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American Business Environment:

efore the Fall”

Inflation under control :
External performance strong
Orthodox consistent macroeconomic
Social environment improving and'pc tstable
How long would it last? - - |
» History of stop-go cycles |
» Global environment was deterioratin
« Significant country-to-country varia
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Percentage Change
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GDP Growth for Latin America, 1999-2008
(Source: ECLAC 2008)
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Average Annual Inflation Rate for Latin America, 1999-2008
(Sources: ECLAC 2008)
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Exports and Imports of Goods and Services in Latin America, 2005-2008
(Source: ECLAC 2008)
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Terms of Trade for Latin America, 1999-2008
(Source: ECLAC 2008)
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Millions of US Dollars

Net Foreign Direct Investment in Latin America, 1999-2008
(Source: ECLAC 2008)
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Gross Disbursed External Debt, 1999-2008
(Source: ECLAC 2008)
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Percentages of GDP

Central Government Balance for Latin America 2004-2008
(Source: ECLAC 2008)
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Orthodox Macroeconomic
» Inflation-targeting

» Fiscal discipline

* Floating exchange rates

Bolivarian left rejected “neo-libefé
poI|C|es
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s of Pre-Crisis Environment

Social Environment | .
« Poverty and unemployment deglining (inequali
* Incomes and consumption ingreasing
« Crime and violence ongoing ;
Political Environment: Shift .. ‘
. Leftist-populist Bolivarian challenge ( Stalled
. Pragmatic left (Brazil, Chile, Uruguay
Legal Environment: Uneven Progress

« Slow, uneven progress in strength ming rule of Ia
e Bilateral investment and free tradt}eaties

E
Strong business environment (but differe
“before the fall” 1 |

S among countries)
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Over-arching questions % i PO

« Was the growth cycle sustaifiable? Had the'ek Onic stop-go pattern
been broken? _ - -

Growing concerns _, "

» Inflation fueled by rising ener
economies

« Uncertainty in global credit marke |

 Economic downturn in US spreading to other mature markets

« Stalled trade agenda

Offsetting developments

» Strong terms of trade fueled by growth of
markets. “Decoupling” from US

« Solid domestic policy performa ;;-f},',,-
F‘r: Latin American Business
Fa s hal Environment Program
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| E\_"/ents of Sept-Oct 2008:
LA S-eribljs External Shock?

Components of Global CI’ISIS -) g ~4mpact 20 Latin America |
e Financial markets meltdown™ "1' *  Scarcity and cost of capital

- Falling export earnings
 Falling commodity prices - Slower growth
« Economic recession ~ Short-term Effects

» Bailouts to stem crisis A Collapse in equity markets

~ » |ncrease country risk spreads
v Sharp currency devaluation

GDP growth forecasts lower\W
onger-term S
|\/|I|d downturn & quick
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Slj‘bseq_uent Developments:
EX-t_ern'-aI.Shock Hit Latin America

Global . eatin America
« Credit markets remained ™ T o Continued deterioration of
frozen financial markets and currency
« Commodity prices did not £ devaluation.
recover -+ GDP groth rewsed downward

=

e Ecuadorian default ;

“ Argentine nationalization of
“private pensions

‘Countercyclical palicy
responses

Economic slowdown spread t
emerging markets threatening
a global recession

Governments began adopting
countercyclical monetary
(lower interest rates) and fiscal
(stimulus) policies
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GDP Growth for Latin America, 1999-2009
(Source: ECLAC 2008, IMF 2009 )
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 Renewed capital flows
« Commodity price recovery
e Economic growth

Where are we today?

* Currencies have stabilized

e But credit markets remain frozen
Bottom Line

ecover sooner

= ___.,-"'"'_F-__
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Country Outlooks;

yuntercyclical Capability
<,.2=moderate, 3=strong)

Wixed-Environments (6)
EI Sak At .r* 3'1
Guatemalay 3-1

P i [

Attractive Environments (8
e Mexico 3-3
e Costa Rica 2-2
« Panama* 2-2
e DomRep 3-1 o
e Peru 2-2 e

.___H

* Chile* 2-3 «\ Paraguay
e Uruguay* 2-2 Droblematic E ments (4)
« Brazil 2-3 - Nicaragua g 2-1
) Venezue 3-2
 Bolivi 2-1
*Presidential elections in 2009 Ecuador 3-1
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Export-ledsGrow Inward-looking Development

Dates

1850-1914

Latin American Business
_ Environment Program
Center for Latin American Studies



	Slide Number 1
	Slide Number 2
	Latin American Business Environment:�Conceptual Framework
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Policy Environment
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Outlook for the Region:�Prospects for Recovery
	Slide Number 19
	Slide Number 20

