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South Korea-U.S. BTA: Intense Negotiations Ahead of July 9 Tariff Deadline

Current Status of South Korea—U.S. BTA Negotiations

South Korea and the U.S. remain deeply engaged in negotiations to extend or finalize a bilateral tariff
arrangement before the July 9 deadline, when retaliatory duties under President Trump’s broad “reciprocal
tariff” plan could escalate sharply. Trade Minister Yeo Han-koo, new to the post has arrived in Washington
to seek an extension of the current 90-day tariff pause, emphasizing that the substance of the deal matters
more than adhering strictly to the deadline. U.S. negotiators have demanded broader access to South Korea’s
agricultural, automotive, digital, energy, and investment markets, while Seoul is particularly focused on
exemptions for autos, steel, and semiconductors under the KORUS FTA framework. President Lee Jae-
myung has openly expressed doubts that an agreement can be reached by July 9 and stressed the complexity
involved in crafting a mutual “win-win” deal. Meanwhile, U.S. officials, including Treasury Secretary
Bessent, signalled some flexibility that could allow deadline extensions, though they expect tangible
progress. Against this backdrop, Seoul’s export-dependent economy which just posted a 4.3% rebound in

June led by tech faces mounting pressure if tariffs resume without a resolution.
Negotiation Dynamics and Timeline Constraints

The negotiation dynamics between South Korea and the United States are marked by urgency, asymmetry,
and political pressure as both sides face the looming July 9 tariff deadline. South Korea’s Trade Minister
Yeo Han-koo departed for Washington on July 5 in a last-ditch attempt to delay or soften the imposition
of broad U.S. retaliatory tariffs, particularly on automobiles, steel, and semiconductors. The U.S.,
meanwhile, is pushing for sweeping concessions across digital trade, agricultural market access, and critical
mineral cooperation, aligning with its broader agenda to rebalance trade relationships. South Korea is
walking a diplomatic tightrope—on one hand, trying to avoid tariff escalation that could severely impact its
export- reliant economy, and on the other, resisting demands that may threaten domestic industries and
political stability. The timeline constraints are severe: with only days remaining, Minister Yeo has stated that
an extension of the moratorium would be ideal to facilitate a more balanced and comprehensive deal,
stressing that substance should take precedence over speed. While U.S. Treasury Secretary Bessent has
hinted at possible flexibility in extending the deadline if negotiations show “constructive progress,” time is
fast running out. The compressed timeline, high political stakes, and complex trade-offs are defining the

high-stress dynamics of this critical round of talks.
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Key U.S. Proposals Under Negotiation

The US-South Korea BTA negotiations are intense, driven by a new 25% US reciprocal tariff. Key US

proposals focus on:

o Reducing South Korea's Trade Surplus: The primary driver for the US is to significantly reduce
its trade deficit with South Korea, which was around $66 billion in goods in 2024.

e Addressing Non-Tariff Barriers (NTBs): Concerns in agriculture (e.g., beef age limits),
automotive (regulatory standards), digital trade (data flow restrictions, platform regulations), and
pharmaceuticals.

o Expanding Market Access: Pushing for more US exports in energy (e.g., Alaska LNG), and
further liberalization in services.

e Economic Security & Supply Chains: Seeking cooperation in critical minerals, semiconductors (including
US-based investment from ROK firms), and potentially shipbuilding, to secure strategic supply chains.

o Tariff Relief for South Korea: South Korea seeks exemption from the 25% reciprocal tariff, which

the US uses as leverage for concessions in other areas.
Official Guidance and Business Implications

South Korea’s government and business leaders have issued cautious guidance amid the ongoing U.S. tariff
talks, warning that companies must brace for rapid policy shifts. Trade Minister Yeo Han-koo has urged
firms to prepare contingency plans, noting that even with a potential extension past the July 9 deadline,
“substance matters more than the deadline”. Seoul’s Finance Ministry, under newly appointed Minister
Koo Yun-cheol, is evaluating fiscal measures ranging from tax relief to export credit lines to buffer the
economy if tariffs are reinstated. The Bank of Korea has simultaneously flagged heightened downside risks
to its 2025 growth forecast (1.5%) due to tariff volatility. Export-reliant industries such as autos, steel,
semiconductors, and pharmaceuticals are especially vulnerable; the government is advising these firms to
assess alternative markets (e.g., Vietnam) following new U.S. tariff actions in that region. Businesses with
ties to U.S. energy and infrastructure such as LNG import projects in Alaska—are also being told to track
developments closely, as those investments are integral to Seoul’s broader negotiating leverage. Overall, both
official and private-sector guidance stress agility: diversify supply chains and explore hedging options, while

engaging directly with government channels to shape final tariff relief outcomes.
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Conclusion (India Perspective)

Firstly, the diversification of global supply chains away from South Korea, particularly if the 25% reciprocal
tariff is fully implemented, could steer multinational companies towards India. Sectors like automobiles,
steel, and semiconductors, where South Korea faces significant US tariffs, might seek alternative
manufacturing and export bases. India, with its growing manufacturing capabilities, a large domestic market,
and a relatively favourable tariff position (compared to some other Asian nations), stands to attract this re-

routing of investment and production, strengthening its position in global value chains.

Secondly, the US's emphasis on economic security and supply chain resiliency, particularly in critical
minerals and semiconductors, opens avenues for trilateral or bilateral cooperation involving India. Both the
US and South Korea are looking to de-risk their supply chains, and India is actively building its
semiconductor ecosystem (e.g., through the PLI scheme and initiatives like the India-U.S. TRUST Initiative).
This could lead to increased US and South Korean investment in India's semiconductor and critical minerals

sectors, fostering technology transfer and job creation.

Lastly, any trade friction between major economies like the US and South Korea creates a dynamic global
trade environment. India, by continuing its pursuit of economic reforms and strategic trade agreements (like
the "India—U.S. COMPACT" and "Mission 500" with the US), can capitalize on these shifts to enhance its
overall export competitiveness and attract foreign direct investment, solidifying its role as a stable and

growing hub in the reconfigured global trade landscape.
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