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After a long period of time, the external
environment is finally gaining momentum...

Manufacturing PMIs (2012-14)
(simple average for EAGLEs* and G7 groups)

Source: Haver
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I...but local EM drivers disappointed

Real GDP growth in 2013

(in %)

Source: IMF and BBVA research
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Rethinking BBVA EAGLES

Before Now Implications
Stable and clear
o Consensus from IMF criteria and criteria
Definition of EM different sources groupings A mix of macro and

institutions

. 45 countries;
Candidates discretionary
exclusion

All emerging More candidates to be
economies considered

ibuti Extension and stabilit
Nest threshold Lowest contribution Y

of a G6 economy
(one country)

of the threshold




Maintaining our robust methodology...

Step 1: Estimating GDP level in the next decade

BBVA Research & IMF
forecasts

GDP Level in

10 years

Emerging

Economies Current Size Potential Growth Final Size

(“Initial size matters”) (“long run dynamics”)

Developed G h
. rowt
Economies Current GDP X rate
Level (10 yrs)

Labor Capital |"Technology

Institutions

Step 2: Calculating Incremental GDP

GDP Level in Current GDP Incremental
10 years = Level = GDP




..but new thresholds broaden the scope in
2074 members

BBVA World Economic Groups and Incremental GDP thresholds: 2013-2023

Source: BBVA Research,

China, India, Indonesia

EAGLEs Russia, Brazil

Turkey & México

G6 economies
average

NEST
countries

Non-G7 developed U S D
economies

(with GDP > USD 100bn average) 157bn

Rest of emerging

economies Rest of Emerging Markets



A bird's eye to EAGLES contribution..

Contribution to world growth in the next ten years and current GDP size (2013) (PPP-adj. 2013 USD)

Source: BBVA Research, IMF
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...and the new list of Nest members

Contribution to world growth 2013-2023 and current GDP size
(2013 USD bn and 2013 USD PPP adjusted)

Source: BBVA Research, IMF
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EAGLE's contribution growth map...

Regional contribution to world growth in the next ten years (%)
Source: BBVA Research, IMF
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.with a bias to the Asia-Pacific region

Regional contribution to world growth in the next ten years (%)
Source: BBVA Research, IMF
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EM Portfolio Flows: changing underlying forces..

Portfolio Flows to Emerging Markets (2012-2014)

(median flows and contributions, flows to total assets)
Source: BBVA Research and EPFR and IMF
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EM Portfolio Flows: ... with limited room to the
downside

Portfolio Flows to Emerging Markets (2012-2014)
(cumulative from 2005)

Sourem BBVA Research EPFR and IVF Ultra loose Monetary Policy in western
countries (“push”) and EM atractiveness

900 -

800 - g (“pull”) prompted “excess” flows
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The EM Middle class revolution will accelerate
and poverty will drop significantly

Population by GDP pc in EM (1980-2025)

(Eagles and Nest countries)
Source: BBVA Research

Millions of people
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The EM Middle class revolution will accelerate
and poverty will drop significantly...

Change of population by GDP pc: 2013 to 2025 New 195 min
(millions of people by countries and Groups) . )
Source: BBVA Researc h R|Ch Pe0p|e N
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.. In some places more than in others (EM
Middle Class heterogeneity)

Population by GDP pc: 2013

(millions of people by countries and Groups)
Source: BBVA Research
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Are EAGLE's and Nest ready for income
transition?: different positions, different

challenges..

Demographics,
urbanization, high
investment returns, Basic
Manufacturing low wages

Risks

2,000-8,000 PPP-adj. USD

India, Indonesia

Tertiarisation, Manufacturing

High
Middle income

income

Diversification,
sophistication, complexity,

diversification & innovation, welfare systems

sophistication, increasing

middle classes, financial
deepening

Population aging, fiscal

Factor accumulation sustainability, increasing

moderation, wages rise,

inequality, excessive

need of higher education, leverage

technological skills and
infrastructure

10,000-21,000 PPP-adj. USD >22,000 PPP-adj. USD

, Russia

Mexico, Turkey Developed Economies 19
China



Are EAGLE's and Nest ready for income
transition?: different positions, different
challenges..

Economic development and population dynamics
Source: BBVA Research, UN, World Bank, UNU-WIDER
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Are EAGLE's and Nest ready for income
transition?: policy room to change development
paths..

GDP per capita (2013)
(natural logs of PPP-adj. USD)
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GDP per capita and Global Competitiveness Index (GCI) in selected economies
Source: BBVA Research, WEF
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Are EAGLE's and Nest ready for income

transition?: infrastructure will play a crucial role..

Quality of overall infrastructure (1-7) in EAGLEs, Nest and G7 countries (2013-2014)

Source: BBVA Research, WEF
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.. and Credit Deepening will help to finance
development as long as it follows a healthy path

Credit to the private sector and GDP per capita (2013)
(credit to GDP and GDP per capita PPP adjusted)
Source: BBVA Research and IMF
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ITrendS iIN South-South trade and Global Value
Chains (GVCs): South-South trade on the rise..

Distribution of world exports according to origin and destination
(% of total)
Source: BBVA Research, IMF/DOTS
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Trends in South-South trade and GVCs:
.gravitating around the Asian Factory

South-South trade flows by regions (USD bn) (2012)

Source: BBVA Research, IMF/DOTS
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Trends in South-South trade and GVCs:
countries should pursuit VA gains...

Exports by regional trade network : 2000 & 2009

(gross value and value added basis, tn USD)
Source: BBVA Research, OECD
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ITrendS N South-South trade and GVCs:
strategic alliances can help

Current GDP size and expected change in the next decade
(PPP-adj. 2013 USD)
Source: BBVA Research, IMF
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Thank youl



DISCLAIMER

This document has been prepared by BBVA Research Department, it is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or
based on sources we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers
no warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and should
be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of
future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.
BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any
interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract,
commitment or decision of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be
aware that under no circumstances should they base their investment decisions in the information contained in this
document. Those persons or entities offering investment products to these potential investors are legally required to
provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation,
distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process, except in cases where it is legally permitted or expressly authorized by BBVA.



