Will Emerging Countries Lead the Growth of Global
Economy?
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Messages: &

e Emerging economies (EM) have been leading glolaitr for the last
two decades
W RN T — T T A ERI K

e Although most EM are doing well some are better mde relevant

than others
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> China is on a league of its own
S RNEE (110 R A

> Others are large enough to be global players: introducing BBVA EAGLES
ez K, aJUCheRE 5% H4BBVAKEAGLESH K

e In the short run, the road to global relevance m@apumpy
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World economy Is recovering at two speeds
T F 22 5% DL Ff o B2 T 465 52 7

e The process is lead by EM
Bk £

e EM have been over performing since two decades ago
BrXly ek E AR

Real GDP: Constant Prices, Annual % Change
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Source : BBVA Researc h and IMF
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EM will lead world growthg: 2 iz 5 st 5 K

o EM growth will outpace Industrial Economies by 4gantage points and by more than 2.5 pp
when excluding China
BT R IS TNV B R IS E 5 AL RN (DR 381 2.5/ 43 5

e Closing gap in GDP share is expected to cross 113 20

GDPZE A B AE201 346 _ - .
Emerging and Industrialized Economies:

GDP growth in the current decade: (Growth rates %) Share in World GDP(PPP adjusted)
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Source: BBVA Research and IMF Source: BBVA Research and IMF
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*Emerging Markets: Argentina, Bahrain, Bangladesh, Brazil, Bulgaria, Chile, China, Colombia, Czech Republic, Egypt, Estonia, Hungary, India, Indonesia, Iran, Jordan, Korea, Kuwait, Latvia, Lithuania,
Malaysia, Mauritius, Mexico, Morocco, Nigeria, Oman, Pakistan, Peru, Philippines, Poland, Qatar, Romania, Russia, Slovak Rep, South Africa, Sri Lanka, Sudan, Taiwan, Thailand, Tunisia, Turkey, Ukraine,
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Emerging Markets:
AR E
Source: BBVA Research

Emerging Economies

Argentina Jordan Qatar
Bahrain Korea Romania
Bangladesh Kuwait Russia
Brazil Latvia Slovak Rep.
Bulgaria Lithuania South Africa
Chile Malaysia Sri Lanka
China Mauritius Sudan
Colombia Mexico Taiwan
Czech Rep. Morocco Thailand
Egypt Nigeria Tunisia
Estonia Oman Turkey
Hungary Pakistan Ukraine
India Peru UAE
Indonesia Philippines Venezuela
Iran Poland Vietnam

Source: BBVA Research, Dow Jones, MSCI & FTSE Emerging Markets

But there are huge differences within EM (45)

¢ Introducing a methodology to identify the new keégll players
I A — R TIEAIMOET ) A PR LA BEAR

Proposed methodology to identify key EM:
St 7
Source: BBVA Research

BBVA EAGLEs definition

v Based on Incremantal GDP (IGDP)

- Large enough size plus
- Fast enough growth

v Dynamic concept

« Anticipation: dynamic concept
« Shorter horizon: next 10 years
- Flexible number of countries: Club
admission depends on performance

W Defined Cut-off: G6 Average

*|GDP = difference in GDP level in the 10 year |peFi
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Who are the EAGLESEAGLEs{ 526 [F 5 2

e Chinais on a league of its own; is expected to dmurte around 30% of the World
Incremental GDP this decade
R — 1R, P DTk A A ERGDPHE K 1130%

e India’s Incremental GDP will be as large as the US
E1 5 G D I KSR 2 [F] 56 [ — ¢

Dominating Economies in 2020(Uss Trillion, PPP adjusted) Dominating Economies during this decade:
20204F ) E A TR UL, TRAEIIIE I T3 F4) Increase in GDP 2010-2020 (us$ Trillion, PPP adjusted)
Source: BBVA Research and IMF iZ-I—fF-E"JIEZ«:i}?ﬁK . 2010'2020EPEQGDP1‘§J1£

Source: BBVA Research and IMF
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m China m United States = India

China United States India
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Who are the EAGLESBAGLES 5k [F 5 2

e Other EM also matter
G T X T 3 [l A

e Some surprising results: Brazil will add to Wo@DP more than Japap;

and Mexico more than Germany
S NIRET ISR R4 BRGDPH kR KT HAS: 2R 4 EF AR K T4 [

The other EAGLES: Increase in GDP 2010-2020 G6 Economies: Increase in GDP 2010-2020
FE IR ATk 2010-20201F)GDPHE COZ A 2010-2020(f)GDPHEK:
(US$ Trillion, PPP adjusted) (US$ Trillion, PPP adjusted)
e: BBVA Research and IMF e: BBVA Research and IMF
m Brazil m Indonesia = Korea = Russia® Mexico = Egypt W Japan W Gemmany B United Kingdom
Turkey Taiwan m G6 Awverage Canada m France m Italy

*G6 Average: Canada, Germany, France, Italy, Japan and the UK
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EAGLEs will lead global growthacLesy | sis sk«

o Even though EAGLESs current size is smaller thant@&iy contribution to growth in the

current decade will be 3.5 times larger which i adgtotal world incremental GD
U EAGLES H AT LG 7RI ZE N, BATTRNX - AE A BRIG K 1 DTk 8 K 3.50%, 24 Bk GDPRMKf—2F

EAGLEs vs G7 : Current size and Incremental GDP

H i KA 5 GDP ) 3
(US$ Trillion, PPP adjusted)

Source: BBVA Research and IMF
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The Nest: Who can be the next EAGLE?
Nest: i /& K K HEAGLE?

o Additionally 12 economies are expected to add oball growth nore

than Italy, the smallest contributor within the G6
TIANL2AN G R B T A BRI A DTk O T G6r P DTk e /N 1) R 5K R KA
EAGLES’ Nest: Increase in GDP 2010-2020

2010-2020 ) GDPH K<
(US$ Trillion, PPP adjusted)

Source: BBVA Research and IMF
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W Thailand m Nigeria m Poland Colombia m South Africa
m Malaysia Vietnam Pakistan m Bangladesh m Argentina
m Peru Philippines  m ltaly

*Countries that will contribute less than G6 average and more than Italy
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Opportunities in the next 10 years will be concatet in
ASIa AR E P K5 e

Geographic distribution of contribution to World growth 2010 — 2020 (EAGLEs, Nest and industrialized countries — percentage)
2010-2020F 4= BRIG K HL BR 73 417 (EAGLES, Nestl Tk [ 5 — 1143 L)

Source: BBVA Research and IMF
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appreciation)
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GDP growth forecasts (y/y %)
GDP - Fi 3

Source: BBVA Research
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In the short run, the key risk is overheating bskh in Asia and
IN Lataum i 17 p 110 3= 2 UG 2 P 7 5 (1) o HXURS

e In Asia, overheating is been translated into inflatigk (less so currency

BZAK XS AT BLE - Cig AN 2 53 i THED

1 12

1 10

*Emerging Asia includes: China, Hong Kong, India, Indonesia, Korea, Malaysia, Philippines, Singapore, Taiwan, Thailand, Vietnam.

Inflation forecasts(average, y/y%)
18 B3 JEZ K T

Source: BBVA Research
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Overheating in Latam translates in CA risk
Pr T SEYH A B S B0 R ) XU

e Although inflation risk is an issue, currency appaéion is moderating such risk and

transferring it towards the external accounts o
RV DU AR KBS AFAE, B8 M e H RS i A A I FAL 38 21 7 Sh K

GDP growth forecasts (y/y %) Current Account Balance (yly %)
GDP 15 < Tt e SRNUR S ]
Source: BBVA Research Source: BBVA Research
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*LATAM includes: Argentina, Brazil, Chile, Colombia, Peru, Venezuela.
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Conclusion: it

¢ In the current decade Emerging Market economidscanritinue leading world

economic growth
VAR XA DA TH 5] 4 BR & B G K

e BBVA EAGLEs are the key EM players for world growth
BBVA 42t UEAGLE s T ) /& A= BRI i) = 2R N 2 B A
> New approach for identifying the most relevant economies
WA TN AH DG B AR T 7 i
> Their growth will account for half of world Incremental GDP
TR I Ay A BB B GDP Ay > — 2 (1 TR
e Growth opportunities will be concentrated in Asia
BER B2 R B TP AR N
> China will keep its role as the leader of the global growing process
R AR 5 A A BRI (K 2855 1 N
> Emerging Asian economies with a positive outlook
B2 TR 50 R0

¢ In the short run the main risk for Emerging Mar&ebnomies is overheating
T30 OB X T B 2 D AR ) T S T A )

Coface - Ping An 2011 Country Risk Conference C O faC e é@

61



BBVA EAGLES /i3t 4 4} 44T HEAGLES

e BBVA Research is publishing Economic Watches and @ugriReports on the Key

Emerging Economies
BBVAFFTHH R 48 5 ML 82 Rt BTN DA R 2R s

e WWw.bbvaeagles.com

BOVA Research BBVA Research
Cross-Country Emerging Markets Analysis Cross-Country Emerging Markets Analysis
Hong Kong, 14 February 2011
oG AR Hong Kong, First Quarter 2011 = During the second half of 2010 most of the EAGLEs moderated their growth pace, with the exception of China. External
Economic Analysis geman_d pl?y_‘ed aI less ngeval:tt role in the recovery process while domestic demand slightly picked up as shown by
namic retail sales and imports.
Who are the EAGLEs? Y P
Driving Global Growth for the Next Mario Nigrinis * Rising inflation has become a source of concern in emerging markets. CPI rose in the past months due to increasing
Ten Years Mario.nigrinis@bbva.com.hk food and commadity prices. Most Central Banks have tightened the monetary policy stance to address the risk of overheating
Vicente Mestre and anchor inflation expectations.
vicente mestre@bbva.com hk
Paul Pozarowski + The currency appreciation process has continued in almaost all countries in recent months, although there are clear
paxt pazarowski it com bk differences among them depending on the degree of intervention in currency markets and the effectiveness of macro-
Tao Tang prudential policies.

tas. tang@ibbua.com ik

George Xu

eoros xu@biva.com hik + Stock markets have turmed red in recent weeks reflecting the outflow of portfolio investments from emerging markets. The

recent increase in sovereign yields may reflect a slight change in international investors’ risk valuations. On the
other hand, Middle East’s political turmoil has not yet had a major effect on other EAGLES countries’ risk premiums.

Activity
External Sector
Inflation

Money and Finance
Financial Markets
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Closing date for charts: March 7%, 2011
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