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Latin American Business Environment:

efore the Fall”

* Inflation under control ;
« External performance strong
« Social environment improving ar
How long would it last?

» History of stop-go cycles

Analysis
* Regional trends ,
- 18 largest economies grouped regi

itrade blocs —
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Millions of US Dollars
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Millions of US Dollars
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oss DIsbursed External Debt for Latin America, 1997-2007
urce: ECLAC 2007)
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Policy Environment:
)f New Economic Model

“Holy Trinity” of Macro-ecQg
» Inflation-targeting

» Fiscal discipline

» Floating exchange rates

Uncertain Future of Structural R
» Populist alternative
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Social Environment
 Poverty and unemployment de
« Incomes and consumption increasir

« Crime and violence ongoing conm '
Political Environment: Shift to Ce
» Leftist-populist Bolivarian challeng
« Pragmatic left (Brazil, Chile, Urugu
Legal Environment: Disappointing ai—
* Slow, uneven progress in strengthening EU|Q of law
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Attractive Environments

ountry, Environments, 2008

Wlixed-Environments (6)

Mexico

Costa Rica
Panama*
Dominican Republic
Peru
Chile



Over-arching questions |
. Was the growth cycle sustainablé?;

» Had the chronic stop-go pattern b _e;h broken?
Growing concerns -
« Inflation fueled by rising energy a
» Uncertainty in global credit market
 Economic downturn in US spreadin
« Stalled trade agenda

Offsetting developments e |
« Strong terms of trade fueled by growth}of Chi ' d other emerging

dieconomies

markets
« “Decoupling” from US 1
 Strong domestic policies and performance réducing external vulnerability

Events of Sept-Oct and Latin America /\
- | T l".-'_'_._,.-'—'_ .-; .
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Components of Global Crisis =3

 Financial markets meltdown™

« Falling commodity prices

« Economic recession ) : >onsegiiences

N kets

e spreads
e aluation
‘GDP growth foregasts lowerW

onger-term arios
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Dates

1850-1914



