16. The Era of ‘Korea Euphoria’ 

Key takeaway: KOSPI 6,400 is achievable, but it requires uninterrupted AI capex, real governance follow-through, and retail 

stability—conditions that warrant caution. 
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