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American Business Environment:

efore the Fall”

Regional environment was stro
* Robust growth

e Inflation under control :
« External performance strong
« Orthodox consistent macroeco f
» Social environment improving and"pe : tstable
How long would it last? - - |
» History of stop-go cycles
 Global environment was deteriorati emed “decoupled”
« Significant country-to-country vari4
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Percentage Change
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GDP Growth for Latin America, 1999-2008
(Source: ECLAC 2008)
6.1
5.8 57
4.9
4.6
4.0
2.2
0.2 0.4
- T T - T T T T T T
1999 2000 2001 5 2003 2004 2005 2006 2007 2008
0.4
7

Latin American Business
_ Environment Program
Center for Latin American Studies



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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of Pre-Crisis Environment

Social Environment _ i O
« Poverty, unemployment and‘inéquality declining
* Incomes and consumption ingfeasing

Political Environment: Shift back
» Leftist-populist Bolivarian ‘
. Pragmatic left (Brazil, Chile, Uruguay
Legal Environment
» Slow strengthening rule of law
. Bilateral investment and free trade ftreaties requiréd reform
Strong business environment “bef 1r}e the fa
e But even in positive context politicalchallemges rose to prevailing

economic paradigm s { | /—\
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Attractive (8)

e Mexico
e (Costa Rica
e Panama

« Dominican Republic
e Peru

* Chile
 Uruguay Paraguay
» Brazil Rroblematic (4

Nicaragua
j Venezue
e EC )]
#» Bolivia
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EVents of Sept-Oct 2008:
GI..ob"a_"I Financial Crisis

Components of Global CI’ISIS -) ~Ampact on Latin America

Financial markets meltdown™ § * ScarCity and cost of capital
 Falling export earnings

Falling commodity prices , . Slowing growth J
Economic slowdown in ‘ Short term Effects
developed economies Collapse in equity m/arkets
Bailouts to stem crisis 7 Increased country spreads

Currency devaluation

GDP growth fore asts
loweredW

onger-term $cenarios
)} Mild dowiftim & quick
{

' rémote — LA was deco/gp_lgix
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Subsequent Developments:
Global Economlc Crisis

Deepening of Global Cr|5|s -) dzatin America

« Frozen credit markets + “siw’ « Continued deterioration of

e Falling commodity prices + ‘ financial markets and currency

« Declining trade flows + devaluation.

. = Onset of global recession ¢ Declining exportrevgnue

« Governments adopting '« Declining FDI J
countercyclical monetary W .Decllnlng remittance flows

(lower interest rates) and fiscal

(stimulus) policies default

e Attempts to coordinate global ionalization of
action (G-20) . S|

e Protectionist measures ‘ @lical policy

=y
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Percentage Change
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GDP Growth for Latin America, 1999-2009
(Source: ECLAC 2008, IMF 2009)
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cts for Recovery

Needed from External En
 Renewed capital flows 1 -
« Commodity price and trade recovery

 Resumption of growth of deve oped economles
recovery S

Where are we today? -
« Currencies stabilized

« Stock markets are up YTD -
« Commodity prices (may) have bott "

Aironment

Quick Chinese

:"?.rm"-l e
-___H

=

| er to recover sooner

* Prolonged downturn would trigg@aj prealignments
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Transition Inward-looking Development

Dates
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Attractive Environments

Impact

w(lswe

*Presidential elections in 2009

Mexico
Costa Rica
Panama*
Dom Rep
Peru
Chile*
Uruguay*
Brazil

3/3=0
3/2=-1
1/2=1
2/1 =-1
1/2=1
3/3=0
1/2=1
3/3=0

Country Outlooks;

ntercyclical Capabilities
2=moderate, 3=strong)

Mixed-Environments

 El Salvador* 3/1 = -2
Guatemalay 2/1 =-1
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e Paraquav = >

Droblematic E ments
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. Nicaragua g 3/1 = -2
f} Venezue 3/2=-1

Olivi 1/1=0
Ecuador* 3/1=-2
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