" " Institute for
@‘ MErhsta SYms A
The Institute for Peace and Unification Studi

ﬂ @) " s Korean Studies
N D | seoul Nat ional Un iversity

<gh-0| 3 22| =>

ROK-US POLICY BRIEF

2025- November. ISSUE 15

US-ROK RELATIONS
AFTER THE GYEONGJU SUMMIT

sy WANG HWI LEE



[] @" MErista SUusielpel

N The Institute for Peace and Unification Studies
N Seoul National University

Institute for
Korean Studies

THE GEORGE WASHINGTON UNIVERSITY

THE INSTITUTE FOR PEACE AND
UNIFICATION STUDIES
SEOUL NATIONAL UNIVERSITY

Web: https://ipus.snu.ac.kr/eng/
Facebook:facebook.com/I[PUSINSNU
Instagram: ipus.snu_official

Email: tongil @snu.ac.kr

ABOUT THE AUTHOR

Wang Hwi LEE, Ph.D. (London School of Economics and Political Science), is a
professor of political science and Director of the Institute of Unification at Ajou
University, Suwon, South Korea, where he has taught international political economy
since 2006. From June to August 2025, he served as a member of the State Affairs

INSTITUTE FOR KOREAN STUDIES THE
GEORGE WASHINGTON UNIVERSITY

Web: https://gwiks.elliott.gwu.edu/
Facebook: facebook.com/GWIKS2016/
Instagram: gwukorea

Email: gwiks @ gwu.edu

Planning Committee, a presidential advisory body. His research interests have been i

focused on issues of the political economy of East Asia and the US-China strategic
competition. He is the author of “The Politics of Economic Reform in South Korea: Crony
Capitalism after Ten Years,” “Pulling South Korea away from China’s Orbit: The

i e

Strategic Implications of the Korea-US Free Trade Agreement,” and “US—-South Korean .
Relations at a Crossroads: Uncertainty and Challenges under the Second Trump Wang Hwi Lee

Administration.”

Professor, Ajou University

Edited by Jungchul Lee (Head, Center for Unification Studies, Seoul National University),
Celeste Arrington (Director, Institute for Korean Studies, The George Washington University),
and Yonho Kim (Associate Director, Institute for Korean Studies, The George Washington University)

2025-November. ISSUE 15



1 ROK-US POLICY BRIEF US-ROK Relations after the Gyeongju Summit

Better than Expected

In 2025, South Korea and the U.S. underwent significant
political shifts, with each country welcoming new
leadership: President Donald J. Trump in January and
President Lee Jae-myung in June. Despite President
Trump's sharp policy contrast with the previous
administration and the Lee administration's struggle with
domestic turmoil after martial law, both governments faced
initial uncertainty in foreign relations. The Gyeongju
Summit was the perfect opportunity to remove the

uncertainty.
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Given their contrasting backgrounds—Lee as a self-made human rights lawyer and Trump as a wealthy

businessman—the prospect for close cooperation seemed dim, fueling expectations of challenges in U.S.-ROK

relations due to differing party policies.

Criticizing the trade deficit with South Korea, President Trump imposed a 25% reciprocal tariff on the country.

Trump complained that South Korea was not paying enough in defense cost-sharing and demanded an increase

in defense spending. “We protect them from North Korea and others, but they [South Korea] don’t pay us

anything, and I said, “This is crazy.” Even more surprising was that Trump boasted of being closer to the North


https://online.ucpress.edu/as/article-abstract/65/4-5/624/212296/US-South-Korean-Relations-at-a?redirectedFrom=fulltext
https://online.ucpress.edu/as/article-abstract/65/4-5/624/212296/US-South-Korean-Relations-at-a?redirectedFrom=fulltext
https://www.nytimes.com/2025/07/08/business/trump-tariffs-south-korea.html
https://www.chosun.com/english/national-en/2024/10/17/EPKQS6EJ5RANBNEZAJL62DXU5M/
https://www.chosun.com/english/national-en/2024/10/17/EPKQS6EJ5RANBNEZAJL62DXU5M/
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Korean leader than to the South Korean leader. “North Korea’s very serious nuclear power—I got along with

him [Kim Jong-un] very well.”

Since the Lee Jae-myung administration took office, South Korea-U.S. relations have been more stable than
expected. President Lee’s pragmatic diplomacy centered on national interest reduced uncertainty in U.S. policy
by continuing the Yoon Seok-Yeol administration's policy of strengthening the South Korea-US alliance and
South Korea-U.S.-Japan cooperation. By visiting Japan before his visit to the U.S., President Lee dispelled U.S.
concerns about South Korea-Japan relations.

At the first summit in August, President Lee suggested a roadmap to transform the South Korea-U.S. alliance
into a future-oriented, comprehensive strategic alliance. This alliance is based on three pillars: security, economy,
and advanced technology. The military alliance seeks peace and denuclearization on the Korean Peninsula. The
economic alliance enhances Korea’s investment in the U.S., which is the leading destination for greenfield
investments. Finally, the advanced technology alliance expands cooperation in shipbuilding, Al,

semiconductors, quantum computing, and nuclear energy.

Tough Tariff Negotiations

In tariff negotiations, President Lee largely accommodated U.S. demands. On July 30th, the U.S. agreed to
lower reciprocal tariffs from 25% to 15%, and South Korea agreed to invest $350 billion in the U.S. (§200
billion in high-tech industries and $150 billion in the shipbuilding industry). By calling himself a pacemaker and
praising Trump as a peacemaker, President Lee flattered President Trump's quest for a U.S.-North Korea
summit. Thanks to these efforts, the first summit, held in Washington, D.C., on August 25th, concluded

without any blunder.

The most important point of disagreement at the summit was

XAtg|Ch P20 o
S¢S 7P 388 olA2 South Korea's investment method, timeline, and profit-sharing

eho| EXt A EXL Y, a2 arrangements. The U.S. initially demanded a large upfront
201 HEL JLX0f| 2ist Z10|ACH payment of $350 billion during President Trump's second term.

Large cash installments place a substantial burden on South
Korea's foreign exchange market, which might pose risks to market stability. $350 billion is equivalent to
approximately 18.7% of Korea's nominal GDP in 2024 and approximately 84% of its foreign exchange reserves
as of October 2025.

South Korea emphasizes that the $350 billion sk 3 500 & 2| 2o EX} o3| X|7}

investment package is financially viable, profitable, CSE HX|X X|AX{7} OlL|2}, XjH=o=
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olitical gesture. The investments must be directed
boward "commerci . oo B3t AElg 2xskn it
toward "commercially reasonable" projects that BT °
guarantee sufficient recovery of funds and acceptable

risk-return profiles for Korea.

To stabilize foreign exchange markets, South Korea proposed a mix of equity, loans, and guarantees. However,

President Trump publicly mentioned an "upfront" payment to the U.S. government. To ensure foreign


https://www.koreatimes.co.kr/foreignaffairs/20250121/trump-labels-north-korea-nuclear-power-on-day-1-alarming-south-korea
https://www.koreatimes.co.kr/foreignaffairs/20250121/trump-labels-north-korea-nuclear-power-on-day-1-alarming-south-korea
https://www.ifans.go.kr/knda/ifans/eng/pblct/PblctView.do?csrfPreventionSalt=null&pblctDtaSn=14530&menuCl=P11&clCode=P11&koreanEngSe=ENG&pclCode=&chcodeId=&searchCondition=searchAll&searchKeyword=&pageIndex=2
https://www.csis.org/analysis/statesmens-forum-his-excellency-lee-jae-myung-president-republic-korea
https://www.whitehouse.gov/fact-sheets/2025/11/joint-fact-sheet-on-president-donald-j-trumps-meeting-with-president-lee-jae-myung/
https://www.chosun.com/english/national-en/2025/08/26/STNNOCUETJHPBPJS2UAAICAY4E/
https://www.chosun.com/english/national-en/2025/08/26/STNNOCUETJHPBPJS2UAAICAY4E/
https://www.chosun.com/english/national-en/2025/08/26/STNNOCUETJHPBPJS2UAAICAY4E/
https://biz.chosun.com/en/en-policy/2025/09/23/KPLKSADHTRE4BJBEQKF7UL7A24/
https://www.reuters.com/world/asia-pacific/trump-says-south-korea-japan-will-pay-billions-upfront-investment-2025-09-26/
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exchange market stability, South Korea requested a currency swap with the U.S. When the U.S. declined,
President Lee proposed a ten-year installment payment of $200 billion. President Trump accepted this request

at the October 30 summit, effectively resolving the controversy surrounding the investment package

Nuclear-Powered Submarines: An Unexpected Scene Stealer

In security negotiations, South Korea has obtained many concessions from the U.S. South Korea has long
pursued the development of weapons systems capable of defending against a North Korean nuclear attack. At
the summit, President Lee requested U.S. nuclear fuel support for South Korea's planned nuclear-powered
submarines. Because the U.S. had never directly provided nuclear fuel overseas, it was expected that President
Trump would reject Lee's proposal. However, President Trump's abrupt acceptance of this proposal the day
after the summit created an opportunity for a significant upgrade in South Korea-U.S. cooperation in the

shipbuilding industry. South Korea also secured U.S. government approval for expanding its authority to enrich

uranium and reprocess spent nuclear fuel.
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regulations related to nuclear-powered submarines, the two
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working-level negotiations are unlikely to proceed smoothly.

Supplying nuclear fuel for nuclear-powered submarines requires prior resolution of legal and regulatory issues,
such as the U.S.-Republic of Korea (R.O.K.) Agreement for Peaceful Nuclear Cooperation (the so-called “123

Agreement”) and nuclear material export controls. Nonproliferation advocates opposing the transfer of nuclear

technology in the U.S. government and Congtess could delay negotiations by imposing conditions on South
Korea's participation in U.S. training and operations outside the Korean Peninsula.

There were no specifics regarding which country would build nuclear-powered submarines. Trump wanted the
submarine to be built at Hanwha Philly Shipyard. But South Korea wants to build them domestically. There

was also no mention of how nuclear fuel would be supplied. For the U.S. to directly export enriched uranium
to South Korean companies, relevant regulations, including the “123 Agreement,” would need to be amended.

The transfer of wartime operational control (OPCON), which has been discussed since 2005, is also a highly
complex matter. The transfer requires a three-stage military capability assessment and verification jointly
established by South Korea and the U.S.: Initial Operational Capability 1OC), Full Operational Capability
(FOCQ), and Full Mission Capability (FMC). The Lee administration has set a goal of completing all procedures
within its term. Having completed the first stage of the assessment in 2019, the two countries agreed at the
summit and the ROK-U.S. Security Consultative Meeting (SCM) to conduct the second stage of the verification

process for the transfer in 2026. Passing both the second and third stages within the four years is a daunting
challenge.


https://www.whitehouse.gov/fact-sheets/2025/11/joint-fact-sheet-on-president-donald-j-trumps-meeting-with-president-lee-jae-myung/
https://www.whitehouse.gov/fact-sheets/2025/11/joint-fact-sheet-on-president-donald-j-trumps-meeting-with-president-lee-jae-myung/
https://www.whitehouse.gov/fact-sheets/2025/11/joint-fact-sheet-on-president-donald-j-trumps-meeting-with-president-lee-jae-myung/
https://www.whitehouse.gov/fact-sheets/2025/11/joint-fact-sheet-on-president-donald-j-trumps-meeting-with-president-lee-jae-myung/
https://www.state.gov/bureau-of-international-security-and-nonproliferation/releases/2025/01/u-s-republic-of-korea-r-o-k-agreement-for-peaceful-nuclear-cooperation
https://www.chosun.com/english/national-en/2025/11/15/KLH4TIT74NB6PDOZGOX6LNT5G4/
https://www.nytimes.com/2025/11/17/world/asia/trump-south-korea-nuclear-submarines.html
https://media.defense.gov/2025/Nov/14/2003820640/-1/-1/1/57-SECURITY-CONSULTATIVE-MEETING-JOINT-COMMUNIQUE.PDF
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The modernization of the South Korea-U.S. alliance also has the potential to heighten tensions between the
two countries. The U.S. seeks to expand its strategic flexibility

to allow U.S. troops stationed in Korea to intervene in Taiwan ot-0| 99| siClgl= Y= 2t
. . o o L
in the event of a crisis. Conversely, South Korea maintains a 2152 DAL IsAE ULt

very passive stance on deploying U.S. troops overseas, fearing

a North Korean invasion threat and a Chinese backlash.

China and North Korea as a Hindrance

President Lee mentioned China when releasing the fact sheet. "Even though the U.S. is in conflict and

confrontation with China in many areas, it also cooperates where possible. The government will steadfastly
continue dialogue with China to advance bilateral relations and pave the way for peace on the Korean

Peninsula." This statement is interpreted as an attempt to allay China's concerns about nuclear-powered

submarines and the Taiwan Strait issue. If the modernization of the ROK-U.S. alliance accelerates, China is
v likely to introduce sanctions like those imposed after the

to|3ge| At o152 32, THAAD deployment. To prevent such troubles, President

2 AL Hi{X| O] = QISHE XX} Lee emphasized his stance of not provoking China.
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China has been taking measures to restrain the
strengthening of the South Korea-US. alliance. On

October 14, the Chinese Ministry of Commerce banned business with five U.S. subsidiaries of Hanwha Ocean,
claiming they had violated China's sovetreignty, security, and development interests by cooperating and

supporting relevant U.S. government investigations. After the Trump-Xi summit in Busan, these sanctions were

suspended for one year. Because the sanctions were suspended, rather than revoked, Korean shipbuilders

participating in the MASGA (Make American Shipbuilding Great Again) project are now directly exposed to
potential Chinese sanctions.

China’s response to South Korea’s plan to acquire nuclear-powered submarines has been negative. South Korea
maintains that its nuclear submarines will be conventionally armed and are intended to enhance deterrence
primarily against North Korean threats, not to escalate regional arms races. But China views the U.S. provision
of nuclear submarine fuel to South Korea as potentially violating nonproliferation principles. Furthermore,
China has publicly expressed worties that South Korea’s nuclear powered submarine plans would shift the
nature of the South Korea-U.S. alliance.

F inally, Korea-US security-related agreements may raise DPRK threat perceptions. President Trump, who was
asked by President Lee to act as a peacemaker during the August summit, attempted to meet with Chairman
Kim Jong-un during his visit to South Korea, but the meeting never took place. Instead, before President
Trump's visit, Chairman Kim dispatched Foreign Minister Choi Son-hui to Moscow to meet with President

Vladimir Putin and even launched a cruise missile.

North Korea has responded largely cynically and critically to President Lee's END initiative (Exchange,
Normalization, Denuclearization). North Korea enshrined its nuclear weapons policy in its constitution in 2023.


https://www.brookings.edu/articles/how-trump-and-lee-can-modernize-the-us-south-korean-alliance/
https://www.globaltimes.cn/page/202511/1348240.shtml
https://www.chosun.com/english/national-en/2025/11/14/SGJFSGYDX5DBLDGEXEWMS3WWWU/
https://www.chosun.com/english/national-en/2025/11/14/SGJFSGYDX5DBLDGEXEWMS3WWWU/
https://www.chosun.com/english/national-en/2025/11/14/SGJFSGYDX5DBLDGEXEWMS3WWWU/
https://www.chosun.com/english/national-en/2025/11/14/SGJFSGYDX5DBLDGEXEWMS3WWWU/
http://english.scio.gov.cn/pressroom/2025-10/14/content_118123006.html
http://english.scio.gov.cn/pressroom/2025-10/14/content_118123006.html
https://www.chinadailyasia.com/hk/article/623316
https://www.chinadailyasia.com/hk/article/623316
https://www.globaltimes.cn/page/202510/1346963.shtml
https://www.globaltimes.cn/page/202510/1346963.shtml
https://en.yna.co.kr/view/AEN20251028001000315
https://en.yna.co.kr/view/AEN20250924001000315
https://en.yna.co.kr/view/AEN20250924001000315
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Chairman Kim Jong-un seeks recognition as a nuclear state. In other words, North Korea will not accept
denuclearization as a negotiable issue.

Outlook for Next Year

South Korea-U.S. relations are expected to remain relatively stable for a while. However, the relationship could
fluctuate when President Trump visits China next April. If the U.S. and China reach a compromise to end their
tariff war, South Korea can work with satisfy both sides. Otherwise, South Korea will be a shrimp between two
big whales. The U.S. will pressure South Korea to participate more actively in countering China, while China
will threaten sanctions against South Korea if it joins the U.S.-led anti-China front. Under these circumstances,
it will be difficult for President Lee to maintain a balance between the U.S. and China.

President Trump wants to have a summit
E3 O [|E240| 2512 MHS E_ E A olXist gleeti?g t\;ith Chairmatn Kim ]forcl:gh—un 1f

resident Trump accepts some 0 airman
4%, o]xHY ChEFe| END 242 =2 HIlsHA|

24 E|0{0f SiC}, et ERI EHEEHOI Soio| President Lee will find himself in an awkward
QIAE £84610{ 6t-0| QErAAIEHES SCISICHH, position. If President Trump formally
sti|saio| SiCsh= X2 Ui Zio|Ct recognizes North Korea as a nuclear state,

President Lee's END initiative will inevitably

Kim's demands to facilitate this summit,

have to be revised. If President Trump accepts North Korea's demand to suspend joint military exercises
between South Korea and the U.S., the modernization of the South Korea-U.S. alliance will be hindered.
Criticism from the opposition party, which opposes improved relations with North Korea, will further

embarrass President Lee.

South Korea-Japan relations may also be heading toward a difficult situation. Prime Minister Sanae Takaichi's

hawkish policy toward China is escalating tensions in Northeast Asia. Prime Minister Takaichi asserted that
Japan could exercise its right to collective self-defense in the event of an emergency in Taiwan. China fiercely

criticized her assertion. If Sino-Japanese relations deteriorate, China's counterweight to the South Korea-U.S.-

Japan cooperation will intensify. Under such circumstances, anti-Japanese sentiment in Korea will likely hinder

President Lee's efforts to improve relations with Japan.

The ROK-US Policy Brief is a joint publication between the Seoul National University Institute for Peace and Unification
Studies (IPUS) and The George Washington University Institute for Korean Studies (GWIKS)
dedicated to exploring current Korea-related policy matters within regional and global contexts.
Disclaimer:

The views expressed in the ROK-US Policy Brief are those of the authors alone, and should not be taken to
represent the views of the editor, IPUS, GWIKS or any other organization.
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