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Latin America in Emerging Markets Context

MIDDLE EAST: Heightened Security Tensions — Iraq out
of control — Ongoing Israel/Palestine conflict — Iran’s
Nuclear Development Programme: crisis in sight

EUROPE: Russia as global (de)stabilizing force in
energy markets — Turkey as geo-strategic link for US &
Europe — EU enlargement fatigue? — Avian flu outbreak

ASIA: Robust growth in China & India — Quest for global
resources — US-India nuclear deal — Massive foreign
exchange reserves — China’s banks & currency reforms

AMERICAS: Heavy electoral calendar — Low-inflation
Growth & Debt sustainability — Energy (in) security ? —
US foreign policy — Intense Bilateralism » FTAA failure
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Net Capital Flows to Emerging Market Economies
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Foreign Direct Investment by Receiving Country

By Major Region

By Country (6-yr annual average)
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Comparative Global Financial Sector Strength
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Latin-8 Comparative Sovereign Credit Ratings
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Changing Leadership in South America

FINALMENTE TERMINARON LAS
YA PASO LO DE LAS PELEAS, LAS

i QUE??
LESHTAN LOCOSH?
{{HOY EMPIEZHA
LA CAMPANA
PARA EL 2007!!



Electoral Calendar in the developing Americas
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Changing Leadership in Mexico

Felipe Andres-Manuel Roberto
Calderon Lopez-Obrador Madrazo
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NAFTA+ Zone Convergence — Equity Securities Markets
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The Global Quest for Yield » Booming Latin American Markets
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Core Latin America GDP (ppp-based)

Latin-8 GDP = US%4 trillion

Latin-8 GDP per Capita
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Latin America in Global Context » Sustained Growth

Economic Zone 95-04| 2004 [2005e| 2006f | 2007f

NAFTA zone 3.2 | 41 3.5 3.3 2.8
=32 |42 [35 |33 |27

Europe 2.2 1.8 1.4 1.8 1.7

Japan 3.6 | 2.3 2.8 2.5 2.0

Developing Asia 5.5 | 6.6 71 6.6 6.3
*

8.8 1101 | 9.9 9.5 9.0
Developing Europe 3.6 7.2 5.2 5.2 2.4
Developing Americas 2.2 | 6.8 4.4 4.3 3.8
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While Mexico is structurally converging to NAFTA zone economic
performance standards, the rest of the developing Americas is
positioned to record higher than average economic growth rates
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Americas-10 Real GDP Growth Trends

B 10-year Annual Average Growth Rate
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NAFTA+ Zone Convergence — Economic Growth
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Americas-10 Consumer Price Inflation Trends

_____ The Region has achieved remarkable success in
_____ containing and reversing inflationary pressures.
————— With the exception of Argentina, all countries will
“““ post lower rates of inflation in the years ahead
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NAFTA+ Zone Convergence — Short-term Interest Rates
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NAFTA+ Zone Convergence — Long-term Government Bond Yields

T 11.0
® 10.5
= 10.0
3 95
s 9.0
> 85
2 80
S 75
S 70
& 6.5
£ 6.0
S8 55
§ 5.0
s 4.5
E 40
§ 38
. n lp] (g n (g © ({o]
Q = = Q Q = Q
= c o i 3 Q =
< = E O a e <

Global Economic Research



12.0
11.0
10.0
9.0
8.0
7.0
6.0
5.0

3.0
2.0
1.0
0.0
-1.0
-2.0
-3.0
-4.0
-5.0
-6.0
-7.0

Current Account Balances as a % of GDP
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Americas-10 Current Account (Im)Balance

- Strong export performance and exchange rate @ -
- adjustments produced substantial improvementinthe
region’s current account whereas the most severe
. risk remains the sizable deficit in the United States B .
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NAFTA+ Zone Convergence — Export Growth
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10-year FX Market Performance vs. USD (%) in the Americas
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NAFTA+ Zone Convergence — Currency Performance
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In search of a new Leverage Shock — USA Twin Deficits
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NAFTA+ Zone Convergence — Fiscal (im) Balance

3.0

(%) pouad jo pua - 4o 40 %

L00¢

1 900¢C

1 9002

1 ¥00¢Z

1 €00¢

1 €00¢

100¢Z

000¢

Global Economic Research



— 1002
~----m| 9002
o
Lo
X =
O C
wﬂ | g00Z
A

- ---1 €002

T €002

lllllllllll 1002

NAFTA+ Zone Convergence — Current Account Balance

o
5
(%) pouad jo pua - 4ao 40 %

Global Economic Research



: Widening US Trade Deficit

In Search of a USD Shock
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A Glance at Global Issues & Uncertainties

* Energy (In) Security in Global Leaders’ Agenda
 The Euro & European Leadership Transition

* Multilateral Trade Liberalization under siege?

« Sustained, yet slowing, Global Economic Growth
 Growing US-China Economic Interdependence
 Housing Markets in the US & UK on Red Alert?
* Synchronized Global Monetary Tightening
 Intensifying US Debt Build-up: Defensive USD?
 Paced Refinement Of China’s Currency Regime
* Persistent Global Equity Market Strength
 Emerging Debt/Equity Market Correction?
 Emergence Of A De-facto G12 Nations Group
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