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erican Business Environment:
“Before the Fall”

Regional environment was strong
* Robust growth — strongest grewth cycle in 25 yrs

» External performance strong J
down

o Conservative, market- frlendly e
« Social environment improving and:
How long would it last? o |
» History of stop-go cycles and vulne ablllty to exterhal shocks

 Global environment was deterlorat A was
“decoupled”

« Significant country-to-country vari
Had Latin America turned a corn.._, .

L — with low inflation

mentup, debt

‘Stable
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-"_'Events of Sept-Oct 2008:
--kGch'b.”aI Financial Crisis

Components of Global CI‘ISIS -)h lmpact on Latin America
« Financial markets meltdown™ l Credit. and investment dried up

-+ Falling expprt earnlngs
e Falling commodity prices 7« Slowing grOWIh

« Economic slowdown in " Short-term Effects '

developed economies "« Collapse in equity markets
» Bailouts to stem crisis | ‘Increased country spreads

3 — LAwas dec%l;&
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Subsgéquent Developments in 2008:
| GI-QbaI',Economic Downturn

Deepening of Global CI‘ISIS -) dzatin America

« Frozen credit markets + “si%" e« Continued deterioration of

« +Falling commodity prices ‘ financial markets and currency
Pt devaluation.

« +Declining trade flows 4 +Decl -

« = 0Onset of global recession { eclining exp N =

e +Declining FDI =,

~+Declining remittance flows

“=Lower GDP growth
‘Countercyclical policy
responses

“Fear of dee ) recessmn and
? slower recavery (U)

« Governments adopting 5
countercyclical monetary
(lower interest rates) and fiscal
(stimulus) policies

e Attempts to coordinate global
action (G-20)

e Threat of protectionism
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2009 Recovery

Needed from External Er
 Renewed capital flows e :
 Recovery of commodity prlces nd trade flows ™

« Resumption of growth of developed economies +-Quick Chinese
recovery e R

Early Indicators of Possible Ret

e Currencies stabilized \

« Stock markets began to regain |

« Commodity prices bottomed out an ‘be_garf o rise

« Governments adopted countercyclical packages

More Recent Signs of Recovery ~

» Growth picking up

* V not U shaped recovery seems lik

Viroanmepts

pSt countries
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Percentage Change
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Percentage Change in CPI
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Millions of US Dollars
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irect Investment in Latin America, 1999-2008
.(Source: ECLAC 2008-2009)

oreign

100,000 -
92,155
e - 86,235
79,923
80,000 -
72,190
70,000 - 66,914 i
2 EIT
£ 60,000 - h .
[<) .
(a] #
v 50,996 '-.
..:_ 50,000 -
o
(7.}
S 2
= 40,000 - 37, so
b
30,000 -
20,000 - .
10,000 -
0 T - — -
1999 2000 2001 2002 , 2005 2006 2007 088

ot

Latin American Business
Enviranment Program
Center for Latin American Studies



900.0

800.0

700.0

600.0

500.0

400.0

300.0

200.0

100.0

0.0

763.2

1999

ross Disbursed External Debt, 1999-2008
. (Source: ECLAC 2008)

778.2
743.5

2000

2005 2006 2007

7z

Latin American Business
Environment Program
Eenter for Latin American Studies




« Inflation-targeting with interest f
« Fiscal discipline with primary s
« Floating exchange rates ‘
 Regulatory states

rates and adopted fiscal measures'to le
Populist Exceptions (Venezuela, Bofivia, Ecuador
* Price controls, fixed exchange rate '
* Re-nationalization of economy
* Interventionist states

g
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« Faster and more dynamic thal
shaped recovery)

* Recovering sooner that the

in the year (a V

+  Performed well under adverse sit atic 5 \ orable
« May have broken past pattern of stgp-go cycles |

« Building productive links with evolving architecture of new global
economy |

But now all countries are on this pat

g
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GROWTH

Strong
(23.0%)

Weak
(=3.0%)

*Presidential Elections

Attractive (8) ‘ i .. Problematic (5)
Costa Rica* olivi
Panama
Peru
Brazil*
Chile*
Uruguay*

Mexico
Dominican Rep.
Ecuador
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