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Correlation Between the Relaxation of South Korea's
Capital Market Separation Law and Changes in CVC
Investment Types

Lee, Ki-hol)
Lee, Sang-myung?)

Abstract

In December 2020, the Fair Trade Act related to South Korea's separation of industrial capital was amended, and
it was announced that the amendments would come into effect one year later, on December 30, 2021. The
amendment's content involved breaking the previous principle of separating industrial capital from financial market
penetration, allowing for the ownership of shares in general holding companies, small business startup investment
companies, and technology business finance specialist companies. While the previous law was based on total issued
shares' ownership, there were fluctuations in the subsequent trends of annual establishment and investment counts,
as well as strategic investment counts of CVC (Corporate Venture Capital) before and after the law's amendment.
CVC and IVC (Independent Venture Capital) are characterized differently based on their investment purposes, fund
management types, and investment types. In this regard, the relaxation of the separation of industrial capital law is
expected to have a positive impact on the future of the venture investment ecosystem and innovation ecosystem.

In this study, we analyze the trends in the establishment count, investment count, and strategic investment count
of domestic CVC from 2018, before the law amendment, to May 2023. Using 2021, the year the amended
separation of industrial capital law was implemented, as a reference point, we examine changes in the trend. The
analysis results indicate a significant increase in domestic CVC in 2021 compared to the previous year, along with
an increase in investment counts, strategic investment counts, and the amount of investment in strategic investments.
Based on these findings, this study suggests directions for further research related to future domestic CVC
investment, strategic investment, and the activation of the venture investment market.

Keyword: Industrial and Financial Capital Separation Law, Fair Trade Act, Corporate Venture Capital, Strategic

Investment, Venture Investment Ecosystem
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